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Differences Between the Offers

As described above, the Chilean Offer and the U.S. Offer will have substantially identical
terms including the same offer price. The two Offers are expected to differ in the following
ways:

1. Only U.S. Residents and persons holding ADSs may participate in the U.S. Offer,
whereas the Chilean Offer will be open to all persons holding Shares, including
U.S. Residents.

2. While the expiration of the Offers will be scheduled to occur on the same day, the
U.S. Offer maybe required to be extended beyond the expiration date of the
Chilean Offer due to differences between U.S. and Chilean tender offer
provisions. Under Chilean law, the initial offering period of a tender offer may
not exceed 30 calendar days. The tender offer may then be extended one time for
a period of5 to 15 calendar days. Accordingly, the maximum time period that a
Chilean tender offer can remain open is 45 calendar days. Under U.S. tender
offer regulations, a tender offer must remain open for at least 20 business days,
but there is no maximum time limit. Under some circumstances (such as change
in the price offered per share or other material change in the terms of the U.S.
Offer), U.S. tender offer regulations may require an extension of the expiration
date of the U.S. Offer to a date later than such 45th day. Therefore, persons
participating in the Chilean Offer could be paid before persons participating in the
U.S. Offer, should the U.S. Offer be extended beyond 45 calendar days.
Purchaser does not intend, however, to extend the expiration date of the U.S.
Offer beyond the date of the Chilean Offer unless required to do so under
applicable law. The U.S. Offer documents will disclose (a) that Chilean law
currently prohibits the extension of the expiration date of the Chilean Offer to a
date later than the 45th day after the commencement of the Chilean Offer; (b) that,
under some circumstances (such as a change in the offer price or other material
change in the terms of the U.S. Offer), United States law may require an
extension of the expiration date of the U.S. Offer to a date later than such 45th day
and that, in such event, Purchaser might be required to purchase Shares in the
Chilean Offer before it purchases ADSs and Shares in the U.S. Offer; and (c) that,
except as required by applicable law and regulations, Purchaser intends to
consummate the U.S. Offer concurrently with the Chilean Offer.

3. Chilean laws governing the withdrawal rights of tendering holders are different
from U.S. laws governing such rights, as referred to above.

4. Purchaser will disseminate the U.S. Offer documents to all ADS holders and to all
holders of Shares who are U.S. Residents. The Chilean Offer will be made solely
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through the publications of the Chilean Offer in two national newspapers and by
making the offer documents available to the shareholders in the office of
Telef6nica Chile, Purchaser, the SVS and the Chilean Stock Exchanges.
Consistent with Chilean law, no offer documents will be disseminated in the
Chilean Offer.

5. The purchase of Shares tendered in the Chilean Offer are likely to be effected on
the Santiago Stock Exchange whereas the purchase of Shares tendered in the U.S.
Offer will be made by direct payments to tendering holders of Shares who are
U.S. Residents.

6. The Chilean Offer documents will consist ofa notice setting forth the terms of the
Chilean Offer.

7. The U.S. Offer documents will be in English and the Chilean Offer documents
will be in Spanish.

Discussion

Rule 14d-l0 Issues

Rule 14d-l0{a){I) promulgated under the Exchange Act provides that no person shall
make a tender offer unless the offer is open to all security holders of the class of securities
subject to the tender offer. The U.S. Offer is open to holders ofADSs and all holders of Shares
held by U.S. Residents, and the Chilean Offer is open to all holders of Shares, including U.S.
Residents. Literal application ofRule 14d-l0{a){l) would prohibit the dual structure of the
Offers.

The Commission has adopted certain exemptive rules for cross-border tender and
exchange offers, business combinations and rights offerings relating to the securities of foreign
companies. The promulgating release (Release Nos. 33-7759, 34-42054; International Series
Release No. 1208) (the "Cross-Border Release") indicates that the purpose of granting
exemptions to Rule 14d-l0 is to facilitate U.S. investor participation in these types of
transactions. As described above, there are several points of conflict between the Chilean
regulations and the tender offer rules and practices in the United States. We believe that the best
method for reconciling these conflicts is a dual offer structure that permits participation by U.S.
persons owning Shares in both offers. Rule 14d-l(d){2){ii) of the Exchange Act (the ''Tier II
Exemption") provides relief for dual offers where the U.S. Offer is made to only U.S. Residents
and the foreign offer is made to only non-U.S. Residents. However, such relief would not be
applicable to the proposed transaction because under Chilean law, the Chilean offer must be
made to all shareholders, including U.S. Residents.
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In view ofthe fact that there are no material differences between the U.S. Offer and the
Chilean Offer, the Bidders respectfully request that the Offers be exempted from compliance
with Rille 14d-lO(a)(I) of the Exchange Act. Given that (i) the Commission granted similar
relief for the Initial Offer, (ii) Chilean law does not permit the exclusion ofU.S. Residents who
hold Shares from the Chilean Offer, (iii) the Offers are being made for all outstanding Shares and
ADSs and upon the same financial terms (taking into account, in the case ofADSs, the number
of Shares represented by ADSs), (iv) the procedural terms of the Offers, including the
commencement date, the expiration date and the payment date, are the same, except with respect
to possible differences resulting only from extensions required by U.S. tender offer laws and
regulations, and (v) the U.S. Offer documents are being sent to all U.S. Residents holding
Shares, we believe that the requested exemption is both appropriate and consistent with the intent
of the Cross-Border Release.

We believe the exemptive relief required from Rule 14d-l0 with respect to the Chilean
Offer is, in large measure, contemplated by or consistent with the exemptive relief granted in
connection with other, similarly structured tender offers, including the Initial Offer. See, for
example, Offer by Telef6nica, S.A. for shares and ADSs ofCompania de Telecomunicaciones de
Chile S.A., File No. 001-09531; Offer by A lean Inc. for Common Shares, Bonus Allocation
Rights, ADSs and OCEANEs ofPechiney (available October 6,2003); Proposed Tender Offer by
The Pepsi Bottling Group, Inc., Bottling Group LLC and PBG Grupo Embotellador Hispano­
Mexicano S.L. for Shares, CPOs and GDSs ofPepsi-Gemex, SA. de C. V. (available October 4,
2002); AES Corporation's Tender Offerfor Shares and ADSs ofCompania Anonima Nacional
Telefonos de Venezuela (CANTV), (available October 22,2001); Ivax Corp. S Tender Offerfor
Shares and ADSs ofLaboratorio Chile SA., (available June 5, 2001); Koninklijke Ahold N. V. 's
Tender Offerfor Shares and ADSs ofSanta Isabel SA. (available September 10, 2002); Offer by
Banco Bilbao Vizcaya Argentaria, S.A. for Common and Preferred Shares and American
Depositary Shares ofBanco Ganadero, S.A., (available March 9,2001); Primor Alimentos C.A.
Tender Offerfor Shares and ADSs ofMavesa SA., (available February 20, 2001); Exchange
Offers by Telefonica SA. for Telecomunicacoes de Sao Paulo SA., Tele Sudeste Celular
Participacoes S.A., Telefonica del Peru, S.A. and Telefonica de Argentina S.A., (available June 5,
2000); Quilmes Offerfor Shares and ADSs ofBAESA, (available June 2, 2000); Repsol SA.
Tender Offerfor Shares and ADSs ofYPF, SA. (available Jillle 30,1999); and Tender Offer by
ENDESAfor Shares ofEnersis, SA., (available February 3, 1999). In these letters, the bidder
was granted exemptive relief from the application ofRille 14d-l0 in the context of dual offers for
shares and ADSs. The offers in the Ivax letter and in the Santa Isabel letter, which involved
offers in the United States and in Chile, consisted of all cash offers to purchase shares and ADSs,
whereby the offers in the United States were for shares and ADSs (open to U.S. Residents only
in the case of the Shares) and the offers in Chile were open to all shareholders (including U.S.
Residents) .
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There have been other instances where the Commission recognized that the interests of
international comity may require an acquisition of shares to be conducted pursuant to two
separate tender offers, each subject to the laws of a different country. In each case, the
Commission provided the bidder with an exemption from Rule 14d-IO so that the non-U.S.
offers could be conducted without compliance with Section 14(d) of the Exchange Act and the
rules thereunder. See, for example, Exchange Offer by Banco Bilbao Vizcaya Argentaria, S.A.
for Ordinary Shares and ADSs ofBBVA Banco Frances (available April 19, 2001); Exchange
Offer by Banco Santander Central Hispano, S.A. for Class B Shares and ADSs ofBanco Rio de
la Plata (available June 20,2000); Agrupacion Aereoportuaria Intemacional II, S.A.B. de C. V. 's
Tender Offerfor Series B Shares and ADSs ofGrupo Aereoportuario del Sureste, S.A.B. de C. V.
(available March 6, 2006); SAP AG's Offerfor Ordinary Shares, including Ordinary Shares
represented by ADSs, Warrants and Convertible Bonds ofBusiness Objects S.A. (available
December 5, 2007).

We also note that the SEC adopted rule amendments on August 27, 2008 that, upon their
effectiveness on December 8, 2008, will expand the Tier II Exemption relief for dual offers by
allowing U.S. holders to participate in non-U.S. offers where required under foreign law and
where U.S. holders are provided with adequate disclosure about the implications and
ramifications of the foreign offer.

Relief Requested

Rule 14d-lQ(a)(I) Relief

The Bidders hereby respectfully request exemptive relief from Rule 14d-IO(a)(1) under
the Exchange Act with respect to the Chilean Offer and the U.S. Offer in order that the dual offer
structure as described in this letter may proceed as contemplated.

*****

If you have any questions about, or desire any additional information regarding, the
matters discussed in this letter, please call me at 212-424-8013 or K. Oliver Rust at 212-259­
8571. If for any reason you do not concur with any of the views expressed in this letter, we
respectfully request an opportunity to confer with you prior to any written response.

Very truly yours,

-S\-<'f'l..- G,. 0... - :J
Stephen G. Rooney Ac...


