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FINANCIAL SERVICES SECTOR

LQ INVERSIONES FINANCIERAS

LQIF

In 2000, Quifienco created LQ Inversiones Financieras S.A., a wholly-owned subsidiary,
to consolidate the conglomerate’s investments in the financial sector under a
“multibank” concept. In addition to carrying out the characteristic activities of a
financial entity, LQIF, in the future, will also provide additional services such as financial

advisory services, investment banking, and insurance services.

At the end of the year 2000, LQ Inversiones Financieras held 51.2% of Banco de

A. Edwards and 12.3% of Banco de Chile.

Quifienco has vast experience in the banking business, dating back to 1981 when it
acquired control of Banco O’Higgins. It later acquired a significant stake in Banco de
Santiago. In the 1990s, Quifienco joined forces with Banco Central Hispanoamericano
to form OHCH. OHCH acquired control of Banco de Santiago, which it later merged
with Banco O’Higgins. This operation formed the largest financial entity in the country

at the time.

After selling OHCH in 1999 for US$ 600 million, Quifienco acquired 51.2% of Banco de

A.Edwards. At the same time, it began to invest in Banco de Chile.

On December 14,2000, Quifienco, through LQ Inversiones Financieras, agreed to acquire
an additional 35.8% of Banco de Chile, one of the most prestigious and profitable

banking institutions in Chile.

The acquisition of Banco de Chile was formally concluded on March 27,2001, when
LQIF’s stake reached 52.7% and control of the institution was achieved. The operation
marked Quifienco’s repositioning as the most important player in the local banking

industry.

BANCO DE CHILE
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Banco de Chile

Banco de Chile is one of the most traditional and prestigious financial

institutions in Chile, serving the country through its nationwide service
network. As of December 31, 2000, it had total loans of Ch$3,710,421
million, capital and reserves of Ch$300,519 million, and a net profit of
Ch$81,958 million for the twelve month period. Return on annualized
capital in 2000 was 27.3%. As in 1999, Banco de Chile’s rate of return
was the highest in the financial system, once again doubling the

industry’s average return of 12.7%.

BANCO DE CHILE - TOTAL LENDING (in millions of Ch$)
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On December 14,2000, Quifienco, through its
wholly-owned subsidiary, LQ Inversiones

Financieras, agreed to acquire an
additional 35.8% of Banco de Chile.
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BANCO DE A. EDWARDS.

Banco de A. Edwards, founded in 1866, is one of the oldest and most respected financial

institutions in Chile.

As of December 2000, Banco de A. Edwards ranked fourth in total lending in the private
banking sector. It has a 8.3% market share, a significant increase over the 7.7% share
it had achieved in 1999, making it the banking entity with the highest growth registered
during the year among the five largest banks- in terms of lending — in the local financial
system. This achievement demonstrates the institution’s growth potential and its

success in positioning itself as a market leader.

Total lending (net of interbank credits) grew by 9.4% in 2000 in real terms, comparing
favorably to the local financial system growth of 4.6%. During the year, Banco de A.
Edwards’ branch network expanded from 75 to 86 branches, its ATM network grew by
90% to 282, and all technology information systems were fortified, especially those
related to the Internet and other remote channels. This is evidenced by the fact that
Banco de A. Edwards now processes 15.3% of all its banking transactions via Internet.
In addition, Banco de A. Edwards’ clients account for more than 11% of all Internet

clients operating in the local banking system, and 9% of all web transactions.

Consistent with Banco de A. Edwards’ strategy, growth in lending during the year 2000
was oriented towards low-risk segments of the market such as large corporations and
high-income individuals. Loans to large corporations grew by over 63%, and loans to
high-income individuals, a traditional market for this institution, grew by 14%. The
growth experienced in these sectors resulted in an increase in the total number of
clients of more than 4% during the year. Additionally, the number of clients maintaining

current accounts with the bank jumped by 10% in 2000.

In order to achieve growth targets in its main client segments, Banco de A. Edwards
strengthened its sales force and the number of professionals dedicated to serving
specific client needs. The external sales force was increased by 65% and other client

service personnel by 13% during 2000.

BANCO A. EDWARDS - LOAN PORTFOLIO*

Low to Middle
Income Individuals Large Corporations
5% ‘ ‘ 18%
High Income
Individuals

23%

Medium Sized
Businesses

54%

* Net of interbank credits .

A variety of new products was launched during the year. The Mundo
Edwards Program, oriented towards existing clients with credit and
debit cards, encourages use by offering important discounts at
department stores, ski resorts, travel and lodging accomodations. It
also developed new consumer loans, mutual funds, securitization and

factoring services products.
All of the initiatives implemented in 2000 demonstrate Banco de A.

Edwards’ capacity to perceive its clients’ needs and successfully satisfy

their aspirations.

BANCO A. EDWARDS - TOTAL LENDING (in millions of Ch$)
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the local financial system growth of 4.6%.

Results

Net profit for the year 2000 was Ch$3,176 million, a significant
improvement over the net loss of Ch$6,910 million reported in 1999
when the Chilean economy experienced a pronounced slowdown.
Nevertheless, the net profit for the year 2000 also reflects the impact
of a comprehensive loan review which resulted in additional loan loss
allowances during the year. Additionally, operating expenses increased
by 23% in connection with the bank’s aggressive expansion plan

implemented in 2000.

Fee income from services increased by 18% to Ch$16,766 million and
other income, which included foreign currency transactions and the
sale of financial instruments, increased by 36% to Ch$8,938 million.
The increase in fee and other income amply offset the slight reduction
in net interest revenue reported in 2000, which fell as a direct result
of the bank’s policy to concentrate new loans in low-risk client segments
whose associated margins are generally lower than higher-risk profile

clients.
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COMPANIA CERVECERIAS UNIDAS S.A.

CCU

COMPANIA CERVECERIAS UNIDAS S.A.

Comparniia Cevecerias Unidas S.A. (CCU), a pioneer in the consumer products industry
in Chile, celebrated its 150 years of tradition of quality this year. Among its many
commemorative activities, the company donated a monument of Friendship to the
city of Santiago, reflecting its permanent commitment make art and culture accessible

to the general public.

This beverage multi-national is the leading producer of beer and mineral water in
Chile. It is second in the production of soft drinks and, through Vifia San Pedro, it ranks
second in wine exports, and third in the domestic wine market. Its brands - Cristal,
Escudo, Royal Guard, Bilz, Pap, and Cachantun —among others, are strongly positioned

in their segments and rank highly among consumer preference.

CCU also participates in the beer business in Argentina and Croatia. CCU Argentina,
a joint venture with Anheuser-Busch, the largest brewery in the world, has gained a
market share of 13% in the highly competitive Argentine beer market. In Croatia, CCU
owns 34% of Karlovacka Pivovara, the second largest brewery in the country. As of
December 31,2000 it also owned 7% of the voting shares in Backus & Johnston, the

sole brewery in the Peruvian market.

Sales volume of beer in Chile increased 4.7% during the last quarter of 2000 as a result
of initiatives taken based on conclusions of a comprehensive study on per capita beer
consumption in Chile. Initiatives, which were aimed at increasing opportunities for
consumption, included the launching of “Dorado Extra Fuerte” and the introduction

of new disposable packaging for the “Cristal” brand in 250 cc and one-liter bottles.

In the wine segment, sales results in the last half of the year were very encouraging
due to the growth recovery seen in an otherwise difficult pricing environment in the

internal market. The company’s own sales force started to operate in the main cities

The wine production facility in Molina and beer plant in

Temuco were inaugurated, both of which utilize of state-
of-the-art technology and represent the culmination of
important investments in the company’s future.

in the country with great success. The year 2000 also marked the
expansion of Vifia San Pedro into Argentina, following the purchase of
prime wine-cultivating land near Mendoza. Exports of wine from
Argentina will expand Vifia San Pedro’s already ample product portfolio

in the future.

In the soft drinks division, Show, a new apple-flavored beverage, was

launched and was well received by consumers.

In 2000, CCU initiated an important restructuring process with the
advisory assistance of Booz-Allen & Hamilton Consulting. Once
implemented, future cost savings associated with the restructuring
plan will approximate US$20 million per year, ensuring CCU’s future

competitivity.

In November, CCU acquired 50% of Ceveceria Austral, located in Punta
Arenas, which produces the premium brands Austral and Imperial. The
incorporation of these brands in CCU’s distribution network will enable
the CCU to strengthen and reinforce its already dominate position in

this segment.

CCU - SALES BY SEGMENT

Soft Drinks and
Mineral Water

CCU - OPERATING PROFIT BY SEGMENT

Others

9%

Soft Drinks and
Mineral Water

Results

CCU’s revenues increased 4.4% in 2000, mainly owing to volume growth
in the soft drinks and wine segments. Nonetheless, operating profit
fell by 6% during the period, as a result of an increase in marketing
expenses and distribution costs, partially offset by a decrease in salaries
expense. Non-operating losses, which included non-recurring
indemnization expenses related to the company’s reorganization plan
implemented in mid-year, were Ch$7,967 million. As a result, net profit
for the year 2000 was Ch$25,727 million, down from the Ch$43,117

million reported in 1999.

EBITDA reached Ch$77,220 million, 0.5% higher than in 1999, as a result
of an increase in the soft drinks division which successfully launched

and marketed the Watts juice line in 2000.
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EMPRESAS LUCCHETTI

| Luccperth

EMPRESAS LUCCHETTI

Created in 1904 as Molinos y Fideos Lucchetti, Emmpresas Lucchetti S.A. is an important
food company which produces pastas, cooking oils, soups, creams and broths. Lucchetti's
pasta brands are recognized regional leaders, demonstrated by the significant market
shares they enjoy in Chile (37%), Peru (21%), and Argentina (12%). In the local cooking
oil market, Lucchetti’'s market share is 22% in Chile, making it one of the two leading

manufacturers of this product in the country.

In an effort to maximize the profitability of its operations, Lucchetti decided to
concentrate its operations in those markets where it can best exploit its competitive
advantages. As a result, Lucchetti agreed to sell its operations in Argentina to the
leading food company in that country, Molinos Rio de la Plata S.A., for US$44.7 million.
The operation will conclude after approval has been obtained from the Argentine
Antitrust authorities, estimated to occur in 2001. Thereafter, Lucchetti will operate in
Chile and Peru where it has modern production facilities, wide product coverage, and

in-house distribution capacity.

Among Lucchetti’s many strengths are its strong brand positioning and attractively-
priced, high quality products. Another strength is the proven success of its in-house
distribution system. Lucchetti Peru began operating under an in-house distribution
system in 2000, which enabled the company to achieve important cost savings and
coverage levels similar to larger local food companies in Peru. Additionally, in 2000,
average pasta prices recovered significantly which also contributed to Lucchetti Peru’s

improved operating performance.

Lucchetti Peru also increased its production capacity with a new pasta production line
imported from Chile, which utilizes the most modern technology in this field. This

resulted in an increase in production capacity of 6,000 tons. Lucchetti Peru’s capacity
now exceeds 46,000 tons per year, enabling it to fully satisfy the needs of the Peruvian

market.

In the Chilean market, Lucchetti modernized its packaging in order to
gain visual impact at the point of sale. New product lines were
incorporated such as Pastas Sorpresa (aimed at the children’s segment),
pastas with sauce, and oriental pastas, all of which were well received
by consumers. The launching of a new line of soups was also carried

out in 2000.

During this year, a strategic alliance with Coprona, a subsidiary of
Unilever, was entered into to maximize production efficiencies
associated with the production of edible oils. The joint venture
contemplates sharing services and production facilities in the conversion
of seeds to raw oil. Saving of more than one million dollars were already

realized during the year in connection with this joint effort.

Results

Sales in 2000 were Ch$96,399 million, comparing favorably with the
Ch$95,072 million reported in 1999. The increase in sales is mainly due
to an improvement in the sales level in Peru as a result of higher average

pasta prices.

Lucchetti also reported significant improvement in its operating results
during 2000, having totally reverted the operating losses it reported
in 1999. For the year ended December 31,2000, Lucchetti reported
operating profits of Ch$3,426 million, mainly as a result of the
aforementioned increase in sales and an important reduction in selling,

general and administrative expenses.

As part of its strategy to concentrate efforts in those markets where
it operates with competitive advantages, as of December 31,2000
Lucchetti provisioned for the sale of its Argentine subsidiary, which
generated a charge to income for the year of Ch$47,103 million. The
proceeds from the sale of US$44.7 million will be used to reduce

Lucchetti’s indebtedness.

LUCCHETTI - SALES BY SEGMENT

Soups and Broths
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During the year 2000, in an effort to
maximize
the profitability of its operations,

Lucchetti decided to concentrate
in those markets where it can best utilize
its competitive advantages.
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TELEFONICA DEL SUR

Telefonica
del Sur

Telefénica del Sur is the largest provider of telecommunications services in the south
of Chile. This is reflected in its dominant position in the markets it serves, which include
the cities of Temuco, Valdivia, Osorno, Puerto Montt, and Coyhaique. Near the end of
the year 2000, Telsur expanded its activities to the Eighth Region of Chile, initiating
operations in Concepcién. During 2000, the number of lines in service increased to

158,974, a 6% increase over the previous year.

Telefdnica del Sur is known for its permanent commitment to incorporate the most
modern technology available in order to best serve its customers. It has been a pioneer
in establishing many services that are now commonly used throughout the country.
Telefdnica del Sur’s network is 100% digitalized, enabling it to provide value-added
services such as Internet, Centrex, and ISDN, among others, as well as a comprehensive
network of well-placed public telephones. Telefonica del Sur Carrier, a subsidiary of
Telsur, offers domestic and international long distance services to users throughout
Chile. Telsur Net and Telefénica del Sur Seguridad, were also created in 2000 to provide

non-regulated telecommunications services.

In line with Telsur’s goals to promote the development of network technologies, a
multiservice Ericsson platform was put into service this year between Concepcién and
Puerto Montt, enabling Telsur to provide high-speed Internet access to residential and

commercial users as well as local area network connections for businesses.

High-speed voice, data and Internet services were also initiated in Concepcién and
Talcahuano. Significant investment was made in the company’s capacity to deliver
these services which included voice switches and packages, copper and fiber optic

external plant and major construction works.

At the end of the year 2000, Telsur
expanded its activities to the Eighth

Region, initiating operations in
Concepcion.

Among the technological advances seen during the year, most notable
were the expansion of the band-width of the central “backbone”

between Temuco and Puerto Montt, new fiber optic sections and the
replacement of the digital switch in Maullin. In addition, the Carelmapu,
Cochamo, Contao, Puquelddn, Quenuir, Palena, and Futaleufl switches
were fully automated, and new satellite transmission links were installed
in Cocam@, Rio Negro de Hornopirén, Palena and Futaleuft. Microwave

links were installed in Carelmapu, Contao, Puqueldén, and Quenuir.

Results

Telsur”s revenue was Ch$41,589 million in 2000, down by only 3.9%
from the sales reported in 1999, in spite of the new tariff structure
implemented a year ago. This clearly demonstrates Telsur’s ability to
successfully adapt to changing regulations which have been imposed
on all companies operating in the sector. The reduction in access charges
was partially offset by income related to unregulated services, including
Internet services and the expansion of the company’s public telephone

network.

Operating profit increased to Ch$11,909 million in 2000, which

represented an 85% increase over the operating profit reported in 1999.
Operating profit benefited from a reduction in operating costs, mainly
related to changes in the estimated useful lives of Telsur's main assets

in 1999, which generated extraordinary charges in that period.

Net profit for this year was Ch$7,435 million, down from the Ch$10,846
million reported in 1999, which included significant extraordinary
income in connection with the sale of Telsur’s stake in VTR Hipercable

of Ch$9,788 million.

TELSUR - LINES IN SERVICE
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141,463
122,532
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ENTEL S.A.

@ENTEL

Entel is a leading provider of mobile telephony, Internet (ISP) and long
distance services in Chile, with more than 1.1 million clients and a 39%
share of the market . Entel has also successfully led regional expansion
into the lucrative US market, through its subsidiary, Americatel, the

first multicarrier dedicated to the spanish-speaking public in the United

States.

Entel’s net profit was Ch$27,375 million in 2000. Quifienco 13.7%

proportionate share in Entel’s net profit was Ch$3,825 million.
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MADECO

Founded in 1944, Madeco is an important regional player in the production and sale
of non-ferrous metal products (copper, aluminum and alloys), fiber optic cables, flexible

packaging for consumer products, aluminum profiles and aluminum curtains.

The company operates in the Southern Cone through a large network of subsidiaries
and affiliate companies. It has manufacturing facilities in Chile, Brazil, Argentina, and
Peru. It also has a vast coverage of export products in international markets, mainly

Latin America, the United States, and Europe.

Madeco’s main activity is the manufacture of copper and aluminum cable and wire
for use in the telecommunications, electricity transmission and distribution, mining,
industry, and construction sectors. These products represent 56% of the company’s
business in terms of sales, followed by sales of brass mills products (23%), flexible

packaging (14%), and aluminum profiles (7%).

This year Madeco underwent an important internal restructuring process, which
enabled it to reorient its corporate strategy in order to better focus on its core businesses,
fine tune operations, improve productivity and strengthen its client-oriented culture.
To achieve this, Madeco redesigned its corporate organization, focused on strategic
assets, restructured its finances, and made significant improvements in its information

and automation systems.

Future initiatives to improve productivity and performance include reinforcing
distribution channels, implementing cross-selling activities, and simplifying the legal
structure of the company’s subsidiaries.

Results

Madeco increased its sales by 15% during the year 2000, as a result of higher demand

for cables in the telecommunications sector and increased exports of brass mills

Madeco increased its sales by 15% in the year 2000,
as a result of higher demand for cables in the

telecommunications sector and increased exports
of brass mills products to Latin America, the United
States, and Europe.

products to Latin America, the United States, and Europe. The operating

margin increased by 50%.

The 1999 operating loss was totally reverted this year,and Madeco
reported an operating profit of Ch$9,989 million in 2000. All of the

company’s business units made significant progress during the year.

The year’s net loss was reduced by 69%, compared with 1999, due to
the markedly improved operating results and lower non-operating
losses, which in 1999 included provisions related to the comprehensive

restructuring initiated in that year.

MADECO - REVENUES (in millions of Ch$)
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ADMINISTRATION SECTOR

PLAVA LAGUNA

PLAVA
LAGUNA

Aware of Croatia’s potential as a gate of entry to the European Union (UE), Quifienco
has continued to invest in this nation. This year, the conglomerate completed the
acquisition of 39.4% of the Plava Laguna tourist complex, for US$27 million. This is in
addition to the Karlovacka Pivovara brewery, which is 34.4% owned by CCU.

Plava Laguna is located on the coast of the Adriatic Sea in Istria, an area of extraordinary
natural beauty endowed with considerable tourist attractions and enormous historical
value. The chain has 15 hotels, 7 apartment buildings, and four camping areas with a
total of 22,252 beds/day in an area covering about 120 hectares of land.

During the summer season of 2000, the resort complex received a large number of
tourists from Germany, Austria, Italy, and Eastern Europe. This flow of tourists was
approximately 35% higher than in 1999 and evidences a massive return of visitors to
the area.

In terms of results, Quifienco’s proportional 39.4% share of Plava Laguna’s profit was
Ch$533 million in 2000.

HABITARIA

_HABITARIA

Through Habitaria, Quifienco plays an active role in the development of the Chilean
real estate industry. Incorporated in 1998, Habitaria is a joint venture with Ferrovial
Inmobiliaria Chile Ltda., a subsidiary of Ferrovial Inmobiliaria S.A., a leading company
in the residential real estate industry in Spain.

In the year 2000, Habitaria began marketing two housing projects, CasaParque La Vifia
and CasaParque La Florida which, added to the CasaParque Quilin project which is
expected to be completed in the first quarter of 2001, will increase the portfolio of
units for sale by 731 units.

Results

In the year 2000, Habitaria delivered a total of 161 units. Revenue for
the year was Ch$6,271 million. Margins, compared with the previous
year, were negatively affected by the type of units sold and lower prices,
as a result of the strong economic contraction Chile has experienced
since 1999 from which the real estate sector has yet to recover. Habitaria
reported a net loss of Ch$799 million for the year 2000.

As of December 2000, Habitaria had sales agreements covering 128
units, amounting to Ch$6,006 million. Sales of these units should be
reflected in the company’s future results, mainly during the course of
200L

HOTELES CARRERA

The traditional Hotel Carrera, a member of the “Leading Hotels of the
World”, widely réfognized as a symbol of the best in Chilean hotels,
celebrated its 60 anniversary in the year 2000.

During this period, Carrera established itself as a national hotel chain,
with establishments in Iquique, Antofagasta, La Serena, and Concepcion,
all of which offer the reowned hospitality associated with the Carrera
seal of quality. The hotels’ centralized reservation system allows it to
serve tourists and excutives from Chile and abroad, a necessary tool in
today’s competitive hotel business.

The hotel chains strives to be an efficient and profitable operation. To
this end, performance and appraisal systems have been developed in
order to measure progress not only operationally, but also with respect
to financial and administrative management performance. As part of
its business strategy, Carrera is positioning itself as a hotel management
company, aimed at developing high-quality services for all of the hotels
that bear its name. Carrera expects that this focus will allow it to
optimize future returns.

Results

Revenue for the year ended December 31,2000 amounted to Ch$7,228
million, a 10.3% increase over the prior year. This increase is mainly
explained by revenue generated from the new hotels in Iquique and
Antofagasta which were in full operation in 2000. The sales level of
the Hotel Carrera in Santiago recovered in line with the national
economy in 2000.

The net result for the year was a loss of Ch$1,106 million, mainly
attributable to the new hotels in Iquique and Antofagasta which have
not yet reached their breakeven level.

HOTELES CARRERA - SALES BY CITY
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Hoteles Carrera celebrated its 60th

anniversary as a symbol
of the best in Chilean hotel services.
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