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8.- Emisión de ADRs: Comunicado con fecha 23 de Mayo de 2007, informa que, con igual fecha se ha procedido a la emisión de 1.574.132 ADRs 
representativos de 7.870.660 acciones de la Compañía, los cuales fueron colocados entre inversionistas extranjeros.

9.- Nuevas aeronaves para flota de largo alcance: Comunicado con fecha 12 de Julio de 2007, informa que el Directorio de la Compañía auto-
rizó la incorporación a su flota de 32 aeronaves Boeing 787 a ser entregadas entre los años 2011 y 2016, involucrando una inversión que asciende 
a la suma de US$3.200 millones. Adicionalmente se aprobaron 10 opciones de compra para el mismo tipo de aeronaves para los años 2017 y 
2018.

10.- Renuncia al Directorio de don Sebastián Piñera E.: Comunicado con fecha 31 de Julio, se informa de la notificación al Presidente del 
Directorio, con fecha 30 de Julio de 2007, de la renuncia al cargo de Director de la Compañía de don Sebastián Piñera Echenique.

11.- Reparto de Dividendo Provisorio: Comunicado con fecha 31 de Julio de 2007, informa que el Directorio de la Compañía acordó en su 
sesión ordinaria de fecha 31 de Julio de 2007 el reparto de un Dividendo Provisorio por la cantidad de US$0,26596 por acción con cargo a las 
utilidades del ejercicio 2007.

12.- Cambio en Programa de ADRs: Comunicado con fecha 3 de Agosto de 2007, informa que la Compañía ha decidido implementar un 
cambio en su programa de ADRs modificando el número de acciones de la Compañía que cada ADS representa, pasando de 5 a 1.

13.- Reparto de Dividendo Provisorio: Comunicado con fecha 21 de Diciembre de 2007, informa que el Directorio de la Compañía acordó en 
su sesión ordinaria de igual fecha el reparto de un Dividendo Provisorio por la cantidad de US$0,35389 por acción con cargo a las utilidades del 
ejercicio 2007.

14.- Investigación por Antitrust en Europa: Comunicado con fecha 27 de Diciembre de 2007, se informa que con fecha 26 de Diciembre de 
2007 la Dirección General de Competencia de la Comisión Europea notificó a Lan Cargo S.A. y a la Compañía de la instrucción de un proceso 
en contra de 25 líneas aéreas de carga, entre ellas, Lan Cargo S.A., filial de la Compañía, por eventuales infracciones a la libre competencia en el 
mercado de carga aérea.

Transacciones de Acciones por Personas Relacionadas

Durante el ejercicio 2007, se realizaron las siguientes transacciones por personas relacionadas:

Vendedor Comprador Acciones 

Leon Délano, Cristián BCI Corredor de Bolsa S.A. 3.500

Banchile Corredores de Bolsa S.A. Leon Délano, Cristián 1.635

Inversiones Aéreas CGP Dos S.A. Asesorías e Inversiones Ilihue Limitada 2.654.324

LAN Airlines S.A. Inversiones y Asesorías Fabiola S.A. 11.841

Leon Délano, Cristián BCI Corredor de Bolsa S.A. 9.785

LAN Airlines S.A. Ardito Devoto, Bruno 1.595

LAN Airlines S.A. Leon Délano, Cristián 1.417

Leon Délano, Cristián Banchile Corredores de Bolsa S.A. 14.367

Larrain Vial S.A. Corredora de Bolsa Inversiones Mineras del Cantábrico S.A. 500.000

Inversiones Costa Verde Ltda y Cía en Comandita por Acciones Larrain Vial S.A. Corredora de Bolsa 700.000

Axxion S.A. Celfín Capital S.A.Corredores de Bolsa 1.350.000

Celfín Capital S.A.Corredores de Bolsa Inversiones Santa Cecilia S.A. 1.350.000

Inversiones Costa Verde Ltda y Cía en Comandita por Acciones Larrain Vial S.A. Corredora de Bolsa 350.000

Larrain Vial S.A. Corredora de Bolsa Inversiones Mineras del Cantábrico S.A. 550.000
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Corporate Governance

Board of Directors

Director Position Profession National ID Number 

Jorge Awad Mehech Chairman Commercial Engineer 4.756.185-K

Darío Calderón González Director Lawyer 5.078.327-8

José Cox Donoso Director Commercial Engineer 6.065.868-4

Juan José Cueto Plaza Director Commercial Engineer 6.694.240-6

Juan Cueto Sierra Director Businessman 3.246.727-K

Ramón Eblen Kadis Director Commercial Engineer 4.346.062-5

Bernardo Fontaine Talavera Director Economist 6.371.763-0

Andrés Navarro Haeussler Director Civil Industrial Engineer 5.078.702-8

Please note that Sebastián Piñera Echenique resigned from the Board of Directors in July  2007 and has not been replaced.

Directors Committee

The Directors Committee consists of three members who are elected for a two-year period and may be reelected. The duties of the committee 
include, but are not limited to, examining the external auditors’ reports, the balance sheet and other financial statements; reviewing the com-
pensation of senior executives and managers; supervising operations with related parties; analyzing reports on weaknesses in internal controls 
and overseeing the implementation of procedures for the reception, and processing of complaints related to accounting and internal accounting 
controls.

The current members of the Directors Committee are Jorge Awad Mehech, Ramon Eblen Kadis and Committee president Jose Cox Donoso. In 
2007 the Committee met on fourteen occasions.

The Committee’s operating costs are funded by an annual budget established at the Annual General Meeting of Shareholders. In 2007, the budge-
ted amount was UF 1,200.

Activities of the Directors Committee during sessions held in 2007, including operations under Articles 44 and 89 of the Chile Corporations Act 
(Law No. 18.046):

1) Ordinary Session No. 63  30/1/07
-	 Progress report on the self-assessment program
-	 Presentation on fraud by PwC
-	 State of progress of SOX 404 review (PwC)

2) Ordinary Session No. 64  14/2/07:
-	 Review of financial statements as at 31/12/06 together with PwC auditors

3) Extraordinary Session No. 4  14/3/07
-	 Presentation of external auditors’ reports on financial statements under US GAAP and internal control certification

4) Ordinary Session No. 65  27/3/07:
-	 Presentation by IT and Processes Area on information security
-	 Review of progress on IFRS project
-	 Proposal by external auditors and private risk rating agencies to board of directors

5) Ordinary Session No. 66  24/4/07:
-	 Review of financial statements as at March 31, 2007
-	 Presentation on progress of audit plan 2007

6) Ordinary Session No. 67  29/5/07:
-	 SOX work plan 2007
-	 External auditors’ fees
-	 Hiring of consultants for IFRS project
-	 Analysis of fraud indicators for remote sales
-	 Sale of LAN Logistics
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7) Ordinary Session No. 68  26/6/07:
-	 Fleet financing
-	 Accounting and tax treatment of terminated aircraft
-	 Presentation on progress of audit plan 2007

8) Extraordinary Session No. 5  18/7/07:
-	 Presentation and assessment of stock option plan for senior executives and managers

9) Ordinary Session No. 69  25/7/07:
-	 Review of financial statements as at 30/06/07 together with PwC auditors
-	 Social responsibility balance sheet for airlines (presentation by PwC)

10) Ordinary Session No. 70  28/8/07:
-	 Corporate governance, better practices for Directors Committee (PwC presentation)
-	 Presentation regarding action plans on passenger compensation indicators
-	 LAN fleet market valuation  

11) Ordinary Session No. 71  25/9/07:
-	 Analysis of accounts payable
-	 Progress report on IFRS convergence project
-	 Progress on SOX certification

12) Ordinary Session No. 72  24/10/07:
-	 Naming of new auditor-general and Committee secretary
-	 Review of financial statements as at 30/9/07
-	 Presentation on progress of audit plan 2007
-	 Progress on contracting process for third-party auditing services in Brazil and Mexico affiliates
-	 Approval of transaction with Chilevisión under Article 44 of the Chile Corporations Act (“Ley de Sociedades”) 

13) Ordinary Session No. 73 27/11/07:
-	 Presentation of internal control report by PwC
-	 Review of executive pay and compensation plan

14) Ordinary Session No. 74 21/12/07:
-	 Analysis of impact of IFRS on financial statements
-	 Presentation on progress of audit plan 2007

Director’s Remuneration

Director Director’s Fees (US$) Director’s Committee Member’s Fees (US$)

Jorge Awad Menech 25,464.82 10,912.26

Dario Calderon González 10,913.49  

José Cox Donoso 10,014.65 10,013.42

Juan Cueto Sierra 10,025.84  

Juan José Cueto Plaza 10,913.49  

Ramon Eblen Kadis 10,913.49 10,912.26

Bernardo Fontaine Talavera 10,913.49  

Andres Navarro Haeussler 9,138.11  

Sebastian Piñera Echenique 8,106.20  

Total 106,403.59 31,837.94

TOTAL FEES 138,241.53

Please note that totals may differ from the sum of individual amounts due to rounding.



LAN Airlines - Annual Report 291

Principal Executives

Executives Position Profession National ID Number

Enrique Cueto Plaza CEO LAN Commercial Engineer 6.694.239-2

Ignacio Cueto Plaza President and COO LAN Businessman 7.040.324-2

Armando Valdivieso 
Montes

CEO Passenger Commercial Engineer 8.321.934-3

Cristián Ureta Larraín CEO Cargo Civil Engineer 9.488.819-0

Alejandro de la Fuente 
Goic

Chief Financial Officer Commercial Engineer / Agronomist Engineer 6.947.715-1

Marco Jofré Marín Senior Vice President Operations, Engineering 
and Maintenance

Civil Engineer 7.502.352-9

Carlos Prado Cánepa Senior Vice President Corporate Investment Pilot 5.193.770-8

Emilio del Real Sota Senior Vice President Human Resources Psychologist 9.908.112-0

Enrique Elsaca Hirmas Senior Vice President Strategic Planning Commercial Engineer 8.732.095-2

Total remuneration paid to company executives in 2007 was US$48.4 million, plus a further US$10.9 million in incentive payments. Severance 
compensation amounted to US$2.8 million.

Share ownership

Main Shareholders 2007 2006

Shares
%

of the Total Shares
%

of the Total

INV COSTA VERDE LTDA Y CIA EN COMANDITA POR ACCIONES 85,083,567 25.1% 86,133,567 27.0%

AXXION S.A. 64,477,874 19.0% 65,827,874 20.6%

THE BANK OF NEW YORK 32,712,367 9.7% 43,542,425 13.7%

INVERSIONES SANTA CECILIA S.A. 24,767,920 7.3% 23,417,920 7.3%

INVERSIONES ANDES S.A. 22,288,695 6.6% 21,288,695 6.7%

LARRAIN VIAL S.A. CORREDORA DE BOLSA 7,784,508 2.3% 5,241,616 1.6%

BANCHILE CORREDORES DE BOLSA S.A. 6,099,607 1.8% 2,264,900 0.7%

INVERSIONES ALCALA S.A. 4,744,677 1.4% - -

INVERSIONES LOS GUINDOS S.A. 4,744,677 1.4% - -

TRES MARES S.A. 4,677,797 1.4% 6,590,598 2.1%

CITIBANK CHILE CTA.DE TERCEROS CAP.XIV RES 4,349,569 1.3% 1,874,321 0.6%

CELFIN CAPITAL S.A. CORREDORES DE BOLSA 3,994,341 1.2% 3,450,017 1.1%

Under the terms of a shareholders’ agreement signed in 2004, LAN is jointly controlled by the Cueto group (represented by Inversiones Costa 
Verde Ltda. y Cía. en Comandita por Acciones and Inversiones Mineras del Cantábrico S.A.) and the Piñera group (acting through Axxion S.A. and 
Inversiones Santa Cecilia S.A.).

The Piñera Group held shares in LAN as of December 31, 2007 through two companies: Axxion S.A., which owns 19.0%, and Inversiones Santa 
Cecilia S.A.,  which owns 7.3%. Santa Cecilia S.A. holds 99.9855% of Axxion S.A. stock. The only shareholders of Inversiones Santa Cecilia S.A., 
owning their interests indirectly, were Miguel Juan Sebastián Piñera Echenique, National ID No. 5.126.663-3, with 9.72%; Cecilia Morel Montes, 
National ID No. 7.052.438-4, with 6.75%; Magdalena María Piñera Morel, National ID No. 12.797.919-7, with 20.88%; María Cecilia Piñera Morel, 
National ID No. 13.434.538-1, with 20.88%; Juan Sebastián Piñera Morel, National ID No. 15.382.284-0, with 20.88% and Cristóbal Piñera Morel, 
National ID No. 15.960.200-1, with 20.88%.

The Cueto Group was a shareholder in Lan Airlines S.A. on December 31, 2007 through Inversiones Costa Verde Ltda., y Cía. en Comandita por 
Acciones owning 25.1% of the company’s shares and Inversiones Mineras del Cantábrico S.A. owning 0.4%. The natural persons holding indirect 
interests of both companies are Enrique Cueto Plaza, National ID No. 6.694.239-2, with 20%; Juan José Cueto Plaza, National ID No. 6.694.240-6, 
with 20%; Ignacio Cueto Plaza, National ID No. 7.040.324-2, with 20%; Esperanza Cueto Plaza, National ID No. 7.040.325-0, with 20%; Isidora 
Cueto Cazes, National ID No. 18.391.071-K, with 6.66%; Felipe Cueto Ruiz-Tagle, National ID No. 20.164.894-7, with 6.66% and María Emilia 
Cueto Ruiz Tagle, National ID No. 20.694.332-7, with  6.66%. 
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Common Share & ADR Price Trend 2005-2007

LAN Shares, Quarterly Statistics (Santiago Stock Exchange)

2005 Shares Traded Average Price (CH$) Total Volume (CH$)

First quarter 20,785,758 3,937 81,535,841,666

Second quarter 20,817,293 4,172 86,077,156,710

Third Quarter 36,456,318 3,782 132,502,371,222

Fourth Quarter 37,907,161 3,632 137,794,150,122

2006      

First quarter 15,137,981 4,083 61,535,699,453

Second Quarter 16,361,971 3,774 61,207,501,057

Third Quarter 49,545,952 3,645 180,429,240,868

Fourth Quarter 55,052,056 4,914 273,046,834,223

2007      

First quarter 63,764,272 7,087 450,574,711,323

Second Quarter 65,791,460 8,244 532,608,050,131

Third Quarter 59,686,078 8,316 458,701,603,999

Fourth Quarter 63,843,686 7,499 476,075,212,779

LAN ADRs, Quarterly Statistics (New York Stock Exchange) 

2005 ADRs Traded Average Price (US$) Total Volume (US$)

First quarter 28,769,500 6.79 194,161,851

Second Quarter 20,936,000 7.17 150,441,522

Third Quarter 36,159,500 6.83 240,539,354

Fourth Quarter 35,504,000 6.94 246,516,467

 

2006      

First quarter 20,886,000 7.77 161,504,413

Second Quarter 23,313,500 7.15 164,123,315

Third Quarter 34,302,000 6.77 232,448,520

Fourth Quarter 40,239,000 9.25 375,044,925

 

2007      

First quarter 59,348,620 13.14 793,287,205

Second Quarter 44,811,105 15.63 707,785,273

Third Quarter 42,054,500 16.01 667,262,126

Fourth Quarter 42,217,368 14.93 624,666,734

Note: One ADR represents one common share. On August 16, 2007 LAN changed the ADR ratio from 5:1 to 1:1. In order to reflect this change, the information prior 
to this date has been recalculated. 
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Financial Policy

The objectives of LAN’s financial policy are as follows:

- Maintain cash balances that are adequate for operating levels.
- Maintain medium-term and long-term debt at levels that are in reasonable proportion to growth in operations and will preserve the company’s 
investment grade credit rating
- Carry no short-term debt except for certain well-defined operations. 
- Make appropriate investments that maximize future cash flows and facilitate efficient operations.
- Invest cash surpluses in financial instruments in accordance with policies established by the Board of Directors 
- Respond effectively to external conditions beyond the company’s control in order to maintain stable cash flows and protect LAN from market 
risks such as fluctuations in exchange rates, fuel prices and interest rates. 
- Maintain sufficient lines of credit with Chilean and foreign banks.
- Maintain an appropriate risk rating through ongoing control of the distribution of risk among countries and businesses.

Liquidity

In 2007, LAN continued its policy of maintaining a significant degree of liquidity to guard against possible external shocks. Thus, at year-end the 
company held US$468 million in cash balances and highly liquid securities. While remaining committed to this policy LAN has nevertheless sought 
alternatives for making the best use of these resources, and last year continued to internally finance the great majority of pre-delivery payments 
on future aircraft acquisitions from Boeing and Airbus. In order to maintain its solid liquidity position LAN obtained committed credit lines totaling 
US$71 million as of December 2007. 

Investment and Financing

LAN’s investments are overwhelmingly concentrated in its fleet acquisition programs, which are generally financed through a combination of long-
term financial debt and the company’s own resources.

Boeing 767 Program
The financing of the 767-300s involves fourteen rentals (thirteen passenger planes and one freighter) plus 17 aircraft purchased from Boeing (nine 
passenger planes and eight freighters). These acquisitions were financed through bank loans guaranteed for 85% of the amount by the Ex-Im 
Bank. With this backing LAN was able to secure very low interest rates, in some cases below the three-month Libor rate. The remaining 15% was 
financed by commercial credits and LAN’s own funds. The periods of the financing structures vary from 12 to 15 years.

As of December 2007, the company had eight outstanding purchase orders for 767-300s, five of which will be delivered in 2008 and three in 
2009. Financing with a preliminary commitment to guarantee by the Ex-Im Bank has been confirmed only for the orders to be received in 2008.

Airbus A320 Family and Airbus A340 Programs
Between 2000 and the end of 2007, LAN received a total of five A340s, seventeen A320s, fifteen A319s and five A318s. Of these, four A340s, 
eight A320s and five A319s were financed through operating leases with options to purchase after ten years while three A320s and one A340 
were financed under pure lease agreements. The remaining aircraft (six A320s, ten A319s and five A318s), have been financed with bank credits 
includeda guarantee for 85% of the purchase price from European export credit agencies. The other 15% was financed by the company’s own 
funds and bank loans with repayment structures ranging from 12 to 18 years.

As of December 31, 2007 the company had outstanding purchase orders on 32 aircraft from the A320 family (eleven A320s, three A319s and 
eighteen A318s) for delivery between 2008 and 2011. Financing has been confirmed only for the orders to be received in 2008 (two A320s and 
fifteen A318s), and credit guarantees from the ECAS for 85% of aircraft value have already been obtained for the planes slated to arrive by June 
30, 2008.

Hedging of Financial Risk

The main sources of financial risk for airlines are exchange rates, interest rates and the price of fuel.

As regards exchanges rates, the nature and growth of LAN’s operations together with the strengthening of the Chilean peso has resulted in 
reduced exposure to this and other regional currencies (Argentinian peso, Peruvian sol, Brazilian real). Approximately 84% of company revenue 
and 71% of costs are denominated in U.S. dollars. Concerning interest rate fluctuations, LAN has used swaps and calls to reduce floating rate risk. 
Thus, as of December 2007, 95.8% of its current exposure was covered and interest rates had already been set for financing the Boeing aircraft to 
be delivered in 2008 and 2009 as well as half of those scheduled for reception in 2010. 

Finally, to reduce exposure to fuel price fluctuations LAN employs various mechanisms including cost pass-through to passenger and cargo custo-
mers and financial instruments such as swaps, calls and zero-cost collars. In 2007 and early 2008 the company hedged approximately 42% of its 
fuel needs for 2008.
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Suppliers, Insurance and Others

Suppliers

In 2007 as in previous years, LAN’ principal suppliers were the aircraft manufacturers Airbus and Boeing. Other providers consist mainly of firms 
dealing in aircraft accessories, parts and components, such as Pratt & Whitney, IAE International Aero Engines AG, General Electric Commercial 
Aviation Services Ltd. (engines), SICMA (seats), Air France (MRO Components), LUFTHANSA Technik (MRO Components), Thales ( on-board enter-
tainment), Goodrich(reversores), Messier Bugatti (brakes), Goodrich (brakes) and Teledine (avionics). Sources of jet fuel include Repsol YPF, Copec, 
Shell, Terpel, Chevron, Glencore and Exxon.

Property and buildings

LAN occupies a variety of properties both in Chile and abroad either as owner, renter or concession holder that are used in carrying out adminis-
trative, sales, maintenance and other activities.

Machinery and equipment

As an airline, the main items of machinery and equipment LAN employs in the performance of its business activities are the various aircraft that 
make up its fleet. They are operated by LAN either as owner or under lease.

Insurance

LAN carries insurance to cover the various aspects of its operations that involve potential risk. The companies’ policies fall into four main categories 
as follows:

Aviation, Hull and Liability Insurance
This type of insurance covers all risks inherent in commercial aviation activity, including aircraft, engines, spare parts and third-party liability. The 
last of these includes passengers, cargo, baggage, merchandise, airports, etc. These policies are taken jointly by LAN and reinsured in the London 
market. In addition, during 2006 the company reached an agreement with British Airways to negotiate joint terms for hull and liability insurance. 
This will result in lower premiums and improved coverage.

In view of the changes since the events of September 11, 2001 in the United States regarding war and terrorism liability risks, LAN continues to 
purchase insurance over and above what is strictly required to provide adequate protection, thus complementing the basic coverage under the 
terms of Clause AVN52E. The company has obtained significant premium discounts over the last five years.

General Insurance
This group of policies addresses all risks that could affect the company’s assets, particularly those of a physical or financial nature. They consist of 
multi-risk policies (covering fire, theft, computer equipment, securities in transit, broken windows, and other items included in all-risk insurance) 
as well as traditional coverage for motor vehicles, air and maritime transport, corporate civil liability, etc. As with the other types of insurance just 
described, these policies are taken out by Lan Airlines and its associated companies as a group.

Life and Accident Insurance
This group of policies covers all company employees including management, general personnel and airline crews.

Global Offices Insurance
To the extent permitted by the laws of each country concerned, Lan Airlines has brought under one centralized policy the general insurance cove-
rage on its international offices for fire, theft and general electronic equipment. The advantage of having a single policy for our corporate offices 
around the world is that it reduces the administrative and financial load.  

Trademarks and Patents

Lan Airlines and its subsidiaries use a number of commercial trademarks that are duly registered with the competent authorities in the various 
countries served by the companies or where their operations are based and/or destinated, in order to differentiate and market them.
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Risk Factors

Risks Related to our Operations and the Airline Industry

Our performance is heavily dependent on economic conditions in the countries in which we do business and negative economic conditions in 
those countries could have an adverse impact on our business. The success of our business depends upon key regulatory issues and these issues 
may adversely affect our business and results of operations. We depend on strategic alliances or commercial relationships in many of the countries 
in which we operate and our business may suffer if any of our strategic alliances or commercial relationships terminates. Our business and results 
of operation may suffer if we fail to obtain and maintain routes, suitable airport access, slots and other operating permits. A failure to successfully 
implement our growth strategy would harm our business and the market value of the ADSs and our common shares. A failure to successfully 
implement our new short-haul business model would harm our business. Our business may be adversely affected by a downturn in the airline 
industry caused by exogenous events that affect travel behavior or increase costs, such as outbreak of disease, war or terrorist attacks. A signifi-
cant portion of our cargo revenues comes from relatively few product types and may be impacted by events affecting their production or trade. 
Our operations are subject to fluctuations in the supply and cost of jet fuel, which could negatively impact our business. We rely on maintaining 
a high daily aircraft utilization rate to increase our revenues, which makes us especially vulnerable to delays. We fly and depend upon Airbus and 
Boeing aircraft, and our business is at risk if we do not receive timely deliveries of aircraft, if aircraft from these companies becomes unavailable 
or if the public negatively perceives our aircraft. We are often affected by certain factors beyond our control, including weather conditions, which 
can affect our operations. Losses and liabilities in the event of an accident involving one or more of our aircraft could materially affect our busi-
ness. High levels of competition in the airline industry may adversely affect our level of operations. Some of our competitors may receive external 
support which could negatively impact our competitive position. We may face increasing competition from low-cost carriers offering discounted 
fares, which could negatively impact our results of operations. If we are unable to incorporate leased aircraft into our fleet at acceptable rates and 
terms in the future, our business could be adversely affected. We are incorporating various new technologies and equipment and their phase-in 
may have a negative impact on our service and operating standards. Our business may be adversely affected if we are unable to meet our signifi-
cant future financing requirements. Our business may be adversely affected by our high degree of debt and aircraft lease obligations compared to 
our equity capital. Increases in insurance costs and/or significant reductions in coverage would harm our financial condition and results of opera-
tions. Problems with air traffic control systems or other technical failures could interrupt our operations and have a material adverse effect on our 
business. Our financial success depends on the availability and performance of key personnel, who are not subject to non-competition restrictions. 
Our business may experience adverse consequences if we are unable to reach satisfactory collective bargaining agreements with our unionized 
employees. Pressure by employees could cause operating disruptions and negatively impact our business. Increases in our labor costs, which 
constitute a substantial portion of our total operating costs, would directly impact our earnings. We may experience difficulty finding, training and 
retaining employees. Failure to comply with applicable environmental regulations could adversely affect our business and reputation.

Risks Related to Chile and Other Emerging Market Countries

Developments in Latin American countries and other emerging market countries may adversely affect the Chilean economy, negatively impact 
our business and results of operations and cause the market price of our common shares and ADSs to decrease. Fluctuations in the value of the 
Chilean peso and other currencies in the countries in which we operate may adversely affect our revenues and profitability. We are not required 
to disclose as much information to investors as a U.S. issuer is required to disclose and, as a result, you may receive less information about us than 
you would receive from a comparable U.S. company.

Risks Related to our Common Shares and ADSs

Our controlling shareholders may have interests that differ from those of our other shareholders. Trading of our ADSs and common shares in the 
securities markets is limited and could experience further illiquidity and price volatility. Holders of ADSs may be adversely affected by currency 
devaluations and foreign exchange fluctuations. Future changes in Chilean foreign investment controls and withholding taxes could negatively 
affect non-Chilean residents that invest in our shares. Our ADS holders may not be able to exercise preemptive rights in certain circumstances.
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Dividend Information

Dividend Policy

The Company has determined its dividend policy to be equal to the current legal minimum of 30% of earnings. However, the Company may distri-
bute dividends in addition to this amount after considering conditions at that time

The following table shows the per-share dividends paid during the last three years.

Charge to Net income for Year Payment Date(s) Dividend Type Total Dividend  Payment  
(US$ dollars)

Number of Common 
Shares Entitled to 

Dividend

Cash Dividend per 
Common Share 

(US dollars)

Cash Dividend per 
ADR(US dollars)

2005 September 2, 2005 Provisional        36,452,425     318,909,090 0.1143 0.57150

March 1, 2006 Provisional        35,000,000     318,909,090 0.10975 0.54875

May 17, 2006 Final          1,849,186     318,909,090 0.00578 0.02890

2006 August 24, 2006 Provisional        48,061,644     318,909,090 0.15071 0.75355

January 18, 2007 Provisional        67,787,211     318,909,090 0.21256 1.06280

April 25, 2007 Final        53,059,893     318,909,090 0.16638 0.83190

2007 August 23, 2007 Provisional        90,104,830     338,790,909 0.26596 0.26596

January 17, 2008 Provisional       119,894,715     338,790,909 0.35389 0.35389

Note: Distributable income for dividend purposes for 2007 was equal to the net income for the period. 
Note: On August 16, 2007 LAN changed the ADR ratio from 5:1 to 1:1.
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Relevant Events

1.- Notice of the Extraordinary General Meeting of Shareholders to be held on January 26, 2007: Reported January 10, 2006. The main 
item of business is to inform shareholders of a capital increase raised by issuing 7,500,000 payable shares.

2.- Financing provided to VRG Linhas Aereas S.A. (New Varig): Reported January 31, 2007. LAN announced that it had provided approxi-
mately US$17.1 million in financing through a subsidiary to VRG Linhas Aereas since September 2006. The credits are convertible into stock of the 
Brazilian airline at the sole option of LAN.

3.- Notice of the Annual General Meeting of Shareholders to be held on April 5, 2007: Reported March 6, 2007. Lists items of business 
for the meeting, including the approval of the balance sheet and other financial statements of the company and the distribution of a definitive 
dividend.

4.- Notice of the Extraordinary General Meeting of Shareholders to be held on April 5, 2007: Reported March 6, 2007. The company will 
propose cancelling capital increase announced at the meeting of January 10, 2007 and approving a new increase, this time through the issuance 
of 22,090,920 payable shares. Part of these funds would be devoted to compensation plans.  

5.- Designation of international consultants for capital increase: Reported March 27, 2007. In the context of the capital increase to be 
proposed at the Extraordinary General Meeting of April 5, 2007, LAN has chosen Merrill Lynch & Co. as the international underwriting agent, 
Cleary Gottlieb Steen & Hamilton LLP as legal consultants in the U.S., Deutsche Securities Corredores de Bolsa Limitada and Celfín Capital S.A. as 
underwriting agents for Chile and Errázuriz Abogados Limitada as Chilean legal consultants.

6.- Payment of definitive dividend: Reported April 10, 2007. The Annual General Meeting held on April 5, 2007 agreed to a final dividend of 
US$0.16638 per share, to be paid out of income for 2006.

7.- Setting of share issue price and start of rights offering period: Reported May 18, 2007. The Board of Directors agreed at its meeting 
of May 17, 2007 to a rights offering period beginning on May 18 for subscribing the shares issued to finance the capital increase approved at the 
Extraordinary General Meeting of Shareholders held on April 5, 2007. The share issue price for the preferential period was also decided at the May 
17 meeting.

8.- ADR issue: Reported May 23, 2007. On this date LAN issued 1,574,132 ADRs representing 7,870,660 company shares. The ADRs were placed 
with foreign investors.

9.- New aircraft for long-haul fleet: Reported July 12, 2007. The Board of Directors announced its authorization of the incorporation of thirty-
two Boeing 787s into the fleet. The planes represent an investment of US$3.2 billion and will be delivered between 2011 and 2016. Ten Boeing 
787 purchase options were also approved for 2017 and 2018. 

10.- Resignation of Sebastián Piñera: Reported July 31, 2007. The Chairman of the Board of Directors was notified on July 30 of the resignation 
of Sebastián Piñera Echenique as a director of the company.

11.- Payment of provisional dividend: Reported July 31, 2007. The Board of Directors at its ordinary meeting on this date agreed to a provisio-
nal dividend of US$0.26596 per share, to be paid out of income for 2007.

12.- Modification to ADR iprogram: Reported August 3, 2007. The company announced that it has decided to implement a modification in its 
ADR program, changing the ADR ratio to 5:1. 

13.- Payment of provisional dividend: Reported December 21, 2007. The Board of Directors at its ordinary meeting on this date agreed to a 
provisional dividend of US$0. 35389 per share, to be paid out of income for 2007.

14.- Antitrust Investigation by European Commission: Reported on December 27, 2007. The Directorate-General for Competition of the 
European Commission notified Lan Cargo S.A. on December 26, 2007 of proceedings against 25 cargo airlines, among them LAN Cargo S.A., for 
alleged anti-competitive behavior in the air freight business.
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Related Party Transactions 

The following share transactions were carried out in 2007 by related parties:

Seller Buyer Shares 

Leon Délano, Cristián BCI Corredor de Bolsa S.A. 3,500

Banchile Corredores de Bolsa S.A. Leon Délano, Cristián 1,635

Inversiones Aéreas CGP Dos S.A. Asesorías e Inversiones Ilihue Limitada 2,654,324

LAN Airlines S.A. Inversiones y Asesorías Fabiola S.A. 11,841

Leon Délano, Cristián BCI Corredor de Bolsa S.A. 9,785

LAN Airlines S.A. Ardito Devoto, Bruno 1,595

LAN Airlines S.A. Leon Délano, Cristián 1,417

Leon Délano, Cristián Banchile Corredores de Bolsa S.A. 14,367

Larrain Vial S.A. Corredora de Bolsa Inversiones Mineras del Cantábrico S.A. 500,000

Inversiones Costa Verde Ltda y Cía en Comandita por Acciones Larrain Vial S.A. Corredora de Bolsa 700,000

Axxion S.A. Celfín Capital S.A.Corredores de Bolsa 1,350,000

Celfín Capital S.A.Corredores de Bolsa Inversiones Santa Cecilia S.A. 1,350,000

Inversiones Costa Verde Ltda y Cía en Comandita por Acciones Larrain Vial S.A. Corredora de Bolsa 350,000

Larrain Vial S.A. Corredora de Bolsa Inversiones Mineras del Cantábrico S.A. 550,000




