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TELEFONICA CTC CHILE ANNOUNCES END OF LABOR STRIKE

(Santiago, Chile — July 29, 2002) Compaiia de Telecomunicaciones de Chile S.A. (NYSE:
CTC) (“Telefénica CTC Chile” or the “Company”) announces that on Monday, July 29, 2002, the
legal labor strike that had been ongoing since July 1, 2002, came to an end.

Within the process of the Company's collective labor negotiations, a total of 3,445 employees of
Telefénica CTC Chile went on strike. These unions ended the strike on July 29, by invoking
Article 369 of the Chilean Labor Law. This Article allows the employees to freeze the conditions
of the previous labor contracts for a period of 18 months.

Furthermore, the employees who implemented the 28-day strike will not receive the salaries
corresponding to the days of the strike, and will not receive the end-of-negotiation bonus that
was paid to each employee who reached an agreement with the Company (the employees that
did not implement a strike received a bonus that amounted to Ch$1.3 million (approximately
US$1,850) for 2-year contracts).

During the strike, the Company suffered certain acts of sabotage on its network, some of which
have been repaired and the rest of which it expects to repair in the short term. Nonetheless, as
of the end of the strike, approximately 1% of the Company’s total lines in service are still
affected by this situation. The Company has not yet quantified any other costs related to the
strike.




Compania 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 Compafiia de Telecomunicaciones de Chile
S.A’s expectations for its performance for the year 2002. 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 Compafifa de Telecomunicaciones de Chile S.A. and its subsidiaries. Certain
factors which could cause the actual results of Compariia 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 Compafia de Telecomunicaciones de Chile S.A.'s control.
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COMPANIA DE TELECOMUNICACIONES DE CHILE S.A. ANNOUNCES RESULTS
FOR SECOND QUARTER 2002

» Telefénica CTC Chile registered a net loss of Ch$302 million (US$1.3 million) in 2Q02
and an accumulated net income of Ch$1,335 million (US$1.9 million) in the first half
of 2002

> EBITDA amounted to Ch$95,563 million (US$138.9 million) in 2Q02 and amounted to
Ch$192,476 million (US$279.7 million) in the first half of 2002

> EBITDA margin reached 45.2% in 2Q02 and 45.8% in first half of 2002

(Santiago, Chile — July 26, 2002) Compaiia 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 June 30, 2002) for
the second quarter ended June 30, 2002. U.S. dollar equivalent information is based on the
Observed Exchange Rate (as defined by the Chilean Central Bank) for June 30, 2002, which
was Ch$ 688.05 = 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 second quarter of 2002 (2Q02) as compared to the second quarter of
2001 (2Q01):




» The Company registered a net loss of Ch$302 million (US$1.3 million) in the 2Q02. This
result compares positively to the net loss of Ch$10,055 million (US$142.6 million) recorded
in 2Q01. For the first half of 2002, the Company registered net income of Ch$1,335 miliion
(US$1.9 million).

s Telefonica CTC Chile' s revenues decreased by 7.6% in 2Q02 as compared to 2Q01,
amounting to Ch$209,966 million (US$305.2 million), mainly impacted by a 30.6% decrease
in the subsidiary Sonda's revenues, as well as the new agreement with Publiguias effective
since 3Q01. Excluding these, revenues in 2Q02 grow 0.8% as compared to 2Q01.
Regarding the Company's core businesses, other impacts on revenues are: (i) a 13.6%
decrease in fixed telephony revenues (a 4.9% fall excluding Publiguias), and (ii) a 6.8%
decrease in domestic and international long distance revenues. The above was partially
offset by: (i) an 11.5% increase in revenues from mobile services, and (ii) a 19.0% increase
in revenues from corporate customers communications services. In the 1H02, revenues fell
by 4.6% (increased 0.3% without Sonda and Publiguias' effect), to Ch$420,330 million
(US$610.9 million) compared to same period in the previous year.

o Operating costs and expenses decreased by 5.6% in 2Q02 as compared to 2Q01,
amounting to Ch$178,844 million (US$259.9 million), mainly due to: (i) a 16.8% decrease in
salaries as a consequence of a reduction in personnel resulting from the workforce
rationalization program implemented last year, and (i) a 15.4% decrease in other operating
costs, mainly as a result of lower mobile subscriber acquisition costs and general cost
savings generated by the Company's cost control policy. In the first half of 2002, operating
cost and expenses fell 7.2% as compared to 1HO01, to Ch$356,140 million (US$517.6
million)

e As a result of the above, EBITDA' in 2Q02 decreased by 3.8% to Ch$95,563 million
(US$138.9 million), compared to Ch$99,348 million (US$144.4 million) recorded in 2Q01. In
15802, EBITDA increased by 6.3% to Ch$95,563 million (US$138.9 million) with regards to
the same period in 2001.

e EBITDA margin’ in the 2Q02 was 45.5%, compared to 43.7% recorded in the 2Q01. In
1H02 EBITDA margin was 45.8%.

e The Company recorded an operating income in the amount of Ch$31,122 million (US$45.2
million) in 2Q02, compared to an operating income of Ch$37,726 million (US$54.8 million)
recorded in 2Q01, which represents a decrease of 17.5%. In 1HO2, the Company registered
an operating income of Ch$64,190 million (US$93.3 million), which represents a 12.6%
increase compared to 1HO1

e 2QO02 net loss per ADR amounted to US$0.01, compared to a net loss per ADR of
US$ 0.06 in the 2Q01. In the first half of 2002, earnings per ADR amounted to US$0.01.

¢ Capital expenditures for Telefénica CTC Chile and its consolidated subsidiaries amounted
to US$38 million in the 2Q02, reaching a total of US$65 million in the first six months of
2002.

Detailed comparison between 2Q02 and 2Q01:

' EBITDA = operating income + depreciation
2EBITDA margin = (operating income + depreciation) / total operating revenues.
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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 45.3% of total
operating revenues in the 2Q02, decreased by 13.6% to Ch$95,897 million (US$139.4 million)
as compared to 2Q01.

Lines per employee (excluding employees of Telefonica CTC Chile's subsidiaries) increased by
1.5% from 841 at June 30, 2001 to 854 at June 30, 2002.

Primary service revenues, which include the fixed monthly charge, variable charge, access
charges and other services provided to long distance carriers, decreased by 6.3% in 2Q02 as
compared to 2Q01 to Ch$80,517 million (US$117.0 million). This decrease is mainly attributable
to: (i) a 1% additional tariff decrease applied in May 2001 and May 2002 in variable and fixed
charges, pursuant to the Tariff Decree, (ii) increased sales of new flat fee products, (iii) the
change in total traffic composition between local tranche (fixed-mobile and fixed-internet calls)
and Measured Local Service (fixed-fixed calls), and (iv) the 5.7% decrease in revenues from
long distance access charges derived from decreases in DLD and outgoing ILD market traffic.
This was partially offset by a 0.6% growth in the average lines in service and the almost
unchanged traffic per line evolution in 2Q02 vs. 2Q01.

Line installation and connection revenues increased by 20.7% in 2Q02 to Ch$3,213 million
(US$4.7 million) as compared to the 2Q01, mainly as a result of higher revenues from public
network connections and other installations, which include number transfer and information
services, among others. This was partially offset by lower revenues from Interior Installations.

Revenues from equipment marketing decreased by 3.8% in 2Q02 to Ch$7,800 million
(US$11.3 million) as compared to the 2Q01, mainly attributable to a decrease in revenues from
rental of telephone equipment. Revenues from equipment marketing include the sale and
leasing of telecommunications equipment to residential customers. :

Revenues from directory advertising decreased 97.4% in 2Q02 as compared to 2Q01, as a
consequence of the new agreement with Publiguias effective since 3Q01, as well as the
seasonal recognition in 2Q01 of the revenues from the distribution of the Yellow Pages
directory in the Metropolitan Region. According to the new agreement, Telefonica CTC Chile
receives a percentage of the revenues generated by Publiguias through its sales of advertising
in the Yellow and White Pages Directories, in exchange for the provision of biliing and collection
services for these sales. The annual revenues for the Company associated to the new
agreement are expected to be lower than those associated with the agreement previously in
place.

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 8.5% of total operating revenues in 2Q02, decreased by 6.8% as compared to
the 2Q01, to Ch$17,763 million (US$25.8 million). This decrease was mainly due to: (i) lower
revenues from domestic long distance services ("DLD") due to the 7.6% decrease in DLD traffic
carried by 188 Telefénica Mundo and Globus in 2Q02 as compared to 2Q01, mainly as a result
of the slow economic recovery and the substitution effect of mobile, and (i) lower revenues
from international long distance services (“ILD") as a consequence of a 1.3% decrease in

® Services subject to tariff regulation which tariffs were set by the Tariff Decree as of May 5, 1999.
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outgoing LD traffic in 2Q02 as compared to 2Q01 and a lower average price per outgoing
minute caused by higher competition. The above was partially offset by an 11.0% increase in
revenues from the rental of the long distance network to other telecom operators in 2Q02 in
comparison with 2Q01.

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 23.1% of total operating revenues in the 2Q02, increased by 11.5% as compared
to the 2Q01, to Ch$48,567 million (US$70,6 million). This increase is mainly a result of a 23.9%
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 75.4% of total average
cellular subscribers in the 2Q02, as compared to 73.4% in the 2Q01. As of June 30, 2002,
Telefénica Mévil had 1,710,326 customers.

CORPORATE CUSTOMER COMMUNICATIONS: Corporate customer communications include
revenues from (i) telecommunications equipment, which refers to voice equipment (fax, PABX,
etc.); (i) 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 19.0% to Ch$20,264 million
(US$29.4 million) in 2Q02 as compared to 2Q01. The contribution of corporate customer
communications revenues to total operating revenues increased from 7.5% in 2Q01 to 9.6% in
2Q02. 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 5%, 39%, 117% and 26% for Frame Relay, ATM, dedicated
IP network customers and switched IP network customers, respectively in 2Q02 as compared
to 2Q01.

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 13.1% of total operating revenues
in 2Q02 and decreased by 24.8% over the 2Q01.

Public telephone revenues decreased by 31.3% in 2Q02 to Ch$3,009 million (US$4.4 million)
as compared to the 2Q01, mainly as a result of lower average revenue per public telephone
due to mobile traffic substitution.

Information systems services (Sonda) revenues amounted to Ch$19,580 million (US$28.5
million) in 2Q02, a 30.6% decrease as compared to 2Q01, 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.

Other businesses revenues amounted to Ch$4,885 million (US$7.1 million) in 2Q02, which
represents a 23.0% increase as compared to 2Q01. These revenues include network services
and revenues from the Telemergencia' subsidiary, among others.




OPERATING COSTS AND EXPENSES: Total operating costs and expenses decreased by
5.6% in 2Q02 to Ch$178,844 million (US$259.96 million), as compared to 2Q01.

Salaries decreased by 16.8% in 2Q02 to Ch$22,108 million (US$32.1 million) as compared to
2Q01, 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 2Q02 to Ch$59,246 million
(US$86.1 million) as compared to 2Q01, mainly as a consequence of lower mobile subscriber
acquisition costs (SAC), lower uncollectable expenses and savings obtained through the cost
reduction policy which has been implemented by the Company.

Administrative and selling expenses increased by 5.7% to Ch$33,049 million (US$48.0
million), mainly due to higher expenses as a consequence of information system services with
third parties. This was mainly offset by lower advertising and promotion expenses, lower sales
commissions and lower collection expenses.

In 2Q02, EBITDA decreased by 3.8% to Ch$95,563 million (US$138.9 million), as compared to
Ch$99,348 million (US$144.4 million) recorded in 2Q01. The EBITDA margin showed an
improvement as compared to 2Q01, reaching 45.5% in 2Q02 as compared to 43.7%.

Depreciation expense increased 4.6% to Ch$64,441 million (US$93.7 million) in 2Q02 as
compared to the 2Q01, mainly as a result of an increase in the Company’s assets in service.

OPERATING INCOME reached Ch$31,122 million (US$45.2 million) in the 2Q02 as compared
to Ch$37,726 million (US$54.8 million) recorded in 2Q01. The operating margin amounted to
14.8% in 2Q02 as compared to a 16.6% operating margin registered in 2Q01.

NON-OPERATING INCOME (LOSS): Telefénica CTC Chile recorded a 38.0% decrease in its
non-operating losses, amounting to Ch$25,671 million (US$37.3 million) in the 2Q02, as
compared to a loss of Ch$41,414 million (US$60.2 million) in the 2Q01. The lower non-
operating losses in 2Q02 are primarily the result of:

(i) a 15.8% reduction in interest expenses as a result of a 20.8% reduction in average interest-
bearing debt in 2Q02 as compared to 2Q01, as well as the improvement in certain financial
conditions of some outstanding loans and the fall in market interest rates; (ii) a 73.7% decrease
in other non-operating expenses in 2Q02 as compared to 2Q01, as a consequence of higher
expenses in the previous year associated with personnel restructuring, which generated an
extraordinary charge of Ch$15,316 million (US$22.3 million) in 2Q01. Additionally, this item
includes an extraordinary charge of Ch$3,866 million (US$5.6 million) in 2Q02 for lower market
value of the investment in Terra Lycos shares as compared to the loss of Ch$3,144 million
(US$4.6 million) registered in 2Q01, and (iii) a 22.5% decrease in interest income as a result of
lower available funds which were used to decrease the Company's interest-bearing debt, as
well as lower domestic and international market interest rates.

The above was partially offset by a monetary correction loss of Ch$1,540 million (US$2.2
million) recorded in 2Q02 as compared to a positive monetary correction of Ch$3,784 million
(US$5.5 million) recorded in 2Q01. The loss in 2Q02 was mainly due to the cost of foreign
exchange hedging instruments acquired during the quarter.

INCOME TAXES: In 2Q02, Telefénica CTC Chile recorded a total income tax charge in the
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amount of Ch$5,992 million (US$8.7 million) composed of a Ch$3,589 million (US$5.2 million)
current income tax and a Ch$2,403 million (US$3.5 million) charge for deferred taxes of the
period as well as amortization of deferred taxes of previous periods.

NET LOSS reached Ch$902 million (US$1.3 million) in 2Q02, as compared to a loss of
Ch$10,055 million (US$14.6 million) recorded in 2Q01.

ADDITIONAL INFORMATION

Collective bargaining process
In June 2002, Telefénica CTC Chile carried out a collective bargaining process to renew the
collective labor contracts in effect from June 1998.

On July 1, 2002, a group of 3,445 employees, represented by one group of 11 labor unions,
went on strike. To date, the personnel situation is as follows:

Percentage
CTC S.A. LD Mobile Total olTotal

PERSONNEL
On strike 3,280 0 165 3,445 62%
Not on strike + Management 1,078 322 715 2,115 38%
Total 4,358 322 880 5,560 100%

The main issues of negotiation are:

- To adjust severance indemnities to market conditions.

- To apply differentiated salary readjustments on a case-by-case basis, and in-line. with
market conditions.

- To apply variable annual bonus payments based on results.

- Simplification and modernization of current collective agreements.

Telefénica Moévil will be assigned 20 MHz in_the 1900 MHz frequency (PCS)

In a bidding proccess, on July 18, 2002, Telefénica Movil -subsidiary of Telefénica CTC Chile-
presented the best bid for the assignment of two of the three nationwide bands of mobiie
spectrum of 10 MHz each in the 1900 MHz frecuency (PCS). The cost to be paid for these two
licenses is UF544,521 (approx. US$12.8 million).

The investment associated to this project will be approximately of US$150 million in the period
2002-2004 in GSM technology and will offer the opportunity to satisfy demand and to offer new
services. Additionally, GSM technology offers higher opportunities for future development.

Approval of a new Prepaid Service for fixed telephony customers

On May 24, 2002, Telefonica CTC Chile was notified by the Undersecretary of
Telecommunications that a new service was approved ailowing the Company to extend the
prepaid mode to fixed telephony residential customers in lower income segments and without
non-payment problems.




Among the benefits that this service provides is that payment is collected in advance,
eliminating bad debt risk. Also, that the Company can utilize the vacant network capacity in
lower income segments.

Information by Business Area 2Q02

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

Fixed telephony 53,430 51% (9,408)

Long distance 11,509 49% 4,131
Mobile 16,266 33% 1,664
Telefénica Empresas (incl. Data) 6,934 n.a. 3,437
Others n.a. n.a. (726)
Consolidated 95,483 45% (902)

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

Compariia 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 Compaiia 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 Compania de Telecomunicaciones de Chile S.A. and its
subsidiaries. Certain factors which could cause the actual results of Compaiia 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 SIX MONTHS PERIODS ENDED AS OF JUNE 30, 2001 AND 2002
Figures in Thousands of Constant Ch$ as of June 30, 2002

NET CASH PROVIDED BY USING IN OPERATING ACTIVITIES
Net income (Gain/Losses)
Result in sales of assets

(Gain) Loss in sale of fixed assets
Gain in sales of investments
Loss in sale of investments

Charges (credits) to income not affecting cash flows:

Depreciation

Write-off and provisions

Equity earnings from related companies
Equity losses from related companies
Amotization of goodwill

Amortization of negative goodwill

Price-level restatement (net)

Gain (loss) on foreign currency transactions
Other credits not affecting cash flows

Other charges not affecting cash flows

Decrease (increase) in current assets:

(Increase) Decrease in trade receivables
(Increase) Decrease in inventories
(Increase) Decrease in other current assets

Increase (decrease) in current liabilities:

Increase (decrease) in due to related companies,
related with operating activities
Increase (decrease) in accrued interest payable
Increase (decrease) in income tax payable, net
Increase (decrease) in other accounts payable
refated with non operating resuit
Increase (decrease) in value-added tax, net, and other

Income ( loss) of minority interest

2002 2001
119,555,795 89,059,683
1,335,145 (25,029,191)

(1,999,126)

310,328
1,743,721
(565,733)

160,522,528

128,975,203
10,783,423
113,055
393,425
7,669,917

3,561,433
1,960,587
18,107,481
25,399,076

7,284,530
3,740,938
7,559,130
(4,015,538)
(48,184,773)
(65,171,000)
1,570,887
23,474,263

(9,093,103)
1,034,180

597,491

(5.736)

(5,736)

152,110,728

125,277,909
11,482,171
140,597
691,580
7,557,908
1,650
(2,327,266)
(327,832)
11,507,330
21,405,835

(3,740,166)
(5,469,913)
(5,074,836)

6,804,583
(36,680,168)
(34,824,333)

4,779,610

(1,742,728)

(6,825,355)
1,932,638

2,404,216
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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 behalf by the undersigned, thereunto duly authorized.

COMPANIA DE TELECOMUNICACIONES DE CHILE S.A.

Date:  August 2, 2002




