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COMPANIA DE TELECOMUNICACIONES DE CHILE S.A. ANNOUNCES RESULTS
FOR FIRST QUARTER 2002

» Telefonica CTC Chile registered Net Income of Ch$2,237 million (US$3.4 million),
EBITDA amounted to Ch$95,960 million (US$146.3 million) and EBITDA margin
reached 46.1% in 1Q02.

> Improvement in profitability due to:

= Increase of 6.8% in mobile revenues, and 20.1% in corporate communications
revenues during 1Q02 as compared to 1Q01.

= 8.8% decrease in costs in 1Q02 vs. 1Q01, mainly due to a reduction in salary
expenses.

(Santiago, Chile — April 26, 2002) Compania de Telecomunicaciones de Chile S.A. (NYSE:
CTC) (“Telefénica CTC Chile” or the “Company”) announced today its quarterly unaudited
financial results, stated in Chilean GAAP (in constant Chilean pesos as of March 31, 2002) for
the first quarter ended March 31, 2002. U.S. dollar equivalent information is based on the
Observed Exchange Rate (as defined by the Chilean Central Bank) for March 31, 2002, which
was Ch$ 655.90 = US$1.00.

The following information is presented in accordance with Chilean GAAP. This information will
be publicly available through the Chilean Superintendencia de Valores y Seguros (“SVS”).
Results in US GAAP will be submitted at a later time by the Company in Form 6-K to the
Securities and Exchange Commission of the United States of America. This press release and
the Company's reports in Form 6-K will be publicly available at the Securities and Exchange
Commission, as well as at the Company’s website, www.telefonicadechile.cl.




Highlights for the first quarter of 2002 (1Q02) as compared to the first quarter of 2001
(1Q01):

The Company achieved a net income of Ch$2,237 million (US$3.4 milllon) in the 1Q02.
This result compares positively to the net loss of Ch$14,836 million (US$22.6 million)
recorded in 1Q01.

Telefénica CTC Chile’ s revenues decreased by 1.5% in 1Q02 as compared to 1Q01,
amounting to Ch$208,294 million (US$317.6 million), mainly as a result of: (i) a 7.7%
decrease in fixed telephony revenues; (ii) a 1.7% decrease in long distance revenues, (iii) a
7.9% decrease in revenues from information system services (Sonda). The above was
partially offset by: (i) a 6.8% increase in revenues from mobile services; and (ii) a 20.1%
increase in revenues from corporate customers communications services.

Operating costs and expenses decreased by 8.8% in 1Q02 as compared to 1Q01,
amounting to Ch$175,551 million (US$267.6 million), mainly due to: (i} a 21.3% decrease in
salaries as a consequence of a reduction in personnel resulting from the workforce
rationalization program implemented last year, and (ii} a 15.4% decrease in other operating
costs, mainly as a result of lower mobile subscriber acquisition costs and general costs
savings generated by the Company's cost control policy.

As a result of the above, EBITDA' in 1Q02 increased by 18.5% to Ch$95,960 million
(US$146.3 million), compared to Ch$80,963 million (US$123.4 million) recorded in 1Q01.
EBITDA margin® in the 1Q02 was 46.1%, an improvement over the 38.3% recorded in the
1Q01.

The Company recorded an operating income in the amount of Ch$32,743 million (US$49.9
million) in 1Q02, compared to an operating income of Ch$19,082 million (US$29.1 million)
recorded in 1Q01, which represents an improvement of 71.6%.

1Q02 earnings per ADR amounted to US$0.01, compared to a net loss per ADR of

US$ 0.09 in the 1Q01.

Capital expenditures for Telefonica CTC Chile and its consolidated subsidiaries amounted
to US$27 million in the 1Q02.

' EBITDA = operating income + depreciation
2EBITDA margin = (operating income + depreciation) / total operating revenues.
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Detailed comparison between 1Q02 and 1Q01:

Fixed Telephony: Revenues from fixed telephony services include Primary Service®,
Installations and Connections®, Value-added Services, Equipment Marketing, Directory
Advertising and Dedicated Lines. Fixed telephony revenues, which represented 45% of total
operating revenues in the 1Q02, decreased by 7.7% to Ch$93,685 million (US$142.8 million) as
compared to 1Q01.

Lines per employee (excluding employees of Telefénica CTC Chile's subsidiaries) increased by
43.8% from 593 at March 31, 2001 to 853 at March 31, 2002. This was mainly as a result of
29.9% less personnel in Telefénica CTC Chile (excluding subsidiaries’ employees) as of March
31, 2002 in comparison with March 31, 2001, as a result of the workforce rationalization
program implemented in June 2001, as well as the transfer of 254 employees to the subsidiary
"T-Gestiona" in August 2001.

Primary service revenues, which include the fixed monthly charge, variable charge, access
charges and other services provided to long distance carriers, decreased by 8.4% in 1Q02 as
compared to 1Q01 to Ch$77,165 million (US$117.6 million). This decrease is mainly attributable
to: (i) a 5.2% decrease in traffic per line in 1Q02 as compared to 1Q01, mainly as a resuit of
substitution by mobile traffic, (ii) a change in total traffic composition between local tranche
(fixed-mobile and fixed-Internet calls) and Measured Local Service (fixed-fixed calls), and (iii) a
1% additional tariff decrease applied in May 2001 pursuant the Tariff Decree. These trends
offset a 0.8% growth in average lines in service. Moreover, primary service revenues were
impacted by the revenue decrease in the long distance access charges, as a consequence of
11.8% and 2.1% decreases in DLD and outgoing ILD traffic over Telefonica CTC Chile's
network, respectively.

Line installation and connection revenues increased by 3.3% in 1Q02 to Ch$3,736 million
(US$5.7 million) as compared to the 1Q01, mainly as a result of higher revenues from public
network connections and interior installations. This was partially offset by lower revenues from
Other Installations, which include number transfer and information services, among others.

Revenues from equipment marketing increased by 3.7% in 1Q02 to Ch$8,067 million
(US$12.3 million) as compared to the 1Q01, mainly attributable to an increase in revenues from
rental of telephone equipment. Revenues from equipment marketing include the sale and
leasing of telecommunications equipment to residential customers.

LONG DISTANCE: Long distance revenues include revenues from domestic and international
long distance multicarrier traffic generated on fixed lines as well as revenues from the rental of
the long distance network to other telecom operators. Total long distance revenues, which
accounted for 8.7% of total operating revenues in the 1Q02, decreased by 1.7% as compared
to the 1Q01, to Ch$18,220 million (US$27.8 million). This decrease was mainly due to lower
revenues from network rental services and from international long distance services (“ILD”) -as
a consequence of a lower average price per minute caused by higher competition-, despite the
increase in ILD traffic. DLD traffic carried by 188 Telefénica Mundo and Globus decreased by
5.8% in 1Q02 as compared to 1Q01 mainly as a result of the siow economic recovery and the
substitution effect of mobile traffic, while outgoing ILD traffic increased by 3.4% in 1Q02 as

% Services subject to tariff regulation which tariffs were set by the Tariff Decree as of May 5, 1999.
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compared to 1Q01. Furthermore, revenues from the rental of the long distance network to other
telecom operators decreased by 8.4% in 1Q02 in comparison with 1Q01.

MOBILE COMMUNICATIONS: Mobile communications revenues include revenues from
outgoing cellular traffic and interconnection revenues from Calling Party Pays, as well as
revenues from mobile equipment sales. Total revenues from mobile communications, which
accounted for 22.8% of total operating revenues in the 1Q02, increased by 6.8% as compared
to the 1Q01, to Ch$47,455 million (US$72,3 million). This increase is mainly a result of a 27.5%
increase in average cellular subscribers, partially offset by a decrease in the average monthly
revenue per user (“ARPU”), due to an increase in the proportion of prepaid customers in
Telefonica Movil's subscriber base. Prepaid customers represented a 75.0% of total average
cellular subscribers in the 1Q02, as compared to 72.3% in the 1Q01. As of March 31, 2002,
Telefonica Movil had 1,651,282 customers.

CORPORATE CUSTOMER COMMUNICATIONS: Corporate customer communications include
revenues from (i) telecommunications equipment, which refers to voice equipment (fax, PABX,
etc.); (ii) complementary telephone services, such as 600, 700 and 800 numbers; (iii) data
services, including ATM, Frame Relay, data equipment and services related to the IP network,
and (iv) dedicated links and others, including videoconference, Datared, E1 Links and VSAT,
ISP Empresas revenues, services such as housing and hosting and consulting services to
corporate customers.

Revenues from corporate customer communications increased by 20.1% to Ch$18,331 million
(US$27.9 million) in 1Q02 as compared to 1Q01. The contribution of corporate customer
communications revenues to total operating revenues increased from 7.2% in 1Q01 to 8.8% in
1Q02. This increase was mainly due to increased revenues related to the IP network (Intranet,
Extranet services) and to the development of new value added services such as housing and
hosting. Data links grew at rates of 31%, 38%, 36% and 221% for Frame Relay, ATM,
dedicated Internet access and IP network customers, respectively in 1Q02 as compared to
1Q01.

OTHER BUSINESSES: These revenues include public telephone and information systems
services (Sonda) revenues, as well as revenues generated by the operation of the new
subsidiary Telemergencia, among others. They represented 14.7% of total operating revenues
in 1Q02 and decreased by 3.9% over the 1Q01.

Public telephone revenues decreased by 28.7% in 1Q02 to Ch$3,271 million (US$5.0 million)
as compared to the 1Q01, mainly as a result of lower average revenue per public telephone
due to mobile traffic substitution.

Information systems services (Sonda) revenues amounted to Ch$23,198 million (US$35.4
million) in 1Q02, a 7.9% decrease as compared to 1Q01, mainly as a result of lower revenues
from Sonda's foreign subsidiaries. This was partially offset by higher revenues derived from the
incorporation of Tecnopolis S.A. to the consolidated revenues of Sonda as of December 2001.

OPERATING COSTS AND EXPENSES: Total operating costs and expenses decreased by
8.8% in 1Q02 to Ch$175,551 million (US$267.6 million), as compared to 1Q01.

Salaries decreased by 21.3% in 1Q02 to Ch$20,682 million (US$31.5 million) as compared to
1Q01, principally due to cost savings related to the personnel reduction process which occurred
in June 2001.




Other operating costs and expenses decreased by 15.4% in 1Q02 to Ch$58,756 miilion
(US$89.6 million) as compared to 1Q01 , mainly as a consequence of lower mobile subscriber
acquisition costs (SAC), lower uncollectable expenses and savings obtained through the cost
reduction policy implemented by the Company over the past years.

Administrative and selling expenses decreased by 5.7%, mainly due to savings related to the
Company's cost control policy, lower advertising and promotion expenses and lower sales
commissions and collection expenses. This reduction was also due to the reduction in sales
and administrative personnel, which occurred in mid-2001.

In 1Q02, EBITDA increased by 18.5% to Ch$95,960 million (US$146.3 million), as compared to
Ch$80,963 million (US$123.4 million) recorded in 1Q01. The EBITDA margin reached 46.1% in
1Q02 as compared to 38.3% in 1Q01.

Depreciation increased 2.2% to Ch$63,217 million (US$96.4 million) in 1Q02 as compared to
the 1Q01, mainly as a result of an increase in the mobile business network assets.

OPERATING INCOME reached Ch$32,743 million (US$49.9 million) in the 1Q02 as compared
to Ch$19,082 million (US$29.1 million) recorded in 1Q01. The operating margin amounted to
15.7% in 1Q02 as compared to a 9.0% operating margin registered in 1Q01.

NON-OPERATING INCOME (LOSS): Telefénica CTC Chile recorded a 28.8% decrease in its
non-operating losses, amounting to Ch$23,308 million (US$35.5 million) in the 1Q02, as
compared to a loss of Ch$32,719 million (US$49.9 million) in the 1Q01. The lower non-
operating losses in 1Q02 are primarily the result of: '

(i) a 20.2% reduction in interest expenses as a result of the reduction in average interest-
bearing debt of 19.3%; and

(i) a decrease of Ch$3,868 million (US$5.9 million) in other non-operating expenses in 1Q02 as
compared to 1Q01, as a consequence of higher expenses in the previous year associated with
retirement plans, which generated a charge of Ch$3,261 million (US$5.0 million) in 1Q01.

The above was partially offset by a monetary correction loss of Ch$3,921 million (US$6.0
million) recorded in 1Q02 as compared to a loss of Ch$ 1,119 million (US$1.7 million) recorded
in 1Q01. This figure includes Ch$446 million (US$0.7 million), corresponding to the effect of the
devaluation in Argentina on Sonda's investments, and the effect of a negative inflation in Chile
in 1Q02.

INCOME TAXES: In 1Q02, Telefénica CTC Chile recorded a total income tax charge in the
amount of Ch$6,963 million (US$10.6 million) composed of a Ch$1,955 million (US$3.0 million)
current income tax and a Ch$5,008 million (US$7.6 million) charge for amortization of deferred
taxes corresponding to previous periods.

NET INCOME reached Ch$2,237 million (US$3.4 million) in 1Q02, as compared to a loss of
Ch$14,836 million (US$22.6 million) recorded in 1Q01.

ADDITIONAL INFORMATION

Continued Debt Reduction Strateqy
Since 1Q01, Telefénica CTC Chile has reduced its debt by US$454 million. The Company's
total interest-bearing debt amounted to US$1,836 million as of March 31, 2002, which




represents a decrease of 19.3% as compared to 1Q01. During the first quarter of 2002, loans
amounting to US$45 million were prepaid.

Payment of Final Dividend N° 182 corresponding to Fiscal Year 2001

On April 5, 2002, the Telefonica CTC Chile’s Annual Shareholders Meeting approved the
payment of a final dividend for the fiscal year 2001. This final dividend amounts to
Ch$1,233,497,420, which represents 30% of the Company's net income for fiscal year 2001.

Considering the amount of shares fully subscribed and paid as of December 31, 2001, the
dividend payable will amount to Ch$1.28871 per share, or approximately US$0.80 cents per
ADR. This figure is based on a ratio of 4 Series A common shares per ADR. Given that the
Company does not have taxable income as of December 2001, withholding tax for this dividend
will be 0%.

The payment will correspond to all shareholders as of the record date of April 25, 2002, and will
be paid to shareholders on May 2, 2002 and to ADR holders by Citibank, N.A. on May 9, 2002.

Extraordinary Shareholders Meeting

On April 5, Telefénica CTC Chile held an Extraordinary Shareholders Meeting in which a
modified text of the Company's By-laws was approved, updating the existing By-Laws (text
dated 1982) in accordance with the Chilean legal framework and market regulations.

The main modifications to the By-Laws included:

- Limit the validity of the indicator of “adjusted accounting assets” (activo contable depurado);
- Eliminate references to the State of Chile as a shareholder;

- Incorporate brand names of the Company;

- Update the figure of the Company’s capital as of December 2001;

- Incorporate article in reference to the designation of a Directors Committee.

Telefénica CTC Chile files a lawsuit against the State of Chile

On March 12, 2002 Telefonica CTC Chile filed a civil lawsuit for compensation of damages
against the State of Chile based on the fact that grave illegalities and errors in calculation, as
well as errors in the application of economic concepts and criteria, were incurred in Tariff
Decree 187, which sets the maximum tariffs that the Company may charge for local telephony
and interconnection services for the period between May 1999 and May 2004.

The total amount of the damages involved is of Ch$181,038 million, equivalent to approximately
US$274 million, which amount covers the damages that the Company has incurred and will
incur as a result of the application of lower tariffs than those legally appropriate.




Information by Business Area 1Q02

Business Area EBITDA EBITDA Margin Net Result
(US$ mn) (US$mn)

Fixed telephony 85 55.9% (13)

Long distance 16 44.8% 9

Mobile 22 28.7% 1

Telefénica Empresas (incl. Data) 12 n.a. 8

Others n.a. n.a. 2)

Consolidated 146 46.3% 3

2002 Volume Growth Estimates

Year 2002(E) Annual var.
2002/2001
Lines in service 2,800,000 2% - 5%
Long Distance Traffic *
DLD (million of minutes) 756 -3% - -7%
ILD outgoing (million of minutes) 64 2% - 5%
Mobile customers 1,760,000 10% - 15%
Frame Relay 7,400 20% - 25%
ATM 2,000 25% - 30%
ADSL 57,000 -

* Traffic billed by Telefénica Mundo + Globus

WE INVITE YOU TO VISIT TELEFONICA CTC CHILE’S NEW INVESTOR RELATIONS
WEBSITE AT: WWW.TELEFONICADECHILE.CL / INVESTOR RELATIONS -

Compaiia de Telecomunicaciones de Chile S.A., the first South American company to list shares on the
New York Stock Exchange, is the largest telecommunications enterprise in Chile, providing local service,
as well as domestic and international long distance services throughout the country. Additionally, the
Company provides equipment marketing, data transmission, value-added services and information
systems services and operates a nationwide cellular network.

This news release contains certain forward-looking statements within the meaning of the United
States Private Securities Litigation Reform Act of 1996, including but not limited to Compaiiia de
Telecomunicaciones de Chile S.A’’s expectations for its performance for the quarter. Forward
looking statements may also be identified by words such as “believes”, “expects”, “anticipates”,
“projects”, “intends”, “should”, “seeks”, “estimates”, “future”, or similar expressions. The
forward looking statements included in this news release are based on current expectations, but
actual results may differ materially from anticipated future results due to various factors many of
which are beyond the control of Compaiia de Telecomunicaciones de Chile S.A. and its
subsidiaries. Certain factors which could cause the actual results of Compafia de
Telecomunicaciones de Chile S.A. and its subsidiaries to differ materially from the expected
results include, among others, changes in Chile's regulatory framework, impact of increased
competition and other factors beyond Compaiiia de Telecomunicaciones de Chile S.A.’s control.
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COMPANIA DE TELECOMUNICACIONES DE CHILE S.A, AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF CASH FLOWS FOR THE THREE MONTHS PERIODS ENDED AS OF MARCH 31, 2001 AND 2002
Figures in Thousands of Constant Ch$ as of March 31, 2002

NET CASH PROVIDED BY FINANCING ACTIVITIES

Increase in bank borrowings
Other sources of financing
Repayment of loans (less)
Repayment of debentures (less)
Other disbursements (less)

NET CASH USED IN INVESTING ACTIVITIES

Sale of fixed assets

Sale of investments in related companies
Sale of other investments

Other revenues from investments
Additions to fixed assets (less)

Payment of capitalized interests (less)
Investments in related companies (less)
Investments in financial instruments (less)
Other loans to related companies (less)
Other investment disbursements (less)

NET CASH FLOW FOR THE PERIOD

PRICE-LEVEL RESTATEMENT EFFECT
ON CASH AND CASH EQUIVALENTS

NET INCREASE (DECREASE) IN
CASH AND CASH EQUIVALENTS

CASH AND CASH EQUIVALENTS AT
BEGINNING OF THE PERIOD

CASH AND CASH EQUIVALENTS AT
THE END OF THE PERIOD

2002

2001

(38,209,131)

27,005
35,791,152
2,431,866
15,742

203,334
279,380
5,514,868
10,367,424
9,927,713
1,474,241
2,919,510
309,585

252,683
1,074,606

29,985,445

320,865
30,306,310
84,016,841

114,323,151

{10,909,205)
3,593,652
558,123

12,635,725
2,425,255

(32,826,301)
58,528
2,910,832
465,922
31,389,264
3,980,942
67,098
415,932

408,347

(1,439,367)

(190,895)

(1,630,262)

131,678,395

130,048,133




SIGNATURES

Pursuant to the requirements of the Securities and Exchange Act of 1934, the Registrant has duly
caused this report to be signed on its behaif by the undersigned, thereunto duly authorized.

COMPANIA DE TELECOMUNICACIONES DE CHILE S.A.

Date: 4 pril 26, 2002




