Edgar Filing: TELECOMMUNICATIONS CO OF CHILE - Form 6-K

TELECOMMUNICATIONS CO OF CHILE
Form 6-K
June 04, 2009

SECURITIES AND EXCHANGE COMMISSION
Washington, D.C. 20549

FORM 6-K

REPORT OF FOREIGN PRIVATE ISSUER
PURSUANT TO RULE 13a-16 OR 15d-16
OF THE SECURITIES EXCHANGE ACT OF 1934

June 4, 2009

(Commission File Number: 001-10579)

COMPANIA DE TELECOMUNICA CIONES DE CHILE S.A.

(Exact name of Registrant as specified in its Charter)

TELECOMMUNICATIONS COMPANY OF CHILE

(Translation of Registrant's name into English)

Avenida Providencia No. 111, Piso 22
Providencia, Santiago, Chile
(Address of principal executive offices)

Indicate by check mark whether the registrant files or will file
annual reports under cover Form 20-F or Form 40-F.

Form 20-F ___X_ Form 40-F
Indicate by check mark if the registrant is submitting the Form 6-K

in paper as permitted by Regulation S-T Rule 101(b)(1): Yes No__ X

Indicate by check mark if the registrant is submitting the Form 6-K
in paper as permitted by Regulation S-T Rule 101(b)(7): Yes No__ X

Indicate by check mark whether by furnishing the information contained in this Form,
the registrant is also thereby furnishing the information to the Commission pursuant to
Rule 12g3-2(b) under the Securities Exchange Act of 1934.

Yes No_ X

If "Yes" is marked, indicated below the file number assigned to the
registrant in connection with Rule 12g3-2(b): __ N/A___




Edgar Filing: TELECOMMUNICATIONS CO OF CHILE - Form 6-K

Consolidated Financial Statements as of

March 31, 2009, December 31 and March 31, 2008




Edgar Filing: TELECOMMUNICATIONS CO OF CHILE - Form 6-K
COMPANIA DE TELECOMUNICACIONES DE CHILE S.A. AND SUBSIDIARIES

(Translation of financial statements originally issued in Spanish see Note 2)

CONTENTS

Report of Independent Registered Public Accounting Firm
Consolidated Balance Sheet

Consolidated Comprehensive Income Statement
Consolidated Statement of Changes in Equity
Consolidated Cash Flow Statement

Notes to the Consolidated Financial Statements

ThChS$ : Thousands of Chilean pesos




Edgar Filing: TELECOMMUNICATIONS CO OF CHILE - Form 6-K
ERNST & YOUNG LTDA.

Report of Independent Auditors
(Translation of a report originally issued in Spanish — see Note 2)

1. We have conducted a review of the interim consolidated financial situation of Compaiiia de Telecomunicaciones de
Chile S.A. and subsidiaries as of March 31, 2009 and the corresponding interim consolidated comprehensive income
statement, consolidated statement of changes in equity and consolidated cash flow statement for the three month
periods ended March 31, 2009 and 2008. Managment is responsible for the preparation and fair presentation of these
interim consolidated financial statements and their corresponding notes as stated in International Accounting Standard
("IAS") 34 "Interim Financial Reporting" described in the International Financial Reporting Standards ("IFRS"). Our
responsibility is to issue a report about the interim financial situation based on our review. The attached Ratio
Analysis and Significant Events do not form an integral part of these financial statements; therefore, this report does
not extend to this information.

2. We have performed our review in accordance with accounting standards established in Chile for an interim review
of financial information. A review of interim financial situation primarily consists of applying analytical review
procedures and of inquiries of employees responsible for financial and accounting matters. The scope of our review is
substantially less in scope than an audit conducted in accordance with generally accepted accounting standards in
Chile the objective of which is expressing an opinion on the financial statements, taken as a whole. Consequently, we
are in no position to express an opinion on these interim consolidated financial statements.

3. Based on our review, we have are not aware of any significant adjustments that should be made to the interim
consolidated financial situation of Compaiiia de Telecomunicaciones de Chile S.A. and its subsidiaries as of March
31, 2009 and the corresponding interim consolidated comprehensive income statements, consolidated statements of
changes in equity and consolidated cash flow statements for the three month periods ended March 31, 2009 and 2008
in order to be in conformity with IAS 34 "Interim Financial Reporting" described in the IFRS.




Edgar Filing: TELECOMMUNICATIONS CO OF CHILE - Form 6-K

4. Previously we have audited, in conformity with generally accepted accounting standards in Chile, the consolidated
financial statements of Compaiiia de Telecomunicaciones de Chile S.A. and subsidiaries as of December 31, 2008 end
the consolidated financial statements beginning January 1, 2008 and the corresponding consolidated income
statements, statements of changes in equity and cash flow statements for the year ended December 31, 2008 which
Management prepared as part of the Company's process of conversion to IFRS.

ERNST & YOUNG LTDA.

[s/ Andrés Marchant V.
Andrés Marchant V.

Santiago, April 23, 2009
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COMPANIA DE TELECOMUNICACIONES DE CHILE S.A. AND SUBSIDIARIES
CONSOLIDATED BALANCE SHEET
As at March 31, 2009, December 31 and January 1, 2008
(Translation of financial statements originally issued in Spanish see Note 2)

ASSETS Notes 03.31.2009 12.31.2008 01.01.2008
ThCh$ ThCh$ ThUS$
CURRENT ASSETS
Cash and cash equivalents (16) 82,026,584 71,555,375 73,084,451
Financial assets at fair value with changes in
Income 17 23,989,821 13,228,981 13,273,715
Other current financial assets 64,081 64,081 59,081
Trade and other receivables, net (12a) 153,168,412 172,159,162 192,537,092
Accounts receivable from related companies (13a) 25,639,473 28,301,797 19,781,435
Inventory (26) 5,930,669 6,920,235 6,953,964
Derivative financial instruments (15) 1,933,789 3,365,982 131,288
Prepayments 3,976,027 4,522,589 4,831,472
Prepaid taxes (22) 29,882,027 26,907,759 18,498,736
Assets of disposal group classified as held
for sale (10) 2,206,275 2,206,275 -
TOTAL CURRENT ASSETS 328,817,158 329,232,236 329,151,234
NON-CURRENT ASSETS
Other non-current financial assets 3,588,803 3,817,060 3,314,158
Trade and other receivables, net (12a) 15,614,246 14,559,192 13,054,409
Investments in associates accounted for
using
the equity method (11a) 5,187,762 5,739,831 4,449,217
Goodwill (®) 16,704,516 16,704,516 16,704,516
Intangible assets, net (7 29,960,080 32,343,927 40,314,006
Property, plant and equipment, net 9) 994,272,795 1,011,576,568  1,028,280,547
Deferred tax assets (23b) 31,477,253 34,519,405 26,678,328
Derivative financial instruments (15) 27,131,114 36,963,243 -
Prepayments 2,304,760 - 1,597,921
TOTAL NON-CURRENT ASSETS 1,126,241,329 1.156,223.742 1,134,393,102
TOTAL ASSETS 1,455,058,487 1.485.455.978 1,463,544,336
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The accompanying notes 1 to 30 form an integral part of these consolidated financial statements
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COMPANIA DE TELECOMUNICACIONES DE CHILE S.A. AND SUBSIDIARIES

CONSOLIDATED BALANCE SHEET
As at March 31, 2009, December 31 and January 1, 2008

(Translation of financial statements originally issued in Spanish

LIABILITIES Notes
CURRENT LIABILITIES
Interest-bearing loans (18)
Trade and other payables (19)
Accounts payable to related companies (13b)
Provisions (20)
Income tax payable
Deferred revenue 27
Post employment benefits obligations (21a)
Derivative financial instruments (15)
TOTAL CURRENT LIABILITIES
NON-CURRENT LIABILITIES
Interest-bearing loans (18)
Deferred tax liabilities (23b)
Deferred revenue 27
Post employment benefits obligations (21a)
Derivative financial instruments (15)
TOTAL NON-CURRENT
LIABILITIES
EQUITY
Issued capital (14)
Other reserves
Accumulated deficit
Equity attributable to equity holders of the
parent
Minority interests (28)

TOTAL EQUITY

03.31.2009

ThCh$

120,060,573
175,007,354
41,871,335
7,072,336
11,496,941
5,389,525
3,542,422
17,064,269

381,504,755

320,662,149
93,946,214
3,878,550
42,426,977
4,628,876

465,542,766

943,227,302
(20,061,997)
(315,309,766)

607,855,539
155,427

608,010,966

see Note 2)

12.31.2008

ThCh$

130,058,223
197,401,651
40,276,614
7,072,336
9,663,951
5,034,107
2,898,105
6,253,701

398,658,688

339,944,454
95,247,850
3,930,500
42,464,712
470,129

482,057,645

943,227,302
(11,765,133)
(326,862,636)

604,599,533
140,112

604,739,645

01.01.2008

ThUS$

77,916,022
167,749,765
33,448,644
16,230,842
12,969,059
5,223,941
1,996,786
23,464,760

338,999,819

310,968,960
112,060,323
4,153,591
30,838,659
45,373,745

503,395,278

904,735,562
(16,639,615)
(267,201,046)

620,894,901
254,338

621,149,239
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TOTAL LIABILITIES AND
EQUITY 1,455,058,487 1.485.455.978 1,463,544,336

The accompanying notes 1 to 30 form an integral part of these consolidated financial statements
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COMPANIA DE TELECOMUNICACIONES DE CHILE S.A. AND SUBSIDIARIES
CONSOLIDATED COMPREHENSIVE INCOME STATEMENT
For the periods ended March 31, 2009 and 2008
(Translation of financial statements originally issued in Spanish see Note 2)

For the periods ended March

31,
Notes 2009 2008
ThCh$ ThCh$
STATEMENTS OF COMPREHENSIVE INCOME
Revenues (26a) 174,598,750 177,280,189
Other operating income (26a) 3,742,813 2,230,545
Employee expenses (23b) (23,750,450) (22,170,610)
Depreciation and amortization (41,084,612) (44,395,332)
Other miscellaneous operating expenses (26a) (93,725,928) (94,960,638)
Financial expenses (net) (26b) (7,293,629) (6,497,450)
Income on investments (26b) 1,901,976 1,501,959
Participation in profits of associates accounted for
using the equity method (554,284) 458,558
Foreign currency exchange differences 1,251,393 (3,182,776)
Profit before taxes 15,086,029 10,264,445
Income taxes (12) (3,517,484) (482,386)
PROFIT FOR THE YEAR 11,568,545 9,782,059
PROFIT ATTRIBUTABLE TO HOLDERS OF
INSTRUMENTS OF PARTICIPATION IN THE NET
EQUITY OF THE CONTROLLER AND MINORITY
PARTICIPATION
Profit attributable to equity holders of the parent 11,552,870 9,862,329
Profit/ (loss) attributable to minority interests (19e) 15,675 (80,270)
PROFIT FOR THE YEAR 11,568,545 9,782,059
PROFIT PER SHARE
COMMON SHARES
Basic and diluted profit per share attributable to equity holders
of the parent in thousands 0.0120 0.0102

10
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DILUTED COMMON SHARES
Diluted profit per share 0.0120

The accompanying notes 1 to 30 form an integral part of these consolidated financial statements

5

0.0102
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COMPANIA DE TELECOMUNICACIONES DE CHILE S.A. AND SUBSIDIARIES

CONSOLIDATED COMPREHENSIVE INCOME STATEMENT

For the periods ended March 31, 2009 and 2008
(Translation of financial statements originally issued in Spanish

STATEMENT OF OTHER COMPREHENSIVE INCOME
GAIN

OTHER INCOME AND EXPENSES WITH A (CHARGE)/
CREDIT TO NET EQUITY

Cash flows hedge
Conversion adjustments
Adjustments of associates

Total other income and expenses with a (charge)/ credit to net
equity

Total comprehensive income and expenses

INCOME FROM INTEGRAL REVENUES AND
EXPENSES
ATTRIBUTABLE TO
Income from integral revenues and expenses attributable to
majority
shareholders
Income from integral revenues and expenses attributable to
minority
participations

Total income from integral revenues and expenses

Notes

see Note 2)

For the periods ended March

31,

2009

ThCh$

11,552,870

3,253,790

2,216

3,256,006

14,808,876

14,808,876
15,675

14,824,551

2008

ThCh$

9,862,329

(723,481)
85,208

(638,273)

9,224,056

9,224,056

(80,270)

9,143,786

The accompanying notes 1 to 30 form an integral part of these consolidated financial statements
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At January 1,
2009
Income from
comprehensive
revenues and
expenses
Dividends
Other
increases
(decreases) in
net equity

Changes in
equity

At March 31,
2009

At January 1,
2008
Income from
comprehensive
revenues and
expenses
Income from
comprehensive
revenues and
expenses
IFRS
adjustments
Dividends
Capital
reduction
Other
increases
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COMPANIA DE TELECOMUNICACIONES DE CHILE S.A. AND SUBSIDIARIES
CONSOLIDATED STATEMENT OF CHANGES IN EQUITY
For the periods ended March 31, 2009 and December 31, 2008
(Translation of financial statements originally issued in Spanish see Note 2)

Changes in other reserves
Changes in
issued capital

Unrealized gain or
loss on
hedge operations

Reserves Conversion

Ordinary shares for proposed dividends reserves

ThCh$ ThCh$ ThCh$ ThCh$
943,227,302 - - (1,683,880)
- (11,552,870) - -
) - - 3,253,790
- (11,552,870) - 3,253,790
943,227,302 (11,552,870) - 1,569,910
904,735,562 (10,856,131) (555,223) (1,429,252)
. 17,611,683 - )
- (17,611,683) - -
(39,243,441) - - -
77,735,181 10,856,131 555,223 (254,628)

€a

Other miscellaneous reserve:

(10,081,25

2,21

2,21

(10,079,03

(3,799,00

(6,282,24

13



(decreases) in
net equity

Changes in
shareholders
equity

At December
31, 2008

Beginning
balance
previous
period
01/01/2008
Income from
comprehensive
revenues and
expenses
Income from
comprehensive
revenues and
expenses
IFRS
adjustments
Dividends
Other
increases
(decreases) in
net equity

Changes in
shareholders
equity
At December
31, 2008
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38,491,740 10,856,131 555,223 (254,628) (6,282,24
943,227,302 - - (1,683,880) (10,081,25
904,735,562 (10,856,131) (555,223) (1,429,252) (3,799,00

- 1,044,732 - -

- (1,044,732) - )

7,237,844 10,856,131 85,208 (723,481)

7,237,844 10,856,131 85,208 (723,481)
911,973,406 - (470,015) (2,152,733) (3,799,00

The accompanying notes 1 to 30 form an integral part of these consolidated financial statements
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COMPANIA DE TELECOMUNICACIONES DE CHILE S.A AND SUBSIDIARIES
CONSOLIDATED CASH FLOW STATEMENT

For the periods ended March 31, 2009 and 2008
(Translation of financial statements originally issued in Spanish

CASH FLOWS FROM OPERATING ACTIVITIES

Profit

Non-cash adjustments

Depreciation

Amortization of intangible assets

Net foreign currency exchange differences

Gain on disposal of property, plant and equipment
Equity in earnings of equity method investees
Provisions and write offs

Deferred tax provision

Other debits to income that do not represent cash flow

Total non-cash adjustments
Total cash flows before changes in working capital
Working capital increase/ (decrease)
Inventories

Trade and other receivables
Prepayments

Financial instruments designated as at fair value with changes in

income
Other assets
Trade and other payables
Deferred revenue
Taxes payable
Post-employment benefits obligations
Other liabilities

Total decrease in working capital, net

NET CASH FLOWS FROM OPERATING ACTIVITIES

see Note 2)

2009

ThCh$

11,552,870

37,218,209
3,866,403
(1,251,393)

554,284
(8,863,894)
(1,873,370)

2,212,921

31,863,160

43,416,030

(739,136)
(10,610,338)
(546,562)

10,760,840
(54,110)
(31,695,894)
355,419
1,832,990
644,316
7,574,416
(22,478,059)

20,937,971

For the periods ended March
31,

2008

ThCh$

9,862,329

39,283,750
5,111,582
3,182,777

(34,664)
(458,558)

(8,392,844)

(4,783,259)
1,247,078

35,155,862

45,018,191

510,093
1,858,243
(157,650)

(5,667,188)
(21,852,087)
272,396
750,570
901,307
(2,478,136)
(25,862,452)

19,155,739

The accompanying notes 1 to 30 form an integral part of these consolidated financial statements
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COMPANIA DE TELECOMUNICACIONES DE CHILE S.A AND SUBSIDIARIES
CONSOLIDATED CASH FLOW STATEMENT

For the periods ended March 31, 2009 and 2008
(Translation of financial statements originally issued in Spanish

Notes

CASH FLOWS FROM INVESTING ACTIVITIES

Proceeds from sale of property, plant and equipment
Proceeds from sale of financial instruments

Receipt of dividends

Purchase of property, plant and equipment

Purchase of financial instruments

NET CASH FLOWS USED IN INVESTING
ACTIVITIES

CASH FLOWS FROM FINANCING ACTIVITIES

NET INCREASE (DECREASE) IN CASH AND
CASH EQUIVALENTS

CASH AND CASH EQUIVALENTS AT BEGINNING OF
YEAR

CASH AND CASH EQUIVALENTS AT END OF YEAR

see Note 2)

2009

ThCh$
287,793
8,125,100

1,791,228
(20,670,883)

(10,466,762)

10,471,209

71,555,375

82,026,584

The accompanying notes 1 to 30 form an integral part of these consolidated financial statement

9

For the periods ended March
31,

2008

ThCh$
249,300
1,798,667
1,443,110

(27,295,016)
(2,350,000)

(26,153,939)

(6,998,200)

73,084,451

66,086,251
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COMPANIA DE TELECOMUNICACIONES DE CHILE S.A. AND SUBSIDIARIES

Notes to the Consolidated Financial Statements, continued
(Translation of financial statements originally issued in Spanish see Note 2)

1. Corporate information:

Compaiiia de Telecomunicaciones de Chile S.A. and subsidiaries ( Telefénica Chile S.A or the Company ) provides
telecommunications services in Chile, consisting of fixed telecommunications, television, long distance, corporate
communications and other services. The Company is located in Santiago, Chile, at Avenida Providencia No. 111.

The Company is an open stock corporation that is registered with the Securities Registry under No. 009 and therefore

is subject to supervision by the Chilean Superintendency of Securities and Insurance ( SVS ) as well as by the United
States Securities and Exchange Commission ( SEC ) since the listing of its shares on the New York Stock Exchange in
the United States ( ADRs ) in 1990.

Telefénica Chile S.A., is part of the Telefénica Group. Its parent company is Telefénica Internacional S.A., which is
headquartered in Spain.

The consolidated financial statements of Telef6énica Chile S.A. for the period ended March 31, 2009 were approved
and authorized for issue at the Board of Directors Meeting held on April 23, 2009.

The subsidiary companies registered in the Securities Registry are detailed as follows:

Participation percentage

- Taxpayer Registration (direct and indirect)
sl number number 2009 2008

% %
Telefonica Larga Distancia S.A. 96,551,670-0 456 99.89 99.89
Telefonica Asistencia y Seguridad S.A. (1) 96,971,150-8 863 - 99.99

December 31, 2008 Telefénica Chile S.A absorbed subsidiary Telefénica Asistencia y Seguridad S.A, through the
acquisition of the participation of Telefénica Gestién de Servicios Compartidos Chile S.A. in that company,
equivalent to 0.001%, resulting in ownership of all the shares of that company by Telefénica Chile S.A.

2. Significant accounting principles:
a) Accounting period
These consolidated financial statements (hereinafter, financial statements ) cover the following periods:

- Consolidated Balance Sheets and Consolidated Statement of Changes in Equity: for periods ended March 31, 2009
and December 31, 2008.

- Consolidated Income Statement and Consolidated Cash Flow Statements: for periods ended March 31, 2009 and
March 31, 2008.

18
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b) Basis of preparation

The financial statements have been prepared in accordance with International Financial Reporting Standards (IFRS) as
issued by the International Accounting Standards Board (IASB). The figures included in these financial statements are
expressed in thousands of Chilean pesos, since the Chilean peso is the Company s functional and reporting currency.
All values are rounded to the nearest thousand, except when otherwise indicated.

10
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2. Significant accounting principles, continued

¢) Basis of presentation

The financial statements for March 31, 2009 and December 31, 2008 and their corresponding notes are shown in a
comparative manner to the financial statements for 2009.

For the convenience of the reader these financial statements have been translated from Spanish to English.

d) Basis of consolidation

The financial statements of Compaifiia de Telecomunicaciones de Chile S.A. and its subsidiaries include the assets and
liabilities as of March 31, 2009 and December 31, 2008, and income and cash flows as of March 31, 2009. All
intercompany balances, income and expenses and unrealized gains and losses resulting from intercompany
transactions have been eliminated in full, and the participation of minority investors has been recognized under the

heading Minority interests (see Note 18e).

The financial statements of the consolidated companies cover the periods ended on the same date as the individual
financial statements of the parent company and have been prepared applying uniform accounting policies.

The companies included in the consolidation are detailed as follows:

Participation percentage

Taxpayer number Company name 2009 2008

Direct Indirect Total Total

96,551,670-0 Telefonica Larga Distancia S.A. 99.89 - 99.89 99.89

Telefonica Gestion de Servicios

96,961,230-5 Compartidos Chile S.A. 99.99 - 99.99 99.99

74,944,200-k  Fundacion Telefonica Chile 50.00 - 50.00 50.00
Telefonica Asistencia y Seguridad

96,971,150-8 S.A. (1) - - - 99.99

90,430,000-4 Telefénica Empresas Chile S.A. 99.99 - 99.99 99.99

78,703,410-1 Telefénica Multimedia Chile S.A. 99.99 - 99.99 99.99

96,811,570-7 Instituto Telefénica Chile S.A. - 99.99 99.99 99.99

(1) On December 31, 2008 Telefénica Chile S.A absorbed subsidiary Telefénica Asistencia y Seguridad S.A, through
the acquisition of the participation of Telefénica Gestién de Servicios Compartidos Chile S.A. in that company,
equivalent to 0.001%, resulting in ownership of all the shares of that company by Telef6nica Chile S.A.

e) Foreign currency translation
Assets and liabilities in US$ (United States dollars), Euros, Brazilian Real, UF (Unidades de Fomento) and JPY

(Japanese Yen), have been converted to Chilean pesos using the observed exchange rates as of the close of each
period, detailed as follows:

20
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Date US$ EURO REAL JPY UF
Mar-31-2009 583.26 77541 251.89 5.88 20,959.77
Dec-31-2008 636.45 898.81 271.70 7.05 21,452.57
Mar-31-2008 437.71 690.94 249.99 4.39 19,822.53

Foreign currency exchange differences are recognized in income for the year under Foreign currency exchange
differences .

11
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2. Significant accounting principles, continued

Foreign currency translation, continued

The closing exchange rates for the period have been used in the conversion of the financial statements of foreign
companies, with the exception of: i) capital and reserves, which have been converted at the historical exchange rate;
and ii) income statements and statements of cash flows, which have been converted at the average exchange rate for
the year.

Foreign currency translation difference generated as a consequence of the application of these criteria is included in

Currency translation difference , under Net shareholders equity attributable to holders of equity instruments net of
controllers , deducting the part corresponding to minority interests, which is presented under the heading Minority
interests

f) Investment in related companies

The Company s investment in the companies over which it exercises significant influence without exercising control is
recorded using the equity method. The investment is recorded initially at cost, and its book value is modified based on
the participation in the income of the associated company at each year-end. If it records net income or losses directly
in its net shareholders equity, the Company also recognizes the participation corresponding to it in those items.

g) Goodwill

Goodwill represents the surplus of the acquisition cost in comparison to the fair value, as of the acquisition date, of
identifiable assets, liabilities and contingent liabilities acquired. After initial recognition, goodwill is recorded at cost
less any accumulated impairment loss.

The Company tests goodwill impairment annually and when there are indicators that the net carrying amount might
not be fully recoverable. The impairment test which is based on fair value is performed for each cash generating unit
for which the goodwill has been allocated. If that fair value is less than the carrying amount, an irreversible
impairment loss is recognized in the income statement.

h) Intangible assets

Intangible assets are recorded at their acquisition or production cost, less accumulated amortization and less any
accumulated impairment loss.

All recognized intangible assets have defined useful lives and are amortized over their estimated useful lives and as of
the balance sheet date are analyzed for the existence of events or changes indicating that the net book value might not

be recoverable, in which case they are tested for impairment.

The methods and periods of amortization applied are reviewed at each period-end and, if necessary, are adjusted in a
prospective manner.

The Company amortizes intangible assets on a straight line basis over their estimated useful lives, which for software
licenses are 3 years and for rights to underwater cable are a maximum of 15 years.

12
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2. Significant accounting principles, continued

i) Property, plant and equipment

Property, plant and equipment items are valued at acquisition cost, less accumulated depreciation and less applicable
impairment losses. Land is not depreciated.

Acquisition cost includes external costs plus internal costs comprising consumption of warehouse materials, cost of
direct labor used in the installation and imputation of indirect costs necessary for the intended use of the asset.

Interest and other financial expenses incurred and directly attributable to the acquisition or construction of qualifying
assets, may be capitalized. Qualifying assets, under the criteria of the Telefénica Group, are assets that require at least

18 months of preparation for their use or sale. At year-end 2007 and 2008 there are no capitalized interests.

Costs for improvements that result in increased productivity, efficiency, or extension of the useful lives of assets, are
capitalized as higher cost of such assets when they comply with the requirements to be recognized as an asset.

Repair and maintenance expenses are charged to the income statement account for the year in which they are incurred.
j) Depreciation of property, plant and equipment:

The Company depreciates property, plant and equipment from the moment in which the assets are in a condition to be
used, distributing the cost of assets in a straight-line method over the estimated useful lives. The Company s average

annual financial depreciation rate is approximately 8.32% for 2009, and 7.79% for 2008.

The estimated useful lives, are detailed as follows:

Assets Range of years
Buildings and components 40

Plant and equipment:

Central office telephone equipment 7to 12
External Plant 20
Subscribers equipment 2to7
Information technology equipment 4

Fixed installations and accessories
Motor vehicles
Leasehold improvements

(O NN |

Estimated residual values, the depreciation methods and useful lives applied, are reviewed at each year-end and, if
applicable are adjusted in a prospective manner.
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2 Significant accounting principles, continued

k) Assets of disposal group classified as held for sale

Assets of disposal group classified as held for sale are measured at the lower of the book and fair values, less the cost
to sell. Assets are included in this heading when the book value can be recovered through a sales transaction which is
highly likely to take place and when they are immediately available in their present condition. Management must be
committed to a plan to sell the asset and must have actively begun a program to find a buyer and complete the plan.
Likewise, it must be expected that the sale will qualify for full completion within a year following its classification
date.

Property, plant and equipment classified as held for sale is not depreciated
1) Impairment of non-current assets

At each period-end the existence of possible impairment of non-current assets other then goodwill is evaluated.
Should such indications exist, the Company estimates the recoverable value of the asset, which is the greater of fair
value less cost to sell or value in use. Such value in use is determined through discounting estimated future cash flows.
When an asset s recoverable value is below its net book value, impairment is considered to exist.

In order to calculate impairment, the Company estimates the profitability of assets assigned to the different cash
generating units based on the expected cash flows.

The discount rates used are determined before taxes and are adjusted by the corresponding country risk and business
risk. Thus, in 2009 and 2008 the rate used was 12%. No impairment adjustments were made in 2009 and 2008.

m) Leases

Leased assets for which the renter maintains a significant part of the risks and benefits inherent to the rented property
are considered operating leases. Payments made under agreements of this nature are charged to the income statement
account in a straight-line method over the term of the lease.

Leased assets for which the significant risks and benefits characteristic of the leased property are transferred to the
Company are considered financial leases, and the asset and the associated debt are recorded at the beginning of the
term of the lease for the amount of the fair value of the leased asset or the present value of the minimum agreed
installments, whichever is lower. Financial expenses are charged to the income statement account over the life of the
agreement. Depreciation of these assets is included in total depreciation of the Property, plant and equipment heading.
The Company carries out procedures to determine whether an arrangement contains a lease. At 2009 and 2008
period-end, no embedded leases were identified.
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2. Significant accounting principles, continued

n) Income taxes
The income tax expense for each year comprises current and deferred income taxes.

Tax credits and liabilities for the current period and prior periods are measured at the estimated amount recoverable or
payable to the tax authorities. The Company uses the tax rates and government regulations current as of each
period-end to calculate those amounts, which for 2009 and 2008 is 17%.

The deferred tax amount is obtained from analyzing temporary differences that arise due to differences between the
tax and book values of assets and liabilities, mainly allowance for doubtful accounts, depreciation of Property, plant
and equipment, staff severance indemnities and tax losses. Under Chilean tax regulations, tax loss carry forwards can
be realized as future tax benefits with no time restrictions.

Temporary differences generally become taxable or deductible when the related asset is recovered or the related
liability is settled. A deferred tax liability or asset represents the amount of tax payable or refundable in future years
under the currently enacted tax laws and rates as a result of temporary differences at the end of the current year.

Deferred tax assets and liabilities are not discounted at their current value and are classified as non-current.
o) Financial assets and liabilities

All purchases and sales of financial assets are recognized at fair value on the negotiation date, which is the date on
which the commitment to purchase or sell the asset occurs

i) Financial investments

Marketable financial assets, i.e. investments made in order to obtain short-term yields due to changes in prices, are
classified within the category of at fair value with changes in income and are presented as current assets. This category
is used for financial assets for which an investment and de-investment strategy is established. All financial assets
included in this category are recorded at fair value, which is obtained from observable market data. The resulting gains

or losses from variations in their fair value at each period-end are recognized in the income statement whether they are
realized or not.

ii) Accounts receivable
Accounts receivable correspond to financial assets with fixed and determinable payments that are not traded in an
active market. Trade receivables are recognized for the amount of the invoice and adjusted with an allowance for

doubtful accounts.

The allowance is calculated by applying different percentages based on age factors until 100% is reached for debts
exceeding 120 days and other specific account analyses.

Short-term trade accounts receivable are not discounted. The Company has determined that the calculation of the
amortized cost is the same as the invoiced amount since the transaction has no significant associated costs.
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2. Significant accounting principles, continued

o) Financial assets and liabilities, continued
iii) Cash and cash equivalents

Cash and cash equivalents recognized in the financial statements comprise cash and bank checking accounts, time
deposits and other very liquid investments with an original maturity of three months or less. These items are recorded
at their historical cost, which does not significantly differ from their realization value.

iv) Interest-bearing loans

Financial liabilities are valued at amortized cost using the effective interest rate method. Any difference between the
cash received and the reimbursement value is imputed directly to income over the term of the agreement. Financial
obligations are presented as non-current liabilities when their expiration term exceeds twelve months.

v) Derivative financial instruments

The Company uses derivative financial instruments to manage exposure to exchange rate and interest rate risks. The
Company s objective in maintaining derivatives is to minimize these risks using the most effective method to eliminate
or reduce the impact of these exposures.

Derivative financial instruments are carried at fair value, which normally coincides with the cost. Subsequently, the
book value is adjusted to its fair value, presenting the derivative financial instruments as financial assets or as
financial liabilities depending on whether the fair value is positive or negative, respectively. They are classified as
current or non-current depending on whether they mature in less or more than twelve months. Likewise, derivative
financial instruments that meet all requirements to be treated as hedge instruments for long-term items are presented
as non-current assets or liabilities, according to their terms.

Hedging of the risk associated to the variation of the exchange rate of a firm committed transaction can be treated as a
fair value hedge or of a cash flow hedge.

Changes in the fair value of derivatives that have been assigned as and fulfill the requirements to be treated as fair
value hedge instruments, are recognized in the income statement.

Changes in the fair value of highly effective derivatives that meet the requirements of and have been assigned as cash
flow hedges are recognized in shareholders equity. The part considered ineffective is imputed directly to income.
When the forecast transaction or the firm commitment are recognized in the accounting records of a non-financial
asset or liability, net income or losses accumulated in shareholders equity become part of the initial cost of the
corresponding asset or liability. On the other hand, net income or losses previously recognized in shareholders equity
are recognized to income in the same period in which the hedged transaction affects net income.
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2. Significant accounting principles, continued

o) Financial assets and liabilities, continued
v) Derivative financial instruments, continued

Initially the Company formally documents the hedge relationship between the derivative and the
hedged item, as well as the risk management objectives and strategies pursued when establishing the
hedge. This documentation includes identification of the hedge instrument, the hedged item or
operation and the nature of the hedged risk. Likewise, it states the manner for evaluating its level of
effectiveness in compensating the exposure of the hedged element to changes, whether in its fair value
or cash flows attributable to the risk being hedged. Evaluation of the effectiveness is prospective and
retroactive, both at the beginning of the hedge relationship as well as systematically throughout the
period for which it was designated.

The fair value of the derivatives portfolio reflects estimations that are based on calculations made
using observable market data and specific tools for valuation and management of the risk of
derivatives widely used by various financial entities.

p) Inventory

Materials stored for installation in investment projects as well as inventory for consumption and replacement are
valued at cost or net realization value, whichever is lower. Inventory movements are controlled for using the FIFO
method.

When cash flows related to inventory purchases are the object of an effective hedge, the corresponding net income or
loss accumulated in shareholders equity becomes part of the cost of the inventory acquired.

The value of products that are obsolete, defective or have a slow turnover has been reduced to their possible net
realization value, which has been determined on the basis of a study of materials with slow turnover.

q) Provisions
i) Post-employment benefits

The Company is obligated to pay staff severance indemnities pursuant to collective negotiation
agreements, which are provisioned using the method of actuarial value of the accrued cost of the
benefit, using an annual discount rate of 4.8% as of March 31, 2009 and of 6% as of March 31, 2008,
respectively, as detailed in Note 4, considering estimations such as future permanence, employee
mortality rate and future salary increases determined on the basis of actuarial calculations. Discount
rates are determined by reference to market interest curves.

ii) Other Provisions

Provisions are recognized when the Company has a present legal or constructive obligation, as a
consequence of a past event, whose settlement requires an output of resources that is considered
probable and can be reliably estimated. That obligation can be legal or implied, derived from, among
other factors, regulations, contracts, habitual practices or public commitments that create valid
third-party expectations that the Company will assume certain liabilities.
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2. Significant accounting principles, continued

r) Revenues and expenses

Revenues and expenses are recognized in the income statement based on the accrual criteria, i.e. when the real flow of
goods and services that they represent is produced, regardless of the moment at which the cash flows.

The Company s revenues are produced mainly by providing the following telecommunications services: traffic,
connection charges, monthly fees for the use of the network, interconnection, network and equipment rental, sale of
equipment and other services, such as value added services (data or text messaging, among others) or maintenance.
Products and services can be sold separately or jointly, in commercial packages.

Income from traffic is based on the call initiation establishment tariff plus tariffs per call, which vary depending on the
time consumed by the user, the distance of the call and type of service. Traffic is recorded as income as income as it is
used. The amount corresponding to traffic that has been pre-paid and is pending use generates deferred income which
is recorded in liabilities. Prepaid cards usually have an expiration period of up to twelve months, and any unused
prepaid traffic is recognized directly in income when the card expires, since as of that moment the Company has no
remaining obligations to provide the service.

In the case of sale of traffic, as well as of other services, through a fixed tariff for a certain period of time (flat rate),
income is recognized using the straight-line method over the period of time covered by the rate paid by the customer.

Income from connection charges generated when customers connect to the Company s network is deferred and
recognized in income over the average estimated term of the duration of the relationship with the customer. This
income varies depending on the type of service. All associated costs, except those related to extension of the network
and administrative and commercial expenses are recognized in the income statement when they are incurred.

Monthly fees are recognized in income using the straight-line method in the corresponding period. Rentals and other
services are recognized in income as the service is provided.

Income from interconnection of fixed-mobile and mobile-fixed calls, as well as from other services used by
customers, are recognized in the period in which those calls are made.

Commercial package offers that combine different elements, in the areas of telephone service, internet and television,
are analyzed to determine whether it is necessary to separate the different elements identified, applying in each case
the appropriate revenue recognition criteria. Total income from the package is distributed among its identified
elements by function of their respective fair values (i.e. the fair value of each individual component in relation to the
total fair value of the package).

All expenses related to these mixed commercial offers are recognized in the income statement as they are incurred.
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2. Significant accounting principles, continued

s) Significant estimates

Below we show the main assumptions, judgments and other relevant sources of uncertainty in the estimations made as
of the closing date, which could have a significant effect on the financial statements in the future.

i) Property, plant and equipment, goodwill and other intangible assets

The accounting treatment of investment in property, plant and equipment and other intangible assets considers
estimations made to determine the useful lives used to calculate depreciation and amortization.

Determination of useful lives requires estimations regarding expected technological evolution and alternate uses of the
assets. The hypothesis regarding the technological framework and its future development implies a significant degree
of judgment as the moment and nature of future technological changes are hard to foresee.

ii) Deferred taxes

The Company evaluates the recoverability of deferred tax assets based on estimations of future income. That
recoverability depends in the last instance on the Company s capacity to generate taxable income throughout the period
in which the deferred tax assets are deductible. The analysis takes into consideration the foreseen schedule for reversal
of deferred tax liabilities as well as estimated taxable profits on the basis of internal projections which are updated to
reflect the most recent operating trends.

Determination of the adequate classification of tax items depends on various factors, including estimation of the time
and realization of deferred tax assets and the expected amount of tax payments. Actual income tax collection and
payment flows could result in an amount different than the estimations made by the Company as a consequence of
changes in government legislation or unforeseen future transactions that could affect tax balances.

iii) Provisions

Due to the uncertainties inherent in the estimations necessary to determine the amount of provisions, real
disbursements could differ from the amounts originally recognized on the basis of the estimations made.

iv) Recognition of revenues

Agreements that combine more than one element

Commercial package offers that combine different elements are analyzed to determine whether it is necessary to
separate the different elements identified, applying the appropriate revenue recognition criteria in each case. Total

income from the package is distributed among its identified elements based upon their respective fair values.

Determination of the fair values of each of the elements identified implies the need to perform complex estimations
due to the nature of the business.

A change in the estimation of the relative fair value could affect the distribution of revenues among the components
and, as a consequence of this, revenues for future years.
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2. Significant accounting principles, continued

s) Significant estimates, continued
v) Post-employment benefits

The cost of defined benefit post retirement plans as well as the present value of the obligation is determined using
actuarial valuations. The actuarial valuation involves making assumptions about discount rates, future salary
increases, mortality rates and future pension increases. All assumptions are reviewed at each reporting date. In
determining the appropriate discount rate management considers the interest rates of corporate bonds in the country
with an AA rating. The mortality rate is based on publicly available mortality tables for the specific country.

Future salary increases and pension increases are based on expected future inflation rates for the specific country.
Further details about the assumptions used are given in Note 21.
vi) Financial assets and liabilities

Where the fair value of financial assets and financial liabilities recorded in the balance sheet cannot be derived from
active markets, it is determined using valuation techniques including the discounted cash flows model. The inputs to
these models are taken from observable markets where possible, but where this is not feasible, a degree of judgment is
required in establishing fair values. The judgments include considerations of inputs such as liquidity risk, credit risk
and volatility. Changes in assumptions about these factors could affect the reported fair value of the financial
instruments.

t) Methods of consolidation
Consolidation has been carried out by applying the following methods of consolidation:

Global integration method for companies over which control is exerted, whether through effective dominion or due to
the existence of agreements with the rest of the shareholders.

All balances and transactions between consolidated companies have been eliminated in the consolidation process.
Likewise the margins included in the transactions performed by companies that are dependent on other Company
companies for goods or services that can be capitalized have been eliminated in the consolidation process.

The income statement and the consolidated cash flow statement gather, respectively, the revenues and expenses and
cash flows of the companies that stop forming part of the Company up to the date on which the participation has been
sold or the company has been liquidated.

The value of the participation of minority shareholders in the shareholders equity and income of the dependent
companies consolidated through global integration are presented under Minority Participations and Income

Attributable to Minority Participations , respectively.

20

31



Edgar Filing: TELECOMMUNICATIONS CO OF CHILE - Form 6-K

2. Significant accounting principles, continued

u) New IFRS and interpretations of the IFRS Interpretations Committee (IFRIC)

The following published IFRS and interpretations of the IFRIC have been issued are still not effective to the

Company.

Amendment of IFRS
1

Amendment of IFRS
2

Amendment of IFRS
3R

IFRS 8

Amendment of IAS
1R

Amendment of IAS
23

Amendment of IAS
27R

Amendment of IAS
32yIAS 1
Amendment of IAS
39

IFRIC 13
IFRIC 16

Standards and Standard Amendments

First-time Adoption of International Financial Reporting Standards
Share-based Payment

Business Combinations
Operating Segments

Presentation of Financial Statements reviewed presentation
Borrowing Costs

Consolidated and Individual Financial Statements

Financial Instruments: Disclosure and Presentation - putt able

financial instruments and obligations arising on liquidation

Financial Instruments: Recognition and Measurement

Interpretations

Customer Loyalty Programs
Hedges of a Net Investment in a Foreign Operation
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Date of
mandatory
application

January 1, 2009

January 1, 2009

July 1, 2009
January 1, 