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Republic of Chile

US$750,000,000 2.250% Notes due 2022

US$750,000,000 3.625% Notes due 2042

The 2.250% Notes due 2022 (which we refer to as2822 notes”) will mature on October 30, 2022 avilll bear interest at a rate of
2.250% per year. The 3.625% Notes due 2042 (whiehefier to as the “2042 notes”) will mature on @et030, 2042 and will bear interest at a rate
of 3.625% per year. We refer to the 2022 notesta@@®042 notes collectively as the “notes”. Indéen the notes is payable on April 30 and
October 30 of each year, beginning April 30, 2048ither series of notes is redeemable prior to ritgtd he offering of the 2022 notes and the
offering of the 2042 notes, each pursuant to thispectus supplement and the accompanying prospecinot contingent upon one another.

The notes will contain provisions regarding acaien and future modifications to their respectiens. Under these provisions, which
are described in this prospectus supplement begjron page S-13, Chile may amend the payment poogigind certain other terms of a series of
notes with the consent of the holders of 75% ofdaistanding aggregate principal amount of theiepbple series of notes.

The notes will be direct, general, unconditionalsecured and unsubordinated external indebtedrf€3sile and will be backed by the full
faith and credit of Chile. The notes will rank ebmaright of payment with all of Chile’s presemdfuture unsecured and unsubordinated external
indebtedness.

Application has been made to list the notes oroffieial list of the Luxembourg Stock Exchange andadmit the notes for trading on the
Euro MTF market.

The underwriters expect to deliver the notes teipasers on or about October 30, 2012.

Neither the Securities and Exchange Commission n@ny state securities commission or regulatory bodiyas approved or
disapproved of these securities or determined thdhis prospectus supplement or the accompanying prpgctus is truthful or complete. Any
representation to the contrary is a criminal offens.

This prospectus, together with the accompanyinggeotus dated September 24, 2012, shall constitptespectus for the purpose of the
Luxembourg law dated July 10, 2005 (as amendegrospectuses for securities.

ANY OFFER OR SALE OF NOTES IN ANY MEMBER STATE OFHE EUROPEAN ECONOMIC AREA WHICH HAS IMPLEMENTED
DIRECTIVE 2003/71/EC AND AMENDMENTS THERETO INCLUMING DIRECTIVE 2010/73/EU (THE “PROSPECTUS DIRECTIVEMUST
BE ADDRESSED TO QUALIFIED INVESTORS (AS DEFINED INHE PROSPECTUS DIRECTIVE).

Public Offering Underwriting Proceeds to Chile

Price ® Discount (before expenses)

Per 2022 note 98.858% 0.100% 98.7589(1)
Total for the 2022 note US$741,435,00 US$750,00( US$740,685,00

Per 2042 note 98.398% 0.100% 98.2989(1)
Total for 2042 note US$737,985,00 US$750,00( US$737,235,00

1) Plus accrued interest, if any, frontéder 30, 2012.

Joint lead managers and bookrunners

BofA Merrill Lynch HSBC J.P. Morgan

October 25, 2012






We are responsible for the information contained irthis prospectus supplement and the accompanying pspectus and in any
related free-writing prospectus we prepare or authdze. We have not authorized anyone to give you argther information, and we take no
responsibility for any other information that others may give you.
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ABOUT THIS PROSPECTUS SUPPLEMENT

This prospectus supplement supplements the accoimggprospectus dated September 24, 2012, rel&i@hile’s debt securities and
warrants. If the information in this prospectus@ement differs from the information contained e taccompanying prospectus, you should rely on
the updated information in this prospectus supptéme

You should read this prospectus supplement alotig tvé accompanying prospectus. Both documentsoimformation you should
consider when making your investment decision. ¥loould rely only on the information provided inglprospectus supplement and the
accompanying prospectus. Chile has not authoringdree else to provide you with different informaticChile and the underwriters are offering to
sell the notes and seeking offers to buy the nmésin jurisdictions where it is lawful to do sbhe information contained in this prospectus
supplement and the accompanying prospectus isntuwondy as of their respective dates.

Chile is furnishing this prospectus supplement taedaccompanying prospectus solely for use by gaspe investors in connection with
their consideration of a purchase of the notesleGlunfirms that:

« the information contained in this prospectus $eiment and the accompanying prospectus is trueamdct in all material respects and is
not misleading as of its dat

« it has not omitted facts, the omission of whicakes this prospectus supplement and the accomgppsaspectus as a whole misleading;
and

it accepts responsibility for the information itsharovided in this prospectus supplement and tbherapanying prospectu
NOTICE TO INVESTORS IN THE EUROPEAN ECONOMIC AREA

This prospectus supplement has been prepared dragiethat any offer of notes in any Member Stétbe European Economic Area
which has implemented the Prospectus Directiveh(emtRelevant Member State”) will be made pursuargn exemption under the Prospectus
Directive from the requirement to publish a prospedor offers of notes. Accordingly any person inglor intending to make an offer in that
Relevant Member State of notes which are the subjdabe offering contemplated in this prospectugpement may only do so in circumstances in
which no obligation arises for Chile or any of tnalerwriters to publish a prospectus pursuant tlér3 of the Prospectus Directive or supplement
a prospectus pursuant to Article 16 of the Proggebirective, in each case, in relation to suckroflleither Chile nor the underwriters have
authorized, nor do they authorize, the making gf @ffer of notes in circumstances in which an oélign arises for Chile or the underwriters to
publish or supplement a prospectus for such offiee. expression “Prospectus Directive” means Divec?003/71/EC (and amendments thereto,
including the 2010 PD Amending Directive, to theéest implemented in the Relevant Member State),iaclddes any relevant implementing
measure in the Relevant Member State and the esipne®2010 PD Amending Directive” means Directiv@l®/73/EU.

NOTICE TO INVESTORS IN THE UNITED KINGDOM

This document is for distribution only to personson{i) have professional experience in mattergirgjao investments falling within
Article 19(5) of the Financial Services and Mark&ts 2000 (Financial Promotion) Order 2005 (as adeeh the “Financial Promotion Order”), (ii)
are persons falling within Article 49(2)(a) to (@high net worth companies, unincorporated assiociat etc.”) of the Financial Promotion Order,
(iif) are outside the United Kingdom, or (iv) arerpons to whom an invitation or inducement to eegagnvestment activity (within the meaning of
section 21 of the Financial Services and Markets2800) in connection with the issue or sale of segurities may otherwise lawfully be
communicated or caused to be communicated (all pacdons together being referred to as “relevarsoms”). This document is directed only at
relevant persons and must not be acted on or refidaly persons who are not relevant persons. Avgsitnent or investment activity to which this
document relates is available only to relevant@essand will be engaged in only with relevant pesso
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CERTAIN DEFINED TERMS AND CONVENTIONS
Defined Terms

Terms used but not defined in this prospectus supght have the meanings ascribed to them in thevguanying prospect u s dated
September 24, 2012.

Currency of Presentation

Unless otherwise stated, Chile has converted ligsicamounts translated into U.S. dollars (“U.Slats”, “dollars” or “US$”) or pesos
(“pesos,” “Chilean pesos” and “Ps.”) at historiaahual average exchange rates. Translations o§ pesivllars have been made for the convenience
of the reader only and should not be construedraprasentation that the amounts in question haee,lcould have been or could be converted into
dollars at any particular rate or at all.




SUMMARY OF THE OFFERING

This summary highlights information contained elsere in this prospectus supplement and the accowipguprospectus. It is not
complete and may not contain all the informatioat tyou should consider before investing in the sio¥®u should read the entire prospectus

supplement and prospectus carefully.

Issuer

Aggregate Principal Amount

Issue Price

Maturity Date

Form of Securities

Denominations

Interest

Redemption

Status

Withholding Tax and Additional Amounts

Taxation

Further Issues

Listing

The Republic of Chile.
2022 notes: US$750,00@,0

2042 notes: US$750,000,000.

2022 notes: 2.250% plus accrued interest, if ammynfOctober 30, 2012.

2042 notes: 3.625% plus accrued interest, if ammynfOctober 30, 2012.

2022 notes: October 30, 2022.

2042 notes: October 30, 2042.

Chile will issue each series of notes in the fofroree or more registered global securities

without coupons.

Chile will issue each series of notes in denomamatiof US$150,000 and integral
multiples of US$1,000 in excess thereof.

Chile will pay interest semi-annually, on April 3dd October 30 of each year,
commencing on April 30, 2013.

The 2022 notes will bear interest from OctoberZ,2 at the rate of 2.250% per year.
The 2042 notes will bear interest from OctoberZ,2 at the rate of 3.625% per year.

Chile may not redeem either series of notes baf@enaturity date of such series. At each
maturity date, Chile will redeem the applicabléeepof notes at par.

The notes will be direct, general, unconditionaisecured and unsubordinated external
indebtedness of Chile and will be backed by theféith and credit of Chile. The notes
will rank equal in right of payment with all of G&is present and future unsecured and
unsubordinated external indebtedness.

Chile Wihake all payments on the notes without withhaidim deducting any taxes
imposed by Chile or any political subdivision thefrer taxing authority therein, subject to
certain specified exceptions. For more informatgee “Description of the Securities—
Debt Securities—Additional Amounts” on page 116h& accompanying prospectus.

For a general summary of United States federalnmectax consequences resulting from
the purchase, ownership and disposition of a ratielers should refer to the discussion set
forth under the heading “Taxation—United StatesdfadTaxation” in the accompanying
prospectus.

Chile may from time to time, without your consentrease the size of the issue of the
2022 notes or 2042 notes, or issue additional sietatrities that may be consolidated and
form a single series with the outstanding 2022 s10te2042 notes, as applicable.

Application has been made to list the notes oroffieial list of the Luxembourg Stock
Exchange and to admit the notes for trading orEilm® MTF market.
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Listing Agent
Governing Law

Fiscal Agent, Principal Paying Agent, Transfer Agen
and Registrar

Paying Agent and Transfer Agent in Luxembourg

The Bank of New York Mellon (Luxembourg) S.A.
New York.

The Bank of New York Mellon.
ThelBof New York Mellon (Luxembourg) S.A.
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RECENT DEVELOPMENTS

The information included in this section supplensaghe information about Chile corresponding totteadings below that is contained in the
accompanying prospectus dated September 24, 2@liheTextent that the information included in thegtion differs from the information set forth in
the accompanying prospectus, you should rely ornfloemation in this section.

Monetary and Financial System
Exchange Rate Policy
The following table shows the fluctuations in tr@mnal exchange rate in 2012 (through Septembe?2@R).

Observed Exchange Rates
(pesos per US$)

High Low Average® Period-End

2012 (through September & 519.7 469.7 489.7 470.5

(1) Represents the average of average monthly ratékdqreriods indicater
Source: Central Bank.

Public Sector Finances

2013 Budget

On September 30, 2012, the President sent Contipe2913 budget bill, which Congress is expecteabfarove on or before November
30, 2012. However, if Congress does not approv@®& budget bill on or before November 30, 20t2,k4ill will take effect as proposed for the
2013 annual budget period. Pursuant to the Chiarstitution, Congress is neither entitled to iaseethe budget expenditures proposed by the
President nor submit an alternative budget. The8 Miget bill allocates US$61.7 billion (Ps.30,685 million using the forecasted average
exchange rate for 2013 of Ps.496.00 per US$1.0@eotral government expenditures in 2013, whigiigsents a 4.8% increase as compared to
forecasted central government expenditures for 28b2ial expenditures represent more than 67%talf tentral government expenditures in the
2013 budget proposal, which represents a 5.6%aseras compared to forecasted social expenditbr@912. This increase is driven primarily by

proposed expenditures on social security, subsatidshenefits (US$32.6 billion), which increase®% as compared to the forecasted amount
for such items for 2012.

The following table sets forth central governmergenditures for 2013, as proposed in the bill Fer 2013 budget:

Central Government (1)
(in billions of pesos, except percentages)

Budget Percentage
Bill 2013 (@) Growth @
Current Expenditure 25,08: 5.4%
Capital Expenditure 5,55( 2.1%
Total Expenditure 30,63: 4.8%
Social Expenditure 20,637 5.€%
Q) Calculated using constant pesos 08201
2) Compared to 2012 forecasted expenses.

Sourc e Budget Office.
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The following tables show (i) 2013 assumptions enésd to Congress to calculate the structurallfigsseenues for the 2013 budget and (ii)
2013 budget assumptions for determining the effedialance for 2013, each as of September 30, Z0E2structural balance assumptions focus on
long-term revenues only, while the effective bataassumptions take into account certain forecastehl economic performance figures for the
year 2013. For additional discussion, see “Pubdict® Finances—Public Sector Accounts and Fisclsiits—Fiscal Policy Framework—
Structural Balance Policy Rule” beginning on pag§eo8the accompanying prospectus.

2013 Budget Assumptions for Structural Balance

2013 Budget

Assumptions
Trend of Real GDP growth (Average % change formdet 10 years 5.C%
Long term copper price (US$ cents/I 306.(
Long term molybdenum price (US$/It 20.¢

2013 Budget Assumptions for Effective Balance

2013 Budget

Assumptions
Real GDP growth (% change compared to 2012 forg 4.8%
Real domestic demand growth (% change compared1d frecast 5.5%
CPI (% change December 2012 compared to Decemi@rfdecast 3.C%
Copper price (US$ cents/It 340.(
Molybdenum price (US$/Ib. 12.¢

Source: Budget Office.

Based on these macroeconomic assumptions, theagstimevenue levels of the central government®iB2are expected to lead to a real
increase in revenue of 2.2% as compared to 201&.iftrease is mainly due to the tax reform toriceeducation reform (s@ax Reform to
Finance Education Refor), which would be partially offset by a 26.3% dexse in tax revenues from private mining comparses gesult of lower

copper prices.

Based on the foregoing, an estimated fiscal deficiiS$2.0 billion or 0.7% of GDP is expected f@13, before cyclical adjustments. After
cyclical adjustments, a structural fiscal defidittldd% of GDP is expected for 2013.

Government-owned Enterprises

The following table sets forth the percentage efgbvernment’s share ownership for the principstiesbwned enterprises as of June 30, 2012:

Total
Assets Value at  Total Assets as ¢
Percentage o June 30, Percentage of
State Ownership 2012 GDP at
at June 30, (in millions of June 30,
2012 US$) 2012
Main Public Sector Enterprise

Banco Estado (financia 10C% 41,631. 16.64%
Codelco (copper 10C% 21,393.: 8.55%
Enap (oil and gas 10C% 6,442." 2.51%
Enami (mining) 10C% 1,123.¢ 0.45%
EFE (railway) 10% 1,809. 0.72%
Metro S.A. (Santiac's subway. 10C% 5,667.° 2.2¢%

Source: Budget Office.
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Consolidated Internal and External Debt

(1)
)

(3)
(4)
®)

The following table sets forth the consolidatedtdelet of financial assets) of non-financial putditterprises as of June 30, 2012:

Consolidated Debt (Net of Financial Assets) of NoRinancial Public Enterprises®
(in millions of pesos)

At June 30, 201

Total Financial Deb 8,313,47
Financial Debt, excluding central governm 8,313,40.
Short term® 1,466,91!
Long term® 6,846,48
Financial Debt with central governme® 74
Financial Asset® 1,103,77.
Net Financial Deb 7,209,70.
Excluding central governme 7,209,62

Excludes Banco Estado and the Central B

Includes short-term obligations with banks éindncial institutions and current maturities ofd¢pterm obligations, obligations with the public
(bonds) and current maturities of lc-term provider’ credit.

Includes lon-term obligations with banks and financial institu$, obligations with the public (bonds) and I-term provider' credit.
Excludes tax on income and deferred ta

Includes cash, term deposits, net negotiable dexs16nd repurchase agreeme

Source: Ministry of Finance.

1)

The following tables set forth certain indebtednaisthe Central Bank and central government, asied, as of June 30, 2012:

Net Consolidated Debt of the Central Bank and Cental Government as a % of GDP

At June 30, 201241

Net Consolidated Del (10.0%

Preliminary.

Source: Central Bank, Budget Office and Comptroller Gether

(1)
(2)
®)

Net Debt of Central Bank
(in millions of pesos)

At June 30,
2012
Liabilities 18,873,05
Central Bank Notes and Bon® 14,839,61
Fiscal Deposit: 580,81(
Others® 3,452,63!
Assets without subordinated de 20,722,42
Net International Reserves (in US$ millic 40,34¢
Treasury Bills —
Others®) 157,71
Total Net Debt without subordinated ddb(@) (1,849,36)

Includes notes and bonds issued by the Central Bané&minal or UF indexed denominatiol

Includes other deposits and obligations, repurchgseements and other securit

Includes net internal credit, excluding fistainsfers, subordinated debt, SINAP obligationdépkavings and loans system for the housing
acquisition) and shares in publicly traded compsmibose acquisition by individuals was financedth®/government, non-Chilean securities,
contributions to international organizations andeotUF denominated domestic securit

Source: Central Bank.
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Central Government Total Net Debt
(in millions of pesos)

At June 30, 201.

Debt in peso: 12,496,42
Treasury Bills with the Central Bar —
Others 12,062,07
Assets in pesc 11,508,04
Assets in pesos, without public enterpri 11,507,97
Central Bank Deposit 148,19¢
Financial debt of public enterprises with the calnfovernmen 74
Net debt in pesc 988,37"
Debt in U.S. dollar: 1,917,05;
Treasury Bills with the Central Bar —
External Debt in U.S. dollal 1,917,05;
Assets in U.S. dollars, Central Bank Depo 14,573,98
Net debt in U.S. dollar (12,656,93)
Total Financial Deb 14,413,47
Total Financial Asset 26,082,02
Total Net Financial Dek (11,668,55)

Source: Central Bank, Budget Office and Comptroller Gaherf the Republic.
Public Debt Statistics
Central Government Indebtedness

A commonly used international measure of governaidiabilities is the “general government indebtedlsi’ line item, which includes both
“central government liabilities” and “local goveremt authorized liabilities.” In Chile, general arehtral government liabilities are treated as ame |
item because local governments (i.e. municipa)itiee not authorized to incur any financial indeloess. As of June 30, 2012, central government
liabilities represented 11.3% of GDP.

The level of general government liabilities is aotadequate indicator of Chile’s financial soundrascause it does not account for the
government’s financial assets, i.e., deposits mezu accounts, time deposits and fixed incomestents. Chile’s financial soundness is more
accurately reflected by “Central government neebtddness fvhich adds financial assets to central governmiahilities. Equity investments and loa
granted by the central government are disreganaed this figure. As of June 30, 2012, central gomeent net indebtedness totaled (9.1)% of GDP,
which represents an increase of Chile’s creditaitjpm by 0.5% of GDP as compared to December 3112

Central Bank Debt and Consolidated Debt

As of June 30, 2012, the assets of the Central Bak greater than its liabilities, resulting irgaéve net indebtedness equivalent to (1.4)% of
GDP. The net consolidated debt of the central gowent and the Central Bank as of June 30, 2012 1n6)% of GDP compared to (10.7)% as of
December 31, 2011.

Other Assets and Liabilities

The financial indebtedness of state-owned compdataged approximately 6.5% of GDP as of June 8d22ompared to 6.8% as of
December 31, 2011. As of June 30, 2012, the totalumt of public guarantees granted by Chile totald@o of GDP, as compared with 1.5% in
2011. Under the social security system, Chile nadémstcertain liabilities to workers who transferfeaim the old public pension system to the new
private pension system. See “Monetary and Finaigjatem — Pension Funds and the Chilean Pensidar8Yym the accompanying prospectus.
Upon the retirement of each of these workers, thegiment pays the amount owed directly to each setiree’s individual pension fund account.
The government estimates that this liability represd 3.6% of GDP, as of June 30, 2012.
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USE OF PROCEEDS

Chile will use the net proceeds from the sale désoffered by this prospectus supplement for gémpemposes of the government. Chile
estimates that the net proceeds (after deductiestohated expenses of $550,000, a significantgrodf which will be reimbursed by the
underwriters) from the sale of the notes will be$377,370,000.

DESCRIPTION OF THE NOTES

Chile will issue the notes under a Third Amended Restated Fiscal Agency Agreement, dated Aug2§t1®) between Chile and The Bank
of New York Mellon, as fiscal agent. The Third Adeehand Restated Fiscal Agency Agreement, as itmaynended from time to time, is referred
to herein as the “fiscal agency agreement”. Theiniation contained in this section summarizes tiirecipal terms of the notes. The prospectus to
which this prospectus supplement is attached costaisummary of the fiscal agency agreement aref gémeral terms of the notes. You should
review the information contained herein and in #iteompanying prospectus. You should also readgbel fagency agreement and the form of the
notes before making your investment decision. Claikefiled a copy of the fiscal agency agreemetit thie SEC. Copies of the fiscal agency
agreement will also be made available at the offiokthe fiscal agent and the paying agents.
General Terms of the 2022 Notes

The 2022 notes will:

* be issued on or about October 30, 2012 in an agggqgincipal amount of US$750,000,C

e mature on October 30, 20:

e be issued in denominations of US$150,000 and iategultiples of US$1,000 in excess ther

e bear interest at a rate of 2.250% per year, comimgran October 30, 2012 and ending on the matdidye of the 2022 notes. Interes

the 2022 notes will be payable seamnually on April 30 and October 30 of each yeammencing on April 30, 2013. Interest on the Z
notes in respect of any period of less than onewébbe computed on the basis of a -day year of 12, :--day months

e pay interest to persons in whose names the 2023 awé registered at the close of business on Aprind October 15, as the case ma
preceding each payment de

e constitute direct, general, unconditional, unsedumed unsubordinated external indebtedness of @hait&ed by the full faith and credit
Chile;

* be equal in right of payment with all of Ct's present and future unsecured and unsubordinateghal indebtednes

* be represented by one or more global securitieeak-entry, registered form onl

* be registered in the name of a nominee of DTC, wubrded on, and transferred through, the recordmtained by DTC and i
participants, including the depositaries for EueaclBank S.A./N.V., as operator of the Eurocleaga@ince System plc, and Clearstr
Banking,société anonyn;

¢ not be redeemable before maturity;

« contain “collective action clausesthder which Chile may amend certain key terms ef2822 notes, including the maturity date, inte
rate and other terms, with the consent of less #tlsof the holders of the 2022 not

General Terms of the 2042 Notes
The 2042 notes will:
* be issued on or about October 30, 2012 in an agtgqgincipal amount of US$750,000,C

« mature on October 30, 20-
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* beissued in denominations of US$150,000 and iategultiples of US$1,000 in excess ther

e bear interest at a rate of 3.625% per year, commgran October 30, 2012 and ending on the matudidty of the 2042 notes. Interes
the 2042 notes will be payable seaminually on April 30 and October 30 each year, cemeing on April 30, 2013. Interest on the 2
notes in respect of any period of less than oneweébbe computed on the basis of a -day year of 12, :-day months

e pay interest to persons in whose names the 2043 rmoé registered at the close of business on Aprind October 15, as the case ma
preceding each payment da

e constitute direct, general, unconditional, unsedumed unsubordinated external indebtedness of @hit&ed by the full faith and credit
Chile;

* be equal in right of payment with all of CI's present and future unsecured and unsubordingteghal indebtednes
* be represented by one or more global securitibeak-entry, registered form onl

e be registered in the name of a nominee of DTC, mwbrded on, and transferred through, the recordmtained by DTC and i
participants, including the depositaries for EueacIBank S.A./N.V., as operator of the Euroclea@a@ince System plc, and Clearstr
Banking,société anonym;

* not be redeemable before maturity;

e contain “collective action clauseshder which Chile may amend certain key terms ef2842 notes, including the maturity date, inte
rate and other terms, with the consent of less &tlasf the holders of the 2042 not:

Payments of Principal and Interest

Chile will make payments of principal of and int&ren the notes in U.S. dollars through the fisggant to DTC. Chile expects that
payments to holders will be made in accordance thighprocedures of DTC and its direct and indipesticipants. Neither Chile nor the fiscal agent
will have any responsibility or liability for anyf the records of, or payments made by, DTC or ailyre on the part of DTC in making payments to
holders from the money it receives.

Paying Agents; Transfer Agents; Registrar

Until the notes are paid, Chile will maintain a ppayyagent in the City of New York. Chile has inilyaappointed The Bank of New York
Mellon, located at 101 Barclay Street, Floor 4AEWNéork, New York, 10286, Attn: Global Finance Ameas, to serve as its paying agent. In
addition, Chile will maintain a paying agent antlamsfer agent in Luxembourg where the 2022 nat@942 notes can be presented for transfer or
exchange for so long as any such series is ligteti@official list of the Luxembourg Stock Exchargnd admitted for trading on the Euro MTF
market. Chile has initially appointed The Bank @ York Mellon (Luxembourg) S.A., located at VediBuilding-Polaris, 2-4 rue Eugéne
Ruppert, L-2453 Luxembourg, to serve as its Luxemnfpgoaying agent and transfer agent. So long ale Gfdintains a paying agent in
Luxembourg, it will also maintain a paying agersttts not obliged to withhold or deduct tax pursuarthe European Council Directive
2003/48/EC or any other directive implementingdbaclusions of the ECOFIN Council meeting of 26 @@dNovember 2000 or any law
implementing or complying with, or introduced irder to conform to, such directive. You can conthetpaying agents and transfer agents at the
addresses listed on the inside back cover of flisgectus supplement.

Further Issues
Chile may from time to time, without your consetreate and issue additional debt securities hatiagame terms and conditions as the

2022 notes or 2042 notes offered by this prospexttpplement (or the same except for the amouriteofitst interest payment). Chile may
consolidate the additional debt securities to farsingle series with the outstanding 2022 noteX)dP notes, as applicable.
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Notices

So long as the 2022 notes or 2042 notes are listede official list of the Luxembourg Stock Exclgenand admitted for trading on the
Euro MTF market, Chile will also publish noticestbe@ holders of such listed notes in a leading peysr having general circulation in
Luxembourg, which is expected to be thexemburger Wort or on the website of the Luxembourg Stock Excleaatghttp://www.bourse.lu. If
publication in a leading newspaper in Luxembourgmthe website of the Luxembourg Stock Exchandgtpt//www.bourse.lu is not practicable,
Chile will give notices in another way consisterithvthe rules of the Luxembourg Stock Exchange.

Any notice shall be deemed to have been given em#ite of such publication or, if published momntlonce or on different dates, on the
first date on which publication is made.

In addition to the above, Chile will mail noticesholders at their registered addresses. So lomyr&s or its nominee, is the registered
holder of a global security or securities, eaclsperowning a beneficial interest in the global siggwr securities must rely on the procedures of
DTC to receive notices provided to DTC. Each perwning a beneficial interest in a global secuoitysecurities that is not a participant in DTC
must rely on the procedures of the participantugtowhich the person owns its interest to recet&cas provided to DTC.

Default and Acceleration of Maturity

Each series of notes will contain the following etgeof default:

1. Nor-Paymen: Chil€’s failure for a period of 30 days to make a payneépirincipal or interest when due on any debt gecof that series; (

2. Breach of Other Obligation: Chile’s failure to observe or perform any ofdtsvenants or obligations under that series of #i# decurities or
the fiscal agency agreement for 60 days followinigtan notice to Chile to remedy the failure by fleeal agent or persons holding debt
securities representing 25% of the aggregate é@heimount of the debt securities of the affeceries outstanding; ¢

3. Cross Defaul:

* Chile’s failure beyond the applicable grace period toeraky payment when due on any public external iredigtess in principal amot
greater than or equal to US$20,000,00(C

e acceleration on any public external indebtednesStole in principal amount greater than or equalU®$20,000,000 due to an even
default, unless the acceleration is rescinded puled; or

4. Moratorium: Chile or certain Chilean courts declare a gersurapension of payments or a moratorium on paywifdatg public external
indebtedness; ¢

5. Validity : Chile or any governmental entity of Chile whichstthe legal power to contest the validity of tebtdsecurities contests the validity
the debt securities of that series in any typeoohal proceedinc

If any of the events of default described abovaiosand is continuing, the holders of at least 26% e outstanding aggregate principal
amount of each affected series of notes (as defietmlv) may, by notice to the fiscal agent, decldlef each such affected series of notes to tee du
and payable immediately.

Upon any declaration of acceleration, the principdérest and all other amounts payable on sudéssef notes will become immediately
due and payable on the date Chile receives writteice of the declaration, unless the default @néwf default has been remedied prior to receipt
of such notice by Chile. The holders of more th@#f the outstanding aggregate principal amoumincéffected series of notes may rescind a
declaration of acceleration if the event or evgning rise to the declaration has or have beerdor waived.

Meetings, Modifications and Amendments

Each series of notes contains a collective actiaase with provisions regarding future modificatido its terms. These provisions are
described below.
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Chile may call a meeting of the holders of a sesiasotes at any time regarding the fiscal agergrg@ment or such series of notes. Chile
will determine the time and place of the meetind waiill notify the holders of the time, place andpoase of the meeting not less than 20 and not
more than 180 days before the meeting.

In addition, the fiscal agent will call a meetinigtioe holders of a series of notes at its discretioif the holders of at least 10% of the
outstanding aggregate principal amount of sucleseri notes have delivered a written request tdiskal agent setting forth the action they propose
to take. The fiscal agent will notify the holdeffstre time, place and purpose of any meeting cdliethe holders not less than 20 and not more than
180 days before the meeting.

Only holders of the applicable series of notesthed proxies are entitled to vote at a meetingaltlers of a series of notes. Holders or
proxies representing a majority of the outstandiggregate principal amount of the applicable serie®tes will normally constitute a quorum.
However, if a meeting is adjourned for a lack @fumrum, then holders or proxies representing rest fean 25% of the outstanding aggregate
principal amount of the applicable series of netédkconstitute a quorum when the meeting is resetied. For purposes of a meeting of holders that
proposes to discuss reserved matters, which aoifisgebelow, holders or proxies representing legslthan 75% of the outstanding aggregate
principal amount of the applicable series of netésconstitute a quorum. The fiscal agent will e¢ procedures governing the conduct of any
meeting.

Chile and the fiscal agent may modify or amendt¢énms and conditions of the notes or the fiscahagegreement if such changes are
agreed to, at any meeting of holders or in writimg persons holding notes representing at least&0¥e then outstanding aggregate principal
amount of the applicable series of notes.

However, the holders of not less than 75% of thstanding aggregate principal amount of the appleaeries of notes, voting at a
meeting or by written consent, must consent toamgndment, modification, change or waiver with eespo the debt securities of the relevant
series that would:

» change the due dates for the payment of principat oterest on the applicable series of nc

¢ reduce any amounts payable on the applicable safriestes

* reduce the amount of principal payable upon acattar of the maturity of the applicable series ofes

* change the payment currency or places of paymetiéoapplicable series of not

e permit early redemption of the applicable seriesaks or, if early redemption is already permittset a redemption date earlier thar
date previously specified or reduce the redempggiice;

» reduce the percentage of holders of the applicaedalies of notes whose vote or consent is needachémd, supplement or modify the fis
agency agreement (as it relates to the applicalessof notes) or the terms and conditions ofapglicable series of notes or to take
other action with respect to the applicable seoifesotes or change the definition of “outstandingth respect to the applicable serie:
notes;

e change Chil's obligation to pay any additional amounts in respé the applicable series of not

» change the governing law provision of the applieaddries of note

» change the courts to the jurisdiction of whichil€has submitted, Chils’appointment of an agent for service of procest am office ir
New York or Chil¢s waiver of immunity, in respect of actions or pedings brought by any holder based upon the aydicseries «
notes, as described in this fiscal agency agreer

e in connection with an exchange offer, amend anyevkdefault under the applicable series of nobe

* change the status of the applicable series @snats described under “Description of Securitiebilbecurities-Status of Debt Securitigs”
the accompanying prospect

We refer to the above subjects as “reserved mati#emshange to a reserved matter, including thenparyt terms of the notes, can be made

without your consent, as long as a supermajorityhefholders of the applicable series of noteg {thahe holders of at least 75% of the outstagdin
aggregate principal amount of the applicable seriemtes) agrees to the change.
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No consent of the holders is or will be requireddoy modification, amendment or change requesyeditile or the fiscal agent to:
e add to Chil's covenants for the benefit of the hold

e waive any right or power of Chil

e provide security or collateral for the not

e cure any ambiguity, or correct or supplement arfgeateve provision of the fiscal agency agreemer

» change the terms and conditions of the notes ofigsbal agency agreement in any manner which Ginie the fiscal agent mutually de
necessary or desirable so long as any changesatiyite will not adversely affect the interests 0§ &older of the note:

For purposes of determining whether the requiredgrgage of holders of a series of notes has apgramy amendment, modification or
change to, or waiver of, the applicable seriesatés or the fiscal agency agreement, or whetheretipgired percentage of holders of a series ofsnioge
delivered a notice of acceleration, notes owne@bie or any other obligor on the notes or by aagspn directly or indirectly controlled by Chile, o
controlling or controlled by or under direct or irett common control with any other obligor on tiwes will be disregarded and deemed not to be
outstanding, except that in determining whetheffidmal agent shall be protected in relying upoyp amendment, modification, change or waiver, or
notice from holders of the applicable series okEspbnly notes of the applicable series that $eafiagent knows to be so owned shall be so disteda
As used in this paragraph, “control” means the podieectly or indirectly, through the ownershiptbg voting securities or other ownership interests
otherwise, to direct the management of or eleetpmoint a majority of the board of directors orastpersons performing similar functions in lieu af,
in addition to, the board of directors or a corpiorg, trust, financial institution or other entity.

Limitation on Time for Claims
All claims against Chile for payment of principdlar interest (including additional amounts) onirorespect of the notes shall be

prescribed unless made within five years from thie @n which such payment first became due.
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UNDERWRITING

HSBC Securities (USA) Inc., J.P. Morgan Securitie€ and Merrill Lynch, Pierce, Fenner & Smith Inporated are acting as
underwriters of the offering. Subject to the teransl conditions stated in the underwriting agreerdated as of October 25, 2012, the underwriters
have severally agreed to purchase, and Chile hag@do sell to the underwriters, the principal ammf notes set forth opposite the underwriters’
names.

Principal Principal
Amount of 2022 Amount of 2042

Underwriter Notes Notes
HSBC Securities (USA) Inc $ 250,000,00 $ 250,000,00
J.P. Morgan Securities LL 250,000,00 250,000,00

Merrill Lynch, Pierce, Fenner & Smith

Incorporate 250,000,00 250,000,00
Total $ 750,000,00 $ 750,000,00

The underwriting agreement provides that the olibigeof the underwriters to purchase the notesuhet! in this offering is subject to
approval of legal matters by counsel and to otbediions.

The underwriters are obligated to purchase alhef2022 notes or 2042 notes if they purchase attyed?022 notes or 2042 notes, as
applicable. The underwriters propose to offer soffrthe notes directly to the public at the respecpublic offering prices set forth for the 2022lan
2042 notes on the cover page of this prospectysiement. After the initial offering of the notesttee public, the underwriters may change the
public offering prices.

The underwriting discounts and commissions thatedhito pay to the underwriters in connection witis offering are 0.100% of the
principal amount of the 2022 notes and 0.100% efatncipal amount of the 2042 notes.

In connection with the offering, the underwriteraynpurchase and sell notes in the open market eTiassactions may include over-
allotment, syndicate covering transactions andil&taty transactions. Over-allotment involves sycate sales of notes in excess of the principal
amount of notes to be purchased by the underwiitdtee offering, which creates a syndicate shosition. Syndicate covering transactions involve
purchases of the notes in the open market aftedigtebution has been completed in order to ceyedicate short positions. Stabilizing transactions
consist of certain bids or purchases of notes radihe purpose of preventing or retarding a declimthe market price of the notes while the
offering is in progress.

Any of these activities may have the effect of preing or retarding a decline in the market pritthe notes. They may also cause the
price of the notes to be higher than the price dfia¢rwise would exist in the open market in theesize of these transactions. The underwriters may
conduct these transactions in the over-the-countaket or otherwise. If the underwriters commentg @ these transactions, they may discontinue
them at any time.

Delivery of the notes is expected on or about Cet@®, 2012 which will be the third business ddiofeing the date of pricing of the
notes.

Chile estimates that its total expenses for thierfg will be $550,000, a significant portion ohigh will be reimbursed by the
underwriters.

Some of the underwriters and their affiliates hamgaged in, and may in the future engage in, invest banking and other commercial

dealings in the ordinary course of business witHeddr other state-owned entities. They have rembior may in the future receive, customary fees an
commissions for these transactions.
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If any of the underwriters or their affiliates hmsending relationship with Chile, certain of thaselerwriters or their affiliates routinely hedge,
and certain other of those underwriters or thdiliales may hedge, their credit exposure to Chdasistent with their customary risk management
policies. Typically, these underwriters and théiiliates would hedge such exposure by entering trensactions which consist of either the purcludse
credit default swaps or the creation of short pas#t in Chiles securities, including potentially the notes affthereby. Any such credit default swap
short positions could adversely affect future tngdprices of the notes offered hereby.

Chile has agreed to indemnify the underwriters rgfaiertain liabilities, including liabilities undéhe United States Securities Act of 1933, ¢
contribute to payments the underwriters may beirequo make because of any of those liabilities.

The notes are offered for sale in the United StatesAmericas, Europe and Asia, in jurisdictiortseve it is legal to make these offers. The
distribution of this prospectus supplement andat@mpanying prospectus, and the offering of thesim certain jurisdictions may be restricted by
law. Persons into whose possession this prospsapmement and the accompanying prospectus conuddsindorm themselves about and observe
any of these restrictions. This prospectus supphmed the accompanying prospectus do not corstitind may not be used in connection with, an
offer or solicitation by anyone in any jurisdictionwhich such offer or solicitation is not auttmad, or in which the person making such offer or
solicitation is not qualified to do so, or to argrgon to whom it is unlawful to make such offesolicitation.

The underwriters have specifically agreed to adotsws in each of the following places:

e General. They have not offered, sold or delivered, ang thi#l not offer, sell or deliver any of the noteafirectly or indirectly, or distribu
this prospectus supplement, the accompanying pcasp®r any other offering material relating to thetes, in or from any jurisdictit
except under circumstances that will, to the bewmtvkedge and belief of the underwriters, after omable investigation, result
compliance with the applicable laws and regulatiohsuch jurisdiction and which will not impose aolligations on Chile, except as
forth in the underwriting agreemel

¢ United Kingdon. The underwriters have represented and agree:

(i) they have only communicated and caused to be coneated and will only communicate or cause to be momicated any invitatic
or inducement to engage in investment activity fimitthe meaning of section 21 of the Financial ®es and Markets Act 20
("FSMA”)) received by them in connection with the issue ¢& s any notes in circumstances in which sectid(lp of the FSM/
would not apply to Chile; an

(i) they have complied and will comply with all applite provisions of the FSMA with respect to anythdane by them in relation to t
notes in, from or otherwise involving the Unitechijdom.

e European Economic Aredn relationto each member state of the European Economic mgah has implemented the Prospe
Directive (each, a “Relevant Member Statefdch underwriter has represented and agreed tttagffect from and including the date
which the Prospectus Directive is implemented &t fRelevant Member State (the “Relevant Implem@nidDate”),it has not made ai
will not make an offer of notes which are the suabjef the offering contemplated by this prospectupplement to the public in tt
Relevant Member State other th.

(a) to any legal entity which is“qualified investc” as defined in the Prospectus Direct

(b) to fewer than 100, or if the Relevant Member State implemented the relevant provision of the 2BD0Amending Directive, 15
natural or legal persons (other tt*qualified investor” as defined in the Prospectus Directive

(c) in any other circumstances falling within Articl€3 of the Prospectus Directi
provided that no such offer of notes shall req@héle or any underwriter to publish a prospectuspant to Article 3 of the Prospectus

Directive or supplement a prospectus pursuant ticlarl6 of the Prospectus Directive.
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For the purposes of the above, the expression féer ‘af notes to the public,” in relation to anytas in any Relevant Member State, means
the communication in any form and by any meansaififcsent information on the terms of the offer ati@ notes to be offered so as to enable an
investor to decide to purchase or subscribe thesnais the same may be varied in that Member Byaday measure implementing the Prospectus
Directive in that Member State. The expression $pextus Directive” means Directive 2003/71/EC (ametndments thereto, including the 2010
PD Amending Directive, to the Relevant Member Statad includes any relevant implementing measutbke Relevant Member State; and “2010
PD Amending Directive” means Directive 2010/73/EU.

The seller of the notes has not authorized and doeauthorize the making of any offer of notestlgh any financial intermediary on its
behalf, other than offers made by the underwritgtls a view to the final placement of the notescéwlingly, no purchaser of the notes, other than
the underwriters, is authorized to make any furtiféer of the notes on behalf of the seller or tineerwriters.

Neither Chile nor the underwriters have represetitatithe notes may be lawfully sold in compliamgtih any applicable registration or
other requirements in any jurisdiction, or pursuardn exemption, or assume any responsibilitydoilitating these sales.

S-18




VALIDITY OF THE NOTES
The following persons will give opinions regarditing validity of the notes:
e For Chile:
e Cleary Gottlieb Steen & Hamilton LLP, special Newrk counsel to Chile; ai
e Morales & Besa Ltda., Abogados, special Chileamseuto Chile
*  For the underwriters:
e Shearman & Sterling LLP, special New York counsehie underwriters; al
e Careyy Cia. Ltda., Abogados, special Chilean celutasthe underwriter
As to all matters of Chilean law, Cleary Gottliete& & Hamilton LLP may rely on, and assume theeminess of, the opinion of
Morales & Besa Ltda., Abogados, and Shearman &liBgeltLP may rely on, and assume the correctnesthefopinion of Carey y Cia. Ltda.,
Abogados.
All statements with respect to matters of Chilemm In this prospectus supplement and the prospéeiwes been passed upon by Morales &

Besa Ltda., Abogados, and Carey y Cia. Ltda., Aboga
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GENERAL INFORMATION

Authorization

The Executive Power of Chile has authorized theaese of the notes by Supreme Decree No. 1,035u@idist 13, 2012 and published in
the Official Gazette of October 25, 2012. Chile bbtined, or will obtain before the issue datetli@ notes, all other consents and authorizatiéns (
any) necessary under Chilean law for the issuahtieemotes.
Litigation

Except for the litigation described under “GovermnExpenditures—Government Litigation” in the acqamying prospectus, Chile is not
involved in any legal or arbitration proceedingwx(uding any such proceedings that are pendintpaZhile’s knowledge, threatened) relating to
claims or amounts that could have or have had duhia 12 months prior to the date of this prospestipplement a material adverse effect on
Chile’s financial position taken as a whole.
Clearing

Chile has applied to have the notes accepted ifito’®book-entry settlement system. The notes haea laccepted for clearance through
the clearing systems of Euroclear System and Gfears Bankingsociété anonymeThe securities codes are:

CUSIP ISIN Common Code
2022 note 168863BN7 US168863BN7¢ 08356403:
2042 note 168863BPz US168863BP27 085023837

Listing

Application has been made to list the notes oroffieial list of the Luxembourg Stock Exchange andadmit the notes for trading on the
Euro MTF market.

As long as the notes are listed on the officidldisthe Luxembourg Stock Exchange and admittedréating on the Euro MTF market, you
may receive free of charge copies of the followdloguments at the offices of the listing agent erlthxembourg paying and transfer agents on any
business day:

» this prospectus supplement and the accompanyirgpectus

e the fiscal agency agreement attaching the forntkeohotes

« English translation of the Supreme Decree authugithe issuance of the not

e any other documents filed by Chile with the SEQ]

» copies of the most recent annual economic repdtthile

The notes will be issued in registered, book-efdrgn through the facilities of the Depository Tri@mpany, and will be issued in
certificated form only under the limited circumstas described in the accompanying prospectus.ddong as the notes are listed on the official list

of the Luxembourg Stock Exchange and admittedréatihg on the Euro MTF market, if the notes are éasied in certificated form:

» certificated notes will be delivered by the fiseglent as described in the accompanying prospeotlisitethe offices of the Luxembot
paying agent

« holders of notes in certificated form will be albdetransfer or exchange their notes at the offafdbe Luxembourg transfer agent;

e certificated notes may be presented and surrendeithe offices of the Luxembourg paying agentg@yments of interest and/or princij

S- 20




Chile has initially appointed The Bank of New Yadvlellon (Luxembourg) S.A. to serve as its Luxembopaying agent and transfer agent.
You can contact the listing agent and the Luxemip@atying agent and transfer agent at the addréstsson the inside back cover of the
prospectus supplement.

Where You Can Find More Information

Chile has filed a registration statement relatmgg debt securities, including the notes offdmgdhis prospectus supplement, and warrants
with the SEC under the U.S. Securities Act of 1988ither this prospectus supplement nor the accagipg prospectus contains all of the
information described in the registration statemEot further information, you should refer to tlegistration statement.

You can request copies of the registration staténmeciuding its various exhibits, upon paymentaduplicating fee, by writing to the SEC.
You may also read and copy these documents atBfés$ublic reference room in Washington D.C.:

SEC Public Reference Room
100 F Street, N.E.
Washington, D.C. 20549
Please call the SEC at 1-800-SEC-0330 for furthfarination. These documents are also availablea@ublic from the SEC’s web site at
http://www.sec.gov.
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PROSPECTUS
Republic of Chile
Debt Securities and Warrants

The Republic of Chile may from time to time offerdasell its debt securities and warrants in amquattgrices and on terms to be determined at
the time of sale and provided in one or more supplgs to this prospectus. Chile may offer securitiéh an aggregate principal amount of up to
US$2,674,555,010The debt securities will be direct, unconditionatlainsecured external indebtedness of Chile. Thesdeurities will at all times
rank at least equally with all other unsecured amsLibordinated external indebtedness of Chile.flithéaith and credit of Chile will be pledged ftre
due and punctual payment of all principal and igéepn the securities.

Chile will provide specific terms of these secastin one or more supplements to this prospectos.stiould read this prospectus and any
prospectus supplement carefully before you invEsis prospectus may not be used to make offerales ®f securities unless accompanied by a
prospectus supplement.

Chile may sell the securities directly, throughragedesignated from time to time or through undiens. The names of any agents or underwr
will be provided in the applicable prospectus sapgent.

You should read this prospectus and any supplencanéully. You should not assume that the infofomain this prospectus, any prospectus
supplement or any document incorporated by referéamthem is accurate as of any date other thaddteson the front of these documents.

Neither the Securities and Exchange Commission n@my state securities commission has approved or digproved these securities or
determined if this prospectus is truthful or compldge. Any representation to the contrary is a crimina offense.

The date of this prospectus is September 24, 2012.
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ABOUT THIS PROSPECTUS

This prospectus provides you with a general deoripf the securities Chile may offer. Each timal€ sells securities covered by this
prospectus, it will provide a prospectus supplentiesit will contain specific information about trexms of that offering. The prospectus supplemert
also add, update or change information containghisnprospectus. If the information in this prostos differs from any prospectus supplement, you
should rely on the information contained in thegprectus supplement. You should read both this patgp and the accompanying prospectus
supplement, together with additional informatiosd&ed below under the heading “General Infornmatie Where You Can Find More Information.”

This prospectus is based on information that idiplytavailable or that Chile has supplied, unlefiserwise expressly stated. Chile confirms
that:

. The information contained in this prospectus ig tand correct in all material respects and is ristemding as of its date;
. It has not omitted facts, the omission of which emthis prospectus as a whole misleading; and
. It accepts responsibility for the information itsharovided in this prospectus and will provide iy @rospectus supplement.

Chile is a foreign sovereign state. Therefore,ayrhe difficult for investors to obtain or realigpon judgments of courts in the United States
against Chile. Chile will not waive immunity fronttachment prior to judgment and attachment in &ieixecution under Chilean law with respect to
property of Chile located in Chile and with respiecits movable and immovable property which isdubg Chile’s diplomatic and consular missions and
the residences of the heads of such missions enifdary purposes, including such property whistproperty of a military character or under thetoal
of a military authority or defense agency, sincehswaiver is not permitted under the laws of Ch@aile will irrevocably submit to the jurisdictiavf
any federal or state court in the Borough of Matdrgtthe City of New York and will irrevocably waiyto the fullest extent permitted by law, any
immunity from the jurisdiction of such courts inm@ction with any action based upon the securitie®red by this prospectus or brought by any holder
of securities covered by this prospectus. Nevesti®IChile reserves the right to plead sovereignunity under the U.S. Foreign Sovereign Immunities
Act of 1976 with respect to any action brought agait under the U.S. federal securities laws grstate securities laws. In the absence of Chile’s
waiver of immunity with respect to such actionsy@uld not be possible to obtain a U.S. judgmersLich an action against Chile unless a court veere t
determine that Chile is not entitled under the Br&eign Sovereign Immunities Act to sovereign inmityawith respect to such action.

Even if investors are able to obtain a judgmentregaChile, the enforceability in Chile of suchuglgment is dependent on such judgment not
violating the principles of Chilean public policy.




CERTAIN DEFINED TERMS AND CONVENTIONS
Exchange Rates

For your convenience, Chile has provided trangatiof certain amounts into U.S. dollars at thesrapecified below unless otherwise indice

Exchange Ratel!)

At December 31, 200 Ps.495.82 per US$1.(
Average for year ended December 31, 2 Ps.522.69 per US$1.(
At December 31, 200 Ps.629.11 per US$1.(
Average for year ended December 31, 2 Ps.521.79 per US$1.(
At December 31, 200 Ps.506.43 per US$1.(
Average for year ended December 31, 2 Ps.559.67 per US$1.(
At December 31, 201 Ps.468.37 per US$1.(
Average for year ended December 31, 2 Ps.510.38 per US$1.(
At December 31, 201 Ps.521.46 per US$1.(
Average for year ended December 31, 2 Ps.483.36 per US$1.(
At June 30, 201. Ps.509.73 per US$1.(
Average for si-month period ended June 30, 2( Ps.492.83 per US$1.(

(1) As reported by the Central Bank in accordance pétagraph 2 of article 44 of its Constitutional @nig Act.

For amounts relating to a period, Chilean pesosranslated into U.S. dollar amounts using the ayerxchange rate for that period. For
amounts at period end, Chilean pesos are transtated).S. dollar amounts using the exchange ratkeeaperiod end.

The Central Bank reported the exchange rate foleGHormal exchange market at Ps. 474.74 per UB$as of September 12, 2012. The
Federal Reserve Bank of New York does not repadan buying rate for Chilean pesos.

Presentation of Financial Information

All annual information presented in this prospedsusased upon January 1 to December 31 periotisssiatherwise indicated. Totals in tables
in this prospectus may differ from the sum of theividual items in those tables due to rounding.

Since Chile’s official financial and economic s$titis are subject to review by the Central Bang,itifiormation in this prospectus may be
adjusted or revised. The information and data éoathin this prospectus for December 31, 2011 hackeafter is preliminary and subject to further
revision. The government believes that this reyieacess is substantially similar to the practidemany industrialized nations. The government does
not expect revisions to be material, although itned assure you that material changes will not bdem
Defined Terms

This prospectus defines the terms set forth be®folkkows:

. Gross domestic produor GDP means the total value of final products semices produced in Chile during the relevantqukeri

. Importsare calculated based upon (i) for purposes of doréiade, statistics reported to Chilean custonmsgmtry of goods into Chile on
acost, insurance and freight includedr CIF, basis and (i) for purposes of balanceafments, statistics collected ofree on board or
FOB, basis at a given departure locat




. Exportsare calculated based upon statistics reported ile@@hcustoms upon departure of goods from Chila 8B basis.

. Rate of inflation or inflation ratis change in the consumer price index or CPI ferrtdevant calendar year, unless otherwise spdcifie
The CPl is calculated on a weighted basket of coresigoods and services using a monthly averagiribodeThe rate of inflation is
measured by comparing the CPI indices for the Besrember against the indices for the prior Decentbee “Monetary and Financial

Systen— Inflation. ”

« An Unidad de Fomento (UF) is an inflation-index€thjlean peso-denominated monetary unit that isiaié based on the Chilean CPI of
the immediately preceding 30 days as calculatedpaibtished daily by the Central Bank of Chile. Thain use of this index is in

connection witt“re-adjustabl” payment obligations denominated in Chilean pe

Unless otherwise indicated, all annual rates ofncare average annual compounded rates, anchafidial data are presented in current pr

This prospectus refers to the state-owned compamnigsnstitutions as indicated below:

Banco del Estado de Ch

Corporacion de Fomento de la Producc
Corporacion Nacional del Cobre de Ct
Empresa Nacional del Petrdl

Empresa de Transporte de Pasajeros Metro
Empresa Nacional de Miner

Empresa de los Ferrocarriles del Est

Banco Estad:
Corfo
Codelco
ENAP

Metro

Enami

EFE




FORWARD-LOOKING STATEMENTS
This prospectus and any prospectus supplement oragio forward-looking statements.

Forward-looking statements are statements that@rabout historical facts, including statementswltChile’s beliefs and expectations. These
statements are based on current plans, estimalgwajections, and therefore, you should not plardue reliance on them. Forward-looking statements
speak only as of the date they are made. Chilertaidss no obligation to update publicly any of thianight of new information or future events,
including changes in Chile’s economic policy or bateéd expenditures, or to reflect the occurrenagnahticipated events.

Forward-looking statements involve inherent riskd ancertainties. Chile cautions you that a nunolhémportant factors could cause actual
results to differ materially from those expressediiy forward-looking statement. These factorsuide| but are not limited to:

« Adverse external factors, such as high internatimmerest rates, low copper and mineral pricesraoession or low growth in Chile’s
trading partners. High international interest ratesld negatively affect Chile’current account and could increase budgetaryneljoees.
Low copper and mineral prices could decrease tergments revenues and could negatively affect the cuaeobunt. Recession or lc
growth in Chil¢ s trading partners could lead to fewer exports ft@imile and lower growth in Chil

. Instability or volatility in the international fimecial markets, including in particular continuedmereased distress in the financial markets
of the European Union, could lead to domestic Vd@iatwhich may adversely affect the ability ofelChilean government to achieve its
macroeconomic goals. This could also lead to deslin foreign investment inflows, portfolio invesnis in particular

« Adverse domestic factors, such as a decline irigordirect and portfolio investment, increasesamestic inflation, high domestic
interest rates and exchange rate volatility. Eddhese factors could lead to lower growth or loweernational reserves; al

. Other adverse factors, such as energy deficitestrictions, climatic or seismic events, internadiloor domestic hostilities and political
uncertainty

DATA DISSEMINATION

Chile is a subscriber to the International Monefamynd’s Special Data Dissemination Standard, or SPEhich is designed to improve the
timeliness and quality of information of subscripimember countries. The SDDS requires subscribi@gnoer countries to provide schedules indica
in advance, the date on which data will be releasete so-called “Advance Release Calendar.” HaleCprecise dates or “no-later-than-dates” far th
release of data under the SDDS are disseminated thonths in advance through the Advance Reledsadza, which is published on the Internet
under the International Monetary Fund’s Dissemaratandards Bulletin Board. Summary methodologied| metadata to enhance transparency of
statistical compilation are also provided on thednet under the International Monetary Fund’s Bissation Standards Bulletin Board. The SDDS’
Internet website is located at http://dsbb.imf.Amglications/web/sddscountrycategorylist/?strcodeECNeither Chile nor any agents or underwriters
acting on behalf of Chile in connection with théeofand sale of securities, as contemplated ingifaspectus or in any prospectus supplement, accept
any responsibility for information included on thebsite, and its contents are not intended tmberporated by reference into this prospectus.

USE OF PROCEEDS

Unless otherwise specified in a prospectus suppign@hile will use the net proceeds from the sélseaurities offered by this prospectus for
the general purposes of the government.




SUMMARY

This summary highlights information contained elsere in this prospectus. It is not complete and m@tycontain all the information that you
should consider before investing in the debt séiegri You should read the entire prospectus andpaogpectus supplement carefully.

Selected Financial Information®

THE ECONOMY

Gross Domestic Product (GD®

Real GDP (in billions of peso(®)

% Change from prior ye:

Consumer price index (annual rate of char

Producer price index (annual rate of char
Unemployment rate (annual avera
BALANCE OF PAYMENTS
Trade balanc
Current accour
Financial and capital account (including changeegerves
Errors and omissior
Central Bank international reserves (pe-end)
Number of months of import covera
PUBLIC FINANCE
Central government reveni
% of GDP
Central government expendit.
% of GDP
Central government surplus/(defic
% of GDP
Consolidated nc-financial public sector surplus/ (defic(®)
% of GDP
PUBLIC DEBT
Central government external d¢

Central government external debt/G
Central government external debt/expt

(1) In millions of U.S. dollars, except as otherwisdigated.

Six Months
Ended
June 30,
2007 2008 2009 2010 2011 20126)
173,000 179,85¢ 172,95¢ 216,25: 248,74: 127,23t
90,857 93,84¢ 92,857 98,53¢ 104,43 54,03¢
5.2% 3.%% (1.0% 6.1% 6.C% 5.5%
4.4% 8.7% 1.5% 1.4% 3.3% 3.1%
)
6.5% 2.36% 0.0% 20.21% (7.45% (10.6%
7.2% 8.C% 8.7% 7.2% 6.6% 6.6%
24,13: 6,07¢ 15,36( 15,32: 10,79: 1,267
7,07¢ (5,800 3,51¢ 3,26¢ (3,220 (2,447
7,57¢ (4,522) 4,19¢ 15,19: (3,919 (1,967
468 1,27: 64¢€ (55€) (721) 47C
16,91( 23,16: 25,37 27,86¢ 41,97¢ 40,344
3.7 4. 5.7 4.7 4.7 5.5
44,21 43,57( 32,82: 46,84 57,02: 30,41;
25.6% 24.2% 19.(% 21.7% 22.%% 23.%%
30,73: 36,21¢ 40,04« 47,72¢ 53,79: 21,24t
17.6% 20.1% 23.2% 22.1% 21.6% 16.7%
13,48 7,35¢ (7,229 (887) 3,22¢ 5,17¢
7.6% 4.1% (4.2% (0.9% 1.2% 4.1%
4,55¢ 2,41¢ 2,95( 4,95¢ N.A. N.A.
2.5% 1.3% 1.6% 2.1% N.A. N.A.
3,65¢ 2,93t 2,53( 4,09t 5,28( 4,64¢
%
2.1% 1.6% 1.5% 1.5% 2.1% 1.90
5.2% 4.5% 4.6% 5.6% 6.5% N.A.

(2) GDP in U.S. dollars calculated by translating tbenmal GDP in pesos at the average exchange rataobf period
(3) Calculated using chained volumes at prices foirtimaediately preceding yee
(4) The non-financial public sector includes thatcal government, municipalities and public ownetkeprises, and does not include Banco Estado

and the Central Ban
(5) Preliminary.

(6) Calculated using 2011 GDP as an approximationdial 2012 GDP

Source: Central Bank, Budget Office and National Statsfinstitute.
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REPUBLIC OF CHILE
Area and Population

Chile covers an area of approximately 756,626 sfjkdometers (excluding the Antarctic territory, iain covers approximately 1,250,000
square kilometers). Continental Chile occupiesraomastrip of land, with an average width of 17Tokieters, extending approximately 4,270 kilome
along South America’west coast. It borders Peru to the north, thewtit territory to the south, Bolivia and Argerdito the east and the Pacific Oc
to the west. Continental Chile’s geography is dated by a range of Pacific coastal mountains inmést, the Andes Mountains in the east and a valley
that lies between these two ranges. Southern @hée archipelago, with Cape Horn at its tip. Chilerritory also includes several islands, inchgli
Easter Island, Juan Fernandez Island and Sala ye@ésiand.

Continental Chile has five well-defined geograpigigions: the northern desert, the high Andean settte central valley, the southern lakes
district and the archipelago region. Approximat2lys of Chile’s land area is forested, while the aerimg non-urban areas consist primarily of
agricultural areas, deserts and mountains. Thdeartdesert region is rich in mineral resource® dlhmate is dry and hot in the north, temperatihe
central regions and cool and wet in the south.

Chile’s population, industry and arable land aréniyaconcentrated in the central valley, which uraés the nation’s capital and largest city,
Santiago, and its two largest ports, San Antonib\éalparaiso. According to the national census ootetl in 2002, Chile’s population was
approximately 15.7 million, with an annual averggewth rate of 1.2% from June 1992 to June 2002. National Statistics Institutdristituto
Nacional de Estadistice— INE ) conducted a national census during the first Ha#0d.2 and is currently reviewing the results. TRE expects to
release final results of the 2012 national cenguh® end of 2012. According to the preliminaryules of the 2012 national census published by g,
Chile’s population was approximately 16.6 million aswfie 30, 2012, representing a 0.97% average growgbpulation as compared to June 30, 2
The 2002 national census showed that the populati@ile was highly urbanized, with approximat8I§ living in cities, with approximately 40% of
urban dwellers residing in the Santiago metropoléeea, which includes the city of Santiago andstireounding region. Spanish is Chile’s official
language.

Chile considers itself an upper-middle income ecoyol he following table provides selected compagastatistics as set forth in the CIA
World Fact Book 2012.

United
States of
Argentina Brazil Chile Colombia Mexico Venezuela America
Per capita GDPY US§  17,70C US§  11,90C US§ 17,40 US$  10,40( US$  14,80C US$  12,70C US$  49,50(
Life expectancy at birth (in year 77.1 72.1 78.1 747 76.€ 74.C 78.4
Infant mortality (as % of live births 1.05% 2.05% 0.7:% 1.5¢% 1.61% 2.01% 0.5%
Adult literacy rate 97.2% 88.6% 95.7% 90./% 86.1% 92.™% 99.(%

(1) Figures are adjusted by purchasing power parityF
Source:CIA World Fact Book 2012.

The Chilean Constitution and Government

Chile is a democratic republic. Accordingly, theilean Constitution declares and guarantees priesiplich as the recognition and protectic
human dignity, equality before the law, protectidrprivate property and free entrepreneurship,doee of speech and association, popular sovereignty,
representative government, separation of powergrendile of law.

The Constitution was approved in a national refévemin 1980 and provides for a system of governroentposed of three separate and
independent powers: an executive branch headedPogsident (with a non-renewable four-year terni@gaslative branch consisting of a two-
chambered Congress, and a judicial branch in wifiefSupreme Court is the highest authority. ThesBiution also provides for a Constitutional Co
which is the highest authority for all matters ofistitutional law.




The 1980 Constitution was significantly amended989 and in 2005 to introduce important changekddastructure of the political system,
including the increase of lower house’s oversigiwers and a decrease in the powers and status dfdational Security Council, which is now an
advisory body, strengthening the role of the Cautitinal Court by allowing it to rule on the conistionality of laws and the introduction of a sirgr
Presidential term limit, which has subsequentlynbexeluced to four years.

The Congress consists of a Senate and a ChambBapoties. Thirty-eight Senators comprise the Sendtde the Chamber of Deputies
consists of 120 members. All members of Congresekected by popular vote.

There are 21 judges on the Supreme Court, whoeate a&ppointed by the President with the Senateisertt, and serve until age 75. The
Chilean Constitutional Court is composed of 10 gglghree of whom are appointed by the Presiderste by the Supreme Court and four by Congress,
and serve until the age of 75.

Recent Political History

From its independence from Spain in 1810 until 1@vigh the exception of short intervals in the gar800s, in 1924 and in 1931), Chile had a
democratically elected government. In SeptembeBEdiilitary junta, led by General Augusto Pinoclieén commander in chief of the army, took
power and held it until 1990, when a democratid¢esyswas reinstated.

Former President Patricio Aylwin, a member of thei§tian Democratic Party (PDC), reinstated civiliale when he took office for a four-
year term on March 11, 1990 with the support ofGleacertacion de Partidos por la Democrag¢ihe Concertacidrcoalition), a political coalition
described below. His election in December 198%fwdd a transition from military rule that includaadountrywide plebiscite in 1988, as stipulated in
the 1980 Constitution. Eduardo Frei Ruiz-Taglegp @snember of the PDC and supported byGbacertacidrcoalition, was elected to the presidency in
December 1993 for a six-year term and took offiseMarch 11, 1994. In January 2000, again with thgpsrt of theConcertaciércoalition, Ricardo
Lagos, founder of the Party for Democracy (PPD)s efected to the presidency for a six-year ternickvbnded on March 11, 2006. His successor,
Michelle Bachelet, became the first woman to besi@ent of Chile after being sworn into office onfdla 11, 2006. Ms. Bachelet is a member of the
Socialist Party and was supported by @@ncertaciorcoalition. The current president is Sebastian Rifi@ho, at the time of the election, was a mer
of the National Renewal PartyRenovacion Nacionat RN). Mr. Pifiera resigned from RN prior to beingpsn in as President on March 11, 2010,
having won the 2010 presidential elections withgbpport of the center-rigltoalicién por el Cambialliance described below.

Political Parties

Chile has two major political groups: the centdt-éed center-right coalitions.

. The center-left coalitionConcertacion consists of the following political parties: thentrist Christian DemocratidRartido Democrata
Cristiano— PDC) and Radical Social Democratiedrtido Radical SocialdemdcrataPRSD) parties, as well as the moderate leftigyPa
for Democracy Partido por la Democraci— PPD) and the Socialist PartPartido Socialiste— PS).

. The center-right coalitiorCoalicion por el Cambiogonsists of the following political parties: NatadrRenewal Party Renovacion

Nacional— RN), the Independent Democratic Union Patgn{on Demdcrata IndependienteUDI) and, until the most recent
congressional electionChile Primero.




Chile also has several smaller parties, which histly have not generally been represented in @esgy but have had elected representatives ir
certain municipal governments. These parties hésteritally had limited success, because votingtierChamber of Deputies is done on a district-by-
district basis and candidates from smaller pah@se not received the most votes in any indivicdaaistituency despite their parties receiving a
significant share of the national popular votetie most recent congressional election held in Bées 2009, however, three members from the
Communist Party Partido Comunista— PC) and two from the Regionalist IndependentyP@Partido Regionalista Independiente PRI), both
traditionally smaller parties, were elected as Diejsu

In December 2011, Congress approved a major eldatform to simplify the registration process &ireligible voters, which is expected to
increase the Chilean electorate by approximateds.58s a result of the reform, the Chilean Elect@aivice estimates that the Chilean electorate will
comprise 13,388,643 registered voters as of themjpw municipal elections in October 2012, as camp&o 8,285,186 registered voters at the time of
the presidential and congressional elections inexter 2009.

Presidential and Congressional Elections
The following tables detail the results of the Rtestial and Congressional elections held sincéeGhieturn to democracy in 1989:

Presidential Election Vote

(in %)
1999 1999 2005 2005 2009 2009

1989 1993 1Stround  2"round @ 1Stround 2™round @ 1Stround 2" round @
Cente-Left (Concertacion’ 55.2 58.C 48.( 51.2 46.C 53.t 29.€ 48.2
Cente-Right (Coalicién por el Cambio 29.¢ 30.60) 47.5 48.7 486D 46.5 44.1 51.€
Left (Juntos Podemos M) — 4.7 3.2 — — — 6.2 —
Humanists and Green Pa — 6.7 1.C — 5.4 — — —
Centrist Unior(Unién de Centro Centrc 15.¢ — 0.4 — — — — —
Independen — — — — — — 20.1 —

(1) Aggregate percentage of two cel-right presidential candidate
(2) The second round took place in January of thevigtig year.

Congressional Elections (Chamber of Deputies)
(in % of votes at the national level)

1989 1993 1997 2001 2005 2009
Cente-Left (Concertacion’ 51.F 55.4 50. 47.¢ 51. 44.40)
Cente-Right (Coalicién por el Cambio 34.Z 36.7 36.2 44.2 38.7 43.4
Left 5.3 6.4 7.5 5.2 7.4 —@
Humanists and Greel — 14 2.8 1.1 — 4.€
Centrist Unior(Union de Centro Centrc 2.6 — 2.1 — — —
Others 6.4 0.1 0.7 1.t 21 7.€

(1) Inthe 2009 Congressional election, Concertacidorand the Communist Party campaigned together ateatorl alliance




The following table details the composition of ®enate and Chamber of Deputies as of July 30, 2012:

Composition of Senate Composition of Chamber of Deputies
Cente-Left ( Concertacior) 18 Cente-Left ( Concertacior) 53
Cente-Right (Coalicion por el Cambi) 1€ Cente-Right (Coalicidn por el Cambir) 55
Others® 3 OthersH 12
Total 38 Total 12C

(1) Includes Deputies and Senators that are indkper{not members of a political party) and depputiethe Communist PartyRartido Comunista—
PC) and the Independent Regionalist PaPartido Regionalista Independier— PRI).

Presidential and Congressional elections are hadd/dour years. Chile will hold its next Congressl and Presidential elections in November
2013 and the next Presidential period is schedalddgin in March 2014. The President is electeddor years, and is prohibited from serving inicf
for consecutive terms. The Senators are electeeidbt years, with half the chambggeats up for election every four years. MembgtiseoChamber ¢
Deputies are elected to four-year terms. Therearterm limits for Senators or Deputies.

Municipal Elections

There are 345 municipalities in Chile, each adnémesd by a mayor and a municipal council, compaded] 8 or 10 councilors, depending on
the number of electors in each commune. Municifgdt®ns are held every four years, with the mesent elections held in October 2008 and the next
anticipated elections to be held in on October224,2.

The following tables detail the results of the &lats for mayors and councilors by pact or alliance

Municipal Elections 2008 - Mayors 2008

Votes Percentage Candidates Elected
Cente-Left (Concertacion Democratice 1,826,82. 28.71% 227 101
Cente-Left (Concertacion Progresiste 618,68! 9.72% 10z 46
Cente-Right (Alianza por Chile!® 2,586,75. 40.66% 34C 144
Left (Juntos Podemos M& 402,66 6.3%% 191 7
Independent 647,02 10.17% 264 38
Others 280,18: 4.4(% 107 9
Validly elected candidates 6,362,13I 100.0% 1,231 34¢

(1) Alianza por Chileconsisted of the National Renewal Party and thepeddent Democratic Unio

Municipal Elections 2008 - Councilors 2008

Votes Percentage Candidates Elected
Cente-Left (Concertacion Democratice 1,694,49. 27.8%% 2,09z 677
Cente-Left (Concertacion Progresiste 1,052,33: 17.2%% 2,01z 39:¢
Cente-Right (Alianza por Chile!® 2,194,52! 36.05% 2,12¢ 861
Left (Juntos Podemos M& 555,32¢ 9.12% 1,58¢ 79
Independent 94,98¢ 1.5€% 205 12
Others 495,22! 8.1% 1,46¢ 124
Validly elected candidates 6,086,89! 100.0% 9,48¢ 2,14¢

(1) Alianza por Chileconsisted of the National Renewal Party and thepeddent Democratic Unio
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International and Regional Relations

Chile maintains close ties with its neighboring mies and has had no significant regional or ma&onal conflicts in recent years, except for a
recent maritime boundary dispute with Peru, whi&hénding before the International Court of JusticEhe Hague. The dispute was instituted by the
Republic of Peru in 2008 and concerns sovereignty a sea area of about 37,900 km? in the Pacifiea@. Peru believes that the demarcation of the
maritime boundary between the two countries i$ atitstanding. Chile’s position, however, is tHa¢ border is settled pursuant to previously ratifie
treaties.

Chile also has a boundary dispute with Argentinaceoning the Southern Patagonian Ice Figldunpo de Hielo Sux, which comprises an ar
of 13,900 km2 and a large water reservoir. Notwéthding several attempts to resolve this disagreerd® km of the border remains undefined.

Chile is a member of or party to:

. the United Nations (UN), as a founding member,udiig many of its specialized agencies. Chile wasrapermanent member of the L
Security Council from January 2003 until the en@004;

. the Organization of American States (OAS);

. the World Health Organization (WHO);

. the World Trade Organization (WTO);

. the International Labor Organization (ILO);

. the International Monetary Fund (IMF);

. the International Bank for Reconstruction and Depeient (World Bank);
. the Inter-American Development Bank (IDB);

. the Organization for Economic Cooperation and Degwelent (OECD));
. the International Conference of Copper Exportingitdes (CIPEC);

. the Asian Pacific Economic Cooperation Forum (APEC)

. the Union of South American Nations (UNASUR);

. the World Intellectual Property Organization (WIP@pd

. Pacific 4: New Zealand, Singapore, Brunei Darussaad Chile.

In February 2003, the Central Bank formally becgae of the credit arrangements known as the Nesarigements to Borrow (NAB), created
by the IMF in 1998. The NAB serves as a mechanprovide resources to countries facing a finarmisis. In October 2003, the Central Bank
became a member of the Bank for International &atthts (BIS). The BIS is an international orgamirgtestablished in 1930 to pursue worldwide
monetary and financial stability.

Chile also participates in several regional arramgrgts designed to promote cooperation in tradesiment and services. Chile is a member of
the Latin American Integration AssociatioAgociacion Latinoamericana de Integraci®rALADI), a regional trade association, and an eisge
member of the Mercado Comun del Sur or “Mercoswhich is an economic and political agreement design promote free trade in Latin America.
Chile is also party to a number of bilateral tradeingements. SéBalance of Payments and Foreign Trade — Foreigadeg” for more information on
these arrangements.
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Chile participated as an observer in the Orgaronair Economic Cooperation and Development (OE@Dpver a decade and became an
active member of 20 OECD committees and workingigso In recognition of Chile’s sound policies, BECD Board invited Chile to become a full
member of the organization in May 2007. In Septen2088, Chile submitted itgitial Memorandunin support of its membership application and, after
completing the process for accession, Chile waisddvo become a member on December 15, 2009. €hilembership in the OECD became effective
on May 7, 2010. In joining this organization, Chilecame its first South American member.

In becoming an OECD member, Chile agreed to: @mte the efficient use of its economic resour(i§sncentivize research, development
and vocational training in the scientific and teclogical fields; (iii) implement policies that tasgeconomic growth and internal and external fifegnc
stability and avoid policies that hinder such ghownd stability; (iv) Reduce, and to the extentsilde, abolish any obstacles to the domestic and
international exchange of goods, services and patgrasnd maintain and extend the liberalizationagfital movements; and (v) contribute to the
sustainable economic development of both membenaneémember countries, in particular, by contribgtcapital flow and technical assistance and
providing access to export markets.

Measures Implemented to Deter Terrorism and Money kaundering

Chile has played an active role in the initiatiegginst money laundering and terrorism financingeutaken by international organizations in
which it is a member. These organizations inclieWN, the OAS, the Financial Action Task Forc&oftith America (GAFISUD), the Inter-American
Drug Abuse Commission (CICAD) and the OECD.

To this end, in 2001 the President issued Supreewed2 No. 488, which requires all authorities anlolip institutions to ensure the observance
and enforcement of UN Security Council resolutiom 1,373 and, in 2003, in compliance with the utadéngs of the “International Convention for the
Suppression of the Financing of Terrorism,” Chiledified its original counter-terrorism Law No. 1848 enacted in 1984, by enacting Law No. 19,906,
through which the financing of terrorism has beexdma criminal offense.

In 2003, Law N0.19,913 was enacted to bolster thiee&n anti-money laundering regime by increasirggenalties for money laundering and
expanding the number of criminal offenses deemathdsrlying crimes for the purposes of the lawhsag drug dealing, arms dealing, financial
offenses or any form of terrorism, including thesfincing of terrorism. In addition, Law 19,913 ceshthe Financial Analysis and Intelligence Unit
(UAF), a governmental entity aimed at preventing ise of the financial system and other sectotiseoéconomy for specified illegal activities, wih
special focus on money laundering. It is respoadibt gathering, processing and exchanging infolonatlated to the financing of terrorist or money
laundering activities. If the UAF has reasonablich¢hat a financial operation is being used trlder money or to fund terrorist activities, itégjuired
to promptly provide all relevant information to tB&ilean prosecutors and courts. With the purpdsketerring terrorism, the Superintendency of Banks
and Financial Institutionsuperintendencia de Bancos e Instituciones Finaasie- SBIF), the banking regulatory agency, has insedidanks and
other entities under its supervision to implemertain recommendations that expand the concefieghl activities constituting international terisin,
such as money laundering and providing impropearfiing.

In 2005, a new Drug Act (Law No. 20,000) was enacléis law contains measures to help detect mémeydering by strengthening the
police’s powers of investigation and internatiojuglicial cooperation.

In March 2006, the SBIF replaced its standardsherptevention of money laundering with th€&re principles for effective banking

supervisior’ and “ Customer due diligence standards for bahkstablished by the GAFISUD and the Basel Committe Banking Supervision. Many
of these guidelines, however, had already beenemehted in practice.
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In December 2009, Law No. 20,393 on Criminal Resjiulity of Legal Entities for the Crimes of Mon&gaundering, Financing of Terrorism
and Offences of Bribery entered into force. Thig,lavhich was promulgated in part to give effecCtaile’s obligations under certain international
treaties, introduced a list of offenses for whicivate legal entities and state-owned enterprisesbe held criminally liable (i.e., bribery of Gédin and
foreign public officials, money laundering and fireéng of terrorism). Criminal liability for legalngities in the aforementioned cases is an exception
the general Chilean criminal law principle resirigtcriminal liability to individuals.

In December 2010, GAFISUD concluded its third roendluation of Chile’s compliance with the Intetinatl Financial Action Task Force
recommendations to combat money laundering andriem financing. In its report, GAFISUD provideccoenmendations for further improving
compliance. These recommendations are consistémGAFISUD’s 2006 evaluation and include, among others, th@simg items requiring legislati
action: (i) improving the implementation of “knowyr client” procedures by certain unregulated fgmeixchange service providers and (ii) facilitating
criminal prosecution of money laundering and tasrarfinancing by eliminating the intent requiremé&oim the legal definitions of these crimes.
Congress is currently reviewing a proposed bilt thauld codify these recommendations.

As of the date of this prospectus, Chile holdsptetempore presidency of GAFISUD. While servingash, Chile announced at the®5
Plenary Session the adoption of a new nationalegtyato combat money laundering and terrorism fifragn and the formation of a discussion group to
develop and implement the strategy. The grouphweitiefit from the participation of the IMF, the IADEd more than 20 public entities, including the
Central Bank, the Superintendency of Banks andrigiah Institutions Superintendencia de Bancos e Instituciones Finaasie- SBIF),
Superintendency of PensionSi§perintendencia de PensionresSP), the Superintendency of Securities and ImagréSuperintendencia de Valores y
Segurog and the Office of the National Public Prosec\(tBrscalia Nacional).

2010 Earthquake and Tsunami

Chile lies on the Nazca tectonic plate, makinghi¢ of the world’s most seismically active regio@kile has been adversely affected by
powerful earthquakes in the past, including ann8a@nitude earthquake that struck Santiago in 188%29.5 magnitude earthquake in 1960, which was
the largest earthquake ever recorded.

On February 27, 2010, an 8.8 magnitude earthquakekscentralsouth Chile. The quake epicenter was located 208smmbuthwest of Santia
and 70 miles north of Concepcién, Chile’s secomgdst city. The earthquake triggered a tsunametralsouth coastal areas. Due to the severity o
earthquake and its devastating consequences, ondfgl28, 2010 the government declared a “statatafstrophe” in Regién del Maule and Region del
Bio Bio for a 30-day period. On March 11, 2010state of catastrophe” was also declared in Regégbhilertador General Bernardo O’Higgins for a
20-day period. Significant aftershocks followed thigial earthquake, including aftershocks of &2 and 5.6 magnitudes within an hour of the ihitia
earthquake, aftershocks of 6.9, 6.7 and 6.0 madgéton March 11, 2010 and a 7.2 magnitude eartiegoaiarch 13, 2010. As of May 15, 2010 the
official death toll from the earthquake and tsunaras 521.

The regions of Bio Bio and Maule were the most selyeaffected regions. Concepcion, located apprakaty 200 miles south of Santiago, was
the most affected city, with its infrastructure andnerous buildings severely damaged. The coastalaf Concepcion, including the neighboring cities
Talcahuano and Penco, were hit by a tsunami shaiftidy the earthquake that significantly damaget fagilities. Several cities in the Maule region,
including its capital city of Talca, were also sesly affected by the earthquake. The region op®iso, including the port of Valparaiso and ftihe ¢
of Vifia del Mar, was also severely affected. Regibsuffered serious damages as a result of thenagnitude quake on March 13, 2010, which forced
President Sebastian Pifiera to declare a “statatasttophe” in that region. Rancagua, the capitglof Region VI, located approximately 56 milesifn
Santiago, also suffered significant damages.
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The earthquake and its aftershocks, as well asusisfrom adjacent coastal waters, caused severagiato Chile’s infrastructure, including
roads, bridges, ports and Santiago’s internatiaimgbrt. The damage to Chile’s roads, port andratifeastructure is likely to have an adverse intgac
the Chilean economy and, in particular, on expuosiitesses that operate in the affected areas. inét@tructure damage from this catastrophe has be
estimated to be US$21 billion and comprises US$llidn of private sector infrastructure damagel &15$10.6 billion of public sector infrastructure
damage. The public sector infrastructure damageaily affected housing, education, health carélipworks, government buildings and monuments
and agriculture. The private sector infrastructlmenage primarily affected manufacturing, fishirayrtsm, housing, education, energy, agriculture,
transportation and telecommunications. The govemrastimates that public spending of US$8.4 billiah be needed between 2010 — 2013 for the
government’s reconstruction efforts, as furthercdésd below, of which US$3.3 hillion will come frotax revenues (including the increased mining
royalty imposed by Law No. 20,469); US$2.9 billivom budget reassignments; US$1.2 billion fromdbpper reserves fund; US$0.3 billion from
donations and 0.7 billion from other sources, idalg, proceeds from the sale of non-core assetmlyrghares in privatized water utility companies),
additional indebtedness (subject to congressigu@icval), or the withdrawal of funds from the Ecorio and Social Stabilization Fund (FEES).

In February 2011, the global insurance company $Ris estimated that the total value of claims @vepe insurance companies as a
consequence of the earthquake and tsunami wilhrel&$8 billion. As of May 2012, the Chilean Supg&gimdency of Securities and Insurance
(' Superintendencia de Valores y Segurbad recorded a total of US$6.0 billion in clairesating to the earthquake and tsunami damage.

The government has announced a US$8.4 billion stoaction plan to be allocated as follows: housRig4%; health system: 25.4%;
education: 14.3%; public works: 13.9%; other: 19%e Ministry of Finance is funding the reconstrantplan from a variety of sources, including a
US$730 million reallocation of public expenditur@e government is also encouraging private donatio help the reconstruction efforts. A law on
donations (Law No. 20,444) created tax creditgifumations to a reconstruction fund managed by dvermment. As of April 2012, the total amount of
donations received pursuant to this law was apprately US$23.6 million.

In addition, in July 2010, the Reconstruction Ficiag Law (Law No. 20,455) was approved by Congresghlights of the initiatives containe
in this law include:

. The first category tax, applied to businesses, m@gased from the then-current 17% to 20% duridtf2 18.5% in 2012 and will return
to 17% in 2013 (however, as of the date of thispectus, Congress approved a law to increasertieditegory tax to 20% on a
permanent basis

« Anincrease of 0.275% in the real estate tax @tgdars 2011 and 2012, which applies to propeitly a/fiscal value exceeding
approximately US$180,000, which represents apprateiy 1.5% of Chil’s real estate

« Anincrease in the tax on tobacco sales from 50e182.3%, plus a tax of approximately US$0.10 makage of 20 cigarettes.

. Tax deferral treatment of certain voluntary sosidurity deposits depdsitos convenidgshas been limited to approximately US$35,000
per year

. Restrictions have been placed on the use of tamptiens for income derived from lease paymentsgcivhiad historically been permitted
by the special tax regime of Decree with Force aivINo. 2 of 1959 applicable to homes complying wigntain legal requirement

The mining royalty was also amended as part oftheernment’s reconstruction efforts. In October@02ongress passed Law No. 20,469,

which subjects mining operators with annual saless 60,000 metric tons of fine copper to a tax afiding scale from 5.0% to 34.5% of operating
margin, depending on annual sales revenues otéipper, instead of the prior 5.0% fixed rate taavusly established under Law 20,026 of 2005.
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Law No. 20,469 does not affect (i) foreign miningeoators that had already been granted a fixedatax or “tax invariability,” under a foreign
investment agreement enacted between such fordigngroperator and the Chilean government pursteatite Foreign Investment Statute (Decree
No. 600) or (ii) local mining operators that hadezad into a tax invariability contract under Law.N20,026, unless such operators have waived
rights to tax invariability within 60 days of th&ectiveness of Law 20,469. Companies that waivedr trights became subject to the transitory
provisions of Law No. 20,469, which include a takerranging from 4.0% to 19.5% during 2010, 201d 2012. Beginning in 2013, such mining
operators will be subject to the mining royalty uant to the following rules: (i) between 2013 andil the original termination date of the invarilélp
regime set forth in the relevant foreign investmegreement, the mining operator shall be subje¢kja tax rate ranging from 0.5% to 5% in theecal
mining operators subject to the provisions of Law R0,026; (y) a tax rate of 4%, in the case oéifgm investors that have entered into a foreign
investment agreement under the Decree Law No. 66fyéd December 1, 2004 or local mining operatoas iave applied for foreign investor rights
under the rules of the Decree Law No. 600; or (B)xerate of 5%, in the case of foreign investbet have entered into a foreign investment agreemen
under the Decree Law No. 600 on or after Decemb20Q4; (ii) upon the original termination datetloé tax invariability regime set forth in the redex
agreement, the mining operator shall be subjeahtextended tax invariability period at the tavesadet forth by Law No. 20,469 for an additionaiqm
of six years; and (iii) upon the termination of #asdended invariability regime, the mining operatball be subject to the general tax regime effectit
the date thereof.

As of the date of this prospectus, the governmpehding on the reconstruction effort during 2018 2011 amounted to US$1.3 and US:!
billion, respectively. For 2012 and 2013, the gowveent expects spending on the reconstruction effaeach approximately US$2.2 and US$1.3 bil
respectively.

As of April 30, 2012, the government had completpgroximately 74% of its anticipated spending anriconstruction effort. In particular,
the government had completed 58% of its anticiphtaesing expenditures, 100% of its anticipatedctalemunications expenditures, 62% of its
anticipated expenditures on public buildings, 9@%isoanticipated expenditures on health care andices and 77% of its anticipated expenditures on
education.

15




THE ECONOMY
History and Background

Chile is a country rich in natural resources ascitonomy has historically been oriented towardsetport of primary products. During the
international economic crisis of the 1930s, howgtrer market for Chilean exports collapsed andmatonal capital markets were closed to Chilean
borrowers. In response to this, successive govartsught to reduce Chigetlependence on foreign trade by implementing itmgdrstitution policie
designed to promote domestic industries and disgeuimports. The strategy was supplemented by @ivia state a role in the development of key
sectors, including electricity and steel. As resfilthese policies, the government’s role in theneeny expanded in the decades that followed.

Government policy was eventually liberalized aretween 1964 and 1966, the administration of Presilduardo Frei Montalva (1964 to
1970) lowered external tariffs and greatly reductiger non-administrative import barriers. In adsfitithe administration tried to professionalizel€hi
monetary policy by recruiting career economistthwCentral Bank and the Ministry of Finance. Desgliese more liberal economic policies, Chile’s
economy was still heavily regulated into the 1a860s.

The socialist government of President Allende (1&/0973) greatly increased the government’s nolian@ economy by implementing a wide-
ranging nationalization program, expanding the agnareform process that was started by previowegonents, and rapidly increasing the government
expenditure and the money supply. By 1973, inflatieached an annual rate of more than 500%, iridustrtput fell by more than 6% and the Central
Bank'’s foreign exchange reserves stood at slightgr US$40 million.

Following the militarycoup d’etatin 1973, the military government lead by Generagjdsto Pinochet (1973 to 1990) introduced liberal
economic reforms designed to open the economyréidio investment, liberalize foreign trade and @dthe central government’s size and influence on
the economy by, among other things, eliminatinggtstanding and widespread price controls and uakield a significant privatization program.
Although the military government was able to redindiation, eliminate budget deficits and initiata economic recovery, in the early 1980s, Chile
underwent a severe recession due largely to alglebassion, a worsening of the terms of trades@ehse in the availability of external credit, wea
banking sector regulation, real wage inflexibiliand the abandonment of the currency peg whichktyuied to the depreciation of the peso and an
external debt and domestic banking crisis. In 19821, GDP fell 13.4% compared to the previous yeat983, real GDP further decreased 3.5% and
unemployment peaked at 20.5% (excluding the effefctgrtainad hocemergency employment programs developed by thergment). From 1984 to
1989, however, the government’s liberalizing ecoiwopolicies resulted in increased exports, ave@B® growth of 6.7% per year, a 66.6% reduction
in the current account deficit, and a steady risi@tiernational reserves.

In addition, in 1985, the government initiated er@aching privatization program of state-owned pamnies. These economic policies and the
government’s expansionary monetary policy led tapproximately 22.8% increase in domestic spenftinthe two-year period from 1987 to 1989,
which in turn led to a rise in inflation. When Hdent Aylwin took office in 1990, it implemented@acroeconomic policy designed to correct these
economic imbalances.

The Concertaciércoalition governments of Presidents Patricio Ayh\d890 to 1994), Eduardo Frei Ruiz-Tagle (199406®), Ricardo Lagos
(2000 to 2006), and Michelle Bachelet (2006 to Ma2610) sought to provide stability and economigh to Chile while fostering social
developmentConcertaciércoalition administrations consistently promotecdefraarket economic principles, including protectafrprivate property, the
subsidiary role of the state in the economic afstj\free trade, open and fair competition, soundnm@conomic, banking and financial regulation
policies. The current administration of Presidegb&stian Pifiera froi@oalicion por el Cambigeeks to strengthen the Chilean economy and irereas
economic growth to an average of 6% per year byeding the investment rate, improving capital merkegulation and enhancing labor productivity
through human capital investment, promoting innimvaand entrepreneurship, and modernizing the.Stéie current government has expressed its
commitment to sound macroeconomic policies ancé#tension and improvement of social policies tsthim need.

16




Additionally, the current government has adhered soistainable fiscal policy that includes a stéib=l balance measured as a percentage of
GDP (known as the “fiscal balance rule”). Durindl@0the government appointed a special commissi@ssess the then-prevailing fiscal balance
pursuant to a new methodology, which study reveal2d% fiscal deficit. As of the date of this grestus, the fiscal target for 2012 is a structural
deficit of approximately 1.1% of GDP, and the gawaent intends to reduce this deficit to 1.0% of G2014 (Se€' Public Sector Finances — Public
Sector Accounts and Fiscal Statistics”)

Macroeconomic Performance (1990 — 2008)

The Chilean economy grew by an average of 8% par lyetween 1990 and 1998. In 1999, as a resulieof 997 Asian crisis and the
abandonment of the crawling exchange rate bandZliilean economy experienced a recession. Desgégvely strong growth in 2000 (4.5%), turmoil
in the international financial markets, low coppeices and the Argentine currency and debt cris001-2002 combined to slow the pace of growth in
Chile to 2.2% in 2001 and 3.4% in 2002. The pofidiaplemented to give effect to the structural bedarule introduced in 2001 (se®tiblic Sector
Finances— Public Sector Accounts and Fiscal Statistics scki Policy Framework — Structural Balance Poliayl® ) were instrumental in helping the
economy accelerate its growth rate. In 2003, tlrmeey grew by 3.9% and by 7.0% in 2004, 6.2% in52@07% in 2006, 5.2% in 2007 and 3.3% in
2008. This was accompanied by an improvement inetmas of trade, driven mainly by the price of ceppvhich rose from an average of US$0.707 per
Ib. in 2002 to US$1.669 in 2005 and US$3.049, US#3 and US$3.155 in 2006, 2007 and 2008, respéctivereased copper prices helped the
Chilean Sovereign Wealth Funds (the Pension Resamd-FRP, by its Spanish acronym, and the EconamicSocial Stabilization Fund) save
US$22.7 billion as of the end of 2008 (se€eublic Sector Finances — Fiscal Responsibility Law”

Global Financial Crisis — Economic Performance andPolicies of 2008—2009

Beginning in the fourth quarter of 2008, globahtie began to negatively affect Chile’s macroecorgeeirformance including the contraction
in available external financing, increase in pramsufor credit risk, significant capital outflowsofn emerging markets, reductions in interest rates o
U.S. Treasury bonds, lower commodity prices, initcigccopper (US$1.39/Ib in December 2008 compareéd3$3.17/lb in September 2008) and
fluctuation in the value of the dollar against athejor currencies. These factors resulted in aifsigint slowdown in output (from 4.7% to 1.4%) and
demand (from 9.9% to 1.2%) in the fourth quartee@8 compared to the same period of 2007. Therespotor was similarly affected, with the terms
of trade deteriorating by 27.5% in the fourth gaeadf 2008 compared to the same period in 2007. GioRth in 2008 was 3.3% compared to 5.2%
during 2007. Domestic consumption grew 5.2% in 26@®@pared to 7.6% in 2007. This decrease resulted & significant reduction in the demand for
new cars, capital goods, new homes and inventdrtes sectors that have been most affected aré, mtaiufacturing and construction.

In an effort to combat the effects of the globahbficial crisis and ensure sufficient liquidity ireteconomy, in October 2008, the Central Bank
suspended its program of U.S. dollar reserve actation, implemented U.S. dollar repurchase transastwith weekly auctions of US$500 million and
permitted banks to use currencies in addition . dollars to meet their foreign currency reseaguirements for a period of six months.

In light of global economic conditions, at the begng of January 2009, the government implementstihzulus plan aimed at boosting
employment and economic growth. This fiscal packageivalent to 2.1% of GDP (US$4.0 billion), sotughcreate conditions that would allow the
economy to grow in 2009 and, directly and indirgatkeate more than 100,000 joblSg€e* — Employment and Labor — Employm§nihe stimulus
package included: subsidies to individuals and li@sjiadditional investment in public infrastrueutax cuts, improved access to financing for small
and medium-sized businesses, additional capitaizatf state-owned enterprises (including a US3iohiinvestment in Codelco), and other initiatives
to incentivize private investment, such as a US$W0ilon public investment plan for rural and urbarads and housing and irrigation projects aimed at
supporting employment in the construction sector.
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Primarily as a result of the fiscal stimulus plan2009, government expenditures grew by 17.8%lendentral government real revenue fell by
23.2% as compared to 2008 due to decreases frotaxnetllection and gross copper revenue, maimgnfCodelco. In 2009, the government recorded
an effective deficit of 4.5% of GDP and a structuleficit of 1.1% of GDP. (SeePublic Sector Finances — Public Sector AccountsRisdal Statistics
— Fiscal Policy Framework — Structural Balance PgliRule”). Financing sources for the deficit came fromisaiance of government bonds in the
local market, as authorized in the 2009 budget &wd, from withdrawals from the FEES. Withdrawatsfrthe FEES in 2009 included: US$8.0 billion
to help finance part of the stimulus plan and theal deficit caused by the drop in both tax rexenand income from Codelco; US$441 million to pay
down public debt; and US$837 million for paymertbithe FRP. Total withdrawals from the FEES in 20@%e US$9.3 billion. (SeePublic Sector
Finances— Fiscal Responsibility Law — Economic and Soctabflization Fund’).

The government sought to mitigate the effect oretkehange rate of the inflow of dollars relatedht® governmens withdrawal from the FEE
by using domestic borrowing to finance the defieit launching a process of daily auctions so asdeide the market with a framework of predictable
and transparent sales. In order to finance expemditin pesos under the stimulus plan (equivaeapproximately US$3 hillion), daily auctions of
US$50 million were held between March 27 and Juy)e2R09. Subsequently, auctions of US$40 milliomeareeld daily from July 1 to November 20,
2009, for a total of US$4 billion.

Gross Domestic Product (2009 to the Present)

In 2009, GDP contracted by 1.0%. This was primardysed by a 5.7% decrease in aggregate domestandedue largely to a 12.1% reduc
in gross fixed capital formation and a 4.5% cortioacin exports compared to 2008, which resultednfthe global financial crisis. In addition, theD20
average price of copper decreased to US$2.34 peothpared to US$3.16 per Ib. in 2008, which reslilh less favorable international trade terms.
These factors were partially offset by the govemtisdiscal stimulus plan implemented in Januar@20

In 2010, GDP increased by 6.1% mainly due to areie in the growth of domestic consumption froteerease of 0.8% in 2009 to an
increase of 10.0% in 2010, an 35.6% increase iestment from a decrease of 23.5% in 2009 and a hdf#ase in exports from a 4.5% decrease in
2009. In addition, the 2010 average price of coppeeased to US$3.42 per pound compared to US§2B84ound in 2009, which resulted in improved
international terms of trade. Chile’s economic ey in 2010 was partially offset by the negatingpact of the earthquake and tsunami of February 27,
2010. (Se€e' Republic of Chile — 2010 Earthquake and Tsunami”

During 2011, GDP grew by 6.0%. This was primariéyised by a 9.4% increase in aggregate domesticrdi@d 7.6% increase in gross fixed
capital formation a 7.9% increase in consumpticth @d.6% increase in exports.

During the six months ended June 30, 2012, GDP gre®.5% (compared to the same period of 2011} Wais mainly due to a 6.9% increase

in the service sector as a result of an increapeiwate consumption. However, the current accoeobrded a negative balance mainly due to a larger
increase in imports than exports.
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Economic Performance Indicators

The following table sets forth certain macroecormperformance indicators for the fiscal quarteespnted:

Domestic
Current GDP Demand
Account Growth Growth
(Million US$) (in %) (in %)

2007

First quartel 3,124.6( 6.4% 6.4%

Second quarte 2,686.6: 5.€% 6.€%

Third quartel 1,165.4. 4.C% 5.%

Fourth quarte 102.0¢ 4.7% 9.€%
2008

First quartel 1,307.1: 3.C% 8.9%

Second quarte (881.1¢) 3.&% 12.5%

Third quartel (3,350.09) 5.1% 11.4%

Fourth quarte (2,875.9) 1.4% 1.2%
2009

First quartel 953.3¢ (2.9% (6.7%

Second quarte 1,812.6: (3.2% (10.0)%

Third quartel 305.7¢ (0.6)% (7.9)%

Fourth quarte 446.1: (2.9% 1.2%
2010

First quartel 2,161.00 2.8% 10.2%

Second quarte 793.6: 7.1% 17.1%

Third quartel (757.7¢) 7.7% 17.2%

Fourth quarte 1,071.6: 6.7% 14.4%
2011

First quartel 639.9: 9.%% 15.4%

Second quarte 406.0( 6.2% 9.(%

Third quartel (2,998.7) 3.7% 8.€%

Fourth quarte (1,267.3) 4.5% 5.5%
2012

First quartel (129.09) 5.2% 4.5%

Second quarte (2,442.3Y) 5.5% 7.1%

Source: Central Bank.
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The following tables present GDP and expenditureasured at current prices and in constant 2002 &hjpesos, each for the periods
indicated:

GDP

Aggregate Domestic Deman
Gross Fixed Capital Formatic
Change in Inventorie

Total Consumptiol

Private Consumptio
Government Consumptic
Total Exports

Total Imports

Net Exports

Source

Central Bank.

GDP

Aggregate Domestic Deman
Gross Fixed Capital Formatic
Change in Inventorie

Total Consumptiol

Private Consumptio
Government Consumptic
Total Exports

Total Imports

Net Exports

Source

Central Bank.

GDP and Expenditure
(at current prices for year indicated, in billions of constant 2003 Chilean pesos)

20

Six Months

Ended

June 30,

2007 2008 2009 2010 2011 2012
90,42¢ 93,84¢ 96,79¢ 110,37: 120,23: 62,70
78,43t 91,99% 89,49 103,58: 116,21: 61,22(
18,14t 23,17¢ 21,02% 23,68¢ 27,83¢ 14,59(
44¢ 1,18¢ (1,46%) 2,30¢ 1,79¢ 1,54¢
59,84: 67,63¢ 69,93¢ 77,58¢ 86,57¢ 45,08¢
50,47( 57,08: 57,71: 64,34¢ 72,36¢ 37,93¢
9,37z 10,55¢ 12,22( 13,24 14,21 7,152
40,88¢ 38,95: 35,84¢ 42,00¢ 45,77( 22,86¢
28,89 37,10: 28,54¢ 35,21¢ 41,74¢ 21,38«
1,851 1,851 7,30¢ 6,79( 4,02( 1,48¢

GDP and Expenditure
(chained volume at previous year prices, in billioa of Chilean pesos)

Six Months

Ended

June 30,

2007 2008 2009 2010 2011 2012
90,85 93,84¢ 92,87t 98,53¢ 104,43 54,03¢
84,95 91,99% 86,79¢ 99,63: 108,98 55,82:
19,66: 23,17¢ 20,37t 23,27¢ 27,38( 14,38
51C 1,18¢ (1,739 2,001 1,36¢ 1,19¢
64,77 67,63¢ 68,15¢ 74,264 80,16 40,23¢
54,27 57,08: 56,63 62,32: 67,79: 34,47¢
10,52( 10,55¢ 11,528 11,967 12,43¢ 5,82¢
39,22¢ 38,95¢ 37,18 37,69: 39,43: 20,25(
33,35¢ 37,10: 31,10 39,63: 45,32! 22,59t
5,86¢ 1,851 6,071 (1,939 (5,89) (2,345




Composition of Demand

The primary component of aggregate demand is griwanhsumption, which has remained stable relativeDP at an average of 58.9% betw
2007-2011. Another key component of demand, grigssl ftapital formation, increased from 20.1% of GBR007 to 23.2% of GDP in 2011, despite a
decrease in 2009 to 21.7% of GDP (as comparedosdixed capital formation of 24.7% of GDP in 2D08

The following table presents GDP by categoriesggfragate demand:

GDP by Aggregate Demand
(percent of total GDP)

Six Months
Ended
June 30,
2007 2008 2009 2010 2011 2012
GDP Ps. 90,42 Ps. 93,84 Ps. 96,79  Ps. 110,37 Ps. 120,23 Ps. 62,70
Domestic Absorptiol 86.2% 96.8% 94.(% 91.£% 95.2% 95.2%
Private Consumptio 55.8% 60.% 59.€% 58.2% 60.2% 60.5%
Government Consumptic 10.4% 11.2% 12.6% 12.(% 11.8% 11.4%
Gross Fixed Capital Formatic 20.1% 24.1% 21.71% 21.5% 23.2% 23.2%
Exports of goods and servic 45.2% 41.5% 37.(% 38.1% 38.1% 36.5%
Imports of goods and servic 31.9% 39.5% 29.5% 31.9% 34.71% 34.1%

Source: Central Bank.

Savings and Investment

For several years leading up to 2009, Chile sigaiftly increased its savings rate due to the StraktFiscal Policy Rule (as defined below in
“Public Sector Finances”). The following table prats the savings expansion that occurred during 20@ 2008, and its subsequent contraction in
2009, caused by a decrease in bank loans and il@agecin net capital outflows abroad, mainly byitaonal investors and the government. In 2010,
2011 and the first six months of 2012, the savinags recovered primarily as a result of higher lewé institutional investment and economic growth.
2010, the savings rate recovery was also drivea pgsitive current account, which resulted fronminaproved trade balance for Chilean goods due t

increase in external demand for Chilean exports.

Savings and Investment
(% of GDP)

Six Months
Ended
June 30,
2007 2008 2009 2010 2011 2012
National Gross Saving 24.&% 22.2% 22.2% 25.(% 23.2% 23.1%
External Saving (4.2)% 3.€% (2.00% (1.5% 1.2% 2.(%
Total Gross Savings or Domestic Gross Investr 20.6% 26.(% 20.2% 23.5% 24.% 25.6%

Source: Central Bank
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Principal Sectors of the Economy

The Chilean economy, with a GDP of US$235.7 billior2010 and US$230.6 billion in 2011, has consib&r natural resources, a modern
export-oriented manufacturing sector and a soaitstd services sector.

Prior to the February 27, 2010 earthquake and mir@hilean output and domestic demand had beguecmver compared to the same period
in 2009. The earthquake and tsunami, however, daamsere damage to productive assets in areas obtintry important to Chile’s economy, which
led the government to lower its productive outlamkhe short term.

On a quarterly basis, output decreased by 6.6%eifitst quarter of 2010 compared to the fourthrtgpraof 2009. This contraction in output w
largely caused by the earthquake and tsunami’staffe industrial output and on the manufacturinggaein particular, which suffered damage to its
infrastructure, machinery and equipment and expeeéd an increase in lost workdays among absentogregd. The manufacturing sub-sectors most
affected were paper and presses, food, drinksaatto, metallic products, machinery, equipmentathdr, and chemical industry, oil rubber and
plastic. The primary sector was also severely &édfbby the earthquake and tsunami. The fishingdtriglsuffered significant damage to vessels and
processing infrastructure, while the agriculturgustry experienced the destruction of storageif@s] and water restraints caused by damage to
irrigation infrastructure. The services sub-sectoost significantly and adversely affected by thelequake and tsunami were transport and personal
services.

During the remainder of 2010, the Chilean econonaylgally recovered from the effects of the eartheguend tsunami as a result of increased
domestic demand in various sectors of the econamlyding electricity, gas and water, trade, cagricommunications and copper.

In 2011, GDP grew by 6.0%, driven by the increasgross fixed capital formation and private constiomp Most of Chiles productive sector
including in particular agriculture, forestry arighing, recorded significant growth. This growthsaaainly due to domestic absorption, which reached
rate of 95.2% of GDP in 2011, compared to 91.8%0h0.

During the six months ended June 30, 2012, GDP gre®:5% compared to the same period of 2011, égdamainly by a 6.9% increase in
the service sector and a 2.7% increase in the pyisector. In line with 2011 results, this growthsaprincipally driven domestically by a domestic
absorption rate of 97.5% of GDP and a private comngion rate of 61.9% of GDP.
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The following tables present the components of &&hiGDP and their respective growth rates for théoals indicated:

Nominal GDP by Sector
(% of GDP)

Six Months
Ended
June 30,
2007 2008 2009 2010 2011 20120
PRIMARY SECTOR: 24.(% 17.% 16.2% 19.2% 18.2% 16.5%
Agriculture, livestock and foresti 2.€% 2.S% 2.£% 2.€% 2.8% 2.7%
Fishing 0.€% 0.4% 0.4% 0.2% 0.4% 0.2%
Mining 20.5% 14.(% 13.1% 16.1% 15.2% 13.5%
Copper 19.5% 12.8% 12.(% 14.% 13.5% 11.7%
Other 1.1% 1.2% 1.1% 1.2% 1.7% 1.8%
MANUFACTURING SECTOR: 12.% 11.2% 11.2% 10.8% 10.9% 11.2%
Food, drinks and tobac¢ 3.5% 4.C% 4.5% 4.1% 4.2% 4.4%
Textile, cloths and leath: 0.5% 0.4% 0.2% 0.2% 0.2% 0.2%
Wood and Furnitur 0.7% 0.€% 0.5% 0.4% 0.2% 0.4%
Paper and press 1.€% 1.5% 1.2% 1.4% 1.2% 0.S%
Chemical Industry, oil, rubber and plas 3.(% 2.2% 2.% 2.1% 2.4% 2.5%
Non-Metal Mineral Products and basic metallurc 1.1% 0.% 0.6% 0.€% 0.7% 0.9%
Metallic products, machinery, equipments and o 1.€% 1.5% 1.£€% 1.7% 1.7% 1.9%
SERVICE SECTOR: 56.2% 63.(% 64.5% 62.(% 62.4% 63.7%
Electricity, gas and watt 1.% 2.7% 3.1% 2.4% 2.4% 1.8%
Constructior 5.6% 7.3% 7.2% 7.2% 7.4% 7.€%
Trade and caterin 8.7% 9.6% 9.1% 9.2% 9.5% 9.2%
Transpor 4.7% 4.6% 4.2% 4.2% 4.1% 4.5%
Communication: 1.% 2.C% 2.(% 2.C% 1.%% 1.%%
Financial Service 15.8% 17.%% 17.% 17.2% 17.2% 17.5%
Housing 4.5% 4.5% 5.2% 4.% 5.C% 5.2%
Personal Service 9.2% 10.1% 10.9% 10.2% 10.6% 11.5%
Public Administratior 3.7% 4.1% 4.6% 4.4% 4.2% 4.4%
Subtotal 92.1% 91.5% 92.1% 92.(% 91.€% 91.5%
Net adjustments for payments made by financialtirtgins, VAT and
import tariffs 7.%% 8.5% 7.%% 8.C% 8.2% 8.5%
Total GDP 100.(% 100.(% 100.(% 100.(% 100.(% 100.(%
Nominal GDP (millions of Pesos Ps. 90,428,717 Ps.93,847,9c Ps.96,799,1€ Ps.110,371,4z Ps.120,232,6( Ps. 62,705,0¢

@ Preliminary.
Source:Central Bank.
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Change in GDP by Sector
(% change from previous year)

Six Months
Ended
June 30,
2007 2008 2009 2010 2011 2012(1)
PRIMARY SECTOR: 2.8% (1.8% (1.9% 1.3% 1.7% 2.7%
Agriculture, livestock and foresti 3.1% 6.C% (4.9% 2.3% 11.2% 2.4%
Fishing (1.1)% 15.%% (14.2)% 2.2% 17.1% 2.8%
Mining 2.8% (3.7% (1.0)% 1.1% (4.8)% 2.7%
Copper 2.5% (3.7% (0.9% 0.5% (6.0)% 3.6%
Other 0.6% (3.9% (8.1)% 7.2% 9.5% (4.00%
MANUFACTURING SECTOR: 2.4% 1.€% (4.2% 3.4% 6.6% 3.5%
Food, drinks and tobac( 2.2% 2.6% 3.9% 2.€% 4.3% 8.6%
Textile, cloths and leaths (7.2)% (9.7% 1.1% 10.4% (1.9% (3.9%
Wood and Furnitur: 17.0% (8.7% (23.6)% 9.5% 7.C% (5.1)%
Paper and press 17.2% 3.6% 1.(% (6.9)% 10.1% (2.6)%
Chemical Industry, oil, rubber
and plastic 2.2% 4.4% (4.6)% 3.5% 6.% (1.49%
Non-Metal Mineral Products and basic metallurg (0.1)% (7.5Y% 3.9% 4.2% 17.2% 6.9%
Metallic products, machinery, equipments and o 8.C% 6.€% (4.8% 9.1% 5.8% 4.9%
SERVICE SECTOR: 5.€% 5.8% 0.1% 7.(% 8.2% 6.9%
Electricity, gas and watt (25.9% 4.2% 13.8% 10.7% 12.5% 13.1%
Constructior 4.£% 11.(% (5.9% 1.7% 11.1% 7.23%
Trade and caterin 6.€% 5.2% (5.8% 16.1% 11.7% 6.8%
Transpor 4.1% 0.C% (9.6)% 8.5% 8.4% 6.6%
Communication: 11.7% 11.2% (5.4% 9.2% 6.9% 6.1%
Financial Service 13.4% 6.7% 1.5% 7.C% 8.5% 7.1%
Housing 3.6% 3.5% 3.6% 0.2% 2.5% 3.1%
Personal Service 5.5% 5.2% 3.% 5.2% 7.L% 6.5%
Public Administratior 4.2% 0.2% 6.€% 2.&% 0.S% 5.9%
Subtotal 4.€% 3.6% (0.6)% 5.5% 6.2% 5.5%
Net adjustments for payments made by financialtutgins, VAT and
import tariffs 9.4% 6.2% (3.6)% 13.%% 8.2% 4.7%
Total GDP 5.2% 3.2% (1.0% 6.1% 6.C% 5.4%
Real GDP (chained volume at previous year price: Ps 90,856,52 Ps. 93,847,92 Ps. 92,875,2¢ Ps. 98,536,2C Ps. 104,436,71 Ps. 54,037,84

(1) Except for Real GDP, percentages reflect chaagerded during the second quarter of 2012 as aoedpto the same period in 2011. Real GDP
corresponds to the «~month period ended June 30, 20
Source:Central Bank

Primary Sectors
The Chilean economy’s primary sector is significdme to the size of its direct contribution to G{B.2% in 2010 and 18.3% in 2011), and its

role as a supplier of inputs to the manufacturiecier.
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Agriculture, Livestock and Forestry

Agricultural production consists primarily of fruitvhich includes fruit concentrates, table grapggles, pears, nectarines, prunes, lemons,
avocados, berries, cherries and peaches.

From 2007 to 2011, exports of agricultural proddttsluding fishing) made up approximately 6.0%attl exports, amounting to an averag
US$4.1 billion per year. In 2011, exports of agitieral products were valued at US$5.1 billions.

The characteristics of Chile’s climate, botany aod give the country a comparative advantage énftiestry sector. As of June 2011, forests
covered 16 million hectares, making up approxinya22.0% of Chile$ surface area and forest plantations covered gippately 2.6 million hectares, -
3.4% of Chile. These plantations contributed US$#llfn in exports during 2011, or 7.3% of expdtsvalue, compared to US$5.0 billion or 7.0%
during 2010.

Fishing

Chile ranks among the foremost fishing nationdanworld, with an estimated annual catch as of Béer 2011 of 4.3 million tons, of which
sea-caught product accounted for 3.2 million tevis|e aquaculture accounted for 1.1 million toemong the main products are anchovies, horse
mackerel and sardines.

In less than a decade, Chile has become a leadingefl salmon and trout producer and exporter. @intanditions around the Chiloé ¢
Aysén Regions, including water that is continuadiplenished from both the Antarctic currents andaff from the Andes, provide an ideal environn
for a yearround fish farming industry. In 2008, total Atlamg8almon production amounted to 338.8 thousand ®®8.3% increase compared to 200
2009, however, salmon production was adverselycagteby the infectious salmon anemia, or ISA, vinbkich affected large numbers of breeds
production sites. Producers and other affected emiep downsized their labor force and, in many giabad to restructure their debt burden:
response, the government launched a support ptathiosector, including US$120 million in financgupport for producers and improvements ir
applicable regulations. In addition, the Nation&hing Authority (Servicio Nacional de Pesca — SERNAPESG@&rmed a committee of viroloy
experts and representatives of the salmon industsyudy the causes of the virus and devise atpléimit its spread. The plan was modeled, in pain
remediation plans implemented by other countriest thad experienced similar outbreaks and partibiged on recommendations of the W
Organization for Animal Health. Largely as a resaft the outbreak of the ISA virus, total Atlanti@imion production in 2009 decreasec
203.1 thousand tons, representing a decrease &¥4ds compared to 2008, and total fish exportsedsed by 6.8% in 2009 compared to 2008. In :
total Atlantic salmon annual production amountedl23.2 thousand tons, a 39% decrease comparee 2000, as a result of the ISA virus and
earthquake and tsunami of 2010. Notwithstandingdéeeased production in 2009 and 2010, the ske®ibegun to recover during 2011 and the
half of 2012, reaching a production of 264.4 thauktons in 2011 and 222.2 thousand tons betweamdamnd July, 2012. However, productiot
Atlantic salmon in 2011 was still 32% below the-prisis production of 2008.

In 1991, the Fishing Act was enacted to introdineedoncept of sustainable use. The governmentiaiged the size of Chile’s fishing fleet to
curb over-fishing and implemented a resource managésystem to promote sustainable fishing conuiitidhe Temporary New Fishing Act was
passed in January 2001, granting governmentahfishgencies the authority to establish limits anrthmber of fish that industrial ship-owners may
catch. In December 2002, Congress extended thdityadif this act through 2012. As of the date a§ gprospectus, approval by Congress of a new
extension of the Temporary New Fishing Act is peqdi

Research published by foreign institutions hasdihRtlantic salmon farming with certain environmer@omplications caused in part by the
introduction of diseases alien to the Pacific maenvironment, the use of medicines and pesti@ddabe aquafarms and the production of large
volumes of waste. In April 2010, important amendisemere introduced to the Fishing Act in part td@ss these concerns, which primarily related to
the aquaculture industry and the protection ofntlagine environment. The amendments limited the eotration of the ownership and duration of
aquaculture concessions, liberalized the rulethitransfer and lease of aquaculture concesssiospended the granting of new aquaculture conces
in several regions of the country and expresslyniiéed concessionaires to grant security interistiseir concessions. These amendments also intlude
certain measures designed to align the FishingMtbtinternational standards on the regulationhef $almon industry, such as (i) the strengthening o
environmental and sanitary regulations, includimgeispect of waste disposal and the use of chesni@lthe formation of designated fishing zones
along the coast; (iii) the creation of aquaculttwacession zones; and (iv) the establishment ofadhwinistrative sanctions for the infringement of
certain environmental and sanitary regulations.
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In June 2010, the environmental regulations on ewjuare were amended to incorporate additionalremvental protections. These protecti
included (i) the establishment of a minimum disenequirement between any two aquaculture cen(i§rsteanliness requirements for beaches and
bordering aquaculture centers; (iii) a ban on the af audio devices for the purpose of repellind$and other animals from aquaculture centers; and
(iv) additional requirements for establishing anaimaining environmental contingency plans.

The Fishing Act was amended in April 2010 by Law. k0,434, pursuant to which the National Servic€ishing (Servicio Nacional de Pesca -
SERNAPESCA) of the Ministry of Economy, was empoeeeto create a registry of legal entities and iitligls authorized to perform environmental
and sanitation evaluation services as well assieei€ertificates of compliance with the Fishing.ActJune 2011, this registry was approved into tigw
the Ministry of Economy.

In August 2011, the Ministry of Economy issued gulation that sets forth procedures for the pragpglication and oversight of environmer
regulations relating to the cleaning and washinfisbf farming devices. In addition, in August 201He Regulation on Concessions and Permits of
Aquaculture Reglamento de Concesiones y Autorizaciones de Wtuig) was amended by Decree No. 202, issued by therdecketary of Fishing ¢
the Ministry of the Economy, which introduced salemendments to the Fishing Act, including Law R,434 discussed above. Among other che
in law brought about by the amendments, the timeired to obtain an aquaculture concession wagested through the simplification or elimination
certain previously-required concession applicatitaps.

In December 2011, the government presented aob@loingress proposing an amendment to the Fishingofaddress the issue of long-term
sustainability of fishing activities in light of éhpermanent and growing challenges presented byvirexploitation of fishing resources. The bikkke
to delegate certain decisionaking authority regarding issues such as the ksftafent of global quotas and the closure of certishing operations in
administrative body. Among the principal conterftshe bill are the following: (i) the new concegtroaximum sustainable performance related to
capture quotas; (ii) the decrease of governmeitakps, by establishing scientific committees thiitdefine ranges and parameters for decision
making; (iii) changes to the actual maximum captimés (LMC) that expire at the end of 2012, foadable fishing licenses (LTP), that will have an
indefinite duration and will be tradable and dikisi (iv) the introduction of a specific fishing«aand (v) amendments to improve artisanal fishing.

As of the date of this prospectus, the bill hasbaeproved by the Chamber of Deputies, with ceanendments, but remains subject to the
review of the Senate.

Mining

Chile has large reserves of metallic and non-metalineral resources and is the world’s largestipoer of copper. In 2011, Chile had an
estimated 190 million metric tons of copper resen?¥.5% of world reserves, and produced 5.4 millieetric tons of grade A copper. Large quantities
of iodine, coal, gold, silver, nitrate, iron oredamolybdenum are also found in Chile. As a resh#,mining sector of the Chilean economy is a
significant contributor to the export sector and”s'he processing of mining production is includethe manufacturing sector.

In the 1990s, the mining sector grew due to in@dasvestment, including the opening of new largeas. During 2010 and 2011, this sector
represented 16.1% and 15.2% respectively of GDRcanstituted approximately 62.6% and 60.0% of Céiletal exports, amounting to approximately
US$44.3 and US$48.9 billion per year. Copper expduring 2011 increased by US$3.3 billion compavét 2010, primarily as a result of an increase
in copper prices from an annual average of US$@etpound in 2010 to an annual average of US$40@@und in 2011.
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The copper sub-sector is composed of a mix of gowent-owned and private companies. The state-owopper enterprise, Codelco, is the
largest copper producer in the world as well addahgest company in Chile. In 2010, Codelco coniiédl US$6.0 billion to government revenue, and
US$5.7 in 2011, while private mining contributed$3<7 billion in 2010 and US$4.7 in 2011. Unlikeptsvate sector competitors that are taxed on their
revenues, under Chilean law, Codelco’s net earrimgsubject to an additional 40% tax above the t@fporate income tax generally applicable to
domestic companies. In addition, as a wholly stateed enterprise, Codelco contributes all of itsimeome to the central government’s budget through
profit transfers. (SeePublic Sector Finances — Government-owned Enterpris- Codelcd’). In 2011, copper made up approximately 90.9%lbf
Chilean mining exports. In 2011, as a result ofdfneng increase in copper prices, the governnexnue from copper, including from private mining,
increased to US$9.2 billion compared with US$8Igdli in 2010. Foreign investment in the mining edas been significant during the past three
decades. Between 1974 and 2011 investment amotmt¢8$25.4 hillion, or an average of US$2,158 miillper year. Although the mining sector
continues to be the recipient of most of the fanéigrestment in Chile, a trend toward diversifioathas made the electricity and service sectors
increasingly appealing to foreign investors, wiilming investment has decreased in relative tebusing 2011, foreign investment in the mining se
amounted to US$2.48 billion.

In May 2005 a mining tax was enacted by Congrasswk as the mining royalty, which initially stiptéa that mining companies producing
over 50,000 metric tons of fine copper per yearatee taxed at 5% of operating profits, while thpsoducing between 12,000 and 50,000 metric tons
are taxed on a sliding scale from 0% to 5%, andetgroducing less than 12,000 tons are excluded tihe new tax. The mining royalty is consistent
with existing tax agreements between foreign fiemd the Chilean government. The royalty is curgeset at 4% and includes a series of tax rulesa for
period of between 10 and 20 years depending ositleeand nature of the investment. During 2010201dL, the mining royalty, which is imposed on
both domestic and foreign mining companies opegatirChile, contributed, in gross terms, US$364 6i&$807 million, respectively, to government
revenue.

In October 2010, as part of the government’s ptefinance the reconstruction effort following thetffuary 2010 earthquake and tsunami,
Congress raised mining royalties payable to theeguwent pursuant to Law No. 20,469. This law ei&hbs a new sliding scale tax on mining
companies that depends on annual sales of fineecoptining operators with annual sales over 50,8@@ric tons of fine copper are subject to a tax
ranging from 5.0% to 34.5% of operating marginteasl of the prior 5.0% fixed rate tax previousliablished under Law 20,026 of 2005ee
“Republic of Chile — 2010 Earthquake and Tsunami”).

In July 2011, Congress began review of a bill kn@srthe Institutional and Security Mining Act, tlaambong other provisions: (i) creates the
Superintendency of Miningguperintendencia de Minerjawith the purpose of reinforcing mining secuidiyd compliance; (ii) creates the Chilean
Geological Service $ervicio Geoldgico de Chile replacing the current structure to increaseasein geological studies and risks; and (iii) afes the
actual legislation regarding mining security. Agtoé date of this prospectus, the bill is undertwew of the Chamber of Deputies and is expetded
be reviewed by the Senate in the short-term.

In order to promote the investment in and increaseproduction of lithium, on April 2012, the Mitig of Mining (Ministerio de Minerig),
launched an international bidding process for 8ghtexplore and exploit such metal. For this paepthe Ministry of Mining issued on April 2 2012,
Decree No0.16, which establishes the requiremernisanditions of the Special Lithium Operations Gaat (Contrato Especial de Operaciones del
Litio , or CEOL), that, among other things, enables tirgractor to explore for, exploit and benefit fraqm to 100,000 tons of metallic lithium with a
maximum duration of 20 years. The submissionsmudé¢es are due in September 2012 and the firstidads expected to be announced at the end o
year.

A mining agreement between Chile and Argentina erages the exploitation of mining deposits locatiede to border areas. Pascua Lama, a

cross-border mining project, will be the first isbment to be made under this agreement. The proybath will focus on the development of an opgen-
gold mine, would involve an investment of more th®$2 billion. The project is scheduled to commemeeluction in the second quarter of 2014.
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Manufacturing Sector

Manufacturing is one of the largest sectors of €hieconomy. Between 2007 and 2011, this sectoesepted 11.2% of GDP, and is based
primarily on the processing of natural resources.

During 2010 and 2011, exports from the manufactusiector amounted to US$22.2 billion and US$27IBbj respectively, representing
31.3% and 33.8% of total exports, respectively.ibpthe six-month period ended June 30, 2012, eégfaym the manufacturing sector amounted to
US$13.4 billion, which accounted for 34.0% of taaports and represented a 2.2% increase as codnfosttee same period in 2011.

The following table presents information regardihg output of manufacturing production for the pdsi indicated:

Output of Manufactured Products
(in billions of pesos and as a percent of total)

2007 2008 2009 2010 2011

Foodstuffs, beverages and toba Ps 3,181 29.4% Ps 3,73( 35.5% Ps 4,31¢ 39.7% Ps 4,54¢ 38.2% Ps 5,022 38.2%
Textiles, clothing and leath: 457 4.2% 34€ 3.2% 277 2.5% 294 2.5% 31t 2.4%
Wood products and furnitu 652 6.(% 57€ 5.5% 44¢ 4.1% 48C 4.C% 41¢ 3.2%
Paper and printin 1,40t 13.(% 1,42¢ 13.6% 1,252 11.5% 1,59¢ 13.5% 1,59¢ 12.1%
products
Chemicals, petroleum, rubber and plas

products 2,69¢ 24.9% 2,102 20.(% 2,232 20.5% 2,36: 19.9% 2,92¢ 22.%%
Non-metallic mineral products and bas

metals product 1,00¢ 9.2% 87t 8.2% 627 5.6% 704 5.9% 85¢ 6.5%
Metal products, machinery and equipm

and miscellaneous manufacturi 1,43¢ 13.2% 1,44¢ 13.8% 1,73¢ 15.9% 1,892 15.%% 1,99¢ 15.2%

Total Ps  10,84( 100.(% Ps  10,50¢ 100.(% Ps  10,89: 100.(% Ps  11,88( 100.% Ps  13,13( 100.(%

Source:Central Bank.

In 2009, the manufacturing sector grew slightlymesasured at current prices, as a result of theagfinancial crisis, which resulted in lower
foreign and domestic demand in virtually all mamtdaing sub-sectors and, as set forth in the tabteve, decreases in total output in textiles, ahoth
and leather, paper and printing products and notaltitemineral products and base metals produatspased to 2008.

During 2010, the manufacturing sector grew by 3.4%measured using chained volumes at previougyeas, as a result of the global
economic recovery during that time and the 201thgaake and tsunami, which resulted in higher fpreind domestic demand, respectively, primarily
in food, beverage and tobacco, textiles, clothiegther, paper and printing products. During 2@té&,manufacturing sector grew by 6.6%, which was
mainly driven by growth in revenues from metallrogucts and foodstuffs, beverages and tobacco.

During the first half of 2012, the manufacturingtee grew by 3.5%, compared to the same periodiil2mainly as a result of an increase in
exports of foodstuffs, beverages and tobacco, amdesser extent the increase in exports of papeiprinting products, non-metallic mineral product
and chemicals.

Manufactured food exports include products suclishsneal, wine, frozen fish (including processelinem), juice and canned foods. Export

manufactured food products have grown by an averh@8.2% per year in the past 8 years. During 2@090 and 2011, exports of manufactured food
products amounted to US$6.1 billion, US$5.9 billaord US$7.6 billion, respectively.
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The chemicals, petroleum products, rubber andiptastdustries exported in 2010 and 2011 approxeiydiS$4.8 billion and US$6.1 billion,
respectively, which represented 21.8% and 22.2%l efianufactured exports in those years.

Chile has become a significant wine exporter glgb&Vine exports amounted to US$1.6 billion and WS%billion in each of 2010 and 2011,
respectively.

Services Sector
Construction

The construction sector is composed of an infratine and a non-infrastructure sub-sector. Tha#tfucture sub-sector includes projects such
as the construction of large-scale mining facitienergy and/or water plant projects. Growth @itfirastructure sector until 2009 had been aided b
public works concession program implemented byMh@stry of Public Works. (See ~ Privatization and Infrastructure — Public Works —
Infrastructure Concessio” ). The non-infrastructure sutector is comprised of private sector construgbianjects, such as hotels, apartments and ¢
buildings, mall centers, commercial outlets, cinsraad single-family homes. The construction sembatracted by 5.3% during 2009 as a result of the
global economic slowdown and despite the governimémtestment in this sector as part of its 208@dl stimulus plan, and grew by 1.7% in 2010 as a
result of the Chilean reconstruction efforts. Tinsvard trend continued during 2011 and the firgt #2012, during which the construction sectoewgr
by 11.1% and 7.3%, respectively mainly as a reffutbntinued reconstruction efforts.

Electricity, Oil and Gas and Water

General. Energy consumption in Chile consists mainly ¢f matural gas, wood and electricity. Between 2808 2007, this sector remained
relatively stable as a percentage of GDP, reprageah average 2.2% of GDP. In 2008 and 2009, hewdtvincreased to 2.7% and 3.1% of GDP,
respectively, due to an increase in hydroelectigegation. In 2010 energy consumption decreas2di®é of GDP, which was primarily the result of the
increased production by other sectors of the ecgnparticularly the mining sector, which benefifeoim increased copper prices, and was partially
offset by the continued increase in hydroelecteneration. In 2011, energy consumption remainduestt 2.4% of GDP. In the upcoming years,
electricity generation projects currently understounction are expected to provide an additionalltgénerating capacity of 2,922 MW, of which 1,812
MW will be generated by coal and diesel fuel andaf,017 MW by hydro-generation.

Law No. 20,402, enacted in December 2009 createdihistry of Energy, which is responsible for pyli laws and regulations, plans and
programs and generally the stewardship of the gregtor in the country. Technical and economicilggon of the sector, including tariff analysisdan
identification of technical and quality standards the responsibility of the National CommissionEmergy (Comision Nacional de Energfa- CNE).

The government’s current energy policy is to (Qmppte the security, efficiency and sustainabilityhe supply of energy, principally by
providing sound and stable regulations, and (ipravide the right incentives for the private sedttobe the primary actor in this sector. In ortter
accomplish these goals the government has pursediim and long-term strategies to (i) diversify #mergy matrix (in terms of both fuels and
suppliers), (ii) achieve greater energy autonomy, @i) encourage a more efficient and intelligese of energy through policies that promote blogh t
development of traditional power generation sousrasthe use of alternative renewable energy seusteh as geothermal, solar, micro hydroelectric,
wind, biomass and liquid biofuels, including ethband biodiesel. Additionally, nuclear power gernienais also being considered as a possible long-
term alternative.

In February 2012, the government announced a NaltlBnergy Strategy Estrategia Nacional de Energjahat established the energy policy
goals for the next two decades. The main aspedtedfational Energy Strategy are: (i) a strengtiderommitment to energy efficiency, establishing it
as a public policy priority; (ii) an increase innsmmption of non-conventional renewable energi¢siwihe Chilean electricity matrix; (iii) the
strengthening of traditional renewable energy sesirceducing external dependence and limiting dreese gas emissions; (iv) a boosting in the
development of the transmission system; and (vitmtinued promotion of cross-border electricitidgnterconnections. The Ministry of Energy
( Ministerio de Energig has announced that legislation will be preseatatlinitiatives will be commenced to implement thebjectives in the near
future.
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Over the past few years, conditions for the develept of non-conventional renewable energy, or NCRIEEh as geothermal, wind, solar, tidal
and biomass energy, have improved significantiglile. The government has supported the developofdd€RE particularly through an improvem
in the electricity markes regulatory framework and the implementation oécli support mechanisms for investment initiativeNCRE. There has be:
an increasing interest by both local and intermationvestors in the development of these proje&atsApril 1, 2008, Congress enacted Law No. 20,257
aimed at fostering the development and use of NE&Eces, as well as energy produced by small higtwie power plants. Under the new law, ene
generation companies with a capacity of 200MW orevare required to produce a certain percentaggeafenergy output from NCRE sources. This
obligation is initially 5% of the total energy ouwtpand, starting from 2015, the obligation will irase 0.5% annually up to 10% in 2024. As of tite da
of this prospectus, Congress is considering ahall would increase the required percentages of N€Gurced energy such that energy producers woulc
be required to produce 20% of their total energpoufrom NCRE sources by 2020 and the governngeanalyzing other alternatives to incentivize the
development of NCRE.

Oil and Gas. Although there are no legal restrictions in Cloitethe refining of crude oil by private sector gaanies, there is currently only o
refiner in Chile, ENAP, which is state-owned. Natiand international refiners sell their refingddgucts in an open and competitive market to peivat
distributors. During 2011, crude oil production amted to approximately 278,600 cubic meters whélural gas production amounted to 1,530 million
cubic meters.

During previous years, Chile faced restrictionstematural gas imports from Argentina, Chile’s maupplier. To remedy this problem, ENAP,
in association with private companies (Endesa, dysts and BG Group), developed and implemented thiat€)o LNG Project, the first liquefied
natural gas (LNG) import terminal in South Amerighis terminal has been fully operational since®@atd has an installed capacity of 10 million m
3/day (which can be expanded to a maximum of 15anilin3/day). The terminal is expected to be able to suppbugh re-gasified LNG to make up
for the shortfall in Argentine natural gas impoitsaddition, in February 2010, the new Mejillondd$G terminal owned by Codelco and Suez began
operating. The Mejillones LNG terminal has a norhieagasification capacity of 5.5 million Aof natural gas per day, which can support power
generation up to 1,100 MW in the towns and majaring areas of northern Chile.

In addition, to promote hydrocarbon exploratiorg Ministry of Mining invited local and internatioheompanies to participate in a tender for
exploration and production blocks located at theydimanes Basin (south of Chile). On November 1872@he Ministry of Mining awarded nine
exploration blocks to several private companieg@nebnsortia. In 2009, the Ministry awarded a resgploration block to a consortium formed by
ENAP and Methanex. Between 2007 and 2011, thes@aies have collectively invested almost US$450anilin exploration. Since 2010, the
agreements governing these exploration activittaelbeen under the supervision of the Ministry éigy.

Electricity . The electricity industry in Chile is divided intbree sub-sectors: generation, transmission astdhdition. The generation sub-
sector consists of companies that generate eliggtiiom hydroelectric, gas-fired and thermal sas.cDuring 2011, 63,723 GWh (gigawatt per hour)
were produced in Chile by the two main electrionwrks: SIC (Sistema Interconectado Centdadnd SING (Sistema Interconectado del Norte
Grande), which make up over 93.5% of the total electyigieneration in Chile. Hydraulic powered plantseyated 32.8% of total power; 17.7% was
generated by combined cycle power plants; 49.0%pseduced by steam powered plants; and 0.5% gemebgtwind energy.

The transmission sub-sector consists of compahagransmit the electricity produced by generatompanies at high voltage via high-
tension power lines over long distances.

The distribution sub-sector consists of compartias purchase electricity from generation compattesell to regulated and unregulated
customers. As of December 2008, 100% of the eqguiigyests in the distribution and generation conggmim Chile were controlled by the private sec
As of December 2010, the installed capacity conepri83% thermal energy, 35.8% hydropower and 1.2f6l whergy. By 2024, hydropower and non-
conventional renewable sources are expected taiatéor approximately 45% and 10% of the power iRatespectively.
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In the electricity sub-sector, the government istpears passed two laws, the so called “Short Ea#2004 and “Short Law II”, which were
intended to provide incentives for private investmé&hort Law | created investment incentives fmeistment in transmission, while “Short Law II”
created investment incentives for investment ingrogeneration, including both convention projects alternative renewable energy sources by
allowing distribution companies to award long tggower purchase agreements (PPAS) to generatorices pletermined in open bids instead of using
regulated prices. Generators now compete on tlee pisell energy to distributors and the prictéhefresulting PPA is indexed to each bidder’s input
costs. According to information released by theidtaEnergy Commission, in 2006, electricity suppipjects increased by 30% after the enactment of
Short Law .

Environmental approvals have been obtained in attiorewith the planned construction of the Hydraay®roject in the Aysén region, which
would include the construction of five hydroelectplants with an installed capacity of 2,750MW &inel installation of electricity transmission lines
from the Aysén region to the central part of Chile.

The Hydroaysén Project has raised concerns frotainggnvironmental non-governmental organizatioGQs) and activists regarding its
impact on the Chilean Patagonia. Construction igfgthoject was initially enjoined by the Court oppeals of Puerto Montt, and afterwards by the
Supreme Court of Chile. These injunctions were sgbently lifted. However, certain administrativaiotls have been filed against the commencement
of the Hydroaysén project and the environmentakesand approval of the transmission line for Hyareén is pending.

Additionally, on August 30, 2012, the Ministry oh&rgy sent to Congress a bill to allow the consioncof a Public Electric Highway
( Caretera Eléctrica Publicd, which would comprise the construction of newnsiaission lines and the interconnection of suobsliwith existing
transmission lines to facilitate access and coiwvigcbetween current and new providers of convamal and non-conventional energy. In particulag, th
new law would simplify the process by which contaas gain access to construction sites for transiondines, which in the past has delayed and, at
times, undermined transmission projects. The gawer expects the Public Electric Highway to prowad@ore efficient and faster platform for
electricity transmission. Furthermore, the governt@nounced a bidding process for the constructi@m interconnection transmission line that will
integrate the two main electric networks: SiISigtema Interconectado Centjadnd SING (Sistema Interconectado del Norte Grande

On August 28, 2012 the Supreme Court revoked ceetavironmental approvals granted to the Castiitgept, a 2,100 MW coal and fuel-oil
based power plant in the Atacama Region, nearith@itCopiapd, and a related port facility. Theudosided with the plaintiffsarguments that the pla
and port should be considered as a single pragearfvironmental approvals, and that the contarianadévels of the project considered as a wholeswer
impermissibly high. As a result, development eBarlating to the Castilla project have been sudpehe developers are permitted to submit a new
request for environmental approval, but it is utaiarat this time both whether such request williade and the time it would take to complete ammh
approval process. The Castilla project represestsatantial portion of the current generationguty. If abandoned, upward pressure on the price of
electricity may persist.

Water.As of 2010, approximately 99.8% of the Chilean dapan living in urban areas had access to drinkatmdter. Private companies
provide water and wastewater services in Chileesthe privatization of the last three state-ownamhganies in June 2004. The treatment of wastewater
increased from 20.2% in 1999 to 90.6% in 2011 eesalt of major investments such as those irEhErebalandLa Farfanawaste treatment plants.

On June 15, 2011 and May 4, 2012, the governmumiggh Corfo, sold a portion of its ownership ietrin the Aguas Andinas,

ESVAL/ESSBIO and ESSAL water companies, while maiimihg veto rights over decisions that affect thetew rights of these companies (see “
Privatization and Infrastructur”).
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Trade and Catering

This sector is primarily composed of commerce {ratad wholesale local commerce). Additionallyinitludes a portion of Chile’s gross
tourism income and other related services suckstaurant dining, lodging and catering. Growth Bimefalization of Chile’s economy during the 1990s
led to the rapid expansion of this sector. In eaficP010 and 2011, this sector accounted for 9.366%85% of GDP, respectively. In the first half @12,
this sector accounted for 9.3% of GDP.

Investment in the commerce sub-sector has incrdasedent years, totaling US$1.98 billion, US$2thiSion, US$2.43 billion and US$3.15
billion in 2008, 2009, 2010 and 2011 respectivelg$1.37 billion of 2011 investment or 43.6%, cop@ds to the construction and improvement of
shopping malls. As of August 2012, Chile had appnaely 74 shopping malls. Investments in departrs@res and supermarkets represented 23.9%
and 32.5% of the total investments of the sect@ednember 2011, respectively.

During June and July 2011, Empresas La Polar SLA.Rolar”), a publicly traded retail departmertdrst chain announced a material
misstatement in the accounting information, whiel resulted in an estimated US$901 million writesd@f unaccounted losses relating to commercial
credit card receivables. The National Service fonsglimers (Servicio Nacional del Consumidor or “SEBRN) initiated a class action law suit against
La Polar in June and it recently reached an agreewi¢h La Polar, which will generate compensationthe affected customers. The SVS has recently
announced fines for more than US$ 5.7 million agfefiormer executives of the company and the SBHisig sanctioning the audit firms involved.

The supermarket industry has also experienced eqmension, as well as consolidation, which haslted in two firms controlling a majority
of the market: D&S — Wal-Mart (as of December 208/Bl-Mart held an approximately 74.6% stake in D&83jle’s largest supermarket chain) and
Cencosud. As of December 2010, the market shab&6f— Wal-Mart was approximately 33.6%, while thanket share of Cencosud S.A.
(“Cencosud”) was approximately 26.3%. A ruling b tChilean Antitrust CourtTribunal de Defensa de la Libre Competencpevents Cencosud a
D&S — WalMart from further expansion through acquisitionshout the prior clearance of such court. The supekets sector has also seen the eni
Corp Group, a Chilean conglomerate, through a sefi@urchases through which it has acquired a%20rtarket share and gathered them within SMU

The travel and leisure industry, particularly teuni is one of the most important contributors ®gbrvices sector. From 2007 to 2011, the
average annual number of tourists visiting Chitalex 2.75 million. In 2011, Chile received approately 3.0 million tourists, primarily from Argent
(36.5%), Peru (11.0%), Brazil (10.7%), Bolivia (3%), the United States (5.7%), Colombia (2.2%),r@ary (2.2%) and France (2.1%). The tourism
industry in 2010 and 2011 recorded revenues of USiflion and US$7.6 billion, respectively.

Personal Services

Chile’s personal services sector is primarily cosgzbof public and private education and healthisesv The personal services sector,
including health, education and others, made u@9r22007, 10.1% in 2008, 10.9% in 2009, 10.4%0&®and 10.6% in 2011. Other services include
media (radio and television) and personal and seei@ices not provided by the government or amgopublic institution.

In Chile, parents are free to choose between pablitprivate schools for their children. All scheydiowever, must comply with certain
educational and academic program standards an@eegpvernmental authorization. Chile’s public ealien system is decentralized. Public schools are
managed by local municipal governments, which marnhgir own budget. Public schools receive monfilmd transfers from the central government
based on the number of students attending, and prarately managed schools also receive governfioggiing on the same basis. In 2009, Congress
approved the General Education Lalkefy General de Educacion £GE), which, among other things, created the Edanauality Agency Agencia
de Calidad de la Educacidn responsible for assessing schools performamekttee “Superintendency of Education3(perintendencia de Educacijin
responsible for school inspections. The LGE alsangithens the role of the National Council of Ediacein approving the national standards and
curriculum for preschool, primary and secondarycation. (Seé— Poverty, Income Distribution and Social ReformsEducational Reforms). In
August 2011, the government announced new propésailsiplementing policies to further the developmef the Chilean education system. (See
Poverty, Income Distribution and Social Refo— Educational Reforms).
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Chile has a dual health insurance system comprtbiagublic National Health Fund=pndo Nacional de Salug- Fonasa) and licensed priv:
insurers (nstituciones de Salud Previsionat Isapres), which provide health insurance plarssofthe beginning of August 2011, all workers were
required to set aside at least 7% of their monghlgry for the financing of a health insurance plgnto a limit of the equivalent of UF4.62
(approximately US$215 at June 30, 2011). Howewmerugust 17, 2011, Congress approved a bill thi{ivexempt lower-income retired workers
(jubilados) from this contribution requirement and (ii) redube contribution obligation of middle-income retl workers as defined by Social
Protection Data Ficha de Proteccion Sociyl

Workers may opt to join the Fonasa health serveterark (by contributing 7% of their salary, withetabovementioned limit) or to purchase a
health insurance policy offered by any Isapre (Ayipg 7% or more of their salary). As of Decemb@t 2, approximately 2.9 million people were
covered by private health insurance policies cat#gwith Isapres and over 13.2 million people wareered by Fonasa. A portion of the remaining
population (approximately 1.2 million) receives lie@are from the armed forces and police healtk sgstems, while the rest are uninsured.

Fonasa is a universal health care system thatgesvnedical and health care, surgical servicespahtic disease prevention programs through
a regionally managed health service network. Theidtty of Health, through Fonasa, collects andritiistes state and private funds for health services
provided primarily in facilities managed by thetstalhe government also provides health care cgedi@ the uninsured and the indigent.

Within the Fonasa system, beneficiaries can chtmpay a modest co-payment and obtain care fronpeowider on a pre-approved list
(Modalidad de Libre Elecciér- MLE), or they may choose to obtain care at putaiglities at almost no costModalidad de Atencion Institucionat
MAI). Within the private health care system, Isapoéfer myriad and widely varying combinations eflefits, premiums and co-payments. While the
law allows Isapres to offer different plans accogdfo the age and sex of individuals, no furthek segmentation is permitted. A network of private
health providers supplies most medical care urtdeidapre system.

The public health system is currently implemengngform plan known aBlan AUGE( Acceso Universal con Garantias Explicifasvhich is
expected to provide full coverage at low or zergpagments for a list of priority ailments. The sstbegan operating on July 1, 2005. (SeePoverty
Income Distribution and Social Refor— Health System Refornp”

Financial Services

Banks, pension funds, life and general insurancepemies and other institutional investors comp@ikéde’s financial services sector. The
financial services sector contributed 15.8%, 17.4%7%, 17.2% and 17.2% of total GDP in 2007, 2@089, 2010 and 2011 respectively.

Conditions in the sector have been relatively fabte in recent years due to improving regulatiams @ strong, fully funded pension system
managed by private administrators (the AFPs) thatdenerated a significant flow of savings intofthencial markets.

In September 2009, the stock exchanges of LimaufP€olombia (operating in Bogota, Medellin andifahd Santiago (Chile) entered into a
memorandum of understanding in order to create@yiated model for the market of variable ratérimsents, to be managed by each participant, and
compensated and liquidated by the participatingiest In November 2010, the stock exchanges esiete an agreement to implement the first phase
of the stock integration, creating the so-calletinLAmerican integrated markeMercado Integrado LatinoamericaraMILA). The MILA was
approved by the Superintendent of Securities asdrémce of Chile Superintendencia de Valores y Segu@VS) and became operative in Chile in
June 2011.

According to the Iberoamerican Federation of Stexkhanges Federacidn Iberoamericana de Bolsa§HAB), the consolidated market
capitalization of the MILA as of July 2012 was abdyS$ 630 million, ranking second among stock emgka in South America.

As of June 30, 2012, Chile’s banking sector conegti®4 privately owned banks and one state-ownek f&eanco Estado), and total banking
system assets, deposits and loans amounted to B8#&ion, US$161.7 billion and US$188.1 billiospectively.
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Chile’s securities market is composed of threelstowhanges: the Santiago Stock Exchargelg¢a de Comercio de Santiagaccounting for
85.9% of equity trading in 2011, the Chilean Elenic Exchange Bolsa Electronica de Chileand the Valparaiso Brokers Exchandgo(sa de
Corredores de Valparaisp which together accounted for 14.1% of equitglitng. Share trading on these exchanges is thein smirce of revenue. As
of December 2011, the Santiago Stock Exchange B@d@mpanies listed and a total market capitabpadf US$269.2 billion.

Transport and Communications

Chile’s transport sector represented 4.7% of GDEOW/, 4.8% in 2008, 4.3% in 2009 and 4.2% en 201tD4.1% in 2011. Chile’s
communications sector represented 1.9% of GDP @7 28.0% in 2008, 2.0% in 2009, 2.0% in 2010 a®d4lin 2011.

The government has recognized the importance ofrmdtion and communication technologies for Chiiselopment and has consequently
implemented a number of policies in various areabkthe formation of the Committee of Ministers Rigital Development. This committee, created in
February 2007, is responsible for the design armpdamentation of public policies to promote a deegrad more intensive use of information and
communication technologies for citizens, businessekthe state.

Annual foreign investment in the telecommunicatieastor was approximately US$66.5 million in 200%$283.2 million in 2008, US$194.5
million in 2009, US$123.1 million in 2010 and US$94nillion in 2011. This level of foreign investntaa mainly due to growing domestic demand for
telecommunication services flowing from the introtlon of wireless broadband access technologies.

In line with the global trend, the number of molslébscribers is currently more than six times ggelas the number of installed fixed lines. As
of March 2012, the country had 22.7 million molsiléscribers and 3.3 million fixed telephone limepresenting a penetration rate of 130.7% for
mobile telephone services and 19.2% for fiXieg-services (including pay phones). In August2(dursuant to Law No. 20,471, the government gd
Telcordia Technologies, Inc., a private telecomroatibns company, the right to coordinate and owetise implementation of mobile number portab
in Chile, which allows mobile phone users to retaigir phone numbers in the event that they chamgigile service providers. Mobile number
portability became effective in January 2012, asdfaJune 2012, more than 300,000 people havedgoumbers between mobile service providers.

In June 2012, Congress passed a bill that increagetatory oversight of the design and installatid towers and antennas used for mobile
services, with an aim towards improving health dgads and reconciling environmental concerns wighrequirements of the growing mobile services
market. The bill makes services providers direatigountable to the communities affected by suatastfucture by allowing such communities to
participate in the design and installation proc&se bill also establishes penalties for offenderduding fines.

In March 2012, the Executive Secretary for Digib@velopment (‘Secretariado Ejecutivo de Desarrollo Digitd| which previously was und
the oversight of the Ministry of Economy, was trf@nsed to the Ministry of Transportation and Comneation with the aim of improving
telecommunication development.

By the end of 2012, a long-term digital plan is exted to be announced. This plan is expected bmedte upon the current digital strategy by
focusing the development of the following five aedigital infrastructure, education, innovatiordamntrepreneurship, services and applications and
digital rights and obligations for Chile’s citizens

According to statistics published by the Underseeyeof Telecommunications, as of March 2012 thiveeee 2.1 million fixed-line Internet
connections, or 11.9 connections per 100 personigfvwas an annual increase of 11.1% compared teiv2011 .
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Chile is at the pre-implementation stage of digigdgvision. On September 14, 2009, Chile annoutizatit was adopting the ISDB-T
International standard on the grounds that it stahdard adapts better to the geographical makietlye @ountry, while allowing signal reception iellc
phones, high-definition content delivery and a widariety of channels.

The following table provides a summary of certaiformation relating to the telecommunications seittcChile:

Summary Telecommunications Sector Information

March 31,
2007 2008 2009 2010 2011 2012

Lines per 100 inhabitan 20.7 21.C 21.C 20.1 19.4 19.2
Cellular subscribers per 100 inhabite 83.7 87.¢ 96.7 115.¢ 129.% 130.5
Domestic long distance minutes

(million) 1,414. 1,291. 1,187.. 1,025.¢ 906.¢ 190.1
International long distance minutes

(only outgoing, million) 193.( 181.¢ 174.¢ 155.¢ 132.% 30.1
Internet per 100 inhabitan 8.C 8.t 10.C 10.€ 11.7 11.¢

Source: Ministry of Transportation and Telecommunicati¢88&)BTEL).

From 2007 to 2011, the total amount of maritimegoaransported increased on average by 6.7% perawaraging approximately 89.4 metric
tons per year. From 2007 to 2011, the total amofiair cargo transported increased on average8% ber year, averaging approximately 293,942 tons
per year. From 2007 to 2011, railroad freight tpmmsdecreased by 0.99%, averaging approximately m@llion tons per year. Through several state-
owned companies, the government operates 10 plomtsigh which more than 43.0 million tons of cargoved during 2011. As part of its goal of
increasing private sector participation in the austiation of roads, ports, airports and railwae, government granted concessions in the state@wn
ports for over 36.0 million tons of general carg®D11, representing 84.6% of total port transfera/ate companies also provide certain port sesyic
such as loading and unloading.

Between 2010 and 2012, portions of the San Antdraégahuano, Coquimbo and Valparaiso ports weraeghé& public bidding processes. As
a result, port concessions relating to the San riatport were awarded to Empresa Portuaria Sanmatand Puerto Central S.A., a subsidiary of Pt
Lirquén S.A (a company that also operates the twipart of Lirquén in the Bio Bio Region), for a-g€ar period and for an estimated investment of
US$320 million. The government also awarded coneas<gor the Talcahuano and Coquimbo ports. Thedfalano port concession was awarded to
Talcahuano Terminal Portuario for an estimatedstment of US$20.7 million. The Coquimbo port cosi@s was awarded to the Chilean Ultramar
operator and shipping conglomerate for an estimiatesstment of US$80.0 million. The initial biddipgocess for the Valparaiso port was terminated
without the award of a concession due to insufficiavestor interest, however, the government @dlihmence a new bidding process with respect to
terminal number 2 of the Valparaiso port in Maréii2.

In February 2007, the Ministries of Transportatiord Public Works implemented a new public transpgstem for Santiago de Chile, known
as the “Transantiago” system, by granting concessio private bus operators and was designed torioked by a combination of the resulting bus and
subway tolls and public subsidies. The primary ofpyes of the Transantiago were to improve theiguaf public transportation and reduce Santiago’s
high levels of atmospheric pollution and traffimgestion.
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The Transantiago system has experienced variouigefas, mainly due to design problems, which, coed with lower than projected
demand and fee collection difficulties, resultedperational deficits of approximately US$364 roitliin 2007, US$681 million in 2008, US$645 mill
in 2009, US$670 million in 2010 and US$698 million2011. In order to meet the Transantiago systeesslting funding shortfall, the government
exercised its extraordinary power under Articleo32he Constitution, which allows it to appropriate to 2% of the annual budget to keep the
Transantiago system functioning. In August 200 @ess approved a US$1.0 billion subsidy for then$antiago system to be used to cover the
system’s deficit until 2014, to finance tariff reddions for students, to increase capacity, to dseeisers’ average waiting time and to make thersys
the preferred method of transportation in Santi@dthough these goals were designed to permit tiamJantiago system to finance its own operations,
the government has been forced to increase tigkitss several times since June 2010. The tollgyeladsby the Transantiago system increased in real
terms by 4.35% in 2011 and by 4.95% as of July 2012

The subsidies provided to the Transantiago busatgesr are specified by law any may only be adjubie@ongress, and any such adjustments
must be included in the annual budget law. Theegfonless such law is amended by Congress, antfalhbetween the subsidies and the total cost of
the system to the bus operators may only be covmrdulis ticket receipts. In May 2012, the governtpeasented a bill to Congress to increase the
amount of subsidies allocated to the Transantingwder to maintain the financial stability of tsysstem and prevent a significant increase of ttiiga
As of the date of this prospectus, the bill is urttie review of Congress.

An independent commission of experts has beendasith estimating the various costs arising from Tiansantiago system and has been
given the authority to adjust ticket prices in thdiscretion in order to maintain the appropriaé¢abce between the total cost of the Transantiggi@s
and the sum of ticket revenues and subsidies. libsidies provided to the bus operators in 2011 amtealto Ps.340,404 million (approximately US$
million). The authorized subsidies for 2012 are2P3,219 million (approximately US$546 million).

Since the establishment of the Transantiago systemprivate operating companies have been sutjaosolvency proceedings.
Transaraucaria ceased operating on July 1, 201@odaieonflict with its workers that lasted severainths and caused an indefinite strike. Purswant t
the powers granted in the Decree No. 212, Transar&ls routes were transferred to Buses Gran &gmtin October 2010, the creditors of
Transaraucaria commenced bankruptcy proceedingssaaansaraucaria. On March 23, 2011, Buses Geantiago requested the declaration of its
bankruptcy. Buses Gran Santiago operated in tvtbeoT ransantiago system’s most populated areascssrthat were assumed by Redbus Veolia.
During the second half of 2011, the Ministry of isportation and Telecommunications renegotiatedetimres of the public transportation contracts in
order to improve efficiency. The negotiations caileld in December 2011. The new contracts becaraetie# on June 2012 and include incorporating
gradually new requirements for operation and thengthening of overseeing in order to reduce theuarhof tariff evasion, one of the system’s main
problems.

With regard to air and ground transportation, Larlides, a Chilean company that provides local emérnational passenger and cargo
transportation services throughout South Amerinapanced a merger with TAM, the second largestiBaazairline, in August 2010. The merger was
approved by the Brazilian antitrust authoritiePiecember 2011 and by the Chilean Antitrust Codrilfunal de Defensa de la Libre Competencia
TDLC) in September 2011 subject to a series ofgaitbn measures in order to enhance competitiorpestéct consumers, including, but not limited to,
the obligation to provide take-off and landing slot Sao Paulo’s Guarulhos Airport to other aiditleat offer flights between Santiago and Sao Raulo
restrictions imposed on the passenger capacitffifhits between Santiago and Sao Paulo and witharaxithin 24 months from one of the global airl
alliances of which the group was a member as ofihte of the merger approval. In June 2012, thegyemewas completed and the newly formed LAT,
Airlines Group began operating.

Housing
The housing sector includes sales and rentalsusdand related services provided by realtorsesidential real estate developers. The
sectors contribution to GDP has remained relatively sablrecent years, representing 4.5% of GDP in 20®P6 in 2008, 5.3% in 2009, 4.9% in 2(

and 5.0% in 2011. Construction of subsidized oraded lower income houses in the areas struck bifebeuary 2010 earthquake and tsunami and the
subsequent aftershocks are expected to drive griovitie near-term.
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Public Administration

The public administration sector consists of cdrgowernment expenditure on public administratigevices, principally personnel. This sector
contributed 3.7% of GDP in 2007, 4.1% in 2008, 4i6%009, 4.4% in 2010 and 4.3% in 2011.

Employment and Labor

Employment

The 1999 Asian crisis resulted in a sharp riseni@noployment, as the economy experienced a mildssgme. Chile’s unemployment rate
gradually declined over the subsequent period0DB2the unemployment rate was 7.9%, but subselguigtlined to as low as 7.2% in 2007 and was
8.0% in 2008. In 2009, the unemployment rate irsgdao 8.7% due largely to the international finaherisis. As of March 2010, the National Statis
Institute established new criteria for the collentdf employment data, in particular through theeli@oment of new surveys to collect employment data
Under this new methodology, unemployment decrets&d3% and 6.6% in 2010 and 2011, respectivelychvis consistent with the downward trend
observed prior to the global economic crisis. Toioiving table presents information on employmemd ¢he labor force in Chile:

Employment and Labor
(in thousands of persons)

2007 2008 2009 2010 2011 June 30, 201

Nationwide:

Labor force 7,167 7,267 7,37(C 7,98¢ 8,12¢ 8,11¢

Employment 6,652 6,68¢ 6,73z 7,40z 7,58¢ 7,58¢

Participation ratt 56.5% 56.1% 56.(% 59.7% 59.9% 59.%

Unemployment rat 7.2% 8.C% 8.7% 7.3% 6.€% 6.€%
Santiago

Labor force 2,851 2,83: 2,891 2,91: 2,96¢ 2,997

Employment 2,59¢ 2,55¢ 2,57¢ 2,682 2,78¢ 2,782

Participation ratt 61.(% 59.7% 60.1% 59.8% 60.2% 60.6%

Unemployment rat 8.9% 9.7% 10.8% 7.% 6.2% 7.2%

Source: National Statistics Institute and University difié surveys. As of March 2010, the National StafsInstitute survey is based on new criteria
for the collection of employment data, as discussele text above.

The unemployment rate is subject to strong seadlutdiiations, especially in the agricultural amaronerce sectors, where the labor force
increases during most of the spring and summer iImsont

The manufacturing sector employed 11.4% and 11.0@hie’s labor force in 2010 and 2011, and conttibg 10.8% and 10.9% of GDP
respectively; the agriculture, livestock and fongsand fishing sectors contributed 3.2% and 3.1%DP in 2010 and 2011, but accounted for 11.5%
and 10.8% of Chile’s labor force because of thidas labor-intensive nature. The mining sectawhver, which accounted for 15.2% of GDP,
employed only about 3.0% of Chile’s labor force20i 1.
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The following table presents information regardihg percentage of the labor force working in eaati® of the economy for the periods
indicated:

Employment
(% by sector in employed)

Six Month
Ended
2007 2008 2009 2010 2011 June 30, 201

PRIMARY SECTOR 14.(% 13.6% 13.5% 14.4% 13.8% 12.6%
Agriculture, livestock and forestry

and fishing 12.5% 12.2% 12.(% 11.5% 10.6% 9.2%

Mining 1.4% 1.4% 1.€% 2.9% 3.C% 3.2%

MANUFACTURING SECTOR 12.8% 12.8% 12.2% 11.4% 11.(% 11.6%

SERVICE SECTOR 73.2% 73.6% 74.2% 74.2% 75.2% 75.8%

Electricity, gas and wate 0.€% 0.€% 0.5% 0.8% 0.8% 0.7%

Constructior 8.€% 8.7% 8.2% 8.2% 8.1% 8.2%

Trade and caterin 19.8% 19.€% 20.2% 24.% 23.1% 23.%

Transport and communicatio 8.3% 8.6% 7.8% 7.2% 7.2% 7.5%

Financial service 9.4% 9.1% 9.5% 1.5% 1.7% 1.€%

Community and social services 26.€% 27.(% 27.7% 31.7% 33.€% 34.%%

TOTAL 100.(% 100.(% 100.(% 100.(% 100.(% 100.(%

Source:National Statistics Institute. As of March 2010 tHational Statistics Institute survey is baseaew criteria for the collection of employment
data, as discussed in the text above.

The proportion of women in the labor force has re@@ approximately constant: women accounted fo8%0of the labor force in Jun 2012, as
compared with 36.0% in 2005. By the end of 201preximately 11.8% of the total labor force in Chi¥@s unionized compared to 11.1% in 2000.
Collective bargaining agreements are negotiatesttyr between each union and individual employatiser than on an industry-wide basis. In
accordance with the labor laws, unions may go nkestluring the collective bargaining negotiatioRsom 1999 to 2007, there were minor work
stoppages in the public and private sectors, coegpaith the 1990-1998 period. There have also bperadic, limited and rather short-term stoppages
in the mining, industrial, health and public edimatsub-sectors.

Following the International Labor Organization gelides, in 2001 an amendment to the Labor Codenbedfective which allows a company
to engage in collective bargaining with differenfans at the same time. The collective bargainiagotiations may be extended to a group of compi
upon the express consent of participating emplogedsunions. The amendment fosters competitiomdwgioppages and allows the labor market to
operate more efficiently while reducing the longateunemployment rate by introducing part-time, ittde, work-at-home, temporary, and special
training contracts.

In 2002, Chile implemented a new unemployment iaisce system based on individual accounts managachiyate fund manager, plus a
state-financed solidarity fund. The system is etsaynan obligatory saving scheme financed by mbmation of contributions from workers (0.6% of
total wages), employers (2.4% of total wages, 1té%ach worker’s individual account and 0.8% togbkdarity fund) and the state (approximately
US$15 million per year contributed to the solidafitnd). The unemployment insurance system see@gadcantee the availability of emergency income
for unemployed workers in search of new employnaent thus reduce consumption volatility and imprialeor market stability. The system is designed
to incentivize recipients to seek new employmentséiting a maximum of 5 monthly withdrawals, whidcome progressively smaller. As of June
2011, 6.9 million workers were enrolled in the sysf and total assets under management amounte8%6.Wbillion.

In 2005, a labor law reform increased the numbéatodr tribunals from 20 to 40 and created nine specialized tribunals focused on pens

and payment disputes with the aim of significangigtlucing the litigation time. In 2008, new proceduules entered into force, permitting a more
expeditious oral arguments-based labor disputdutsn mechanism.
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In October 2006, Law No. 20,123 was enacted reigglatubcontracted labor and transitory personrealv No. 20,123 restricts this type of
outsourcing, which has been widely used in Chile2®years. This new legislation intends to enslieeprotection of workers’ rights, transparent labo
relationships and regulate legitimate forms of outsing by proscribing prior abusive practices. Tdw establishes a number of formal requirement
transitory service companies and restricts theofis@nsitory personnel in certain situations. Td& also increased the penalties for using outsograr
transitory services to hide actual employee-emplogiationships.

During 2011 and 2012, several new bills concersingjal welfare and wages were proposed and appioyv€bngress. The main initiatives
proposed by these bills include the following:

. Maternity Leave— In September 2011, Congress passed a bill thiaic(eased the period for maternity leave avadablwomen in the
Chilean workforce from the three months to six nhsnivhich additional months may be used eithehkyntother or the father, at the
election of the mother; and (ii) extended avaiigbibf maternity leave to more women of the fematerkforce, including those women
without formal employment relationships, fixed-tecontracts or women who are employed for specifickvor tasks, such as seasonal
agricultural workers. Under the new law, these wormee provided a subsidy equivalent to their mgnslalary (up to approximately Ps.
1,450,000 per month) during the six months of leave are allowed to partially work during theiave to make up for any shortfall
between the subsidy and their actual salary. Thevhs enacted into law in October 2011 and, atuoie 2012, more than 70,000 woman
had used the new extended maternity le

. Ethical Family Income In May 2012, Congress approved a bill that wilrease the minimum guaranteed income of familérgg in
poverty by between US$80 and US$110 per familynpenth, subject to the families establishing thhthildren of the family are enroll¢
and attending school. The bill also provides foiraentive to women in the workforce of approxintatgS$50 per family per month.
This initiative is set to become effective in Seplber 2012 and is projected to benefit approximadly,000 people living in poverty in
Chile.

. Ministry of Social Developme— In August 2011, Congress approved the creatidgheohew Ministry of Social Developmeniinisterio
de Desarrollo Socia), which replaced the Ministry of Development arati@l Planning Mideplan). The Ministry of Social Developme
is empowered to design and implement public pditheit reduce poverty in Chile and serves as coatali for the social policies of all
Chilean administrative entities. The Ministry ofciéd Development is also tasked with fostering abititegration and granting protection
to vulnerable communities. The law that createdMiir@stry of Social Development became effectivedatober 2011

Wages
Real wages grew at an average rate of 2.5% bet@@@nhand 2011. The real wage per hour index inerkhg 2.8% in 2007. In 2008, the
average rate of real wages decreased by 0.2%ndneised by 4.8% in 2009, by 2.2% in 2010 and $%2n 2011. For the six months ended June 20,

2012, the real wage per hour index increased I 3[Bespite contracting in 2009 and 2010 by 0.2% 26, respectively labor productivity, as
derived from real GDP, has grown at an averageamate of 0.2% between 2007 and 2011.
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Real Wages
(% change on previous year)

Six Months
Ended June
2007 2008 2009 2010 2011 30, 2012
Average real wage 2.8% (0.2)% 4.8% 2.2% 2.5% 3.2%
Average change in productivi 2.3% 0.1% (0.2% (2.)% 1.C% NA

SourcesCentral Bank and National Statistics Institute.
Privatization and Infrastructure
Privatization Program

Beginning in 1974, the military government implertezha large-scale privatization program. Tencertacidrcoalition administrations
continued the privatization program, with certairaeges, including the limited flotation of intei®est state-owned companies and the grant of
concession rights.

The privatization program included three phaseschvare described below:

. First, between 1974 and 1982, the government pre@imost state-owned banks and manufacturing fiwh&h had been nationalized in
the early 1970s. By 1980, the government had predtapproximately 90% of the more than 500 thatesiwned companies. In additic
as describe above (s#¢istory and Background?), in 1981 the government began a comprehensivemedf the social security system.
Under this reform, the government replaced thead¢aeicurity system with a privately run systemrafividual pension plans. This
privatized pension system is based on individudlaecounts with fully funded, vested and portalgadiits that are entrusted to
specialized fund management companies known as.ABBd‘Monetary and Financial System—Pension Funds amdCGhilean Pension
Systent). During this first phase, 250 money-losing comies were privatized at no cost to selected purrisatrough an agreement in
which the purchaser waived its rights to initiaitégl@ctions against the state, while an additid®@2 companies were sold at specified
prices.

. Second, between 1984 and 1989, the privatizatifumtefof the government focused on traditionalestavned companies such as
telecommunications, electricity and steel productaterprises. By the end of 1989, the governmadtdiso privatized most of the state-
owned enterprises held by Corfo (33 compan

. Third, beginning in 1990, the government modified policy toward privatizations, increasing trangpay in the process. Since previous
administrations had already undertaken a largeegmalgram of privatizations to reduce the ovetiak f the public sector, the
Concertaciérgovernments decided to analyze future privatizatiom a case-by-case basis, and in certain limasds; to retain a non-
controlling interest in the privatized companiestBeen 1990 and 2008, there were 30 principal fizi@ons (of which 15 are through
concessions) in different sectors, including watguply, sewerage, power utility and transportat

The most recent phase of privatizations resultegpproximately US$3.4 billion in aggregated netogexs. This amount does not include the

approximately US$205 million that was transferredCbrfo after capital decreases effected in watdrsewerage companies ESSAN, ESSCO and
EMSSAT in December 2003.
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Further privatizations took place in 2011 and 2@42en Corfo completed a public sale of its equitsires in several water and sewage
companies (Aguas Andinas, ESVAL, ESSBIO and ESSAh)jch provided Corfo with approximately US$1,638lion in proceeds. The main purpose
of these sales was to obtain funds in order tongtheen Corfos’ programs that provide guaranteesexdit to small- and medium-sized enterprises
( pymes), make capital contributions to state-owned congmand to strengthen Corfo’s capital basis and bave capacity for financing initiatives
which aim to encourage entrepreneurship and infmmvat Chile. Corfo formerly held an ownership irgst of 34.98% in Aguas Andinas, 29.43% in
ESVAL, 43.44% in ESSBIO and 45.46% in ESSAL. Aftiee sale, Corfo maintained approximately 5% oégsity in each company in order to
maintain its right to opposederecho de vetptransfers by such companies of water rights amitary concessions.

Public Works — Infrastructure Concessions

The Concessions Act and the Financing of InfrastinecAct, both adopted in 1991 and amended in 29862010, aim to increase private
investment in the infrastructure sector. The maial @f the Concessions Act is to provide certaiargatees for and flexibility in the form of conciess
to local and foreign investors. The objective &f Financing of Infrastructure Act is to provideeaitatives for the financing of infrastructure poige
using direct investment from institutional and atleag-term investors.

The government grants concessions through the tjrag Public Works. The first concession was geahnin 1993. A concession may relate to
any public works project. Generally, a concessi@andertakes to construct or improve a specifidif and then to operate, profit from via tolls,
subsidies or a combination thereof, and maintdioria specified term. The government providescitvecessionaire with the design of the facility and
monitors its construction and operation. Concesstgpically last from 10 to 30 years, although ldne allows for periods up to 50 years.

Concessionaires are allowed to charge fees fangheof the chartered public work within the limitgposed by law and the relevant concession
agreement. The government may provide on a casady-basis a minimum revenue guarantee to a cemeaiss. This guarantee is a percentage of the
estimated revenues for a given period and helfacititate the financing of concession projectse overnment assesses each project to determine hoy
the concessionaire and the government should sisireassociated with the project. A concessionaag raise additional funds by issuing mewourst
bonds backed by revenues from the concession angitiimum revenue guarantee by the government.“@@dgic Sector Finances — Government
Expenditure— Public Contingent Liabilities”)

In January 2010, an amendment to the Concessionsascenacted and became effective in April 20H0s @mendment intends, among other
matters, to improve the dispute settlement mechattisough the establishment of a Technical Pangichianges to the regulation of the Arbitral
Commission to resolve conflicts arising out of dm&cession contracts. The amendment also crea@eti@ession Council to advise the Minister of
Public Works on policy deliberations arising fromncessions. Under certain circumstances, concessgsrhave the right to apply for financial
compensation following an amendment to the workeswice requested by a public authority. Additibnahe Ministry of Public Works and
concessionaires can agree on changes to the wsdace provided under the concession.

As of July 2012, 60 concession projects had beantgd by the Ministry of Public Works, of which B3ated to roads and highways, 12 rel:
to airports, five related to public buildings, faetated to urban transport projects, three reltiqatisons, one related to a water irrigation @cgjone
related to a hospital and one related to a lant porestment in these projects totaled more th&$%5 billion. On May 21, 2012, the government
announced an international bidding process to cocisa bridge to connect Chiloé, Chile’s largektrid, with the mainland. The estimated cost of the
project is US$740 million and construction is exgelcto take approximately 81 months.

The Ministry of Public Works continues taking adtege of the concession program, including in respEhospitals and roads, to help expe
the country’s recovery from the damage caused ég#ithquake and tsunami of February 27, 2010.

41




Environment

The Constitution grants all citizens the rightitelin a pollution-free environment. It further pides that the law may specifically limit other
legal rights in order to protect the environment.

Chile’s principal environmental concerns includdustrial and urban pollution as well as air, wated soil pollution caused by past industrial
and commercial development when environmental egiul was less strict. Chile has numerous lawsjlatigns, decrees and municipal ordinances that
protect the environment.

The General Environmental Act (Law No. 19,300) ¢eddn 1994 created the National Environmental Céssion (Comision Nacional del
Medio Ambient— CONAMA) and stipulated a series of environmemn¢gulations that meet internationally accepteddseatts of air and water quality,
as well as noise pollution.

This legislation also established the Environmelmgdact Assessment System (SEIA), which becameatiperin 1997. The purpose of
environmental impact assessment (EIA) is to entheenvironmental sustainability of projects antivétees performed by the public and private sesi
Depending on the circumstances of each projecintleeested company is required to prepare an enwiental impact statement or a more burdensome
environmental impact report, which should be rexddwvithin 60 or 120 days, respectively. Upon thaldshment of the SEIA, the CONAMA was in
charge of its implementation and administrationwa$ as for the coordination of other Chilean palginvironmental institutions.

The General Environmental Law was subject to a majerhaul in January 2010 pursuant to Law No. 2D,4 his amendment established (i)
the Ministry of Environment Ministerio del Medio Ambientewhich is in charge of proposing environmentaligie, (ii) the Environmental
Assessment ServiceSgrvicio de Evaluacion Ambienfalwhich replaced CONAMA and is subject to the aight of the Ministry of Environment, and
(i) the Superintendency of the Environmer8yperintendencia del Medio Ambient®MA), entrusted with conducting environmental coiapte audit
and reviewing the content of environmental regatagiof emissions, environmental management plathgay other environmental instruments
established by law.

Pursuant to the new legislation, the EnvironmeAtsHessment Service conducts reviews of projectsatieanational in scope, while a regional
environmental commission conducts reviews of Igeajects. As of August 31, 2012, 729 projects werder review of the Environmental Assessment
Service, which projects represented a total investrof approximately US$41.6 billion. The SMA wilbt commence operations until the Environme
Courts (Tribunales Medio Ambientalgdecome operative, which is expected to occufitid2 Until the SMA begins operating, environmental
compliance will be overseen by the regional commissresponsible for granting the correspondingaygs.

The General Environmental Act also authorizes theeghment to bring both administrative and civiliaas against violators of the act and to
require such violators to mitigate or repair thgimmmental damage they caused. These governmé&rcement rights are in addition to the cause of
action of individuals who suffer damages as a tesfuhfringements of the act.

In December 2007, Congress passed a Native Foagstritended to preserve, renovate and restoretfgnesources.

On an international level, Chile is a member of Mantreal Protocol on Substances that Deplete then® Layer, as amended. Chile has
ratified the UN Framework Convention on Climate @fp@ and the Kyoto Protocol, taking an active roléhie implementation of the Protocol’s Clean
Development Mechanism (CDM).

The Ozone Act was enacted in 2006, in order to dpnvjth Chile’s international commitments to redube consumption of substances that
deplete the ozone layer (SAOs) and enhance infaom#bws to the community about the environmeaetifcts of these substances and ultraviolet
radiation.

On January 2012, a new air quality standard fag fiarticulate matter (known as PM 2.5) was enathedugh which the quality of air is
monitored and the emission of pollutants by indastis controlled. In addition, in June 2011, anssion of pollutants regulation for thermoelectric
generation power plants was enacted pursuant tchwhdlustries have a two-year period commencir2Ditd to adjust their equipments to the new
requirements.
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The government is implementing remediation plactuiting pollution control and pollution preventiprojects for areas suffering the effect:
copper smelters, fish processing plants, pulp @msing plants and highly populated areas such aSahdago metropolitan area. The government also
provides subsidies to promote soil protection amddtation with special emphasis on the use of@afecies.

To conform to OECD standards, Chile underwent eseaf evaluations, one of which was on environmalepérformance, carried out via peer
review. This is a non-confrontational approachred towards both collective learning and the gatiem of public policy recommendations. In 2005,
The OECD'’s environmental evaluation of Chile highlied significant progress in air, energy, watédiversity and habitat conservation, the
integration of environmental considerations inte #ztonomic decision-making process, and internatiomoperation. It also provided a series of policy
recommendations designed to improve environmengaagement and attain sustainable developmentnipléance with these recommendations a new
policy for chemical safety was implemented in 2@@8 in 2010 the new environmental institutionairfeavork described above entered into force. As
part of its process of admission to the OECD, Céigmed the OECD’s Declaration on Green Growth.

Poverty, Income Distribution and Social Reforms

The government has a special commitment to pretegtimprove disadvantaged social sectors sucheasotimtry’s poor and indigenous
populations. The Ministry of Planning and Coopenativas created to coordinate such efforts. Fortpesposes, since 2009 every two years the
ministry prepares a national Social and Economiw&y which is a comprehensive report on changgeirerty, income distribution and the
implementation of the government’s social developipdans. The most recent non-preliminary datassom the 2009 survey, which was collected in
November 2009 and was published in July 2010. Hia dollected during 2011 is still in preliminanyi.

For the first time since 1990, the 2009 Social Endnomic Survey showed an increase in the percemthtiie population living with a per
capita income below the poverty line compared &ptior survey. Notwithstanding the relative inee#n poverty observed in 2009 as compared to
2006, poverty levels were significantly lower in120than they were in 1990. According to the 201&i&@nd Economic Survey preliminary results, the
percentage of the population living with a per tajicome below the poverty line fell from 38.6%1i®90 to 14.4% in 2011. This reduction can be
attributed to strong GDP growth, rising wages,@dig increasing employment rate and a signifidantease in government transfers and expenditures
focused on low-income groups. The reduction in piyvean also be attributed to the government’s easjghon social assistance programs, which
allocate funds to poor communities based on thesds. These social programs contributed to a dezinaextreme poverty from 13.0% in 1990 to 2.8%
in 2011.

A series of measures have been implemented byaverigment to decrease poverty, including encougagducation, improving social
spending efficiency, creating an ethical familyante (ingreso ético familia) and other financial support mechanisms intendealigment the monthly
incomes of families. In addition, Congress passbill @ransforming the Ministry of Planning and @meration (MIDEPLAN) into a Ministry of Social
Development Ministerio de Desarrollo Socigl which, in addition to the objectives of MIDEPLAMIso has the responsibility and related resources
oversee implementation of social programs. The gowent also has plans to increase the frequenttyedbocial and Economic Surveys.

In addition, in May 2012, Congress approved atbhdt seeks to ensure an ethical income to fanliliexy below the poverty ling(See, —
Employment and Lab—Employment—Ethical Family Income).
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The following table presents information regardihg evolution of poverty for the periods indicated:

Poverty 1990-2011
(% of Population)

Year Extreme Poverty Total Poverty @)
1990 13.C 38.¢
1992 9.C 32.¢€
1994 7.€ 27.€
1996 5.7 23.2
1998 5.€ 21.7
2000 5.€ 20.z
2003 4.7 18.7
2006 3.2 13.7
2009 3.7 15.1
2011 2.8 14.4

(1) Total poverty includes extreme pover
Source:Ministry of Planning and Cooperation—Social and i@mmic Survey.

As of November 30, 2011, the official monthly baskalues for defining poverty and extreme poverggpectively, were: (i) in rural areas:
Ps. 48,612 (approximately US$95.61) and Ps. 27(@@Broximately US$54.63); and (ii) in urban ards.: 72,098 (approximately US$141.80) and
Ps. 36,049 (approximately US$70.90).

Social spending (i.e., health, education and welfpending), which is generally countercyclicatréased from 11.4% of GDP in 2007 to

14.4% in 2011. Both health and education have beawmre significant as a percentage of governmeanidipg, increasing from a total of 33.0% of
government spending in 2007 to 34.6% in 2011.
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The following table presents information regardéngial public spending by the government from 2@0Z011:

Social Public Spending
(in millions of constant 2011 pesos)

2007 2008 2009 2010 2011
Environmental Spendin Ps 58,54¢ Ps 67,167 Ps 79,30¢ Ps 86,26 Ps 94,14:
Housing and Community Servic 274,85: 320,00: 342,87 367,84: 378,21¢
Health 2,948,10. 3,156,19: 3,848,05: 4,156,02! 4,361,09:
Recreational activities, Culture and Relig 131,68: 170,30¢ 181,47 213,84 215,03«
Education 3,188,401 3,681,62! 4,255,95 4,500,92! 4,643,16.
Social Protection 5,649,96! 5,990,94! 7,113,84. 7,455,59: 7,614,77.
Total Social Public Spending Ps 12,251,55 Ps 13,386,24 Ps 15,821,50 Ps 16,780,94 Ps 17,306,42
Total Non-Social Public Spending 6,320,42. 6,711,26: 7,665,66! 8,393,81! 8,695,03!
Total Public Spending Ps 18,571,97 Ps 20,097,50 Ps 23,487,117 Ps 25,174,31 Ps 26,001,45

Source:Budget Office.

Social expenditure has also helped to improve iredistribution. In fact, the poorest 20% of the plagion increased their share of national
income as a result of social program expenditui@s 6.9% in 2003 to 7.7% in 2009 and the shareatibnal income of the wealthiest 20% of the
population decreased from 52.3% in 2003 to 49.5%200. More than 75.0% of the subsidies for pulbalth are focused on the poorest 40% of the
population; similarly, more than 58.0% of the sdies for public education are focused on the sadn@24 of the population. This information is upde
every 2 years, and we expect information for théopleof 2010 — 2012 to become available within tleet months.

The following table presents information on incodigtribution in 2009 by population quintile in Chjlwhich is the latest available official

data.
Income Distribution in 2009 with and without SocialPrograms
(% of total income)
Population Quintile
I Il Il \Y \Y

Individual Income 3.€ 8.3 12.7 19.€ 55.¢
Monetary Subsidie 43.2 25.4 17.2 10.2 4.C
Education Subsidie 31.4 27.C 20.€ 14.5 6.7
Health Subsidies 45.7 29.¢ 21.: 7.2 4.C
Total Income 7.7 10.7 13.5 18.7 49.t

Source:Ministry of Planning and Cooperation. Casen 2009.

Chile is highly concentrated, both in terms of imeodistribution and geographical location of wedith2011, the wealthiest 10% of
municipalities collected 58.7% of all municipal omae (mainly through real estate taxes), while therpst 10% collected only 0.6%. The government
created the Municipal Fund as part of its effootsetdistribute resources across municipalitiess Timd pools a percentage of revenues from fees
collected by Chile’s 345 municipal governments anual vehicle taxes and commercial licenses, asase portion of the amounts allocated to
municipal governments by the central governmemnnftbe collection of real estate taxes. The fund tistributes these revenues to lower income
municipalities. The Undersecretary of Regional Depment (Subsecretaria de Desarrollo Regionas required to publish on the Internet informatio
about collections and the use of funds, outstandéiis and renegotiationsSée “Public Sector Finance — General — Public Se&tzount and
Fiscal Statistic”) .
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In January 2009, Congress approved a bill to supyational investment and employment, includingeatraordinary contribution to the
Common Municipal Fund of US$42.5 million. As a cegaence of the 2010 earthquake and tsunami, thergment, the Public Budget Office and the
Association of Municipalities obtained Congressiaygproval for new legislation (Law No 20,462 ofi®) allowing the Public Budget Office and the
Association of Municipalities to jointly contributg to Ps.10,000 million to the Common MunicipahBuwith the funds to be directly distributed to
those Municipalities most affected by the catastm@xcluding the richest Municipalities of Santiagrovidencia, Vitacura and Lo Barnechea.

Health System Reform

The Chilean health system faces several problemnse @ire general and others are specific to eadystgm (i.e., public and private sectors).
The overarching challenge is to restructure théthegstem to enable it to face the changing epidkgical and demographic reality of Chile’s
population, which includes such factors as aginiganization, new lifestyles and worsening environtakconditions. There are also problems reflec
the fact that health indicators vary significardgiyjong the country’s different socioeconomic grogecific problems are associated with each
subsystem of care. In the public subsystem, difsation results from delays, service quality, tlior non-existent access to expensive modern
therapies, and inefficiency. In the private subsystconcerns center on price discrimination baseii@ome, age, gender and preexisting diseases, the
low levels of coverage for chronic and serious @gs and the difficulty inherent in comparing caawgtealth plans.

Currently, Chile has a comprehensive rights-basedtih care system, known B&an AUGE ,a system designed to provide full coverage at low
or zero co-payments for a list of priority ailmeritfie system began in 2002, through the implemientaf a pilot plan that included three ailments.
During the two subsequent years, the system incat@d 14 new pathologies. This pilot plan coverg®f the most burdensome diseases found in
Chile’s population. In September 2004, a law wasspd officially establishinBlan AUGE, guided by the principles of access, quality, fficial
protection and opportunity. The full plan commenoedluly 1, 2005 and covered 56 ailments by 20&70fAluly 1, 2012Plan AUGEcovers 69
ailments and it is expected to cover 80 ailmentthieyend of 2013. The average cost per benefifiarthe standardized benefit package defined by the
reform is now capped at the real wages rate of tirow

The government health care reform also includedHtalth Authority and Management Act in 2004, whitkated a health authority with
greater responsibilities and two new undersece=tan the Ministry of Health: the UndersecretaryHeilth Care Networks and the Undersecretary of
Public Health.

In 2007, the expansion of tidan AUGEcoverage required a 13% rise in real health caperditure, which was accompanied by an increa
health care infrastructure investment of 109%hk2008 annual public budget law, real health eapenditure was increased by 11.3% and health care
infrastructure spending was increased by 21.9%hdr2010 annual public budget law, real health edjtare was increased by 8.7% for the 69 ailments
currently covered. Consequently, between 2007 &i0,2a total of US$1.1 billion was set aside foalttecare infrastructure, equipment and primary
care. The expenditure for 2011 was US$9.0 billighich represented a real increase of 4.9% compartite expenditure of US$7.9 billion in 2010. 1
2011 expenditure represented 3.6% of GDP and 16f&%ial public expenditure. The 2012 annual publicget law allocates US$9.5 billion to health
care expenditure, which represents an increasesef s compared to 2011.

In August 2011, Congress approved a bill that reduar eliminated contributions to the public sysfeom retirees. This measure because
effective in November 2011 and benefits more thad,J00 retirees.

Educational Reforms

Educational reforms began in 1990 under PresidgiwiA’'s administration. As part of the continuingcius on educational reform, succeeding
governments undertook to create the infrastrucactorganizational conditions necessary to lengtherschool day at all subsidized educational
establishments and to improve teacher trainingiateusity and secondary levels. In 1994 the Nati@wmmission for the Modernization of Education
was established, with the aim of delivering a d@gis and suggestions for changes. In accordanbetiigtcommission’s recommendations, the
government implemented a number of initiatives|uding, among others: an amendment to the teathierta in 1995, seeking better regulation to
improve the teaching profession; also in 1995,ya ogrriculum framework for basic education; in 19€& creation of the National System for
Performance Evaluation, as the agency in chargeafiating subsidized educational establishment$9988, a new curriculum framework for secont
education was developed; in 2001, a system fowuatialg teachers’ individual performances and théddal Commission of Teacher Evaluation was
established, a process that culminated in 2004 thérenactment of the Teacher Evaluation Act; ang003, the System of School Management Qu
Assurance was established, to improve institutipnattices through self-evaluation.
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In addition, a program called “Full Day at SchopJornada Escolar Completa which was established in 1997, aims to incréaseluration ¢
the academic year from 1,200 to 1,520 hours fanary school and from 1,400 to 1,620 hours for sdaonschool. As of November 2008, 67.3% of
schools had been or were in the process of betigdad in the program.

In 2003, a constitutional amendment made it mamygdto children to attend school for twelve yearhe government also encourages parents
to enroll their children in preschool instructiday, significantly increasing subsidies for pre-sdrerollments in municipal and subsidized private
establishments. The expansion of access to preketinoation was a policy priority for the adminétons of Presidents Lagos and Bachelet. Between
2005 and 2010 the spending on preschool educatiobled, helping to provide 85,000 places in nueseaind increasing the number of subsidized
kindergarten places by 55% as of 2006.

The government has also increased access to ubywedsication by providing state guarantees fodestu loans equal to 100% of tuition fees.
The state guarantees up to 30% of the principalevgttudents are studying and the universities gueeathe balance up to 90%. This rises to 90% upon
the student’s exit from the university system aastd until the loan is paid off. Private sectorksaprovide the loans and the state acts as a goa@n
up to 90% of the principal to resolve the creditsivaint problem encountered by students. Thegseslase made available to students who meet certain
academic criteria at participating and accreditegersities and technical institutes, and are alied on a needs-based priority until the provi$ion
loan guarantees in the year’s budget law is exkdudechanisms to ensure repayment by defaultidigiguals include debt collection via the tax
system, direct debit from paychecks, and excluBiom the financial system via the listing of théewfder in existing bad debtor directories.

As a result of student demonstrations in 2006 eaigential advisory committee on educational matteas formed, which in 2007 drafted a bill
reforming the education system. The work of thigisaty committee resulted in an agreement betwkemovernment and all political parties to reform
the Constitutional Law of Education and to imprdive quality of education. In 2009, Law No 20,37@n@ral Law on EducationLey General de
Educaciér— LGE) was enacted to regulate primary and secondaryagidn. Under this new law, the state guaranteessacand financing for
preschool education. It also created the Superitetecy of Education $uperintendencia de Educacifirthrough which the government will oversee the
enforcement of the LGE. Additionally, in 2008 thevgrnment created the Bicentennial System, a pnogoainance the education of Chilean studen
the world’s most prestigious universities and tusitbns. The 2012 annual public budget law inclugealzisions for resources to allow approximately
3,500 Chileans to pursue studies abroad as p#risgprogram.

Law No. 20,248, introduced in 2008, establishedRteferential School Subsidys(ibvencion Escolar Preferenciat SEP), monthly financial
support introduced to aid elementary schools theidlestudents with limited means. The 2012 anmuddlic budget law allocates US$485.5 million to
the SEP.

In August 2011, as a response to protests by stsiéed unionized teachers of fielegio Nacional de Profesores A.Ghe government
announced new reforms to the educational systemréforms focus on several areas:

o Establish education as a fundamental ricThe reform includes a proposal to amend the Cantistit to establish the right to free
access to a quality education from preschool torsgary school

47




Pre-School Education Reforrfihis portion of the education reform focuses ores¢iablishing universal access to pre-school
education and (ii) improving the quality of pre-echeducation, in particular through efforts to noye the quality of pre-school
teachers. To aid in these efforts, the governmastanoposed the establishment of certain nbased financial incentives aimec
recruiting talented teachers, such asBkeea Vocacion de Professcholarship, which is awarded to students who sa@@0 or
higher on the University Selection Test (fPreieba de Seleccion Universitariar “PSU”). The reform also places a new emph
on improving coordination among the different ingions that comprise the field of |-school educatior

School Education Reforrhis reform focuses on improvements to (i) primang secondary school administration, (ii) education
financing and (iii) quality of education, as follsy

= Administration. As of the date of this prospectus, public schaoésadministered by their respective municipal
governments, a system that has not produced satisfaesults in terms of educational achievem€he goal of the
proposed education reform is to install a new systéautonomous public educational institutionsried by local
communities and subject to the oversight and cbofrthe newly created Superintendency for the @uaf Education
and Agency for the Quality of Educatic

= Education FinancingCongress approved a 20% increase in public educhtiwding for 2011. The government seeks to
substantially increase public spending on educdijpf018 and increase subsidies to the middle eladsnost vulnerab
sectors of the countr

= Quality Guarantee In August 2011 President Pifiera promulgated alaemon quality of the education. The new law
created the Superintendency for the Quality of Etioo and the Agency for the Quality of the Edumatiaimed at
strengthening oversight education quality in Chilee Agency will be in charge of setting forth nstandards of quality
and allowing the Superintendency to close undeopiifhg educational institutions. The Superintengestwall be vested
with the power to examine the accounts of institoireceiving public funding and their expen:

Technical-Vocational Education Reforms of the end of 2011, approximately 33.1% otlstuts in Chile attended technical
schools. The proposed education reform, whichillsustder discussion by Congress, aims to impr@ahhical education primari
as follows:

= updating and increasing the equipment used at ieslsthools

* improving the jol-placement services provided to technical schodestts; anc

= facilitating financing student access to the higbgucation technical institutions and improvingaahships abroad for
students attending theses institutic

Higher Education Reforr. Chile currently has a mixed system of higher atioa institutions that includes both public and/ate
universities. The new policy, which is still undiscussion by Congress, seeks to maintain this Imitkto develop the quality of
each institutio-type pursuant to the following initiative

= creation of the Undersecretary and of the Superiteacy of Higher Education to regulate the higluercation sector,
including with respect to the implementation ofrazulum reforms (including, but not limited to, oefs to the national
science and technology curriculum

= improvement of the system of national admissiom@ration for universities and financing for prepéra of admission
tests;
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ending the profits taken from private universitigmt are required by law to be -for profit entities;
establishment of new university financing for whattess will be conditioned on certain perform-based criteria
allocation of an additional 5% of governm-provided student financiny

improvement of the higher education application adohissions processes through the integration afemmapplicant
evaluation techniques and the use of the latedliaée technology

granting Universities public funding associatedwgerformance and development of specific areaslo€ation. A
commission will be set up to propose improvememt$é financing of education for all university démts by using
scholarships and loans, with the government expgtt have a single system for financing. The gowvemnt has also
vowed for a 5% increase in variable funding prodite public and traditional universities gatherétha Council of
Presidents of Chilean Universitie€fnsejo de Rectores de las Universidades ChileBR&JCH) , which is composed
all state owned universities and some private usities;

increase the number of scholarships and creditsetstudents from the lower sectors and middleasatasses
reprogramming the existing stud-financing debt

lower the interest rate of the loans granted wiglublic guaranteecréditos con aval del Estac)

Reconstruction of Education Infrastructt. The 2010 earthquake and tsunami damaged 4,608Isdh six regions of Chile. As
of January 2012, 73.3% of those schools were casipleepaired

Tax Reform to Finance Education Refarithe new reforms to the educational system wiliuseled mainly through a tax reform
passed by Congress in September 2012 ‘{Seeernment Revenue — Tax Reform to Finance Edutd&®eform ”) and any
additional funds collected as a result of the &fwnmm will be used for the following

Pre-school enhancements:20% increase in pre-kindergarten and kindergauésidies to secure future success rates,
increase the percentage of women in the workfonceemhance future productivit

Primary and high school education improvemea new subsidy for middle class students, highesidids for low class
students and an income tax credit for educ-related expense

Higher education reformsncluding an increase in scholarships and improvemia higher education financing,
including a single student loan program availablalt students (whether they attend private or jpulnhiversities), a
reduction from 5.4% to 2.0% annual interest on atlan loans, a limitation on loan repayments to ldf%bost-graduate
income and the availability of debt cancellatioteafl80 payments of principal and intert
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Modernization of the State

Public sector modernization is one of Chile’s taiqy priorities. Recent governments have underakemodernize the state by building a
more efficient and transparent public administmatiand by improving coordination between publiditntions at different levels of government. This
program involved multiple reforms such as:

o the creation of new public institutions in the &e# culture, infrastructure, social developmengr®mic development, anti-trust
regulation, environmental protection and publicegptise administratior

. the decentralization of public sector institutions;

. promoting competition among public institutions amgroved performance in part through greater Baity in budget allocations to tho
institutions;

. increased use of information technology;
. increased citizen participation and broad protectibcitizens’ rights; and
. establishment of simpler mechanisms for dissemrigatiformation, greater accountability of publidlzrities and internal auditing.

In 2003, Congress passed regulations concerningaigm financing and payments for public sector @ygés and other recipients of public
funds. This new regulatory framework included erdeghrules related to areas of public concern, ssgbrivate sector donations and public funding of
political campaigns and new recruitment technicares working conditions for public servants aimegraimoting a merit-based administrative career
system, encouraging professionalism, transparendycampetition for the hiring and evaluation ofisempublic servants.

To control the selection process of senior puliwants, a new specialized entity was created\#i®mnal Civil Service Authority Direccion
Nacional del Servicio Civ), which became fully operational in 2004. With thglementation of these rules, the President'sgrdw appoint public
officials fell from 3,110 to 600 posts (with themaining 2,510 being appointed by the National C8gkvice Authority). In addition, the role of
performanceelated compensation in the public sector was as®d to improve productivity. As of the date oktpiospectus, 111 public services an
public agencies were included in the system manbagete National Civil Service Authority.

The regulations relating to the financing of cargpaifor public office are designed to limit thekridf improper financial influence in the
conduct of voting campaigns. Additional regulatiovere established with the aim of ensuring a coitipet standardized and transparent government
procurement process that operates electronically.

In 2005, the principles of probity and transpareatgcts of the government were formally incorpedsinto the Constitution. These changes
intended to guarantee that public officials’ demis are taken free from corruption or undue infageand that actions and decisions taken by public
officials are generally open to public scrutiny.

In 2006, the government began an initiative to iovprprobity, transparency, efficiency and the modstion of the Chilean public sector.
Among other measures, the initiative focused oraenimg access to public information. As a resuthee initiatives in April 2009, an Access to Rubl
Information Law was introduced, establishing a regal framework that obliges all state administatagencies to provide citizens with the informa
they request and to generally make information nawaglable. A four member Transparency Coun€lbfisejo para la Transparenc)avas created to
oversee the enforcement of the law, which has éyretarted forcing government agencies to makeippbéviously privileged information.
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In January 2007, Chile acceded to the United Natfdanvention against Corruption, with the purpdsgasticipating in the first global
legislative instrument against corruption.

During the OECD admission process in 2009, Congoassed legislation reforming the corporate govereaules applicable to Codelco and
private enterprises. In addition, the governmetrbiuced legislation to impose criminal liability ¢egal persons for money laundering, financing of
terrorism and bribery (Law No. 20,393 on Crimin&dRonsibility of Legal Entities for the Crimes obkky Laundering, Financing of Terrorism and
Offences of Bribery, passed on December 2009) amaiance access to banking information.

On August 30, 2011, the government sent to Congrdxlé which would amend the actual system of gétig and accessing information rele
to consumer, commercial and other loans. The bilkao consolidate banking and retailer informatdaout indebtedness, particularly commercial ¢
card information, which retailers currently do sbare. Consumers would have the option of chodbiaglisclosure of both their positive and negative
credit information. The bill is currently being disssed by the Economy Committee of the Chamberepibes.

In September 2011, the government also sent tobilbngress that proposes to reduce the maximuweresttrate allowed to be charged to small
credit accounts. (Sé&epublic of Chile — Measures Implemented to D&erorism and Money Laundering”, “Monetary and Fimeial System —
Capital Markets — Improvements to Corporate GovaneaRegulationsand“Public Sector Finances — Government Owned Entsasi—

Codelco”).

Innovation Fund for Competitiveness

In 2006, the government established through supaeneee the Innovation Fund for Competitivenes flimd’'s endowment is required to be
invested in the sciences, applied technology amdamucapital formation. In 2007, the governmentaated US$101 million to this fund, and decided to
raise its contribution for 2008 by 53% (in nomiteims) to US$155 million. In 2009, 2010 and 20h&, fund was increased by 17.8%, 22.8% and
15.5% (in nominal terms), respectively, receivingoUS$183 million, US$224 million and US$259 naitli respectively. The 2012 annual public
budget law allocates US$270 million to this fund.
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BALANCE OF PAYMENTS AND FOREIGN TRADE
Balance of Payments

Chile’s external accounts reflect the country’shhitpgree of financial and trade integration with tést of the world, a state of affairs that
began in the 1970s with the trade liberalizatiomcpss and was consolidated in 2001 through cagitadunt liberalization. In terms of external acdsun
Chile’s balance of payments registered a surpltwden 1987 and 1997, largely attributable to dymeenports and record capital inflows, specifically
direct investments, portfolio investments and othedium- and long-term capital investments. Betwk290 and 2004, the Chilean economy generated
modest surpluses or deficits in its balance of pays) including a deficit of US$596 million in 208hd a surplus of US$199 million in 2002. Then for
two years, the Chilean economy produced considesipluses, amounting to US$1.7 billion in 2008 Bi$$2.0 billion in 2006 respectively. In 2007,
the balance of payments recorded a deficit of UB$Blion, while in 2008 and 2009 it recorded amus of US$6.4 billion and US$1.6 billion,
respectively. The balance of payments for 2010rd=mba surplus of US$3.0 billion. Finally, in 20the balance of payments recorded a surplus of
US$14.2 billion.

In May 2002 a new Balance of Payments series weadinced as part of the Central Bank’s projectipriove information available about the
Chilean economy. The new methodology follows trewnemendations and categories addressed in thedasn of the International Monetary Fund’s
“Balance of Payments Manual”. Statistics on thebeé of payments from 1996 have been restatededpattis of this new methodology.

Current Account

The current account involves movements of the ttadance, non-financial services (mainly tradeteglaservices, such as insurance and
transportation fees and travel services), netéstgpayments, dividends and transfer payments §pifirtaxes).

The government believes that there have been amaimenany economically viable investment projects apportunities in Chile requiring the
use of foreign savings. The government also bedi¢iat given the stage of Chile’s economic develapinthe level of aggregate domestic demand will
generally exceed the level of national income, ltegpin current account trade deficits. Howevestvween 2004 and 2007, due to governmental savings
resulting from copper revenues, Chile’s currenbaot registered surpluses averaging 3.2% of GDReftleeless, the current account deficit for 2008
amounted to 3.2% of GDP, as a result of the dedtirtbe balance of trade, while in 2009 and 20E0dhrrent account registered a surplus of 2.0% of
GDP and 1.5% of GDP, respectively. In 2011, theentraccount registered a deficit of 1.3% of GDP.

In terms of the current account components, aéeersal periods of trade deficits, the trade balaecerded a stable surplus between 1999 and
2003. From 2003 to 2007, the merchandise tradebalexperienced exponential growth, with Chileggler surplus ultimately reaching US$24.1 billion
in 2007. In 2008, however, the trade surplus retdno previous levels and recorded a surplus ofdB8illion. The recent economic crisis affected
global trade, resulting in decreases in Chile’sangpand, to a lesser extent, exports during 288% result, Chile recorded a trade surplus of BS$1
billion in 2009. In 2010, the trade balance surpkeched US$15.3 billion, despite an increase ¢§13% billion in imports. This reflects the evoturti
of exchange rates and terms of trade, as welleapribcess of integration of Chile into global mask®ther current account components, such asces
and income, have shown deficits, while transferehagistered surpluses. In 2010 the current a¢dotaled a surplus of US$3.3 billion compared to
the surplus of US$3.5 billion recorded for 2009 #meldeficit of US$5.8 billion in 2008. Since thdoation of a floating exchange rate in 1999, the
authorities have monitored the current accountdéeoto reduce Chile’s vulnerability to externabsks. In 2011 the current account totaled a dedicit
US$3.2 billion.
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Capital Account

The counterpart of the current account balanceesapital account balance, which represents neigio investment in Chile. The capital
account includes direct investments, portfolio stweents and short-, medium- and long-term indeletesin

During the 1990s, Chile conducted a gradual prooésapital account liberalization, designed taiatfull integration in the international
capital markets, while avoiding major disruptiohattcould endanger macroeconomic and financiallgyatiuring the process. The capital account
opening was fully completed in April 2001, when tBentral Bank removed the remaining restrictionfoneign exchange operations, including among
others, the mandatory and unremunerated reserugeatgnt of a portion of capital inflows (knownescaje) and the authorization requirement that
was in place for a number of foreign investmenioins; though it kept the power to reinstate thesasares or adopt new ones. In addition, the
government has developed a number of actions tog@egreater international diversification of th@tfolio of domestic investors, such as broadening
the range of permitted investments abroad by régalastitutional investors. As a result, the tat@lume of capital flows has been increasing irhbot
directions, either as capital inflows or outflows.

The Central Bank may request that a certain numbfareign exchange operations be made througlfiotimeal exchange marketercado
Cambiario Formal), which is composed of banks and other entitiesaized by the Central Bank, such as securitiekdysy exchange bureaus and
legal persons created with the exclusive purpogmdifcipating in the market.

Additionally, the free trade agreement betweenaild the U.S. provides that Chile shall not aldidior damages arising from the imposition
of restrictive measures with regard to paymentsteartsfers made within a year from the date on lvthe restrictions were imposed, provided that such
restrictive measures do not substantially impeddamnge transfers.

The government believes that steps should be tmkieiegrate foreign and domestic financial marleetd encourage foreign investors to invest
in the local debt market. As a first step, duri®®2 Chile launched a program for the periodic ddiméssuance of treasury bonds, which is believed t
promote the development of long-term pricing benatits and increase the depth of the fixed incomeéeta¢See'Public Sector Debt — Central
Government Internal Bonds”)

The development of the capital account (excludimange in reserves) has been volatile, registeri@g10.8 billion, US$(11.0) billion, US$2.5
billion, US$5.9 and US$(18.1) billion in 2007, 20@®09, 2010 and 2011, respectively. This represtah amount equivalent to (4.1)% of GDP, (3.
of GDP, (2.0)% of GDP, (1.5)% of GDP and (1.3)%zdP in 2007, 2008, 2009, 2010 and 2011, respegti¥@r the six months ended June 30, 2012,
the capital account recorded a deficit equal to 2S®illion ((2.7)% of GDP) compared to a defiditléS$3.8 billion recorded for the same period in
2011. The deficit is mainly explained by an inceeasthe amount of net portfolio investment madeCihyle abroad.
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The following table sets forth Chile’s Balance afyfhents for the periods indicated:

Current accour
Current account, net
Goods and Services, r
Merchandise Trade Balan
Exports
Imports
Services
Credits
Debits
Interest, ne
Interest from investmel
Interest from direct investme®
Abroad
From abroac
Interest from portfolio investme!
Dividends
Interest
Interest from other investme
Credits
Debits
Current transfers, n
Credits
Debits
Capital and financial accour
Capital and financial accounts, net
Capital account, ne
Financial account, n¢
Direct investment, ne
Direct investment abroe
Shares and other capi
Earnings reinveste
Other capita
Direct investment to Chil
Shares and other capi
Earnings reinveste
Other capita®
Portfolio investment, ne
Assets
Liabilities
Derived financial instruments, n
Other Investment, n®
Assets
Commercial credit
Loans
Currency and deposi
Other asset
Liabilities
Commercial credit
Loans®
Currency and deposi
Other liabilities
Assets in reserve, n
Errors and omissions, net
Financial account without reserves

Total balance of payments

(1) Includes interes
(2) Net flows of liabilities by loans

Balance of Payments
(in millions of US$)

Six Months
Ended
June 30,
2007 2008 2009 2010 2011 2012
7,07¢ (5,800 3,51¢ 3,26¢ (3,220 (2,442)
22,80¢ 4,86¢€ 13,35( 13,51¢ 8,37¢ 45¢
24,13: 6,07¢ 15,36( 15,32 10,79: 1,26:
68,56 64,51( 55,46: 70,897 81,41 19,67¢
44,43( 58,43¢ 40,10¢ 55,57 70,61¢ 18,41:
(1,329 (1,209 (2,010 (1,806 (2,417 (8049)
9,03( 10,73¢ 8,49: 10,83: 12,40¢ 3,01z
10,35: 11,94¢ 10,50: 12,637 14,82: 3,81¢
(18,860 (13,59¢) (11,399 (14,765 (14,01Y (3,290
(20,11)) (13,599 (12,399 (14,769 (14,019 (3,290
2,721 (14,589 (11,84¢) (14,79¢) (13,95 (3,22¢)
(22,83)) 2,847 2,95¢ 4,18¢ 4,18¢ 97t
82t (17,430 (14,80: (18,980 (18,13¢) (4,209
971 80¢€ 661 76C 38C 22¢€
(14€) 754 78E 1,10( 1,001 297
43C 52 (1249 (33¢ (621) (72)
1,25¢ 182 (20¢ (72%) (443) (287)
82t 1,10C 633 38¢ 607 204
3,12¢ 91¢€ 841 1,117 1,05( 492
3,857 2,93( 1,56: 4,51F 2,41¢ 38¢
72¢ 3,87t 2,512 5,60¢ 3,78¢ 74¢
(18,860 94t 94¢ 1,091 1,36¢ 35¢
7,57¢ (4,522) 4,192 15,19: (3,919 (1,967
16 3 15 6,24( 14 3
(5,64)) (7,029 2,15¢ (3,359 (8,909 (604)
(7,720 (6,367) (5,659 (6,142 (5,477 241
4,852 9,151 7,23¢ 9,231 11,82: 7,907
(462) 5,10z 4,70( 3,907 4,86¢ 5,70¢
2,39¢ 2,30¢ 2,70¢ 3,69¢ 3,84t 83¢
2,92( 1,74: (174) 1,62¢ 3,11¢ 1,36:
12,57: 15,51¢ 12,887 15,37: 17,29¢ 7,66¢
2,622 7,77¢ 1,90¢ 4,85¢ 5,47¢ 3,477
10,18: 6,597 10,51¢ 7,86% 9,58¢ 2,97(
(232) 1,14¢ 465 2,65¢ 2,231 1,21¢
16,53: 7,61¢ 12,39¢ 6,082 (112,109 (2,839
15,95:¢ 10,25: 14,26¢ 15,38( (665) (42)
(579 2,63¢ 1,87( 9,29¢ 10,44: 2,79¢
98 1,041 1,04¢ 934 2,41¢ 36¢€
1,86: (13,267) (5,262) 5,05¢ (3,95)) (1,52%)
7,997 (5,34¢) 612 6,69¢ 2,49¢ 81
2,04t (2,909 1,36¢ 2,51¢ 1,33( (172
72¢ 84¢ 29C 80¢ 54kt 451
5,22¢ (3,289 (1,045 (117) 2,30¢ (107)
0 0 0 3,487 (1,689 97)
6,13¢ 7,91¢ 5,87¢ 1,64( 6,44¢ 1,60¢
722 331 (1,849 1,82: 1,31z 28t
5,42¢ 7,461 6,417 (499) 5,257 1,271
(20 12E 23C 31¢ (139 47
D D 1,07¢ 2 12 4
(3,219 6,44¢ 1,64¢ 3,02¢ 14,19( 1,78¢
465 1,272 64¢€ (55€) (721) 47C
10,77: (10,96¢) 2,53( 5,927 (18,11 (3,75%)
(3,219 6,44¢ 1,64¢ 3,02¢ 14,19( 1,78¢




(3) Short term net flows
Source: Central Bank.

54




Foreign Trade

Chile has generally followed an outward-orientedrexnic development strategy. Chile’s main tradécyadbjective is to improve and ensure
access for its goods and services to all marksetaedl as to encourage domestic and foreign investnWith a view to liberalizing the economy, all
available channels have been used to give Ghitatle policy an outward orientation, includinglaterally opening its markets and entering intateira
and multilateral trade agreements.

Chile’s open trade policy covers goods, servicesiavestments. Pursuant to its open trade polityleG applied MFN tariff was unilaterally
phased down from 11% to 6% between 1999 and 2008e 003, this uniform overall tariff has been ntained unchanged as a &% valoremduty
on imports for most products, which makes up 0886 ®f tariff lines. This low and uniform tariff & distinctive feature of Chile’s trade policy.

Chile has effectively lowered its applied tariffedo 1.02% (the 2011 average), as compared to bi@@03, through the implementation of
free trade and other agreements.

Chile has concluded 22 bilateral agreements wittr&@ing partners that represent 93.3% of its dveeale (imports and exports, both MFN
and preferential). The trading partners with whitfile has signed agreements are the P-4 (New Z&gangapore and Brunei Darussalam), the
European Union, Canada, the Republic of Korea, &Hhile-Central America (Costa Rica, El Salvawratemala, Honduras, Nicaragua), the United
States, Mexico, EFTA (Switzerland, Norway, Icelamtl Liechtenstein), Panama, Colombia, Peru, Ecydikncosur (Argentina, Brazil, Paraguay and
Uruguay), Bolivia, Venezuela, Malaysia, Japan, fal& and Turkey. Chile has also concluded tradgmtiations with Nicaragua and Vietham and is in
the process of conducting certain administrativeeesses in order to complete the formal trade aggats with these countries. Additionally, in August
2012, Chile concluded trade negotiations with HElegg and Thailand. Chile has entered partial-s@peements with India and Cuba. Through these
agreements, Chilean exporters can access a pbtaatiet of 3.9 billion people. Chile is also imade negotiations with the Trans-Pacific Partnership
(TPP) and India for new and supplemental tradeeagests, respectively. Preliminary groundwork i®dleing done for possible trade negotiations with
Israel, Indonesia and the Dominican Republic.

Chile is a founding member of the World Trade Oigation.

Since 1994, Chile has been a member of, and aregudirticipant in, the Asi®acific Economic Cooperation (APEC) forum. In retoggars, th
Asia-Pacific region has become a priority for Childrade policy. Initiatives have been launchedhiwithe APEC framework to facilitate trade,
including mutual recognition agreements and fraderagreements.

Merchandise Trade
Chilean trading activity is diversified among caued in the Americas, Asia and Europe.

The primary countries of origin of Chile’s impordaring 2011 were the United States (where 20.1%taf imports originated), China (16.9%),
Brazil (8.4%), Argentina (6.2%), Germany (4.2%) aagan (3.9%). The primary destinations for ChiéxXports in 2011 were China (which received
22.8% of total exports), the United States (11.1%pan (11.1%), Brazil (5.5%), South Korea (5.5%9,Netherlands (4.7%), Italy (3.3%), Taiwan
(2.5%), Peru (2.5%) and India (2.4%). The origind destinations of Chile’s exports in 2011 changamipared to 2010, due to variations in demand
resulting in part from current global economic ciinds. In 2011, the proportion of Chile’s expottsAsia decreased from 49.2% to 47.0% while the
proportion of Chile’'s exports to Europe also greani 19.3% to 19.8%, as compared to 2010. The gpbgral distribution of Chile’s imports remained
relatively unchanged in 2011.

During the six months ended June 30, 2012, theassiraountries of origin of Chile’s imports were thaited States (where 22.6% of total
imports originated), China (17.4%), Argentina (6)6®Brazil (6.5%), Japan (3.0%) and South Korea%®.5The primary destinations for Chile’s exports
during the six months ended June 30, 2011 wereQfhich received 21.2% of total exports), the EaiStates (12.6%), Japan (11.1%), Brazil (5.5%),
South Korea (6.0%), the Netherlands (4.0%), 1taly %), Taiwan (2.6%), Mexico (1.7%) and India (3)0% 2011, the proportion of Chile’s exports to
Asia decreased from 49.2% to 47.0% while the pridgoiof Chile’s exports to Europe grew from 19.3848.8%, as compared to 2010.
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Merchandise exports (which exclude merchandisevirfree zones) have diversified and increased iwer. They amounted to US$68.6 billion
in 2007, US$64.5 billion in 2008, US$55.5 billian2009, US$70.9 billion in 2010 and US$81.4 billiar2011. The significant increase in 2010 and
2011 were mainly due to the slowing of the recdolbal economic downturn. During the six months ehdiene 30, 2012, merchandise exports amol
to US$45.6 billion. Traditional merchandise expdgnsning products - principally copper) increas&dg®s in real terms between 2003 and 2010, while
total merchandise exports increased 27.5%, shothimgliversification of Chilean exports. Since thie#1980s, Chile has increased its exports of
nontraditional goods, principally seafood, agriatdl products and wine. Imports totaled US$44.idpilin 2007, US$58.4 billion in 2008, US$40.1
billion in 2009, US$55.6 billion in 2010 and US$8illion in 2011. The fluctuations in imports arainly explained by variations in the terms of #rad
and exchange rates. During the six months endesl 3012012, imports totaled US$41.9 billion. Theéest portion of Chile’s imports consists of
intermediate goods, such as oil and others fosslsf which accounted for 59.3% of total import2@11. The share of total imports, represented by
consumer goods imports, has remained relativeblesince 2007, amounting to 26.7% in 2007, 24.2%008, 26.6% in 2009, 29.7% in 2010 and
28.1% in 2011. Imports of capital goods have atsnained relatively stable as a percentage of itogadrts since 2007, representing 17.6% in 2007,
18.1% in 2008, 19.2% in 2009, 19.0% in 2010 and@%8in 2011. The following tables set forth informoaton exports and imports for the periods
indicated.

Exports of Goods (FOB)1)
(in millions of US$ and % of total exports)

Six Months Ended

2007 2008 2009 2010 2011 June 30, 2012
Mining:
Copper US$ 37,778. 57.8% US$ 32,841. 52.1% US$ 27,702. 54.1% US$ 40,256. 59.2% US$ 42,628. 55.6% US$ 20,176. 51.1%
Iron 402. 0.6% 593.¢ 0.% 534.5 1.(% 1,110.¢ 1.6% 1,618. 2.1% 720.C 1.6%
Nitrate and iodin¢
@ 405.¢ 0.€% 553.¢ 0.9% 481.5 0.€% 564.% 0.8% 788.¢ 1.(% N/A N/A
Molybdenum
oxide and
ferromybdenur 3,845.: 5.% 3,114.¢ 4.%% 1,345.( 2.6% 1,533.¢ 2.2% 1,915. 2.5% 156.€ 0.4%
Other 914.% 1.4% 884.( 1.4% 631. 1.2% 813.¢ 1.2% 1,199.! 1.6% 1,362.( 3.4%
Total mining 43,345.: 66.2% 37,988.( 60.2% 30,694.! 59.% 44,279.. 65.2% 48,149. 63.1% 22,414.¢ 56.1%
Agriculture,
livestock,
forestry and
fishing:
Fruit 2,807.¢ 4.2% 3,450.¢ 5.5% 3,025.¢ 5.% 3,708.( 5.5% 4,140.¢ 5.4% 3,102.¢ 7.%%
Timber 10.5 0.C% 19.¢ 0.C% 13.€ 0.C% 21.: 0.C% 26.€ 0.(% 12.4 0.C%
Other 407.1 0.€% 539.¢ 0.9% 606.1 1.2% 622.¢ 0.% 697.2 0.€% 558.( 1.4%
Total agriculture,
livestock,
forestry and
fishing 3,225t 4.€% 4,009.« 6.4% 3,645. 7.1% 4,352.: 6.4% 4,864.¢ 6.4% 3,673.( 9.2%
Industrial:
Fishmea 528.¢ 0.6% 489.¢ 0.8% 606.7 1.2% 519.¢ 0.8% 4725 0.6% 207.¢ 0.%
Processed salmc 2,169.« 3.2% 2,335.¢ 3.7% 2,030. 4.(% 2,009.¢ 3.0% 2,858.« 3.7% 1,634.¢ 4.1%
Wine 1,257.: 1.% 1,377.¢ 2.2% 1,381. 2.7% 1,547.: 2.3% 1,696.: 2.2% 674.7 1.7%
Sawn wooc 832.¢ 1.5% 740.¢ 1.2% 429.5 0.6% 549.¢ 0.8% 678.¢ 0.% 346.% 0.S%
Bleached and
unbleached
pulp 2,365.¢ 3.6% 2,548.¢ 4.0% 2,011. 3.% 2,422.¢ 3.6% 2,894.¢ 3.8% 1,274.¢ 3.2%
Methanol 485.5 0.7% 406.( 0.6% 157.¢ 0.2% 211.¢ 0.2% 214.1 0.2% 80.1 0.2%
Other 11,169.( 17.1% 13,186.! 20.9% 10,281.: 20.1% 12,021.4 17.1% 14,527. 19.% 9,215. 23.2%
Total industrial 18,808. 28.% 21,084.1 33.4% 16,898.1 33.(% 19,283.: 28.4% 23,342. 30.6% 13,433.¢ 34.(%
Total exports US$ 65,379. 100.(% USS$ 63,062. 100.(% US$ 51,238. 100.(% US$ 67,914. 100.(% USS$ 76,356. 100.(% US$ 39,521. 100.(%

(1) Only Exports of General Regime as classified byGketral Bank
(2) Nitrate and iodine mining data for 2012 is not &fale as of the date of this prospec
Source: Central Bank.
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(in millions of US$ and % of total imports)

Imports of Goods (CIF) @

Six Months Ended

2007 2008 2009 2010 2011 June 30, 2012
Imports:

Consumer uUsy uss uUsy uss uUsy uss
goods 11,865.( 24.%% 14,14¢ 22.5% 10,665.: 24.%% 16,482.: 27.8% 19,846. 26.52% 9,959.: 26.2%
Intermediat
goods 27,903.( 58.% 38,075.¢ 60.¢% 24,455, 57.1% 32,370." 54.5% 41,872, 55.2% 21,889.¢ 57.1%
Capital
goods 7,827.. 16.4% 10,566.1 16.£% 7,684." 18.(% 10,535. 17.7% 13,189.( 17.€% 6,065.. 16.(%

Total us$ uss us$ uss us$ uss

imports 47,595.: 100.(% 62,787« 100.(% 42,805.! 100.% 59,388. 100.(% 74,908. 100.(% 37,914.( 100.(%

(1) Only Imports of General regime as classified by@emtral Bank

Source: Central Bank
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EXPORTS (FOB)
Americas:
Argentina
Brazil
Mexico
United State:
Other
Total Americas
Europe:
EU:
France
Germany
Italy
United Kingdom
Other
Total EU
EFTA and other
Total Europe
Asia:
Japar
South Koree
Taiwan
China
Other Asia
Total Asia:
Other®
Total exports:

IMPORTS (CIF)
Americas:
Argentina
Brazil
United State:
Other
Total Americas
Europe:
EU:
France
Germany
Italy
United Kingdom
Other
Total EU
EFTA and other
Total Europe
Asia:
Japar
South Koree
Taiwan
China
Other Asia
Total Asia:
Other®
Total imports

Geographical Distribution of Merchandise Trade
(% of total exports/imports)

Six Months
Ended June
2007 2008 2009 2010 2011 30, 2012

1.2 1.5 1.3 14 1.5 1.3
5.C 6.C 5.1 6.C 5.5 5.5
34 3.3 2.7 2.7 2.2 1.7
12.¢ 12.4 11.2 9.7 11.1 12.€
10.2 13.5 12.1 10.C 10.7 10.2
32.4 36.€ 32.2 29.7 31.C 31.2
34 3.3 2.2 1.7 1.7 1.6
2.5 2.6 2.C 14 14 1.3
5.1 5.C 2.6 3.5 3.3 2.7
1.1 1.1 1.1 0.6 0.¢ 1.C
11.¢€ 12.4 9.7 10.1 10.4 9.4
23.¢ 24.4 17.7 17.t 17.7 16.1
1.3 14 1.6 1.8 2.1 2.7
25.2 25.¢ 19.2 19.2 19.€ 18.7
11.C 9.8 9.2 10.¢ 11.1 11.1
5.9 5.1 5.8 5.9 5.5 6.C
2.€ 2.8 2.7 2.9 2.5 2.€
15.2 13.2 23.F 24.4 22.€ 21.2
6.C 4.5 4.8 5.2 5.1 5.8
40.¢ 35.F 46.C 49.2 47.C 46.¢
1.5 1.¢ 2.3 1.8 2.2 3.2
100.( 100.( 100.( 100.( 100.( 100.(
9.2 8.1 10.¢ 7.9 6.3 6.6
9.6 8.5 6.7 7.8 8.3 6.5
16.5 19.C 18.¢ 16.€ 20.1 22.¢€
13.7 15.2 14.1 13.7 14.¢ 17.1
49.C 50.¢ 50.: 46.2 49.7 52.¢
2.C 2.1 1.8 14 1.€ 1.7
3.5 3.2 3.6 4.C 4.2 34
1.t 1.3 1.8 1.€ 1.t 1.t
0.8 0.8 24 1.7 1.8 0.6
5.4 5.C 6.4 4.8 4.7 4.8
13.2 12.4 16.C 13.5 13.€ 12.5
2.5 2.2 1.C 0.8 0.9 1.1
15.€ 14.¢ 16.¢ 14.2 14.7 13.t
4.2 5.1 3.7 5.7 3.9 3.C
6.8 5.2 5.2 5.9 3.6 3.5
0.7 0.6 0.7 0.6 0.6 0.6
12.7 13.2 14 .4 16.€ 16.€ 17.4
3.3 3.3 3.2 3.4 3.7 3.3
27.7 27.2 27.2 32.4 28.€ 27.€
7.5 7.3 5.5 7.1 6.8 5.9
100.( 100.( 100.( 100.( 100.( 100.(

(1) Includes Africa, the Middle East and other coustriacludes those in tax free zon

Source: Central Bank.
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Services Trade

Non-financial services include transportation, pager services, port services and the travel inguBhe travel industry, particularly tourism,
is one of the most important contributors to thevise trade sector. In 2007 and 2008 exported sesvincreased by an annual average of 16.9%. Highel
volumes of maritime freight commerce, domestic exiieires by tourists visiting Chile and other pssfienal services drove the increase in exports
during that period. Tourism increased principalliedo South and Central American tourists visitdigle, from Brazil, Argentina, Bolivia, Paraguay,
Panama and Costa Rica. In 2009, exported servemeased by 20.2% compared to 2008, due primaridylarge fall in maritime and air transportation,
resulting in part from the global economic criS#milarly, imported services decreased by 14.5%irig2010, the positive trend of previous years was
restored as exported and imported services inaleas@7.5% and 20.3%, respectively. During 201&,dkported and imported services increased by
14.5% and 17.3%, respectively.

Foreign Direct Investment (FDI)

Chile’s constitutional and legal framework guarastaon-discrimination and equal treatment to fereigd local investors and gives foreign
investors access to all economic sectors. The E@87dign Investment Statute, known as Decree Law $88 forth the general rules applicable to
foreign investors covering repatriation of capitaithdrawal of profits and access to the formalrexwe market. It establishes different kinds of
investment, including freely convertible currenagsets, technology, investment related creditapialized earnings. An alternative regime under
which foreign investments may be made in Chilehggter XIV of the Central Bank’s Compendium of FgreExchange Regulationapitulo XIV de
Compendio de Normas Internacionales del Banco @éde Chile). Under this regime, foreign investors may freeansfer into Chile capital
contributions and loans through convertible foreignrency. Investors are required to inform thet@mBank of the transactions, but are not suliject
prior registration or approval requirements.

Under Decree Law 600, the Chilean Foreign Investr@ammittee, acting as the authorized represemetatithe government, enters into a

legally binding contract with each foreign investahich stipulates the term for which the investim@ninvestments must be made. In the case of m
investments, the period during which the investmémtChile may be made is generall{L3years. In all other economic sectors, such gasigenerall’
three years. Between 2007 and 2011, investmente thaolugh the Decree Law 600 mechanism amounteggmximately US$18.7 billion. A portion
of foreign investors (representing approximatelye2af the total FDI inflows during the period frod@7-2011) have chosen to use Decree Law 600
instead of the Central Bank’s Compendium of Foréignhange Regulations by which foreign investory fneely bring capital contributions and loans
to Chile by way of convertible foreign currency.€T@nnual average FDI in Chile made through the &etaw 600 mechanism from 2007-2011 was
US$3.7 billion per year.

Between 2007 and 2011, 23.5% of FDI made througlicree Law 600 mechanism in Chile originatedanazia, followed by the United
States (21.6%), Japan (14.3%), Australia (5.1%)ibbe(4.6%) and the United Kingdom (3.7%). Durihat period, the 27 members of the European
Union accounted for 20.5% of total FDI made throtigle mechanism.

Between 2007 and 2011, mining accounted for 37.7%Dd made under Decree Law 600, compared to 3388veen 1974 and 2006;
electricity, gas and water supply accounted foB%2.compared to 20.2%; wholesale and retail tradewnted for 19.0%, compared to 2.1%; financial
services accounted for 6.6%, compared to 10.1%nmamications accounted for 4.1%, compared to 10i83asport and storage accounted for 5.8%,
compared to 1.1% and other manufacturing indus&réesunted for 4.0%, compared to 2.4%.
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The following table presents the changes in foreiigect investment, including capital and debt, madder Decree Law 600 by sector for the periods
indicated:

Foreign Investment under Decree Law 600 by Sectép
(in millions of US$)

2007 2008 2009 2010 2011
Agriculture and Livestoc 0.7 0. 10.€ 6.C 47.5
Forestry 107.7 80.4 29.1 13.2 8.C
Fishing and aquacultul 11. 11.C 0.C 0.C 0.C
Mining and quarrying 305.¢ 2,371. 1,014.° 883.1 2,489.(
Food, beverages and tobar 20.2 49.¢ 46.1 44.C 49.¢
Wood and paper products, printing and publist 23.4 53.¢ 1.t 6.€ 0.€
Chemical, rubber and plasti 7.2 i3 46.5 0.C 10.C
Other manufacturing industris 18.7 113.¢ 368.1 83.€ 157.¢
Electricity, gas & water suppl 169.1 1,452.; 356.¢ 106.: 210.C
Constructior 15 2.1 0.C 7.3 0.C
Wholesale and retail trac 262.¢ 2.7 2,680.¢ 557.¢ 56.7
Transport and storag 15.7 426.C 233.% 283.t 125.7
Communication: 66.5 283.¢ 194.% 123.1 94.1
Financial service 248.¢ 165.¢ 298.¢ 470.¢ 56.C
Insurance 10.c 26.2 04 20.€ 722.2
Engineering and business servi 71.t 113.€ 60.5 62.¢ 108.%
Other Services 28.€ 16.5 22.C 6.8 3.8
Total 1,369.¢ 5,170.¢ 5,363. 2,675. 4,140..

(1) Including capital and dek
Source:Foreign Investment Committee. Provisional figure®BDecember 31, 2011.
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MONETARY AND FINANCIAL SYSTEM
Role of the Central Bank

The 1980’s Constitution defined the Central Bankm@asutonomous legal entity. The Central Bank igegued by the 1989 Central Bank Act,
which has the rank of a constitutional organic l&a .the extent consistent with this law, the Cdri@nk is also subject to the private sector’s land
regulations. The Central Bank is prohibited fromdimg funds to the government or buying governnuerit, either directly or indirectly, except in a
state of war or danger thereof. The Central Bargoigerned and managed by a Council composed ofrismmbers. The President of the Republic, with
the prior consent of the Senate, appoints each raeailihe Council for staggered, renewable ten-peaiods. One seat on the Council is subject to
election every two years. The President of the Répappoints the President of the Central Bankssi@il from among the Council members, who
serves for a period of five years. The quorum nesgiifor the Council to operate is three out offthe members, and the motions must be approved by a
majority of those present. In case the Council oan@ach a decision, the Governor casts the degidite.

According to the Central Bank Act, the main objeetof the Central Bank is to maintain the stabitifyhe Chilean currency and the orderly
functioning of Chile’s internal and external payrheystem. To achieve these purposes, the Centrid Bet vests the Central Bank with the authority to
set reserve requirements for banks, to regulatarni@unt of money and credit in circulation, to @teras a lender of last resort and to establish
regulations and guidelines regarding financialifosons, the formal exchange market and bank déepalsng activities. These attributes allow the
Central Bank to implement a wide range of poliaglsdor controlling monetary and exchange rateqyoli

Monetary and Exchange Rate Policy, General Overview

The Central Bank’s monetary policy has generalguged on protecting the value of the courstigiirrency and seeking to keep the inflation
low and stable. To fulfill this task, the Centrarik has followed a countercyclical strategy, whioraddition to preserving price stability, seetavoid
extreme changes in domestic demand. In this séms&entral Bank’s monetary policy intends to aetiprice stability over time, taking into account
the effects this policy has on economic activitgd @mployment in the short and medium terms.

The Central Banlg focus on price stability has translated intordlation targeting monetary approach. Since 2004 Gentral Bank has carri
out monetary policy by setting a rolling 12-monrginget range for underlying inflation (which does mzlude goods with highly volatile prices such as
fuel oil and fresh vegetables) and a rolling 24-thdarget range for total inflation. Currently, bdarget ranges are 2 to 4%.

With regard to exchange policy, an exchange ratel beas in place from the mid-1980s until Septeni889, when the Central Bank adopted a
free-floating exchange rate regime, after a peoii@vorable monetary and exchange rate conditibhese circumstances included low and stable
inflation, adequate financial regulation, an exderate within the set-floating band, developmdm@hange rate and financial hedging instruments,
and improvements in private risk management. Hetheeintroduction of the free-floating regime wasigved without shocks and rapidly led the
Chilean currency to reflect its actual market value

During the 1990s the Central Bank also used regexygirements €ncaje) to prevent foreign currency inflows that couldrbaffected the
value of the Chilean peso (SeBédlance of Payments — Capital AccolntA foreign exchange free-floating regime, howegwoes not mean the
Central Bank cannot intervene in the market whewisiders the currency to be moving too far frsreguilibrium value, which could result in costly
reversions. Nevertheless, these interventionsttakéorm of transparent, well-founded measures,iacldde clearly delineated periods and amounts
involved, as well as the clear explanation of #aspns behind these exceptional actions.
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Monetary Policy and Interest Rate Evolution

The Central Bank’s monetary policy is based omderést rate target. Since August 2001, when thé& bhifted its monetary instrument from
an indexed interest rate to a nominal one, theestibjf the target has been the daily interbank namnterest rate, known as the monetary policg rat
( Tasa de Politica Monetaria- TPM). This measure was complemented by the gtadp&cement of short-term inflation-indexed dséturities
denominated in UF with new medium-term debt selasiienominated in nominal pesos.

The use of nominal rather than real interest ristpart of the modernization of the Central Bank@netary policy framework. This process
allows a reduction in the volatility of nominal tnsments, especially exchange rate and monetaunidligggregated volatility. It is also intended to
simplify international financial integration, exptdrisk management and increase transparencyeadhtarest rate itself.

To ensure that the TPM rate falls within the desi@nge, the Central Bank must regulate the firsmsgistem’s liquidity (measured in terms of
reserves), using a set of instruments, includindiguidity deposits, lines of credits and openrked transactions; and (ii) buying and selling $tierm
promissory notes. These tools also incorporatdamiing reserve deposits, although currently theti@eBank is not using this mechanism as an active
monetary policy instrument.

Banks and other financial institutions maintainqaidity deposit account with the Central Bank, wha one-day deposit can earn a
predetermined interest rate. This rate establiahexffective lower threshold for short-term intémades. Additionally, financial institutions hage
liquidity credit line from the Central Bank for wdfi they pay a predetermined overnight interest fiies credit line is divided into three tranchse
first corresponds to 40% of the total credit linad both the second and third tranches are eacho8@3% credit line. Each succeeding tranche has a
higher interest rate, and the maximum credit lif@xsnce equals 60% of each bank’s reserve reqeintsn

As mentioned above, the Central Bank also condileigt-term liquidity management mainly through nejhase agreements. Repurchase
agreements are a complementary liquidity line famks, for which the Central Bank announces a datly, and banks indicate which instruments they
wish to sell to the Central Bank at that rate. Taintain the base interest rate at the desired,ldwelCentral Bank conducts open-market transagtion
buying repurchase agreements that use promissteg math maturities of less than seven days oingpikeverse repurchase agreements (which is the
sale of an asset with a simultaneous agreemenptachase the asset at a specified price).

The following table sets forth the Central Banki®i@age interest rates for the periods indicated.

Central Bank Average Interest Rates

(in %)
Target Average Real
BCP M®) BCU @® Interbank Rate

Year 5 years 10 years 5 years 10 years Nominal
2007 5.77 5.27 2.7z 2.9C 5.3t
2008 6.81 7.5€ 2.8¢ 3.1z 7.1C
2009 4.6t 2.32 2.6¢ 1.94
2010 5.54 2.62 1.4C
2011 5.67 5.84 2.4: 2.7z 4.67
2012 (through June 3 5.2¢ 5.6( 2.4C 2.51 5.01

(1) BCP: Pes-denominated Central Bank not

(2) BCU: UF-denominated Central Bank not:

(3) BCU and BCP are part of the new inflal-indexed and pe-denominated financial instruments issued by theit@eBank since September 20(
SourceCentral Bank.
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The following table sets forth the Treasury’s ageranterest rates for the periods indicated.

Treasury Interest Rates

(in %)
BTP W BTU @
Year 5 years 10 year: 5 years 10 year:
2007 - 6.2 - -
2008 - 6.94 - -
2009 5.0Z 5.8t 2.4: 2.9t
2010 - 6.4% 2.2¢ 3.0C
2011 - 6.0¢ 2.5t 2.8C
2012 (through June 3i - 5.7¢8 2.3¢€ 2.5€

(1) BTP: Pes-denominated Treasury nott
(2) BTU: UF-denominated Treasury nott
Source Ministry of Finance.

Inflation

Reversing policies from previous years, and follogvihe Central Bank'’s attainment of full autonomylP90, inflation was successfully curbed
over the decade that followed, falling from 27.3%4.B90 to 4.5% in 2000. In 2001 the Central Bandpaeld a target inflation band of 3% (+/-1%)
inflation over a 12-24 month policy horizon. Accorgly, inflation was 3.7% in 2005 and 2.6% in 200@lation is measured by the change in the CPI
for the relevant calendar year, unless otherwiseiipd.

In 2007, inflation was 7.8%, significantly high&an the target range. This was principally dud&rise, in the second half, of prices of
perishable groceries and energy (including a 4Q8teamse in fees for electric services), as welhaseising prices of merchandise. Wheat and corn had
the highest prices of perishable groceries, inviith a global trend, while non-favorable weathenditions increased prices of fruit and vegetables,
mainly during the second half of 2007. In additiorthese factors, the rise in the price of sevegalices related to house restoration, which cdetti
with the increase of salaries in the constructiectar, contributed to the higher level of 2007 atitn.

An additional component of the overall inflatiotegwas the increased prices of oil and fuel, whigipassed expectations in the second h
2007 through to the third quarter of 2008. The farehted in September 2005 by the government bdlig@internal fuel prices (the Oil Price
Stabilization Fund 1l —Fondo de Estabilizacion de Precio de los Combussiderivados de Petrdléphowever, subsidized the price of oil, thereby
moderating its effect on inflation (Seéublic Sector Finances — Oil Prices StabilizatiaumBs”).

During the first four months of 2008, inflation by 1.6% as a result of increases in food anddtieés, which spread to other goods. In
response, the Central Bank Council raised the TRKIAD basis points beginning in June 2008 (bringhgaggregate increase since mid-2007 to 325
basis points) and inflation reached 8.25% in Sepwm008. In contrast, during the last quarterGff& commodity prices fell substantially and world
prices of basic foodstuffs, an important sourcenétion in Chile and elsewhere, also decreaséis @llowed the annual inflation rate to fall td % for
2008, although it was still high and significandligove the target for the year.

This downward trend continued in 2009, when inflatreached (1.4)%, driven primarily by weaker dedhand lower external prices that
affected domestic prices. During 2010, with expamary monetary conditions and the emergence ofrédle employment and internal financial
conditions, inflation rose 3%. In 2011, the inftatirate rose 4.4%, in part due to global economé@ettainty caused by the Eurozone crisis.

Currently, while the expansion of total domestitiaty exceeded predictions, the Central Bank expacdownward trend in the domestic
activity following a less dynamic second quarte2@12. Inflation has remained below March’s foré¢asl is expected to meet the 3% of inflation
target. However, given recent uncertainties inglodal economy, in particular with regard to Eurppe assurances can be given that the Central Bank
will maintain interest rates at current levels.
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One alternative metric for inflation is the ProduBeice Index, or PPIl. The PPl measures the averiagege over time in the selling prices
received by domestic producers of goods and sexvidiaile the CPI measures price change from thehaser’s perspective, the PPl measures price
change from the perspective of the producers.

The following table shows changes in the CPI ardRRI for the periods indicated.

Inflation
Percent Change from
Previous Year at Period End
CPI PPI
2007 7.8 6.5
2008 7.1 24
2009 (1.4 0.C
2010 3.C 20.2
2011 4.4 (7.5
2012 (through June 3i 0.4 (4.9)

Source:Central Bank.
Exchange Rate Policy

Between 1990 and 1999 the Central Bank’s exchasigepolicy was aimed at restraining the appreaiadicthe peso against a basket of
currencies via a crawling exchange rate band. Fr@@38 to 1997 the nominal exchange rate fluctuatiéima narrow range around Ps.400/US$.
Throughout the period, however, the real exchaateappreciated due to the positive (although @esang) inflation differential between Chile and its
trade partners. The nominal stability of the pesulted from two factors: capital inflows contrilmgt appreciation pressure to the nominal exchaate r
and the Central Bank counteracting this via reg(dterilized) interventions in the foreign exchamgarket inside the flotation band, and occasional
increases in the coverage of unremunerated resequérements.

In September 1999 the Central Bank dropped thelorgwxchange rate bands for the Chilean peso,tadpp free floating exchange rate,
although retaining the right to intervene whendkehange rate moves too far from its equilibriuruga

Between 2000 and 2006 the exchange rate presembestrong trend shifts.

Between 2000 and 2002, the peso was volatile apcediated sharply because of the effects of theelige sovereign debt default and the
disruption in international markets due to thedsst attacks of September 11, 2001. This triggarsttong fall in copper prices, and low liquiditythe
market coupled with a general uncertainty in pag tb the political and economic situation in Bka2uring this period the exchange rate reached its
historical peak on October 11, 2002 of Ps.756.56/US a result, in late 2002 the Central Bank ameed an exchange intervention to stabilize the
currency.

The period 2003-2006 experienced a change in tlerdo the appreciation of the peso, which waslgrdue to favorable financial conditions
in emerging economies, a rebound in copper prindsassharp depreciation in the dollar in internsianarkets.

During 2007, the peso appreciated considerablynagttie U.S. dollar, achieving, in December 200awerage of Ps.499.28/US$, in
comparison with an average of Ps.527.6/US$ in Deeerf006. The peso had not reached this level mfegation since May 1999.
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Beginning in the fourth quarter of 2007 and untdrA2008, the peso appreciated in both nominalraaditerms. This appreciation, common to
most emerging economies, was driven by both th&earéag of the U.S. dollar globally and large glolmbalances.

Taking into consideration the potential adversea# on Chile’s financial stability that may haesulted from the worsening global economic
conditions, on April 10, 2008 the Central Bank Ccilidecided to intervene in the foreign exchangekeiduring 2008 and announced an international
reserves accumulation program of US$8 billion,ealeveloped between April and December 2008. Anciagrthe intervention was consistent with the
transparency principles that governs the CentrakBapolicymaking and with the floating exchangeerand inflation targeting schemes currently in
force. The accumulation of reserves also modifiedGentral Bank’s foreign currency position, cotesiswith the assessment that, at the time of the
intervention, the real exchange rate was belowabel that would prevail in normal global real dimancial conditions.

At the end of September 2008, the peso value waBP$ES$ and the Central Bank Council announceetitkeof its reserve accumulation
program, which had added US$5.75 billion in resgrvepresenting an increase of 30% compared tolV2368. In line with the value of U.S. dollars in
relation to other currencies, after September 286&eso continued to depreciate, reaching aroar@2B/US$ at the end of 2008.

During 2009, the exchange rate decreased, pantigaaring the fourth quarter, reaching Ps. 5063$by the end of the year. This was mainly
the result of the depreciation of the U.S. doliainiternational markets. The Chilean peso may laés@ been affected by the inflow of dollars related
the government’s withdrawals from the FEES to liglance the 2009 Fiscal Plan (Se€he Economy — Recent Macroeconomic Performgnde line
with currencies of many emerging economies, théamnge rate appreciated during 2010 and then depeedn 2011. In addition, the performance of
the developed and emerging economies in termstpiband the evolution of international financiahnkets, increased the volatility of the peso gtarti
from the end of 2010 until June 2012. However,@eatral Bank has not intervened in the foreign exge market during this time due to the relatively
minor effects that global economic conditions hhgd on Chile’s financial stability.

The following table shows the fluctuations in theminal exchange rate since 2000.

Observed Exchange Rate&)
(pesos per US$)

High Low Average® Period-End
2000 580.4 501.C 539.f 572.i
2001 716.€ 557.1 634.¢ 656.2
2002 756.€ 641.¢ 688.¢ 712.¢
2003 758.2 593.1 691.¢ 559.¢
2004 649.5 559.2 609.£ 559.¢
2005 592.¢ 509.% 559.¢ 514.2
2006 549.¢ 511.¢ 530.: 534.¢
2007 548.7% 493.1 522.% 495.¢
2008 676.¢ 431.2 522.% 629.1
2009 643.¢ 491.1 559.¢ 506.4
2010 549.2 468.4 510.¢ 468.4
2011 533.% 455.¢ 483.¢ 521.t
2012 (through June 3i 519.7 475.% 492.¢ 509.7%

(1) The table presents the annual high, low, averageario-end observed rates for each ye
(2) Represents the average of average monthly ratésdqreriods indicates
Source: Central Bank.
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International Reserves

The Central Bank manages its international reseagesrding to the free-floating exchange rate regiwhich resulted in relatively stable net
international reserves between 2004-2007. In 200&gever, net international reserves grew by 36 ®8ugh the international reserves accumulation
program undertaken by the Central Bank to pres€hikean financial stability against the potentidlarse effects of the then global economic
conditions. International reserves amounted to@pprately US$17.0 billion, US$23.2 billion, US$24Rlion,US$26.7 billion and US$40.8 billion in
2007, 2008, 2009, 2010 and 2011, respectively.

In 2011, the Central Bank started a new prograindease its reserves, aimed at strengtheningtasnational liquidity position by increasing
international reserves to levels comparable witieotountries. To implement this program, the Ga8ank held additional international reserves of
US$12.0 billion in 2011 through periodic purchas&foreign currency from January 5 through Decen8igr2011. As of June 30, 2012, international
reserves amounted to US$39.2 billion.

The following table shows the composition of neeinational reserves of the Central Bank for thergéndicated:

Net International Reserves of the Central Bank
(in millions of US$)

As of December 31

Six
Months
Ended
June 30,
2007 2008 2009 2010 2011 2012
Central Bank
Assets:
Gold 5 6 9 11 12 12
SDRs 53 57 1,14z 1,217 1,21« 1,19¢
Reserve position in the IM®) 88 16¢€ 28€ 282 601 662
Foreign exchang 16,69¢ 22,84¢ 23,84¢ 26,31¢ 40,117 38,43t
Other asset 68 83 85 35 35 41
Other international assets 66 65 66 65 65 64
Total 16,976.! 23,227 .« 25,438.. 27,92¢ 42,04« 40,40¢
Liabilities:
Reciprocal Credit Agreemer 13 12 4 3 14 13
Shor-term credits 0 0 0 0 0 0
Long-term credits 0 0 1,27 1,25¢ 1,25¢ 1,24(
Use of IMF credits 0 0 0 0 0 0
Total 13 12 1,281 1,26 1,26¢ 1,25¢
Total international reserves, net 16,96: 23,21¢ 24,157 26,66¢ 40,77¢ 39,15¢

(1) Commercial bank deposits held at the Central B
Source: Central Bank.

Money Supply
The evolution of Chile’s monetary base reflectsphgate sector demand for monetary balances, witégiends on economic growth, the

alternative cost of money and inflation. Althougle ICentral Bank does not seek to implement monstgply controls, these variables are under
continuous monitoring to protect the economy agahms effects of external shocks.
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The following tables set forth the monthly averagenetary base and the average monetary aggregatie fperiods indicated:

Monetary Base(
(in billions of pesos)

Six
Months
Ended
As of December 31 June 30,
2007 2008 2009 2010 2011 2012
Currency in circulatiot 2,210.: 2,484.¢ 2,755.° 3,209.: 3,646.¢ 3,788.:
Bank reserves 1,450.: 1,802.¢ 1,979. 2,385.¢ 3,072 2,928."
Monetary base 3,660.¢ 4,287 .¢ 4,735.: 5,595.( 6,719.¢ 6,716.¢
(1) There are no demand deposits at the Central E
Source: Central Bank.
Monetary Aggregates
(in billions of pesos)
Six
Months
Ended
June 30,
2007 2008 2009 2010 2011 2012
Currency in circulatiot 2,210.¢ 2,484.¢ 2,755." 3,209.: 3,646.¢ 3,788.:
Demand deposits at commercial ba 7,919.¢ 8,323.. 10,582.t 12,896.: 14,362.: 14,798.¢
M1 @ 10,129.¢ 10,807.¢ 13,338.: 16,105. 18,0009.: 18,587.:
Total time and savings deposits at ba 35,574.( 42,979.( 39,110. 39,376.- 48,155.: 54,455 ¢
Others 327.¢ 811.1 890.7% 1,029.: 779.¢ 618.¢
M2 @ 46,031." 54,598.( 54,088.!( 56,511.( 66,944.( 73,661.¢
Foreign currency deposits at Central Bi 4,142 ¢ 6,666. 6,498.( 6,927.¢ 7,085.4 7,850.¢
Documents of Central Bar 4,082.° 6,330.¢ 6,597.¢ 4,369.( 8,929.{ 10,454.:
Letters of Credi 4,138.: 3,816.} 3,130.f 2,574.; 2,093.¢ 1,552.¢
Private Bond: 10,443.: 12,650.! 13,853.: 14,487.¢ 16,073.¢ 16,931.:
Others 5,252.¢ 4,189.( 6,869.. 11,839.: 13,872.( 14,411.!
M3 @ 74,090.¢ 88,251. 91,045. 96,708 114,998.: 124,862.:

(1) M1: Currency in circulation plus checking acotainet of float, demand deposits at commerciakbather than the former and other than demand
savings deposit:

(2) M2: M1 plus time deposits, time savings deoshares of mutual funds invested in up to one4gFen debt instruments and collections by saving
and credit cooperatives (excluding time deposthefmutual funds previously mentioned and of sa@nd credit cooperatives

(3) MS3: M2 plus deposits in foreign currency, do@nts issued by the Central Bank, Chilean treasong, letters of credit, commercial papers,
corporate bonds, shares of the other mutual fundshares of pension funds in voluntary savingsl¢eling mutual funds’ and pension funds’
investments in M3 securities

Source: Central Bank.
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The following table shows selected monetary inditsafor the periods indicated:

Selected Monetary Indicators

Six
Months
Ended
June 30,
2007 2008 2009 2010 2011 2012®)
M1 (% change 18.1% 6.7% 22.% 21.%% 11.8% 3.2%
M2 20.5% 18.€% (5.9% 9.3% 18.5% 10.(%
Credit from the financial syste 21.6% 15.6% 3.8% 8.9% 13.%% 4.3% @
Average annual peso deposit r{l) 2.2% 2.2% 3.1% 1.3% 2.4% 3.2%
(1) Represents real interest rates for a period cbBH5 days
(2) Credit from the Financial System data is currerafa&pril 30, 2012.
Source: Central Bank.
The following table shows liquidity and credit aggates for the periods indicated:
Liquidity and Credit Aggregates
(in millions of pesos)
Six
Months
Ended
As of December 31 June 30,
2007 2008 2009 2010 2011 20120
Liquidity aggregates (at period er 3,661 4,28¢ 4,73 5,59t 6,72( 6,717
Monetary base
Currency, excluding cash in vaults at ba 2,21C 2,48t 2,75¢ 3,20¢ 3,647 3,78¢
M1 @ 10,13( 10,80¢ 13,27¢ 16,10t 18,00¢ 18,581
M2 @ 46,03: 54,59¢ 51,71¢ 56,51! 66,94 73,66
M3 @) 74,09: 88,25! 87,00¢ 96,70¢ 114,99¢ 124,86:
Credit aggregates (at period er
Private sector cred 59,79t 70,821 69,78: 74,647 87,08: 93,25(
Public sector credit (2,965) (3,18¢) (1,689 (1,68)) (1,56€) (2,410
Total domestic credf) 52,09¢ 57,93¢ 61,38: 61,57¢ 72,88t 78,567
Deposits:
Chilean peso deposi 54,97: 62,94¢ 62,84¢ 65,66 79,90¢ 80,52(©)
Foreign-currency deposits 5,53t 9,60¢ 8,551 11,18¢ 10,29¢ 11,45¢®)
Total deposits 60,50¢ 72,55¢ 71,39¢ 76,85’ 91,017 92,08

(1) Currency in circulation plus pe-denominated demand depos

(2) M1 plus pes-denominated savings depos

(3) M2 plus deposits in foreign currency, principallySJdollars. Does not include government time digpas Central Bank
(4) Includes capital reserves and other net assetBadnilities.

(5) Deposits data is current as of March 31, 2(

Source: Central Bank.
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Financial Sector
General Overview of Banking System

The modern Chilean banking system dates from 188%has been characterized by periods of substaagalation and state intervention
followed by periods of deregulation. In the ear§7@s, the banking sector was controlled by the stat highly regulated. In 1974, a process of @ster
rates liberalization, removal of credit controlgldranking privatization began. However, after tharicial crisis that affected Chile during 1982 and
1983, the Central Bank and the SuperintendencyaokB and Financial InstitutionsS(perintendencia de Bancos e Instituciones Finaasie- SBIF)
established strict controls on the funding, lending general business matters of the banking indirsChile. In 1986, a new General Banking Act was
introduced, which had as its main objectives torisup banking system supervision and regulation. Gaeeral Banking Act was rewritten in 1997,
beginning a new era of liberalization. Among othetters, this amendment allowed the entry of netities into the system (SBIF granted permits to
seven new banks) and the internationalization okbaln addition, under this new legislation thellSBdopted international monitoring standards,
incorporating the First Basel Committee’s 1998 @apiccord and recently Basel Il.

According to the General Banking Act, banks areigbatock corporations engaged in the businessagfiving money or funds from the
general public, in order to use them to grant lpdiscount documents, make investments and finbimte&xmediation, and generally perform any other
operation permitted by law. Nevertheless, banks cmayluct only those activities allowed by the GahBanking Act. Furthermore, the General
Banking Act limits the amount invested in certaitivdties. Directly or through subsidiaries, bamkay also engage in certain specified additional
activities, such as securities brokerage servioesyal fund, investment fund or foreign capitaldumnanagement; factoring; securitization; financial
leases and insurance brokerage services. Subjeetttin limitations and with prior approval of t88IF and the Central Bank, Chilean banks may own
majority or minority interests in foreign banks.dddition, banks may operate as placement agedtaraderwriters of initial public offering of shares
and of cross-market products of their subsidiaBesks are authorized to operate in derivativasstiations, including forwards, futures, swaps and,
since 2007, options.

Currently, commercial banks in Chile face growimgnpetition from several sources, which has lediwsolidation in the banking industry.
Competition in the extension of credit has comedasingly from department stores and foreign bafi® of Chile’s largest department stores have,
through related entities, obtained licenses andibég engage in commercial banking activities, e/ilthird has acquired a bank. While these events
have increased competition in consumer credis, fitat likely to be a continuing trend in the comymars.

As of June 30, 2012, there were 18 privately owshemiestic banks and one state owned bank (Bancddjstaerating in Chile. In addition,
there are five branches of foreign banks authorieegperate in Chile. As of June 30, 2012, the &rilbanking system had a total amount of outstal
loans equal to US$189.6 billion. Under the thirdital markets reform currently under discussioCangress, agencies of foreign banks would be
allowed to market the loan products they offer adr(See¢'Capital Markets — Third Capital Markets Reform)”

Two of the largest Chilean banks, Banco SantanddieCor Santander-Chile, and Banco Bilbao Vizcaygentaria, Chile, or BBVAChile, are
subsidiaries of Spanish banks, Banco SantandeBando Bilbao Vizcaya Argentaria, S.A., respectivé&espite such banks having a combined 25.95%
market share of the Chilean banking market as ioé B0, 2012, the government does not believe tlleahfinancial sector or economy generally is
materially exposed to adverse risks caused byuhemt European sovereign debt crisis or the diegji§panish economy. Notwithstanding their foreign
ownership, Santander-Chile and BBVA-Chile are |gmthas Chilean banks and are subject to genemilicable Chilean banking laws and regulations,
including, among other things, Chilean minimum &aind reserve requirementsr(caje), which help to insulate the Chilean operationtheke banks
from foreign financial crises, and restrictionsaapital reductions, which help to ensure that fienssof capital to the Spanish parent companig¢bheaxe
banks in excess of Chilean requirements are sutgjebe SBIF’s prior approval. (See “ Banking Regulatiotl). Moreover, according to the SBIF
Chilean banks do not maintain significant holdinfisovereign debt issued by Spain, Italy, Greeoetugal or Ireland, reducing their counterpartkris
and have not experienced a significant changesim tost of international financing due to the Epean debt crisis. No assurances can be given,
however, that the European debt crisis, furtheerifaiation in the Spanish economy, or related factwill not in the future have material adverse
consequences on the Chilean financial sector oCHikean economy generally.
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The following table provides certain statisticebirmation on the financial system:

Chilean Financial System
(in millions of U.S. dollars except for percentaggs

As of December 31, 201

Shareholders’ Equity ()

Assets Loans Deposits
Market Market Market Market
Amount Share % Amount Share % Amount Share % Amount Share %

Domestically-owned private-sector

banks 200,75: 82.8t% 144,09: 85.4%% 119,25: 81.2%% 16,04« 85.6(%
Foreigr-owned privat-sector bank 1,41¢ 0.5% 428 0.25% 29z 0.2(% 732 3.91%
Private-sector tota 202,17( 83.4™% 144,51t 85.6%% 119,54 81.4% 16,77" 89.51%
Banco Estado 40,03¢ 16.5% 24,13¢ 14.31% 27,24 18.5¢% 1,96¢ 10.49%
Total banks 242,20¢ 100.0(% 168,65¢ 100.0(% 146,78t 100.0% 18,74 100.0%

(1) Corresponds to th* Capital Basicc”. This item included the capital and resen
Source: SBIF.

The following table sets forth the total assettheffour largest Chilean private-sector banks aatkwned Banco Estado:

As of June 30, 201:

In Billions of pesos

Market Share %

Banco Santand-Chile Ps. 25,29 18.68%
Banco de Chil¢ 22,48( 16.5%%
Banco Estad:s 21,01t 15.51%
Banco de Crédito e Inversion 16,72« 12.35%
Corpbanc: 13,29( 9.81%
Other bank: 36,65¢ 27.06%
Total Banking System Ps 135,46 100.00ys,
Source: SBIF.
The following table sets forth information on bamgeration efficiency indicators:
Indicators of Financial System Efficiency
2007 2008 2009 2010 2011

Return on asse 1.1% 1.C% 1.2% 1.5% 1.4%
Return on equit 16.2% 15.2% 18.(% 18.6% 17.4%
Non-performing loans as a percentage of total Ic 0.8% 1.C% 1.2% 1.3% 1.1%
Gross operational margin/ass 3.€% 4.5% 5.1% 5.C% 4.€%
Operating expenses/operating reve 49.(% 49.% 44.€% 45.% 47.€%
Operating expenses/average total as 1.5% 2.3% 2.2% 2.3% 2.2%
Regulatory capital to riweighted asse! 12.2% 12.5% 14.2% 14.1% 13.%

Source: SBIF.
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Banking Regulation

The SBIF is the main banking sector regulator.ddion, the Central Bank oversees exchange rdieypand regulates international capital
movements and certain bank operations.

The SBIF monitors and oversees Chile’s banks (eetuthe Central Bank), as well as cooperativeshb#l savings deposits and provide
credit, mutual guarantees and companies whose r@igppurpose consists in the issuance or operatioredit cards or any other similar credit system
(mainly supermarkets and department store chahuklitionally, the SBIF authorizes the incorporatemd licensing of new banks and has broad powers
to issue, interpret and enforce banking regulat{bith legal and regulatory). The SBIF must alsprape any bank’s merger, bylaw amendment, capital
increase and any acquisition of 10% or more oftipgity interest in a bank. In case of non-compkanice SBIF has the authority to impose a range of
remedies.

In 1997, the SBIF and the U.S. Federal ReservedBsigned an information sharing and cooperatioeement. Moreover, since June 2007 the
SBIF, the Superintendency of Securities and InstggBuperintendencia de Valores y Segure$VS) and the Superintendency of Pensions
( Superintendencia de PensionesSP) are legally allowed, by the Data Protectiamvto share information, except information pregddy bank
secrecy.

As part of its supervisory role, the SBIF examiatdanks from time to time, generally at least@acyear. Banks are required to submit their
financial statements to the SBIF each month armpubdish them at least four times a year in a nepspwith national coverage. Furthermore, banks are
required to provide to the SBIF extensive inforroatiegarding their operations at various periodierivals. Banks must submit their annual financial
statements and the opinions of their independetiit@s for review by the SBIF. Chilean banks asoakquired to be rated by two independent rating
agencies.

In 2002, the SBIF established a new rule relatedassification of portfolios and reserve requiratsggranting financial institutions greater
flexibility in evaluating their portfolios using #ir own methodology and relying on their own extea&nowledge of their clients and their own
appropriate estimates of losses. This rule alscatieled more responsibility and involvement of tomagement, boards of directors and external
auditors.

Also in 2002, a new act intended to increase coitiygepressure on bank loans was enacted. Thdiathates the stamp tax on commercial
paper rollover, effectively eliminating the differee between the tax rate on commercial paper anthirate on bank lines of credit. In additiorg th
stamp tax on refinancing of mortgage loans wasieéted. Permanent exemption is given from paymetiieostamp tax for all mortgage credit
refinancing as long as the restructured creditimsént has a term of more than one year. In 2008waact eliminated the stamp tax on electronic
transfers and on the use of debit and credit cards.

In May 2003, the SBIF issued guidelines to regutlageframework and activities of bank auditing coittees. Bank auditing committees are
responsible for monitoring, operating and managérmemtesses as well as self-governance.

In June 2007, the Second Capital Markets RefoRafrma al Mercado de Capitales)lWas enacted, containing certain provisions canogr
banks, such as a new procedure for licensing b@gtsng a catalogue of specific requirements taneé by the respective founder shareholders); the
amendment of technical reserves (establishing élseslfor calculating them on the effective weattstéad of on the basic capital, resulting in aasdeo
resources to the financial system); the redefinitibsight deposit (in order to generate more cditipe in the money market and the market for short
term loans); and the strengthening of the supemiby and coordination among capital markets regrggseeCapital Markets — Second Capital
Market Reforr” ). This reform also amended the General Bankingtéetlow for netting of derivatives entered intp ®hilean banks, to the extent the
terms and conditions of such transactions werecsizeted by the Central Bank.

Commencing in January 2010, all banks must inclodbe calculation of expected loss and reserveléea percentage of off-balance sheet
contingent loans, including, among other thingglrawn lines of credit unused credit card linesndthy letters of credit and other operations.
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In September 2010, the Superintendent of Bankd=arahcial Institutions issued regulations to proteank customers by instituting a stricter
standard of care when banks execute delivery ictstns, forbidding unilateral amendments to corig@e suspension of accounts and regulating
products tied to mortgage agreements, such asainser In addition, the April 2011 Supreme Decree N612 of the Ministry of Finance, effective on
October 24, 2011, will regulate the “universal levyd agreement (tontratos de crédito universgl on mortgages, credit cards and consumer loans se
forth in the Third Capital Markets reform bill, &gther described below.

New categories have been established for the ratidgexpected loss calculation of performing arzsandard commercial loans. As of
January 2011, banks must use the models develgpttISBIF to determine the probability of defaalkher than internal models for performing
commercial loans, which had been used since 200theAsame time, loss given default estimatestesitiporarily not be permitted and banks must only
use liquid collateral in the calculation of expettesses. It is expected that the Chilean finarsyiatem will adopt Basel 1l (as defined below) 013, at
which time banks will be allowed to return to thigiternal models to determine probabilities of déféor performing commercial loans and to use loss
given default estimates.

Deposit Insurance

The General Banking Act provides for a governmeratrgntee of up to 90% of the aggregate amountrtdingime deposits, savings accounts
and non-bearer securities issued by banks helddiyiduals. This guarantee is limited to UF 108p@ximately US$4,617.33 as of December 31,
2011) per person for each calendar year. In thetexfea forced liquidation of a bank, the CentrahR will provide liquidity up to 100% of the amount
of (i) deposits in current accounts and other siffitosits it may have received, and (ii) sightgdtions it may have assumed.

Demand deposits and time deposits are subjectasesve requirement determined by the Central Bawkcalculated on a monthly basis. A
June 30, 2012, the reserve requirement amount@thtfor demand deposits and 3.6% for time deposiith (maturity from one day to one year). In
2003, due to the free trade agreement executedtngtbnited States, foreign currency reserve reguénts were made equivalent to local currency
reserve requirements. In order to implement mowgetielicy, the Central Bank has statutory authatityncrease these percentages to up to 40% for
demand deposits and up to 20% for time deposits.

In addition, a 100% technical reserve requiremeptias to demand deposits and deposits in che@dngunts and certain other accounts that
pay obligations on demand to the extent that tioéél amount exceeds 2.5 times the net worth ob#re.

Minimum Capital; Capital Adequacy Requirements

The General Banking Act stipulates that banks mestt a minimum paid-in capital and reserves requérg equal to UF 800,000
(approximately US$34.2 million as of December 311 D).

A minimum of 50% of the capital shall be duly paitthe moment of the constitution of a bank (ahatmoment of receiving the authorization
to start operations, in case of a branch of agoréank). There is no legal term to pay the remagimiapital. However, until the bank reaches theired
minimum capital, its effective net worth shall beeless than 12% of its risk weighted assets. Trapgrtion will be 10% when the bank reaches a
shareholder’s equity of UF 600,000 (approximate§$35.7 million as of December 31, 2011).

The General Banking Act also provides that thetehpind reserves of a bank net of investmentslisidiaries (the “net capital baseannot b
less than 3% of total assets net of provisions,i@rffective net worth” cannot be less than 8f4t®risk-weighted assets. The “effective net wbdis
defined as net capital base plus subordinateds#sthtrities (up to 50% of the net capital base) pblsntary provisions up to 1.25% of its risk-wetgth
assets. As of December 31, 2011, all Chilean bar&sChile’s legal capital adequacy guidelines.
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Additionally, The General Banking Act put into eftea modified version of the capital adequacy dlings issued by the Basel Committee on
Banking Regulation and Supervisory Practices (“BH¥eThe principal change that Chile has madéhi “Basel Capital Adequacy Guidelines” has
been to assign relatively greater weight to mortgagns.

On June 2004, the Basel Committee on Banking Sigienvpublished the “International Convergence apital Measurement and Capital
Standards” (“Basel 11"). To adopt Basel Il prinaisl SBIF defined three complementary, integratednamtually reinforcing “pillars.” They seek to
measure, manage and supervise bank risk and tdisstadequate safeguards. These pillars are, tegrihe following: (i) Minimum Capital
Requirement, which updates Basel | and extends its scope,tofgyvoonsiderable attention to credit risk and,tfo first time, defining and including
operational risk; (ii)Supervisory Review Proceswhich refers mainly to the supervision of capi#tdequacy and aims to ensure that a bank’s regylato
capital is consistent with their actual capitald i) Market Discipline, which highlights the significance of financiahirsparency to complement the
role of supervisory institutions in monitoring basddvency.

In January 2005, the SBIF published a roadmap ¢jn&éor transition to Basel Il, including a progdso increase the minimum regulatory
capital ratio from the current 8% to 10%, which sldoconclude in an amendment of the General Bankittghat would allow its full adoption. It is
expected that full adoption of Basel Il will ocdnr2013.

Consistent with the above, in March 2006, the mdaagdering and financing of terrorism rules weplaced, in accordance with the “basic
principles for effective banking supervision” andhbwledge of banks customers” of Basel I, as wsltonsidering the relevant provisions of Law
No. 19,913, which created the Financial AnalysistUrhe legal and administrative changes neededitpt Basel Il are part of the Bicentennial Cay
Markets Agenda (SeeMonetary and Financial System - Capital Marketdie Bicentennial Capital Markets Agentja

In November 2007, SBIF, together with other Chileaperintendencies and regulatory bodies, agreagtan of convergence with
International Financial Reporting Standards, or3f-R order to internationalize financial reportiiog public companies in Chile. Pursuant to the [SBI
Compendium of Accounting Standard8gmpendio de Normas Contableshe Compendium), effective January 1, 2009, Chilesnks were required
to adopt new accounting standards, which are mamsistent with International Accounting Standaidsall matters not provided for in the
Compendium which are not contrary to the instrutgiof the SBIF, banks shall apply the technicaidaads, or the Technical Standards, adopted by the
Chilean Accounting Associationdolegio de Contadores de Chile A)awhich are in turn generally consistent with thiernational accounting and
financial information standards adopted by therlm&onal Accounting Standards Board, or IASBhEre are inconsistencies between the Technical
Standards and the Compendium, the latter controls.

Recent Developments in Banking Regulation
Capital Adequacy Requirements

In line with the future adoption of Basel Il regtitans in Chile, in 2010 the SBIF announced a prapts increase the minimum regulatory caj
ratio from the current 8% to 10%. This change resgian amendment to the General Banking Law by f@ssg

Universal Credits
Banks, insurance companies, retailers and othanéial institutions are now required to inform thmistomers of the all-in costs of the financial

services on standardized terms allowing their custs to compare the cost of the products offerethém.
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Consumer Protection

In December 2011 the Consumer Protection Act wasnaled to include provisions applicable to finans&lvices and products. According to this
amendment, bank agreements with consumers fordiabservices or products must, among other remergs, (1) provide a detailed breakdown of all
the charges, fees, costs and tariffs that formgfatie price, including those which are indiregibrt of the price, or that are associated witkeoth
products simultaneously contracted; (2) expresslyide the terms related to early termination @f #yreement by the bank, a reasonable cure period
and the method by which a consumer will receivéceadf such early termination; and (3) allow forlgaermination of the agreement in the sole and
absolute discretion of the customer, provided thatcustomer has paid all obligations in full, irdihg any cost for the early termination.

In addition, consumers are entitled to (1) recéifermation about the total cost of the producservice; (2) receive an explanation for why they
have been rejected, if applicable; (3) know thesotiyes requirements for access to a particulanfifal product. The impact of the Consumer Pratec
Act is not yet known.

Bankruptcy

In May 2012, a bill to reform Chilean bankruptcyldancluding the process of corporate reorganizatinod the insolvency regime, was propc
in Congress. The bill, recently approved by theaBenseeks to provide new tools for the compaihiasface economic difficulties in the interest of
avoiding bankruptcy. In cases when bankruptcyesitable, it creates new mechanism to acceleratéighidation process. The bill also creates aisp
procedure for individuals to renegotiate debts. Bilevould reinforce the role of thBuperintendencia de Quiebrasd assign it new responsibilities as
well.

Also, in August 2012, the government signed atbifprotect employment rights in case of bankrupfayong the most important provisions of
the bill, it grants a preferential payment of indgfication to workers whose company goes bankraptaso establishes obligatory payment of mate
leave subsidies.

Capital Markets
General

Over the last 30 years, the Chilean capital markat® grown in liquidity, market capitalization attdough the emergence of new instruments
and counterparties, such as institutional invesfine regulatory environment of the capital marlket€hile is comprehensive and sophisticated. It
requires the delivery of detailed information bytagn market participants, allows for a broad améjnvestment options, and includes a detailedet
regulations for the use of derivatives, futuregjays, forwards and swaps in limiting foreign intraent risks associated with variations in intesest
exchange rates.

Capital Markets Reforms

Laws and regulations on capital markets are suljectntinuous adjustments in order to be updatedarket needs and international standi
During the last decade, three major legal reformsetheen passed seeking to modernize the capitkéteand a third is pending before Congress,
which has been partially implemented through adstriative reforms.

First Capital Markets Reform

In 2000, a major reform of the corporate and séiesrlaws became effective, providing comprehensegeilation of tender offers and corpor
governance. This legislation set forth new rulegmrding the necessary information that needs @iven to the public and, in general, aims to protiee
interests of minority shareholders. It also incldd®portant amendments to the Corporations Actndigg corporate governance, related party
transactions, voting rights for mutual funds, ehiation of restrictions on control rights for prefat shares and the creation of audit committees.

For tender offers, this legislation provides thajonity shareholders of publicly traded corporasionust share with minority or outside
shareholders the benefits of a change of contyolefuiring that relevant share acquisitions be erfagrsuant to strictly regulated tender offer
procedures. However, controlling shareholders megly sell their shares in some circumstances,tenhe sale price of their shares is not
substantially above market price, that is, no ntbam 10% to 15% above market price (currently 18%set by the SVS).
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As of 2001, foreign portfolio investors, includingutual funds and pension funds, are exempt frontadagains tax on the sale of highly traded
equity and bonds made on authorized stock exchanges

Based on other changes to tax regulations in 2004ign investors in Chile no longer need to ob&i@hilean taxpayer identification numbe

Rol Unico Tributario— RUT) to appoint and register a legal represeveiati Chile, and to use accounting practices aigadrby the Chilean tax
authorities.

In addition, in 2001, the Chilean government apprba series of measures aimed at increasing ltguidihe capital markets, promoting
savings and facilitating the financing of new inwesnt projects through both tax incentives andtintgtnal and regulatory reforms.

Accordingly, the 15% capital gains tax for highlgded equity was eliminated as well as the tasiart-sale of equity and bonds. The
withholding tax on interest paid to non-residertites for Chilean currency-denominated bank degasiChile and local currency-denominated bonds
was reduced from 35% to 4% and the tax on crosgebdranking intermediation was eliminated. The gaties of “general fund manager” and
“qualified investor” were introduced into the regtdry scheme. Additionally, a system of voluntarg-pax contributions to individual pension fund$ (o
amounts up to UF 50, or approximately US$2,138ypar as of December 31, 2011) was establishedyastuek exchange segment was organized for
emerging companies with significant growth potdntiad the insurance and mutual fund industriesevaderegulated.

Second Capital Markets Reform

In June 2007, the Second Capital Markets Reformemasted, which had as its main objectives to pteraocess to funding, strengthen the
stock exchange market, increase the reliabilitthefcapital markets and develop the venture capidaistry.

The main features of this law include:

. Incentives for the Development and Financing oftMenCapital IndustryThis law established the following: (i) a tax exdiop for
capital gains made on the sale of shares in vegap#al corporations; (ii) the authorization foor® to invest in venture capital funds;
(iii) the authorization for banks to invest, thréugubsidiaries, up to 1% of their assets in ventaggtal; (iv) the creation of a new
corporate structure for venture capital investméknewn as “sociedad por accionesdr “SpA”) that has the flexibility of a limited
company but a capital structure similar to corgoret; (v) a new special pledge law, which unified xpanded the range of assets
capable of being pledged, and created a centradimdclectronic pledge register, which will bednce once the corresponding
administrative regulation is enacted; and (vi) éeension of the validity of certain tax benefits éight additional year:

. Reliability in Financial Market:. This law established the following: (i) a newelitsing procedure for banks, AFPs and life insurance
companies, setting a catalogue of specific reqergmto be met by the respective founder sharelmI¢g legal assistance to the SVS,
SBIF and the SP in case of legal actions filedregjdhem that are derived from the exercise of tthgiies; (iii) measures related to the
deposit and custody of securities of institutionakstors, seeking to strengthen the safety ohfifed transactions, such as the enlarger
of the type of securities that can be held in algia the Central Securities DeposDépdsito Central de Valorgs (iv) a fostering of
issuances of dematerialized instruments; (v) tiodipition of seizing securities held through intediaries due to debts incurred by the
respective intermediaries; (vi) measures aimedrangthening the SVS prerogatives in case a sugghantity is financially weak; (vii) ¢
a measure for facilitating and improving coordinatamong industry regulators, and pursuant to thike@n Data Protection Law, the
SBIF, SVS and SP are legally allowed to share dentfiial information, except information protectgddank secrecy
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. Development of Financial MarkefThis law introduced amendments in the following texat (i) Banks. Redefined the concept of
“technical reserves”, in accordance with the Bélsslandards and the concept of “sight depositrider to increase competition in the
short-term loans market; (iilnsurance. Empowered the SVS to authorize the issuance lafig® in pesos (nominal or par value); (iii)
Collateral Agent (Agente de Garantiad€}stablished this figure in order to facilitate #tdministration of collateral guarantees granted t
creditors in a financial operation, such as syréditdoan facilities; (iv)Securitizations Established a stamp tax exemption proportional to
the duty paid for the underlying assets, as a measyromote securitization; (Wredit Subordination Allowed subordination of the
non-preferential credits, both contractual andateiial, facilitating access to financial market) (Derivatives Netting Allowed netting ir
derivative instruments, which creates a singlellegfgation covering all included individual coatts, in the event of bankruptcy of a
company or of an institutional investor, or a banidrced liquidation, provided the derivatives ant¢ered into under a master agreement
recognized and regulated by the Central Bank. Undeent regulations, netting may be suspendeéiitain preliquidation circumstance
affecting banks; (viiModernization of the Offshore Stock Exchang#owed the registration of foreign securitiesGhile without
sponsorship of the issuer; (vilExpansion of Investment Limits for Insurance CongxarModified certain investment limits and
authorized the SVS to expand or exclude certaiastment limits by means of a general applicable; iiX) Clauses of Class Actions
Enabled collective action clauses in bond issugrigg¥oluntary Pension Savings Tax Exempti@enefited voluntary pension savings
(‘ahorro previsional voluntario APV) through an aggregate value tax exemption twveadministration fee; (xiJax Benefit for the
Reinvestment in Mutual Fun. Deferred the payment of capital gain tax, gemerat the redemption of mutual funds participatiaghthe
recovery money is reinvested in another mutual f

Third Capital Markets Reform

A third agenda of reforms was proposed by the @hikeuthorities in order to further enhance Chit®mpetitiveness. In August 2008, the
Minister of Finance announced a transformation dgeromprising bills, administrative measures andliptprivate coordination initiatives aimed at
increasing Chile’s capital markets competitivenéss)sforming Chile into a financial services expoand opening access channels for smaller
businesses. The proposal is intended to furthgedhie capital markets by achieving three goadlsréating a more internationally integrated market
ensuring the full integration with global marke(i§); providing a deeper and more liquid market, amaging the entry of new issuers and investors,
generating better information and increasing thepbuof financial instruments; and (iii) creatingvéder market, with better access for medium-sized
and smaller companies.

By the end of 2008 almost every administrative raeasf the agenda had been implemented and the&guilate capital markets dialogue |
been initiated. The Capital Markets Consulting Bioareated in September 2008, was composed ofgsiofeals and experts from the private sector
interested in contributing to the innovating efforthe financial area, as announced by the goveminThe Board’s objective was to design reform
proposals, identify legal or regulatory aspectsiirdgg improvements, and evaluate regulatory chanigéhe financial area. The Board first focused on
how to improve companies’ access to the financelkats, especially for medium-sized and smallergamies, and presented its findings in a report to
the Minister of Finance on March 24, 2009.

In September 2009, the government presented thrd Traipital Markets Reform bill to Congress foraggproval. The bill was passed on June 1,
2010 and was enacted as Law No. 20,448 in Augukd.20

The main features of the recently approved lawide!

. Improvements on liquidity and depth of financialrkeds. The law includes measures to improve liquidity deg@th of mutual funds,
investment funds and exchar-traded funds (ETFs

«  Widening of financial market#. encourages securitization vehicles by allowihglsregistration for securitized bonds. It alstaxes the
formal requirements applicable to local and foreignture capital investment func
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. Incentives to international financial integratic. The law authorizes foreign securities to be denatad or traded in Chile in pesos
(currently this is only possible in foreign currées). The new set of rules also extends the tyseotrities that benefit from capital gains
tax exemptions for foreign investors and propodiesirating the limits to hiring foreign workers fdinancial services companie

. Improving competition in the financial marke.. Supreme Decree No. 1,512 of the Ministry of Foerdated April 2011 and effective on
October 24, 2011, improves competition by creatireghanisms to enhance the ability of financial comsrs to understand credit
products, compare those products and make weliritdd decisions by establishing standardized “usaidending” agreements (“
contratos de crédito universgl on mortgages, credit cards and consumer loahs.“Giniversal lending” rules aim to provide all thasic
information on costs and conditions of a loan wlii@te comparison of financial costs by the boreos.

Other legal improvements to financial markets

The Pension Reform Law, passed in 2008, signifigantitanged the investment regime of pension futids|argest Chilean institutional
investors. The law also loosened the restrictiangeesting in derivatives and high-yield instrurteehy allowing pension funds to invest in derivatv
other than for covering financial risks, and togawin non-investment grade securities. The law algiges pension fund administrators to adopt
investment policies and introduced improvementateel to corporate governance. Finally, it relaxedlimits on foreign investments by pension funds.

The securities clearing and settlement law, pags2809, created a legal framework for a post-taatienal settlement infrastructure based on
the best international practices, which complenptevious actions taken by the Chilean CentrakBhat modernized the real time payment systems.

Various laws and administrative measures enactédnaplemented in 2006 (“Chile Competes” progran®Q2 (“Chile Invests”), 2008 (“Pro
Credit Initiative”) and 2009 (fiscal stimulus pland complementary measures), all of which introduogrovements and incentives to the financial
markets with the aim of promoting access to cred#ll persons and companies especially medium-sarall-sized.

Improvements to Corporate Governance Regulations
In January 2010, Law No. 20,382, also known as@uweporate Governance Law,” came into force. This beeks to improve corporate
governance rules and introduces amendments toeitiriS8es Market Act and to the Corporations Actorder to develop higher standards for corporate
governance and increase corporate efficiency. Kamele, the law enhances the roles of auditing cittees and independent directors, imposes stricter
rules on related party transactions and expandgapfe disclosure requirements.
The Bicentennial Capital Markets Agenda.
In May 2010, the government announced a new capitaikets reform entitled “Bicentennial Capital Metk Agenda” (“Agenda de Mercac
de Capitales Bicentenarit), which the government intends to implement througtious legislative initiatives and administratiwfarms. The agen:
seeks to further enhance the international integrabf Chile’s financial market, create a regulatory framewonkt tfosters innovation a
entrepreneurship, continue the adoption of the ioéstnational practices on competition, supervisamd transparency, increase the depth and lig
of the financial system and widen its access tolie main features of this new agenda include:
. the regulation and reform of the tax treatmenteffixed-income, derivatives and the administratbfunds;

. the creation of a national financial consumer agea@rotect customers of financial services;
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. legislative measures to reduce cyclical variatiornthe credit supply and render the system morersesolvent and liquid;

. incentives to encourage transparency and propee formation by allowing the integration of locaébak exchanges with others in Le
America, increasing price information in the fomreigxchange market, certificating financial professis and limiting use of market-
sensitive information

. strengthening the governance of the SVS and incrgdéise autonomy of the SBIF;
. reform the Bankruptcy Law;

. improve access of individuals and small- and medsize business to the capital markets, increase penktration, reduce the cc
associated with initial public offerings and creagv incentives for innovation and venture capaab]

. develop new markets and financial products thatltés lower-cost financing alternatives.

Implementation of this agenda is underway. Seviesat have already passed, including those covdiirmcial system competition, the
treatment of derivatives and the creation of theaRcial Consumer Agency. Several administrative smess, such as the creation of the Fina
Stability Council, were also adopted. Some billdanf remain under discussion in Congress, suchaditls on administration of funds, supervisiol
insurance companies and reform of the Bankruptaey.La

Financial Stability Council

Ministry of Finance Decree No. 953 of 2011 creatdenancial Stability Council. This council is cted by the Minister of Finance and also
comprises the Superintendent of Securities anddnse, the Superintendent of Banks and Financitinions and the Superintendent of Pensions. The
President of the Central Bank also attends theimg=tThe main purpose of the Financial Stabilibu@cil is to facilitate the exchange of information
among its members, facilitate the oversight offthancial market as a whole, determine what infdfamaits members should require from the economic
agent subject to their authority and propose amddinate regulatory improvements related to finahsiability. In the event of periods of economic
stress, the Financial Stability Council is respblesfor coordinating measures to mitigate the eff@nd propagation of these events. The Financial
Stability Council meets at least once per montkl, @so each time a meeting is called by the MipisfrFinance or three of the members.

Stock Exchanges

There are three stock exchanges operating in Gh#eSantiago Stock ExchangBdlsa de Comercio de Santiaga)n average accounting for
almost 85.9% of the total volume of stock transaxgiin 2011; the Electronic Stock Exchandgo(sa Electronica de Chilggccounts for 13.9% in 2011,
and the Valparaiso Stock Exchandgolsa de Corredores de Valparaismcounts for 0.2% in 2011. Profits from tradingreisaof stock on these
exchanges represent their main source of reversief Recember 31, 2011, the Santiago Stock Exchaade®29 companies listed, and total market
capitalization was US$269.2 billion.
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The table below summarizes recent value and pedocenindicators for the Santiago Stock Exchange:
Indicators for the Santiago Stock Exchange
Market Annual

Capitalization  Trading Volume
(in billions of (in billions of

As of December 31 US$) US$) IGPA IPSA

2007 213.¢ 45.¢€ 14,076.2! 3,051.8:
2008 134.] 36.¢ 11,324.0 2,376.4.
2009 231.1 37.1 16,630.9 3,581.4.
2010 341.2 55.1 22,979.2. 4,927.5:
2011 269.2 56.4 20,129.8i 4,177.5:

Source:Santiago Stock Exchange.
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The following table sets forth a summary of cordatied trading volume on the Santiago, Electronét\dalparaiso Stock Exchanges:

Consolidated Trading Volume on the Santiago, Electmic and Valparaiso
Stock Exchanges (in billions of US$)

2007 2008 2009 2010 2011

Equity 55.E 442 42.7 64.2 66.¢
Fixed income securitie 148.€ 175.C 186.2 180.: 238.1
Commercial pape 282.¢ 341.1 317.¢ 397.2 469.¢
Total 487.( 560.4 546.5 641.7 774.¢
Number of listed companie

Equities 23¢ 23t 23z 227 22¢

Bonds and other debt issut 14¢ 151 16C 162 174

Source:SVS based on information from the Santiago StoathBRrge, Electronic Stock Exchange and ValparaisckSExchange.
Institutional Investors

The principal institutional investors active in @hflisted by size of investment portfolio, in deeding order) are the pension funds, insurance
companies, mutual funds, investment funds anddareapital investment funds.

The following table sets forth the amount of assétéie various types of institutional investorgdhile for the following periods:

Total Assets of Institutional Investors (in billions of US$)

Foreign

Pension Capital

Funds Insurance Mutual Investment Investment
As of December 31 (AFPs) Companies Funds Funds ) Funds Total
2000 35.¢€ 11.€ 4.5 1.3 0.€ 54.C
2001 354 11.€ 4.8 1.3 0.€ 53.¢
2002 35.¢ 12.: 6.3 1.3 04 56.1
2003 49.2 16.7 8.3 1.¢ 0.7 76.€
2004 60.t 19.¢€ 11.¢ 24 0.8 95.t
2005 74.5 23.€ 13.€ 2.8 0.8 115.¢
2006 88.2 25.2 17.7 4.C 04 135.¢
2007 111.: 30.¢ 24.t 6.7 0.3 173.t
2008 74.5 27.¢ 17.€ 4.4 0.2 124.¢
2009 118.1 35.¢ 34.c 6.4 04 195.C
2010 148.¢ 42.4 38.2 985 0.t 239.1
2011 135.C 41.5 33. 8.7 0.3 218.¢

(1) Includes international investment fun
Source: SVS, SP.

Pension Funds and the Chilean Pension System

Chile began a comprehensive reform of its socieligsy system in the early 1980s through the adwptif the Private Pensions Funds Act that
eliminated many of the problems associated withfdhmer social security system. The Private Perskumds Act replaced the old social security
system by a privately administered system of irtliei pension plans. Under the pension system puslyion place, contributions from current workers
had been used to fund the pension payments ofrtuetrees, although there was a limited corretabietween the amount contributed and the amount
received by each worker upon retirement.
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The current pension system is based on individedlgccounts with fully funded and portable bene8iace its inception, through December
31, 2011, it has averaged real annual returns®@aghets under management of 8.8%, nearly twicgrtveth rate of GDP. In addition, as of
December 31, 2011, the pension funds had aggrefintettial assets equaling approximately US$138lio.

The pension system creates individual savings atspwhere employees are mandated to save 10%eof month’s salary for retirement,
which is deductible from their taxable income. td#ion, employees are free to add additional visilpnsavings into the system in what is known a&s th
“Second Account.” These funds are managed by osewdral private sector pension fund administrg&Fs), who use long-term growth investment
strategies. All AFPs are subject to extensive amdicuous regulatory review by the SP, the maiwlagr, and the Central Bank. In addition, AFP4 tha
are listed on a stock exchange are regulated bg#&

Employees are free to choose which AFP will marthge funds and may switch if they are dissatisfiéth the performance of their
investments. In 1984, the last year in which waskauld elect not to participate in the new systapproximately 19% of the individuals who
participated in the old system, principally oldesrkers near retirement, elected to stay in thesgtdem. Over the years, more workers have contitw
be incorporated into the AFP system and as of Dbeei®l, 2011, there were 8.96 million total empbs/a the system, although only 5.00 million of
these employees contributed to their individualirsgs account. As of October 31, 2011, there wethg 82,795 non-retired individuals contributing to
the traditional social security system.

Workers who participated in the traditional societurity system and shifted to the new systemveddrom the government an interest-
earning past-service pension reform bond, knowhBano de Reconocimientpreflecting an estimate of the value of theirnpeogis contributions into
the old system. This bond is indexed to the CF,&d4% real annual interest rate and is held byAg for the benefit of the worker. It is held segialy
from the amounts held in an individual's savingsamt. This pension reform bond becomes payabdetive individuals savings account at the time
individual reaches the age of eligibility for retinent, or upon the individual’s death or disabil&nce 2004, the government classifies these atidigs
as a “payments of non-financial liabilities.”

The following table sets forth the government’stastimate of Chiles traditional social security program as a peragt# GDP (including th
separate pension systems of the armed forces dicé pgepartment):

Expenditures of the Social Security System
(as a % of GDP)

Pas-service pensior Government expense fo
reform bonds traditional pensions Total
1999 0.81 4.4¢ 5.2¢
2000 0.7¢ 4.5C 5.2¢
2001 0.7z 4.4¢ 5.2C
2002 0.6¢ 4.4C 5.0¢
2003 0.5¢ 4.07 4.6€
2004 0.5C 3.6 4.14
2005 0.4z 3.3€ 3.7¢
2006 0.3t 3.0¢ 3.3¢
2007 0.3z 2.9¢ 3.2¢
2008 0.27 3.2E 3.52
2009 0.2¢ 3.5¢ 3.84
2010 0.22 3.34 3.5€
2011 0.1¢ 3.24 3.4:

SourceBudget Office.

81




Pension funds must meet a required minimum level\@stment return, which is tied to the averagégomance of all funds in the pension
system. In the event that the fund managed by & falfs to achieve this minimum return, the AFPeiquired to cover the difference. The Private
Pensions Funds Act requires that each AFP maiataapital reserve fund equal to one percent oféihge of its pension funds. The purpose of thisglfun
is to provide a reserve to be used in the eventhiesperformance of an individual pension fundpdrbelow a minimum level. If a deficit is not cogdr
or if reserves are not replenished, the AFP willipagidated by the SP and the government will gngge the minimum level of investment return. The
government will then transfer the accounts to amo#FP. Historically, the required minimum retunm foind investments has led to the various AFPs
having similar pension fund portfolios.

The government also guarantees modest minimumggdidie and disability pensions for individuals evhave made contributions for a certain
minimum number of years regardless of the leveanftributions actually made into the individual&/gg account at an AFP. In case of bankruptcy of
an AFP, the government guarantees certain limigddlities of that pension fund. The governmernitable for 100% of this obligation up to the amount
of the legal minimum pension and for 75% of thegiens above the minimum and up to UF 45 per maagpiproximately US$1,924 as of December 31,
2011).

In 2002, a multifund plan for the AFPs was implemented. This sysaéows each affiliate to choose among five différeunds (compared wi
two alternatives under the old model). Each ofehfesds has a different risk-return profile, deterd by the percentage of its assets that can be
invested in either variable or fixed income sedéesit Additionally, the multi-fund plan liberalizesrtain investment limits applicable to pensiondsin

Since 2002, tax incentives have been implementedtourage voluntary savings in the pension sysiémse incentives allow workers to
deduct from their taxable wage base certain volyrgantributions invested in mutual funds, investineinds and insurance plans authorized by the
SVS, which are managed by different entities sichanks and life insurance companies, enlargingsimvent alternatives for affiliates.

Workers may withdraw some or all of their accumesdvoluntary savings before retiring, in which cs=net amount withdrawn is added to
the income of the relevant tax cycle for the puepofestimating income tax.

In 2008, an amendment to the Private Pension FAntwas enacted establishing, among other thimgsfdllowing benefits:

. Basic Solidarity Pensio: Its main purpose is to benefit those beneficgavitao have not accumulated a sufficient amountiodl§ for theil
retirement. As of the implementation of the refotraneficiaries are entitled to a Basic Solidarign$ion in the amount of Ps.60,000
(approximately US$115 as of December 31, 2011)¢ckvhias increased to Ps.75,000 (approximately US$%$4f December 31, 2011)
following the one year anniversary of its effectiess. For those beneficiaries with previously sduads in their accounts, the reform
contemplates a Solidarity Pension Contributiorgwvaithg them to increase their retirement pensiore $hlidarity Pension will continue to
be gradually expanded through 2012, until it wéhkefit all contributors who earn less than Ps.$285 (approximately US$489 as of
December 31, 2011). It is expected that this satigaystem will cover 1.5 million people by theceaf 2012.

To effect these reforms, the amendment to the frivansion Funds Act created the Social Securdtijtine, which will be charged with,
among others matters, the implementation of theclsadidarity pensions.

. Benefits to Wome: Women, who are among the poorest 60% of the pdipual, will receive a bond per new born child, eglént to 1.8
times the minimum salary (Ps.347,400 in July 1,2@pproximately US$682 as of July 1, 2012), whidlhbe deposited in their pension

saving accounts one month following the benefics 65™ birthday.

. Benefits to Young Worke: Workers aged 18 to 35 with an income lower tha&ntimes the minimum salary (Ps.289,500 in July201
approximately US$568 as of July 1, 2012) will reecd subsidy, equivalent to 10% of the minimumrgalapproximately US$38 as of
July 1, 2012), for their first 24 contributions. I[Haf this subsidy is capitalized in their individupension accounts and the remainder is
provided as an employment subsi
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. Benefits to Independent Worke: Persons working independently will have accegbedSolidarity Pension System and other benefits
contained in the reform under the same conditiethase people employed pursuant to a labor cantiéb similar duties and
prerogatives. Currently, the participation of indegent workers is voluntary. Their compulsory mépttion began being gradually pha
in on January 1, 2012. By January 1, 2015 and dftere the participation of independent workerd bl mandatory

In addition, the 2008 reform intends to (i) incredlse competition in the AFP industry and to desedie costs of the system (mainly by
mandating that new beneficiaries will be assigrfiedup to 24 months, to the AFP that offers thedstvcommission in a competitive tender process),
(i) assure greater pension fund profitability @xding the limits of AFP investment in Chile andadul), and (iii) foster voluntary saving (allowing
employees to arrange supplementary savings agreéemih their employers, in order to save largepants).

Pension funds are the largest institutional inuvssito the Chilean market. The volume of resourtmsifig into pension funds has grown
steadily over time. In 1981 (the first year theteys operated), pension funds’ assets totaled US88Iibn, while as of December 31, 2011, these &sse
totaled US$135.0 billion.

Insurance Companies and the Chilean Insurance Syste

The Insurance Companies Act of 1979 introducecdméwork for the regulation of insurance companiég basic principles included market
determination of rates and commissions, equal adoef®reign insurance companies, rules for commmgneserve funds and minimum capital and
solvency criteria. Chilean law prescribes thatilifeurance companies can have liabilities equalreaximum amount of 15 times their capital and
reserves, while non-life insurance companies anédd to five times the amount of their capital aagerves.

Under the Insurance Companies Act, any persontdy effering insurance, either directly or indit8g is first required to obtain authorization
from the SVS. Neither individuals nor legal enstimay enter into insurance contracts in Chile aithinsurer not licensed to operate in Chile.

As of December 31, 2011, there were 27 insuranogeaies operating in non-life insurance and 30 anigs in the life insurance sector.

The Chilean insurance market is open to foreigestors, who are required to establish a Chileaporation and operate it with a minimum
equity capital of UF 90,000 (approximately US$3.lion as of December 31, 2011).

Insurance companies are Chile’s second largestutighal investors, based on total volume of ess&s of December 31, 2011, the combined
value of the portfolios of insurance companies dtabUS$41.5 billion.

Mutual and Investment Funds
Mutual Funds
Mutual funds were created in Chile in the 1960<iflegal framework was comprehensively reformed9@6. The Chilean mutual fund
system faced serious difficulties during the finiahcrisis of 1983. However, since the early 1990stual funds have had a sustained development,
increasing the investment alternatives in the ntarke
In 2001, legal initiatives intended to dereguldte mutual fund industry were introduced, providihg funds with more flexibility in their
investment policy, and at the same time imposigiéi standards of transparency and disclosure.iAl2001, General Funds Managers

( Administradoras Generales de Fondosere introduced, allowing mutual funds, investtfeimds and housing funds to be organized undeligue
managing structure, permitting them to take adwgte# economies of scale in the administratioruofif.
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Currently, there are eight types of mutual funddegorized by the types and maturities of secsritiey are permitted to invest. By the end of
2011, 486 mutual funds were chartered in Chilehwdllective portfolios totaling approximately US%3 billion.

Investment Funds
Investment funds have been regulated since thg £88l0s by Law No. 18,815, which established thmelfilegal structure. By the end of 20:
a total of 78 investment funds, excluding privateeistment funds, which are not subject to regismatvere operating in Chile. As of December 31,
2011, total assets of these funds equaled US$lighbdistributed principally among real estatgéstment funds, venture capital investment funds,
securities investment funds and international itmesit funds.
Like mutual funds, the General Funds Manager strecapproved as part of the capital markets refoositively affected investment funds.
Foreign Capital Investment Funds (Fices) and Forgignvestment Venture Capital Funds (Ficers)
Fices are pools of assets funded by investorsdmiBhilean territory for the purpose of investingublicly traded securities in Chile, and
managed by a Chilean corporation on behalf of,atrtbe risk of, the contributors. Ficers allow isters outside Chile to make venture capital
investments in Chile. The capital contributed maylve remitted abroad for five years after itsiaientry into Chile.

Fices principally invest their resources in corpershares, which, at December 31, 2011, repres@8t&dbo of the total investments of the nine
operating funds, which had combined assets of appadely US$320 million.

Since 2001, Fices and Ficers have been exemptdamital gains tax on the sale of highly traded soaind bonds that trade on authorized s
exchanges in Chile, provided that the holders afahin the respective funds are non-residenthié C

In June 2007, the Second Capital Market Reform a@®@ethe original ruling that authorized the creatid Foreign Capital Investment Funds,
entitling General Funds Managers to appoint exteyeesonnel for fund administration or other spiedifoperations.
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PUBLIC SECTOR FINANCES
General

The government believes that its economic policyplayed an important role in maintaining macroecoic stability without sacrificing its
commitment to reduce poverty and to create equal@uic opportunities for low-income families.

The main features of Chile’s fiscal policy are thkowing:

« A countercyclical policy based on a Structural BakaFiscal Rule; and

« Anincrease of central government debt from 3.9%DP as of December 31, 2007 to 11.2% of GDP aebéer 31, 2011, together w
relatively stable public investment (with a slightrease from 2.1% of GDP in 2007 to 2.2% of GDR0d1).

While maintaining macroeconomic stability, the gawaent has remained committed to improvements éraswelfare. Accordingly, the
largest category of central government expenditasebeen social expenditure, which accounted f@%®f central government budget expenditures in
2011, representing 14.4% of GDP. Furthermore, thegqment actively finances long-term social seégugromotion and assistance programs to
alleviate social problems.

Public Sector Accounts and Fiscal Statistics
Public Sector Accounts

Chile’s public sector accounts reflect the reveraras expenditures of the central government. Ghpeblic sector debt consists of all debt
incurred by the central government. Separate a¢s@urr kept for municipalities, non-financial petdiector institutions, including state-owned
enterprises, and Banco Estado. Capital gains fravatizations, if any, are included in the capi@enues in the presentation of Chile’s public@ect
accounts. However, revenues from privatizationsatencluded in the budget.

Public sector accounts do not include the Centaalk® accounts. The Central Bank runs deficitsuoplsises principally due to currency
mismatching. In 2011, the Central Bank reportedia of US$2.3 billion, compared with a loss of US$Billion recorded in 2010, mainly due to
exchange rate fluctuations. As a result, in 2044 ,Gentral Bank’s equity Patrimonio Netd) was US$(4.5) billion, whereas in 2010 it amouhte
US$(7.4) billion.

The system of local governments currently consis845 municipalities. Each municipality is a segiarentity responsible for managing its
own assets and budget but without authority to levgollect taxes or to incur its own indebtednassugh financing facilities. Municipal budgets are
funded by taxes collected on behalf of municipaditby the central government as well as by cenmainicipal fees.

Fiscal Statistics and Transparency

In recent years the government has been workimghance the transparency of fiscal accounts atidtgts. To achieve this, a set of
publications and studies regarding the budget pawslic finance, public finance management and @nogr of modernization of the public management
are prepared and published by the Budget Offic@0BR, the Ministry of Finances defined a new frauoik for the distribution of these documents,
based on the Report on the Observance of Standadd€odes (ROSC) on fiscal transparency releasédebgiF. This framework was applied for the
first time in 2003, and since then, its implemeptahas used new and more reliable information rawing the frequency, quantity and quality of the
distributed material.
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Beginning in 2004, the government started to applyccrual-based accounting system, as opposkd tmsh-based accounting system that
was used in some fiscal accounts. The governmetitnale for this change was to move towards iatonal accounting standards. In line with these
innovations, the application of the new accountimgthod is another important step in the deliveryrarisparent public data and is part of a commitmen
that Chile made to the IMF in June 2002.

From a regulatory perspective, the government bassked its efforts in enhancing transparency tiidhg approval of several new laws,
including:

. Clear and uniform rules for the use of discretigretpenditure.

. Surveillance of the execution of the fiscal budipedugh a joint congressional committee.

« Annual evaluation of social, productivity and imstional development programs.

. Regulation of fund transfers occurring among mifgstand governmental commitments exceeding onalfiear.

. Enactment of the Fiscal Responsibility Law, whiobdrporates the recommendations on fiscal respitibs#nd transparency made by
international institutions such as the IMF, IDB @DHCD, as well as those prepared by the Chileam gmingressional committee of puk
budget.

Fiscal Policy Framework — Structural Balance PolicRule

The purpose of the current fiscal policy is to citmite to macroeconomic stability and to efficigrahd effectively manage public assets, ar
create and improve opportunities and ensure spoigtction. In order to fulfill these goals, thisligy has focused on the efficient use of publsogrce
and the transparency in their management.

Since 2001, Chilean fiscal policy has been guidethb Structural Balance Policy Rule. This ruleuiegs that government spending be based
on long-term revenues (known as structural fiseaénues). Structural fiscal revenues are deternbgadference to projected economic activity based
on capital and labor conditions and the price gfpe estimated in advance by independent econotperes. In this regard, the effect of cyclical
fluctuations in economic activity, copper priceslather similar factors are excluded. This way,ljpigpending depends on the trends in structusabi
revenues rather than on the cyclicality of thedigevenues. This helps avoid drastic adjustmenpaiblic spending in face of adverse economic &ffec
or when the government receives substantial tranysievenues.

Beginning in 2001, the rule has required a 1% sura¢ fiscal surplus. The 1% surplus target wassehdor three reasons: first, because of the
structural operating deficit and negative net wartthe Central Bank of Chile resulting from theldat of the private banking system in the 19804 an
the exchange rate policy of the 1990s; second,usecaf the existence of contingent liabilities tialg principally to state-guaranteed minimum pensio
and old age benefits; and, third, due to the eataralnerability arising from currency mismatcheslgotential limits on foreign borrowing in local
currency.

In September 2006, the Fiscal Responsibility Laamsformed the Structural Balance Policy into a ragong rule for the government. (See “
Public Sector Finance— Fiscal Responsibility LaWy.

Overall, the rule has effectively helped to:

. reduce the sovereign risk (the baseline risk fergtivate sector);

. make long-term spending sustainable, decreasinguinerability of fiscal spending to abrupt changesxternal conditions;
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. provide a source of internal savings in periodstaing growth, limiting the need for foreign capita

. remove the traditionally cyclical effect of goverant spending, reducing the extent to which the @éBank needs to raise interest rates
to avoid ove-heating; anc

. add predictability and credibility to governmentipp, eliminating the potential interpretation gfending increases in recessions as
populist responses to the cyc

Consistent with the rule, and between the adopifdahe rule in 2001 and 2003, the government radarete fiscal deficits under accrual-based
accounts: 0.5% of GDP in 2001, 1.2% in 2002, aB&®0in 2003.

Due to high copper prices and above trend grovatwéen 2004-2008 the government ran substantiplusas (using 2008 prices base for
GDP): 2.1% of GDP in 2004, 4.4% in 2005, 7.3% i&07.8% in 2007, and 4.1% in 2008. In 2009 and2@1e fiscal deficit was 4.2% and 0.4% of
GDP, respectively, due to increased public expenglitesulting from the government’s economic stisydlan. In 2011 the fiscal balance was a surplus
of 1.3% of GDP, due to a increased economy actitétymporary increase of some tax rates and highmger prices.

The structural balance goal was initially set asii@lus of 1% of GDP in 2001, which was reduced.&% of GDP by the 2008 Budget, and
further reduced to 0% in 2009 to respond to théajlfinancial crisis. In 2010 the calculation meatblmgy for the structural balance rule was adjusas
described in detail below, leading to a structbedance of a deficit of 2.0% of GDP for 2010, usk@3 prices as a base for GDP. For 2011, the
structural balance was a deficit of 1.1% of GDP #nedcurrent goal for 2012 is a deficit of 1.1%ings2008 prices as a base for GDP. The government
also targets a deficit of 1% of GDP for 2014.

New Methodology for Structural Balance Policy Rule

During the second half of 2010 a special committas appointed to evaluate and make suggestiortsatme the calculation methodology of
the structural balance rule. The methodology recended by the committee was adopted by the Minatiinance and served as a basis for the 2011
budget. The main adjustments introduced by themethodology consist of considering transitory tharges affecting the structural revenues of the
budget, adjusting the “other incomatcount and considering the cyclical adjustmentisterest on financial assets of the public treasur addition, the
elasticity of social security contributions for fthacare was recalculated. The change in methogalegulted in a slight reduction in the structural
balance from a surplus of 1.4% of GDP in 2006 i&d of GDP in 2007, using 2003 prices as a bas&RiP. In 2008 and 2009, the change in
methodology resulted in structural deficits of 0.8 DP and 3.0% of GDP, respectively, using 20089s as a base for GDP.

The table below sets forth the structural balamdesrin the years indicated under the old and nethaudologies:
Comparison of Structural Balance Methodology

(% of total GDP) (M)

2006 2007 2008 2009 2010
Effective balanct 7.7 8.2 4.2 (4.5) (0.4)
Structural balance (old methodolo¢® 1.1 0.5 0.C (1.2) N.A.
Structural balance (new methodolog®) 1.4 1.1 (0.9) (3.0 (2.0)

Source:Budget Office.

(1) Calculated using 2003 prices as a base for !

(2) Calculated using the 2009 structural balance caficr methoc

(3) Calculated using the new structural balance cdiculanethodology implemented in September 2
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The final report of the special committee was d&td during the first half of 2011 and its suggestiwere included in the 2012 budget, which
will have to converge to a structural deficit 0® 26 of GDP by 2014, as established by Ministry ioiaRce decree No 1,357 of 2011, which replaced and
amended the target set by the 2010 Ministry of ir@eadecree No. 637.

In July 2011 the Minister of Finance, acting oruggestion of the committee, created a Fiscal Cotmciraft a second generation of structural
rules. This group is comprised of five independetgerts with experience in fiscal and budgetingamprhe Fiscal Council’'s main goal will be to
provide expert advice for the calculation of theistural variables of the Chilean economy, addélanarket confidence and increased transparency to
the structural balance policy rule.

Fiscal Responsibility Law

The government presented a bill to Congress ineédelper 2005 to institutionalize key aspects of thecsural balance policy rule that
previously depended exclusively on administratigeisions and the will of the authority. This bépproved by Congress as the Fiscal Responsibility
Law (Law No. 20,128), came into effect in Augus080

In addition, it drew on recommendations made byanizations such as the IMF, the IADB, the World Baend the OECD as regards best
international practices on fiscal responsibilitylaransparency. In respect of the structural ba&gudicy, the most important aspects of the Fiscal
Responsibility Law are described below.

Establishment of principles of fiscal policy

Under this law, the President is obliged to essdiihe principles of the administration’s fiscalippwithin 90 days of taking office and to
expressly declare the implications this will hagethe structural fiscal balance. Ministry of Ficardecree No. 637 of 2010 set out the principles of
President Pifiera’s fiscal policy, including the lgmeachieve equilibrium in the structural balapaticy by the end of the current presidential pefiio
2014, as discussed above. The decree requiresteerngnent to follow the rule of the structural &balance despite the higher than expected expense
arising from the earthquake and tsunami reconstrugian and the 2009 global economic slowdown. elosy, 2011 Ministry of Finance decree No
1,357 replaced and amended the target set by 2@di6th of Finance decree No. 637, establishing thee current goal is to achieve the equivalera of
deficit of 1% of GDP for the structural balancetbg end of the current presidential period in 2014.

Annual calculation of structural balance
The Fiscal Responsibility Law also requires theggament to provide information about the structsialation of public finances, reflecting 1
sustainability of the fiscal policy to be implemedtand the macroeconomic and financial implicatitheir budget policy. The calculation of the
public sector structural balance has, thereforepime a mandatory part of the fiscal finances budget
Contingent liabilities
The state administration must disclose informatéibout the undertakings it has entered into thrdisglal guarantees, with the Budget Office
reporting annually on the total amount and natdithe liabilities for which a state guarantee hasrbprovided. This information is important because
these contingent liabilities are one of the factarsently considered in establishing the exactcstral balance target.
Pension Reserve Fund
The law created a Pension Reserve Furdndo de Reserva de Pensiored=RP) to cover the future increase in expenditurstate-financed
minimum pensions and old-age benefits. The FRPsseeg&pread over time the financial burden thadeHmbilities will involve for the state and, aet

same time, to clarify and explicitly incorporatésthesponsibility, which is another of the factotsrently considered in establishing the structural
balance target.
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The law established a FRP contribution equivalerthé previous year's effective fiscal surplus,haan upper limit of 0.5% of GDP and a
guaranteed minimum of 0.2% of GDP. Over the fiest years of its life, the fund cannot be drawn ygort can thereafter be used to finance up tord
of the increase in total expenditure each yearuaranteed pensions and old-age benefits. It isatg@ehat the fund will be exhausted 15 years #fier
Fiscal Responsibility Law came into force, proviglithat, as assumed, withdrawals from the funddalandar year do not exceed 5% of the expenditure
on minimum pensions and old-age benefits envisag#dte budget for that year.

The FRP was created in December 2006, with araimitintribution of US$605 million. As of June 3@12, the total amount accumulated in
this Fund was US$5.6 billion.

Economic and Social Stabilization Fund

The law authorized the government to set up an @owanand Social Stabilization Fund (FEES) to abgbebexisting Copper Income
Stabilization Funds, establishing norms for therafjen and management of this fund, contributioms ether matters. The FEES is designed mainly to
serve as a complement to the structural fiscalnoaland to provide the government with a stablanfaial horizon by ensuring that part of the fiscal
surpluses is saved to finance the budget wheroiwsta deficit. In this way, the fund will serveitsulate social spending from the swings of the
economic cycle and of the prices of copper and bagyum, while harnessing public saving to strengthe Chilean economy’s competitiveness.

The FEES was formed in March 2007, with an opebingget of US$2.58 billion, of which US$2.56 billibelonged to the Copper Income
Stabilization Funds. During 2009 withdrawals tatglup to US$9.3 billion were made in order to pdeviesources for several measures including the
Fiscal Plan (see The Economy — Recent Macroeconomic Performance”)

As of June 30, 2012, the total amount accumulatatis fund was US$14.8 billion.
Capitalization of the Central Bank

As a third use for fiscal surpluses, the law auttesr the government to capitalize the Central Basiqg for this purpose part of the previous
year’s surplus up to an annual amount equivaleft5&6 of GDP for a period of five years (until 2011& the third year after the law’s entry intoder
the Ministry of Finance must commission an econoamid financial study of the impact of this cap#ation on the Central Bank’s projected balance
sheet over a period of 20 years. This study washed in 2010. Under the law, payments to the @éBiank are determined by the government, but
cannot exceed the effective fiscal surplus thamiamonce the government has complied with itsrdmtion to the FRP. In other words, the FRP has
priority over other possible uses of the previoeans effective surplus. The remainder of the effectiugplus not used for either the FRP or to capi
the Central Bank, can be paid into the FEES. Cligations equivalent to 0.5% of GDP of each yeareneade in 2006, 2007 and 2008. Due to the 1
deficit, no contribution was made in 2009 or 2010.

Investment portfolio

The law sets out general norms as to the powetsedflinistry of Finance to invest the assets helthese new funds and other fiscal assets. In
line with the terms of the FRP, the law establisthes portfolio managers will be hired for the FE&SIf the Ministry of Finance so decides, investity
may be made directly by the Treasury Service. bfitamh, the Ministry of Finance is also empoweredhtrust management of part or all of these
resources to the Central Bank which may manage #igrar directly or, following a tender, througlirthparties. If the Ministry of Finance uses third
parties for portfolio management or for some ofdperations associated with the administratiorhe$é financial assets, it must periodically
commission independent audits of the state ofuhedd and their management by these third partiesddition, the law requires that the Ministry of
Finance publish quarterly reports about the sthtease funds.
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Similarly, the law requires the creation of a FidahCommittee to advise the Ministry of Financed®mtisions regarding the investment of
fiscal resources and the instructions it issues. Cammittee was established in 2007 with six exgpexed professionals in the fields of economics and
finances as its members.

Further information is available at the Sovereigealth Funds section of the Ministry of Finance'svpage.
Management of public sector assets and liabilities

The law contains rules designed to improve the mameent of the public sector’s assets and liakslitieluding: (i) it made permanent a norm
that had been incorporated into the budget lawroareual basis regulating operations which comingitgovernment to future payments and, therefore,
affect institutional financial responsibilities atitbse of the state as a whole; and (ii) it inteiia norm empowering the Ministry of National Rndp
to charge for the use of properties it managesderao reflect the real institutional cost of these and promote the more efficient use of state
properties. The law also includes new rules foritbmologation of information and evaluation systeha refer to investment projects.

Unemployment contingency program

The Anti-Unemployment Contingency Program is inthtb put the government in a position to addressiple problems of high
unemployment at a national, regional or local lelrepractice, the program can be activated whemnihaeconditions established by the law are met —
that is, when the national three-month rolling ager unemployment rate, measured by the Nationtistta Institute (INE), exceeds its average fa th
previous five months, or when it reaches at le@%t.1n addition, the program can be activated wthese conditions are not met but unemployment
reaches at least 10% in one or more regions oifgppovinces, in which case its resources canged in those locations of the region or provindé w
the highest unemployment rates, or when unemployneaiches at least 10% in a specific location ekengh the rate for the corresponding region or
province is less than 10%. The program was firsvaied in June 2009 and continued operating retember 2009. The direct employment programs
benefited 47,752, 64,352 and 55,522 individualsawerage, each month during 2009, 2010 and 204fiectively. The indirect employment programs
benefited 40,469, 84,760 and 58,452 individualsawarage, each month during 2009, 2010 and 20%pectively. The employment programs created
by public investment benefited 120,681, 262,204 281656 individuals, on average, each month du2B@g, 2010 and 2011, respectively.

As of June 30, 2012, the direct employment prograemefited 43,685 individuals on average each mai@f832 for the indirect employment
programs and 252,196 for the employment prograeated by public investment.

Oil Prices Stabilization Funds

In 1991, the government created the first Oil FriSéabilization Fund Fondo de Estabilizacion de Precios del PetréledOPSFI) as a
mechanism to smooth out fluctuations of internatlgrices affecting domestic consumers of oil agldted products. This first OPSFI's mechanism is
triggered whenever the parity price (provided by ititernational price average of the two previoegks) is out of the reference band (with a 12.5%
upper limit over the reference price and with 6% lower limit below of the reference price). Thugen oil prices are above or below the reference
band, the OPSFI collects taxes or provides sulssitiestabilize the mid-term trend in such prices.

In 2005, due to the rise of international oil ps@es a result of severe hurricanes, the governaneated a second fund as a temporary substitute
for the first fund for some oil products (diesealt@motive gasoline, domestic kerosene and liquifietiral gas) to stabilize internal fuel pricéfido
de Estabilizacion de Precios de los Combustiblesvados de Petrolee- OPSF 11). In order to provide more price stalailian, the second fund reduced
the reference band to 5%, among other adjustments.
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As of December 31, 2007 and 2008, the balanceeo®tRSF 1l amounted to US$17.4 million and US$430illon, respectively. This strong
growth is explained by two reasons: (i) the injectof US$500 million, among other capital injecBpto compensate for the deficit due to high dites
registered during 2007; and (ii) the tax collectifre to the abrupt fall of oil prices that occuregdhe end of 2008.

In June 2010, as prescribed by law, the funds @R were transferred to the FEES and OPFS | waiggered for kerosene only. In order to
further mitigate fluctuations of international pilices affecting domestic consumers of oil andteelgproducts, the government proposed a bill to
Congress creating a new two-phase tax system thsfemfund system. The new system, in effect sketaruary 2011, takes the reference band back to
12.5% and gives some consumers of oil products timoeeto adapt to new oil prices. In the first plhéSistema de Proteccién al Contribuyente del
Impuesto Especifico a los Combustitor “SIPCQO”), the tax decreases are applied whesrmational oil prices rise above the 12.5% bandtard
increases are applied when such prices declingefdre, the Treasury assumes the effects of stakihn on its tax revenue. In the second phase
( Seguro de Proteccion al Contribuyente del Impu&stgecifico a los Combustibles “SEPCQ”), at the government’s discretion, thenigliry of
Finance, on behalf of the Republic of Chile, wilter into derivatives to hedge oil price increa3éw cost and indemnity paid by the derivatived bel
transferred to the specific tax applied to oil pro such that the tax will decrease when intesnatioil prices rise and the tax will increase wheices
decline below the 12.5% reference band so thdtdridtter case consumers will assume the effedtsétabilization mechanism.

While SIPCO has been implemented, SEPCO implerientegmains pending. During February, 2011 and Au§u2012, SIPCO decreased
the tax revenues by approximately to US$109 million

Legislation to adjust SIPCO and SEPCO was recepproved became effective in September 2012. Thie change will be the reduction of
the reference band to 10%. Additionally, the lamsto provide more flexibility within the SIPCO paneters and improvements to SEPCO to exter
hedge to the consumers.

Budget Law and Political Initiative

Congress cannot propose legislation on taxatiosiaksecurity benefits, central government spendémgployment programs or public financial
management. Only the executive branch can proptis®b these matters, subject to approval or gisayal by Congress.

The responsibility for the preparation of the cahtfovernment budget begins with the Ministry afdfice, which establishes overall targets
then works with the various ministries regardingafic allocations. Based on this work, the Presideends a budget bill to Congress no later thegeth
months prior to its effective date (generally, eSeptember 30). Congress reviews the proposed huilgéds only permitted to reduce expenditures; it
may not change revenue estimates, increase expenidéms, reallocate funds or change financialagament regulations. Congressional approval is
normally obtained by the end of November. If theldgpet bill is not passed by Congress within 60 d#yits submission by the President, it is deemed
approved and becomes law as the budget law of/&zat The government has the power to send to @sagupplementary budget bills in order to
amend the budget law. This occurred, for exampl@009 when the government announced a fiscalipldanuary of that year, which was approved by
Congress and promulgated on January 20, 2009.
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The following tables set forth a summary of pulséctor accounts (calculated on an accrual basissiadbercentage of GDP for the periods
indicated):

Public Sector Finances
(In billions of US$ and % of total GDP)

2007 2008 2009 2010 2011

Current Revenues and Expenditures

Revenue 44.2 25.5% 43t 24.2% 32.1 18.%% 46.¢ 21.6% 57.C 22.%%
Net taxes(®) 30.¢ 17.%% 31t 17.€% 23.¢ 13.&% 34.4 15.%% 43.7 17.€%
Copper revenue® 7.8 4.6% 6.1 3.4% 2.8 1.6% 6.C 2.8% 5.7 2.3%
Social Security contributior 2.2 1.3% 2.3 1.4% 243 1.4% 2.8 1.4% 34 1.4%
Donations 0.1 0.0% 0.1 0.1% 0.1 0.1% 0.1 0.1% 0.2 0.1%
Real property income 12 0.7% iLE 0.8% 1.2 0.7% 0.¢ 0.4% 11 0.5%
Operational revenue®® 0. 0.5% 1.C 0.6% 1.C 0.6% 1.1 0.5% 1.2 0.5%
Other revenue 0.¢ 0.5% 0.7 0.4% 1.3 0.8% 1.2 0.6% 1.7 0.7%

Expenditures 254 14.7% 29.7 16.5% 324 18.71% 39.2 18.1% 43t 17.5%
Wages and salari¢ 5.8 3.4% 6.8 3.8% 7.E 4.2% 9.1 4.2% 10.z 4.1%
Goods and service 3.2 1.8% 3.2 1.8% 3.7 2.1% 4.€ 2.1% 5.4 2.2%
Fixed capital consumptic 0.C 0.C% 0.C 0.C% 0.C 0.C% 0.C 0.C% 0.C 0.C%
Interest on public del 1.C 0.6% 0.8 0.5% 0.6 0.5% 11 0.5% 14 0.6%
Transfer payment 8.4 4.9% 10.¢ 6.1% 12.1 7.C% 14.€ 6.8% 15.7 6.3%
Transfers to social securi 6.S 4.0% 7.8 4.5% 8.2 4.7% 9.7 4.5% 10.7 4.3%
Others 0.C 0.0% 0.1 0.C% 0.C 0.C% 0.1 0.C% 0.1 0.C%

Capital Revenues and Expenditures

Revenue
Asset sale 0.C 0.0% 0.C 0.C% 0.1 0.1% 0.1 0.C% 0.C 0.C%

Expenditures
Investmen 34 2.0% 3. 2.1% 4.4 2.6% 4.€ 2.1% 5.4 2.2%
Capital transfer 1. 1.1% 2.€ 1.5% 3.2 1.% 4.C 1.8% 4.8 2.0%
Fixed capital consumptic 0.C 0.C% 0.C 0.C% 0.C 0.C% 0.C 0.C% 0.C 0.C%
Net acquisition of nc-financial Asset: 5.3 3.1% 6.4 3.6% 7.€ 4.0% 8.5 3.9% (10.2) 4.1%

Central government balan 13.t 7.8% 7.3 4.1% (7.2) (4.2)% (0.9 (0.49% 3.2 1.3%

Structural balanc® 1¢ 1.1% (1.4) (0.8)% (5.2) (3.0% 4.3 (2.00% (2.7) (1.1)%

Non-financial public institutions balanc 4.€ 2.6% 2.4 1.3% 3.C 1.7% 5. 2.2% N.A. N.A.

Consolidated nc-financial public sector surplus/(defic 18.C 10.4% 9.8 5.4% (4.3) (2.5Y% 4.1 1.S% N.A. N.A.

(1) Taxes collected net of refunc

(2) Excludes transfers from Codelco under Law No. 18,

(3) Includes capital gains for the sale of compsimiewhich the State had participation, such adritdgrenamed ESL), which was sold by Codelco
2010.

(4) Reflects the amount that revenues and fiseatdipng would reach if the GDP growth were at it level and the price of copper were at the
mediun-term price; therefore, it excludes the effectsyaflical fluctuations economic activity and the griaf copper

Source:Budget Office.

Public sector revenues increased to US$57.0 biific2011 from US$46.8 billion in 2010, largely asesult of increased net taxes to US$43.7
billion from US$34.4 billion, which represented iacrease of 16.2% as compared to 2010. The incinasst taxes primarily reflected the 6.0% growth
in GDP in 2011, secondly temporary changes of smaxeate and the higher price of copper. This tos#n annual average of US$4.00 per pound as
compared to US$3.42 per pound in 2010.

92




The following table sets forth a summary of pulséctor accounts in the first half of 2012 and #m@e period in 2011 (calculated on an accrual
basis and as a percentage of GDP for the peridlisaired):

January 1, 2011-June 30, 201 January 1, 2012- June 30, 201

Current Revenues and Expenditures

Revenue 29.€ 23.7% 30.4 23.%%
Net taxesd) 22.€ 18.1% 24.1 19.(%
Copper revenuel? 3.4 2.7% 2.E 2.0%
Social Security contributior 1.7 1.5% 1.8 1.4%
Donations 0.1 0.1% 0.C 0.C%
Real property income 0.5 0.4% £ 0.4%
Operational revenue® 0.6 0.5% 0.7 0.5%
Other revenue 0.6 0.5% 0.7 0.5%

Expenditures 20.2 16.2% 21.2 16.7%
Wages and salari 5.C 4.C% 58 4.2%
Goods and service 2.3 1.% 2.1 1.€%
Fixed capital consumptic 0.C 0.C% 0.C 0.C%
Interest on public det 0.7 0.5% 0.8 0.€%
Transfer payment 6. 5.5% 7.7 6.1%
Transfers to social securi 5.2 4.1% 5.2 4.1%
Others 0.C 0.C% 0.1 0.1%

Capital Revenues and Expenditure:

Revenue
Asset sale 0.C 0.C% 0.C 0.C%

Expenditures
Investmen 1.7 1.4% 1.6 1.5%
Capital transfer 2.C 1.6% 2.1 1.7%
Fixed capital consumptic 0.C 0.C% 0.C 0.C%
Net acquisition of nc-financial Asset: 3.7 3.C% 4.C 3.1%

Central government balan 5.7 4.€% 5.2 4.1%

Structural balanc® N.A. N.A. N.A. N.A.

Non-financial public institution: N.A. N.A. N.A. N.A.

Consolidated nc-financial public sector surplus/(defic N.A. N.A. N.A. N.A.

(1) Taxes collected net of refunc

(2) Excludes transfers from Codelco under Law No. 18,

(3) Includes capital gains for the sale of compsuewhich the State had participation, such adrisdgrenamed EEL), which was sold by Codelco
2010.

(4) Reflects the amount revenues and fiscal spendingdueach if the GDP growth were at its currenhdrdevel and the price of copper were ai
mediun-term price; therefore, it excludes the effectsyaflical fluctuations in economic activity and thege of copper

Source:Budget Office.

2012 Budget
On December 15, 2011, the 2012 budget law (Law29¢b57) for the government and public sector ageneias published in the Official
Gazette. The US$60.3 billion budget represente@% 6ncrease in total expenditure from 2011. Thidudes a 5.2% increase in social expenditure

compared to 2011, aimed at consolidating the ssai@ty net provided by the government. As a resaltial expenditures represent more than 66% of
total expenditures.
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The budget’'s main expenses are in social sectwigling more than US$16.6 billion; education, witlere than US$11.3 billion; and health,

with more than US$9.5 billion.
The following table sets forth effective centravgmmment expenditures for 2011 and estimated @220

Central Government (1)
(in billions of pesos, except percentages)

Actual
Expenditures

Budget Percentage Percentage Budget Percentage

Law 2011  Growth @ 2011 Growth @ Law 2012  Growth ®
Current Expenditure 22,21 4.1% 21,73t 1.8% 22,99( 5.8%
Capital Expenditure 5,46¢ 17.1% 5,12¢ 9.7% 5,471 6.8%
Total Expenditure 27,68( 6.4% 26,86( 3.3% 28,461 6.C%
Social Expenditure 18,41% 6.2% 17,87¢ 3.1% 18,81¢ 5.2%

(1) Calculated using constant pesos of 2
(2) Budget Law 2011 and actual expenditures 2011 coedpaith actual expenditures of 20
Sourc e Budget Office.

On July 9, 2012, the Ministry of Finance changsdeitimate of GDP growth from 5.0% to 4.7% for 204dsed on the impact of external

economic issues on the Chilean economy.

Pursuant to the structural balance policy rule (s€iscal Policy Framework — Structural Balance PolRyle”) , budgeted expenditures are
based on long-term revenues known as structui!fievenues. Structural fiscal revenues are détedrby reference to projected economic activity,
which is based on capital and labor conditions améstimated copper price determined by indepereimomic experts. Expected government
revenues are projected by the government’s BudffeteCand included in the government’s annual buggesented to Congress (seeBudget Law an

Political Initiative ).

The following table shows 2012 budget assumptigesgnted to Congress in September 2011 to caldhlatgtructural fiscal revenues.

2012 Budget Assumptions for Structural Balance

Trend Real GDP growth (Average % change for the héxears
Long Term Copper price (US$ cents/I
Long Term Molybdenum (US$/Ib
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The following table shows 2012 budget assumptigesented to Congress in September 2011 and tiwisiaes made in July 2012:
2012 Budget Assumptions for Effective Balance

Initial 2012 Budgel Revised 2012 Budgt

Assumptions @) Assumptions )
Real GDP growth (% change compared to 2( 5.C% 4.7%
Real domestic demand growth (% change compare@i): 5.5% 5.2%
CPI (% change December 2012 compared to Decemiidy) 2.% 2.7%
Annual average nominal exchange rate (Ps./\ 472.( 500.(
Copper price (US$ cents/Ik 370.C 355.(
Molybdenum (US$/Ib. 14.¢ 13.¢

(1) As of September 201
(2) As of July 2012
Source: Budget Office.

Based on the initial macroeconomic assumptionsestienated revenue levels of the central governroerf012 are expected to lead to a real
GDP decrease of 1.4% compared to 2011. This dexisasainly due to decrease in revenues coming €ontelco (transfers and taxes) estimated to be
24% less than 2011, which is partially offset by thcrease of tax revenue from private mining camgsmand others contributors, which grew by 6.5%
and 1.7%, respectively.

The new assumptions forecast a 0.8% increase iergment revenue over the initial 2012 budget lasuagptions. Public spending is expected
to meet the initial 2011 budget assumptions.

Taking into consideration this updated forecasgstimated fiscal deficit of US$0.7 billion or 0.33%6GDP is expected for 2012, before cycl
adjustments, which is different than the 0.4% offc&stimated fiscal deficit contained in the ini2@ll2 budget. After cyclical adjustments, a strradtu
fiscal deficit of 1.1% of GDP is estimated for 20h&tead of a structural fiscal deficit of 1.5%@DP estimated in the initial 2012 budget.
Government Revenue

Taxation

Chile’s tax structure includes indirect and direotes.

Indirect taxes represent the largest source ofedaenue and include the value-added tax (VAT), ifigezonsumption taxes and customs duties.

VAT is levied at the single rate of 19% on the salégoods and services, as well as on importsteTéiee limited exemptions, principally in the
area of exports of goods and services and the ipesfuce of professional and independent persongcssr VAT charged on goods sold and services
rendered represents for the taxpayer a fiscal deditmust be declared and paid on a monthly bafies, deducting the fiscal credit represented BV
borne on purchases, imports or services receivetthéosame tax period or the accumulated unuseahbalfrom prior periods.

Specific consumption taxes include taxes for ft@dacco and beverages. In 2010, the governmeir #i® tobacco tax to approximately Ps.

2.60 per cigarette and 62.3% of the sale priceppekage to help finance earthquake reconstruction®
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Custom duties consist of @ valoremtax on imports. The tax rate is 6%, although tHeatifve tariff was 1.02% in 2011 because of theuuud
of imports that benefit from the free trade agreet®isigned by Chile.

Direct taxes include the corporate income tax ardgnal income tax. Corporate income is annuakgdainder the so-called first category tax
at a rate of 17%. Taxable income corresponds tnirecas shown in the financial statements, adjugtedirds or downward to abide by the Chilean
income tax law provisions (first category tax usetbe 15% but has increased up to the currenofat@% due to changes in the income tax law enacted
in year 2001). The first category tax paid by thsibess entity may be credited against the taxsasdeon dividends or profit distributions to equity
holders, owners in the case of individual busirexg#ies, or holding entity main office in the caffdocal branches of foreign companies.

As part of the government’s Reconstruction Act,ated to finance the earthquake and tsunami reaaiiin efforts, the first category tax rate
increased temporarily. Corporate income accrueeéagived during 2012 is taxed at 18.5%, as comp@ar@0% in 2011. From 2013 onwards, the rate
will return to 17%. However, under the tax reforeeently approved by Congress, this first categaxywill be subject to a permanent 20% basis (See
“Tax Reform to Finance Education Reform”

Domiciled individuals are subject to a personalgpessive tax on gross income with a rate up to 40%ugh the progressive tax on wages and
salaries is different from the progressive perstamabn other source income, the effective tax earid similar regardless of the source of incorNen-
domiciled and non-resident individuals and entities subject to the so-called additional tax, &lotding tax that applies to income of Chilean seur
and to certain specific payments defined in the [Blws tax is assessed at a general rate of 35%ekier, certain payments are subject to lower rates
are exempt from withholding taxation. The localgayer who pays these amounts is usually liablevftitholding and paying the tax to the Chilean
Treasury.

As part of the Reconstruction Act the governmenintaéned the current maximum stamp tax rate of OddP& permanent basis. This is less
than the rate of 1.2% that would have otherwisenleffective as of July 1, 2010.

Generally, interest income paid to individualseygdl entities non-domiciled in Chile is subjecttie additional tax at a rate of 35%. There is,
however, a reduced rate of 4% applicable to intgraisl to foreign banks and financial institutioamong others.

In an effort to combat the effects of the receonbgl financial crisis, in January 2009, the govegntrannounced certain tax cuts to increase
personal income, stimulate investment, temporaeiuce the cost of credit and alleviate restriction corporate cash flows. These measures inclaided
temporary suspension of stamp tax for all creditsactions in 2009, a postponement of the revefsatemporary gasoline tax reduction, a propasal f
a temporary reduction in monthly provisional tayments and an acceleration of partial personalimectax refunds for the 2010 tax year. The Ministry
of Finance estimates that these measures redu@8dt@0revenues by US$1.3 billion.

The following table sets forth the composition loé tentral government’s tax revenues for the periodicated:

2007 2008 2009 2010 2011
Value-added ta 41.% 48.(% 52.8% 47.&% 45.2%
Income tax 44.€% 39.%% 34.(% 40.2% 42.6%
Other taxes on goods and servi 11.1% 10.1% 9.8% 10.(% 9.6%
Foreign trade ta 1.5% 1.9% 1.2% 1.5% 1.4%
Other taxes 0.€% 0.7% 2.2% 0.5% 1.2%
Total 100.(% 100.(% 100.(% 100.(% 100.(%

Source: Budget Office.
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Tax Reform to Finance Education Reform

In order to fund education reform proposals, Chins to implement a series of permanent tax is@®a the coming years. These tax increases
aim to provide enhancements to education progrdral levels without altering the structural defigoal of 1% by 2014. In April 2012, the
government announced a tax reform package, whichawmeended and subsequently approved by Congr&eptember 2012. The tax reform package
made a number of changes, including:

. an increase to the first category tax, which agpiiebusinesses, from the current 17% to a permi@@8a basis;

. a tax reduction primarily for individuals havingreonthly income between Ps. 534,195 (approximat&$1J084) and Ps. 2,769,900
(approximately US$5,621

. a decrease of the stamp tax applied to creditaaizns with a reduction, at most, from 0.6% td0.4nd

. an annual tax benefit of up to Ps. 100,000 (appretely US$ 203) on education expenses per chiléafoilies with a monthly income of
up to UF 66 (approximately US$3,021

The Ministry of Finance estimates that these chamgk provide approximately US$1 billion each y¢arhelp fund the educational reform.
Tax Measures for Foreign Investors

. Income earned by certain foreign institutional istees, such as mutual funds and pension funds, frading in shares of listed
companies, whose shares are substantially andarbgtriaded on a stock exchange, or from tradinigonds or other public traded debt
securities issued by the Central Bank, the Stat@hde or enterprises established in the coungrgxiempt from income taxes provided
the trade to which the income relates is made stoek exchange, or as a result of a tender offdrymther means authorized by the SVS.
The previous government administration proposegktend the exemption on capital gains taxatiorthermsecurities, which is currently
pending before Congres

. Chile applies transfer pricing rules in transactibetween related parties. In this regard, therec®ax Law provides for the application
of the following methods: cost plus method, resaéthod and a reasonable profitability method. Riedino internal comparables exist,
the Chilean tax administration may challenge tranpfices on the basis of information availabl¢éhia international market regarding the
value of the same type of goods or servi

. The Chilean government has entered into, and igotly negotiating with other countries, internatidbagreements to avoid double

taxation and to prevent tax evasion, most of tlaegeements are or will be based on the OECD maptekaent. The following table
shows the status of these agreements as of thefdis prospectus
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Status of the Agreemen

In force Belgium, Brazil, Canada, Colombia, Cr@abenmark, Ecuador, France, Ireland, Malaysiaxibte Norway, New
Zealand, Paraguay, Peru, Poland, Portugal, Spaiadé&n, Switzerland, South Korea, Thailand and
United Kingdom.

Signed Australia, Russia and the United Sta
Negotiation conclude South Africa.
In negotiatior China, Cuba, Czech Republic, Finland, Germany,athal] Hungary, Kuwait and Venezue

The Treaty with the United States is currently pegatongressional approval. In June 2012, Argendiglavered a notice of termination of its double
taxation treaty with Chile.

Government Expenditures

Government expenditures are financed principaligugh the collection of valuadded taxes, excise taxes, income taxes, tariffotrer mino
taxes, as well as operational revenues, sociatisgcevenues and transfers from state-owned coiepaim 2011, tax revenues represented 17.6% of
GDP.

In recent years, central government expenditures bansisted primarily of wages, salaries and feasgo the social security system, with
capital expenditures and interest on public debbanting for most of the balance. Between 2007201dL, public expenditures grew in real terms at an
average annual rate of 9.0% per year.

The largest category of the government’s expengligisocial programs, particularly social secutiialth and education. In 2011, social
programs accounted for 66.6% of total governmepeagitures. During the period from 2007 to 201 tjaexpenditures grew in real terms at an
average annual rate of 9.0%.

Interest payments on public debt amounted to 2.6&xpenditures in 2011, representing 0.6% of GDP.

The following table provides a summary of governtrextpenditures by category for the dates indicated:

Central Government Expenditures
(in billions of constant 2011 Pesos)

2007 2008 2009 2010 2011

National administratio(®) 3,64¢ 3,48¢ 4,15¢ 4,87: 5,06:
Social program

Health 2,94¢ 3,15¢ 3,84¢ 4,15¢ 4,361

Housing 27t 32C 34z 36¢ 37¢

Social security 5,65( 5,991 7,11¢ 7,45¢ 7,61t

Educatior 3,18¢ 3,68: 4,25¢ 4,501 4,64:

Other social progranr 19C 237 261 30C 30¢

Total 12,25: 13,38¢ 15,82: 16,78( 17,30¢
Economic program(@ 2,67¢ 3,22¢ 3,51( 3,521 3,632
Total central government expenditu 18,57 20,09¢ 23,487 25,17+ 26,00:
Interest payments of Public de 603 46€ 49€ 55E 67€

(1) Includes government, defense, justice and seciunitgtions.
(2) Includes promotion and regulation of economic ai¢is as well as the support of infrastructure @cts.
Source: Budget Office.
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Public Contingent Liabilities

Public contingent liabilities may materialize deging on the course of events and from a varietyoofrices, as described below (only direct
fiscal sources are included):

. Litigation : As explained below, the central government ameostate-owned agencies face private lawsuiteeltourts rule against the
government or if a settlement is agreed, distringito private institutions will be required. Instihegard the state paid approximately CLP
4.836 billion (approximately US$9.5 million as efnk 2012) in connection with final court rulingsuged in the first half of 201.

. Infrastructure Concessions Program Guarant: Some contracts between the government and a ssincaire establish minimum
revenues to the private operator that are guardrg¢he government. If the effective revenuesi@se than this minimum, the
government must finance the difference. In thisrdgin 2011 the government paid approximately G3.Bbillion (approximately
US$26.1 million as of June 201:

. Banks Tim-Deposits GuaranteeTime deposits have a 90% government guarantdeinase of bank default, with a cap of UF 108
(approximately US$4,794.00 as of June 2012) peviddal. As there have been no bank defaults ifeCince this guarantee was put in
place, the government has never had to pay on thesantees. The government believes that in dgburrent risk ratings, it is unlikely
that its guarantee will be called upon in the rigaure. In 2011, the estimated maximum fiscal expesssociated with the guarantee,
assuming all banks default, would have correspotaldd32% of GDP

. Pensions Guarante: The Chilean social security pension system pewial minimum pension guarantee such that pensiaierfiave
made contributions for at least 20 years but hatesaved enough money to reach the minimum persiwunt receive the difference
from the government. In July 2008 new pension rafocame into force that gradually raise the esthétl minimum guaranteed by the
state by establishing basic pensions for the gldertl the handicapped even if they have not canibor did so for less than 20 years.
For 2011, the government’s expenditures under émsipn system were 0.8% of GDP and are expectgchthually increase to 1.0% of
GDP beginning in 2025. In order to guarantee ttgasniable financing of the new pension systemgthaernment created a Sovereign
Wealth Fund named Pension Reserve F

. Pension Reform Bonc¢ The pension reform bonds, which reached theik pedue of 21.2% of GDP in 1997, equaled 3.6% offGid
March 31, 2012 and are expected to progressivelyedse until they equal less than 1% of GDP by 2

. Debt Guarantee: At March 31 2012, the total value of debt guaeadtby the government equaled 1.4% of GDP. Of thaaeantees,
55% guarantee debt incurred by Metro, 11% guarahtdebt of EFE and 33% guarantee the debt refatéda financing of higher
education (authorized by the Act No. 20,2(

. University Loan GuaranteesSince 2006, the Chilean government has undertekegimburse financial institutions for amountstle
university students and not repaid after they ffirds otherwise terminate their studies. The Treamuauthorized to withhold the amounts
due from the salaries or tax reimbursements obthggnal student debtors to recover amounts paighigersities. As of November 2011,
the government’'s maximum exposure under the prodoar2011 was 0.49% of GDP. In recent years, howeeg, if any, banks have
called upon this guarante
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. CORFO Hedge Funds&ince 1985 the CORFO has been implementing differethanisms to guarantee liabilities for the foiag of
productive activities. With that purpose the 20081Bet Law and Decree No. 793 of the Ministry ofdfice created a Hedge Fund and
allowed CORFO to contract indirect liabilities updight times its capital. The total amount of gluiaranteed liabilities as of August 30,
2010 totaled approximately Ps. 585.89 billion (ap@mately US$1.15 billion as of June 30, 201

. Small Enterprise Guarantees Fund (FOGAPHEhe FOGAPE is a fund designated to guaranteéirihacing granted by public or private
financial institutions to small companies. Its puial market segment are small companies meetiegbthe following requirements: a)
companies with maximum annual sales of UF 25,0ppr@imately US$1.1 million as of June 2012); bpesting companies with annual
average sales in two previous calendar years afior@ than US$ 16.7 million; or c) nonprofit legatites and “sociedades de
persona” (partnerships where the specific qualities of theners is the reason for their enterprise togetherh as limited liability
companies) for irrigation and other infrastructprejects. However, in addition to the requiremextisve, Law No. 20.318 allowed, for a
24-month period beginning January 2009, the uskeofund for companies with sales between UF 25a83@D500,000 (approximately
US$22.2 million as of June 30, 2012). While thafinumber has not been reported, in the year 204 aount of guarantees granted by
FOGAPE is expected to total UF 36.5 million (appnoately US$ 1.6 billion as of June 30, 2012), cavg65,000 transactions with a
total financing of UF 54 million (approximately U6 billion as of June 30, 2012) with a levera§.13 (the maximum level of
leverage allowed by SBIF was 11 times FOG/'s equity.

Government Litigation

Chile and many governmental agencies are currantlyin the future may be subject to lawsuits bef@argous courts. Although Chile is
actively defending current disputes through ther@ddor the Defense of the Stat€pnsejo de Defensa del EstadoCDE), other specialized agencies
and/or private domestic and international law firms assurances can be given regarding their otcom

In 2000, Argentina brought a consultation with €hi the WTO regarding the price band system artdinesafeguard measures applicable to
various agricultural products, including wheat aviteat flour. In compliance with the Dispute SetttgrnPanel’'s (DBS) ruling, Chile enacted Law
No. 19,897 establishing a new price band systeelecember 2005, Argentina requested the appointofemtompliance panel on the grounds tha
measures adopted by Chile failed to comply withgher ruling and its recommendations. In May 2087 appellate body decided that by continuing to
maintain a border measure similar to a variableoijgvy and to a minimum import price, Chile waiag in a manner inconsistent with the WTO's
Agreement on Agriculture and had failed to impletdgrision of the DSB. To comply with this rulinthe government introduced a bill to reform the
band price system, which is currently pending im@ess.

Domestically, Chile is subject to lawsuits befdeelocal courts seeking redress for damages allggadsed by the actions of public institutic
or civil servants. The legal defense is mainly utaden by the Council for the Defense of the Stageof June 30, 2011, there were approximately
25,000 active cases throughout the country, witiregate claims for Ps.4,700,000 million, involvisgpropriation, criminal, civil, tax and other magte

Claims against Chile regarding infrastructure cesamns are resolved by a special arbitral systesrofANovember 30, 2011, the disputes

pending before the arbitral system amounted toamately 0.2% of GDP, while the amounts the gowsgnt has had to pay approximately 43% of the
claims. (See The Economy — Privatization and Infrastructure -bRuWorks — Infrastructure Concessiois
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Government-owned Enterprises

The following table sets forth the government’sreh@wnership for the principal state-owned entsgwias of March 31, 2012:

Total
Assets Value & Total Assets as
Percentage ol March 31, Percentage of
State Ownershig 2012 GDP at
at March 31, (in millions of March 31,
2012 uss) 2012
Main Public Sector Enterprise
Banco Estado (financia 10C% 41,907. 15.8%
Codelco (copper 10C% 21,298.( 8.04%
ENAP (oil and gas 10(% 6,325 2.3%
Enami (mining) 10C% 1,218.: 0.4€%
EFE (railway) 10(% 1,895.¢ 0.72%
Metro S.A. (Santiac's subway. 100% 5,772." 2.1&%

Source: Budget Office.
Banco Estado

Banco Estado is an autonomous commercial bank,lyvbained by the state, subject to the same lawsegulations as Chilean private-sector
banks and supervised by the SBIF. It is one ohiagr players in the Chilean banking sector. ABetember 31, 2011, Banco Estado had 342 branche
and over 7.6 million savings accounts. It offermpoehensive financial services throughout the agumiith an extensive network of electronic
distribution channels and branches extending tal mneas as well. It also contributes to the dgualent of the local economy, playing a significasier
in permitting credit access for small- and mediured enterprises and in savings for small investors

Up to 100% of Banco Estado’s annual net earnings mearansferred to the General Treasury of theuBkép( Tesoreria General de la
Republica- the Chilean Treasury) and, since 2003, the gowent has authorized the capitalization of partofetained profits. In 2007 and 2008,
however, due to increasing capital requiremenesgthvernment authorized Banco Estado to remit 6#yof its annual net revenue to the Chilean
Treasury, amounting to US$5.3 million and US$79ilian, respectively. In 2008 a US$500 million ctgdiincrease was approved by law. In 2009, i
effort to mitigate the effects of the internatiofiakncial crisis, Banco Estado was recapitalizétth WS$500 million.

In 2009, 2010 and 2011, Banco Estado reportedtprofiUS$107.3 million, US$181.0 million and US$2ZDillion, respectively. Banco
Estado was authorized to retain 11.3% of thesétpriof2009, and 80.0%, in the last two years.

Banco Estado accesses the international capitdatsafrom time to time, to issue bonds.

Codelco

Codelco is a wholly state-owned mining enterpridedelco’s mission is to maximize the value of iig@nal resources for the benefit of its
shareholder, the Republic of Chile, by fully dey@ig its vast mining resources on a timely basigetaging its experienced workforce, utilizing its
advanced technological assets in key areas angduyigng strategic initiatives related to its (dpital expenditure program, (2) improvement in
operations, (3) exploration efforts, (4) investmienthuman capital and (5) mining association whtind parties. For the year ended December 31, 2011,
Codelco made a net income distribution to the Tusaamounting to US$1.5 billion. As part of itsattgy to increase production and revenues, Codelcc
has undertaken several projects, business verdareassociations with certain private sector mirind non-mining enterprises.
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Under Chilean Law, Codelco’s net earnings are sittigean additional tax of 40% above and beyonduthel corporate income tax (applicable
to the first category of corporate income), which government temporarily increased from 17% to 2002011 and 18.5% for 2012. Codelco is also
subject to an additional mining tax that is basedt® operating income each year. The effective ohthe mining tax was 5.7% for Codelco in 201d an
it is estimated to be approximately 5.9% for 20h2ome tax payments and other taxes by Codeldoat@hilean Treasury for the fiscal years ended
December 31, 2007, 2008, 2009, 2010 and 2011 wB&s13 billion, US$5.4 billion, US$2.1 billion, USH4billion and US$5.3 billion, respectively.

In addition, the Reserved Copper Act (Law No. 18)1€ets forth the government’s obligation to cdnité to the armed forces, for institutional
development objectives only (e.g., renewal of waterial and equipment), an amount equal to 10%efdtal gross income procured by Codelco from
the export sales of copper and its byproducts. Swrths are directly transferred by Codelco to thééan Treasury and then segregated in a special
extra-budgetary treasury account; thus it actsH¥¥a tax on Codelco’s copper sales. Transfers uthdgeReserved Copper Act were US$1.3 billion
(0.81% of GDP), US$1.4 billion (0.80% of GDP), U329million (0.5% of GDP), US$1.3 billion (0.57% @&DP) and US$1.6 billion (0.68% of GDP)
in 2007, 2008, 2009, 2010 and 2011, respectivebwéver, there is a bill under discussion in Congthat, if passed, would create a new model for
financing the armed forces and would eliminatedetributions set forth in the Reserved Copper Act.

In January 2011, the government authorized Codelsell its equity interest in E-CL S.A. (formeidelnor S.A.) to the public and retain the
difference between the cash proceeds (less expears@she book value, which amounted to US$3750nillThe sale proceeds totaled US$1.1 billion,
and the estimated book value of Codelco’s investmas US$672 million. In June 2012, the Ministriédviining and Finance approved the
capitalization of approximately 40% of 2011 netane, or US$800 million (in addition to the authatizn for Codelco to retain the gain (less exper
over the estimated book value of Codelco’s investrfrem the proceeds obtained in its sale of itsitygnterest in E-CL, announced after the sale in
2011). Since 2007, the government has authorizedaitalization and retention of almost US$3.8dsilwithin Codelco.

Codelco is the largest company in Chile in termsadés and, as of December 31, 2011, it had 1&8%ioyees and 45,064 subcontracted
workers. Codelco generally enjoys good relatiorth s labor force, having experienced very fewuigions or work stoppages.

On July 11, 2011, a one-day strike was called byRideration of Copper Workers (FTC), which reslitean approximately 5,000 metric ton
decrease in production. Codelco and the FTC sulesglgwsigned a framework agreement to regulatgiosis within Codelco between management and
workers and to foster a dialogue concerning thepmgiveness of Codelco.

In November 2009, during Chile’s OECD admissioncess, new legislation was enacted reforming thparate governance of Codelco. The
new law enhanced the company’s transparency ampérdience by removing government ministers fronbtdzed and giving the board the power to
appoint the Executive President (CEO). Following ovember 2009 reforms, four of the board memamrsiominated by the National Civil Service
Authority ( Direccion Nacional del Servicio Civj| one is a representative of the company’s workatsthree are appointed directly by the President.

Codelco recently settled a dispute with Anglo Aroan, a multinational mining company, over ownersifidnglo Sur, a subsidiary of Anglo
American operating in Chile. Anglo Sur owns andrapes several mines and mineral deposits in CGibelelco acquired an option to purchase 49% of
Anglo Sur in 2008 and announced its decision toa@sge this option in October 2011. In November 20idwever, Anglo American announced the sale
of a 24.5% interest in Anglo Sur to a third pamyganformed Codelco that this sale would prevend&€coo from acquiring the entire 49% stake in Anglo
Sur. Codelco filed suit in response, arguing thagld American's sale of Anglo Sur violated Codeda@ghts under the option. In August 2012, Codelco
and Anglo American reached a settlement agreerhahatiowed Codelco to acquire, among other asaatsdirect 24.5% stake in Anglo Sur for
US$1.7 billion.

Codelco’s gross profit in 2011 was US$7.2 billiorddJS$7.0 billion in 2010.
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ENAP

ENAP is a holding enterprise wholly owned by theggmment and dedicated to the exploration, devetsgrand production of crude oil wells,
both in Chile and abroad. ENAP also engages imetfieing of crude oil to be sold to private distribrs. ENAP was incorporated in 1950 and after a
long development process, it diversified its cogperactivities and objectives from the productibéerade oil wells in Chile to the refining and expof
oil products, and the exploration and developméwilavells in several countries around the wotldMay 2010, the government transferred
responsibility for ENAP from the Ministry of Minintp the Ministry of Energy, with the Minister of Ergy now serving as chairman of ENARjoard o
directors.

In 2009, Enap returned to profitability, reportipgpfits of US$242 million due largely to higher pilices. After applying the 40% special
income tax for state-owned-enterprises, final emmiamounted to US$200 million. This representedraaround of the losses reported in 2008 of
US$958 million, which were mainly caused by therptfall in oil prices between August and Decemhb@0&, excess purchases and inventories, the lack
of Argentine natural gas for the operation of tai refineries, the higher costs of electricityd aignificant fluctuations in the exchange rate.

In 2010, ENAP’s total sales amounted 13.5 millioiic meters of crude oil and its by-products, ofalhl2.8 million cubic meters correspond
to the local market, supplying 72.3% of the totational fuel demand. Approximately 0.47 million aumeters of crude oil and by-products were
exported to the U.S., Peru and other regional cmmtAs of December 31, 2010 ENAP presented rexepfiUS$8.18 billion, net profit of US$70.1
million and EBITDA of US$402 million. Income tax ypaents and profit distribution by Enap to the ChileTreasury for the fiscal years ended
December 31, 2007, 2008, 2009 and 2010 were US$hdiflion, US$81.2 million, US$7.2 million and US$4million, respectively. The amount of
income tax payments and profit distribution for 204 not yet available.

In 2011, ENAP's total sales amounted 12.6 milliobic meters of crude oil and its by-products, ofahhl2.02 million cubic meters
correspond to the local market, supplying 65.5%heftotal national fuel demand. Approximately Orblion cubic meters of crude oil and by-products
were exported to the United States, Peru and oiggonal countries. As of December 31, 2011 ENAésented revenues of US$10.8 billion, losses of
US$66.9 million and EBITDA of US$372.4 million.

ENAP accesses local and international capital niafkem time to time mainly to issue bonds andhimur bank debt.
Metro

Metro is a wholly government-owned company andhnission is the development, construction and ojmeratf an urban rail network, which
covers the city of Santiago and includes stationsraaintenance workshops and which is mainly unmdergl. In 2011, the railway network was
composed of five interconnected lines totaling agpnately 103 kilometers long and 108 stations isérg approximately 640 million passenger trips
per year and counting 967 wagons and cabins. Timpaoy has embraced a dynamic expansion plan, vidickorporated in thBlan Transantiago
According to the expansion plan, it is expected KHyathe end of 2018, the railway network will bengposed of seven interconnected lines totaling
approximately 140 kilometers long and 136 stations.

In 2011, Metro’s total income amounted to approxtehaUS$441 million, derived mainly from ticket sal leasing advertising and commercial
space, leasing and selling real estate, vendindnimaes and providing telecommunication servicesoABecember 31, 2011, current and long-term
liabilities totaled US$149 million and US$2.3 bilfi, respectively. Nevertheless, due to large aleaeciation costs, the company historically has no
recorded profits and therefore has not made cartioibs to the Chilean Treasury.
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Enami

Enami is a wholly government-owned enterprise deyabd the development of small and medium-scalénmmicompanies by facilitating their
access to the precious metals market under coriwgetitnditions. To meet these goals, Enami condbhet$ollowing operations:

. Mining Developmer. This operation involves miningenture financing, technical assistance for thparation and evaluation of projec
allocation of credit resources for the implemewntaf feasible projects, and access to the marketdans of authorized ore purchas

. Ore Processing Enami transforms sulfide and oxide ores with &opper grades into smelting products, concentatdrecipitates.
Beginning in 2003, Enami produces cathodes eledtiogy (EW) from oxidized ore processing; a

. Smelters and Refineryhis operation involves Enami’s main assets enguhe processing of the production of small andioradcsized
mining firms, under the same terms as those offeréarge-scale producers in Chile. In 2005, thatdras foundry and smelting facility
was transferred to Codelco. Enami used the prooafettiés sale to pay down its debts and beginaaodfer profits to the Chilean Treasu

In 2009 and 2010, Enami reported gross profits 8624.3 million and US$15.1 million, respectivelpr2011, Enami reported losses for
US$70.7 million, in part due to a recent inventoeyaluation.

EFE

EFE is a state-owned enterprise dedicated to thelalement and management of railway infrastructBfeE’s business is divided into two
segments: passenger and cargo transportation aeri€E’s passenger business is conducted througlaffiliated operating companies: Metro
Regional de Valparaiso S.A.(MERVAL), Trenes Metriitamos S.A. (TMSA), Servicio de Trenes Regiondlesra S.A. (TERRA), and Ferrocarriles
Suburbanos de Concepcion S.A. (FESUB). At the éraDdl, TMSA began the absorption process of TERRA impact of which may begin to be s
at the end of 2012.

Chile currently has a rail network of approximat2|¢40 kilometers that extends from Regions V t&KE is responsible for ongoing
maintenance of, and improvements to the trackssitiraling, electrification and communication syss$e control centers and the stations.

EFE accesses local and international capital maifkem time to time mainly to issue bonds and tirbank debt.
In 2011, EFE reported losses for US$289 million paned to losses of US$247 million in 2010. Thisrdase was largely due to less favorable

exchange rate fluctuations, which affected the pasoe of EFE’s dollar-denominated debt. EBITDAdes decreased due to the implementation of
efficiency plans in the company (US$49.5 millior2id11, compared to losses of US$72 million in 2010)
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PUBLIC SECTOR DEBT

External Debt

Chile’s total public sector external debt amourttet) S$3.7 billion in 2007, US$2.9 billion in 20085$2.5 billion in 2009, US$4.1 billion in
2010, US$5.3 billion in 2011 and US$4.6 billionaidviarch 31, 2012. The ratio of public sector emtgrdebt to GDP reached 2.1% in 2008, 1.4% in

2009 and 1.9% in 2010. Chile is current on all Ikt other multilateral obligations.
The following table sets forth information regamglipublic sector external debt:

Public Sector External Debt, By Creditor
(in millions of US$)

Six
Months
Ended
As of December 31 June 30
2007 2008 2009 2010 2011 2012
IDB 550.t 591.( 632.( 611.7 602.( 570.k
IBRD (World Bank) 354.2 200.1 214.¢ 189.Z 125.¢ 119.¢
Bonds 2,517.( 1,929.: 1,488.: 3,069.¢ 3,668.¢ 3,687.¢
IDA (World Bank) 1.7 0.5 - - - -
Others 232.¢ 214 194.¢ 224.¢ 884.7 234.¢
Total 3,656.: 2,935.( 2,530.: 4,095. 5,280.t 4,613.(
Source: Budget Office.
The following table sets forth public sector extdrdebt, by currency as of the date indicated:
Public Sector External Debt, by Currency
(in millions of US$)
As of Six Months
December 31 Ended June
2011 30, 2012
United States Dolla 4,358.: 3,678.¢
Euro 88.€ 81.:
Chilean Peso 832.¢ 852.1
Other 0.8 0.7
Total 5,280.! 4,613.(

Source: Budget Office.
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The following table sets forth amortization of ggqmiblic sector external debt:

Amortization of Gross Total Consolidated Public Setr External Debt (U
(in millions of US$)

Outstanding

as o 2018 tc
December 31 Final
2011 2012 201z 201¢ 201% 201¢€ 2017 Maturity

Central Governmen
Multilateral organization 72€ 60 67 80 80 80 75 28¢€
Bilateral creditors 231 17 13 19 21 21 21 12C
Treasury bills — — — — — — — —
Treasury bond 4,321 653 83€ — — — — 2,83¢
Other creditor: — — — — — — — —
Total 5,28( 73C 91€ 99 101 101 96 3,23¢

Central Bank of Chile
Multilateral organization 97 — — — — — — 97
Bilateral creditors — — = — — — — _
Commercial bank — — — — — — — _
Other creditor — — — — — — — _
Bonds issued locally hold by

foreign investol 292 — — — — — — 292
SDR allocations (IMF® 1,25¢ — — — — — — 1,25¢
Total 1,64: — — — — — — 1,64:

Banco Estadc
Multilateral organization — — — — = — — _
Bilateral creditors — —
Commercial bank 82¢ 82¢ — — — — - _

Banco Estado N* 857 482 31: 31 31 — — —
Subtotal 1,68t 1,31(C 31¢ 31 31 — — —
Other creditor: 501 10 — — — — — 491

Total 2,18¢ 1,32( 318 31 31 — — 491

Nonr-financial public enterprise® :
Multilateral organization — — — — — — — _
Bilateral creditors — — — — — — — _

Commercial bank 3,11¢ 38C 56¢ 36E& 94kt 473 174 21C
Bonds 7,29¢ 89C 50C 65C — — — 5,25¢
Other creditor: 61 4 4 4 4 4 4 36

Total 10,47¢ 1,27¢ 1,07: 1,01¢ 94¢ A7¢€ 17¢ 5,50¢

Total Gross Public Sector
External Debt 19,58¢ 3,32¢ 2,30z 1,14¢ 1,081 57¢ 27¢ 10,87¢

(1) Includes mediur- and loni-term external deb

(2) Special Drawing RightsDerechos Especiales de Gi) are an international reserve asset created bywvtke
(3) Does not include EFE det

Source: Central Bank, Budget Office, Banco Estado anda3uey.

Private Sector External Debt Guaranteed by the Cemal Government
As a consequence of the 1982-1983 financial caiststhe subsequent privatization of public seatterprises with outstanding external debt,
the central government is the guarantor of a spation of the private sector’'s external debtsithe government’s policy not to guarantee newgpeiv

sector obligations. The contingent liabilities ofvate sector guarantees of the government fedidiie between 1999 and 2004, and ended in 2005, as
shown in the following table.
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Public and Private Sector Medium- and Long-Term Exéernal Debt Guaranteed
by the Central Government (In millions of US$)

As of December 31 Public Sector Private Sectot
2000 506 92
2001 350 72
2002 527 55
2003 547 27
2004 588 11
2005 239 —
2006 355 —
2007 369 —
2008 526 —
2009 544 —
2010 556 —
2011 509 —
2012 (through June 3i 466 _

Source: Treasury.
Total Consolidated Public and Private Sector Exteral Debt
The following table sets forth approximate outsiagdamounts of Chile’s public and private sectaieexal debt for the periods indicated:

Total Consolidated Public and Private Sector Exteral Debt
(in millions of US$)

As of December 31, As of June 30,
2007 2008 2009 2010 2011 20121
Mediurr- and lon-term debi
Public secto® 10,34( 9,491 11,36¢ 15,95( 18,68¢ 19,49(
Private sector 34,057 40,18¢ 44,73: 51,74 60,44 61,45!
Total mediun- and lon+term debt 44,397 49,68( 56,097 67,69: 79,13 80,94:
Shor-term debt
Public secto® 1,37( 2,16¢ 1,867 1,13¢ 196 1,88:
Private sector 7,652 11,87¢ 13,96 15,31 17,48¢ 20,19’
Total short-term debt 9,022 14,04( 15,83¢ 16,45 19,44¢ 22,10¢
Total short-, medium and long-term debt 53,41¢ 63,72( 71,93; 84,14: 98,57¢ 103,04t
Use of IMF credi 0 0 0 0 0 0
Total public®® and private external debt, less
reserves (in billions of U.S. dollars) 36.F 40.€ 46.€ 56.2 56.¢ 63
Total public®® and private external debt/GDF 30.% 35./% 41.6% 38.¢% 39.6% 39.5%
Total public® and private external debt/expc 77.% 98.8% 129.7% 118.7% 121.1% N.A.

(1) Includes central government, Central Bank and puditerprises as well as publicly guaranteed peidabt.
(2) Preliminary.
Source: Central Bank.

Central Government External Bonds
As of June 30, 2012, Chile’s external indebtediressrred through bond issuances was composed dblloaving: 5.5% US$1,000,000,000

Bonds due January 15, 2013; 3.875% US$1,000,000N008s due August 5, 2020; 5.5% CLP 434,345,000N0f@s due August 5, 2020 and 3.25%
US$1,000,000,000 Notes due September 14, 2021. E@@h to 2006, the Republic repurchased US$164)863%f the bonds due in January 15, 2013.
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Central Government Internal Bonds

In 2003 the Chilean Treasury issued long-term deburities (20 years) in UF, which issuance is kmaw BTU-20, in an aggregate principal
amount of approximately US$363 million, as of Debem31, 2003.

Although this issuance was part of the financirenpdf the government, a key reason for this new pledgram was the need to further develop
the domestic financial market in view of its intation with the international markets. This alsolais why the Chilean Treasury has continued igsuin
debt, as reflected in the following table:

Treasury Bond Issuances in the Local Market
(in millions of US$)

As of
December 3.
BTP-5 BTP-7 BTP-10 BTP-20 BTU-5 BTU-7 BTU-10 BTU-20 BTU-30 Total

2003 — — — — — — — 362 — 362
2004 — — — — — — — 7% — 7%
2005 — — — — — — 38t 38t — 77C
2006 — — — — — — — — — —
2007 — — 342 — — — — 40C — 742
2008 — — 31¢ — — — — 70z 582 1,60:
2009 33¢€ — 474 — 55¢ — 1,03¢ 412 414 3,221
2010 — — 801 — 641 1,09¢ 1,557 1,37¢ 1,37¢ 6,841
2011 — 862 862 — 85E 76¢ 76< 727 727 DIEIE
2012 (through

June 30, 2012 — — 34¢ 22¢ 44¢ 21z 42¢ 307 314 2,28:

Source:Ministry of Finance.

During 2004, the Chilean Treasury issued a BX0Jrising the total amount outstanding to US$77Bom. In 2005, the Chilean Treasury ag
issued a BTU-20 in an aggregate principal amoutit$$385 million and also a BTU-10 (10 years) amafrii S$385 million.

In 2006, the Chilean Treasury did not issue angtamm debt securities. In 2007, issued a BTU-20J8$400 million and a 10 year new bond
was issued, denominated in Chilean pesos (knov8T&s10) for US$343 million.

In 2008 the Chilean Treasury launched a new 30 lyead (BTU-30), which with the addition of the pimysly issued BTU-20 and BTP-10,
resulted in a total amount outstanding of US$1lI6ohi or 1.0% of GDP. This new bond was equivalent/S$583 million; the BTU-20 was equivalent
to US$702 million; and the BTP-10 was equivalent/&$318 million. The increased treasury bond issesaiin 2008 were intended to help develop the
domestic financial market and meet internal anérea debt obligations equivalent to 1.8% of GDORI(iding social security obligations), during ayea
in which the central government had a fiscal sigglquivalent to 5.2% of GDP.

In 2009 the Chilean Treasury launched two new ¥iwar series of bonds (BTP-5 and BTU-5) and issgeiheBTU-10. The bonds issued in
2009 were equivalent to US$1.9 billion; the BTP-&vequivalent to US$336 million; the BTU-5 was &glént to US$558 million; the BTP-10 was
equivalent to US$474; the BTU-20 was equivalerii8%$412 million; and the BTU-30 was equivalent tof4$4 million, resulting in an aggregate
amount of US$3.2 billion outstanding, or 1.8% of &@Proceeds from the increased treasury bond isesan 2009 were used to partially fund the 2009
fiscal deficit, which equaled 4.4% of GDP and tetigdly fund the repayment of internal and exterdabt obligations equivalent to 1.6% of GDP
(including social security obligations). These mstes were also intended to further develop theedtmfinancial market.
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In 2010, the Chilean Treasury launched a new sgganseries of bonds denominated in UF (BMUThe bonds issued in 2010 were equive
to US$6.9 billion; the BTP-10 was equivalent to 88%; the BTU-5, BTU-7, BTU-10 were equivalent to%$81 million, US$1.099 billion, US$1.557
billion, respectively; and the BTU-20 and BTU-30r@@ach equivalent to US$1.374 billion.

In 2011, the Chilean Treasury launched a new sgganseries of bonds (BTR-US$557 million denominated in pesos). The badssised fron
January 1, 2011 through June 30, 2011 were equivildJS$3.1 billion; the BTP-10 was equivalentx8$159 million; the BTU-5 was equivalent to
US$534 million, the BTU-7 and BTU-10 were each gglént to US$488 million; and the BTU-20 and BTU388re equivalent to US$455 million and
US$450 million, respectively.

In 2012, the Chilean Treasury launched a new twgesy series of bonds (BTP-20: US$228 million deimated in pesos). The bonds issued
from January 1, 2012 through June 30, 2012 wervelgnt to US$2.3 billion; the BTP-10 was equivalemUS$348 million; the BTU-5 was equivalent
to US$449 million; the BTU-7 was equivalent to U%3$2nillion; BTU-10 equivalent to US$423 million; duthe BTU-20 and BTU-30 were equivalent
to US$307 million and US$314 million, respectively.

The issuances since 2010 mainly were intendedrtbdudevelop the domestic financial market.
Debt Service and Debt Restructuring

Chile has a long-standing tradition of prompt seevif its external debt obligations, which wasiintpted only in the 1930s. The regional debt
crisis, which started in 1982, resulted in growimyvillingness on the part of foreign commercial ksto lend to the region. Reduced new lending fi
Chile to seek the rescheduling of certain obligaito commercial banks due in 1983 and 1984 aondt&in new loans from the banks. Chile agreed to
further reschedulings with the international bagkémmmunity in 1985 and 1987, which provided far tascheduling of the remaining medium-term
commercial bank loan amounts outstanding in 198BedChilean public and private financial sect@aspite the need to enter into these rescheduling
agreements, Chile did not fall into arrears in espf principal and interest payments during pesod.

In an effort to reduce its public sector exterratbidburden, Chile carried out two substantial dagfback operations during the second half of
the 1980’s. In 1985, the Chilean authorities prayatéd a debt conversion program (Chapters XVIIIdh¢t of the Central Bank’s International
Exchange Norms), which permitted foreign investorexchange Chilean external debt issued by Chiieancial institutions and Chilean public sector
companies for equity interests in Chilean comparkesm its initiation in 1985 until its discontintian in the mid 1990s, this debt conversion program
together with other debt reduction measures, regiilt debt reduction of more than US$11.5 billion.

Beginning in 1995, Chile began the process of prieygits public sector debt rescheduled in the 5&0d new debt borrowed at that time
together with debt incurred under IMF and World Bgnograms.

Over the period of 1989-2008, the central goverrirserviced the debt held with the Central Bank omeimated in UF and in dollars, with
different strategies, given the different situatidhat the country has experienced. Until 1994payt was generally limited to interest, with theuie of
an increase in the debt stock amounting to US$illi@rbbetween 1989 and 1994, due to the capitbmeof semiannual interest. From 1995 until 1999,
the central government reversed its previous mosiimortizing capital by US$1.6 billion, with abdetock reduction of US$956 million.

In 2007, the central government prepaid the lagshim dollars originally payable in 2013 and 2@hdl, in 2008, repaid the debt stock
denominated in UF.

Debt Record

Chile has regularly met all principal and interesligations on its external debt for over 50 years.
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Consolidated Internal and External Debt

The following table sets forth the consolidatedtdelet of financial assets) of non-financial pulditterprises for the periods indicated:

Consolidated Debt (Net of Financial Assets) of NoRinancial Public Enterprises® (in millions of pesos of each year)

Three

Months

Ended

As of December 31 March 31,

2007 2008 2009 2010 2011 2012
Total Financial Deb 4,315,74: 6,103,78: 6,021,19; 6,832,86! 8,131,77: 7,762,22;
Financial Debt, excluding central governm 4,186,081 5,980,81 5,907,21! 6,831,64. 8,131,701 7,762,14:
Short term(@ 356,65( 1,495,04. 607,13: 697,62t 1,269,80. 1,220,03
Long term® 3,829,43 4,485,77! 5,300,08. 6,134,01 6,861,89: 6,542,11.
Financial Debt with central governme(“) 129,66: 122,96° 113,97° 1,222 74 74
Financial Asset® 1,236,55 545,96: 548,35¢ 688,00 1,301,72. 1,139,11!
Net Financial Deb 3,079,19 5,557,82. 5,472,83I 6,144,85! 6,830,05; 6,623,10°
Excluding central governme 2,949,53I 5,434,85. 5,358,85! 6,143,63 6,829,97: 6,623,03:

(1) Excludes Banco Estado and Central B
(2) Includes short-term obligations with banks &indncial institutions and current maturities oé long-term obligations, obligations with the pabli

(bonds) and current maturities of lc-term providers credi
(3) Includes lon-term obligations with banks and financial institus, obligations with the public (bonds) and I-term providers credi
(4) Excludes tax on income and deferred ta
(5) Includes cash, term deposits, net negotiable desyrfinancial investments in pac
Source: Ministry of Finance.

The following tables set forth certain indebtednefsthe Central Bank and central government, asifipd, for the periods indicated:

Net Consolidated Debt of the Central Bank and Centll Government as a % of GDP

Three
Months
Ended
March 31,
2007 2008 2009 2010 2011@ 2012
Net Consolidated Del (12.9% (22.6% (12.0% (7.9% (10.9)% (9.2%

(1) Preliminary.
Source: Central Bank, Budget Office and Comptroller Gether
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Net Debt of Central Bank
(in millions of pesos of each year)

Three

Months

Ended

As of December 31 March 31,
2007 2008 2009 2010 2011 2012

Liabilities 9,332,04 12,574,87. 14,914,81 12,362,69 20,604,17: 18,171,06
Central Bank Notes and Bon® 7,757,76 10,616,95 11,579,17 8,915,69: 13,186,13 15,847,23
Fiscal Deposit: 158,18t 80,77: 246,73: 316,82 795,64( 277,96¢
Others@ 1,416,08! 1,877,15: 3,088,91. 3,130,16 6,622,39. 2,045,86.
Assets without subordinated de 9,151,07! 15,691,75 16,340,09 13,174,18 22,982,33 19,614,17
Net International Reserves (in US$ millic 16,91( 23,16: 25,37: 27,86¢ 41,97¢ 39,55:
Treasury Bills 68,77( - - - - -
Others® 697,93 1,120,12; 3,490,68 123,65: 1,091,791 243,83
Total Net Debt without subordinated dd2(@) 180,97: (3,116,88) (1,425,27) (811,499 (2,378,16) (1,443,10)

(1) Includes various notes and bonds of the CentrakBach as the PDBC, PRBC, BCP, BCU, BCD and otl

(2) Includes other deposits and obligations, recipragaéements and other securit

(3) Includes net internal credit, excluding fistainsfers, subordinated debt, SINAP obligations @oylilar capitalism, other securities from abroad,
contributions to international organizations andeotadjusted domestic securiti

Source: Central Bank.
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Central Government Total Net Debt
(in millions of pesos of each year)

Three
Months
Ended
As of December 31 March 31,
2007 2008 2009 2010 2011 2012
Debt in peso: 1,704,55! 2,768,09! 4,337,89! 7,889,10I 11,200,99 11,813,90
Treasury Bills with the Central Bar 68,77( — — — — —
Others® 1,635,78! 2,768,09! 4,337,89! 7,616,80! 10,766,65 11,379,56
Assets in pesc 4,699,39 5,333,18 5,850,34. 6,885,99° 9,408,29! 10,359,42
Assets in pesos, without public enterpri® 4,569,73: 5,210,21. 5,736,36' 6,884,77! 9,408,211 10,359,35
Central Bank Deposit 282 32 17,19¢ 69,09: 125,98: —
Financial debt of public enterprises with the Calr
governmen 129,66: 122,96° 113,97° 1,22: 74 74
Net debt in pesa® (2,994,83) (2,565,081 (1,512,449 1,003,10: 1,792,70: 1,454,47
Debt in U.S. dollars (in US$ millior 3,65¢€ 2,93t 2,53( 3,61« 4,44¢ 3,762
Treasury Bills with the Central Bank (in US$
million) — — — — — —
External Debt (in US$ million 3,65¢€ 2,93t 2,53( 3,51« 4,44¢ 3,762
Assets in U.S. dollars, Central Bank DepoSké&n
US$ million) 21,26¢ 27,60: 19,63 22,307 27,92( 28,15(
Net debt in U.S. dollars (in US$ milliol (17,609 (24,667 (17,107 (18,799 (23,477 (24,38%)
Total Financial Deb 3,517,35! 4,614,49 5,619,22: 9,5635,01 13,520,20 13,656,58
Total Financial Asset 15,243,08 22,697,95 15,793,12 17,333,90 23,967,67 24,146,13
Total Net Financial Dek (11,725,72)  (18,083,45) (10,173,90) (7,798,89)  (10,447,47)  (10,489,55)

(1) Includes Corfo

(2) Itdoes not include assets of the old scholarsyspesn.

(3) Includes QOil Stabilization Fund, Copper StabilinatFund, Infrastructure Fund and governmental @eposits
Source: Central Bank, Budget Office and Comptroller Gaherf the Republic.

Public Debt Statistics
Public Debt Report
On October 23, 2003, the Ministry of Finance redebihe third report on public debt records, conmtgmlata on the assets and liabilities of the
central government, the Central Bank and othewraglepublic institutions for the period between 2@#d June 2002. The first two reports were reti
in November 2002 and March 2003, respectively. €heports are the result of a compilation and syatzation of data that was contained in several
previous publicly available reports.

Since then, the trend has been to increase thedney of the publication of these pro-transparaepprts. In fact, during 2004 and 2005
semiannual reports were published, and since 2Q@terly reports have been published.

Central Government Indebtedness
The most widely used international indicator of gmumental liabilities is the item called “generavgrnment indebtedness,” which includes
both “central government liabilities” and “local\ggrnment authorized liabilities.” Because in Chitesal governments are not authorized to incur any

financial indebtedness, the general and centradgouent liabilities are treated as one item. Asafch 31, 2012 central government liabilities egdal
10.5% of GDP.
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The level of general government liabilities is aatadequate indicator of Chile’s financial soundnéscause it does not take account of the
government’s financial assets. “Central governnmentndebtedness” is used to appropriately meakergovernment’s financial position. This figure
shows the difference between public debt and firrdassets, i.e., deposits in current account® tieposits and fixed income investments. Equity
investments and loans granted by the central gaovenhare disregarded, because it is very diffituliave an accurate economic valuation of them. Net
central government indebtedness totaled (13.0)%P as of December 31, 2007, and (8.7)% of GDBf &&cember 31, 2011. This increase is lan
due to the growth in the gross public debt, whiz$erfrom 3.9% of GDP in 2007 to 11.2% of GDP in20despite the growth in the government’s
financial assets, which rose from 16.9% of GDPGA2to 19.9% of GDP in 2011.

Central Bank Debt and Consolidated Debt

The Central Bank has been an autonomous institsticse 1989. It has not engaged in quasi-fiscakations since then. During the financial
crisis experienced in Chile in 1983 and 1984, teatéal Bank engaged in a series of quasi-fiscabastn order to rescue the financial system. As a
result, important changes in the level and comjusitf its assets and liabilities occurred, sigrdfitly affecting its current levels of global indetness.

The main liabilities of the Central Bank are itsagantees of public deposits and the securitieeisby the bank itself. The Central Baskhain
assets are the international reserves of the pulificthe bank, and the notes delivered to it ydbvernment in connection with the financial erisf
1983. As of December 31, 2008, the government loadiebt owing to the Central Bank (SeBébt Service and Debt Restructurif)g

As of December 31, 2011, the assets of the Celdtnak were greater than its liabilities, resultingiiegative net indebtedness equivalent to
(2.0)% of GDP. In 2009 and 2010, the Central Baad het indebtedness of (1.5)% and (0.7)% of GDéheetively. The consolidated indebtedness,
including public sector liabilities and Central Baaebt (including the result of the quasi-fiscalnsactions mentioned above), is considered a &igntf
macroeconomic indicator. This debt interacts wlth €conomy in two ways: (i) it reflects paymenkrishich is virtually zero given the low level of
public liabilities, and which explains the minorssgmic risk, low domestic interest rates and highidlity and growth that have tended to characeeriz
the Chilean system; and (ii) in order to meetriteriest payment obligations, resources must be theg¢dould otherwise be used for public investment
financing. The net consolidated debt of the cemfoalernment and the Central Bank as of Decembe2(®l1 was (10.7)% of GDP compared to (22.6)%
as of December 31, 2008 and (5.8)% as of Decenthe2(®6.

Other Assets and Liabilities

The public debt report also includes informationatthe net indebtedness of public enterprisessanil security debt, which is not
consolidated with the rest of the public debt fooromic and statistical reasons.

The financial indebtedness of state-owned compaotated approximately 6.8% of GDP as of Decemider2®11, compared to 6.2% of GDP
as of December 31, 2009 and 4.8% as of Decemb@0BY, Since these companies are managed undécya @igpublic interdependence, they are
responsible for meeting their financial liabilitiesing their own assets, revenues and net wortly. i@rexceptional circumstances and upon authaom
provided by law, will the state guarantee such @éi#re a public comparny’assets are not sufficient to cover its liabgitiAs of December 31, 2011,
total amount of public guarantees totaled 1.5% BPGas compared with 8.2% of GDP in 1992, 0.9%08® 1.4% in 2005 and 1.7% in 2008.

Under the social security system, Chile maintaarsain liabilities to workers who changed from tiié pension system to the new private one.
The government pays this debt directly to the iilial pension fund account when each worker retifae government estimates that this liability
equals 4.7% of GDP, as of December 31, 2011. Téti$ @ill be paid progressively as the workers whotdbuted to the old pension system retire. See *
Monetary and Financial Syste— Pension Funds and the Chilean Pension System
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DESCRIPTION OF THE SECURITIES

This prospectus provides a general descriptiorhefdebt securities and warrants that Chile mayroffach time Chile sells securities, Chile
will provide a prospectus supplement that will @ntspecific information about the terms of thdedhg. The prospectus supplement may also add,
update or change information contained in this p@sus. If the information in this prospectus dgffrom any prospectus supplement, you should rely
on the updated information in the prospectus supplie.

Debt Securities

Chile will issue the debt securities under the @himended and Restated Fiscal Agency Agreemert datof August 5, 2010, between Chile
and The Bank of New York Mellon, as fiscal agehé Third Amended and Restated Fiscal Agency Agmeeareit may be amended from time to time,
is referred to herein as the fiscal agency agregmen

The following description is a summary of the miatgarovisions of the debt securities and the fismgency agreement. Given that it is only a
summary, the description may not contain all ofitifermation that is important to you as a potehifevestor in the debt securities. You should réesd
fiscal agency agreement, the form of debt secarétttached at the end of the fiscal agency agreeamahthe applicable prospectus supplemer
making your decision on whether to invest in thiet decurities. Chile has filed or will file copie§these documents with the SEC and at the offitieeo
fiscal agent in The City of New Yo
General

The prospectus supplement relating to any seriegloff securities offered will include specific ternelating to the debt securities of that series.
These terms will include some or all of the follogi

. the title;

. any limit on the aggregate principal amount;
. the issue price;

. the maturity date or dates;

. if the debt securities will bear interest, the ret rate, which may be fixed or floating, the daben which interest will accrue, the interest
payment dates and record dates for these inteagaignt dates

. any index Chile will use to determine the amounprficipal or any premium or interest payments;

. the place or places where principal, interest ghdrgpayments (if any) with respect to the seasitvill be paid;
. the form of debt security (global or certificatetaegistered or bearer);

. any mandatory or optional sinking fund provisions;

. any provisions that allow Chile to redeem the d®nturities at its option;

. any provisions that entitle you to early repaynardll or a portion of the debt securities at yoption;
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. the currency in which the debt securities are dénated and the currency in which Chile will makegpents;
. the authorized denominations;

. any additional covenants or agreements of Chilesarydadditional events that automatically acceégrat that give you the right to
accelerate, the maturity of your debt securitiest

. any other terms of the debt securities that dacooflict with the provisions of the fiscal agenayreement.

Chile may issue debt securities in exchange foeradlebt securities or which are convertible inter bt securities. The specific terms of the
exchange or conversion of any debt security andi¢fee security to which it will be exchangeableonverted will be described in the prospectus
supplement relating to the exchangeable or corlertiebt security.

Chile may issue debt securities at a discount béthaiv stated principal amount, bearing no intecgshterest at a rate which at the time of
issuance is below market rates. Chile may alsceisgt securities that have floating rates of @gebut are exchangeable for fixed rate debt Sgesiri
Chile will describe the U.S. federal income tax ®®iuences and other relevant considerations iprdspectus supplement for any such offering.

Chile is not required to issue all of its debt s@ms under the fiscal agency agreement and tluspectus, but instead may issue debt securities
other than those described in this prospectus usttier fiscal agency agreements and documentaktwat. documentation may contain terms different
from those included in the fiscal agency agreeraedtdescribed in this prospectus.

Status of the Debt Securities

The debt securities will be direct, unconditionatlainsecured obligations of Chile, backed by tiiefdith and credit of Chile (e.g., its tax
revenues and general funds).

The debt securities will rank at all times at leagtial in right of payment among themselves witlofaChile’s existing and future unsecured
and unsubordinated external indebtedness. Fopthose, “external indebtedness” means all obbgatof Chile or guaranteed by Chile for borrowed
money or evidenced by bonds, notes or similarumsénts denominated or payable in a currency otfzar Chilean pesos, including those which at the
option of any holder are so denominated or payable.

Form and Denomination
Unless otherwise provided in the prospectus supgierior an offering, Chile will issue debt secrdti

. denominated in U.S. dollars;

. in fully registered book-entry form;

. without coupons; and

. in denominations of $1,000 and integral multipl&€$b,000.

Debt securities in book-entry form will be repretgehby one or more global securities registeretiénname of a nominee of DTC. Beneficial
ownership interests in a global security will obly recorded on, and transferred through, the reaoantained by DTC and its participants, including
the depositaries for Euroclear System and Cleansti®ankingsociété anonymgClearstream, Luxembourg).
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Unless otherwise specified in the applicable prosgesupplement, Debt Securities in physical, fieatied form will be issued only in exchar
for interests in a global security in certain liedtcircumstances described below under “Certifc&ecurities.”

Payments of Principal and Interest

Unless otherwise provided in the applicable prospesupplement, Chile will make payments of priatipgf and interest on the debt securities
in U.S. dollars through the fiscal agent to DTCil€kxpects that payments to holders will be madacicordance with the procedures of DTC and its
direct and indirect participants. Neither Chile tiwe fiscal agent will have any responsibility iability for any of the records of, or payments redy,
DTC or any failure on the part of DTC in making pants to holders from the money it receives.

If any date for an interest or principal paymenrd iday on which banking institutions in The CityNgw York or in the city where the relevant
paying agent or transfer agent is located are aigtwbor obligated by law to be closed, Chile wwilhke the payment on the following banking day i th
respective city. No additional interest on the dsturities will accrue as a result of this delapayment.

Any money that Chile pays to the fiscal agent cang paying agent for the payment of principalneiest on the debt securities that remains
unclaimed for two years after the payment was cakpamid by Chile will be returned to Chile. Aftemdls, the holder of the debt security may only look
to Chile for repayment. Chile’s obligation to payerest or principal on the debt securities withegn unchanged as a result of such a return of yntne
Chile.

In the event debt securities in physical, certtficbform are issued, payments of interest on eabhskcurity, other than interest payable at
maturity, will be made on each interest paymeng digtcheck mailed to persons registered as hobitetie fifteenth day immediately preceding the
interest payment date, except that persons hokifepst US$1,000,000 principal amount of debt stes can request up to 15 days prior to an irstere
payment date that an interest payment be made feyti@insfer to a bank account designated by thdehoPayments of principal will be made in the
same manner, except that any holder may requesigrayof principal by wire transfer.

Chile and the fiscal agent may treat the persamhiose name a debt security is registered as therowirihat security for the purpose of
receiving payments of principal and interest ondbbt securities and for all other purposes.

Redemption, Repurchase and Early Repayment

Unless otherwise provided in the applicable progpgesupplement, the debt securities will not beeeadable before maturity at the option of
Chile or repayable before maturity at the optiohaf holder. Nevertheless, Chile may at any tinpeirehase the debt securities at any price in tle@ op
market or otherwise. Chile may hold or resell thewsities it purchases or may surrender them tdishal agent for cancellation.

Additional Amounts

Chile will make all principal and interest paymeatsthe debt securities without deducting or witdiray any present or future taxes, duties,
assessments or other governmental charges imposedex by Chile or any political subdivision @xing authority thereof, unless the deduction or
withholding is required by law. Chilean law curdgmequires Chile to deduct or withhold taxes ie ttase of payments of interest to holders thahatre
resident or domiciled in Chile. However, Chile wilhy the holders the additional amounts requireshure that they receive the same amount as they
would have received without this withholding or detion. We refer to such amounts as “Additional Amts”. Any new withholding, deduction or otr
taxes imposed by Chile in the future will also gise to payment of Additional Amounts.
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Chile will not, however, pay any Additional Amouritsrespect of debt securities in connection witli tax, assessment or other governmental
charge that is imposed due to any of the following:

. the holder has some connection with Chile othen tharely owning the debt security or receiving pifial and interest payments on it; or

. the holder does not present (where presentmeatisred) its debt security within 30 days afterl€imakes a payment of principal or
interest available, except to the extent that sagkhassessment or charge is not caused by the.

Chile will pay any present or future stamp, courtlocumentary taxes or any exercise or propertysasharges or similar levies which arise in
Chile or any political subdivision or taxing authprthereof in connection with the debt securitiébile will also indemnify the holders against any
administrative, excise or property taxes resulfimogn any enforcement of Chile’s obligations undeg tiebt securities following an event of default.

Negative Pledge Covenant

Chile will not grant or allow any lien to be placed its assets or revenues as security for ang @iublic external indebtedness unless it
contemporaneously grants or allows a lien thatiges/security on the same terms for Chile’s obidgyest under any debt securities.

For this purpose:

. a “lien” means any lien, pledge, mortgage, secunitgrest, deed of trust, charge or other encunteran preferential arrangement which
has the practical effect of constituting a securitgrest with respect to the payment of any oltlige with or from the proceeds of any
assets or revenues of any kind whether in effe¢herdate of the fiscal agency agreement or atiaxg/thereafter, an

. "public external indebtedness” is external indebt=s (as described above und&tétus of the Debt Securiti8sthat is in the form of, or
represented by, bonds, notes or other securitegsatie or may be quoted, listed or ordinarily pasgd or sold on any stock exchange,
automated trading system or o-the-counter or other securities mark

However, Chile may grant or agree to certain paeditypes of liens as described below:

. any lien on property to secure public external btddness arising in the ordinary course of busiteefisance export, import or other tre
transactions, which matures, after giving effechltoenewals and refinancings, not more than g wfter the date on which this type of
public external indebtedness was originally incdy

. any lien on property to secure public external btddness incurred to finance Chile’s acquisitiosanstruction of the property, and any
renewal or extension of the lien which is limitedthe original property covered by it and whichwses any renewal or extension of the
original financing without any increase in the ambaof the lien;

. any lien on property arising by operation of any la force as of the date of this Prospectus imeation with public external
indebtedness, including without limitation any figh setoff with respect to demand or time deposits maimgdiwith financial institution
and bankers’ liens with respect to property heldibgncial institutions, which in each case areas#ed with or delivered to the financial
institutions in the ordinary course of the depa’s activities;
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. any lien existing on property at the time of acgige and any renewal or extension of that lienethis limited to the original property
covered by the lien and which secures any renemaktension of the original financing secured by lilkn at the time of the acquisition
without increase in the amount of the original sedufinancing

. any lien in existence as of the date of the fisggncy agreement; and

. any lien securing public external indebtednessriclfor the purpose of financing all or part o tosts of the acquisition, constructiol
development of a project, provided that (a) thelam of the public external indebtedness agreienibtheir recourse to the assets and
revenues of the project as their principal soufaepayment and (b) the property over which the iegranted consists solely of the as
and revenues of the proje

Events of Default

Unless otherwise specified in a prospectus suppigreach of the following is an event of defaulttwiespect to a series of the debt securities:

1. Non-Payment: Chile’s failure for a period of 30 dagsiake a payment of principal or interest whenauany debt security of that
series; ol
2. Breach of Other Obligations: Chile’s failuredioserve or perform any of its covenants or oblayagiunder that series of the debt

securities or the fiscal agency agreement for @ dallowing written notice to Chile to remedy tfalure by the fiscal agent or
persons holding debt securities representing 258%eofggregate principal amount of the debt seeasrilf the affected series
outstanding; o

3. Cross Default
. Chile’s failure beyond the applicable grace petmdhake any payment when due on any public exténdebtedness in
principal amount greater than or equal to US$2Q@@® or
. acceleration on any public external indebtedne<3hiie in principal amount greater than or equadl&$20,000,000 due to an
event of default, unless the acceleration is refdror annulled; ¢

4. Moratorium: Chile or certain Chilean courts declargeneral suspension of payments or a moratoriupagment of its public exterr
indebtedness; ¢

5. Validity: Chile or any governmental entity of i&hwhich has the legal power to contest the validf the debt securities contests the
validity of the debt securities of that series ity &ype of formal proceedin

If any of the above events of default occurs armbigtinuing, persons holding and representingaatl25% of the aggregate principal amour
the then outstanding debt securities of the aftesaries may declare all the debt securities dfgbdes to be due and payable immediately. Ircdse o
an event of default described in paragraphs laiyave, each affected holder may declare the pahaimount which it holds to be immediately due and
payable. The declarations referred above shall &genby giving written notice to Chile with a copythe fiscal agent.
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Holders of debt securities representing in the egate at least 50% of the aggregate principal atafithe then outstanding securities of any
series may waive any existing defaults, and themsequences, on behalf of all holders of suchséfie

. following the declaration of the debt securitieg dund payable immediately, Chile deposits withfibeal agent a sum sufficient to pay all
outstanding amounts then due on the debt secuoititst series, other than amounts due solelyusexaf the declaration; ai

. all other defaults have been remedied.
Fiscal Agent

The fiscal agency agreement establishes the olgigaand duties of the fiscal agent, the rightemnification of the fiscal agent and the
liability and responsibility, including limitationsn liabilities and responsibilities, for actiotmat the fiscal agent takes. The fiscal agent igledto
enter into business transactions with Chile witheedounting for any profit resulting from thesensactions.

Chile may replace the fiscal agent at any timejesulio the appointment of a replacement fiscahage addition, Chile may appoint different
fiscal agents for different series of debt secesitiThe fiscal agent is not a trustee for the hieldédebt securities and does not have the same
responsibilities or duties to act for such holdessvould a trustee. Chile may maintain deposit aetoand conduct other banking and financial
transactions with the fiscal agent.

Paying Agents; Transfer Agents; Registrar

Chile may appoint paying agents, transfer agendsr@gistrars with respect to any series of dehtrses, which will be listed at the back of t
applicable prospectus supplement. While Chile mang time appoint additional or replacement payiggnts, transfer agents and registrars, it will,
however, maintain a paying agent and a registrahim City of New York until the debt securities giadd.

In addition, Chile will maintain a paying agent antransfer agent in Luxembourg with respect tosernjes of the debt securities listed on the
Luxembourg Stock Exchange so long as the rulesef.tixembourg Stock Exchange so require. Chilegvdimptly provide notice of the termination,
appointment or change in the office of any payiggrd, transfer agent or registrar acting in corinaatith a series of the debt securities.

Meetings, Modifications and Amendments

The debt securities contain a collective actiomséawith provisions regarding future modificatiaagheir terms. These provisions are
described below.

Chile may call a meeting of the holders of the deuiurities of a series at any time regarding igwf agency agreement or such debt secut
Chile will determine the time and place of the nregtind will notify the holders of the time, plaaed purpose of the meeting not less than 20 and not
more than 180 days before the meeting.

In addition, the fiscal agent will call a meetinfgtioe holders of a series of debt securities aligsretion or if the holders of at least 10% a th
aggregate principal amount of the outstanding debtirities of such series have delivered a writtgest to the fiscal agent setting forth the actieey
propose to take. The fiscal agent will notify thaders of the time, place and purpose of any mgetailed by the holders not less than 20 and neemo
than 180 days before the meeting.
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Only holders of debt securities of a series ani firexies are entitled to vote at a meeting ofleo$ of such debt securities. Holders or proxies
representing a majority of the aggregate princgpabunt of the outstanding debt securities of @&sewill normally constitute a quorum. However, if a
meeting is adjourned for a lack of a quorum, theldérs or proxies representing not less than 25%e@fggregate principal amount of the outstanding
debt securities of such series will constitute argm when the meeting is rescheduled. For purposasneeting of holders that proposes to discuss
reserved matters, which are specified below, hsldeproxies representing not less than 75% oatggregate principal amount of the outstanding debt
securities of a series will constitute a quorume Tikcal agent will set the procedures governirgdbnduct of any meeting.

Chile and the fiscal agent may modify or amendténms and conditions of the debt securities ofrees®r the fiscal agency agreement if such
changes are agreed to, at any meeting of holdemsvariting, by persons holding debt securitiesresgenting at least 50% of the aggregate principal
amount of the then outstanding debt securitieb®ftffected series.

However, the holders of not less than 75% of thggegpate principal amount of the outstanding debaisées of any series, voting at a meeting
or by written consent, must consent to any amentimawdification, change or waiver with respecthie tlebt securities of the relevant series that e

change the due dates for the payment of principat mterest on that series of debt securities;
reduce any amounts payable on that series of éebtities;

reduce the amount of principal payable upon acatter of the maturity of that series of debt se@si
change the payment currency or places of paymenh#&b series of debt securities;

permit early redemption of that series of debt sées or, if early redemption is already permittedt a redemption date earlier than the
date previously specified or reduce the redempiiice;

reduce the percentage of holders of that serideloff securities whose vote or consent is needathend, supplement or modify the fiscal
agency agreement (as it relates to that serieslufskcurities) or the terms and conditions of slesies of debt securities or to take any
other action with respect to that series of debtigges or change the definition “outstandin” with respect to that series of securiti
change Chile’s obligation to pay any additional amis;

change the governing law provision of that serfededt securities;

change the courts to the jurisdiction of which €libs submitted, Chile’s appointment of an agaensdovice of process with an office in
New York or Chil¢s waiver of immunity, in respect of actions or peedings brought by any holder based upon the ratedescribed in
this fiscal agency agreeme

in connection with an exchange offer for the dedniusities of that series, amend any event of detauder the debt securities of that sel
or

change the status of the debt securities of assexgedescribed undeDescription of Securities — Debt Securities — StatiDebt
Securities.”

We refer to the above subjects as “reserved mat#eshange to a reserved matter, including thenparyt terms of the debt securities of a
series, can be made without your consent, as lsrgsaipermajority of the holders of that serieat(ih the holders of at least 75% of the aggregate
principal amount of the outstanding debt securitiethat series) agrees to the change.
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No consent of the holders is or will be requireddny modification, amendment or change requesyedHile or the fiscal agent to:
. add to Chile’s covenants for the benefit of thedleos;

« waive any right or power of Chile;

. provide security or collateral for the debt sedesit

. cure any ambiguity, or correct or supplement arfeateve provision of the fiscal agency agreement; o

. change the terms and conditions of the securitiéseofiscal agency agreement in any manner whigle@nd the fiscal agent mutually
deem necessary or desirable so long as any chérigis type will not adversely affect the interesfsany holder of the affected securiti

For purposes of determining whether the requiredgrgage of holders of any series of debt secsriitées approved any amendment,
modification or change to, or waiver of, the dedtigities of that series or the fiscal agency agesd, or whether the required percentage of holdass
delivered a notice of acceleration of the debt gees of that series, debt securities of thatesedwned by Chile or any other obligor on those deb
securities or by any person directly or indireabntrolled by Chile, or controlling or controlleg br under direct or indirect common control withya
other obligor on those debt securities will be eligrded and deemed not to be outstanding, excaphtdetermining whether the fiscal agent shall be
protected in relying upon any amendment, modifargtchange or waiver, or any notice from holdendy debt securities of that series that the fiscal
agent knows to be so owned shall be so disregafdedsed in this paragraph, “contralieans the power, directly or indirectly, throughk twnership ¢
the voting securities or other ownership intereststherwise, to direct the management of or eeetppoint a majority of the board of directorotrer
persons performing similar functions in lieu of,ioddition to, the board of directors or a cogtimn, trust, financial institution or other entity

Replacement, Exchange and Transfer of Debt Securés

Under certain limited circumstances, beneficia¢iasts in any global security representing dehiréges may be exchanged for physical debt
securities. See Certificated Securities' If Chile issues physical debt securities, thédeo may present its debt securities for exchanige debt
securities of a different authorized denominattoggether with a written request for an exchangéheabffice of the fiscal agent in The City of New
York, or at the office of any paying agent. In ditdi, the holder of any physical debt security nraynsfer it in whole or in part by surrenderingtitany
of these offices together with an executed instmtroétransfer. Chile will not charge the holdeos the costs and expenses associated with the
exchange, transfer or registration of transfehefdebt securities. Chile may, however, chargétieers for certain delivery expenses as well s an
applicable stamp duty, tax or other governmentalgés. The fiscal agent may reject any requestriaxchange or registration of transfer of any debt
security made within 15 days of the date for anynpent of principal of or interest on the debt ségur

If a physical debt security becomes mutilated, cefia destroyed, lost or stolen, Chile may issud,the fiscal agent will authenticate and
deliver, a substitute debt security in replacemieneach case, the affected holder will be requiceftirnish to Chile, the fiscal agent and certatimer
specified parties an indemnity under which it \aijree to pay Chile, the fiscal agent and certdirrogpecified parties for any losses they may suffe
relating to the debt security that was mutilatezfaded, destroyed, lost or stolen. Chile and theafiagent may also require that the applicanieptes
other documents or proof. The affected holder beéllrequired to pay all expenses and reasonablgehassociated with the replacement of the
mutilated, defaced, destroyed, lost or stolen debtirity.
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Notices

Chile will publish notices to the holders of debtasrities in a leading newspaper having generallgtion in London, currently expected to be
theFinancial Times Chile will also publish notices to holders ineadling newspaper having general circulation in uixeurg while any series of the
debt securities remains listed on the LuxembouoglSExchange and the rules of that exchange saree@hile expects that it will make such
publications in thé.uxemburger Wort A notice will be deemed given on the date ofiitst publication.

In addition to the above, Chile will mail noticesholders at their registered addresses. So lo@DJr&s or its nominee, is the registered holder
of a global security or securities, each personiogva beneficial interest in the global securitysecurities must rely on the procedures of DTC to
receive notices provided to DTC. Each person owaibgneficial interest in a global security or s@ms that is not a participant in DTC must rely o
the procedures of the participant through whichpgéeson owns its interest to receive notices pexvid DTC.

Further Issues of Debt Securities

Without the consent of the holders, Chile may @eatd issue additional debt securities with theesearms and conditions as an outstanding
series of debt securities (or the same exceph®Bpayment of interest scheduled on them and paidtp the time of their issue). Chile may condate
the additional debt securities to form a singléesewith an outstanding series of debt securities.

Limitation on Time for Claims

Claims against Chile for the payment of principairterest on the debt securities (including Adiial Amounts) must be made within five
years of the date on which the payment first becduee

Warrants

If Chile issues warrants, their specific terms Wi provided in a prospectus supplement, and aarmgreement or amendment to the fiscal
agency agreement and form of warrant will be fiteth the SEC. The following description briefly snamizes some of the general terms that apply to
warrants. You should read the applicable prospestysplement, warrant agreement and form of warksfore making your investment decision.

Chile may issue warrants separately or togethdr anty debt securities. All warrants will be issugdler a warrant agreement to be entered into
between Chile and a bank or trust company, which lngethe fiscal agent, as warrant agent. The potgpasupplement relating to the particular serfe
warrants will set forth:

. the initial offering price;

. the currency you must use to purchase the warrants;

. the title and terms of the debt securities or ottuersideration that you will receive on exercise¢haf warrants;

. the principal amount of debt securities or amodnttber consideration that you will receive on of the warrants;

. the exercise price or ratio;

. the procedures of, and conditions to, exercisb@ftarrants; the date or dates on which you mwestese the warrants;

« whether and under what conditions Chile may catieearrants;

. the title and terms of any debt securities issuigd thie warrants and the amount of debt secuiigigsed with each warrant;

. the date, if any, on and after which the warrants any debt securities issued with the warrantstraitle separately;
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. the form of the warrants (global or certificatedlaagistered), whether they will be exchangeableafmther form and, if registered, wh
they may be transferred and exchang

. the identity of the warranty agent;

. any special U.S. federal income tax consideratiand;

. any other terms of the warrants.

The warrants will be direct, unconditional and wnsed obligations of Chile and do not constituideintedness of Chile.
Global Securities

DTC, Euroclear and Clearstream, Luxembourg are unmteobligation to perform or continue to perforhretprocedures described below, and
they may modify or discontinue them at any timéhieChile nor the fiscal agent will be responsilibr DTC'’s, Euroclear’s or Clearstream,
Luxembour’s performance of their obligations under theiregland procedures. Additionally, neither Chile tize fiscal agent will be responsible for
the performance by direct or indirect participamistheir obligations under their rules and procedsr

Chile may issue the debt securities or warranthérform of one or more global securities, the awhig and transfer of which are recorded in
computerized book-entry accounts, eliminating teedhfor physical movement of securities.

When Chile issues global securities, it will depdis¢ applicable security with a clearing systeime §lobal security will be either registered in
the name of, or held in bearer form by, the cleapgystem or its nominee or common depositary. Wrdeglobal security is exchanged for physical
securities, as discussed below under “Certific&edurities”, it may not be transferred, except adhale, among the clearing system, its nominees or
common depositaries and their successors. Cleayistgms include The Depository Trust Company, knasyDTC, in the United States and Euroclear
System and Clearstream Bankisggiété anonymgnown as Clearstream, Luxembourg) in Europe.

Clearing systems process the clearance and settlerhglobal securities for their direct participsinA “direct participantis a bank or financii
institution that has an account with a clearingays The clearing systems act only on behalf of tfieect participants, who in turn act on behdlf o
indirect participants. An “indirect participant” &sbank or financial institution that gains acdesa clearing system by clearing through or maiitej a
relationship with a direct participant. EurocleadaClearstream, Luxembourg are connected to eder by a direct link and participate in DTC through
their New York depositaries, which act as linksaAmsn the clearing systems. These arrangementstparmio hold global securities through
participants in any of these systems, subject pticgble securities laws.

If you wish to purchase global securities, you naister be a direct participant or make your pusettarough a direct or indirect participant.
Investors who purchase global securities will iiblein in an account at the bank or financial ingtituacting as their direct or indirect participant

When you hold securities in this manner, you melst on the procedures of the institutions througticlv you hold your securities to exercise
any of the rights granted to holders. This is beeahe legal obligations of Chile and the fiscargun only to the registered owner or bearehef t
global security, which will be the clearing systenits nominee or common depositary. For exampieecChile and the fiscal agent make a payment to
the registered holder or bearer of a global segutiey will no longer be liable for the paymenten if you do not receive it. In practice, the cieg
systems will pass along any payments or noticesrieeive from Chile to their participants, whichilywass along the payments to you. In addition, if
you desire to take any action which a holder ofglobal security is entitled to take, then the dlggsystem would authorize the participant through
which you hold your global securities to take saction, and the participant would then either arifeoyou to take the action or would act for you on
your instructions. The transactions between yoal pdrticipants and the clearing systems will beegogd by customer agreements, customary practices
and applicable laws and regulations, and not bylegsl obligation of Chile or the fiscal agent.
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As an owner of securities represented by a glabalrity, you will also be subject to the followingstrictions:

« you will not be entitled to (a) receive physicalidery of the securities in certificated form or) (lave any of the securities registered in
your name, except under the circumstances desdéledv unde“ — Certificated Securitie”;

« you may not be able to transfer or sell your s¢i@srto some insurance companies and other iristigithat are required by law to own
their securities in certificated forr

« you may not be able to pledge your securitiesricuenstances where certificates must be physicalliyered to the creditor or the
beneficiary of the pledge in order for the pledgéé¢ effective; an

. clearing systems require that global securitiepurehased and sold within their systems using sdayefunds, for example by wire
transfer.

Cross-Market Transfer, Clearance and Settlement

The following description reflects Chile’s understiang of the current rules and procedures of DTGrd€lear and Clearstream Luxembourg
relating to cross-market trades in global secusti@hese systems could change their rules and guoes at any time, and Chile takes no responsbilit
for their actions or the accuracy of this descripti

It is important for you to establish at the timetloé trade where both the purchaser’s and sebecsunts are located to ensure that settlement
can be made on the desired value dage, the date specified by the purchaser and sellevtooh the price of the securities is fixed.

When global securities are to be transferred frdbT&€ seller to a Euroclear or Clearstream, Luxennpquurchaser, the purchaser must first
send instructions to Euroclear or Clearstream, mb@urg through a participant at least one busidagdefore the settlement date. Euroclear or
Clearstream, Luxembourg will then instruct its N¥ark depositary to receive the securities and nadgament for them. On the settlement date, the
New York depositary will make payment to the DTGCtjggpant through which the seller holds its setiesi, which will make payment to the seller,
the securities will be credited to the New York dgifary’s account. After settlement has been coteg|eEuroclear or Clearstream, Luxembourg will
credit the securities to the account of the paréint through which the purchaser is acting. Thisigges credit will appear the next day, Européare,
after the settlement date, but will be back-valtgethe value date, which will be the preceding dagttlement occurs in New York. If settlemenhist
completed on the intended value date, the secaidtiedit and cash debit will instead be valuedhatactual settlement date.

A participant in Euroclear or Clearstream, Luxemigoacting for the account of a purchaser of glaealurities, will need to make funds
available to Euroclear or Clearstream, Luxembonrgrder to pay for the securities on the value.dBte most direct way of doing this is for the
participant to preposition fundise., have funds in place at Euroclear or Clearstréareembourg before the value date, either from @ashand or
existing lines of credit. The participant may requhe purchaser to follow these same procedures.

When global securities are to be transferred frdBuaclear or Clearstream, Luxembourg seller tof& purchaser, the seller must first send
instructions to and preposition the securities \ititoclear or Clearstream, Luxembourg through &giaant at least one business day before the
settlement date. Euroclear or Clearstream, Luxemgbwill then instruct its New York depositary tcedit the global securities to the account of theCl
participant through which the purchaser is actind @ receive payment in exchange. The paymentailtredited to the account of the Euroclear or
Clearstream, Luxembourg participant through whigngeller is acting on the following day, but teeaipt of the cash proceeds will be back-valued to
the value date, which will be the preceding daseitlement occurs in New York. If settlement is cotpleted on the intended value date, the recgipt
the cash proceeds and securities debit will inskeadalued at the actual settlement date.
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Certificated Securities

Chile will only issue securities in certificatedfioin exchange for interests in a global secufity i

. in the case of a global security deposited witbrobehalf of a depositary, the depositary is urimglior unable to continue as depositar
is ineligible to act as depositary, and Chile doesappoint a successor depositary within 90 dé&gs the depositary notifies Chile or
Chile becomes aware of this situation

. an event of default with respect to the securitigsesented by a global security or securitiesoeasrred and is continuing.

In either of these cases, unless otherwise provitéte prospectus supplement for an offering, €hild the fiscal agent will issue certificated
securities:

. registered in the name of each holder;
. without interest coupons; and

. in the same authorized denominations as the gkdmalrities.

The certificated securities will initially be retgsed in the names and denominations requesteuebyepositary. You may transfer or exchange
registered certificated securities by presentirgrttat the corporate trust office of the fiscal dagéfhen you surrender a registered certificatedsic
for transfer or exchange, the fiscal agent wilhauticate and deliver to you or the transfereecar#tg or securities of the appropriate form and
denomination and of the same aggregate principabatras the security you are surrendering. Youmdgtlbe charged a fee for the registration of
transfers or exchanges of certificated securitiesvever, you may be charged for any stamp, taxtiserayovernmental charge associated with the
transfer, exchange or registration. Chile, thedlisgent and any other agent of Chile may treapéieon in whose name any certificated security is
registered as the legal owner of such securitafiquurposes.

If any registered certificated security becomesiletetd, destroyed, stolen or lost, you can haveptaced by delivering the security or the
evidence of its loss, theft or destruction to tisedl agent. Chile and the fiscal agent may requéreto sign an indemnity under which you agrepéap
Chile, the fiscal agent and any other agent forlasges they may suffer relating to the securigf thas mutilated, destroyed, stolen or lost. Céuild the
fiscal agent may also require you to present adloeuments or proof.

After you deliver these documents, if neither Chite the fiscal agent have notice that a bonapigtehaser has acquired the security you are
exchanging, Chile will execute, and the fiscal dgeili authenticate and deliver to you, a subsétsécurity with the same terms as the securityayeu
exchanging. You will be required to pay all expenapd reasonable charges associated with the eapésnt of the mutilated, destroyed, stolen or lost
security.

If a security presented for replacement has beqmagable, Chile in its discretion may pay the amsuhute on the security in lieu of issuing a
new security.

Governing Law; Jurisdiction
The fiscal agency agreement and any warrant agrgeaewell as any debt securities or warranteidsbereunder, will be governed by and

will be construed and interpreted according toléhreof the State of New York.
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The debt securities and the fiscal agency agreeprenide, and any warrants and warrant agreemdhpseivide, that Chile will appoint and
permanently maintain the person acting as or digig the function of the Consul General of Childhie City of New York, with an office on the date
of this Prospectus at 866 United Nations PlazagS01, New York, New York 10017. Such Consul Gahshall act as, and process may be served
upon Chile’s process agent in connection with aiiydjial action or proceeding commenced by any sgcholder, the fiscal agent, a warrant agent or
any underwriter arising out of or relating to tlercél agency agreement and any warrant agreenfianty,ias well as from any debt securities or
warrants, if any, issued thereunder, in any NewkYatate or federal court sitting in the City of N&ark, in either case in the Borough of Manhattie
City of New York, and any appellate court with gdiction over any of these courts.

The process agent will receive on behalf of Child &s property service of copies of the summorgs@mplaint and any other process, which
may be served in any action or proceeding arisirtgobor relating to the fiscal agency agreemert amy warrant agreement, if any, as well as frogn an
debt securities or warrants, if any, issued thedeurnin any New York state or federal court sittinghe City of New York, in either case in the Bogh
of Manhattan, The City of New York, and any apgelleourt with jurisdiction over any of these coullsie service of process may be made by officially
delivering a copy of the process to Chile, at ttidrass of the process agent, or by any other metaoditted by applicable law, but not by mail. In
addition, Chile will authorize and direct the presegent to accept such service on its behalf.

The provisions described above do not limit thétrigf any holder to bring any action or proceedigginst Chile or its property in the
competent courts of other proper jurisdictions parg to applicable law.

Chile is a foreign sovereign state. Consequeritipaly be difficult for holders of the securitiesdbtain judgments from courts in the United
States or elsewhere against Chile. Furthermonaait be difficult for investors to enforce, in thaitéd States or elsewhere, the judgments of United
States or foreign courts against Chile. Chile heenbadvised by Morales & Besa Limitada, Abogadpscisl Chilean counsel to Chile, that there is
doubt as to the enforceability of liabilities preatied solely upon the U.S. federal securities liavessuit brought in Chile and as to the enfordégbin
Chilean courts of judgments of U.S. courts obtaiimealctions predicated upon the civil liability pisions of the U.S. federal securities laws.

To the extent that Chile may be entitled, in amysjliction in which judicial proceedings may at dimge be commenced by a security holder,
the fiscal agent, the warrant agent or underwrieising out of or relating to the fiscal agencyesgnent and any warrant agreement, if any, asasell
from any debt securities or warrants, if any, isstheereunder, to claim for itself or its revenuesssets any immunity from suit, jurisdiction, atiement
in aid of execution of a judgment or prior to agutent, execution of a judgment or any other legat@ss with respect to its obligations under thed
agency agreement and any warrant agreement, ieanyell as from any debt securities or warrafigny, issued thereunder, and to the extent that in
any jurisdiction there may be attributed to Chiilss immunity (whether or not claimed) Chile wiltéwvocably agree not to claim and will irrevocably
waive this immunity to the maximum extent permitisdlaw, except for actions arising out of or basadhe U.S. federal securities laws or any state
securities laws. However, Chile will not waive imnity from attachment prior to judgment and attachtie aid of execution under Chilean law with
respect to property of Chile located in Chile arithwespect to its movable and immovable propettyctv is destined to diplomatic and consular
missions and to the residence of the head of tmés®ons or to military purposes, including anypedy, which is property of a military character or
under the control of a military authority or deferagency, or the rights and property of the Ceealk abroad, since this waiver is not permittedam
the laws of Chile. Chile agrees that the waiverscdbed in this provision are permitted under th8.Uroreign Sovereign Immunities Act of 1976 are
intended to be irrevocable for purposes of this Act

Chile reserves the right to plead sovereign imnyumitder the U.S. Foreign Sovereign Immunities Act@76 with respect to any action
brought against it under the U.S. federal secusriégvs or any U.S. state securities laws. In treeabe of a waiver of immunity by Chile with resptect
those actions, it would not be possible to obtaih®. judgment in an action brought against Childar the U.S. federal securities laws or statergess
laws unless a court were to determine that Chitetentitled under the Foreign Sovereign Immusifiet to sovereign immunity with respect to the
action.
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A final valid and conclusive judgment in any of thigove actions or proceedings will be conclusive may be enforced in other jurisdictions.

Chile will waive, to the fullest extent permittegl law, any requirement or other provision of lawlgr regulation or practice which requires or
otherwise establishes as a condition to the inifuprosecution or completion of any action asqeeding (including appeals) arising out of ortieta
to the fiscal agency agreement and any warraneaggat, if any, as well as from any debt securitiewarrants, if any, issued thereunder, the posiing
any bond or the furnishing, directly or indirectbf,any other security.

A final judgment obtained against Chile for the et of a fixed or readily calculable sum of moneydered by any New York State or
federal court sitting in the City of New York hagijurisdiction under its laws over Chile in an aatiarising out of the fiscal agency agreement anyd a
warrant agreement, if any, or the debt securitregarrants, if any, issued thereunder, can be eatbagainst Chile in the courts of Chile withouy an
retrial or re-examination of the merits of the arig action as long as the following conditions aret (the satisfaction or non-satisfaction of whiko
be determined by the Supreme Court of Chile):

. if there exists a treaty as to the enforcemenudfinents between Chile and the United States, tseaty will be applied. As at the date
hereof no such treaty exists between Chile andUtlited States

. if there is no treaty, the judgment will be enfatdkthere is reciprocity as to the enforcemenjudigments (i.e., a United States court
would enforce a comparable judgment of a Chileartaender comparable circumstance

. if it can be proven that there is no reciprocity fjadgment cannot be enforced in Chile;

. if reciprocity cannot be proven, the judgment Wil enforced if it has not been rendered by defaititin the meaning of Chilean law, that
is, if valid service of process was effected ugunparties to the action, unless the defendanpoare that it was prevented from assun
its defense. Under Chilean law, service of proegested through the mail is not considered prgevice of process and, consequently,
any judgment rendered in a legal proceeding in lvpiocess was served on the Republic by meangah#il may be effectively
contested by the Republic in Chile; &

. if the judgment is not contrary to Chilean publ@ipy and does not affect in any way propertiested in Chile, which are, as a matter of
Chilean law, subject exclusively to the jurisdictiof Chilean courts

Any treaty as to the enforcement of foreign judgtaemtered into in the future between Chile and Whited States of America could
supersede the foregoing.

To enforce in Chile a judgment of a New York Statdederal court sitting in The City of New Yorkn@ered in relation to any of the securiti
the fiscal agency agreement or any warrant agregeienjudgment must be presented to the Supremet GbChile, in a form complying with the
authentication requirements of Chilean law, inahgdan official translation of the same in SpanEhe Supreme Court will conduct a hearing limited to
enforcement and not the merits of the case.

If the Chilean Supreme Court orders Chile to makgnpent, it shall deliver notice to the MinistryEihance in this regard, with a copy of such
notice to the Council for the Defense of the S{a@ensejo de Defensa del EstadoCDE). After receiving a copy of such notice, President of the
Council for the Defense of the State shall reppthe Ministry of Finance to whom the payment mhestmade. The Ministry of Finance shall issue a
decree instructing the Chilean Treasumegoreria General de la Republizto make the payment.
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TAXATION

The following discussion provides a general sumnofigome of the primary tax consequences of puiehaswning or selling the debt
securities. For further information, you should saift your tax advisor to determine the tax consegas relevant to your particular situation. In
addition, you may be required to pay stamp taxesather charges under the laws of the country wiyerepurchase the debt securities. Chile does not
currently have a tax treaty in effect with the @ditStates.

Chilean Taxation

The following is a general summary of the matec@sequences under Chilean tax law, as currengfféct, of an investment in the debt
securities made by a “foreign holder.” For thisgnse, foreign holder means either: (i) in the adsan individual, a person who is neither a resiaem
domiciled in Chile (for purposes of Chilean taxatian individual holder is deemed a resident ofeCifihe or she has remained in Chile for more than
six months in one calendar year, or for more thham®nths in two consecutive calendar years); ipir(ithe case of a legal entity, a legal entitgttts
not domiciled in Chile even if organized under kies of Chile, unless the debt securities are assigo a branch, agent, representative or permanent
establishment of an entity in Chile.

Under Chilean income tax law, payments of inteneatle by Chile to a foreign holder of the debt siéiesrwill be subject to a Chilean interest
withholding tax assessed at a rate of 4.0%. Chitequired to withhold, declare and pay such wiliting tax. As described above, Chile has agreed,
subject to specific exceptions and limitationsp&y to the holders Additional Amounts in respecthef Chilean tax in order for the interest the ifgme
holder receives, net of the Chilean tax on interesime, to equal the amount which would have lyeeaived by the foreign holder in the absence ®
withholding. See ‘Description of the Securities — Additional Amoumsforeign holder will not be subject to any Chitewithholding taxes in respect
of payments of principal made by Chile with resgedhe debt securities.

Chilean income tax law establishes that a foreigdédr is subject to income tax on income from Ginleources. For this purpose, income from
Chilean sources means earnings from activitieop@ed in Chile or from the operation, sale or dgfon of, or other transactions in connection with
assets or goods located in Chile. Capital gainizezhon the sale or other disposition by a fordigider of the debt securities generally will net b
subject to any Chilean taxes provided that this salother disposition occurs outside of Chile éptdhat any premium payable on redemption of the
debt securities will be treated as interest angestilbo the Chilean interest withholding tax, asated above).

A foreign holder will not be liable for estate, giihheritance or similar taxes with respect tchitddings unless the debt securities held by a
foreign holder are either (i) located in Chilela time of foreign holder’s death or gift, or {fithe bonds are not located in Chile at the tiha @oreign
holder’s death, if the debt securities were puretlas acquired with income obtained from Chileamrses.

The issuance of the debt securities by Chile isnptdrom Chilean stamp, registration or similargsx
United States Federal Taxation

The following is a summary of certain United Stefexteral income tax consequences resulting fronptiiehase, ownership and disposition of
a debt security and does not purport to be a cdmemsve discussion of all the possible United Stéderal income tax consequences of the purchase,
ownership or disposition of the debt securitiessHummary is based on the United States federahme tax laws, including the Internal Revenue Code
of 1986, as amended (the “Code”), existing, tempoaad proposed regulations (“Treasury Regulatippsdmulgated thereunder, rulings, official
pronouncements and judicial decisions, all asfiactn the date of this prospectus and all of Wisie subject to change, possibly with retroactive
effect, or to different interpretations. It deatdyowith debt securities that are purchased asqdalte initial offering and are held as capitadets by
purchasers and does not deal with special clagsedders, such as brokers or dealers in secugti€sirrencies, banks, tax exempt organizations,
insurance companies, persons holding debt secudatiea hedge or hedged against currency risk@past of a straddle or conversion transaction, or
United States persons (as defined below) whosditurat currency is not the U.S. dollar. The tax ssquences of holding a particular debt security wil
depend, in part, on the particular terms of sudit decurity as set forth in the applicable prospesupplement. Prospective purchasers of debtites
should consult their own tax advisors concernirggadbnsequences, in their particular circumstangeder the Code and the laws of any other taxing
jurisdiction of the purchase, ownership and disjmsiof the debt securitie
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In general, a United States person who holds theskcurities or owns a beneficial interest indbbt securities will be subject to United St¢
federal taxation. You are a United States persob/foted States federal income tax purposes if y@u

. an individual who is a citizen or resident of theildd States,
. a corporation or other entity organized under #vesl of the United States or any state thereofeDiistrict of Columbia,
. an estate, the income of which is subject to Un8tades federal income taxation regardless obitsce, or

. a trust if (i) a United States court is able toreise primary supervision over the trust's admiaison and (ii) one or more United States
persons have the authority to control all of thes’s substantial decision

If a partnership (or other entity treated as arpaship for United States federal income tax puepbholds the debt securities, the United States
federal income tax treatment of partners in théngaship generally will depend on the activitiegted partnership and the status of the partner, and
special considerations may apply to your investsi@nthe debt securities. Prospective investorsatepartners in partnerships (or entities treated
partnerships for United States federal income tap@ses) should consult their own tax advisorsndigg the United States federal income tax
consequences to them of the purchase, ownershigispdsition of the debt securities.

If you are a United States person, the interestrgoaive on the debt securities (including AddigibAmounts) will generally be subject to
United States taxation and will be considered @udjninterest income on which you will be taxed ae@rdance with the method of accounting you
generally use for tax purposes. Interest paymémttugling Additional Amounts) will constitute incarfrom sources without the United States for
foreign tax credit purposes. Such income generaillyconstitute “passive category income.” If yorea United States person, withholding tax levigd b
the government of Chile will be eligible:

. for deduction in computing your taxable income, or
. at your election, for credit against your Unitedt8$ federal income tax liability, subject to getigrapplicable limitations and conditions.

The availability of the deduction or, if you eléothave the foreign taxes credited against youtddnbtates federal income tax liability, the
calculation of the foreign tax credit involves tiggplication of rules that depend on your particelecumstances. You should consult with your own ta
advisors regarding the availability of foreign tpedits and the treatment of Additional Amounts.

If you are a United States person, when you sethange or otherwise dispose of the debt secunt@msgenerally will recognize gain or loss
equal to the difference between the amount youzeeah the transaction and your tax basis in th® slecurities. Your tax basis in a debt security
generally will equal the cost of the debt secutgtyou. If you are an individual and the debt ségureing sold, exchanged or otherwise disposdd of
held for more than one year, you may be eligibteréaluced rates of taxation on any capital gaifize@ Your ability to deduct capital losses is jgab
to limitations.
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Gain or loss recognized by a United States perasgh®sale, redemption, retirement or other taxdlsiposition of the debt securities will
generally be United States-source gain or lossoftingly, if Chilean withholding tax is imposed tire sale or disposition of the debt securities, a
United States person may not be able to fullyadilis United States foreign tax credits in respéstuch withholding tax unless such United States
person has other foreign source income. You shoardult with your own tax advisors regarding theikability of foreign tax credits.

Under current United States federal income tax laygu are an individual, corporation, estaterast and are not a United States person, the
interest payments (including any Additional Amoyritst you receive on the debt securities genereillybe exempt from United States federal income
tax, including withholding tax. However, to receithis exemption you may be required to satisfyaiertertification requirements of the United States
Internal Revenue Service (the “IRS”) to establishittyou are not a United States person.

If you are not a United States person, any gainrgalize on a sale or exchange of the debt seesiginerally will be exempt from United
States federal income tax, including withholding, tanless:

« your gain is effectively connected with your contlota trade or business in the United States {faaud income tax treaty applies, it is
attributed to a United States permanent establisbmer

« you are an individual holder and are present inlthited States for 183 days or more in the taxgbhr of the sale or exchange, and either
(i) your gain is attributable to an office or ottixed place of business that you maintain in thtédl States or (ii) you have a “tax home”
in the United State:

The fiscal agent must file information returns witie IRS in connection with payments made to cefthiited States persons. You may also be
subject to information reporting and backup withthieg tax requirements with respect to the procéexs a sale of the debt securities. If you are a
United States person, you generally will not bgectito a United States backup withholding taxloese payments or proceeds if you provide your
taxpayer identification number to the fiscal agdéingou are not a United States person, in ordenvimid information reporting and backup withholding
tax requirements you may have to comply with cegtfon procedures to establish that you are ndnited States person.

A debt security held by an individual holder whdts time of death is a non-resident alien genewill not be subject to United States federal
estate tax.

European Union Directive on the Taxation of Savinggnhcome

Under Council Directive 2003/48/EC on the taxatidrsavings income (the “Directive”), each membatesbf the European Union (each a
“Member State”) is required to provide to the tateorities of another Member State details of paytsief interest or other similar income paid by a
person within its jurisdiction to, or secured bylsa person for, an individual beneficial owneidest in, or certain limited types of entity esiabed
in, that other Member State. However, for a tramsél period, Austria and Luxembourg will (unlesgidg such period they elect otherwise) instead
operate a withholding system in relation to sucynpents. Under such a withholding system, the beiadfowner of the interest payment must be
allowed to elect that certain provision of inforimatprocedures should be applied instead of wittingl. The rate of withholding is 35%. The
transitional period is to terminate at the endhef first full fiscal year following agreement byrtzén non-EU countries to exchange of information
procedures relating to interest and other similaoime.

A number of non-EU countries and certain dependeassociated territories of certain Member Statege adopted similar measures (either
provision of information or transitional withholdjhin relation to payments made by a person with@ir respective jurisdictions to, or secured bgtse
person for, an individual beneficial owner residientor certain limited types of entity establishieda Member State. In addition, the Member States
have entered into provision of information or trisinsal withholding arrangements with certain obsle countries and territories in relation to paytsen
made by a person in a Member State to, or secyreddh a person for, an individual beneficial owresident in, or certain limited types of entity
established in, one of those countries or tergsori

A proposal for amendments to the Directive has lpedatished, including a number of suggested changpsh, if implemented, would broad
the scope of the rules described above.
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PLAN OF DISTRIBUTION
General

Chile may sell the securities in any of three ways.

. through underwriters or dealers;

. directly to one or more purchasers; or

. through agents.

Each prospectus supplement will set forth, relatingn issuance of the Securities:

. the name or names of any underwriters or agents;

. the purchase price of the securities;

. the proceeds to Chile from the sale;

. any underwriting discounts and other items contstijuunderwriters’ compensation;

. any agents’ commissions;

. any initial public offering price of the securitjes

. any concessions allowed or reallowed or paid tdetdlegand

. any securities exchanges on which such securitasba listed.

If Chile uses underwriters or dealers in a saley thill acquire the securities for their own acctsuand may resell them in one or more
transactions, including negotiated transactiona, fated public offering price or at varying pricéstermined at the time of sale. Chile may offer th
securities to the public either through underwgtsyndicates represented by managing underwritedsextly through underwriters. The obligations of
the underwriters to purchase a particular offedhgecurities may be subject to conditions. Theeuwdters may change the initial public offerindgogr
or any concessions allowed or reallowed or paide@ers.

Chile may agree to indemnify any agents and undemsragainst certain liabilities, including liabi#s under the U.S. Securities Act of 1933.
The agents and underwriters may also be entitledmtribution from Chile for payments they makeatiglg to these liabilities. Agents and underwriters
may engage in transactions with or perform service€hile in the ordinary course of business.

Chile may not publicly offer or sell the securitiesChile unless it so specifies in the applicgiriespectus supplement.

Chile may also sell the securities directly or tigh agents. Any agent will generally act on a raabte best efforts basis for the period of its
appointment.

Chile may authorize agents, underwriters or deatesslicit offers by certain institutions to puedte a particular offering of securities at the

public offering price using delayed delivery cowotsa These contracts provide for payment and dgliga a specified date in the future. The applieabl
prospectus supplement will describe the commisgayable for solicitation and the terms and condgiof these contracts.
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Chile may offer the securities to holders of othecurities of Chile as consideration for Chile’sgiase or exchange of the other securities.
Chile may conduct such an offer either (a) throagiublicly announced tender or exchange offertferdther securities or (b) through privately
negotiated transactions. This type of offer maynbaddition to sales of the same securities udiegnethods discussed above.
Non-U.S. Offerings

Chile will generally not register under the U.Sc@&ties Act of 1933 the securities that it wilfef and sell outside the United States. Thus,

subject to certain exceptions, Chile cannot offel, or deliver such securities within the Unitedt8s or to U.S. persons. When Chile offers ossell
securities outside the United States, each undemar dealer will acknowledge that the securities:

. have not been and will not be registered unde6#wurities Act; and

. may not be offered or sold within the United Starsept pursuant to an exemption from, or in asaation not subject to, the registration
requirements of the Securities A

Each underwriter or dealer will agree that:

. it has not offered or sold, and will not offer @llsany of these non-SEC-registered securitiebiwithe United States, except pursuant to
Rule 903 of Regulation S under the Securities Aot}

. neither it nor its affiliates nor any persons agtim its or their behalf have engaged or will ergggigany directed selling efforts regarding
these securitie!
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OFFICIAL STATEMENTS
Information in this prospectus whose source istified as a publication of Chile or one of its ages or instrumentalities relies on the
authority of the publication as a public officiaaiment of Chile. All other information in this @@ectus and in the registration statement for the
securities that Chile has filed with the SEC iduded as a public official statement made on thaaity of Ignacio Briones, the Head of Interna@bn
Finance of the Ministry of Finance of Chile.
VALIDITY OF THE SECURITIES

The validity of the securities will be passed uponChile by Cleary Gottlieb Steen & Hamilton LL&pecial New York counsel to Chile, and
Morales & Besa Limitada, Abogados, special Chileannsel to Chile.

The validity of the securities will be passed upfonany underwriter or agent by New York and Chile@unsel identified in the relevant
prospectus supplement.

As to all matters of Chilean law, Cleary Gottliete&h & Hamilton LLP may rely upon the opinion of Mtes & Besa Limitada, Abogados.
AUTHORIZED REPRESENTATIVE
The authorized representative of Chile in the Whi¢ates of America is Julio Fiol Zufiiga, Consuh@ml of Chile in New York, whose

address is 866 United Nations Plaza, Suite 601, Xetk, NY 10017.
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GENERAL INFORMATION
Authorization

The Executive Power of Chile will authorize eacsusnce of the securities by Supreme Decree. Clillebtain all consents and authorizations
necessary under Chilean law for the issuance odebarities and has obtained all consents and azditions necessary for the execution of the fiscal
agency agreement.

Litigation

Except as described undeGbvernment Expenditures — Government Litigafiameither Chile nor the Ministry of Finance of Chigeinvolved
in any litigation or arbitration proceeding whichmaterial in the context of the issue of the séear Chile is not aware of any similarly material
litigation or arbitration proceeding that is perglior threatened.

Where You Can Find More Information

Chile has filed a registration statement for theusiéies with the SEC under the U.S. Securities &ct933. This prospectus does not contain all
of the information described in the registratiomtement. For further information, you should retethe registration statement.

You can request copies of the registration staténireciuding its various exhibits, upon paymentaluplicating fee, by writing to the SEC.
You may also read and copy these documents atBRes$ublic reference room in Washington, D.C. eerathe Internet at www.sec.gov.

SEC Public Reference Room
100 F Street, N.E.
Washington, D.C. 20549
http://www.sec.gov

Please call the SEC at 1-800-SEC-0330 for furthfermation.

As long as any series of the debt securities onvearyants are listed on the Luxembourg Stock Exgbayou may receive free of charge copies
of the following documents with respect to suchusities on any business day at the offices of tgng agents in Luxembourg:

. the Third Amended and Restated Fiscal Agency Agezerimcorporating the forms of the debt securities;
. the relevant warrant agreement;
. English translations of the relevant Supreme Deapd

. copies of the most recent annual economic repatthile.
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TABLES AND SUPPLEMENTAL INFORMATION

Direct Debt of the Government

External Medium- and Long-Term Direct Debt of the Central Government

Principal Amount
Outstanding as of

Year Year of June 30, 2012
Currency of Borrowing Interest Rate Issued Maturity (in millions of US$)
CRS Fixed 0.75% 1972 2022 0.7
Chilean Peso Fixed 5.5% 2011 2020 534.2
Chilean Peso Fixed 5.5% 2012 2020 317.9
Euro Fixed 0.75% 2013 2042 9.5
Euro Fixed 6.3% 2007 2012 1.7
Euro Fixed 2.0% 2004 2024 5.8
Euro Fixed 2.0% 2004 2023 5.8
Euro Fixed 2.0% 2011 2041 8.8
Euro Fixed 0.75% 2019 2048 6.2
Euro Fixed 5.49% 2014 2018 12.4
Euro Fixed 2.0% 2002 2023 0.1
Euro Fixed 2.0% 2003 2022 1.0
Euro Fixed 2.0% 2003 2023 0.1
Euro Fixed 2.0% 2003 2023 0.7
Euro Fixed 2.0% 2003 2023 0.3
Euro Fixed 2.0% 2002 2021 8.5
Euro Fixed 2.0% 2004 2023 9.0
Euro Fixed 2.0% 2006 2026 11.2
United States Dollar Fixed 1.75% 1992 2013 1.3
United States Dollar Fixed 1.75% 1993 2024 0.1
United States Dollar Variable BID F.U. USC 2012 2021 20.0
United States Dollar Variable BIRF Fixed Spread (F-USD) 2012 2022 24.1
United States Dollar Variable BIRF Fixed Spread (F-USD) 2012 2021 30.0
United States Dollar Fixed 2.75% 2009 2014 7.2
United States Dollar Fixed 2.25% 2014 2020 38.6
United States Dollar Fixed 2.25% 2015 2021 441
United States Dollar Fixed 1.25% 2001 2024 0.0
United States Dollar Fixed 0.50% 2006 2025 0.7
United States Dollar Fixed 0.50% 2006 2025 0.8
United States Dollar Fixed 0.50% 2007 2026 0.4
United States Dollar Fixed 0.50% 2005 2025 2.3
United States Dollar Fixed 0.50% 2006 2025 0.8
United States Dollar Fixed 0.50% 2006 2026 0.2
United States Dollar Fixed 0.50% 2007 2027 0.6
United States Dollar Fixed 0.50% 2008 2028 0.4
United States Dollar Fixed 0.50% 2007 2027 0.1
United States Dollar Fixed 0.50% 2007 2026 2.0
United States Dollar Fixed 0.50% 2007 2027 0.3
United States Dollar Fixed 0.96% 2005 2024 5.8
United States Dollar Fixed 0.96% 2005 2025 4.2
United States Dollar Fixed 0.96% 2006 2026 1.6
United States Dollar Fixed 0.96% 2007 2026 4.6
United States Dollar Fixed 0.96% 2007 2027 0.2
United States Dollar Fixed 0.96% 2008 2027 0.7
United States Dollar Fixed 0.96% 2004 2024 0.1
United States Dollar Fixed 0.96% 2005 2024 0.1
United States Dollar Fixed 0.96% 2006 2025 0.2
United States Dollar Fixed 0.96% 2006 2026 0.2
United States Dollar Fixed 0.96% 2007 2026 0.1
United States Dollar Fixed 0.96% 2007 2027 0.0
United States Dollar Fixed 0.96% 2004 2023 9.1
United States Dollar Fixed 0.96% 2006 2025 1.3
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Outstanding as of
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Year Year of June 30, 2012
Currency of Borrowing Interest Rate Issued Maturity (in millions of US$)

United States Dollar Fixed 0.96% 2006 2026 6.9
United States Dollar Fixed 0.96% 2007 2026 3.1
United States Dollar Fixed 0.96% 2004 2024 0.4
United States Dollar Fixed 0.96% 2005 2024 0.1
United States Dollar Fixed 0.96% 2005 2025 0.1
United States Dollar Fixed 0.96% 2005 2025 0.2
United States Dollar Fixed 0.96% 2006 2026 0.3
United States Dollar Fixed 0.96% 2007 2026 0.1
United States Dollar Fixed 0.96% 2007 2027 0.1
United States Dollar Fixed 0.15% 2009 2034 0.0
United States Dollar Fixed 0.15% 2010 2034 0.9
United States Dollar Fixed 0.15% 2010 2035 0.5
United States Dollar Fixed 0.15% 2011 2035 2.3
United States Dollar Fixed 0.15% 2011 2036 0.5
United States Dollar Fixed 0.15% 2012 2036 0.1
United States Dollar Fixed 0.15% 2009 2033 2.8
United States Dollar Fixed 0.15% 2012 2037 0.0
United States Dollar Fixed 0.15% 2008 2033 1.9
United States Dollar Fixed 0.15% 2009 2034 0.0
United States Dollar Fixed 0.15% 2010 2034 2.0
United States Dollar Fixed 0.15% 2010 2035 0.7
United States Dollar Fixed 0.15% 2011 2035 1.0
United States Dollar Fixed 0.15% 2011 2036 0.3
United States Dollar Fixed 0.15% 2012 2036 0.0
United States Dollar Fixed 0.15% 2012 2037 0.0
United States Dollar Fixed 0.15% 2013 2038 0.3
United States Dollar Fixed 0.15% 2013 2038 0.0
United States Dollar Fixed 5.5% 2003 2013 835.6
United States Dollar Fixed 3.875% 2011 2020 1,000.0
United States Dollar Fixed 3.25% 2012 2021 1,000.0
United States Dollar BID LBR (LIBOR BASIS RATE] 2001 2020 36.3
United States Dollar BID F.U. USD 2007 2026 212.6
United States Dollar BID F.U. USD 2005 2026 4.9
United States Dollar BID F.U. USD 2005 2026 23.0
United States Dollar BID F.U. USD 2007 2022 9.9
United States Dollar BID LBR (LIBOR BASIS RATE, 2008 2023 28.9
United States Dollar BID LBR (LIBOR BASIS RATE, 2007 2023 5.8
United States Dollar BID LBR (LIBOR BASIS RATE] 2008 2023 6.1
United States Dollar BID LBR (LIBOR BASIS RATE, 2008 2019 0.5
United States Dollar BID LBR (LIBOR BASIS RATE, 2008 2019 4.3
United States Dollar BID LBR (LIBOR BASIS RATE] 2009 2025 2.2
United States Dollar BID LBR (LIBOR BASIS RATE, 2009 2025 3.1
United States Dollar BID LBR (LIBOR BASIS RATE, 2009 2025 0.3
United States Dollar BID LBR (LIBOR BASIS RATE, 2013 2021 13.5
United States Dollar BID LBR (LIBOR BASIS RATE, 2013 2027 20.0
United States Dollar BID LBR (LIBOR BASIS RATE, 2011 2017 13.8
United States Dollar BIRF Fixed Spread (FS-USD) 2007 2017 11.6
United States Dollar BIRF Fixed Spread (FS-USD) 2009 2012 3.2
United States Dollar BID F.U. USD 2006 2021 51.8
United States Dollar BID LBR (LIBOR BASIS RATE] 2008 2024 10.1
United States Dollar BID LBR (LIBOR BASIS RATE] 2014 2018 32.0
United States Dollar BID LBR (LIBOR BASIS RATE, 2012 2016 24.1
United States Dollar BID LBR (LIBOR BASIS RATE; 2009 2015 1.9
United States Dollar BID LBR (LIBOR BASIS RATE, 2010 2025 4.0
United States Dollar BID F.U. USD 2011 2021 38.4
United States Dollar BID F.U. USD 2007 2013 0.1
United States Dollar BIRF Fixed Spread (FS-USD) 2010 2020 2.0
United States Dollar BID F.U. USD 2015 2020 0.4




Principal Amount
Outstanding as of

Year Year of June 30, 2012
Currency of Borrowing Interest Rate Issued Maturity (in millions of US$)
United States Dollar BID F.U. USD 2026 2028 2.6
United States Dollar BIRF Variable Spread Loan Re 2011 2013 0.8
United States Dollar BIRF Fixed Spread (FS-USD) 2009 2023 20.1
United States Dollar BIRF Fixed Spread (FS-USD) 2012 2022 3.4
United States Dollar BIRF Fixed Spread (FS-USD) 2013 2017 24.7
TOTAL 4,613
External Guaranteed Medium- and Long-Term Direct Dédt of
State Entities Indirect Debt of the Government
Principal Amount
Outstanding as of
Currency of Year of June 30, 2012
Debtor Borrowing Interest Rate Year Issued Maturity (millions of units)
EFE uUss$ 6.79% 2008 2020 160.0
EFE uss 5.77% 2010 2015 60.0
Metro S.A. uss Libor + 0,40% 2000 2013 5.1
Metro S.A. uss Libor + 0,20% 2001 2016 153.3
Metro S.A. uss Libor + 0,25% 2001 2016 26.4
Metro S.A. uss Libor + 0,40% 2002 2014 0.32
Metro S.A. Uss$ Libor + 0,40% 2002 2014 0.54
Metro S.A. Uss$ Libor + 0,40% 2002 2014 0.58
Metro S.A. Us$ Libor + 0,20% 2007 2017 60.00
Total 466.24
External Debt of State Entities without Guarantee ly the Central Government
Principal Amount
Outstanding as of
Currency of Year Year of June 30, 2012
Debtor Borrowing Interest Rate Issued Maturity (in million of US$)
EFE uss Libor+1.20% 2005 2015 5.20
EFE uUss$ 3.79% 2004 2012 0.61
EFE Uss$ 4.71% 2005 2012 0.37
EFE Uss$ 4.77% 2005 2012 0.37
EFE Uss$ 3.99% 2005 2012 0.54
EFE uss Libor+1.20% 2005 2015 31.64
EFE UF N.A. 2006 2016 18.33
EFE uss Libor+1.20% 2006 2016 27.66
EFE uss N.A. 2007 2017 55.00
EFE uss 6.72% 2009 2017 18.16
EFE uUss$ 4.86% 2006 2018 37.43
EFE Uss$ 6.79% 2008 2020 158.28
EFE uUss$ 5.77% 2010 2015 28.50
ENAP Uss$ 6.75% 2002 2012 290.00
ENAP uUss$ Libor+1.25% 2010 2017 91.60
ENAP uss Libor+0.225% 2006 2013 220.00
ENAP uss Libor+0.225% 2006 2013 75.00
ENAP uss 4.875% 2004 2014 150.00
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Principal Amount
Outstanding as of

Currency of Year Year of June 30, 2012

Debtor Borrowing Interest Rate Issued Maturity (in million of US$)
ENAP Uss$ 6.250% 2009 2019 300.00
ENAP Uss$ 5.250% 2010 2020 500.00
ENAP Uss$ 4.750% 2011 2021 500.00
ENAP Uss$ Libor +0.8% 2011 2016 300.00
ENAP uUss$ 4.07% 2010 2021 64.80
ENAP Uss$ Libor +1.375% 2005 2020 306.15
ENAP uUss$ Libor +1.375% 2004 2016 15.09
ENAP Uss$ Libor +1.375% 2004 2016 6.39
ENAP Uss$ 4.31% 2004 2017 25.36
ENAP Uss$ 6.72% 2004 2012 2.81
CODELCO Uss$ 5.00% 2002 2012 164.50
CODELCO Uss$ 6.38% 2022 2012 435.00
CODELCO uUss$ 5.50% 2003 2013 500.00
CODELCO Uss$ 4.75% 2004 2014 500.00
CODELCO uUss$ 4.96% 2005 2025 208.50
CODELCO uUss$ 5.63% 2005 2035 500.00
CODELCO uUss$ 6.15% 2006 2036 500.00
CODELCO Uss$ 7.50% 2009 2019 600.00
CODELCO Uss$ 3.75% 2010 2020 1,000.0C
CODELCO Uss$ 3.88% 2011 2021 1,150.0C
CODELCO Uss$ Libor + 0.18% 2007 2014 400.00
CODELCO Uss$ Libor + 0.85% 2010 2015 75.00
CODELCO uUss$ Libor + 0.85% 2010 2015 162.50
CODELCO uUss$ Libor + 0.75% 2010 2015 100.00
CODELCO uUs$ Libor + 0.85% 2010 2015 100.00
CODELCO uUs$ Libor + 0.80% 2010 2015 250.00
CODELCO uUss$ Libor + 0.83% 2011 2016 100.00
CODELCO Uss$ Libor + 0.60% 2012 2016 100.00
CODELCO Uss$ Libor + 0.50% 2012 2016 250.00
Metro S.A. Uss$ Libor + 1.30% 2004 2014 123.07
Metro S.A. Uss$ Libor + 0.65% 2007 2014 30.00
Metro S.A. Us$ Libor + 0.65% 2001 2016 105.62
Metro S.A. uUs$ Libor + 0.20% 2005 2017 27.65
Metro S.A. Us$ 4.19% 2006 2020 125.63
Metro S.A. uUs$ 3.29% 2006 2020 27.25
Metro S.A. Us$ 3.82% 2006 2020 25.30
Metro S.A. Uss$ 4.14% 2006 2020 6.05
Metro S.A. uUss$ 4.14% 2009 2020 2.46
Metro S.A Uss$ 4.14% 2009 2019 2.68
Metro S.A. Uss$ 4.19% 2009 2020 1.79
Metro S.A. Uss$ 4.14% 2009 2020 7.41
Metro S.A. uUs$ 3.96% 2010 2020 3.35
Metro S.A. uUss$ Libor + 1.40% 2011 2017 30.00
Metro S.A. Us$ 3.86% 2010 2020 1.83
Metro S.A. uUss$ Libor + 1.65% 2012 2017 30.00
Others® Various Various Various Various 3,829
TOTAL 14,703

(1) Includes Central Bank External Debt (US$1,643 wnil)iand Banco Estado External Debt (US$2,186 millias of December 31, 201
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Internal Medium and Long Term Debt of the Central Government

Principal Amount
Outstanding as of

Year of June 30, 2012
Title Interest Rate Maturity (in million of US$)
Debt of Corfo — — —
Treasuryd) various various 23,66
Total 23,66

(3) Does not include borrowing among public enti
Internal Medium- and Long-Term Debt of Central Bank
Principal Amount

Amortization Outstanding as o
or Sinking June 30, 2012

Interest Year of Fund (in millions

Title Rate Maturity Provision of US$)
Indexed promissory notes payable in coupons (F various various none 492
Central Bank indexed promissory notes in U.S. dsl{2RD) various various none —
Indexed coupons (CERO) in indexed units various various none 60=
Central Bank bonds in U.S. dollars (BC various various none —
Indexed coupons (CERO) in U.S. doll: various various none —
Central Bank bonds in Chilean pesos (B! various various none 6,73¢
Promissory notes in indexed units UF (Resolutiod #8 redemption of promissory notes

Resolution 1836 various various none —
Central Bank bonds in indexed units UF (BC various various none 16,25
Commercial notes from redenomination of foreigntdegzurities various various none —
Central Bank indexed promissory notes (PRI various various none —
Deposit certificates in U.S. dollars, ResolutiodQ various various none —
Promissory notes stated in indexed units UF (Reéi®olll 836 arising from certificates in U.S.

dollars) various various none —
Floating interest rate promissory notes (P various various none —
Promissory notes issued for exchange rate difitéal various various none —
Total 24,087

Source: Central Bank.

Internal Medium- and Long-Term Debt of the ChileanPublic Sector(®

Amortization Principal Amount
or Sinking Outstanding as of

Interest Year of Fund June 30, 2012
Title Rate Maturity Provision (in millions of US$)
Central Governmer(V various various none 23,66
Non-Financial Public Enterprise various various none 2,29¢
Central Bank various various none 24,087
Banco Estad&) various various none 6,077
Total Public Sector 56,11¢

(1) Does not include borrowing among public entit
(2) As of December 31, 201
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