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WHOM IT MAY OTHERWISE LAWFULLY BE COMMUNICATED (ALL SUCH PERSONS TOGETHER REFERRED 
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QUALIFIED INVESTORS, AND WILL BE ENGAGED IN ONLY WITH SUCH PERSONS. IN ADDITION, NO PERSON 
MAY COMMUNICATE OR CAUSE TO BE COMMUNICATED ANY INVITATION OR INDUCEMENT TO ENGAGE IN 
INVESTMENT ACTIVITY, WITHIN THE MEANING OF SECTION 21 OF THE FINANCIAL SERVICES AND MARKETS 
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 OFFERING MEMORANDUM CONFIDENTIAL

U.S.$600,000,000 

LATAM Finance Limited
7.000% Senior Notes due 2026 

Guaranteed by LATAM Airlines Group S.A.
_______________

LATAM Finance Limited (the “Issuer”) is off ering U.S.$600,000,000   aggregate principal amount of its 7.000 % Senior Notes due 20 26 (the “notes”). 
See “Use of Proceeds.”

The notes will bear interest at the rate of 7.000 % per year and will mature on March 1, 2026 , unless earlier redeemed in accordance with the terms 
of the notes. See “Description of the Notes—Optional Redemption” below. Interest on the notes will be payable semi-annually in arrears on March 1  and 
September 1  of each year, beginning on September 1 , 2019. 

The Issuer, an exempted company incorporated in the Cayman Islands with limited liability, is a fi nance subsidiary with no operations and, therefore, 
depends on the cash fl ow of its parent, LATAM Airlines Group S.A. (the “Guarantor”), to meet its obligations, including its obligations on the notes. The 
notes will be fully, unconditionally and irrevocably guaranteed on a senior unsecured basis. 

The notes and the related guarantee will be direct, senior unsecured obligations of the Issuer and Guarantor. The notes will rank equally with all 
the other respective unsubordinated unsecured obligations of the Issuer and the guarantee will rank equally in right of payment with all existing and 
future senior unsecured obligations of the Guarantor (except those obligations preferred by operation of Chilean law, including labor and tax claims). 
The guarantee will eff ectively be subordinated to all of the Guarantor’s existing and future secured indebtedness to the extent of the value of the assets 
securing such indebtedness and will rank senior in right of payment to the Guarantor’s future subordinated indebtedness. The guarantee will also be 
structurally subordinated to all existing and future debt and other liabilities, including trade payables, of the Guarantor’s subsidiaries other than the Issuer. 
See “Description of the Notes.” 

On or after March 1, 2023 , the notes will be redeemable, at the option of the Issuer, in whole or in part, at the redemption prices specifi ed under 
“Description of the Notes—Optional Redemption”, plus accrued and unpaid interest to but excluding the redemption date. Prior to March 1, 2023 , the 
notes will be redeemable, at the option of the Issuer, in whole or in part, at any time, at a price equal to 100% of the principal amount of the notes to be 
redeemed plus a “make-whole” premium, if any, plus accrued and unpaid interest to but excluding the redemption date. See “Description of the Notes—
Optional Redemption—Optional Redemption With a Make Whole Premium.”  Prior to March 1, 2022 , the Issuer may on any one or more occasions 
redeem up to  35 % of the outstanding aggregate principal amount of the notes using the net cash proceeds of one or more equity off erings at a redemption 
price equal to 107.000 % of the aggregate principal amount thereof, plus accrued and unpaid interest to but excluding the redemption date; provided that: 
(i) at least  65 % of the original aggregate principal amount of the notes remains outstanding after each such redemption and (ii) such redemption occurs 
within 90 days after the closing of such equity off ering. See “Description of the Notes—Optional Redemption—Optional Redemption with Proceeds 
from Equity Off erings.”  The Issuer may, at its option, also redeem all, but not less than all, of the notes at 100% of their principal amount plus accrued 
and unpaid interest to but excluding the redemption date and any additional amounts due thereon if the laws or regulations aff ecting certain taxes change 
in certain respects. See “Description of the Notes—Optional Redemption—Optional Redemption Upon a Tax Event.”

See “Risk Factors” beginning on page  21  for a discussion of certain risks that you should consider in connection with an investment in the notes.

Price: 99.309 % plus accrued and unpaid interest, if any, from February 11 , 2019.

The notes and the related guarantee have not been and will not be registered under the United States Securities Act of 1933, as amended (the 
“Securities Act”), or the securities laws of any other jurisdiction, and are being off ered and sold only (i) within the United States to persons reasonably 
believed to be qualifi ed institutional buyers in reliance on Rule 144A under the Securities Act (“Rule 144A”) and (ii) to non-U.S. persons outside the 
United States in off shore transactions in reliance on Regulation S under the Securities Act (“Regulation S”). For a description of the restrictions on 
transfer of the notes, see “Transfer Restrictions” and “Plan of Distribution.”

The notes may not be publicly off ered or sold, directly or indirectly, in the Republic of Chile (“Chile”), or to any resident of Chile, except as 
permitted by applicable Chilean law. The notes will not be registered under Law No. 18,045, as amended, (the “Chilean Securities Market Law”) with the 
Chilean Financial Markets Commission (Comisión para el Mercado Financiero, the “CMF”) and, accordingly, the notes cannot and will not be off ered 
or sold to persons in Chile except in circumstances which have not resulted and will not result in a public off ering under Chilean law, and in compliance 
with Rule (Norma de Carácter General) No. 336, dated June 27, 2012, issued by the CMF (“CMF Rule 336”). Pursuant to CMF Rule 336, the notes may 
be privately off ered in Chile to certain “qualifi ed investors,” identifi ed as such therein (which in turn are further described in Rule No. 216, dated June 12, 
2008, and Rule No. 410, dated July 27, 2016, both of the CMF). See “Notice to Investors in Chile.”

The notes will not be listed on any securities exchange. Currently, there is no public market for the notes.

Neither the U.S. Securities and Exchange Commission (the “SEC”) nor any U.S. state securities commission has approved or disapproved of these 
securities or determined that this off ering memorandum is accurate or complete. Any representation to the contrary is a criminal off ense. 

The notes are expected to be delivered in book-entry form only through the facilities of The Depository Trust Company (the “DTC”) and its direct 
and indirect participants, including Clearstream Banking, société anonyme, Luxembourg (“Clearstream, Luxembourg”), and Euroclear Bank S.A./N.V. 
(“Euroclear”), against payment on or about February 11 , 2019.

Global Coordinators and Joint Book-Running Managers

Goldman Sachs & Co. LLC J.P. Morgan
Joint Bo ok-Running Managers

BNP PARIBAS Credit Suisse Deutsche Bank Securities Santander

The date of this off ering memorandum is February 4 , 2019.



 

   

 

NOTICE TO RESIDENTS OF CHILE 

 The offer of the notes is subject to CMF Rule 336.  The notes being offered will not be registered under the Chilean Securities 

Market Law in the Securities Registry (Registro de Valores) or in the Foreign Securities Registry (Registro de Valores Extranjeros) of 

the CMF and, therefore, the notes are not subject to the supervision of the CMF.  As unregistered securities, the Issuer and we are not 

required to disclose public information about the notes in Chile.  Accordingly, the notes cannot and will not be publicly offered to 

persons in Chile unless they are registered in the corresponding securities registry.  The notes may only be offered in Chile in 

circumstances that do not constitute a public offering under Chilean law or in compliance with CMF Rule 336.  Pursuant to CMF Rule 

336, the notes may be privately offered in Chile to certain “qualified investors” identified as such therein (which in turn are further 

described in Rule No. 216, dated June 12, 2008, and in Rule No. 410, dated July 27, 2016, both issued by the CMF). 

La oferta de los bonos se acoge a la norma de carácter general n°336 de la CMF. Los bonos que se ofrecen no están inscritos 

bajo la ley de mercado de valores en el registro de valores o en el registro de valores extranjeros que lleva la CMF, por lo que tales 

valores no están sujetos a la fiscalización de ésta.  Por tratarse de valores no inscritos, no existe obligación por parte del emisor de 

entregar en Chile información pública respecto de estos valores.  Los bonos no podrán ser objeto de oferta pública en Chile mientras 

no sean inscritos en el registro de valores correspondiente.  Los bonos solo podrán ser ofrecidos en Chile en circunstancias que no 

constituyan una oferta pública o cumpliendo con lo dispuesto en la norma de carácter general n°336 de la CMF. En conformidad con 

lo dispuesto por la norma de carácter general n°336, los bonos podrán ser ofrecidos privadamente a ciertos “inversionistas calificados” 

identificados como tal en dicha norma (y que a su vez están descritos en la norma de carácter general n°216 de la CMF de fecha 12 de 

Junio de 2008 y en la norma de carácter general n°410 de la CMF de fecha 27 de Julio de 2016). 

NOTICE TO RESIDENTS OF THE EUROPEAN ECONOMIC AREA 

Prohibition of Sales to European Economic Area Retail Investors 

The notes are not intended to be offered, sold or otherwise made available to and should not be offered, sold or otherwise made 

available to any retail investor in the European Economic Area. For the purposes of this provision, the expression “retail investor” means 

a person who is one (or more) of the following: (i) a retail client as defined in point (11) of Article 4(1) of Directive 2014/65/EU (as 

amended, “MiFID II”); or (ii) a customer within the meaning of Directive 2002/92/EC (as amended and superseded, the “Insurance 

Mediation Directive”), where that customer would not qualify as a professional client as defined in point (10) of Article 4(1) of MiFID 

II. Consequently, no key information document required by Regulation (EU) No 1286/2014 (as amended, the “PRIIPs Regulation”) for 

offering or selling the notes or otherwise making them available to retail investors in the European Economic Area has been prepared 

and therefore offering or selling the notes or otherwise making them available to any retail investor in the European Economic Area 

may be unlawful under the PRIIPs Regulation. 

NOTICE TO INVESTORS IN THE UNITED KINGDOM 

This offering memorandum is only being distributed to, and is only directed at, persons in the United Kingdom that are qualified 

investors within the meaning of Article 2(1)(e) of the Prospectus Directive that are also (i) investment professionals falling within 

Article 19(5) of the Financial Services and Markets Act 2000 (Financial Promotion) Order 2005 (the “Order”) or (ii) high net worth 

entities, and other persons to whom it may lawfully be communicated, falling within Article 49(2)(a) to(d) of the Order (each such 

person being referred to as a “relevant person”).  This offering memorandum and its contents are confidential and should not be 

distributed, published or reproduced (in whole or in part) or disclosed by recipients to any other persons in the United Kingdom.  Any 

person in the United Kingdom that is not a relevant person should not act or rely on this offering memorandum or any of its contents. 

NOTICE TO INVESTORS IN THE CAYMAN ISLANDS 

No offer or invitation to subscribe for the notes may be made to the public in the Cayman Islands. 
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We have not, and the initial purchasers have not, authorized anyone to provide any information other 

than that contained in this offering memorandum and in the documents incorporated by reference herein.  We 

and the initial purchasers take no responsibility for, and can provide no assurance as to the reliability of, any 

other information that others may give you.  We are not, and the initial purchasers are not, making an offer of 

the notes in any jurisdiction where the offer of the notes is not permitted.  Prospective investors should not 

assume that the information contained in this offering memorandum or any document incorporated by 

reference herein is accurate as of any date other than the date such information is presented. Our business, 

financial condition, results of operations and prospects may change after the date on the front cover of this 

offering memorandum.  

After having made all reasonable inquiries, we confirm that the information contained in this offering 

memorandum and the documents incorporated by reference herein is true and accurate in all material respects, that 

the opinions and intentions expressed herein and therein are honestly held, and that there are no other facts the omission 

of which would make this offering memorandum and the documents incorporated by reference herein as a whole or 

any of such information or the expression of any such opinions or intentions misleading.  The Issuer accepts 

responsibility accordingly. 
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PRESENTATION OF FINANCIAL AND CERTAIN OTHER INFORMATION 

Presentation of Financial Information 

In this offering memorandum, the discussion of our business includes the business of LATAM Airlines Group 

S.A. and its direct and indirect subsidiaries, including the Issuer. Unless otherwise indicated or the context otherwise 

requires, “LATAM Airlines Group,” “LATAM” “we,” “us,” “our” or the “Company” refer to LATAM Airlines Group 

S.A. and its consolidated subsidiaries, the term “Issuer” refers only to LATAM Finance Limited and the terms 

“LATAM Airlines Group S.A.” and “Guarantor” refer only to LATAM Airlines Group S.A., the unconsolidated 

operating entity. All references to “Chile” are references to the Republic of Chile.  Unless we specify otherwise, all 

references to “$,” “U.S.$,” “U.S. dollars” or “dollars” are to United States dollars, references to “pesos,” “Chilean 

pesos” or “Ch$” are to Chilean pesos, references to “reais,” “Brazilian reais,” or “R$” are to Brazilian reais, and 

references to “UF” are to Unidades de Fomento, a daily indexed Chilean peso-denominated monetary unit that takes 

into account the effect of the Chilean inflation rate.  As of the date of this offering memorandum, the LATAM brand 

includes all of the affiliate brands such as LATAM Airlines Chile, LATAM Airlines Peru, LATAM Airlines 

Argentina, LATAM Airlines Colombia, LATAM Airlines Ecuador and LATAM Airlines Brazil. 

In this offering memorandum, unless the context otherwise requires, references to “LAN” are to LAN 

Airlines S.A., currently known as LATAM Airlines Group S.A., in connection with circumstances and facts occurring 

prior to the completion date of the business combination between LAN Airlines S.A. and TAM S.A. 

In this offering memorandum, unless the context otherwise requires, references to “TAM” are to TAM S.A. 

and its consolidated subsidiaries, including TAM Linhas Aereas S.A., which does business under the name “LATAM 

Airlines Brazil,” Multiplus S.A. (“Multiplus”), Fidelidade Viagens e Turismo Limited (“TAM Viagens”) and 

Transportes Aéreos Del Mercosur S.A. (“TAM Mercosur”).  A list of certain consolidated subsidiaries of LATAM, 

and other terms that may be unfamiliar to some readers, is found in the glossary beginning on page v of this offering 

memorandum.   

The information contained in this offering memorandum should be read in conjunction with LATAM’s 

(i) audited consolidated financial statements as of December 31, 2017 and 2016, and for each of the three years ended 

December 31, 2017, 2016 and 2015, and (ii) unaudited interim consolidated financial statements as of September 30, 

2018 and for the nine-month periods ended September 30, 2018 and 2017, which are incorporated by reference in this 

offering memorandum. 

The aforementioned audited consolidated financial statements have been prepared in accordance with 

International Financial Reporting Standards (“IFRS”) as issued by the International Accounting Standards Board and 

the aforementioned unaudited interim consolidated financial statements have been prepared in accordance with IAS 

34. The Company recorded out of period adjustments resulting in an aggregate net decrease of U.S.$18.2 million to 

“Net income (loss) for the period” for the year ended December 31, 2016. These adjustments include U.S.$39.5 million 

(loss) resulting from an account reconciliation process initiated after the Company’s affiliate TAM S.A. and its 

subsidiaries completed the implementation of the SAP system. A further U.S.$11.0 million (loss) reflects adjustments 

related to foreign exchange differences, also relating to the Company’s subsidiaries in Brazil. The balance of U.S.$32.3 

million (gain) includes principally the adjustment of unclaimed fees for expired tickets for the Company and its 

affiliates outside Brazil. Management of TAM S.A. has concluded that the out of period adjustments that have been 

identified are material to the financial statements for the year ended December 31, 2015 of TAM S.A., which should 

therefore require a restatement in Brazil. However, management of LATAM has evaluated the impact of all out of 

period adjustments, both individually and in the aggregate, and concluded that due to their relative size and to 

qualitative factors they are not material to the annual consolidated financial statements of LATAM Airlines Group 

S.A. for the year ended December 31, 2016 or to any previously reported consolidated financial statements, therefore 

no restatement or revision is necessary. For more information see “Item 5. Operating and Financial Review and 

Prospects—A. Operating Results—Results of Operation—LATAM Airlines Group Financial Results Discussion: 

Year ended December 31, 2016 compared to year ended December 31, 2015—Out of Period Adjustments” of our 

Form 20-F incorporated herein by reference. 
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Exchange Rates and Certain Reference Rates  

This offering memorandum contains conversions of certain Chilean pesos into U.S. dollars at specified rates 

solely for the convenience of the reader. These conversions should not be construed as representations that the Chilean 

peso actually represents such U.S. dollars or could be converted into U.S. dollars at the rate or any other exchange 

rate as of that or any other date. Unless we indicate otherwise, the U.S. dollar equivalent for information in Chilean 

pesos is based on the “dólar observado” (the “Observed Exchange Rate”) published by the Central Bank of Chile on 

December 31, 2017, which was Ch$615.22 = U.S.$1.00. The Observed Exchange Rate for pesos on January 25, 2019, 

was Ch$672.14 = U.S.$1.00.  Unless we indicate otherwise, the U.S. dollar equivalent for information in Brazilian 

reais is based on the average “bid and offer rate” published by the Central Bank of Brazil on December 31, 2017, 

which was R$3.31 = U.S.$1.00. The bid and offer rate for reais on January 25, 2019, was R$3.76 = U.S.$1.00. The 

Federal Reserve Bank of New York does not report a noon buying rate for Chilean pesos or Brazilian reais.  

The Guarantor and the majority of its subsidiaries maintain their accounting records and prepare their 

financial statements in U.S. dollars.  Some of our other subsidiaries, however, maintain their accounting records and 

prepare their financial statements in Chilean pesos, Argentinean pesos, Colombian pesos or Brazilian reais.  In 

particular, TAM maintains its accounting records and prepares its financial statements in Brazilian reais.  Our 

consolidated financial statements include the results of these subsidiaries translated into U.S. dollars.  IFRS requires 

assets and liabilities denominated in other currencies to be translated at period-end exchange rates, while revenue and 

expense accounts are translated at each transaction date. 

Non-IFRS Financial Measures 

In addition to our financial information that has been prepared and presented in accordance with IFRS, this 

offering memorandum includes certain “non-GAAP financial measures” (as defined in Regulation G under the 

Securities Act). These measures include: 

• Adjusted EBITDAR, which consists of net income/(loss) for the period before income taxes and 

financial costs and financial income, plus depreciation and amortization expense, plus aircraft 

rentals expense, as further adjusted to add back the effect of other gains and losses, and to deduct 

equity accounted earnings, exchange rate differences and the result of indexation units; 

• Adjusted EBITDAR margin, which is calculated by dividing Adjusted EBITDAR by the sum of our 

passenger revenues, cargo revenues and other income; 

• EBIT, which consists of our Adjusted EBITDAR (as defined above) less depreciation and 

amortization and aircraft rentals expense; and 

• EBIT margin, which is calculated by dividing EBIT by the sum of our passenger revenues, cargo 

revenues and other income; 

We believe that each of Adjusted EBITDAR, Adjusted EBITDAR margin, EBIT and EBIT margin provide 

a useful supplemental measure to examine the underlying performance of the business.  Adjusted EBITDAR, Adjusted 

EBITDAR margin, EBIT and EBIT margin should not, however, be considered in isolation or as a substitute for net 

income, operating revenues, cash flows from operating activities or any other measure of financial performance 

presented in accordance with IFRS or as a measure of our profitability or liquidity.  Adjusted EBITDAR, Adjusted 

EBITDAR margin, EBIT and EBIT margin as presented by LATAM may exclude some but not all items that affect 

net income, and may not be comparable to similar measures presented by other companies in the same industries or 

similar industries. For a detailed reconciliation of Adjusted EBITDAR and EBIT to net income and the calculation of 

Adjusted EBITDAR and EBIT margin, see “Summary.” We believe that the inclusion of these measures in this 

offering memorandum is appropriate to provide holders of our notes with additional information about our operating 

performance, but you should not rely solely on such measures and you should read them together with our audited 

consolidated financial statements contained or incorporated by reference in this offering memorandum and the 

operating data and financial information contained herein. 

We provide information regarding EBITDAR in press releases containing our quarterly and annual earnings 

reports that is calculated on a basis that is different from the calculation of Adjusted EBITDAR used in this offering 
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memorandum. The differences between EBITDAR as presented in our earnings reports and Adjusted EBITDAR as 

presented in this offering memorandum are immaterial. 

Industry Data 

Unless otherwise indicated, all industry data and statistics included in this offering memorandum are 

estimates or forecasts contained in or derived from industry sources that we believe to be reliable. Industry data and 

statistics are inherently predictive and are not necessarily reflective of actual market conditions, and we have not 

independently verified such data. Such statistics may be based on market research, which itself is based on sampling 

and subjective judgments by both the researchers and the respondents, including judgments about what types of 

products (e.g., aircraft type) and transactions should be included in the relevant markets.  In addition, the value of 

comparisons of statistics for different markets is limited by many factors, including that (i) the markets are defined 

differently, (ii) the underlying information was gathered by different methods, (iii) the underlying information is based 

on a mix of public and privately obtained information, and (iv) different assumptions were used in compiling the data. 

Market statistics included in this offering memorandum should be viewed with caution, and no representation 

or warranty is given by any person, including LATAM or any initial purchaser, as to their accuracy or completeness, 

or the assumptions relied upon therein. 

Rounding 

We have rounded figures, percentages and certain U.S. dollar, Chilean peso and Brazilian reais amounts 

contained in this offering memorandum for ease of presentation.  Any discrepancies in any table between totals and 

the sums of the amounts listed are due to rounding.  



 

 - v -  

 

GLOSSARY 

The following terms, as used in this offering memorandum, have the meanings set forth below. 

Capacity Measurements:  

“available seat kilometers” or 

“ASKs” 

The sum, across our network, of the number of seats made available for sale 

on each flight multiplied by the kilometers flown by the respective flight. 

“available ton kilometers” or 

“ATKs” 

The sum, across our network, of the number of tons available for the 

transportation of revenue load (cargo) on each flight multiplied by the 

kilometers flown by the respective flight. 

Traffic Measurements:  

“revenue passenger kilometers” 

or “RPKs” 

The sum, across our network, of the number of revenue passengers on each 

flight multiplied by the number of kilometers flown by the respective flight. 

Other:  

“A320 family” The Airbus A319, Airbus A320, Airbus A320neo and Airbus A321 models of 

aircraft.   

“operating expenses” Operating expenses comprise the sum of the line items “cost of sales” plus 

“distribution costs” plus “administrative expenses” plus “other expenses,” as 

shown on our consolidated statement of income by function. 

“ton” A metric ton, equivalent to 2,204.6 pounds.  

Consolidated Affiliates of LATAM: 

“LATAM Airlines Argentina” LAN Argentina S.A., incorporated in Argentina. 

“LATAM Airlines Chile” Transporte Aéreo S.A., incorporated in Chile. 

“LATAM Airlines Colombia” Aerovías de Integración Regional, Aires S.A., incorporated in Colombia. 

“LATAM Airlines Ecuador” Aerolane, Líneas Aéreas Nacionales del Ecuador S.A., incorporated in 

Ecuador. 

“LATAM Airlines Peru” LAN Perú S.A., incorporated in Peru. 

“LATAM Cargo” LAN Cargo S.A., incorporated in Chile. 

“TAM” Tam S.A., incorporated in Brazil. 
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INCORPORATION OF CERTAIN INFORMATION BY REFERENCE 

We are “incorporating by reference” information into this offering memorandum, which means that we can 

disclose important information to you without actually including the specific information in this offering memorandum 

by referring you to other documents filed with or furnished separately to the SEC.  The information incorporated by 

reference is an important part of this offering memorandum.  Information that we later provide to the SEC, and which 

is deemed to be “filed” with the SEC, automatically will update information previously filed with the SEC, and may 

replace information in this offering memorandum.  

We are incorporating by reference into this offering memorandum the following documents:  

• our Annual Report on Form 20-F for the year ended December 31, 2017 (SEC File/Film No. 001-

14728/18738847) (our “Form 20-F”);  

• our report on Form 6-K furnished to the SEC on November 21, 2018 (SEC File/Film No. 001-

14728/181198139); and 

• our report on Form 6-K furnished to the SEC on January 8, 2019 (SEC File/Film No. 001-14728/ 

19516750). 

We also incorporate by reference into this offering memorandum additional documents that we may file with 

the SEC under the Securities Exchange Act of 1934, as amended (the “Exchange Act”), from the date of this offering 

memorandum until we have sold all of the securities to which this offering memorandum relates or the offering is 

otherwise terminated; provided, however that we are not incorporating any information furnished but not filed under 

any Report on Form 6-K (except as set forth above). 

Except as specifically incorporated by reference above, none of our current or future reports filed or furnished 

with or to the SEC are incorporated by reference herein.  

You may request a copy of any and all of the information that has been incorporated by reference in this 

offering memorandum and that has not been delivered with this offering memorandum, at no cost, by writing us at 

Presidente Riesco 5711, 20th Floor, Las Condes, Santiago, Chile or by telephoning us at (56-2) 2565-8765. 
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WHERE YOU CAN FIND ADDITIONAL INFORMATION 

We are subject to periodic reporting and other informational requirements of the Exchange Act as applicable 

to foreign private issuers.  Accordingly, we are required to file or furnish reports, including annual reports on Form 

20-F, and other information with or to the SEC.  We are required to file our annual report on Form 20-F within 120 

days after the end of each fiscal year.  You may obtain such reports over the Internet at the SEC’s website at 

www.sec.gov or from our web site at www.latamairlinesgroup.net.  However, the information on our web site and at 

the SEC’s website, except as explicitly incorporated by reference, does not constitute a part of, and is not incorporated 

by reference into, this offering memorandum. 

At all times when LATAM Airlines Group S.A. is required to file any financial statements or reports with 

the SEC, LATAM Airlines Group S.A. will use its reasonable best efforts to file all required statements or reports in 

a timely manner in accordance with the rules and regulations of the SEC. In addition, at any time when LATAM 

Airlines Group S.A. is not subject to or is not current in its reporting obligations under Section 13 or Section 15(d) of 

the Exchange Act, or is exempt from the registration requirements of Section 12(g) of the Exchange Act pursuant to 

Rule 12g3-2(b) thereunder and any notes remain outstanding (or if otherwise required with respect to the Issuer), 

LATAM Airlines Group S.A. will make available, upon request, to any holder and any prospective purchaser of notes 

that are “restricted securities” under the Securities Act, the information referred to in Rule 144A(d)(4) under the 

Securities Act in order to permit resale of the notes in compliance with Rule 144A. 

As a foreign private issuer, we are exempt under the Exchange Act from, among other things, the rules 

prescribing the furnishing and content of proxy statements, and our executive officers, directors and principal 

shareholders are exempt from the reporting and short swing profit recovery provisions contained in Section 16 of the 

Exchange Act.  In addition, we are not required under the Exchange Act to file periodic reports and financial statements 

with the SEC as frequently or as promptly as U.S. companies whose securities are registered under the Exchange Act.  

However, we intend to comply with any reporting requirements applicable in connection with the notes.  See 

“Description of the Notes.” 

  

http://www.sec.gov/
http://www.latamairlinesgroup.net./
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CAUTIONARY STATEMENT REGARDING FORWARD-LOOKING STATEMENTS 

This offering memorandum and the documents incorporated by reference herein contain statements that are 

or may constitute forward-looking statements within the meaning of Section 27A of the Securities Act and Section 

21E of the Exchange Act.  Such statements may include words such as “anticipate,” “could,” “estimate,” “expect,” 

“project,” “intend,” “plan,” “believe” or other similar expressions.  Forward-looking statements, including statements 

about our beliefs and expectations, are not statements of historical facts.  These statements are based on current plans, 

estimates and projections, and, therefore, you should not place undue reliance on them.  There is no assurance that the 

expected events, trends or results will actually occur. Forward-looking statements involve inherent risks and 

uncertainties.  We caution you that a number of important factors could cause actual results to differ materially from 

those contained in any forward-looking statement.  These factors include, but are not limited to: 

• factors described in this offering memorandum under the heading “Risk Factors” and other 

documents incorporated by reference herein, and, from time to time, in other reports we file with 

the SEC or in other documents that we publicly disseminate, including, in particular, the section 

titled “Risk Factors” in our Form 20-F; 

• our ability to service our debt and fund our working capital requirements; 

• future demand for passenger and cargo air service in Chile, Brazil, other countries in Latin America 

and the rest of the world; 

• the maintenance of relationships with customers; 

• the state of the Chilean, Brazilian, Latin American and world economies and their impact on the 

airline industry; 

• the effects of competition; 

• future terrorist incidents, cyber attacks or related activities affecting the airline industry; 

• future outbreak of diseases, or spread of already existing diseases, affecting traveling behavior 

and/or exports; 

• natural disasters affecting traveling behavior and/or exports; 

• the relative value of the Chilean Peso and other Latin American currencies compared to other world 

currencies; 

• inflation; 

• competitive pressures on pricing; 

• our capital expenditure plans; 

• changes in labor costs, maintenance costs, and insurance premiums; 

• fluctuation of crude oil prices and its effect on fuel costs; 

• cyclical and seasonal fluctuations in our operating results; 

• defects or mechanical problems with our aircraft; 

• our ability to successfully implement our growth strategy; 

• increases in interest rates; and 
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• changes in regulations, including regulations related to access to routes in which we operate; and  

In light of these risks and uncertainties, the forward-looking information, events and circumstances discussed 

in this offering memorandum might not occur.  Any such forward-looking statements are not guarantees of future 

performance.  As a result, prospective investors should not make an investment decision based on the forward-looking 

statements contained in this offering memorandum.  Forward-looking statements speak only as of the date they are 

made, and neither we nor the initial purchasers undertake any obligation to publicly update or revise any forward-

looking statement, whether as a result of new information or future events or for any other reason. 
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SUMMARY 

The following summary highlights information contained elsewhere in this offering memorandum or 

incorporated by reference herein. This summary is not complete and does not contain all of the information you should 

consider before investing in our securities. This summary must be read together with, and is qualified in its entirety 

by, the information included in the other sections of this offering memorandum, in particular the information included 

in the “Risk Factors” and “Cautionary Statement Regarding Forward-Looking Statements” sections and our 

historical consolidated financial statements and the notes to those financial statements incorporated by reference 

before making an investment decision. 

The Issuer 

The Issuer is an exempted company incorporated with limited liability under the laws of the Cayman Islands 

on September 21, 2016. The Issuer’s registered office is located at the offices of Maples Corporate Services Limited, 

PO Box 309, Ugland House, Grand Cayman, KY1-1104, Cayman Islands. The authorized share capital of the Issuer 

is U.S.$100, divided into 100 shares of a par value of U.S.$1.00 each, of which 100 shares have been issued as fully 

paid and is outstanding. LATAM Airlines Group S.A. is the sole shareholder of the Issuer.  

Our Company 

LATAM Airlines Group is a Chile-based airline holding company formed by the business combination of 

LAN Airlines S.A. of Chile and TAM S.A. of Brazil in 2012.  Following the combination, LAN Airlines S.A. became 

“LATAM Airlines Group S.A.” and TAM S.A. continues to exist as a subsidiary of LATAM. We are primarily 

involved in the transportation of passengers and cargo as one unified business enterprise.  During 2016, we began the 

transition of unifying LAN and TAM into a single brand: LATAM.  LATAM Airlines Group S.A. is a publicly traded 

corporation listed on the Chilean Stock Exchanges and the New York Stock Exchange (the “NYSE”), with a market 

capitalization of U.S.$7.01 billion as of January 25, 2019. 

We are one of the largest airline groups in the world in terms of network connections, providing scheduled 

passenger service to approximately 144 destinations in 27 countries and cargo services to approximately 152 

destinations in 32 countries, with an operating fleet of 314 aircraft as of September 30, 2018 and multiple bilateral 

airline alliances.  We employed approximately 40,974 people in 24 countries as of September 30, 2018 and transported 

approximately 68.8 million passengers in the year ended December 31, 2018. 

LATAM’s history goes back to 1929, when the Chilean government founded LAN.  In 1989, the Chilean 

government sold 51.0% of LAN’s capital stock to Chilean investors and to Scandinavian Airlines System.  In 1994, 

in a series of transactions, LATAM’s current controlling shareholders together with other major shareholders, acquired 

98.7% of LAN’s stock, including the remaining shares then held by the Chilean government.  In 1997, LAN American 

Depositary Shares (“ADSs”) were listed on the NYSE, making LAN the first Latin American airline to trade its ADSs 

on this financial market. 

Over the past decade, LAN has significantly expanded its operations in Latin America, initiating services in 

Peru in 1999, Argentina in 2005 and Colombia in 2010 (through the acquisition of Aerovías de Integración Regional, 

Aires S.A., or LATAM Airlines Colombia).  The business combination of LAN and TAM in June 2012 further 

expanded the Company’s operations in Brazil, where TAM Linhas Aéreas S.A. (“TLA” or “LATAM Airlines Brazil”), 

the TAM operating entity, is a leading domestic and international airline offering flights throughout Brazil with a 

strong domestic market share, international passenger services and significant cargo operations.  TAM was founded 

in May 1997 (under the name Companhia de Investimentos em Transportes), for the purpose of participating in, 

managing and consolidating shareholdings in airlines.  In September 2002, TAM’s name was changed to TAM S.A. 

and its shares were listed on the Brazilian Stock Exchange (“Bovespa”) in June 2005.  From 2006 until the business 

combination with LAN in June 2012, TAM ADSs were also listed on the NYSE. 

Following the business combination with TAM, our airline holdings include LAN and its affiliates in 

Argentina, Chile, Colombia, Ecuador and Peru; TAM and its affiliates in Brazil and Paraguay, including Multiplus, a 

publicly traded loyalty program and subsidiary of TAM, and LAN Cargo and its regional affiliates in Brazil, Colombia 

and Mexico. 
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LATAM Simplified Organizational Structure 

The ownership and organizational structure of LATAM Airlines Group as of December 31, 2018 was as 

follows: 

 

(1) As of December 31, 2018, “Others” included Qatar Airways (10.00%), Eblen Group (5.93%), Bethia Group (5.50%) and 

remaining minority shareholders holding an aggregate of 48.08%. 

(2) The Issuer, LATAM Finance Limited, is a 100% wholly-owned subsidiary of LATAM Airlines Group S.A.   

 

  

TAM Controlling

Shareholders

(2.58%) 

LAN Controlling

Shareholders

(27.91%) 

 

Others(1)

(69.51%) 

LATAM AIRLINES GROUP(2) 

Chile 

HoldCo I S.A.

Chile 

 

TAM S.A. 

Brazil 

 

TLA 

Brazil 

 

Multiplus

Brazil 

51% Voting Shares 

100% Non Voting Shares 

49% Voting Shares 

100% PN Shares (non-voting) 

100% ON Shares (voting) 

100% 72.74% 
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Our Competitive Strengths 

Our strategy is to maintain LATAM Airlines Group’s position as the leading airline in South America by 

leveraging our unique position in the airline industry. LATAM Airlines Group is the only airline group in the region 

with a local presence in six markets, as well as intra-regional and long haul operations. As a result, our Company has 

more flexibility, as well as a proven track record of acting quickly to adapt our business to economic challenges. 

Moreover, LATAM’s unique leadership position in a region with growth potential and the focus on our existing 

competitive strengths will allow us to continue building our business model and fuel our future growth. We believe 

our most important competitive strengths are:  

Leader in the South American Airline Space, with a Unique Leadership Position Among Global Airlines 

Through a successful regional expansion strategy, LATAM Airlines Group has become the largest passenger 

airline group and cargo operator in Latin America.  In 2017, we were the leader in the Latin America region in number 

of passengers carried.  

We have domestic passenger operations in Chile, Brazil, Peru, Argentina, Colombia and Ecuador. We are 

also the largest operator of intra-regional routes, connecting the main cities in South America.  Furthermore, through 

its significant presence in some of the largest hubs in South America—Lima and São Paulo—LATAM is able to offer 

leading connectivity between South America and the rest of the world. The following table shows LATAM’s market 

share for the month ended September 30, 2018, for each of the markets where it operates, except as otherwise 

indicated: 

Market Market share Position 

Brazil Domestic 32% (1) 2nd 

Chile Domestic 64% (2) 1st  

Peru Domestic 59% (3) 1st  

Argentina Domestic 17% (4) 2nd  

Colombia Domestic 19% (5) 2nd  

Ecuador Domestic 29% (6) 2nd  

Within South America 43% (7) 1st  

South America – North 

America 
20% (7) 2nd 

South America – Europe 12% (7) 3rd  

South America – Asia Pacific 53% (7) 1st  
(1) By RPK. Source: ANAC Brazil’s website. 

(2) By RPK.  Source: JAC Chile’s website. 

(3) By passengers. Source: Ministry of Transportation Peru’s website. 

(4) By passengers. Source: EANA’s website. 

(5) By RPK. Source: Aeronáutica Civil Colombia’s website. 

(6) By ASK. Source: Diio.net.   

(7) By ASK. Source: Diio.net.  Data is for the month ended December 31, 2018.  

In addition, our cargo companies are the largest air cargo operators within, to and from Latin America, and 

particularly in Brazil.   

Geographically Diversified Revenue Base, including both Passenger and Cargo Operations 

Our operations are highly geographically diversified, including domestic operations in six different countries, 

as well as operations within South America and connecting South America with various international destinations. 

We believe this provides resilience to external shocks that may occur in any particular market. Furthermore, we believe 

that one of our distinct competitive advantages is our ability to profitably integrate our scheduled passenger and cargo 

operations. We take into account potential cargo services when planning passenger routes, and also serve certain 

dedicated cargo routes using our freighter aircraft when needed. By adding cargo revenues to our existing passenger 

service, we are able to increase the productivity of our assets and maximize revenue, reducing break-even load factors 

and enhancing per flight profitability. Additionally, this revenue diversification helps offset seasonal revenue 

fluctuations and reduces the volatility of our business over time. For the year ended December 31, 2017, passenger, 

cargo and other revenues accounted for 83.6%, 11.0% and 5.4%, respectively, of total revenues. 
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Modern Fleet and Optimized Fleet Strategy 

The average age of our fleet is approximately eight years, making it one of the most modern in Latin America 

and in the world.  In addition, we have sought to transform the cabin experience by investing U.S.$400 million in 

cabin retrofits.  A younger fleet makes us more cost competitive because it reduces fuel consumption and maintenance 

costs, and enables us to enjoy a high degree of performance reliability.  In addition, a modern and fuel-efficient fleet 

reflects our strong commitment to the environment as new aircraft incorporate the industry’s latest technology, 

allowing for a substantial reduction in emissions, and also decreasing noise levels. 

We select our aircraft based on their ability to effectively and efficiently serve our short- and long-haul flight 

needs, while still striving to minimize the number of different aircraft types we operate. 

Our current fleet plans envisage a short-haul fleet formed exclusively by aircraft from the A320 family, with 

a focus on the A321 and A320neo, a re-engined A320 that the Company received for the first time in 2016, becoming 

the first airline in Latin America to fly this model. During 2017, LATAM incorporated two additional A320neos into 

its fleet. 

For long-haul passenger flights, we operate the Boeing 767-300ER, the Boeing 787-8, the Boeing 787-9, the 

Boeing 777-300ER and the Airbus A350-900.  The Boeing 787 and Airbus A350 models allow us to achieve important 

savings in fuel consumption, while incorporating modern technology to deliver the best travel experience for our 

passengers. In 2017, we incorporated two Boeing 787-9 into our fleet. 

LATAM continues to take a flexible approach to its fleet plan in order to better align it to market conditions.  

During 2017, the Company received four aircraft, the lowest number in the history of LATAM, and subleased a 

number of aircraft to third parties to respond to a demand reduction during the year. 

Strong Brand Teamed with Key Global Strategic Alliances 

In May 2016, our new brand, LATAM, was officially launched. We believe that our new brand is associated 

with superior service, high quality aircraft and technologically advanced operations, and is well recognized and 

respected in the markets in which we operate.  In 2017, LATAM Airlines was named Best Airline to South America 

in the 14th annual Global Traveler GT Tested Reader Survey Awards for the fourth consecutive year, and was also 

named South America’s Leading Airline in the World Travel Awards 2018 for the third consecutive year, recognizing 

customers’ preference for LATAM’s brand over other South American airlines. 

LAN joined the oneworld alliance, one of the world’s leading airline alliances, in 2000.  TAM (now LATAM 

Airlines Brazil) joined the oneworld alliance in 2014, marking one of the most important steps to achieve the entry of 

all LATAM airlines into oneworld.  To our passengers, this means greater convenience when traveling, since they 

will have the same standard of high-quality customer service, regardless of their international destination.  Our 

strategic global alliances and existing commercial agreements provide our customers with access to more than 1,000 

destinations worldwide, a combined reservations system, itinerary flexibility and various other benefits, which 

substantially enhance our competitive position within the Latin American market.  

In 2016, LATAM entered into two joint business agreements (“JBAs”): an agreement with American Airlines 

and an agreement with International Airlines Group’s (“IAG”) British Airways and Iberia.  These agreements further 

strengthen our relationship with other oneworld partners.  Both agreements will allow LATAM to expand its network 

to more than 420 destinations worldwide, operating routes from South America to the United States and Canada with 

American Airlines and routes from South America to Europe with IAG (British Airways and Iberia).  Both agreements 

were approved in Uruguay in 2016. In 2017, the Administrative Court of the Administrative Council for Economic 

Defense (the “CADE”) in Brazil and the Civil Aviation Authority in Colombia approved both JBAs.  During the 

review, the authorities evaluated the scope of the agreements in terms of free competition and the benefits each will 

bring to passengers, including improved connectivity, expansion of the destination network and reduced prices.  On 

October 31, 2018, Chile’s Antirust Authority Court (Tribunal de la Libre Competencia, or the “TDLC”) approved the 

JBAs for both passenger and cargo businesses, subject to the satisfaction of certain mitigating conditions.  The 

mitigating conditions included by the TDLC upon approval of the JBAs are for the parties to the JBAs to (1) establish 

a revenue sharing scheme for the consulted JBAs; (2) maintain offered capacity in the direct routes of Santiago-Miami 

and Santiago-Madrid; (3) increase offered capacity on routes to North America and Europe; (4) not charge implicit 
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negative prices on indirect routes whose main leg is Santiago-Miami or Santiago-Madrid; (5) offer frequent flyer 

program agreements to new competitors on the direct routes Santiago-Miami and Santiago-Madrid; (6) offer fare 

combination agreements to new competitors on the direct routes of Santiago-Miami and Santiago-Madrid; (7) offer 

special pro-rate agreements to new competitors on the direct routes Santiago-Miami and Santiago-Madrid; (8) 

designate a consultant for the oversight of these conditions; and (9) consult with the TDLC court six months before 

the five year anniversary of the effective date of any JBA. 

The agreement between LATAM and American Airlines remains subject to regulatory approval by the 

Department of Transportation in the United States.  

We note that we are subject to anti-corruption, anti-bribery, anti-money laundering and antitrust laws and 

regulations in Chile, the United States and in the various countries in which we operate.  Violations of any such laws 

or regulations could have a material adverse impact on our reputation and results of operations and financial condition. 

Financial Flexibility 

We have historically managed our business to maintain financial flexibility and a strong balance sheet, 

seeking to accommodate our growth objectives while having the ability to respond to changing market conditions.  

Our financial flexibility has allowed us to secure large aircraft deliveries, including an important part of our current 

re-fleeting program, at attractive financing rates.  

Recognized Loyalty Programs 

Our frequent flyer programs, LATAM Fidelidade and LATAM PASS together represent the leading frequent 

flyer programs in South America, with strong participation rates and brand recognition by our customers.  Customers 

in each program earn points or kilometers based on distance flown, class of ticket purchased, and elite level, as well 

as by using the services of outside partners in the program.  In addition, in 2009 TAM launched its affiliate Multiplus, 

a coalition of loyalty programs, which allows members to accumulate points not just by flying with LATAM, but also 

by making purchases through credit cards or using services and products at partner establishments, and allows 

members to redeem points for LATAM Airlines Brazil flights and other products at partner establishments.  

On September 5, 2018, we announced that our consolidated subsidiary, LATAM Airlines Brazil, does not 

intend to renew or extend its operating agreement with Multiplus, its loyalty coalition affiliate, after December 31, 

2024.  Concurrently, LATAM Airlines Brazil announced its intention to offer to acquire all of the common shares in 

Multiplus that our affiliates do not currently own, and to subsequently de-list Multiplus from the B3 Novo Mercado 

in Brazil and cancel its registration.  On October 25, 2018, Multiplus issued a Material Fact letter notifying its 

shareholders and the market that LATAM Airlines Brazil filed an appraisal report (the “Appraisal Report”) prepared 

by Banco de Investimentions Credit Suisse (Brasil) S.A. (the “Appraiser”) with the Brazilian Securities Commission 

(the “CVM”).  Pursuant to applicable law, the Appraisal Report is accessible to interested parties as indicated in the 

Material Fact letter.  Pursuant to the methodologies used and described within the Appraisal Report, the Appraiser 

determined that the price range for Multiplus shares was between R$15.23 and R$16.75 per common share.  LATAM 

Airlines Brazil had previously announced an intended purchase price of R$27.22 per share in a Material Fact letter 

dated September 5, 2018, which represented the dividend-adjusted volume weighted average share price of Multiplus 

over the previous 90 trading days up to said date.  The intended purchase price implies an approximate total purchase 

consideration of R$1.2 billion (approximately U.S.$289 million) for the entire 27.3% free float of Multiplus. 

The frequent flyer program is a strategic asset for the airline group, and a core source of value that 

differentiates us from other carriers.  The acquisition of Multiplus and its full integration into our network will, 

together with LATAM PASS, create what we estimate will be one of the largest frequent flyer and loyalty programs 

in the world (measured by member base), and will cement our relationship with 21.1 million members at Multiplus.  

Our intention is to keep Multiplus members’ points and redemption benefits intact.  We also believe Multiplus’s 

commercial partners will benefit from enhanced customer acquisition, retention and share of wallet.  

We believe that this transaction may yield significant benefits to LATAM Airlines Brazil and us, including 

efficiency synergies, incremental passenger traffic, value generation from customer relationship management and data 

analytics, strengthened brand consistency and positioning, as well as an improved, simplified experience for Multiplus 

members; however, no assurances can be given that these synergies and efficiencies will be achieved or that they will 
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fully offset the cost of the transaction.  LATAM Airline Brazil’s decision is consistent with the strategy of in-house 

frequent flyer business models of the largest global airlines, including our oneworld partners.  

We believe these flexible programs are attractive to customers because they do not impose restrictions on 

those flights for which points can be redeemed, or the number of seats available on any particular flight to members 

using the loyalty program.  LATAM PASS and LATAM Fidelidade members can also accrue and redeem points for 

flights on other oneworld member airlines.  
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Our Strategy 

Our mission is to connect people safely, with operational excellence and a personal touch, seeking to become 

one of the best airline groups in the world.  In order to achieve our mission, the principal areas on which we plan to 

focus our efforts going forward are as follows:  

Continually Strengthening Our Network 

We intend to continue to strengthen our route network in South America, offering the best connectivity within 

the region at competitive prices, in order to become by far the most convenient option for our passengers. We are the 

only airline group in South America with a local presence in six home markets and an international and intra-regional 

operation. This position is bolstered by our enhanced infrastructure in several of our key hubs, allowing us to further 

strengthen our network and connection. We intend to leverage our position to create a leading portfolio of services 

and destinations, providing more options to our passengers and building a platform to support continued growth. 

Enhanced Brand Leadership and Customer Experience 

We will always seek to be the preferred choice of passengers in South America. Our efforts are supported by 

a differentiated passenger experience, and our leveraging of mobile digital technologies. We continue to work on the 

implementation of our single, unified brand, culture, product and value proposition for our passengers. Additionally, 

we are focused on defining LATAM’s digital strategy including applications to achieve ancillary revenues, and 

improving the management of contingencies, so that we are able to provide information and solutions to our customers 

in a timely and transparent manner. We continually assess opportunities to incorporate service improvements in order 

to respond effectively to our customers’ needs.  

Improving Efficiency and Cost Competitiveness 

We are continually working to maintain a competitive cost structure and further improve our effectiveness, 

simplify our organization and increase flexibility and speed in decision making. Cost savings include reductions in 

fuel and fees, procurement, operations, overhead, and distribution costs, among others, as well as the implementation 

of a higher seat density and more customized service in certain markets. We are currently working at an accelerated 

pace on cost initiatives in all these areas.  

Organizational Strength 

We aspire to be a dedicated team, working in a simple and aligned manner, with inspiring leaders making 

agile decisions. This will allow us to deliver a distinctive value proposition to our customers, surpass our competitors 

consistently and operate sustainably for the long term. 

Proactive Risk Management 

We strive to have a holistic and responsible view of risk in decision-making. We put special focus on risks 

that have high potential impact and low probability of occurrence, which could significantly affect our strategic 

objectives.  
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Recent Developments 

Upgrade in Credit Rating 

On March 23, 2018, Fitch affirmed our corporate credit rating at B+ and upgraded its rating outlook to 

“positive” from “stable”. 

On May 4, 2018, Moody’s upgraded our corporate credit rating to Ba3 (from B1), with a “stable” outlook. 

On January 15, 2019, S&P affirmed our corporate credit rating at BB- with a “stable” outlook. 

Fleet commitments reduction 

On December 21, 2018, we executed amendments to certain of our purchase agreements to restructure our 

fleet delivery schedule, reaching a total reduction of U.S.$2.2 billion in fleet commitments for the period 2018-2021, 

equivalent to a reduction of 40% of total fleet commitments for that period.  The primary goal of this restructuring 

was to adjust capacity to the prevailing market conditions in Latin America and further capitalize on our efforts to 

increase the utilization of existing assets. The restructuring of fleet commitments is also in line with our focus on 

maintaining a healthy balance sheet and adequate liquidity. As a result, our fleet plan for 2017 was, and our expected 

fleet commitments for 2018-2021 is, subject to change or revision, as follows: 

 

Management Changes 

On March 22, 2017, we announced the restructuring of our senior management, following an international 

trend in the airline industry. This trend seeks a simple and efficient structure that meets the needs of the markets it 

operates in and enables the company to face an increasingly competitive environment. 

The organization was restructured with a focus on four basic areas, which will be the pillars of our business 

strategy and will report directly to the CEO of LATAM, Enrique Cueto. These areas are: Clients, Operations and Fleet, 

By Year End 2017 2018E 2019E 2020E 2021E 

Passenger Aircraft      

Narrow Body      
Airbus A319-100 .........................................................  46 46 46 45 44 

Airbus A320-200 .........................................................  126 126 122 112 104 

Airbus A320 Neo .........................................................  4 4 15 18 24 
Airbus A321-200 .........................................................  47 49 49 49 49 

Airbus A321 Neo .........................................................  - - - 4 9 

TOTAL .........................................................................  223 225 232 228 230 

Wide Body      
Boeing 767-300 ...........................................................  36 35 30 29 28 

Airbus A350-900 .........................................................  5 7 11 13 15 

Boeing 777-300 ER .....................................................  10 10 10 10 10 
Boeing 787-8 ...............................................................  10 10 10 10 10 

Boeing 787-9 ...............................................................  14 14 16 18 20 

TOTAL .........................................................................  75 76 77 80 83 

Cargo Aircraft      
Boeing 767-300F .........................................................  9 10 9 10 10 

TOTAL ...........................................................................  9 10 9 10 10 

TOTAL OPERATING FLEET ....................................  307 311 318 318 323 

Subleases      
Airbus A320-200 .........................................................  5 5 5 5 5 

Airbus A350-900 .........................................................  2 2 2 - - 

Boeing 767-300F .........................................................  1 - 2 2 2 

TOTAL ...........................................................................  8 7 9 7 7 

TOTAL FLEET .............................................................  315 318 327 325 330 

Fleet Commitment (U.S.$ million) ................................  326 311 1,197 708 1,118 
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Commercial, and Finance. Each area is led by current LATAM executives that have a distinguished track record in 

executing projects of large scope on our behalf. Furthermore, they will report to the areas of: Human Resources, Legal, 

Planning, Technology, Security and Corporate Affairs. 

In May 2017, Mr. Ignacio Cueto Plaza was elected as Chairman of the Board. On August 7, 2018, Mr. 

Antonio Luiz Pizarro Manso resigned from his position as director and as his replacement, Mrs. Sonia Villalobos was 

appointed as director of LATAM. 

Mrs. Sonia Villalobos is a Brazilian citizen and a regular member of the Boards of Petrobras and Telefónica 

Vivo in Brazil. In 2009, Ms. Villalobos became a founding partner of the company Villalobos Consultoria. She has 

served as a professor of post-graduate courses in finance at Insper (Institute of Education and Research) since 2016. 

Between 2005 and 2009, she was the Manager of Funds in Latin America, in Chile, managing mutual and institutional 

funds of Larrain Vial AGF. From 1996 to 2002, she was responsible for private equity investments in Brazil, Argentina 

and Chile for Bassini, Playfair & Associates, LLC. In 1989, she was appointed Head of Research of Banco Garantia. 

She graduated with a degree in Public Administration from FGV EAESP (the Escola de Administração de Empresas) 

in 1984 and earned a Master in Finance from the same institution in 2004. In 1994, she became the first person to 

receive the Chartered Financial Analyst (“CFA”) certification in Latin America. As a volunteer, Mrs. Villalobos 

participates in the Board of the CFA Society Brazil, a non-profit association that brings together nearly 1,000 

professionals who hold the CFA certification in Brazil. 

Loyalty Program Co-Branding 

On January 7, 2019, we announced the renewal of our loyalty program agreement with Banco Santander-

Chile, extending our commercial and strategic alliance in Chile for the next seven years. The renewal of the agreement 

will allow us and Banco Santander-Chile to continue developing travel benefits for our respective customers in Chile. 

LATAM PASS, one of our frequent flyer programs, is the exclusive frequent flyer program offered to Banco 

Santander-Chile customers in Chile. LATAM PASS has about 15 million members around the world, of which about 

4 million are located in Chile.  

Sale of Participation in Mas Air 

On November 30, 2018, we announced that we had finalized the sale of our participation in the Mexican 

company Aerotransportes Mas de Carga, S.A. de C.V. ("Mas Air") to a group led by current shareholders of Mas Air. 

As of December 1, 2018, Mas Air became fully independent from us and is no longer a consolidated subsidiary.   

Senior Secured Bridge Facility  

On or about February 4, 2019, Peuco Finance Limited (a finance subsidiary of LATAM Airlines Group S.A.), 

as borrower, LATAM Airlines Group S.A. and Tam Linhas Aereas S.A., as guarantors, and Tam S.A., as a guarantor 

and a pledgor, intend to enter into the definitive documentation for a $290,000,000 senior secured bridge facility with 

an affiliate of Goldman Sachs & Co. LLC, an initial purchaser in this offering, as administrative agent, and, among 

other lenders party thereto, an affiliate of Deutsche Bank Securities, Inc., an initial purchaser in this offering, as joint 

lead arrangers and joint bookrunners. 

Pursuant to the terms and conditions of the contemplated senior secured bridge facility and except upon an 

acceleration pursuant to the occurrence of an event of default, the loans under the facility mature 364 days after they 

are disbursed. Except upon the occurrence of an event of default or the inability of the administrative agent to ascertain 

LIBOR (as defined below), the loans would be comprised entirely of eurodollar loans, which will bear interest at the 

adjusted London interbank offered rate ("LIBOR") plus the applicable margin. Adjusted LIBOR means the rate per 

annum obtained by dividing LIBOR, as determined by the administrative agent, by an amount equal to one minus the 

statutory reserve rate. The applicable margin ranges from 2.35% per annum in the first three months after funding of 

the loans to 3.85% per annum in the last three months prior to maturity.  

The use of proceeds of the loans under the facility shall be exclusively to fund the public tender offer for the 

acquisition of the common shares of Multiplus and for the cancellation of registration of Multiplus as a publicly held 

company, its related delisting from B3 S.A.'s Novo Mercado listing segment and for the payment of transaction costs, 

fees and expenses incurred in connection with the tender offer and the senior secured bridge facility.  
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The above description is a summary of certain key terms of the contemplated bridge facility and is not 

intended to be a complete description. Certain terms or conditions of the senior secured bridge facility may change 

between now and the execution of the definitive documentation for the facility (including certain terms and conditions 

described herein). Additionally, no assurances can be given that we and the parties described above will enter into the 

definitive documentation for the senior secured bridge facility. In the event that we do not enter into the definitive 

documentation for the senior secured bridge facility, or in the event that we do not do so on the timeline described 

above, we may need to secure alternative sources of funding for the acquisition of the common shares of Multiplus 

and other related transactions. There can be no assurances that we will be able to secure such alternative funding. 
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The Offering 

This summary highlights information presented in detail elsewhere in this offering memorandum. This summary 

is not complete and does not contain all the information that you should consider before investing in the notes. You 

should carefully read this entire offering memorandum before investing in the notes, including “Description of the 

Notes.” 

Issuer .....................................................................  LATAM Finance Limited.  

Guarantor ...............................................................  LATAM Airlines Group S.A. 

Notes Offered ........................................................  U.S.$600,000,000 aggregate principal amount of 7.000% 

Senior Notes due 2026.  

Maturity Date ........................................................  March 1, 2026, unless earlier redeemed in accordance with 

the terms of the notes. See “— Optional Redemption” below. 

Interest ...................................................................  The notes will bear interest at the rate of 7.000% per annum, 

payable semi-annually in arrears on March 1 and September 

1 of each year, beginning on September 1, 2019. 

Issue Price .............................................................  99.309% plus accrued and unpaid interest, if any, from 

February 11, 2019. 

Guarantee ..............................................................  The obligations under the notes will be fully, unconditionally 

and irrevocably guaranteed (the “guarantee”), on a senior 

unsecured basis, by the Guarantor. See “Description of the 

Notes—Guarantee.” 

Ranking .................................................................  The notes and the related guarantee will be direct, senior 

unsecured obligations of the Issuer and Guarantor. The notes 

will rank equally with all the other respective unsubordinated 

unsecured obligations of the Issuer and the guarantee will rank 

equally in right of payment with all existing and future senior 

unsecured obligations of the Guarantor (except those 

obligations preferred by operation of Chilean law, including 

labor and tax claims). The guarantee will effectively be 

subordinated to all of the Guarantor’s existing and future 

secured indebtedness to the extent of the value of the assets 

securing such indebtedness, and will rank senior in right of 

payment to the Guarantor’s future subordinated indebtedness. 

The guarantee will also be structurally subordinated to all 

existing and future debt and other liabilities, including trade 

payables, of the Guarantor’s subsidiaries other than the Issuer. 

As of September 30, 2018, after giving pro forma effect to the 

issuance and sale of the notes and the application of the net 

proceeds from this offering as described under “Use of 

Proceeds,” we would have had approximately U.S.$8.2 

billion aggregate principal amount of indebtedness, including 

approximately U.S.$5.5 billion of indebtedness secured by 

liens on our assets as to which the notes are effectively 

subordinated to the extent of the value of such assets. 
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For the nine month period ended September 30, 2018, our 

Consolidated Affiliates generated approximately U.S.$5.3 

billion, or 73% of our consolidated revenues.  For a list of our 

Consolidated Affiliates, see “Glossary.”  In addition, as of 

September 30, 2018, our Consolidated Affiliates held 35% of 

our consolidated total assets and 33% of our consolidated total 

liabilities, respectively, all of which would have been 

structurally senior to the notes.      

Optional Redemption ............................................  On or after March 1, 2023, the notes will be redeemable, at 

the option of the Issuer, in whole or in part, at the redemption 

prices specified under “Description of the Notes—Optional 

Redemption”, plus accrued and unpaid interest to but 

excluding the redemption date.  Prior to March 1, 2023, the 

notes will be redeemable, at the option of the Issuer, in whole 

or in part, at any time, at a price equal to 100% of the principal 

amount of the notes to be redeemed plus a “make-whole” 

premium, if any, plus accrued and unpaid interest to but 

excluding the redemption date. 

 
In addition, on or prior to March 1, 2022, the Issuer may 

redeem up to 35% of the outstanding aggregate principal 

amount of the notes using the net cash proceeds of one or 

more equity offerings at a redemption price equal to 

107.000% of the aggregate principal amount thereof, plus 

accrued and unpaid interest to but excluding the redemption 

date; provided that: 

• at least 65% of the original aggregate principal 

amount of the notes remains outstanding after each 

such redemption; and 

• such redemption occurs within 90 days after the 

closing of such equity offering. 

 
See “Description of the Notes—Optional Redemption—

Optional Redemption with Proceeds from Equity Offerings.” 

Optional Redemption Upon a Tax Event ..............  The Issuer may, at its option, redeem all, but not less than all, 

of the notes at 100% of the principal amount plus accrued and 

unpaid interest to but excluding the date of redemption and 

any additional amounts due thereon if the laws or regulations 

affecting certain taxes change in certain respects. See 

“Description of the Notes—Optional Redemption—Optional 

Redemption Upon a Tax Event.”   

Additional Amounts ..............................................  All payments (including any premium paid upon redemption 

of the notes) by or on behalf of the Issuer or a successor in 

respect of the notes or the Guarantor or a successor in respect 

of the guarantee, will be made free and clear of, and without 

withholding or deduction for or on account of, any present or 

future taxes, duties, assessments, or other governmental 

charges of whatever nature imposed or levied by or on behalf 

of Chile, the Cayman Islands, or any authority therein or 

thereof or any other jurisdiction in which the Issuer or the 
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Guarantor (or in each case, their successor) is organized or 

doing business or from or through which payments are made 

in respect of the notes or any political subdivision or taxing 

authority thereof or therein (any of the aforementioned being 

a “Taxing Jurisdiction”), unless the Issuer or the Guarantor 

(or their respective successor) is compelled by law to deduct 

or withhold such taxes, duties, assessments, or governmental 

charges.  

In such an event, the Issuer or the Guarantor will pay 

additional amounts as may be necessary to ensure that the net 

amounts receivable by registered holders of notes after such 

withholding or deduction shall equal the respective amounts 

of principal and interest (or other amounts stated to be payable 

under the notes) which would have been receivable in respect 

of the notes in the absence of such withholding or deduction, 

subject to certain exemptions. For a discussion of the tax 

consequences of, and limitations on, the payment of 

additional amounts with respect to any such taxes, see 

“Description of the Notes—Additional Amounts” and 

“Taxation.” 

Change of Control Offer........................................  Upon the occurrence of a change of control that results in a 

ratings decline, you will have the right, as a holder of the 

notes, subject to certain exceptions, to require the Issuer or 

Guarantor to repurchase some or all of your notes at 101% of 

their principal amount, plus accrued and unpaid interest, if 

any, up to, but not including, the date of repurchase. See 

“Description of the Notes—Repurchase of Notes Upon a 

Change of Control.” 

Covenants ..............................................................  The indenture governing the notes will contain covenants that 

restrict our and our subsidiaries’ ability to, among other 

things: 

• enter into transactions with affiliates; and 

• merge or consolidate with another entity or sell, 

convey, transfer or dispose of, or lease all or 

substantially all of our assets as an entirety or 

substantially as an entirety, in one transaction or 

a series of related transactions, to, any person. 

The indenture will also restrict certain non-financing-related 

activities of the Issuer. 

These covenants are subject to a number of important 

limitations and exceptions. See “Description of the Notes—

Covenants.” 

Events of Default ...................................................  For a discussion of certain events of default that will permit 

acceleration of the principal of the notes plus accrued and 

unpaid interest and any other amounts due with respect to the 

notes, see “Description of the Notes—Events of Default.” 
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Use of Proceeds .....................................................  We estimate that the net proceeds from the sale of the notes 

will be approximately U.S.$593.2 million, after deducting the 

initial purchasers’ discount and estimated offering expenses. 

We intend to use the net proceeds for general corporate 

purposes.  See “Use of Proceeds.” 

Book-Entry System; Delivery and Form and 

Denomination of the Notes ............................  

 

The notes will be issued in the form of global notes without 

coupons and registered in the name of a nominee of DTC. The 

notes will be issued in minimum denominations of 

U.S.$200,000 and integral multiples of U.S.$1,000 in excess 

thereof. 

Governing Law ......................................................  The notes, the related guarantee and the indenture will be 

governed by the laws of the State of New York. 

Trustee, Registrar, Paying Agent and Transfer 

Agent ..............................................................  

 

The Bank of New York Mellon. 

Transfer Restrictions .............................................  The notes have not been and will not be registered under the 

Securities Act and are subject to restrictions on transfer and 

resale. See “Transfer Restrictions” and “Plan of Distribution.” 

No Registration Rights ..........................................  The Issuer has no intention or obligation to register the notes 

for resale under the Securities Act or the securities laws of any 

other jurisdiction or to offer to exchange the notes for 

registered notes under the Securities Act or the securities laws 

of any other jurisdiction. 

Further Issuances ...................................................  Subject to the limitations to be included in the indenture, the 

Issuer may, without the consent of the holders, issue 

additional notes under the indenture on the same terms and 

conditions (except as to the date of original issuance or the 

first interest payment date) as the notes being offered pursuant 

to this offering memorandum. 

Risk Factors ...........................................................  Investing in the notes involves substantial risks and 

uncertainties. See “Risk Factors” and other information 

included in this offering memorandum for a discussion of 

factors you should carefully consider before deciding to invest 

in the notes.   
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Summary Financial and Other Operating Information 

The summary consolidated annual financial information set forth below as of December 31, 2017 and 2016 

and for the years ended December 31, 2017, 2016 and 2015 has been derived from our audited consolidated financial 

statements. The summary consolidated interim financial information set forth below as of September 30, 2018 and for 

the periods ended September 30, 2018 and 2017 has been derived from our unaudited interim consolidated financial 

statements. Our audited consolidated financial statements and our unaudited interim consolidated financial statements 

are prepared in accordance with IFRS. 

The information below should be read in conjunction with the footnotes and our audited consolidated 

financial statements for the years ended December 31, 2017, 2016 and 2015 and related notes and our unaudited 

interim consolidated financial statements for the periods ended September 30, 2018 and 2017 and related notes, which 

have been incorporated by reference in this offering memorandum, as well as “Presentation of Financial and Other 

Information” in this offering memorandum and “Item 5. Operating and Financial Review and Prospects” in our Form 

20-F. 

The Company(a)(b)(h)  

Nine months ended 

September 30, Year ended December 31, 

2018 2017 2017 2016 

 

2015 

 (in U.S.$ million, except percentages) 

Statement of income data:      

Revenue:      

Passenger .........................................................................  6,381.7 6,219.9 8,494.5 7,877.7 8,410.6 

Cargo ...............................................................................  874.4 782.4 1,119.4 1,110.6 1,329.4 

Total revenue .................................................................  7,256.1 7,002.3 9613.9 8,988.3 9,740.0 

Cost of sales.....................................................................  (5,883.8) (5,460.0) (7,441.8) (6,967.0) (7,636.7) 

Gross margin..................................................................  1372.3 1,542.3 2,172.1 2,021.3 2,103.3 

Other income(c) ................................................................  323.7 393.9 549.9 538.7 385.8 

Distribution costs .............................................................  (471.7) (540.2) (699.6) (747.4) (783.3) 

Administrative expenses ..................................................  (507.7) (655.1) (938.9) (873.0) (878.0) 

Other expenses ................................................................  (306.7) (296.5) (368.9) (373.7) (324.0) 

Other gains / (losses) .......................................................  39.7 (19.9) (7.8) (72.6) (55.3) 

Financial income .............................................................  34,2 66.6 78.7 75.0 75.1 

Financial costs .................................................................  (268,8) (303.1) (393.3) (416.3) (413.4) 

Exchange rate differences ................................................  (145.6) 48.3 (18.7) 121.7 (467.9) 

Result of indexation units ................................................  0.6 0.2 0.7 0.3 0.5 

Income / (loss) before income taxes ................................  70.1 236.7 374.2 273.9 (357.1) 

Income (loss) tax expense / benefit..................................  (18.8) (107.6) (173.5) (163.2) 178.4 

Net (loss) income for the period ....................................  51.3 129.1 200.7 110.7 (178.7) 

Income / (loss) attributable to owners of the parent .........  33.3 88.1 155.3 69.2 (219.3) 

Income / (loss) attributable to non-controlling interests ..  18.0 41.0 45.4 41.5 40.5 

Net income / (loss) for the period ..................................  51.3 129.1 200.7 110.7 (178.7) 

      

Additional financial data:      

Adjusted EBITDAR(d)(e) ..................................................  1,550.4 1,635.5 2,295.8 2,095.2 1,963.4 

Adjusted EBITDAR margin(d)(f) ......................................  20.5% 22.1% 22.6% 22.0% 19.4% 

EBIT (d)(e) .........................................................................  410.0 444.4 714.6 565.9 503.9 

EBIT margin(d)(f) ..............................................................  5.4% 6.0% 7.0% 5.9% 5.0% 
____________________________ 

(a) For more information on the subsidiaries included in this consolidated financial information, see Note 1 to our audited consolidated financial 

statements incorporated herein by reference. 

(b) The addition of the items may differ from the total amount due to rounding. 
(c) Other income included in this Statement of Income Data is equivalent to the sum of income derived from coalition and loyalty program, 

Multiplus, tours, duty free, aircraft leasing, maintenance, customs and warehousing operations, and other miscellaneous income. For more 

information, see Note 28 to our audited consolidated financial statements incorporated herein by reference. 
(d) We believe that Adjusted EBITDAR, Adjusted EBITDAR margin, EBIT and EBIT margin provide useful supplemental measures to examine 

the underlying performance of the business. We provide information regarding EBITDAR in press releases containing our quarterly and 

annual earnings reports that is calculated on a basis that is different from the calculation of Adjusted EBITDAR used in this offering 
memorandum. The differences between EBITDAR as presented in our earnings reports for the periods presented in the table below and 

Adjusted EBITDAR as presented below are immaterial. The table below reconciles our Adjusted EBITDAR and EBIT to our net income for 
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the periods presented.  For additional information about Adjusted EBITDAR, Adjusted EBITDAR margin, EBIT and EBIT margin, see 
“Presentation of Financial and Other Information—Non-IFRS Financial Measures.” 

(e) Adjusted EBITDAR consists of net income/(loss) for the period before income taxes and financial costs and financial income, plus 

depreciation and amortization expense, plus aircraft rentals expense, as further adjusted to add back the effect of other gains and losses, and 
to deduct equity accounted earnings, exchange rate differences and the result of indexation units. EBIT consists of our Adjusted EBITDAR 

(as defined above) less depreciation and amortization and aircraft rentals expense. The table below reconciles our Adjusted EBITDAR and 

EBIT to our net income for the periods presented: 

 

Nine months ended 

September 30, Year ended December 31, 

 2018 2017 2017 2016 2015 

 (in U.S.$ million) 

Reconciliation of Adjusted EBITDAR      
Net income / (loss) for the period ...................................  51.3 129,1 200.7 110.7 (178,7) 

(+) Financial costs ..........................................................  268.8 303.1 393.3 416.3 413.4 

(-) Financial income ........................................................  (34.2) (66.7) (78.7) (75.0)  (75.1) 

(-) Income tax recovery / (expense) ............................. . 18.8 107.6 173.5 163.2  (178.4) 

 304.7 473.1 688.8 615.3  (18.8) 

(+) Depreciation and amortization ..................................  734.2 748.0 1,001.6 960.3 934.4 

 1,038.9 1,221.0 1,690.4 1,575.6 915.6 

(+) Aircraft rentals expense ............................................  406.2 443.1 579.6 569.0 525.1 

 1,445.1 1,664.1 2,270.0 2,144.6 1,440.7 

(-) Other gains / (losses) ..................................................  (39.7) 20.0 7.8 72.6 55.3 
(-) Exchange rate differences ..........................................  145.6 (48.3) 18.7 (121.7) 467.9 

(-) Result of indexation units ..........................................  (0.6) (0.2) (0.7) (0.3) (0.5) 

Adjusted EBITDAR ......................................................  1,550.4 1,635.5 2,295.8 2,095.2 1,963.4 

(-) Depreciation and amortization ...................................  734.2 748.0 1,001.6 960.3 934.4 

(-) Aircraft rentals expense..............................................  406.2 443.1 579.6 569.0 525.1 

EBIT...............................................................................  410.0 444.4 714.6 565.9 503.9 

 
(f) Adjusted EBITDAR margin is calculated as Adjusted EBITDAR divided by “total revenues,” which is the sum of our passenger revenues, 

cargo revenues and other income, as shown in the table below:  

 

Nine months ended 

September 30, Year ended December 31, 

 2018 2017 2017  2016 2015 

 (in U.S.$ million, except percentages) 
      

Adjusted EBITDAR ...................................................  1,550.4 1,635.5 2,295.8 2,095.2 1,963.4 

Passenger .....................................................................  6,381.7 6,219.9 8,498.5 7,877.7 8,410.6 

Cargo ............................................................................  874.4 782.4 1,119.4 1,110.6 1,329.4 

Other income ................................................................  323.7 393.9 549.9 538.7 385.8 

Total operating revenue .............................................  7,579.9 7,396.2 10,163.8 9,527.1 10,125.8 

Adjusted EBITDAR margin ......................................  20.5% 22.1% 22.6% 22.0% 19.4% 

(g) EBIT margin is calculated by dividing EBIT by the sum of our passenger revenues, cargo revenues and other income, as shown in the table 

below:  

 

Nine months ended 

September 30, Year ended December 31, 

 2018 2017 2017  2016 2015 

 (in U.S.$ million, except percentages) 
      

EBIT ............................................................................  410.0 444.4 714.6 565.9 503.9 

Passenger .....................................................................  6,381.7 6,219.9 8,498.5 7,877.7 8,410.6 

Cargo ............................................................................  874.4 782.4 1,119.4 1,110.6 1,329.4 

Other income ................................................................  323.7 393.9 549.9 538.7 385.8 

Total operating revenue .............................................  7,579.9 7,396.2 10,163.8 9,527.1 10,125.8 

EBIT margin ...............................................................  5.4% 6.0% 7.0% 5.9% 5.0% 
 

(h) Certain classification changes were made for the period ended September 30, 2018 because of the adoption of IFRS 15 “Revenues from contracts with 

customers. See “Adoption of IFRS 15” below and Note 2 to our unaudited financial statements.   
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As of 

September 30, As of December 31, 

The Company 2018 2017 2016 2015 

 (in U.S.$ million) 

Statement of financial position data:     

Cash and cash equivalents ...................................................  686.4 1,142.0 949.3 753.5 
Other current assets in operation .........................................  2,331.1 2,312.4 2,340.3 2,067.4 

Non-current assets (or disposal groups) classified as held 

for sale or as distribution to owners ...............................  33.8 291.1 337.2 2.0 

Total current assets ...........................................................  3,051.3 3,745.5 3,626.8 2,822.9 

Property, plant and equipment .............................................  9,902.0 10,065.3 10,498.1 10,938.7 

Other non-current assets ......................................................  4,247.6 4,987.1 5,073.3 4,339.8 

Total non-current assets ...................................................  14,149.6 15,052.4 15,571.4 15,278.5 

Total assets .........................................................................  17,200.9 18,798.0 19,198.2 18,101.4 

Total current liabilities ........................................................  5,654.3 5,842.7 6,222.2 5,641.0 

Total non-current liabilities .................................................  7,962.4 8,688.0 8,790.7 9,522.9 

Total liabilities ...................................................................  13,616.6 14,530.7 15,012.9 15,163.9 

Issued capital .......................................................................  3,146.3 3,146.3 3,149.6 2,545.7 
Net equity attributable to Company’s equity holders ..........  3,517.8 4,176.1 4,096.7 2,856.5 

Non-controlling interest ......................................................  66.5 91.1 88.6 81.0 

Total equity ........................................................................  3,584.3 4,267.2 4,185.3 2,937.5 

Total liabilities and equity ................................................  17,200.9 18,798.0 19,198.2 18,101.4 

 

Adoption of IFRS 15 

We adopted IFRS 15 on January 1, 2018. The effects of changes recognized in the application of IFRS 15 

for the nine-month period ended September 30, 2018 in the consolidated income statement are presented below. See 

Note 2 of the interim financial statements for a complete disclosure of the adoption effects of IFRS 15. 

  For the nine months ended September 30, 2018 

   Adjustments for reconciliation  

 

Results under 

IFRS 15 Contract costs 

Deferred 

revenues 

recognition 

Reclassification

s 

Results under 

IAS 18 

Reconciliation Revenue: 

(in U.S. $ thousands) 

(Unaudited) 

Revenue .........................................................  7,220,295 – 25,876 15,621 7,261,792 

Cost of sales ...................................................  (5,879,840) – (24,811) – (5,904,651) 

Gross margin ................................................  1,340,455 – 1,065 15,621 1,357,141 

Other income .................................................  323,727 – – 39,090 362,817 
Distribution costs ...........................................  (471,151) 1,737 – (13,481) (482,985) 

Administrative expenses ................................  (495,659) 4,057 – (41,230) (532,832) 

Other expenses ...............................................  (306,721) – – – (306,721) 

Other gains/(losses) ........................................  39,719 – – – 39,719 

Income from operation activities ................  430,370 5,794 1,065 – 437,229 

Financial income ............................................  34,227 – – – 34,227 
Financial costs................................................  (268,779) – – – (268,779) 

Foreign exchange gains/(losses) .....................  (145,593) – – – (145,593) 

Result of indexation units ...............................  555 – – – 555 

Income (loss) before taxes..............................  50,780 5,794 1,065 – 57,639 
Income (loss) tax expense/benefit ..................  (16,612) (1,654) 600 – (17,666) 

Net income (loss) for the year ......................  34,168 4,140 1,665 – 39,973 

Income (loss) attributable to of the parent ......  16,180 4,140 1,665 – 21,985 

Income (loss) attributable to non-controlling 

interest ...........................................................  17,988 – – – 17,988 

Net income (loss) for the year ......................  34,168 4,140 1,665 – 39,973 
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Debt Maturity Profile 

 The following table represents the Company’s secured and unsecured debt obligations through the year 

ending December 31, 2028.  The information below does not include pre-delivery payments or short-term rolling debt. 

 4Q 

2018 2019 2020 2021 2022 2023 2024 2025 2026 2027 2028 

 (in U.S. $ millions) 

Secured ............  283 903 1,000 947 646 525 351 207 141 331 33 

Unsecured ........  13 38 518 69 180 0 700 0 0 0 180 

Total ................  297 941 1,517 1,016 826 525 1,051 207 141 331 213 

 

Management’s Discussion and Analysis of Financial Condition and Results of Operations as of and for the 

Nine-Month Period Ended September 30, 2018  

Net Income 

For the nine months ended September 30, 2018, we recorded net income of U.S.$51.3 million, of which 

U.S.$33.3 million is attributable to owners of the parent, which represents a respective decrease in net income of 

U.S.$77.8 million and income attributable to owners of the parent of U.S.$54.8 million compared to U.S.$129.1 

million of net income and U.S.$88.1 million of income attributable to owners of the parent, respectively, for the same 

period of the prior year. Our net income for the nine months ended September 30, 2018 was impacted by a foreign 

exchange loss of U.S.$145.6 million, compared to a U.S.$48.3 million gain recorded in the nine months ended 

September 30, 2017. 

Revenue 

 For the nine months ended September 30, 2018, revenue rose 3.6% by comparison to the same period of the 

prior, reaching U.S.$7,256.1 million. This was due to an increase of 2.6% in passenger revenue and of 11.8% in cargo 

revenue. The impact of the Brazilian real depreciation was U.S.$265 million in revenue. 

 For the nine months ended September 30, 2018, passenger revenue amounted to U.S.$6,381.7 million, a 2.6% 

increase compared to the U.S.$6,219.9 million in passenger revenue recorded in the same period of the prior year. 

This growth was mainly due to a 4.5% rise in ASK, as unit revenues (“RASK”) fell 1.8% for the nine months ended 

September 30, 2018 on lower load factors ((1.6)% to 83.1%) when compared to the same period of the prior year. 

Moreover, yields declined 0.1% for the nine months ended September 30, 2018 compared to the same period of the 

prior year, mainly impacted by a slowed-down macroeconomic environment in South America, together with volatility 

and depreciation on the local currencies (particularly the Brazilian real and the Argentinian peso).  

For the nine months ended September 30, 2018, cargo revenue reached U.S.$874.4 million, 11.8% higher 

than the cargo revenue recorded in the same period of the prior year. This increase is best explained by a 4.6% increase 

in yields and a 6.9% rise in traffic (measured by RTK) for the nine months ended September 30, 2018 compared to 

the same period of the prior year. We believe this growth in yields is a sign of recovery in the global cargo environment 

that is partially offset by the negative impact of the Brazilian real depreciation in the revenues of the domestic market 

in Brazil. Furthermore, capacity (measured by ATK) rose 5.4% for the nine months ended September 30, 2018 

compared to the same period of the prior year.   

Cost of Sales 

For the nine months ended September 30, 2018, our cost of sales rose 7.8% to U.S.$5,883.8 million. The 

following table presents the breakdown by item, followed by the corresponding explanations below: 

 Nine months ended September 30, 

 2018 

 

2017 2018 

 

2017 

2018/2017 

% change 

 (in U.S.$ million) (as a percentage of revenue)  

Revenue .......................................................................................  7,256.1 7,002.3 100.0% 100.0% 3.6% 

Cost of sales .................................................................................  (5,883.8) (5,460.0) (81.1)% (80.0)% 7.8% 

Aircraft fuel ..................................................................................  (2,150.7) (1,667.9) (29.6)% (23.8)% 28.9% 

Wages and benefits .......................................................................  (1,093.1) (1,151.3) (15.1)% (16.4)% (5.1)% 
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 Nine months ended September 30, 

 2018 

 

2017 2018 

 

2017 

2018/2017 

% change 

Other rentals and landing fees ......................................................  (906.1) (857.7) (12.5)% (12.2)% 5.6% 

Depreciation and amortization ......................................................  (734.2) (747.9) (10.1)% (10.7)% (1.8)% 

Aircraft rentals expense ................................................................  (406.2) (443.1) (5.6)% (6.3)% (8.3)% 
Aircraft maintenance expense.......................................................  (299.5) (313.6) (4.1)% (4.5)% (4.5)% 

Passenger services expense ..........................................................  (224.8) (206.0) (3.1)% (2.9)% 9.1% 

Other cost of sales ........................................................................  (69.2) (72.5) (1.0)% (1.0)% (4.6)% 

 

Aircraft fuel expense rose 28.9% year-over-year to U.S.$2,150.7 million. This increase is best explained by 

the 27.4% increase in fuel prices (ex-hedge), as well as higher average fuel consumption of 3.8%. On the other hand, 

during the nine months ended September 30, 2018, we recorded a U.S.$29.2 million gain from fuel hedges compared 

to a U.S.$1.9 million loss recorded during the same period of the prior year and a gain of U.S.$13.9 million from 

currency hedging compared to the same period of the prior year.   

Wages and benefits expense fell by U.S.$58.2 million year-over-year to U.S.$1,093.1 million mainly due to 

the depreciation of the Brazilian real (by 13.5%) and the Argentinian peso (by 52.3%). Moreover, the average payroll 

for the period declined by 3.8% year-over-year, mainly as a result of the cost control initiatives that we carried out.   

Other rentals and landing fees increased by U.S.$48.4 million year-over-year, mainly due to the higher costs 

related to landing fees and higher tariffs as a result of inflation. In addition, this item was also impacted by a higher 

ground handling operation and costs as a consequence of the sale of Andes Airport Services.  

Depreciation and amortization declined by U.S.$13.7 million year-over-year to U.S.$734.2 million, mainly 

explained by the depreciation of the Brazilian real and the exit of five aircraft from the Airbus A320 family, two 

Airbus A330 and one Boeing 767. The latter was partially offset by the addition of five aircraft from the A320 family 

and one Airbus A350 to our fleet.  

Aircraft rentals expense fell by U.S.$36.9 million (or 8.3%) year-over-year from U.S.$443.1 million for the 

nine months ended September 30, 2017 to U.S.$406.2 million for the nine months ended September 30, 2018. This 

decrease is mainly explained by the exit of five aircraft from the Airbus A320 family and one Boeing 767. The latter 

was partially offset by the addition of four aircraft Airbus from the A320 family and one Airbus A350.  

Aircraft maintenance expense fell 4.5% year-over-year by recording U.S.$14.1 million in lower costs. This 

variation is mainly explained by lower redelivery costs, the depreciation of the Brazilian real, and efficiencies from 

the fleet renewal.  

Passenger service expense rose 9.1% year-over-year by recording U.S.$18.8 million in higher costs, which 

is primarily explained by an increase in the number of passengers carried, and a higher cost attributable to passenger 

compensation as a result of the strike by crew members in Chile and the national stoppage by truck drivers in Brazil 

during the second quarter of 2018.   

Other Consolidated Results 

For the nine months ended September 30, 2018, other income decreased by U.S.$70.2 million compared to 

the same period of the prior year, mainly as a result of implementing the IFRS 15 accounting standard in 2018 (see 

notes to our consolidated unaudited interim financial statements for disclosure relating to the effects of the adoption 

of IFRS 15), the impact of the Brazilian real depreciation in the revenues of the frequent flier program in Brazil and 

lower revenues from subleasing. These effects were partially offset by higher revenues from ground handling services. 

For the nine months ended September 30, 2018, distribution costs decreased by U.S.$68.5 million to 

U.S.$471.7 million compared to the same period of the prior year, mainly as a result of lower commissions to agents 

(which decreased by 19.4%, from U.S.$202.3 million to U.S.$163.2 million). 

For the nine months ended September 30, 2018, administrative expenses decreased by U.S.$147.4 million to 

U.S.$507.7 million compared to the same period of the prior year, mainly due to the depreciation of the Brazilian real 

(by 13.5%) and the Argentinian peso (by 52.3%), as well as salaries and wages (7.9% lower than salaries and wages 

for the nine months ended September 30, 2017).  
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For the nine months ended September 30, 2018, interest income was U.S.$34.2 million, a decrease of 

U.S.$32.5 million compared to the U.S.$66.7 million recorded in the same period of the prior year, mainly due to the 

decrease of interest rates in Brazil. 

For the nine months ended September 30, 2018, interest expense fell 11.3% to U.S.$268.8 million compared 

to U.S.$303.1 million recorded in the same period of the prior year. This decrease is mainly explained by the 

redemption of our 8.375% senior unsecured notes due 2021 in July of 2017. 

For the nine months ended September 30, 2018, foreign exchange losses amounted to U.S.$145.6 million 

compared to a foreign exchange gain of U.S.$48.3 million recorded in the same period of the prior year, mainly 

explained by losses recorded by TAM as a result of the depreciation of the Brazilian real during the first half of 2018. 

For the nine months ended September 30, 2018, income tax expense amounted to U.S.$18.8 million 

compared to an income tax expense of U.S.$107.6 million for the same period of the prior year. This increase is 

explained mainly by lower pre-tax results for the nine months ended September 30, 2018 (U.S.$70.1 million gain) 

compared with the same period of the prior year (U.S.$236.7 million gain), as well as lower deferred tax expenses. 

IFRS/Non-IFRS Reconciliation 

We use “Cost per ASK” and “Cost per ASK excluding fuel price variations” in analyzing operating expenses 

on a per unit basis. “ASKs” (available seat kilometres) measure the number of seats of capacity available for the 

transportation of passengers multiplied by the kilometers flown. To obtain our unit costs, which are used by our 

management in the analysis of our results, we divide our total operating expenses by our total ASKs. The cost 

component is further adjusted to obtain “costs per ASK excluding fuel price variations,” in order to remove the impact 

of changes in fuel prices for the year. “Cost per ASK” and “Cost per ASK excluding fuel price variations” do not have 

a standardized meaning, and as such may not be comparable to similarly titled measures provided by other companies. 

These metrics should not be considered in isolation or as a substitute for operating expenses or as indicators of 

performance or cash flows or as a measure of liquidity. 

 

Nine months ended 

September 30, 

Three months ended 

September 30, Year ended December 31, 

 2018 2017 2018 2017 2017 2016 2015 

Cost per ASK       

Operating expenses (U.S.$ million) .........  7,169.9 6,951.7 2,317.0 2,401.0 9,449.3 8,959.2 9,611.9 

Divided by ASK (million) .......................  106,024.9 101,471.6 37,164.1 35,091.9 136,398.4 134,967.7 134,167.1 
= Cost per ASK (U.S.$ cents) ..................  6.76 6.85 6.23 6.84 6.93 6.64  7.16 

       

Cost per ASK excluding fuel price 

variations 
   

   

Operating expenses (U.S.$ million) .........  7,169.9 6,951.7 2,317.0 2,401.0 9,449.3 8,959.2 9,611.9 

– Aircraft fuel (U.S.$ million) .................  2,150.7 1,667.9 747.3 562.2 2,318.8 2,056.6 2,651.1 
Divided by ASK (million) .......................  106,024.9 101,471.6 37,164.1 35,091.9 136,398.4 134,967.7 134,167.1 

= Cost per ASK excluding fuel price 

variations (U.S.$ cents) ...........................  

 

4.73 

 

5.21 

 

4.22 

 

5.24 5.23 5.11 5.19 
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RISK FACTORS 

Investing in the notes involves a high degree of risk. Before investing in the notes, you should read and 

consider carefully the matters described below and under “Item 3. Key Information—D. Risk Factors” of our Form 

20-F, which information is incorporated by reference in this offering memorandum, and the additional risks and other 

information incorporated by reference herein. 

Risks Related to the Notes Offering 

Our substantial indebtedness and other obligations could impair our financial flexibility, competitive position and 

financial condition and could prevent us from fulfilling our obligations under the notes and the guarantee.  

On the date of issuance of the notes, no subsidiary of the Guarantor will guarantee the notes. A substantial 

portion of the operations of the Guarantor are conducted through its subsidiaries, and therefore the Guarantor depends 

on the cash flow of its subsidiaries to meets its obligations, including its obligations under the notes. We have a 

substantial amount of indebtedness and other obligations. As of September 30, 2018, after giving pro forma effect to 

the issuance and sale of the notes and the application of the net proceeds as described under “Use of Proceeds,” we 

would have had approximately U.S.$8.2 billion aggregate principal amount of indebtedness, including approximately 

U.S.$5.5 billion of indebtedness secured by liens on our assets as to which the notes are effectively subordinated to 

the extent of the value of such assets. We are permitted by the terms of our other indebtedness to incur substantial 

additional indebtedness and other obligations, or to refinance our obligations on commercially reasonable terms, which 

could have a material adverse effect on our business, financial condition and results of operations.  

Our substantial indebtedness and other obligations could have other important consequences for investors in 

the notes. For example, they:  

• may make it more difficult for the Issuer and the Guarantor to satisfy their obligations under their 

indebtedness, including the notes;  

• may limit our ability to obtain additional funding for working capital, capital expenditures, 

acquisitions, investments, integration costs and general corporate purposes, and adversely affect the 

terms on which such funding can be obtained; 

• require us to dedicate a substantial portion of our cash flow from operations to payments on our 

indebtedness and other obligations, thereby reducing the funds available for other purposes; 

• make us more vulnerable to economic downturns, industry conditions and catastrophic external 

events; and 

• limit our ability to respond to business opportunities and to withstand operating risks that are 

customary in the industry.  

Any of the above listed factors could materially affect our business, financial condition and results of 

operations.  

Holders of the notes must depend on us to provide the Issuer with sufficient funds to make payments on the notes 

when due. 

The Issuer, a wholly-owned Cayman Islands subsidiary of LATAM Airlines Group S.A., has no operations 

of its own, other than issuing and making payments on the notes.  The Issuer makes payments on the outstanding 

amount of its 6.875% Senior Notes due 2024, although the Issuer may, in the future, issue other senior unsecured 

loans and financing. Accordingly, the ability of the Issuer to pay principal, interest and other amounts due on the notes 

and other loans and financing will depend upon our financial condition and results of operations. In the event of an 

adverse change in our financial condition or results of operations, the Issuer may not have sufficient funds to repay all 

amounts due on or with respect to the notes. 

The guarantee may not be enforceable if revoked as part of a reorganization or liquidation proceeding. 
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The guarantee may not be enforceable under Chilean law.  While Chilean law does not prohibit the granting 

of guarantees, in the event that we were to become subject to a reorganization or liquidation proceeding, our guarantee, 

if granted up to two years before the declaration of bankruptcy, may be revoked, based upon our being deemed not to 

have received fair consideration in exchange for the guarantee.  

The notes and the guarantee will be structurally subordinated to the indebtedness and other obligations of the 

Guarantor’s subsidiaries. 

The notes will be structurally subordinated to any indebtedness and other liabilities and commitments of the 

Guarantor’s subsidiaries other than the Issuer. As of September 30, 2018, the Guarantor’s Consolidated Affiliates held 

approximately U.S.$6.0 billion or 35% of our consolidated total assets and U.S.$4.5 billion or 33% of our consolidated 

total liabilities, respectively, all of which would have been structurally senior to the notes. The guarantee will also be 

structurally subordinated to all existing and future debt and other liabilities, including trade payables, of the 

Guarantor’s subsidiaries and the Issuer. In addition, the notes will be effectively subordinated to the Guarantor’s 

obligations pursuant to its subsidiaries’ credit card receivables securitizations. Any right we have to receive assets of 

any of our subsidiaries upon the subsidiary’s liquidation or reorganization (and the consequent right of the holders of 

the notes to participate in those assets) will be effectively subordinated to the claims of that subsidiary’s creditors, 

except to the extent that we are recognized as a creditor of the subsidiary, in which case our claims would still be 

subordinated in right of payment to any security in the assets of the subsidiary and any indebtedness of the subsidiary 

senior to that which we hold.   

We may incur additional secured indebtedness or indebtedness ranking equally to the notes. 

The indenture governing the notes will permit the Guarantor to issue additional debt that ranks on an equal 

and ratable basis with the notes. If the Guarantor incurs any additional debt that ranks on an equal and ratable basis 

with the notes, the holders of that debt will be entitled to share ratably with the holders of the notes in any proceeds 

distributed in connection with an insolvency, liquidation, reorganization, dissolution or other winding-up of the 

Guarantor, subject to satisfaction of certain debt limitations. This may have the effect of reducing the amount of 

proceeds paid to you. The Guarantor also has the ability to incur secured debt and such debt would be effectively 

senior to the notes to the extent of the value of the collateral securing such debt (including indebtedness relating to the 

Guarantor’s or its affiliates’ credit card receivables securitizations). 

The obligations under the notes will be subordinated to certain statutory liabilities. 

Under Cayman Islands and Chilean bankruptcy law, the Issuer’s and the Guarantor’s obligations under the 

notes are subordinated to certain statutory preferences. In the event of liquidation, statutory preferences, including 

claims for salaries, wages, secured obligations, social security, taxes and court fees and expenses, will have preference 

over any other claims, including claims by any holder in respect of the notes. 

Insolvency laws in the Cayman Islands and in Chile may preclude holders of notes from recovering payments due 

on the notes.  

The Issuer and the Guarantor are incorporated and organized under the laws of the Cayman Islands and Chile, 

respectively, and the Guarantor’s principal place of business (domicilio social) is in Santiago, Chile. As a result, any 

future insolvency proceedings in respect of the Issuer or the Guarantor may be initiated in the Cayman Islands or 

Chile, respectively. Cayman Islands and Chilean insolvency laws may limit the ability of holders to enforce their 

rights under and recover payments due on the notes. In addition, the legal framework that regulates insolvency 

proceedings in Chile was amended with the approval of a new Bankruptcy Act, which became effective on October 

9, 2014. It may be difficult for holders of notes to predict the impact of this law on any future insolvency proceeding 

as result of its limited history.   

There are no financial covenants in the notes or the indenture. 

Neither the notes nor the indenture will contain any restrictions on the Issuer or the Guarantor’s ability to 

incur additional debt or liabilities, including additional senior debt. If we incur additional debt or liabilities, our ability 

to pay our obligations on the notes could be adversely affected. Furthermore, defaults under any such additional debt 

or liabilities may not result in an event of default under the indenture, and a failure to pay interest on our other debt 
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will not trigger an event of default under the indenture. We expect that we will, from time to time, incur additional 

debt and other liabilities. In addition, neither the notes nor the indenture will contain any restrictions on our ability to 

create liens on our assets, pay dividends or issue or repurchase securities under the indenture.  

The Issuer and the Guarantor may not be able to finance a change of control offer required by the indenture 

governing the notes.  

Upon a Change of Control Event, as defined under the indenture governing the notes, you will have the right 

to require the Issuer and the Guarantor to offer to purchase all of the notes then outstanding at a price equal to 101% 

of the principal amount of the notes, plus accrued interest up to, but not including, the date of repurchase. The Issuer 

and the Guarantor cannot assure you that they would be able to obtain sufficient funds to pay the purchase price of the 

outstanding notes in these circumstances. The Issuer’s or the Guarantor’s failure to offer to purchase all outstanding 

notes or to purchase all notes validly tendered and not withdrawn would be an event of default under the indenture. 

Such an event of default may cause the acceleration of the Guarantor’s other debt. The Issuer’s and the Guarantor’s 

future debt also may contain restrictions on repayment requirements with respect to specified events or transactions 

that constitute a Change of Control Event under the indenture.  

The notes are subject to transfer restrictions and are a new issue of securities for which there is currently no public 

market. You may be unable to sell your notes if a trading market for the notes does not develop. 

The notes have not been and will not be registered under the Securities Act, the Chilean Securities Markets 

Law or the securities law of any other jurisdiction and may not be offered or sold within the United States or to, or for 

the account or benefit of, U.S. persons or within Chile or to Chilean residents except pursuant to an exemption from, 

or in a transaction not subject to, the registration requirements of the Securities Act and applicable state securities laws 

and the Chilean Securities Markets Laws, as applicable. Such exemptions include, in the case of the United States, 

offers and sales that occur outside the United States in compliance with Regulation S and in accordance with any 

applicable securities laws of any other jurisdiction and sales to qualified institutional buyers in reliance on Rule 144A 

under the Securities Act, and, in the case of Chile, compliance with CMF Rule 336. See “Notice to Investors in Chile.”  

For a discussion of certain restrictions on resale and transfer, see “Plan of Distribution” and “Transfer Restrictions.”  

Consequently, a holder of notes and an owner of beneficial interests in those notes must be able to bear the economic 

risk of their investment in the notes for the term of the notes.   

In addition, the notes will constitute a new issue of securities with no established trading market. If a trading 

market for the notes does not develop or is not maintained, holders of the notes may experience difficulty in reselling 

the notes or may be unable to sell them at all. The notes will not be listed on any securities exchange. Currently, there 

is no market for the notes. 

Even if a market develops, the liquidity of any market for the notes will depend on the number of holders of 

the notes, the interest of securities dealers in making a market in the notes and other factors; therefore, a market for 

the notes may develop though it may not be liquid. If an active trading market does not develop, the market price and 

liquidity of the notes may be adversely affected. If the notes are traded, they may trade at a discount from their initial 

offering price depending upon prevailing interest rates, the market for similar securities, general economic conditions, 

our performance and business prospects and other factors. 

Changes in our credit ratings issued by nationally recognized statistical rating organizations could adversely affect 

our cost of financing and the market price of the notes. 

Credit rating agencies rate our debt securities on factors that include our operating results, actions that we 

take, their view of the general outlook for our industry and their view of the general outlook for the economy. Actions 

taken by the rating agencies can include maintaining, upgrading or downgrading the current rating or placing us on a 

watch list for possible future downgrading. Downgrading the credit rating of our debt securities or placing us on a 

watch list for possible future downgrading would likely increase our cost of financing, including resulting in an 

increase to the interest rate applicable to borrowings under credit facilities entered into by us, limit our access to the 

capital markets and have an adverse effect on the market price of the notes. There can be no assurance that the rating 

agencies will maintain our current ratings or outlooks and any such changes may have a material adverse effect on us. 
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We cannot assure you that the credit ratings for the notes will not be lowered, suspended or withdrawn by the rating 

agencies. 

The credit ratings of the notes may change after issuance. Such ratings are limited in scope, and do not address 

all material risks relating to an investment in the notes, but rather reflect only the views of the rating agencies at the 

time the ratings are issued. An explanation of the significance of such ratings may be obtained from the rating agencies. 

We cannot assure you that such credit ratings will remain in effect for any given period of time or that such ratings 

will not be lowered, suspended or withdrawn entirely by the rating agencies, if, in the judgment of such rating agencies, 

circumstances so warrant. Any lowering, suspension or withdrawal of such ratings may have an adverse effect on the 

market price and marketability of the notes. 

Changes in certain laws could lead to the redemption of the notes by the Issuer. 

Under the indenture, the notes are redeemable at the Issuer’s option, in whole (but not in part) at any time at 

100% of their principal amount, together with accrued and unpaid interest to but excluding the date fixed for 

redemption if, as a result of changes in the laws or regulations affecting tax laws in the Cayman Islands or Chile or 

any authority therein or thereof or any other jurisdiction in which we are organized, doing business or otherwise 

subject to the power to tax, the Issuer and the Guarantor become obligated to pay additional amounts on the notes. See 

“Description of the Notes—Optional Redemption—Optional Redemption Upon a Tax Event.” 

The Issuer may choose to redeem notes when prevailing interest rates are relatively low. 

The Issuer may choose to redeem the notes from time to time, especially when prevailing interest rates are 

lower than the rate borne by the notes. If prevailing rates are lower at the time of redemption, you would not be able 

to reinvest the redemption proceeds in a comparable security at an effective interest rate as high as the interest rate on 

the notes being redeemed.  

Further regulation might impair the Issuer’s and the Guarantor’s access to U.S. dollars for repayment of the notes. 

While the Issuer and the Guarantor are permitted, as of the date of this offering memorandum, to purchase 

U.S. dollars to make payments of interest and principal on the notes, there is no assurance that they will have 

guaranteed access in the future to the Formal Exchange Market for payment of interest and principal on the notes in 

U.S. dollars. Future Cayman Islands Monetary Authority and Chilean Central Bank regulations or legislative changes 

to the current foreign exchange control regime in the Cayman Islands and Chile could restrict or prevent the Issuer 

and the Guarantor from purchasing U.S. dollars for purposes of making payments under the notes.   

Holders of notes may find it difficult to enforce civil liabilities against the Issuer and the Guarantor, and their 

directors, officers and controlling persons. 

The Issuer is incorporated under the laws of the Cayman Islands. The Guarantor is organized under the laws 

of the Republic of Chile, and its principal place of business (domicilio social) is in Santiago, Chile. Most of their 

directors, officers and controlling persons reside outside of the United States. In addition, all of their assets are located 

outside of the United States. As a result, it may be difficult for holders of notes to effect service of process within the 

United States on such persons or to enforce judgments against them, including in any action based on civil liabilities 

under the U.S. federal securities laws. The Guarantor has been advised by its Chilean counsel that there is doubt as to 

the enforceability against such persons in the Republic of Chile, whether in original actions or in actions to enforce 

judgments of U.S. courts, of liabilities based solely on the U.S. federal securities laws. See “Enforceability of Civil 

Liabilities.” 

In addition, our creditors may hold negotiable instruments or other instruments governed by local law that 

grant rights to attach our assets at the inception of judicial proceedings in the relevant jurisdiction, which attachment 

is likely to result in priorities benefitting those creditors when compared to the rights of holders of the notes. 

The Issuer may be subject to certain regulatory requirements in the Cayman Islands.  

Cayman Islands Anti-Money Laundering Legislation 
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The Issuer is subject to the Anti-Money Laundering Regulations (2018 Revision) of the Cayman Islands 

(together with The Guidance Notes on the Prevention and Detection of Money Laundering and Terrorist Financing in 

the Cayman Islands (or equivalent legislation and guidance, as applicable), and each as amended and revised from 

time to time, “Cayman AML Regulations”).  The Cayman AML Regulations apply to anyone conducting "relevant 

financial business" in or from the Cayman Islands intending to form a business relationship or carry out a one-off 

transaction.  The Cayman AML Regulations require a financial service provider to maintain certain anti-money 

laundering procedures including those for the purposes of verifying the identity and source of funds of an “applicant 

for business”; e.g. an investor, as well as the identity of the beneficial owner/controller of the investor, where 

applicable.  Except in certain circumstances, including where an entity is regulated by a recognised overseas regulatory 

authority and/or listed on a recognised stock exchange in an approved jurisdiction, the Issuer, or its agents will likely 

be required to verify each investor's identity and may be required to verify the source of the payment used by such 

investor in a manner similar to the obligations imposed under the laws of other major financial centres.  Application 

of an identity verification exemption at the time of purchase of the Notes may nevertheless require verification of 

identity prior to payment of proceeds from the Notes. In addition, if any person in the Cayman Islands knows or 

suspects, or has reasonable grounds for knowing or suspecting that another person is engaged in criminal conduct or 

money laundering, or is involved with terrorism or terrorist financing and property, and the information for that 

knowledge or suspicion came to their attention in the course of business in the regulated sector, or other trade, 

profession, business or employment, the person will be required to report such knowledge or suspicion to (i) the 

Financial Reporting Authority of the Cayman Islands (“FRA”), pursuant to the Proceeds of Crime Law (2018 

Revision) of the Cayman Islands (“PCL”), if the disclosure relates to criminal conduct or money laundering, or (ii) a 

police officer of the rank of constable or higher, or the FRA, pursuant to the Terrorism Law (2018 Revision) of the 

Cayman Islands (“Terrorism Law”), if the disclosure relates to involvement with terrorism or terrorist financing and 

property.  If the Issuer were determined by the Cayman Islands authorities to be in violation of the PCL, the Terrorism 

Law or the Cayman AML Regulations, the Issuer could be subject to substantial criminal penalties and/or 

administrative fines.  The Issuer may be subject to similar restrictions in other jurisdictions.  Such a violation could 

materially adversely affect the timing and amount of payments by the Issuer to the holders of the Notes. 

The Cayman Islands Financial Institution Reporting Regime: Automatic Exchange of Financial Account 

Information  

The Cayman Islands has entered into an intergovernmental agreement to improve international tax 

compliance and the exchange of information with the United States (the “US IGA”). The Cayman Islands has also 

signed, along with over 80 other countries, a multilateral competent authority agreement to implement the OECD 

Standard for Automatic Exchange of Financial Account Information – Common Reporting Standard (“CRS” and 

together with the US IGA, “AEOI”).   

Cayman Islands regulations have been issued to give effect to the US IGA and CRS (collectively, the “AEOI 

Regulations”). Pursuant to the AEOI Regulations, the Cayman Islands Tax Information Authority (the “TIA”) has 

published guidance notes on the application of the US IGA and CRS.   

All Cayman Islands “Financial Institutions” (including the Issuer) are required to comply with the 

registration, due diligence and reporting requirements of the AEOI Regulations, unless the Issuer is able to rely on an 

exemption that permits it to be treated as a “Non-Reporting Cayman Islands Financial Institution” (as defined in the 

relevant AEOI Regulations).  The Issuer is relying upon one of the available exemptions in each of the AEOI 

Regulations and therefore qualifies as a “Non-Reporting Financial Institution”.  As such, the Issuer will have no 

obligations under the AEOI Regulations save in relation to CRS where the Issuer will be obliged to notify the Cayman 

Islands Tax Information Authority of (i) its status and classification under CRS (including the relevant exemption it 

is relying upon), and (ii) the details of the individual appointed as principal point of contact and a second individual 

who has the authority to change such principal point of contact, in respect of the Issuer. 

Beneficial Ownership Regime 

The Issuer is a subsidiary of LATAM Airlines Group S.A., a company listed on the New York Stock 

Exchange (which is an “approved exchange”) and, accordingly, does not fall within the scope of the primary 

obligations under Part XVIIA of the Companies Law (the “Beneficial Ownership Regime”).  The Issuer is therefore 

not required to maintain a beneficial ownership register.  The Issuer may, however, be required from time to time to 

provide, on request, certain particulars to other Cayman Islands entities which are within the scope of the Beneficial 
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Ownership Regime and which are therefore required to maintain beneficial ownership registers under the Beneficial 

Ownership Regime.  It is anticipated that such particulars will generally be limited to the identity and certain related 

particulars of (i) any person holding (or controlling through a joint arrangement) a majority of the voting rights in 

respect of the Issuer; (ii) any person who is a member of the Issuer and who has the right to appoint and remove a 

majority of the board of directors of the Issuer; and (iii) any person who has the right to exercise, or actually exercises, 

dominant direct influence or control over the Issuer. 
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USE OF PROCEEDS 

We estimate that the net proceeds from the sale of the notes will be approximately U.S.$593,174,000, after 

deducting the initial purchasers’ discount and estimated offering expenses.  

We intend to use the net proceeds for general corporate purposes. 
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CAPITALIZATION 

The following table sets forth information concerning our cash and cash equivalents, secured debt and 

unsecured financial debt, and total equity (i) as of September 30, 2018 and (ii) as of September 30, 2018 as adjusted 

to give effect to the completion of this offering.   

 

 

As of  

September 30, 2018 

(Unaudited) 

 As Adjusted for this 

Offering 

(Unaudited) (1) 

 
(in millions of U.S.$) 

Cash and cash equivalents ......................................................................  686.4             1,279.6 

               

Total Debt ................................................................................................  7,599.0                  8,192.2  

Secured Debt:               

6.00% Cashflow Secured Notes due 2020 ............................................  219.6 219.6 

Equipment loans and other notes payable, fixed and variable interest 

rates ranging from 2.79% to 6.91%, maturing from 2018 to 2030 ..  4,490.1 

 

4,490.1 
PDP Financing .....................................................................................  160.5 160.5 

Spare Engines Facility ..........................................................................  254.8 254.8 

Vintage Aircraft Refinancing ...............................................................  282.3 282.3 
Other secured debt ...............................................................................  53.4 53.4 

Total Secured Debt  5,460.7 5,460.7 

Unsecured Debt:   

7.000% notes due 2026      ...................................................................  -- 593.2 
7.250% notes due 2020 ........................................................................  506.3 506.3 

6.875% notes due 2024 ........................................................................  720.5 720.5 

5.25% Local Bond due 2022 ................................................................  183.2 183.2 
5.25% Local Bond due 2028 ................................................................  183.5 183.5 

Other unsecured loans ..........................................................................  544.7 544.7 

Total Unsecured Debt ..............................................................................  2,138.4 2,731.6 

   

Total Equity(3) ..........................................................................................  3,584.3 3,584.3 

Total Capitalization(4) ..............................................................................  11,183.2 11,776.5 

  
(1) Reflects adjustments for accrued interest and capitalized costs. 

(2) Reflects the notes issued hereby. 

(3) Total Equity equals parent’s ownership interest and non-controlling interest. 

(4) Total Capitalization equals the sum of Total Debt and Total Equity. 

 

 

Except as described above, there has been no material change in LATAM’s capitalization since September 

30, 2018. 
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THE ISSUER  

The Issuer is a direct, wholly-owned subsidiary of LATAM Airlines Group S.A. and was incorporated in the 

Cayman Islands as an exempted company with limited liability on September 21, 2016 with an unlimited duration.  

The registered office of the Issuer is at the offices of Maples Corporate Services Limited, PO Box 309, Ugland House, 

Grand Cayman, KY1-1104, Cayman Islands, or at such other place within the Cayman Islands as the directors of the 

Issuer may decide.  The Issuer was registered with Company No. 315338 by the Assistant Registrar of Companies of 

the Cayman Islands on September 21, 2016. 

The Issuer is an exempted company that will be limited by the terms of the indenture to certain activities 

incidental or related to financing activities.  See “Description of the Notes—Covenants—Limitations on the Issuer.”  

The Issuer is not required to and has not published financial statements for any period.  The directors of the Issuer are 

also employees and/or officers and/or directors of LATAM Airlines Group S.A. and/or TLA.  As directors of the 

Issuer and subject to general provisions of Cayman Islands law, they act in accordance with our instructions, as we 

are its sole shareholder.  Each of the directors of the Issuer resides in Santiago, Chile. 

The authorized share capital of the Issuer is U.S.$100, divided into 100 shares of a par value of U.S.$1.00 

each, of which 100 shares have been issued as fully paid and is outstanding.  The Issuer does not have any subsidiaries. 

In addition, the Issuer is not a party to any legal proceedings. 

Maples Compliance Services (Cayman) Limited will provide certain services to the Issuer in connection with 

the Issuer's obligations under the Cayman AML Regulations (in such capacity, the “AML Services Provider”) 

pursuant to the terms of an AML Services Agreement to be entered into between the Issuer and the AML Services 

Provider (the “AML Services Agreement”).  Under the terms of the AML Services Agreement, the AML Services 

Provider, either by itself or through an affiliate, will provide the services prescribed under the AML Services 

Agreement until termination of the AML Services Agreement.  In consideration of the foregoing, the AML Services 

Provider will receive various fees payable by the Issuer at rates agreed upon from time to time, plus expenses.  The 

terms of the AML Services Agreement provide that either the Issuer or the AML Services Provider may terminate 

such agreement upon the occurrence of certain stated events, including any breach by the other party of its obligations 

under such agreement.  In addition, the AML Services Agreement provides that either party shall be entitled to 

terminate such agreement by giving at least one month's notice in writing to the other party. 

The AML Services Provider will be subject to the overview of the Issuer's Board of Directors.  

The principal office of the AML Services Provider is PO Box 1093, Boundary Hall, Cricket Square, Grand 

Cayman, KY1-1102, Cayman Islands. 
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DESCRIPTION OF CERTAIN INDEBTEDNESS 

The following is a summary of certain key terms of the instruments evidencing certain of our other 

indebtedness. This summary is not intended to be a complete description. 

7.250% Senior Notes due 2020 

On June 9, 2015, LATAM Airlines Group S.A. issued U.S.$500,000,000 of its 7.250% Senior Notes due 

2020 (the “2020 Notes”). The 2020 Notes were issued pursuant to an indenture, dated June 9, 2015 between LATAM 

Airlines Group S.A. and The Bank of New York Mellon, as trustee. A portion of the 2020 Notes was exchanged for a 

portion of TAM Capital 2 Inc.’s 9.50% Senior Guaranteed Notes due 2020 (the “TAM 2020 Notes”), which had been 

purchased by Citigroup Global Markets Inc. pursuant to a tender offer. The remaining proceeds from the offering of 

the 2020 Notes were used to redeem any TAM 2020 Notes that were not tendered pursuant to the tender offer and for 

general corporate purposes. All of the outstanding TAM 2020 Notes were repurchased or redeemed pursuant to this 

transaction. Interest on the 2020 Notes is payable semiannually in arrears on June 9 and December 9 of each year, and 

the 2020 Notes will mature on June 9, 2020. 

The 2020 Notes may be redeemed, in whole or in part, at the option of LATAM Airlines Group S.A. under 

certain circumstances. The 2020 Notes may be redeemed at any time at a price equal to 100% of the principal amount 

of the 2020 Notes plus a “make-whole” premium, if any, plus accrued and unpaid interest and additional amounts, if 

any, to but excluding the redemption date. Prior to June 9, 2018, LATAM Airlines Group S.A. may redeem up to 35% 

of the outstanding aggregate principal amount of the 2020 Notes using the net cash proceeds of one or more equity 

offerings at a redemption price equal to 107.250% of the aggregate principal amount thereof, plus accrued and unpaid 

interest, if any, to but excluding the redemption date, subject to certain conditions. 

In addition, if LATAM Airlines Group S.A. experiences a specific kind of change of control, an offer to 

repurchase some or all of the 2020 Notes must be made, at a price equal to 101% of the principal amount of the 2020 

Notes to be repurchased, plus accrued and unpaid interest, if any, on the repurchase date. 

The indenture for the 2020 Notes contains customary covenants that restrict the ability of LATAM Airlines 

Group S.A.’s and of certain of its subsidiaries to enter into transactions with affiliates and that restrict LATAM 

Airlines Group S.A.’s ability to merge with or into, or sell or transfer all or substantially all of its assets. 

The 2020 Notes contain customary events of default, any of which would permit acceleration of the principal 

of the 2020 Notes, plus accrued and unpaid interest, and any other amounts due with respect to the 2020 Notes. If an 

event of default occurs and is continuing, (other than with respect to certain bankruptcy-related events of default) the 

trustee or holders of not less than 25% in principal amount of the 2020 Notes outstanding may declare all unpaid 

principal of and accrued interest on all 2020 Notes to be due and payable immediately. 

6.875% Senior Notes due 2024 

On April 11, 2017, LATAM Finance Limited issued U.S.$700,000,000 of its 6.875% Senior Notes due 2024 

(the “2024 Notes”).  The 2024 Notes were issued pursuant to an indenture, dated April 11, 2017 between LATAM 

Finance Limited, as issuer, LATAM Airlines Group S.A., as guarantor, and The Bank of New York Mellon, as trustee.  

Interest on the 2024 Notes is payable semiannually in arrears on April 11 and October 11 of each year, and the 2024 

Notes will mature on April 11, 2024.  

The 2024 Notes may be redeemed, in whole or in part, at the option of the issuer under certain circumstances. 

On or after April 11, 2021, the notes will be redeemable, at the option of the Issuer, in whole or in part, at redemption 

prices (expressed as percentages of principal amount ranging from 103.438% during the twelve month period 

beginning on April 11, 2021 to 100% on and after April 11, 2023), plus accrued and unpaid interest to but excluding 

the redemption date.  The 2024 Notes may be redeemed at any time at a price equal to 100% of the principal amount 

of the 2024 Notes plus a “make-whole” premium, if any, plus accrued and unpaid interest and additional amounts, if 

any, to but excluding the redemption date.  Prior to April 11, 2020, the issuer may redeem up to 35% of the outstanding 

aggregate principal amount of the 2024 Notes using the net cash proceeds of one or more equity offerings at a 

redemption price equal to 106.875% of the aggregate principal amount thereof, plus accrued and unpaid interest, if 

any, to but excluding the redemption date, subject to certain conditions.  
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In addition, if LATAM Airlines Group S.A. experiences a specific kind of change of control, the issuer or 

guarantor will make an offer to purchase all of the outstanding 2024 Notes at a price equal to 101% of the principal 

amount of the 2024 Notes to be purchased, plus accrued and unpaid interest, if any, on the repurchase date.  

The indenture for the 2024 Notes contains customary covenants that restrict the ability of LATAM Airlines 

Group S.A.’s and of certain of its subsidiaries from entering into transactions with affiliates and that restrict LATAM 

Airlines Group S.A.’s ability to merge with or into, or sell or transfer all or substantially all of its assets.  

The 2024 Notes contain customary events of default, any of which would permit acceleration of the principal 

of the 2024 Notes, plus accrued and unpaid interest, and any other amounts due with respect to the 2024 Notes.  If an 

event of default occurs and is continuing, (other than with respect to certain bankruptcy-related events of default) the 

trustee or holders of not less than 25% in principal amount of the 2024 Notes outstanding may declare all unpaid 

principal of and accrued interest on all 2024 Notes to be due and payable immediately. 

2013-1 Fixed Rate Notes due 2020 

On November 7, 2013, Guanay Finance Limited, a Cayman Islands exempted company incorporated with 

limited liability (“Cayman SPV”) issued U.S.$450,000,000 of its Series 2013-1 Fixed Rate Notes due 2020 (the “2013-

1 Notes”). The 2013-1 Notes were issued pursuant to an indenture, between Cayman SPV and Citibank, N.A., as 

indenture trustee. In exchange for the net proceeds from the sale of the 2013-1 Notes, on November 7, 2013, LATAM 

Airlines Group S.A. sold to Cayman SPV all of its right, title and interest pursuant to certain present and future credit, 

debit and charge card receivables (the “Contract Rights”). The 2013-1 Notes will mature on December 15, 2020. The 

2013-1 Notes are, and any additional series will be, secured by substantially all of the assets of Cayman SPV, including 

the Contract Rights. 

In certain circumstances, LATAM Airlines Group S.A. may request Cayman SPV to issue additional notes 

in one or more series pursuant to indenture supplements. These additional notes will rank pari passu with the 2013-1 

Notes and will be governed by the indenture by and among Cayman SPV and Citibank, N.A. and a supplement thereto. 

During the interest-only period, which ended in March 2016, the 2013-1 Notes accrued interest at an annual 

rate of 6.00%. After the interest-only period, but before any early amortization period is in effect, holders of 2013-1 

Notes are entitled to receive, in addition to interest and additional amounts, a quarterly principal amortization amount 

specified in the applicable indenture supplement. After the expiration of the interest-only period and while an Early 

Amortization Period is in effect, holders of the 2013-1 Notes are entitled to receive on each Early Amortization 

Payment Date, in addition to interest, and additional amounts, if any, a specified principal payment. 

Upon the occurrence of certain early amortization events, or upon the breach of certain covenants, the 

Cayman SPV may with the consent of holders and shall at the written direction of holders that, in the aggregate, hold 

at least 51% of the series balance of the 2013-1 Notes, demand the payment by LATAM Airlines Group S.A. of a 

repurchase amount directly to Cayman SPV. Upon any such demand for payment of a repurchase amount, LATAM 

Airlines Group S.A. must immediately deposit the repurchase amount into a collection account. Upon such payment, 

the Cayman SPV must, at the expense of LATAM Airlines Group S.A., execute such documents and take such other 

steps as LATAM Airlines Group S.A. may reasonably request to convey back all ungenerated Contract Rights. 

The 2013-1 Notes contain customary events of default, any of which would permit acceleration of the entire 

principal of the 2013-1 Notes then outstanding, and interest accrued thereon. If an event of default occurs and is 

continuing, (other than with respect to certain bankruptcy-related events of default) the indenture trustee, at the written 

direction of holders of the 2013-1 Notes that, in the aggregate, hold at least 51% of the series balance of the 2013-1 

Notes will declare the entire principal of all 2013-1 Notes then outstanding, and interest accrued thereon, if any, to be 

due and payable immediately. 

Pass Through Certificates, Series 2015-1 

On May 29, 2015 we completed the issuance of U.S.$1,020,823,000 in Pass Through Certificates, Series 

2015-1 (the “2015-1 Certificates”), Classes A and B, which contemplated that, under certain circumstances, Class C 

2015-1 Certificates may be issued.  The 2015-1 Certificates were issued in connection with the financing of eleven 

new Airbus A321-200 aircraft, two new Airbus A350-900 aircraft and four new Boeing 787-9 aircraft. Each 2015-1 
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Certificate represents a fractional undivided interest in a related trust.  The Class A 2015-1 Certificates mature in 

November 2027 and the Class B 2015-1 Certificates mature in November 2023. The annual interest rate for Class A 

and B 2015-1 Certificates are 4.20% and 4.50%, respectively. The proceeds from the sale of the 2015-1 Certificates 

will initially be held in escrow and deposited with the Depositary, pending financing of each aircraft under the 

indenture. The trusts will use the escrowed funds to purchase equipment notes from four separate owners, each of 

which is a Cayman Islands special purpose company wholly-owned by LATAM Airlines Group S.A. Proceeds from 

the sale of the equipment notes for an aircraft will be used by the applicable owner to fund the acquisition of such 

aircraft, and each aircraft will be leased by the applicable owner to LATAM Airlines Group S.A. under a separate 

finance lease agreement.   

In April 2017, we issued and privately placed Class C 2015-1 Certificates for an amount of U.S.$140,000,000 

under the current structure.  The Class C 2015-1 Certificates have a six year term, maturing in May 2023.  

The 2015-1 Certificates do not represent indebtedness of the trusts, and references to interest accruing on the 

certificates are for purposes of computation only. The 2015-1 Certificates bear interest at specified rates, which may 

vary under certain circumstances. Scheduled payments of interest made on the equipment notes are distributed on 

February 15, May 15, August 15 and November 15 in each year. Payments of principal are made on February 15, May 

15, August 15 and November 15 in each year. The Certificates are subject to certain subordination terms set forth in 

an intercreditor agreement entered into by and among the trustees, the liquidity providers and the subordination agent. 

Holders of at least a majority of the outstanding principal amount of equipment notes issued under each 

indenture are entitled to direct the loan trustee under such indenture and the related security documents in taking action 

as long as no indenture event of default is continuing. If an indenture event of default is continuing under an indenture, 

subject to certain conditions, the controlling party, as further described, will be entitled to direct (i) the loan trustee 

under such indenture and (ii) the pledgee under each owner share pledge and each call agreement. Depending on the 

circumstances, the controlling party will be the Class A trustee, the Class B trustee, the Class C trustee, the trustee for 

any additional trust or the liquidity provider with the greatest amount owed to it. The controlling party will have 

limitations on its ability to exercise remedies during the nine months after the earlier of (a) the acceleration of the 

equipment notes issued pursuant to any indenture and (b) the occurrence of certain specified bankruptcy events. 

In certain bankruptcy related scenarios, and subject to certain restrictions, the Class B trustee and each other 

holder of a Class B 2015-1 Certificate will be entitled to purchase all, but not less than all, of the Class A 2015-1 

Certificates. The holders of the Class C 2015-1 Certificates have the right to purchase all but not less than all of the 

Class A Certificates and Class B Certificates. LATAM Airlines Group S.A. and each owner will be restricted in their 

ability to merge or consolidate with other entities in certain circumstances. 
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DESCRIPTION OF THE NOTES  

LATAM Finance Limited (the “Issuer”) will issue the notes pursuant to an indenture, to be dated as 

of  February 11, 2019 among the Issuer, LATAM Airlines Group S.A. as guarantor (the “Guarantor”) and The Bank 

of New York Mellon, as trustee (which term includes any successor as trustee under the indenture), transfer agent, 

registrar and paying agent.  The trustee or any other paying agent will also act as transfer agent and registrar in the 

event that the Issuer issues certificates for the notes in definitive registered form as set forth in “Form of Notes—

Individual Definitive Notes.” 

This description of the notes is a summary of the material provisions of the notes and the indenture.  The 

indenture is not required to be qualified under the U.S. Trust Indenture Act of 1939, as amended, and will not 

incorporate provisions thereof.  A copy of the indenture, including the form of the notes, is available for inspection 

during normal business hours at the office of the trustee set forth on the inside back cover page of this offering 

memorandum.  You should refer to the indenture for a complete description of the terms and conditions of the notes 

and the indenture, including the obligations of the Issuer and the Guarantor and your rights. 

You will find the definitions of capitalized terms used in this section under “—Certain Definitions.” 

General 

The notes: 

• will be senior unsecured obligations of the Issuer ranking equally with all of its other respective 

unsubordinated unsecured obligations. See “—Ranking” below; 

• will initially be limited to an aggregate principal amount of U.S.$600,000,000; 

• will mature on March 1, 2026 and be payable in an amount equal to the aggregate principal amount of 

the notes then outstanding plus accrued and unpaid interest to that date; 

• will not be redeemable before maturity at the option of the Issuer or repayable at the option of holders, 

except as described under “—Optional Redemption;” the Issuer may at any time, however, purchase 

notes and hold or resell them or surrender them to the Trustee for cancellation; 

• will be fully, unconditionally and irrevocably guaranteed on a senior unsecured basis by the Guarantor; 

• will be issued in denominations of U.S.$200,000 and integral multiples of U.S.$1,000 in excess thereof; 

and 

• will be represented by one or more registered notes in global form and may be exchanged for registered 

notes in definitive form only in limited circumstances. 

The guarantee related to the notes will be: 

• senior unsecured obligations of the Guarantor, ranking equally in right of payment with all existing and 

future senior unsecured obligations of the Guarantor (except those obligations preferred by operation of 

Chilean law, including labor and tax claims); 

• effectively subordinated in right of payment to existing and future secured debt of the Guarantor, to the 

extent of the value of the assets securing such obligations; and 

• structurally subordinated in right of payment to all existing and future debt and other liabilities, including 

trade payables, of the Guarantor’s Subsidiaries that are not the Issuer. 

Interest on the notes: 
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• will accrue at the rate of 7.000% per annum; 

• will accrue from the date of issuance or from the most recent interest payment date; 

• will be payable in cash semi-annually in arrears on March 1 and September 1 of each year, commencing 

on September 1, 2019; 

• will be payable to the holders of record on February 15 and August 15 immediately preceding related 

payment date; and 

• will be computed on the basis of a 360-day year comprised of twelve 30-day months. 

The notes will mature on March 1, 2026, unless earlier redeemed in accordance with the terms of the notes.  

See “—Optional Redemption” below.  

Principal of, and interest and any Additional Amounts (as defined below) on the notes will be payable, and 

the transfer of notes will be registrable, at the office of the trustee, and at the offices of the paying agent and transfer 

agent, respectively. 

The indenture will not limit the amount of debt or other obligations, including secured debt, that may be 

incurred by the Guarantor or any of its present or future Subsidiaries, nor will it limit the ability of the Guarantor or 

any of its Subsidiaries to grant liens on their assets or to enter into sale and leaseback transactions.  The indenture will 

not contain any restrictive covenants or other provisions designed to protect holders of the notes in the event the 

Guarantor or any of its present or future Subsidiaries participate in a highly leveraged transaction or upon certain 

changes of control. 

Further Issuances 

The Issuer is entitled, without the consent of the holders, to issue additional notes under the indenture on the 

same terms and conditions (except as to the date of original issuance or the first interest payment date) as the notes 

being offered hereby in an unlimited aggregate principal amount.  The notes and the additional notes, if any, will be 

treated as a single class for all purposes of the indenture, including waivers and amendments; provided, however, that 

unless such additional notes are issued under a separate CUSIP number, such additional notes shall be issued pursuant 

to a “qualified reopening” of the original series, are otherwise treated as part of the same “issue” of debt instruments 

as the original series or are issued with no more than a de minimis amount of original discount, in each case for U.S. 

federal income tax purposes.  Unless the context otherwise requires, for all purposes of the indenture and this 

“Description of the Notes,” references to the notes include any additional notes actually issued. 

Ranking 

The notes will be senior, unsecured obligations of the Issuer and the guarantee will be the senior, unsecured 

obligation of the Guarantor, ranking equally with all of their other unsubordinated obligations (except those 

obligations preferred by operation of Chilean law, including labor and tax claims).  However, the guarantee will 

effectively rank junior to all secured debt of the Guarantor to the extent of the value of the assets securing that debt 

(including indebtedness relating to the Guarantor’s or its affiliates’ credit card receivables securitizations).  The 

indenture will prohibit the Issuer from incurring secured debt. 

As of September 30, 2018, after giving pro forma effect to the offering of the notes and the use of proceeds 

therefrom, the Guarantor would have had approximately U.S.$8.2 billion aggregate principal amount of indebtedness, 

including approximately U.S.$5.5 billion of indebtedness secured by liens on the Guarantor’s assets as to which the 

notes are effectively subordinated to the extent of the value of such assets. 

On the date of issuance of the notes, no Subsidiary of the Guarantor will guarantee the notes.  A substantial 

portion of the operations of the Guarantor are conducted through its Subsidiaries, and therefore the Guarantor depends 

on the cash flow of its Subsidiaries to meets its obligations, including its obligations under the notes.  The notes will 

be structurally subordinated in right of payment to all indebtedness and other liabilities and commitments (including 
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trade payables and lease obligations) of the Subsidiaries.  Any right of the Guarantor to receive assets of any of its 

Subsidiaries upon the Subsidiary’s liquidation or reorganization (and the consequent right of the holders of the notes 

to participate in those assets) will be effectively subordinated to the claims of that Subsidiary’s creditors, except to the 

extent that the Guarantor is itself recognized as a creditor of the Subsidiary, in which case the claims of the Issuer 

would still be subordinated in right of payment to any security in the assets of the Subsidiary and any indebtedness of 

the Subsidiary senior to that held by the Guarantor. 

For the nine months ended September 30, 2018, the Guarantor’s Consolidated Affiliates generated U.S.$5.3 

billion, or 73% of the Guarantor’s consolidated operating revenues. In addition, as of September 30, 2018, the 

Guarantor’s Consolidated Affiliates held approximately U.S.$6.0 billion or 35% of the Guarantor’s consolidated total 

assets and U.S.$4.5 billion or 33% of the Guarantor’s consolidated total liabilities, all of which would have been 

structurally senior to the notes.  

Guarantee 

The Guarantor will fully, unconditionally and irrevocably guarantee, on an unsecured basis, all of the 

obligations of the Issuer pursuant to the notes, including the full and prompt payment of principal and interest on the 

notes, when and as the same become due and payable, whether at maturity, upon redemption or repurchase, by 

declaration of acceleration or otherwise, including any Additional Amounts required to be paid in connection with 

certain taxes, which we refer to as the guarantee.  So long as any note remains outstanding (as defined in the indenture), 

the Guarantor shall continue to own directly or indirectly 100% of the outstanding share capital of the Issuer. 

The indenture does not require any of the Guarantor’s existing or future Subsidiaries, other than the Issuer, 

to guarantee the notes. 

The guarantee will terminate upon discharge, defeasance or repayment of the notes, as described under the 

captions “—Defeasance” and “—Satisfaction and Discharge.” 

Optional Redemption  

Except as set forth below, the notes will not be redeemable before maturity at the option of the Issuer. The 

notes will not be repayable before maturity at the option of holders. The Issuer may at any time, however, purchase 

notes and hold or resell them or surrender them to the Trustee for cancellation. 

Optional Redemption on or After the Call Date  

On or after March 1, 2023, the Issuer may, at its option, redeem the notes, in whole or in part, at the following 

redemption prices (expressed as percentages of principal amount) set forth below plus accrued and unpaid interest to 

but excluding the redemption date and additional amounts, if any, on the notes redeemed to the applicable redemption 

date, if redeemed during the twelve-month period beginning on March 1 of the years indicated below, subject to the 

rights of holders of notes on the relevant record date to receive interest on the relevant interest payment date: 

Year Percentage 

2023                        103.500% 

2024                    101.750% 

2025 and thereafter 100.000% 
 

Optional Redemption with Make Whole Premium 

Prior to March 1, 2023, the notes will be redeemable, at the option of the Issuer at any time, in whole or in 

part, at a redemption price equal to (1) 100% of the principal amount of the notes to be redeemed and (2) the excess 

(which shall be a positive number) of (a) the present value at such redemption date of (i) the redemption price of the 

notes at March 1, 2023, (such redemption price being set forth in the table appearing above under the caption “Optional 

Redemption”) plus (ii) all required interest payments due thereon through March 1, 2023 (exclusive of interest accrued 
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to the date of redemption) discounted to the redemption date on a semi-annual basis (assuming a 360-day year 

consisting of twelve 30-day months) at the Treasury Rate (as defined below) plus 50 basis points, over (b) the principal 

amount of the notes, plus accrued and unpaid interest and additional amounts, if any, on the principal amount being 

redeemed to such redemption date. 

“Comparable Treasury Issue” means the U.S. Treasury security or securities selected by an Independent 

Investment Banker (as defined below) as having an actual or interpolated maturity that would be utilized, at the time 

of selection and in accordance with customary financial practice, in pricing new issues of corporate debt securities of 

comparable maturity to March 1, 2023. 

“Comparable Treasury Price” means with respect to any Date of Determination, (A) the arithmetic average 

of the Reference Treasury Dealer Quotations (as defined below) for such redemption date after excluding the highest 

and lowest Reference Treasury Dealer Quotations, or (B) if the Independent Investment Banker obtains fewer than 

four Reference Treasury Dealer Quotations, the arithmetic average of all Reference Treasury Dealer Quotations for 

such redemption date. 

“Independent Investment Banker” means one of the Reference Treasury Dealers appointed by the Issuer.  

“Reference Treasury Dealer” means each of Goldman Sachs & Co. LLC, J.P. Morgan Securities LLC, BNP 

Paribas Securities Corp, Credit Suisse Securities (USA) LLC, Deutsche Bank Securities Inc., a primary dealer selected 

by Santander Investment Securities Inc. and their respective successors and affiliates and at least one additional 

primary U.S. government securities dealer in New York City designated by the Issuer not later than the fifth business 

day preceding such redemption date; provided, however, that if any of the foregoing or their affiliates shall cease to 

be a primary U.S. government securities dealer in New York City (a “Primary Treasury Dealer”), the Issuer will 

substitute therefor another Primary Treasury Dealer. 

“Reference Treasury Dealer Quotations” means, with respect to each Reference Treasury Dealer and any 

redemption date, the average, as determined by the Independent Investment Banker, of the bid and asked prices for 

the Comparable Treasury Issue (expressed in each case as a percentage of its principal amount) quoted in writing to 

the Independent Investment Banker by such Reference Treasury Dealer at 3:30 p.m., New York City time, on the third 

business day preceding such redemption date (the “Date of Determination”). 

“Treasury Rate” means, with respect to any Date of Determination, the rate per annum equal to the semi- 

annual equivalent yield to maturity or interpolated (on a day count basis) of the Comparable Treasury Issue, assuming 

a price for the Comparable Treasury Issue (expressed as a percentage of its principal amount) equal to the Comparable 

Treasury Price for such redemption date. The Treasury Rate will be calculated on the Date of Determination. 

Optional Redemption with Proceeds from Equity Offerings 

Prior to March 1, 2022, the Issuer may on any one or more occasions redeem up to 35% of the outstanding 

aggregate principal amount of the notes with the Net Cash Proceeds of one or more Equity Offerings at a redemption 

price equal to 107.000% of the aggregate principal amount thereof, plus accrued and unpaid interest, if any, to but 

excluding the redemption date (subject to the right of holders of record on the relevant record date to receive interest 

due on the relevant interest payment date); provided that 

• at least 65% of the original aggregate principal amount of the notes remains outstanding after each 

such redemption; and 

• such redemption occurs within 90 days after the closing of such Equity Offering. 

Optional Redemption Upon a Tax Event 

If as a result of any change in or amendment to the laws (or any rules or regulations thereunder) of a Taxing 

Jurisdiction (as defined below under “—Additional Amounts”), or any amendment to or change in an official 

interpretation, administration or application of such laws, rules or regulations, or any treaties or related agreements to 

which the Taxing Jurisdiction is a party (including a holding by a court of competent jurisdiction), which change or 

amendment becomes effective or, in the case of a change in official position, is announced on or after the issue date 
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of the notes (or, if the Taxing Jurisdiction became a Taxing Jurisdiction on a later date, such later date), (i) the Issuer 

or any successor to the Issuer has or will become obligated to pay additional amounts as described below under 

“— Additional Amounts,” or (ii) the Guarantor or any successor to the Guarantor has or will become obligated to pay 

additional amounts as described under “—Additional Amounts”, in each case, in excess of the additional amounts, if 

any, that would have been payable on the date that the relevant Taxing Jurisdiction became a Taxing Jurisdiction, the 

Issuer or any successor to the Issuer may, at its option, redeem all, but not less than all, of the notes, at a redemption 

price equal to 100% of their principal amount, together with accrued and unpaid interest to but excluding the date 

fixed for redemption, upon publication of irrevocable notice not less than 30 days nor more than 60 days prior to the 

date fixed for redemption. No notice of such redemption may be given earlier than 60 days prior to the earliest date 

on which the Issuer, the Guarantor or a successor to the foregoing would, but for such redemption, become obligated 

to pay any such additional amounts were payment then due. For the avoidance of doubt, the Issuer or any successor 

to the Issuer shall not have the right to so redeem the notes unless (a) it is or will become obligated to pay such 

additional amounts or (b) the Guarantor or any successor to the Guarantor is or will become obligated to pay such 

additional amounts. Notwithstanding the foregoing, the Issuer or any such successor shall not have the right to so 

redeem the notes unless it has taken reasonable measures (including without limitation, using reasonable measures to 

cause payment on the notes to be made through a paying agent in a different jurisdiction or by the Issuer, its successor 

or another Subsidiary) to avoid the obligation to pay such additional amounts. For the avoidance of doubt, reasonable 

measures do not include changing the jurisdiction of incorporation of the Issuer or any successor of the Issuer. 

In the event that the Issuer or any successor to the Issuer elects to so redeem the notes, it will deliver to the 

trustee: (1) a certificate, signed in the name of the Issuer or any successor to the Issuer by any two of its executive 

officers or by its attorney in fact in accordance with its bylaws, stating that the Issuer or any successor to the Issuer is 

entitled to redeem the notes pursuant to their terms and setting forth a statement of facts showing that the condition or 

conditions precedent to the right of the Issuer or any successor to the Issuer to so redeem have occurred or been 

satisfied; and (2) an opinion of counsel, who is reasonably acceptable to the trustee, to the effect that (i) the Issuer or 

any successor to the Issuer has or will become obligated to pay additional amounts or the Guarantor or any successor 

to the Guarantor is or will become obligated to pay additional amounts and that such obligation cannot be avoided by 

taking reasonable measures to avoid such obligation (including, without limitation, by causing payment on the notes 

to be made through a paying agent in a different jurisdiction or by a Subsidiary), (ii) such obligation is the result of a 

change in or amendment to the laws (or any rules or regulations thereunder) of a Taxing Jurisdiction, as described 

above, and (iii) that all governmental requirements necessary for the Issuer or any successor to the Issuer to effect the 

redemption have been complied with. 

Open Market Purchases 

The Issuer or its affiliates may at any time purchase notes in the open market or otherwise at any price.  Any 

such purchased notes will not be resold, except in compliance with applicable requirements or exemptions under the 

relevant securities laws. 

Selection and Notice 

The Issuer will provide not less than 30 nor more than 60 days’ notice delivered to each registered holder of 

the notes to be redeemed, in accordance with the provisions described under “—Notices” below.  Unless the Issuer 

defaults in the payment of the redemption price, on and after the redemption date interest will cease to accrue on the 

notes or portions thereof called for redemption.  In the event that any redemption date is not a business day, the Issuer 

will pay the redemption price on the next business day without any interest or other payment due to the delay.  A 

redemption may be subject to one or more conditions precedent, which shall be stated in the redemption notice.  If 

less than all of the outstanding notes are to be redeemed, the notes to be redeemed will be selected in principal amounts 

of U.S.$200,000 and integral multiples of U.S.$1,000 in excess thereof.  In this case, the notes will be selected by lot, 

pro rata or by any other method the trustee considers fair and appropriate and in accordance with applicable depositary 

procedures. 

Payments 

The Issuer will make all payments on the notes exclusively in such coin or currency of the United States as 

at the time of payment will be legal tender for the payment of public and private debts. 
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The Issuer will make payments of principal and interest on the notes to the paying agent, which will pass 

such funds to the trustee or to the holders. 

The Issuer will make payments of interest on the notes on March 1 and September 1 of each year, 

commencing on September 1, 2019.  Interest will be payable to the holders of record on February 15 and August 15 

immediately preceding the related interest payment dates.  The Issuer will pay principal upon surrender of the relevant 

notes at the specified office of the trustee or the paying agent.  The Issuer will pay principal on the notes to the person 

in whose name the notes are registered at the close of business on the 15th day before the due date for payment.  

Payments of principal and interest in respect of each note will be made by the paying agent by wire or by U.S. dollar 

check drawn on a bank in New York City and delivered to the holder of such note at its registered address.  Upon 

application by the holder to the specified office of the paying agent not less than 15 days before the due date for any 

payment in respect of a note, such payment may be made by transfer to a U.S. dollar account maintained by the payee 

with a bank in New York City. 

Under the terms of the indenture, payment by the Issuer of any amount payable under the notes on the due 

date thereof to the paying agent in accordance with the indenture will satisfy the obligation of the Issuer to make such 

payment; provided, however, that the liability of the paying agent shall not exceed any amounts paid to it by the Issuer 

or held by it, on behalf of the holders under the indenture. 

All payments will be subject in all cases to any applicable tax or other laws and regulations, but without 

prejudice to the provisions of “—Additional Amounts.”  No commissions or expenses will be charged to the holders 

in respect of such payments. 

Subject to applicable law, the trustee and the paying agent will pay to the Issuer upon request any monies 

held by them for the payment of principal or interest that remains unclaimed for two years, and, thereafter, holders 

entitled to such monies must look to the Issuer for payment as general creditors.  After the return of such monies by 

the trustee or the paying agent to the Issuer, neither the trustee nor the paying agent shall be liable to the holders in 

respect of such monies. 

Additional Information 

For so long as any notes remain outstanding, each of the Issuer and the Guarantor will make available to any 

noteholder or beneficial owner of an interest in the notes, or to any prospective purchasers designated by such 

noteholder or beneficial owner, upon request of such noteholder or beneficial owner, and in addition to the information 

referred to under “—Reporting Requirements” below, the information required to be delivered under paragraph (d)(4) 

of Rule 144A unless, at the time of such request the Issuer or the Guarantor is subject to the reporting requirements of 

Section 13 or 15(d) of the Exchange Act. 

Form, Denomination and Title 

The notes will be issued in registered form without coupons attached in amounts of U.S.$200,000 and integral 

multiples of U.S.$1,000 in excess thereof. 

Notes sold in offshore transactions in reliance on Regulation S will be represented by one or more permanent 

global notes in fully registered form without coupons deposited with a custodian for and registered in the name of a 

nominee of DTC.  Notes sold in reliance on Rule 144A will be represented by one or more permanent global notes in 

fully registered form without coupons deposited with a custodian for and registered in the name of a nominee of DTC.  

Beneficial interests in the global notes will be shown on, and transfers thereof will be effected only through, records 

maintained by DTC and its direct and indirect participants, including Euroclear and Clearstream Luxembourg.  Except 

in certain limited circumstances, definitive registered notes will not be issued in exchange for beneficial interests in 

the global notes. See “Form of Notes—Global Notes.” 

Title to the notes will pass by registration in the register.  The holder of any note will (except as otherwise 

required by law) be treated as its absolute owner for all purposes (whether or not it is overdue and regardless of any 

notice of ownership, trust or any interest in it, writing on, or theft or loss of, the definitive note issued in respect of it) 

and no person will be liable for so treating the holder. 
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Transfer of Notes 

Notes may be transferred in whole or in part in an authorized denomination upon the surrender of the note to 

be transferred, together with the form of transfer endorsed on it duly completed and executed, at the specified office 

of the registrar or the specified office of the transfer agent.  Each new note to be issued upon exchange of notes or 

transfer of notes will, within three business days of the receipt of a request for exchange or form of transfer, be 

delivered at the risk of the holder entitled to the note to such address as may be specified in such request or form of 

transfer. 

Notes will be subject to certain restrictions on transfer as more fully set out in the indenture.  See “Transfer 

Restrictions.”  Transfer of beneficial interests in the global notes will be effected only through records maintained by 

DTC and its participants.  See “Form of Notes.” 

Transfer will be effected without charge by or on behalf of the Issuer, the registrar or the transfer agent, but 

upon payment, or the giving of such indemnity as the registrar or the transfer agent may require, in respect of any tax 

or other governmental charges which may be imposed in relation to it.  The Issuer is not required to transfer or 

exchange any note selected for redemption. 

No holder may require the transfer of a note to be registered during the period of 15 days ending on the due 

date for any payment of principal or interest on that note. 

Additional Amounts 

All payments (including any premium paid upon redemption of the notes) by or on behalf of the Issuer or a 

successor in respect of the notes or the Guarantor or a successor in respect of the guarantee, will be made free and 

clear of, and without withholding or deduction for or on account of, any present or future taxes, duties, assessments, 

or other governmental charges of whatever nature imposed or levied by or on behalf of Chile, the Cayman Islands, or 

any authority therein or thereof or any other jurisdiction in which the Issuer or the Guarantor (or in each case, their 

successor) are organized or doing business or from or through which payments are made in respect of the notes, or 

any political subdivision or taxing authority thereof or therein (any of the aforementioned being a “Taxing 

Jurisdiction”), unless the Issuer or the Guarantor (or their respective successor) are compelled by law to deduct or 

withhold such taxes, duties, assessments, or governmental charges.  In such event, the Issuer or the Guarantor (or their 

respective successor) will make such deduction or withholding, make payment of the amount so withheld to the 

appropriate governmental authority and pay such additional amounts as may be necessary to ensure that the net 

amounts received by registered holders of notes after such withholding or deduction shall equal the respective amounts 

of principal and interest (or other amounts stated to be payable under the notes) which would have been received in 

respect of the notes in the absence of such withholding or deduction. Notwithstanding the foregoing, no such additional 

amounts shall be payable: 

(1) to, or to a third party on behalf of, a holder who is liable for such taxes, duties, assessments 

or governmental charges in respect of such note by reason of the existence of any present or former 

connection between such holder (or between a fiduciary, settlor, beneficiary, member or shareholder of such 

holder, if such holder is an estate, a trust, a partnership, or a corporation) and the relevant Taxing Jurisdiction, 

including, without limitation, such holder (or such fiduciary, settlor, beneficiary, member or shareholder) 

being or having been a citizen or resident thereof or being or having been engaged in a trade or business or 

present therein or having, or having had, a permanent establishment therein, other than the mere holding of 

the note or enforcement of rights under the indenture and the receipt of payments with respect to the note; 

(2) in respect of notes surrendered or presented for payment (if surrender or presentment is 

required) more than 30 days after the Relevant Date (as defined below) except to the extent that payments 

under such note would have been subject to withholdings and the holder of such note would have been entitled 

to such additional amounts, on surrender of such note for payment on the last day of such period of 30 days; 

(3) to, or to a third party on behalf of, a holder who is liable for such taxes, duties, assessments 

or other governmental charges by reason of such holder’s failure to comply, with any certification, 

identification, documentation or other reporting requirement concerning the nationality, residence, identity 

or connection with the relevant Taxing Jurisdiction of such holder, if (a) compliance is required by law or an 
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applicable income treaty as a precondition to, exemption from, or reduction in the rate of, the tax, assessment 

or other governmental charge and (b) the Issuer has given the holders at least 30 days’ notice that holders 

will be required to provide such certification, identification, documentation or other requirement; 

(4) in respect of any estate, inheritance, gift, sales, transfer, capital gains, excise or personal 

property or similar tax, assessment or governmental charge, other than as provided in “—Documentary 

Taxes” below; 

(5) in respect of any tax, assessment or other governmental charge which is payable other than 

by deduction or withholding from payments of principal of (including premium) or interest on the note; 

(6) in respect of any tax imposed on overall net income or any branch profits tax; or 

(7) in respect of any combination of the above. 

Notwithstanding anything to the contrary in this section, none of the Issuer, the Guarantor, their respective 

successors, the paying agent or any other person shall be required to pay any additional amounts with respect to any 

payment in respect of any taxes imposed under Sections 1471 through 1474 of the U.S. Internal Revenue Code of 

1986, as amended (the “Code”), or any successor law or regulation implementing or complying with, or introduced in 

order to conform to, such sections, or imposed pursuant to any intergovernmental agreement or any agreement entered 

into pursuant to section 1471(b)(1) of the Code. 

In addition, no additional amounts shall be paid with respect to any payment on a note to a holder who is a 

fiduciary, a partnership, a limited liability company or other than the sole beneficial owner of that payment to the 

extent that payment would be required by the relevant Taxing Jurisdiction to be included in the income, for tax 

purposes, of a beneficiary or settlor with respect to the fiduciary, a member of that partnership, an interest holder in a 

limited liability company or a beneficial owner who would not have been entitled to the additional amounts had that 

beneficiary, settlor, member or beneficial owner been the holder. 

“Relevant Date” means, with respect to any payment on a note, whichever is the later of: (i) the date on which 

such payment first becomes due; and (ii) if the full amount payable has not been received by the trustee on or prior to 

such due date, the date on which notice is given to the holders that the full amount has been received by the trustee. 

Payments on the notes are subject in all cases to any tax, fiscal or other law or regulation or administrative 

or judicial interpretation.  Except as specifically provided above, neither the Issuer nor the Guarantor shall be required 

to pay additional amounts with respect to any tax, assessment or governmental charge imposed by any government or 

a political subdivision or taxing authority thereof or therein. 

Each of the Issuer and the Guarantor (or their respective successor) will pay any Taxes required to be 

deducted or withheld pursuant to applicable law and will furnish to the holders, within 60 days after the date such 

payment is due, either certified copies of tax receipts evidencing such payment, or, if such receipts are not obtainable, 

other evidence of such payments reasonably satisfactory to the holders. 

In the event that additional amounts actually paid with respect to the notes described above are based on rates 

of deduction or withholding of withholding taxes in excess of the appropriate rate applicable to the holder of such 

notes, and, as a result thereof such holder is entitled to make claim for a refund or credit of such excess from the 

authority imposing such withholding tax, then such holder shall, by accepting such notes, be deemed to have assigned 

and transferred all right, title, and interest to any such claim for a refund or credit of such excess to the Issuer. 

Any reference in this offering memorandum, the indenture or the notes to principal, interest or any other 

amount payable in respect of the notes by the Issuer or the guarantee by the Guarantor (or their successors) will be 

deemed also to refer to any additional amount, unless the context requires otherwise, that may be payable with respect 

to that amount under the obligations referred to in this subsection. 

The foregoing obligation will survive termination or discharge of the indenture. 
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Documentary Taxes 

The Issuer or the Guarantor, as applicable, will pay when due any present or future stamp, transfer, court or 

documentary taxes or any other excise or property taxes, charges or similar levies and any penalties, additions to tax 

or interest due with respect thereto imposed by Chile (or any political subdivision or governmental authority thereof 

or therein having power to tax) or the Cayman Islands (or any political subdivision or governmental authority thereof 

or therein having power to tax) with respect to the initial execution, delivery or registration of the notes or any other 

document or instrument relating thereto. 

Repurchase of Notes Upon a Change of Control 

Not later than 30 days following a Change of Control Event, the Issuer or the Guarantor will make an Offer 

to Purchase all outstanding notes at a purchase price equal to 101% of the principal amount plus accrued interest up 

to, but not including the date of repurchase; provided, that the Issuer or the Guarantor shall not be required to make 

such an Offer to Purchase if (i) a third party makes such an Offer to Purchase in the manner, at the times and otherwise 

in compliance with the requirements set forth in the indenture with respect to an Offer to Purchase made by the Issuer 

or the Guarantor and (ii) such third party purchases all notes validly tendered and not withdrawn under its Offer to 

Purchase. 

An “Offer to Purchase” must be made by written offer, which will specify the purchase price.  The offer must 

specify an expiration date (the “expiration date”) not less than 30 days or more than 60 days after the date of the offer 

and a settlement date for the purchase (the “purchase date”) not more than five business days after the expiration date. 

An Offer to Purchase may be made in advance of a Change of Control and conditioned on a Change of Control 

occurring if a definitive agreement is in place at the time such conditional Offer to Purchase is made that, if 

consummated, would result in a Change of Control.  The offer must include information required by the Securities 

Act, Exchange Act or any other applicable laws.  The offer will also contain instructions and materials necessary to 

enable holders to tender notes pursuant to the offer. 

A holder may tender all or any portion of its notes pursuant to an Offer to Purchase, subject to the requirement 

that any portion of a note tendered must be in a principal amount of U.S.$200,000 and integral multiples of U.S.$1,000 

in excess thereof.  Holders are entitled to withdraw notes tendered up to the close of business on the expiration date.  

On the purchase date, the purchase price will become due and payable on each note accepted for purchase pursuant to 

the Offer to Purchase, and interest on notes purchased will cease to accrue on and after the purchase date. 

The Issuer and the Guarantor will comply with Rule 14e-1 under the Exchange Act (to the extent applicable) 

and all other applicable laws in making any Offer to Purchase, and the above procedures will be deemed modified as 

necessary to permit such compliance. 

Existing and future debt of the Issuer and the Guarantor may provide that a Change of Control is a default or 

require repurchase upon a Change of Control.  Moreover, the exercise by the noteholders of their right to require the 

Issuer to purchase the notes could cause a default under other existing or future debt of the Issuer or the Guarantor, 

even if the Change of Control itself does not, due to the financial effect of the purchase on the Issuer or the Guarantor.  

Finally, the Issuer’s or the Guarantor’s ability to pay cash to the noteholders following the occurrence of a Change of 

Control Event may be limited by the Issuer’s or the Guarantor’s then existing financial resources.  There can be no 

assurance that sufficient funds will be available when necessary to make the required purchase of the notes. See “Risk 

Factors —Risks Related to the Notes —The Issuer and the Guarantor may not be able to finance a change of control 

offer required by the indenture governing the notes”. 

The phrase “all or substantially all,” as used with respect to the assets of the Issuer and the Guarantor in the 

definition of “Change of Control,” is subject to interpretation under applicable state law, and its applicability in a 

given instance would depend upon the facts and circumstances.  As a result, there may be a degree of uncertainty in 

ascertaining whether a sale or transfer of “all or substantially all” the assets of the Issuer or the Guarantor has occurred 

in a particular instance, in which case a holder’s ability to obtain the benefit of these provisions could be unclear. 

In addition, pursuant to the terms of the indenture, the Issuer and the Guarantor are only required to offer to 

repurchase the notes in the event that a Change of Control results in a Ratings Decline. Consequently, if a Change of 
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Control were to occur which does not result in a Ratings Decline, neither the Issuer nor the Guarantor would be 

required to offer to repurchase the notes. 

Except as described above with respect to a Change of Control, the indenture will not contain provisions that 

permit the holder of the notes to require that the Issuer or the Guarantor purchase or redeem the notes in the event of 

a takeover, recapitalization or similar transaction. 

The provisions under the indenture relating to the obligation to make an offer to repurchase the notes as a 

result of a Change of Control may be waived or amended as described in “—Amendment, Supplement and Waiver.” 

Covenants 

The indenture contains the following covenants: 

Limitations on the Issuer 

The Issuer may not own any material assets or other property, other than Debt or other obligations owing to 

the Issuer by the Guarantor and Subsidiaries, Cash Equivalents and Marketable Securities, or engage in any trade or 

conduct any business other than treasury, financing, cash management, hedging and cash pooling activities and 

activities incidental thereto.  In addition, the Issuer will not incur any material liabilities or obligations other than its 

obligations pursuant to the Notes and obligations pursuant to other Debt guaranteed by the Guarantor. 

Limitation on Transactions with Affiliates 

The Guarantor will not, nor will the Guarantor permit any of its Subsidiaries, to enter into or permit to exist 

any transaction (including the purchase, sale, lease or exchange of any property, employee compensation arrangements 

or the rendering of any service) with, or for the benefit of, any Affiliate of the Guarantor, other than itself or any of its 

Subsidiaries, (an “Affiliate Transaction”) unless the terms of the Affiliate Transaction are no less favorable to the 

Guarantor or such Subsidiary than those that could be obtained at the time of the Affiliate Transaction in arm’s length 

dealings with a person who is not an Affiliate. 

Limitation on Consolidation, Merger or Transfer of Assets 

The Guarantor will not consolidate with or merge with or into, or sell, convey, transfer or dispose of, or lease 

all or substantially all of its assets as an entirety or substantially as an entirety, in one transaction or a series of related 

transactions, to, any person, unless: 

(1) the resulting, surviving or transferee person (if not the Guarantor) will be a person 

organized and existing under the laws of Chile, Brazil, Peru or the United States of America, any State thereof 

or the District of Columbia, or any other country (or political subdivision thereof) that is a member country 

of the European Union or of the Organisation for Economic Co-operation and Development on the date of 

the indenture, and such person expressly assumes, by a supplemental indenture to the indenture, executed 

and delivered to the trustee, all the obligations of the Guarantor under the notes and the indenture; 

(2) the resulting, surviving or transferee person (if not the Guarantor), if organized and existing 

under the laws of a jurisdiction other than Chile undertakes, in such supplemental indenture, (i) to pay such 

additional amounts in respect of principal (and premium, if any) and interest as may be necessary in order 

that every net payment made in respect of the notes after deduction or withholding for or on account of any 

present or future tax, duty, assessment or other governmental charge imposed by such other country or any 

political subdivision or taxing authority thereof or therein will not be less than the amount of principal (and 

premium, if any) and interest then due and payable on the notes, subject to the same exceptions set forth 

under “Additional Amounts” and (ii) that the provisions set forth under “Optional Redemption upon a Tax 

Event” shall apply to such person, but in both cases, replacing existing references in such clause to Chile 

with references to the jurisdiction of organization of the resulting, surviving or transferee person, as the case 

may be;  

(3) immediately prior to such transaction and immediately after giving effect to such 

transaction, no Default or Event of Default will have occurred and be continuing; and 
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(4) the Guarantor will have delivered to the trustee an officers’ certificate and an opinion of 

independent legal counsel, each stating that such consolidation, merger or transfer and such supplemental 

indenture, if any, comply with the indenture. 

The trustee will accept such certificate and opinion as sufficient evidence of the satisfaction of the conditions 

precedent set forth in this covenant, in which event it will be conclusive and binding on the holders. 

Reporting Requirements 

The Guarantor will provide the trustee with the following reports (and will also provide the trustee with 

sufficient copies, as required, of the following reports referred to in clauses (1) through (3) below for distribution, at 

their expense, to all holders of notes): 

(1) an English language version of the LATAM Airlines Group S.A.’s annual audited 

consolidated financial statements prepared in accordance with IFRS promptly upon such financial statements 

becoming available but not later than 120 days after the close of its fiscal year; 

(2) an English language version of LATAM Airlines Group S.A.’s unaudited quarterly 

financial statements prepared in accordance with IFRS promptly upon such financial statements becoming 

available but not later than 60 days after the close of each fiscal quarter (other than the last fiscal quarter of 

its fiscal year); and 

(3) without duplication, English language versions or summaries of such other reports or 

notices as may be filed or submitted by (and promptly after filing or submission by) the Guarantor with (a) 

the CMF or (b) the SEC (in each case, to the extent that any such report or notice is generally available to its 

security holders or the public in Chile or elsewhere and, in the case of clause (b), is filed or submitted pursuant 

to Rule 12g3-2(b) under, or Section 13 or 15(d) of, the Exchange Act, or otherwise). 

Delivery of the above reports referred to in the clauses above to the trustee is for informational purposes only 

and the trustee’s receipt of such reports will not constitute constructive notice of any information contained therein or 

determinable from information contained therein, including the Issuer’s or the Guarantor’s compliance with any of 

their covenants in the indenture (as to which the trustee is entitled to rely exclusively on officers’ certificates).  The 

requirement to provide any report to the trustee shall be deemed satisfied if such report has been filed with the SEC 

through the Electronic Data Gathering Analysis and Retrieval (EDGAR) system (or any successor method of filing) 

or if such report is made available on the Guarantor’s website (and the Guarantor shall provide the relevant URL to 

the Trustee upon request). 

Events of Default 

An “Event of Default” occurs if: 

(1) the Issuer defaults in any payment of interest (including any related additional amounts) 

on any note when the same becomes due and payable, and such default continues for a period of 30 days; 

(2) the Issuer defaults in the payment of the principal (including any related additional 

amounts) of any note when the same becomes due and payable upon acceleration or redemption or otherwise; 

(3) the Issuer or the Guarantor fails to comply with any of its covenants or agreements in the 

notes or the indenture (other than those referred to in (1) and (2) above), and such failure continues for 60 

days after the notice specified below; 

(4) the Issuer, the Guarantor or any Significant Subsidiary defaults under any mortgage, 

indenture or instrument under which there may be issued or by which there may be secured or evidenced any 

Debt for money borrowed by the Issuer, the Guarantor or any such Significant Subsidiary (or the payment of 

which is guaranteed by the Issuer, the Guarantor or any such Significant Subsidiary) whether such Debt or 

guarantee now exists, or is created after the date of the indenture, which default (a) is caused by failure to 

pay principal of or premium, if any, on such Debt after giving effect to any grace period provided in such 

Debt on the date of such default (“Payment Default”) or (b) results in the acceleration of such Debt prior to 
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its express maturity and, in each case, the principal amount of any such Debt, together with the principal 

amount of any other such Debt under which there has been a Payment Default or the maturity of which has 

been so accelerated, totals U.S.$75 million (or the equivalent thereof at the time of determination) or more 

in the aggregate; 

(5) one or more final judgments or decrees for the payment of money of U.S.$75 million (or 

the equivalent thereof at the time of determination) or more in the aggregate (determined net of any amount 

covered by an insurance policy or policies issued by insurance companies with sufficient financial resources 

to perform their obligations under such policies) are rendered against the Issuer, the Guarantor or any 

Significant Subsidiary and are not paid (whether in full or in installments in accordance with the terms of the 

judgment) or otherwise discharged and, in the case of each such judgment or decree, either (a) an enforcement 

proceeding has been commenced by any creditor upon such judgment or decree and is not dismissed within 

30 days following commencement of such enforcement proceedings or (b) there is a period of 60 days 

following such judgment during which such judgment or decree is not discharged, waived or the execution 

thereof stayed; 

(6) a decree or order by a court having jurisdiction has been entered adjudging the Issuer, the 

Guarantor or any Significant Subsidiary as bankrupt or insolvent, or approving as properly filed a petition 

seeking reorganization of or by the Issuer, the Guarantor or any Significant Subsidiary and such decree or 

order continues undischarged or unstayed for a period of 60 days; or a decree or order by a court having 

jurisdiction for the appointment of a receiver or liquidator or for the liquidation or dissolution of the Issuer, 

the Guarantor or any Significant Subsidiary, has been entered, and such decree or order continues 

undischarged or unstayed for a period of 60 days; provided that any Significant Subsidiary may be liquidated 

or dissolved if, pursuant to such liquidation or dissolution, all or substantially all of its assets are transferred 

to the Issuer, the Guarantor or another Significant Subsidiary; 

(7) the Issuer, the Guarantor or any Significant Subsidiary (i) commences a voluntary case or 

other proceeding seeking liquidation, reorganization, or other relief with respect to itself or its debts under 

any applicable bankruptcy, insolvency or other similar law now or hereafter in effect, or consents to the entry 

of an order for relief in an involuntary case under any such law, (ii) consents to the appointment of or taking 

possession by a receiver, veedor, liquidator, assignee, custodian, trustee, sequestrator or similar official of 

the Issuer, the Guarantor or any Significant Subsidiary or for all or substantially all of the property of the 

Issuer, the Guarantor or any Significant Subsidiary or (iii) effects any general assignment for the benefit of 

creditors; 

(8) any event occurs that under the laws of Chile or any political subdivision thereof or any 

other country has substantially the same effect as any of the events referred to in any of clause (6) or (7); 

(9) the guarantee ceases to be in full force and effect, other than in accordance with the terms 

of the indenture, or the Guarantor denies or disaffirms its obligations under the guarantee; or 

(10) the Guarantor ceases to own directly or indirectly 100% of the outstanding share capital of 

the Issuer. 

A Default under clause (3) above will not constitute an Event of Default until the trustee or the holders of at 

least 25% in principal amount of the notes outstanding notify the Issuer and the Guarantor of the Default and the Issuer 

or Guarantor does not cure such Default within 60 days after receipt of such notice. 

If an Event of Default (other than an Event of Default specified in clause (6), (7) or (8) above) occurs and is 

continuing, the trustee or the holders of not less than 25% in principal amount of the notes then outstanding may 

declare all unpaid principal of and accrued interest on all notes to be due and payable immediately, by a notice in 

writing to the Issuer and the Guarantor, and upon any such declaration such amounts will become due and payable 

immediately.  If an Event of Default specified in clause (6), (7) or (8) above occurs and is continuing, then the principal 

of and accrued interest on all notes will become and be immediately due and payable without any declaration or other 

act on the part of the trustee or any holder. 
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As soon as possible, and in any event within 15 business days after the Issuer becomes aware of the existence 

of a Default or Event of Default, the Issuer shall deliver to the trustee an officers’ certificate setting forth the details 

thereof and the action which the Issuer is taking or propose to take with respect thereto. 

The trustee is not to be charged with knowledge of any Default or Event of Default or knowledge of any cure 

of any Default or Event of Default unless either (i) an attorney, authorized officer or agent of the trustee with direct 

responsibility for the indenture has actual knowledge of such Default or Event of Default or (ii) written notice of such 

Default or Event of Default has been given to the trustee by the Issuer or any holder.  If a Default or Event of Default 

occurs and is continuing, and if it is known to a responsible officer of the trustee, the trustee shall mail to each holder 

notice of the Default or Event of Default within 90 days after a responsible officer of the trustee acquires actual 

knowledge of such Default or Event of Default.  Except in the case of a Default or Event of Default in payment of 

principal of or premium, if any, or interest on any note, the trustee may withhold the notice and shall be protected 

from withholding the notice if and so long as a committee of its responsible officers in good faith determines that 

withholding the notice is in the interests of holders. 

Subject to the provisions of the indenture relating to the duties of the trustee in case an Event of Default 

occurs and is continuing, the trustee will be under no obligation to exercise any of its rights or powers under the 

indenture at the request or direction of any of the holders, unless such holders have offered to the trustee indemnity 

reasonably satisfactory to the trustee.  Subject to such provision for the indemnification of the trustee, the holders of 

a majority in aggregate principal amount of the outstanding notes will have the right to direct the time, method and 

place of conducting any proceeding for any remedy available to the trustee or exercising any trust or power conferred 

on the trustee. 

Defeasance 

The Issuer or the Guarantor may at any time terminate all of its obligations with respect to the notes (“legal 

defeasance”), except for certain obligations, including those regarding any trust established for a defeasance and 

obligations to register the transfer or exchange of the notes, to replace mutilated, destroyed, lost or stolen notes and to 

maintain a registrar and paying agent in respect of notes.  The Issuer or the Guarantor may at any time terminate its 

obligations under certain covenants set forth in the indenture, and any omission to comply with such obligations will 

not constitute a Default or an Event of Default with respect to the notes issued under the indenture (“covenant 

defeasance”). 

The Issuer or the Guarantor may exercise its legal defeasance option notwithstanding its prior exercise of its 

covenant defeasance option.  If the Issuer or the Guarantor exercises its legal defeasance option, payment of the notes 

may not be accelerated because of an Event of Default with respect thereto.  If the Issuer or the Guarantor exercises 

its covenant defeasance option, payment of the notes may not be accelerated because of an Event of Default specified 

in clause (3), (4) or (5) under “—Events of Default.” 

In order to exercise either legal defeasance or covenant defeasance, the Issuer or the Guarantor must 

irrevocably deposit in trust, for the benefit of the holders of the notes, with the trustee money or U.S. government 

obligations, or a combination thereof, in such amounts as will be sufficient, in the opinion of an internationally 

recognized firm of independent public accountants expressed in a written certificate delivered to the trustee, without 

consideration of any reinvestment, to pay the principal of, premium, if any, and interest on the notes to redemption or 

maturity and comply with certain other conditions, including the delivery of opinions of U.S., Cayman Islands and 

Chilean counsel as to certain tax matters (including to the effect that the holders of the notes will not recognize income, 

gain or loss for U.S. federal income tax purposes, Cayman Islands income tax purposes or Chilean income tax 

purposes, as the case may be, as a result of such deposit and defeasance and will be subject to U.S. federal income 

tax, Cayman Islands income tax, Chilean income tax, as the case may be, on the same amount and in the same manner 

and at the same times as would have been the case if such deposit and defeasance had not occurred, and, in the case 

of legal defeasance only, the opinion of U.S. counsel must be based on a ruling of the U.S. Internal Revenue Service 

or a change in applicable U.S. federal income tax law). 
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Satisfaction and Discharge 

The indenture will be discharged and will cease to be of further effect (except as to surviving rights or 

registration of transfer or exchange of the notes, as expressly provided for in the indenture) as to all outstanding notes 

when: 

(1) either: 

(a) all the notes theretofor authenticated and delivered (except lost, stolen or destroyed notes 

which have been replaced or paid and notes for whose payment money has theretofor been deposited in trust 

or segregated and held in trust by the Issuer and thereafter repaid to the Issuer or discharged from such trust) 

have been delivered to the trustee for cancellation; or 

(b) all notes not theretofor delivered to the trustee for cancellation (i) have become due and 

payable or will become due and payable within one year or (ii) are to be called for redemption within one 

year under irrevocable arrangements satisfactory to the trustee for the giving of notice of redemption by the 

trustee in the name, and at the expense, of the Issuer, and, in each case, the Issuer has irrevocably deposited 

or caused to be deposited with the trustee funds or certain direct, non-callable obligations of, or guaranteed 

by, the United States sufficient without reinvestment to pay and discharge the entire Indebtedness on the 

notes not theretofor delivered to the trustee for cancellation, for principal of, premium, if any, and interest on 

the notes to the date of deposit (in the case of notes that have become due and payable) or to the maturity or 

redemption date, as the case may be, together with irrevocable instructions from the Issuer directing the 

trustee to apply such funds to the payment; 

(c) no Default or Event of Default has occurred and is continuing on the date of such deposit 

after giving effect thereto; 

(d) the Issuer has paid all other sums payable under the indenture and the notes by it; and 

(e) the Issuer has delivered to the trustee an officers’ certificate stating that all conditions 

precedent under the indenture relating to the satisfaction and discharge of the indenture have been complied 

with. 

Amendment, Supplement and Waiver 

Subject to certain exceptions, the indenture may be amended or supplemented with the consent of the holders 

of at least a majority in principal amount of the notes then outstanding, and any past Default or Event of Default or 

compliance with any provision may be waived with the consent of the holders of at least a majority in principal amount 

of the notes then outstanding.  However, without the consent of each holder of an outstanding note affected thereby, 

no amendment or waiver may: 

(1) reduce the principal amount of or change the Stated Maturity of any payment on any note; 

(2) reduce the rate of or change the time for payment of interest on any note; 

(3) reduce the amount payable upon redemption of any note or change the time at which any 

note may be redeemed; 

(4) change the place of payment for or the currency for payment of principal of, premium, if 

any, or interest or any additional amounts on, any note; 

(5) impair the right to institute suit for the enforcement of any right to payment on or with 

respect to any note; 

(6) waive certain payment defaults with respect to the notes; 

(7) reduce the principal amount of notes whose holders must consent to any amendment or 

waiver; 
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(8) make any change in the amendment or waiver provisions which require each holder’s 

consent; 

(9) modify or change any provision of the indenture affecting the ranking of the notes in a 

manner adverse to the holders of the notes; or 

(10) make any change in the guarantee that would adversely affect the noteholders. 

The holders of the notes will receive prior notice as described under “Notices” of any proposed amendment 

to the notes or the indenture or any waiver described in the preceding paragraph.  After an amendment or any waiver 

described in the preceding paragraph becomes effective, the Issuer is required to deliver to the holders a notice briefly 

describing such amendment or waiver.  However, the failure to give such notice to all holders of the notes, or any 

defect therein, will not impair or affect the validity of the amendment or waiver. 

The consent of the holders of the notes is not necessary to approve the particular form of any proposed 

amendment or any waiver. It is sufficient if such consent approves the substance of the proposed amendment or waiver. 

The Issuer, the Guarantor and the trustee may, without the consent or vote of any holder of the notes, amend 

or supplement the indenture or the notes for the following purposes: 

(1) to cure any ambiguity, omission, defect or inconsistency; 

(2) to comply with the covenant described under “— Limitation on Consolidation, Merger or 

Transfer of Assets”; 

(3) to add to the covenants of the Issuer or the Guarantor for the benefit of holders of the notes; 

(4) to surrender any right conferred upon the Issuer or the Guarantor; 

(5) to evidence and provide for the acceptance of an appointment by a successor trustee; 

(6) to provide for the issuance of additional notes; 

(7) to provide for any guarantee of the notes, to secure the notes or to confirm and evidence 

the release, termination or discharge of any guarantee of the notes when such release, termination or discharge 

is permitted by the indenture; or 

(8) make any other change that does not materially and adversely affect the rights of any holder 

of the notes or to conform the indenture to this “Description of the Notes”; 

(9) to comply with any applicable requirements of the SEC. 

Notices 

For so long as notes in global form are outstanding, notices to be given to holders will be given to the 

depositary in accordance with its applicable policies as in effect from time to time.  If notes are issued in certificated 

form, notices to be given to holders will be deemed to have been given upon the mailing by first class mail, postage 

prepaid, of such notices to holders of the notes at their registered addresses as they appear in the trustee’s records. 

Trustee 

The Bank of New York Mellon will be appointed as trustee under the indenture. 

The indenture will contain provisions for the indemnification of the trustee and for its relief from 

responsibility.  The obligations of the trustee to any holder will be subject to such immunities and rights as are set 

forth in the indenture. 
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Except during the continuance of an Event of Default, the trustee needs to perform only those duties that will 

be specifically set forth in the indenture and no others, and no implied covenants or obligations will be read into the 

indenture against the trustee.  In case an Event of Default has occurred and is continuing, the trustee shall exercise 

those rights and powers vested in it by the indenture, and use the same degree of care and skill in their exercise, as a 

prudent person would exercise or use under the circumstances in the conduct of his own affairs.  No provision of the 

indenture will require the trustee to expend or risk its own funds or otherwise incur any financial liability in the 

performance of its duties thereunder, or in the exercise of its rights or powers, unless it receives indemnity satisfactory 

to it against any loss, liability or expense. 

The Issuer, the Guarantor and their respective affiliates may from time to time enter into normal banking and 

trustee relationships with the trustee and its affiliates. 

Governing Law and Submission to Jurisdiction 

The notes and the indenture will be governed by the laws of the State of New York. 

Each of the parties to the indenture will submit to the jurisdiction of the U.S. federal and New York State 

courts located in the Borough of Manhattan, City and State of New York for purposes of all legal actions and 

proceedings instituted in connection with the notes and the indenture.  The Issuer and the Guarantor will appoint Law 

Debenture Corporate Services Inc., as its authorized agent upon which process may be served in any such action. 

Currency Indemnity 

U.S. dollars are the sole currency of account and payment for all sums payable by the Issuer and the Guarantor 

under or in connection with the notes, including damages.  Any amount received or recovered in a currency other than 

dollars (whether as a result of, or of the enforcement of, a judgment or order of a court of any jurisdiction, in the 

winding-up or dissolution of the Issuer or otherwise) by any holder of a note in respect of any sum expressed to be 

due to it from the Issuer or the Guarantor will only constitute a discharge to the Issuer or the Guarantor to the extent 

of the dollar amount which the recipient is able to purchase with the amount so received or recovered in that other 

currency on the date of that receipt or recovery (or, if it is not practicable to make that purchase on that date, on the 

first date on which it is practicable to do so).  If that dollar amount is less than the dollar amount expressed to be due 

to the recipient under any note, the Issuer and the Guarantor will indemnify such holder against any loss sustained by 

it as a result; and if the amount of United States dollars so purchased is greater than the sum originally due to such 

holder, such holder will, by accepting a note, be deemed to have agreed to repay such excess.  In any event, the Issuer 

and the Guarantor will indemnify the recipient against the cost of making any such purchase. 

For the purposes of the preceding paragraph, it will be sufficient for the holder of a note to certify in a 

satisfactory manner (indicating the sources of information used) that it would have suffered a loss had an actual 

purchase of dollars been made with the amount so received in that other currency on the date of receipt or recovery 

(or, if a purchase of dollars on such date had not been practicable, on the first date on which it would have been 

practicable, it being required that the need for a change of date be certified in the manner mentioned above).  These 

indemnities constitute a separate and independent obligation from the other obligations of the Issuer and the Guarantor, 

will give rise to a separate and independent cause of action, will apply irrespective of any indulgence granted by any 

holder of a note and will continue in full force and effect despite any other judgment, order, claim or proof for a 

liquidated amount in respect of any sum due under any note. 

Certain Definitions 

The following is a summary of certain defined terms used in the indenture.  Reference is made to the indenture 

for the full definition of all such terms as well as other capitalized terms used herein for which no definition is provided. 

“Affiliate” means, with respect to any specified Person, (a) any other Person which, directly or indirectly, is 

in control of, is controlled by or is under common control with such specified Person or (b) any other Person who is a 

director or officer (i) of such specified Person, (ii) of any subsidiary of such specified Person or (iii) of any Person 

described in clause (a) above. For purposes of this definition, control of a Person means the power, direct or indirect, 

to direct or cause the direction of the management and policies of such Person whether by contract or otherwise, and 

the terms “controlling” and “controlled” have meanings correlative to the foregoing. 
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“Capital Stock” means, with respect to any Person, any and all shares of stock, interests, rights to purchase, 

warrants, options, participations or other equivalents of or interests in (however designated, whether voting or 

nonvoting), such person’s equity including any preferred stock, but excluding any debt securities convertible into or 

exchangeable for such equity.  

“Cash Equivalents” means: 

(1) Chilean pesos, United States dollars, or money in other currencies received in the ordinary 

course of business that are readily convertible into United States dollars; 

(2) any evidence of Debt with a maturity of one year or less issued or directly and fully 

guaranteed or insured by the Republic of Chile or the United States of America or any agency or 

instrumentality thereof, provided that the full faith and credit of the Republic of Chile or the United States of 

America is pledged in support thereof; 

(3) (i) demand deposits, (ii) time deposits and certificates of deposit with maturities of one 

year or less from the date of acquisition, (iii) bankers’ acceptances with maturities not exceeding one year 

from the date of acquisition, and (iv) overnight bank deposits, in each case with any bank or trust company 

organized or licensed under the laws of the Republic of Chile or any political subdivision thereof or the 

United States or any state thereof having capital, surplus and undivided profits in excess of U.S.$500.0 

million whose long-term debt is rated “AA-” (or such similar equivalent rating) or higher by at least one 

nationally recognized statistical rating organization (as defined under Rule 436 of the Securities Act); 

(4) (repurchase obligations with a term of not more than seven days for underlying securities 

of the type described in clauses (2) and (4) above entered into with any financial institution meeting the 

qualifications specified in clause (4) above; 

(5) commercial paper rated at least F-1 by Fitch or A-1 by S&P and maturing no later than one 

year after the date of acquisition; and 

(6) money market funds at least 95% of the assets of which consist of investments of the type 

described in clauses (1) through (5) above. 

“Change of Control” means: 

(1) the direct or indirect sale or transfer of all or substantially all the assets of LATAM Airlines 

Group S.A. and its Subsidiaries, taken as a whole, to any transferee Person other than the Permitted Holders, 

other than a transaction in which such transferee Person becomes the obligor in respect of the notes and a 

Subsidiary of the transferor of such assets; or 

(2) the consummation of any transaction (including, without limitation, by merger, 

consolidation, acquisition or any other means) as a result of which any “person” or “group” (as such terms 

are used for purposes of Sections 13(d) and 14(d) of the Exchange Act) other than the Permitted Holders is 

or becomes the “beneficial owner” (as such term is used in Rule 13d-3 under the Exchange Act), directly or 

indirectly, of more than 50% of the total voting power of the Voting Stock of LATAM Airlines Group S.A. 

“Change of Control Event” means the occurrence of both a Change of Control and a Ratings Decline.  

“Debt” means, with respect to any Person, without duplication: 

(1) the principal of and premium, if any, in respect of (a) indebtedness of such Person for 

money borrowed and (b) indebtedness evidenced by notes, debentures, bonds or other similar instruments 

for the payment of which such Person is responsible or liable; 

(2) all Finance Lease Obligations of such Person; 

(3) all obligations of such Person issued or assumed as the deferred purchase price of property, 

all conditional sale obligations of such Person and all obligations of such Person under any title retention 
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agreement (but excluding trade accounts payable or other short-term obligations to suppliers payable within 

180 days, in each case arising in the ordinary course of business); 

(4) all obligations of such Person for the reimbursement of any obligor on any letter of credit, 

banker’s acceptance or similar credit transaction (other than obligations with respect to letters of credit 

securing obligations (other than obligations described in clauses (1) through (3) above) entered into in the 

ordinary course of business of such Person to the extent such letters of credit are not drawn upon or, if and 

to the extent drawn upon, such drawing is reimbursed no later than the tenth business day following receipt 

by such Person of a demand for reimbursement following payment on the letter of credit); 

(5) all Hedging Obligations of such Person; 

(6) all obligations of the type referred to in clauses (1) through (4) of other Persons and all 

dividends of other Persons for the payment of which, in either case, such Person is responsible or liable, 

directly or indirectly, as obligor, guarantor or otherwise, including by means of any guarantee (other than 

obligations of other Persons that are customers or suppliers of such Person for which such Person is or 

becomes so responsible or liable in the ordinary course of business to (but only to) the extent that such Person 

does not, or is not required to, make payment in respect thereof); 

(7) all obligations of the type referred to in clauses (1) through (5) of other Persons secured by 

any Lien on any property or asset of such Person (whether or not such obligation is assumed by such Person), 

the amount of such obligation being deemed to be the lesser of the value of such property or assets or the 

amount of the obligation so secured; and 

(8) any other obligations of such Person which are required to be, or are in such Person’s 

financial statements, recorded or treated as debt under IFRS. 

“Default” means any event which is, or after notice or passage of time or both would be, an Event of Default.  

“Equity Offering” means a private or public offering for cash by the Guarantor or any direct or indirect parent 

of the Guarantor, as applicable, of its Capital Stock (in the case of any direct or indirect parent of the Guarantor, to 

the extent such cash proceeds are contributed to the Guarantor), other than (x) public offerings with respect to the 

Guarantor’s or any such direct or indirect parent’s, as applicable, Capital Stock registered on Form S-4, F-4 or S-8, or 

(y) an issuance to any Subsidiary or (z) any offering of Capital Stock issued in connection with a transaction that 

constitutes a Change of Control. 

“Finance Lease Obligations” means, with respect to any Person, any obligation which is required to be 

classified and accounted for as a finance lease on the face of a balance sheet of such Person prepared in accordance 

with IFRS; the amount of such obligation will be the capitalized amount thereof, determined in accordance with IFRS; 

and the Stated Maturity thereof will be the date of the last payment of rent or any other amount due under such lease 

prior to the first date upon which such lease may be terminated by the lessee without payment of a penalty. 

“Fitch” means Fitch Ratings, Ltd. and its successors. 

“Hedging Obligations” means, with respect to any Person, the obligations of such Person pursuant to any 

interest rate swap agreement, foreign currency exchange agreement, interest rate collar agreement, option or futures 

contract or other similar agreement or arrangement designed to protect such Person against changes in interest rates 

or foreign exchange rates. 

“holder” means the Person in whose name a note is registered in the register. 

“IFRS” means the International Financial Reporting Standards as issued by the International Accounting 

Standards Board. 

“Lien” means any mortgage, pledge, security interest, encumbrance, conditional sale or other title retention 

agreement or other similar lien. 
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“Marketable Securities” means publicly traded debt with a maturity or remaining maturity of one year or less 

that is listed for trading on a national securities exchange and that was issued by a corporation with debt securities 

rated at least “AA-” from S&P or “AA-” from Fitch. 

“Net Cash Proceeds” with respect to any issuance or sale of Capital Stock, means the cash proceeds of such 

issuance or sale, net of attorney’s fees, accountants’ fees, underwriters’ or placement agents’ fees, discounts or 

commissions and brokerage, consultants and other fees incurred in connection with such issuance or sale. 

“Permitted Holders” means any of (i) Enrique Cueto Plaza, Ignacio Cueto Plaza and Juan Jose Cueto Plaza; 

(ii) any spouse, descendent, heir, trust or estate of Enrique Cueto Plaza, Ignacio Cueto Plaza or Juan Jose Cueto Plaza; 

or (iii) any Person as to whom more than 50% of the total voting power of the Voting Stock of such Person is 

beneficially owned (as such term is used in Rule 13d-3 under the Exchange Act) by one or more of the Persons 

specified in clauses (i) and (ii). 

“Person” means an individual, a corporation, a partnership, a limited liability company, an association, a trust 

or any other entity, including a government or political subdivision or an agency or instrumentality thereof. 

“Rating Agency” means Standard & Poor’s or Fitch; or if Standard & Poor’s or Fitch, or both, are not making 

rating of the notes publicly available, an internationally recognized U.S. rating agency or agencies, as the case may 

be, selected by us, which will be substituted for Standard & Poor’s or Fitch, or both, as the case may be. 

“Ratings Decline” means that at any time within 90 days (which period shall be extended so long as the rating 

of the notes is under publicly announced consideration for possible downgrade by either Rating Agency) after the date 

of public notice of a Change of Control, or of our intention or that of any Person to effect a Change of Control, the 

then-applicable rating of the notes is decreased by each Rating Agency; provided that any such Ratings Decline results 

from a Change of Control. 

“Significant Subsidiary” means any Subsidiary of LATAM Airlines Group S.A. (or any successor) which at 

the time of determination either (a) had assets which, as of the date of LATAM Airlines Group S.A.’s (or such 

successor’s) most recent quarterly consolidated balance sheet, constituted at least 10% of LATAM Airlines Group 

S.A.’s (or such successor’s) total assets on a consolidated basis as of such date, or (b) had revenues for the 12-month 

period ending on the date of LATAM Airlines Group S.A.’s (or such successor’s) most recent quarterly consolidated 

statement of income which constituted at least 10% of LATAM Airlines Group S.A.’s (or such successor’s) total 

revenues on a consolidated basis for such period. 

“Standard & Poor’s” means Standard & Poor’s Ratings Services, a division of The McGraw-Hill Companies, 

Inc. 

“Stated Maturity” means, with respect to any security, the date specified in such security as the fixed date on 

which the principal of such security is due and payable, including pursuant to any mandatory redemption provision 

(but excluding any provision providing for the repurchase of such security at the option of the holder thereof upon the 

happening of any contingency unless such contingency has occurred). 

“Subsidiary” means, in respect of any specified Person, any corporation, association, partnership or other 

business entity of which more than 50% of the total voting power of shares of Capital Stock or other interests 

(including partnership interests) entitled (without regard to the occurrence of any contingency) to vote in the election 

of directors, managers or trustees thereof is at the time owned or controlled, directly or indirectly, by such Person; 

provided that TAM S.A. and its Subsidiaries shall be deemed to be Subsidiaries of the Guarantor for so long as the 

Guarantor is required to consolidate TAM S.A. and its Subsidiaries in the Guarantor’s consolidated financial 

statements pursuant to International Financial Reporting Standards (“IFRS”) or any other accounting standards 

applicable to the Guarantor, as in effect from time to time. 

“CMF” means the Chilean Financial Markets Commission (Comision para el Mercado Financiero), together 

with all predecessor agencies and commissions, including, without limitation, the Superintendencia de Valores y 

Seguros. 
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“Voting Stock” means, with respect to any Person, Capital Stock of any class or kind ordinarily having the 

power to vote for the election of directors, managers or other voting members of the governing body of such Person. 
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FORM OF THE NOTES 

Notes sold in offshore transactions in reliance on Regulation S will be represented by a permanent global 

note or notes in fully registered form without interest coupons (the “Regulation S Global Note”) and will be registered 

in the name of a nominee of DTC and deposited with a custodian for DTC. Notes sold in reliance on Rule 144A will 

be represented by a permanent global note or notes in fully registered form without interest coupons (the “Restricted 

Global Note” and, together with the Regulation S Global Note, the “global notes”) and will be deposited with a 

custodian for DTC and registered in the name of a nominee of DTC. 

The notes will be subject to certain restrictions on transfer as described in “Transfer Restrictions.” On or 

prior to the 40th day after the later of the commencement of this offering and the closing date of this offering, a 

beneficial interest in the Regulation S Global Note may be transferred to a person who takes delivery in the form of 

an interest in the Restricted Global Note only upon receipt by the principal paying agent of a written certification from 

the transferor (in the form provided in the indenture) to the effect that such transfer is being made to a person whom 

the transferor reasonably believes to be a “qualified institutional buyer” within the meaning of Rule 144A in a 

transaction meeting the requirements of Rule 144A and in accordance with any applicable securities laws of any state 

of the United States or any other jurisdiction (a “Restricted Global Note Certificate”). After such 40th day, this 

certification requirement will no longer apply to such transfers. Beneficial interests in the Restricted Global Note may 

be transferred to a person who takes delivery in the form of an interest in the Regulation S Global Note, whether 

before, on or after such 40th day, only upon receipt by the principal paying agent of a written certification from the 

transferor (in the form provided in the indenture) to the effect that such transfer is being made in accordance with Rule 

903 or Rule 904 of Regulation S or Rule 144A under the Securities Act (a “Regulation S Global Note Certificate”). 

Any beneficial interest in one of the global notes that is transferred to a person who takes delivery in the form of an 

interest in the other global note will, upon transfer, cease to be an interest in such global note and become an interest 

in the other global note and, accordingly, will thereafter be subject to all transfer restrictions and other procedures 

applicable to beneficial interests in such other global note for as long as it remains an interest. 

Except in the limited circumstances described under “— Global Notes,” owners of the beneficial interests in 

global notes will not be entitled to receive physical delivery of individual definitive notes. The notes are not issuable 

in bearer form. 

Global Notes 

Upon the issuance of the Regulation S Global Note and the Restricted Global Note, DTC will credit, on its 

internal system, the respective principal amount of the individual beneficial interests represented by such global note 

to the accounts of persons who have accounts with DTC. Such accounts initially will be designated by or on behalf of 

the initial purchasers. Ownership of beneficial interests in a global note will be limited to persons who have accounts 

with DTC (“DTC Participants”) or persons who hold interests through DTC Participants. Ownership of beneficial 

interests in the global notes will be shown on, and the transfer of that ownership will be effected only through, records 

maintained by DTC or its nominee (with respect to interests of DTC Participants) and the records of DTC Participants 

(with respect to interests of persons other than DTC Participants). 

So long as DTC, or its nominee, is the registered owner or holder of a global note, DTC or such nominee, as 

the case may be, will be considered the sole owner or holder of the notes represented by such global note for all 

purposes under the indenture and the notes. Unless DTC notifies us that it is unwilling or unable to continue as 

depositary for a global note, or ceases to be a “clearing agency” registered under the Exchange Act, or any of the notes 

becomes immediately due and payable in accordance with “Description of the Notes — Events of Default,” owners 

of beneficial interests in a global note will not be entitled to have any portions of such global note registered in their 

names, will not receive or be entitled to receive physical delivery of notes in individual definitive form and will not 

be considered the owners or holders of the global note (or any notes represented thereby) under the indenture or the 

notes. In addition, no beneficial owner of an interest in a global note will be able to transfer that interest except in 

accordance with DTC’s applicable procedures (in addition to those under the indenture referred to herein and, if 

applicable, those of Euroclear and Clearstream, Luxembourg). 

Investors may hold interests in the notes through Euroclear or Clearstream, Luxembourg, if they are 

participants in such systems. Euroclear and Clearstream, Luxembourg will hold interests in the notes on behalf of their 

account holders through customers’ securities accounts in their respective names on the books of their respective 
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depositaries, which, in turn, will hold such interests in the notes in customers’ securities accounts in the depositaries’ 

names on the books of DTC.  

Payments of the principal of and interest on global notes will be made to DTC or its nominee as the registered 

owner thereof. Neither we nor the trustee nor any initial purchaser will have any responsibility or liability for any 

aspect of the records relating to or payments made on account of beneficial ownership interests in the global notes or 

for maintaining, supervising or reviewing any records relating to such beneficial ownership interests.  

We anticipate that DTC or its nominee, upon receipt of any payment of principal or interest in respect of a 

global note representing any notes held by its nominee, will credit DTC Participants’ accounts with payments in 

amounts proportionate to their respective beneficial interests in the principal amount of such global note as shown on 

the records of DTC or its nominee. We also expect that payments by DTC Participants to owners of beneficial interests 

in such global note held through such DTC Participants will be governed by standing instructions and customary 

practices, as is now the case with securities held for the accounts of customers registered in the names of nominees 

for such customers. Such payments will be the responsibility of such DTC Participants. 

Transfers between DTC Participants will be effected in accordance with DTC’s procedures, and will be 

settled in same-day funds. The laws of some jurisdictions require that certain persons take physical delivery of 

securities in definitive form. Consequently, the ability to transfer beneficial interests in a global note to such persons 

may be limited. Because DTC can only act on behalf of DTC Participants, who in turn act on behalf of indirect 

participants, the ability of a person having a beneficial interest in a global note to pledge such interest to persons or 

entities that do not participate in the DTC system, or otherwise take actions in respect of such interest, may be affected 

by the lack of a physical individual definitive certificate in respect of such interest. Transfers between accountholders 

in Euroclear and Clearstream, Luxembourg will be effected in the ordinary way in accordance with their respective 

rules and operating procedures.  

Subject to compliance with the transfer restrictions available to the notes described above, cross-market 

transfers between DTC Participants, on the one hand, and directly or indirectly through Euroclear or Clearstream, 

Luxembourg account holders, on the other hand, will be effected at DTC in accordance with DTC rules on behalf of 

Euroclear or Clearstream, Luxembourg, as the case may be, by its respective depositary; however, such cross-market 

transactions will require delivery of instructions to Euroclear or Clearstream, Luxembourg, as the case may be, by the 

counterparty in such system in accordance with its rules and procedures and within its established deadlines. Euroclear 

or Clearstream, Luxembourg, as the case may be, will, if the transaction meets its settlement requirements, deliver 

instructions to its respective depositary to take action to effect final settlement on its behalf by delivering or receiving 

interests in the Regulation S Global Note in DTC, and making or receiving payment in accordance with normal 

procedures for same day funds settlement applicable to DTC. Euroclear and Clearstream, Luxembourg account holders 

may not deliver instructions directly to the depositaries for Euroclear or Clearstream, Luxembourg. 

Because of time zone differences, the securities account of a Euroclear or Clearstream, Luxembourg account 

holder purchasing an interest in a global note from a DTC Participant will be credited during the securities settlement 

processing day (which must be a business day for Euroclear or Clearstream, Luxembourg, as the case may be) 

immediately following the DTC settlement date and such credit of any transactions in interests in a global note settled 

during such processing day will be reported to the relevant Euroclear or Clearstream, Luxembourg accountholder on 

such day. Cash received in Euroclear or Clearstream, Luxembourg as a result of sales of interests in a global note by 

or through a Euroclear or Clearstream, Luxembourg account holder to a DTC Participant will be received for value 

on the DTC settlement date but will be available in the relevant Euroclear or Clearstream, Luxembourg cash account 

only as of the business day following settlement in DTC. DTC has advised that it will take any action permitted to be 

taken by holder of notes (including the presentation of notes for exchange as described below) only at the direction of 

one or more DTC Participants to whose account or accounts with DTC interests in the global notes are credited and 

only in respect of such portion of the aggregate principal amount of the notes as to which such DTC Participant or 

DTC Participants has or have given such direction. However, in the limited circumstances described below, DTC will 

exchange the global notes for individual definitive notes (in the case of notes represented by the Restricted Global 

Note, bearing a restrictive legend), which will be distributed to its participants. Holders of indirect interests in the 

global notes through DTC Participants have no direct rights to enforce such interests while the notes are in global 

form. 
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The giving of notices and other communications by DTC to DTC Participants, by DTC Participants to persons 

who hold accounts with them and by such persons to holders of beneficial interests in a global note will be governed 

by arrangements between them, subject to any statutory or regulatory requirements as may exist from time to time.  

DTC has advised as follows: DTC is a limited purpose trust company organized under the laws of the State 

of New York, a member of the Federal Reserve System, a “clearing corporation” within the meaning of the Uniform 

Commercial Code and a “Clearing Agency” registered pursuant to the provisions of Section 17A of the Exchange Act. 

DTC was created to hold securities for DTC Participants and to facilitate the clearance and settlement of securities 

transactions between DTC Participants through electronic book-entry changes in accounts of DTC Participants, 

thereby eliminating the need for physical movement of certificates. DTC Participants include security brokers and 

dealers, banks, trust companies and clearing corporations and may include certain other organizations. Indirect access 

to the DTC system is available to others such as banks, brokers, dealers and trust companies that clear through or 

maintain a custodial relationship with a DTC Participant, either directly or indirectly (“indirect participants”). 

Although DTC, Euroclear and Clearstream, Luxembourg have agreed to the foregoing procedures in order 

to facilitate transfers of interests in the Regulation S Global Note and in the Restricted Global Note among participants 

and accountholders of DTC, Clearstream, Luxembourg and Euroclear, they are under no obligation to perform or 

continue to perform such procedures, and such procedures may be discontinued at any time. Neither we nor the trustee 

will have any responsibility for the performance of DTC, Euroclear or Clearstream, Luxembourg or their respective 

participants, indirect participants or accountholders of their respective obligations under the rules and procedures 

governing their operations.  

Individual Definitive Notes 

If (1) DTC or any successor to DTC is at any time unwilling or unable to continue as a depositary and a 

successor depositary is not appointed by us within 90 days or (2) any of the notes has become immediately due and 

payable in accordance with “Description of the Notes — Events of Default,” the Issuer will issue individual definitive 

notes in registered form in exchange for the Regulation S Global Note and the Restricted Global Note, as the case may 

be. Upon receipt of such notice from DTC or the paying agent, as the case may be, the Issuer will use its best efforts 

to make arrangements with DTC for the exchange of interests in the global notes for individual definitive notes and 

cause the requested individual definitive notes to be executed and delivered to the registrar in sufficient quantities and 

authenticated by the registrar for delivery to holders. Persons exchanging interests in a global note for individual 

definitive notes will be required to provide the registrar with (a) written instruction and other information required by 

us and the registrar to complete, execute and deliver such individual definitive notes and (b) in the case of an exchange 

of an interest in a Restricted Global Note, certification that such interest is not being transferred or is being transferred 

only in compliance with Rule 144A under the Securities Act. In all cases, individual definitive notes delivered in 

exchange for any global note or beneficial interests therein will be registered in the names, and issued in any approved 

denominations, requested by DTC. 

In the case of individual definitive notes issued in exchange for the Restricted Global Note, such individual 

definitive notes will bear, and be subject to, the legend described in “Transfer Restrictions” (unless we determine 

otherwise in accordance with applicable law). The holder of a restricted individual definitive note may transfer such 

note, subject to compliance with the provisions of such legend, as provided in “Description of the Notes.” Such legend 

will only be removed at the option of the Issuer or, in the case of Regulation S notes, 40 days after the later of (a) the 

date the notes are offered to persons other than distributors (as defined in Regulation S) and (b) the original issuance 

date of the notes. Before any individual definitive note may be transferred to a person who takes delivery in the form 

of an interest in any global note, the transferor will be required to provide the principal paying agent with a Restricted 

Global Note Certificate or a Regulation S Global Note Certificate, as the case may be. 

Individual definitive notes will not be eligible for clearing and settlement through Euroclear, Clearstream, 

Luxembourg or DTC. 
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TAXATION  

The following discussion, subject to the limitations set forth below, describes material Cayman Islands, 

Chilean and United States tax considerations relating to your ownership and disposition of the notes. This discussion 

does not purport to be a complete analysis of all tax considerations in the Cayman Islands, Chile and the United States, 

and does not address tax treatment of holders of notes under the laws of other countries or taxing jurisdictions. Holders 

of notes who are resident in countries other than the Cayman Islands and the United States along with holders that are 

resident in those countries, are urged to consult with their own tax advisors as to which countries’ tax laws could be 

relevant to them. 

Prospective investors should consult their professional advisers on the possible tax consequences of buying, 

holding or selling any notes under the laws of their country of citizenship, residence or domicile.  

Cayman Islands Tax Considerations 

The following is a discussion on certain Cayman Islands income tax consequences of an investment in the 

notes. The discussion is a general summary of present law, which is subject to prospective and retroactive change. It 

is not intended as tax advice, does not consider any investor’s particular circumstances, and does not consider tax 

consequences other than those arising under Cayman Islands law. 

Under existing Cayman Islands laws, payments of interest and principal on the notes will not be subject to 

taxation in the Cayman Islands and no withholding will be required on the payment of interest and principal to any 

holder of the notes, nor will gains derived from the disposal of the notes be subject to Cayman Islands income or 

corporation tax. The Cayman Islands currently have no income, corporation or capital gains tax and no estate duty, 

inheritance tax or gift tax. 

No stamp duty is payable in respect of the issue of the notes. An instrument of transfer in respect of a note is 

stampable if executed in or brought into the Cayman Islands. 

The Issuer has been incorporated under the laws of the Cayman Islands as an exempted company with limited 

liability and, as such, has applied for and obtained an undertaking from the Governor in Cabinet of the Cayman Islands 

in the following form: 

The Tax Concessions Law 

2011 Revision 

Undertaking as to Tax Concessions 

In accordance with Section 6 of The Tax Concession Law (2011 Revision), the Governor in Cabinet 

undertakes with LATAM Finance Limited (the “Issuer”). 

1. That no law which is hereafter enacted in the Islands imposing any tax to be levied on profits, income, 

gains or appreciations shall apply to the Issuer or its operations. 

2. In addition, that no tax to be levied on profits, income, gains or appreciations or which is in the nature 

of estate duty or inheritance tax shall be payable: 

2.1  on or in respect of the shares, debentures or other obligations of the Issuer; or 

2.2  by way of the withholding in whole or part, of any relevant payment as defined in Section 6(3) of 

the Tax Concessions Law (2011 Revision). 
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3. These concessions shall be for a period of twenty years from the 8th day of November, 2016. 

Chilean Tax Considerations 

The following is a general summary of the material consequences under Chilean tax law, as currently in effect, 

of an investment in the notes made by a Foreign Holder (as defined below). The summary which follows does not 

purport to be a comprehensive description of all of the tax considerations that may be relevant to a decision to purchase, 

own or dispose of notes by a Foreign Holder and does not purport to deal with the tax consequences applicable to all 

categories of investors, some of which may be subject to special rules. Holders of notes are advised to consult their 

own tax advisors concerning the Chilean and other tax consequences of the ownership of the notes. 

For purposes of this summary, the term “Foreign Holder” means either (i) in the case of an individual, a 

person who is not resident or domiciled in Chile (for purposes of Chilean taxation, (a) an individual holder is resident 

in Chile if he or she has remained in Chile for more than six consecutive months in one calendar year, or a total of 

more than six consecutive months in two consecutive fiscal years and (b) an individual is domiciled in Chile if he or 

she resides in Chile with the actual or presumptive intent of staying in Chile (such intention to be evidenced by 

circumstances such as the acceptance of employment in Chile or the relocation of one’s family to Chile)); or (ii) in 

the case of a legal entity, a legal entity that is not organized under the laws of Chile, unless the notes are assigned to 

a branch or a permanent establishment of such entity in Chile. 

The summary that follows is based on Chilean law, as in effect on the date of this offering memorandum, and 

is subject to any changes in these or other laws occurring after such date, possibly with retroactive effect. Under 

Chilean law, provisions contained in statutes such as tax rates applicable to foreign investors, the computation of 

taxable income for Chilean purposes and the manner in which Chilean taxes are imposed and collected may be 

amended only by another law. In addition, the Chilean tax authorities enact rulings and regulations of either general 

or specific application and interpret the provisions of the Chilean Income Tax Law. Chilean tax may not be assessed 

retroactively against taxpayers who act in good faith relying on such rulings, regulations and interpretations, but 

Chilean tax authorities may change their rulings, regulations and interpretations in the future. 

Payments of interest, principal or premium made by the guarantor 

In the case the guarantor is required to make payments under the notes (including principal, interest and 

premium) to a Foreign Holder, such payments may be exempt of withholding tax under Article 6 of Decree-Law No. 

2,564 of 1979. In the event the payments do not qualify under the referred provision, such payments may be subject 

to a withholding tax of up to 35%. 

In the case the guarantor is required to make any payment in connection with the notes to a Foreign Holder, 

the guarantor has agreed, subject to specific exceptions and limitations, to pay to the Foreign Holders of the notes 

certain additional amounts in respect of the Chilean withholding taxes mentioned above in order that the interest or 

premium the Foreign Holder receives, net of such taxes, equals the amount which would have been received by such 

Foreign Holder in the absence of such withholding taxes. See “Description of the Notes—Additional Amounts.” 

Stamp Tax 

The initial issuance of the notes is not subject to Chilean stamp tax. 

U.S. Income Tax Considerations 

The following summary describes certain U.S. federal income tax consequences of the acquisition, ownership 

and disposition of a note by a U.S. Holder (as defined below) whose functional currency is the U.S. dollar that acquires 

the note in the initial offering from the initial purchasers at the issue price of the notes (the first price at which a 

substantial amount of the notes is sold for money to investors) and holds it as a capital asset. 

This summary does not address all aspects of U.S. federal income taxation that may be applicable to 

particular U.S. Holders, including, among others, insurance companies, tax-exempt organizations, regulated 

investment companies, real estate investment trusts, U.S. Holders (as defined below) that have a “functional 

currency” other than the U.S. dollar, persons holding notes as part of a hedging, integrated, conversion or 
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constructive sale transaction or a straddle, financial institutions, brokers, dealers in securities or currencies, traders 

that elect to mark-to-market their securities and certain expatriates, former long-term residents of the United 

States, or U.S. Holders that own (directly or through attribution) 10% or more of the stock, by vote or value , of 

the Issuer. In addition, this summary does not address the Medicare tax or alternative minimum tax consequences, 

or the consequences under the tax laws of any state, locality or other political subdivision of the United States or 

other countries and jurisdictions, to U.S. Holders of the acquisition, ownership and disposition of a note.  

The discussion below is based on the Internal Revenue Code of 1986, as amended, U.S. Treasury 

regulations thereunder, and judicial and administrative interpretations thereof, all as in effect as of the date of this 

offering memorandum and any of which may at any time be repealed, revoked or modified or subject to differing 

interpretations, potentially retroactively, so as to result in U.S. federal income tax consequences different from 

those discussed below. In addition, there can be no assurances that the Internal Revenue Service (the “IRS”) would 

not assert, or that a U.S. court would not uphold, positions concerning the U.S. federal income tax consequences 

of a U.S. Holder’s acquisition, ownership or disposition of a note that are contrary to the discussion below.  

As used herein, the term “U.S. Holder” means a beneficial owner of a note that is for U.S. federal income tax 

purposes: (i) an individual who is a citizen or resident of the United States; (ii) a corporation or other entity treated as 

a corporation for U.S. federal income tax purposes created or organized in or under the laws of the United States, any 

state thereof or the District of Columbia; (iii) an estate, the income of which is subject to U.S. federal income taxation 

regardless of its source; (iv) a trust if a court within the United States is able to exercise primary jurisdiction over the 

administration of the trust and one or more United States persons for U.S. federal income tax purposes have authority 

to control all substantial decisions of the trust. 

If an entity or arrangement treated as a partnership for U.S. federal income tax purposes holds a note, the U.S. 

federal income tax treatment of a partner will generally depend upon the status of the partner and the activities of the 

partnership. Therefore, such a partnership holding a note and its partners should consult their own tax advisors 

regarding the U.S. federal income tax consequences of the acquisition, ownership and disposition of a note. 

Prospective purchasers should consult their own tax advisors as to the particular tax considerations relevant in 

their particular circumstances relating to the purchase, ownership and disposition of the notes, including the 

applicability of any U.S. federal, state, or local tax laws, or non-U.S. tax laws, any changes in applicable tax laws and 

any pending or proposed legislation or regulations. 

Prospective purchasers of the notes should consult their tax advisors concerning the tax consequences of 

holding notes in light of their particular circumstances. 

Special Rules Applicable to Certain Accrual Method Taxpayers 

Pursuant to recent legislation, (which would only apply in the case of debt instruments issued with original 

issue discount for U.S. federal income tax purposes, for taxable years beginning after 31 December 2018) an accrual 

method taxpayer that reports revenues on an "applicable financial statement" generally must recognize income for 

U.S. federal income tax purposes no later than the taxable year in which such income is taken into account as revenue 

in the applicable financial statements. This rule could potentially require such a taxpayer to recognize income for U.S. 

federal income tax purposes with respect to a note prior to the time such income otherwise would be recognized 

pursuant to the rules described below. U.S. Holders should consult their tax advisors regarding the potential 

applicability of these rules to their investment in notes. 

Characterization of the Notes 

Although the issue is not free from doubt, the Issuer and Guarantor intend to treat the notes as indebtedness 

for U.S. federal income tax purposes. This position is binding on a U.S. Holder under the Code unless such U.S. 

Holder discloses its contrary position in a manner required by applicable U.S. Treasury regulations. However, this 

position is not binding on the IRS, and if the IRS were successfully to take a different position, then the timing and 

character of a U.S. Holder’s income inclusions with respect to the notes may be different than those described herein. 

For example, if the IRS were successful in treating the notes as equity of the Issuer, then, depending on (among other 

things), whether the Issuer is classified as a “passive foreign investment company” for U.S. federal income tax 

consequences, U.S. Holders may be subject to adverse U.S. federal income tax consequences, potentially including 
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additional taxes on gain from the sale of the notes, and certain additional information reporting obligations. U.S. 

Holders should consult their tax advisors regarding the potential consequences if the notes are characterized for U.S. 

federal income tax purposes as other than debt. The remainder of this discussion assumes that the notes are properly 

treated as debt.  

Taxation of interest and additional amounts 

In general, interest paid or payable on a note (including Additional Amounts, if any) will be taxable to a U.S. 

Holder as ordinary interest income as received or accrued, in accordance with the U.S. Holder’s method of accounting 

for U.S. federal income tax purposes.  It is anticipated, and this discussion assumes, that the notes will be issued with 

no more than a de minimis amount of original issue discount (generally, 0.0025 multiplied by the stated principal 

amount and the number of complete years to maturity from the issue date). If, however, the notes are issued for an 

amount less than the principal amount and the difference is more than a de minimis amount, a U.S. Holder will be 

required to include the difference in income as original issue discount in accordance with a constant-yield method. A 

U.S. Holder is urged to consult its own tax advisor in the event the notes are issued with original issue discount. 

Foreign tax credit 

A U.S. Holder may, subject to certain limitations, be eligible to claim a credit or deduction in respect of any 

non-U.S. taxes that are withheld from payments on the notes for purposes of computing its U.S. federal income tax 

liability. Interest received or accrued on the notes and Additional Amounts generally will constitute foreign source of 

income to U.S. Holders for U.S. foreign tax credit purposes. The rules relating to foreign tax credits are complex and 

U.S. Holders should consult their own tax advisors with regard to the availability of foreign tax credits and the 

application of the foreign tax credit rules to their particular situation. See discussion above under “Chilean Tax 

Consequences—Payments of interest, principal or premium made by the guarantor” regarding whether Chilean 

withholding tax may apply. 

Sale, exchange, redemption, retirement at maturity or other taxable disposition of the notes 

Upon the sale, exchange, redemption, retirement at maturity or other taxable disposition of a note, a U.S. 

Holder generally will recognize taxable gain or loss equal to the difference between the amount of cash and the fair 

market value of any property received on the disposition (except to the extent the cash or property received is 

attributable to accrued and unpaid interest not previously included in income, which is treated like a payment of 

interest) and the U.S. Holder’s adjusted tax basis in the note. A U.S. Holder’s adjusted tax basis in a note generally will 

equal the amount paid for the note. 

Gain or loss that a U.S. Holder recognizes upon the sale, exchange, redemption, retirement or other disposition 

of a note generally will be U.S. source capital gain or loss and will be long term capital gain or loss if, at the time of 

the disposition, the U.S. Holder’s holding period for the note is more than one year. The deductibility of capital losses 

by corporate and non-corporate U.S. Holders is subject to limitations. Prospective investors should consult their own 

tax advisors as to the U.S. federal income tax and foreign tax credit implications of such sale, redemption, retirement 

or other disposition of a note. 

Information reporting and backup withholding 

Information returns may be filed with the IRS in connection with payments of principal and interest in respect 

of, and the proceeds from certain sales of, notes held by a U.S. Holder unless the U.S. Holder establishes that it is 

exempt from the information reporting rules. If a U.S. Holder does not establish that it is exempt from these rules, the 

U.S. Holder may be subject to backup withholding on these payments if it fails to provide its taxpayer identification 

number or otherwise comply with the backup withholding rules. The amount of any backup withholding from a 

payment to a U.S. Holder will be allowed as a credit against the U.S. Holder’s U.S. federal income tax liability and 

may entitle the U.S. Holder to a refund, provided that the required information is timely furnished to the IRS. 

U.S. Holders should consult their own tax advisors regarding any reporting obligations they may have as a 

result of their acquisition, ownership or disposition of notes. Failure to comply with certain reporting obligations could 

result in the imposition of substantial penalties.  
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PLAN OF DISTRIBUTION 

Subject to the terms and conditions contained in a purchase agreement between us and the initial purchasers 

named in the table below, the Issuer has agreed to sell to the initial purchasers, and each of the initial purchasers has 

agreed, severally and not jointly, to purchase from the Issuer, the principal amount of the notes that appears opposite 

its name in the table below.   

 

Initial purchasers 

Principal amount 

of notes 

Goldman Sachs & Co. LLC ..................................................................................................  U.S.$240,000,000  

J.P. Morgan Securities LLC ..................................................................................................  U.S.$240,000,000  

BNP Paribas Securities Corp. ................................................................................................  U.S.$30,000,000    

Credit Suisse Securities (USA) LLC .....................................................................................  U.S.$30,000,000    

Deutsche Bank Securities Inc. ...............................................................................................  U.S.$30,000,000   

Santander Investment Securities Inc. ....................................................................................  U.S.$30,000,000   

Total ......................................................................................................................................  U.S.$600,000,000  

 

The purchase agreement provides that the obligations of the initial purchasers to purchase the notes offered 

hereby are subject to certain conditions precedent and that the initial purchasers will purchase all of the notes offered 

hereby if any of the notes are purchased. The purchase agreement also provides that if an initial purchaser defaults, 

the purchase commitments of the non-defaulting initial purchasers may be increased or the offering may be terminated. 

The initial purchasers may offer and sell notes through certain of their affiliates.  

The Issuer and the Guarantor have agreed to indemnify the initial purchasers against certain liabilities, 

including liabilities under the Securities Act, and to contribute to payments the initial purchasers may be required to 

make in respect of any of these liabilities. The representatives have advised us that the initial purchasers propose 

initially to offer the notes at the offering price set forth on the cover page of this offering memorandum. After the 

initial offering, the initial purchasers may change the offering price and other selling terms of the notes. The offering 

of the notes by the initial purchasers is subject to receipt and acceptance and the initial purchasers reserve the right to 

withdraw, cancel or modify offers of Notes and to reject orders in whole or in part. 

The securities covered hereby have not been, and will not be registered, under the Securities Act, and may 

not be offered or sold within the United States or to, or for the account or benefit of, U.S. persons (i) as part of their 

distribution at any time or (ii) otherwise until 40 days after the later of the commencement of the offering and the date 

of closing of the offering, except in the United States to qualified institutional buyers (as defined in Rule 144A) 

pursuant to Rule 144A under the Securities Act; and outside the United States, to certain persons, other than U.S. 

persons, in offshore transactions meeting the requirements of Regulation S under the Securities Act.  Additional 

restrictions on the offer and sale of the securities are described in the offering memorandum for the securities.  Terms 

used in this paragraph have the meanings given to them by Regulation S.  In addition, until 40 days following the 

commencement of this offering, an offer or sale of Notes within the United States by a dealer (whether or not 

participating in the offering) may violate the registration requirements of the Securities Act unless the dealer makes 

the offer or sale in compliance with Rule 144A or another exemption from registration under the Securities Act. Each 

purchaser will be deemed to have made acknowledgments, representations and agreements as described under 

“Transfer Restrictions.” 

No Sale of Similar Securities 

The Issuer and the Guarantor have agreed that, during the period commencing on the date of this offering 

memorandum and ending on the date of delivery of the notes, the Issuer and the Guarantor will not, without the prior 

written consent of the initial purchasers, offer, sell, contract to sell, pledge, dispose of or enter into any transaction 

which is designed to, or might reasonably be expected to, result in the disposition (whether by actual disposition or 

effective economic disposition due to cash settlement or otherwise) by the Issuer or the Guarantor or any of our 

affiliates or any person in privity with the Issuer or the Guarantor or any of our affiliates, directly or indirectly, or 

announce the offering, any debt securities issued or guaranteed by the Issuer or the Guarantor (other than (i) the notes 



 

 - 61 -  

 

or (ii) any equipment notes, pass through certificates, equipment trust certificates or equipment purchase certificates 

secured by aircraft owned by the Guarantor (or rights relating thereto)). 

New Issue of Securities 

The notes are a new issue of securities with no established trading market. The initial purchasers may make 

a market in the notes after completion of the offering, but will not be obligated to do so, and may discontinue any 

market-making activities at any time without notice. Neither we nor the initial purchasers can provide any assurance 

as to the liquidity of the trading market for the notes or that an active public market for the notes will develop. If an 

active public trading market for the notes does not develop, the market price and liquidity of the notes may be adversely 

affected. 

Stabilization Transactions 

In connection with the offering of the notes, the initial purchasers or persons acting on their behalf may 

engage in over-allotment and stabilizing transactions. Over-allotment involves sales in excess of the offering size, 

which creates a short position for the initial purchaser. Stabilizing transactions involve bids to purchase the notes in 

the open market for the purpose of pegging, fixing or maintaining the price of the notes. If the initial purchasers engage 

in stabilizing covering transactions, they may discontinue them at any time. Stabilizing transactions may cause the 

price of the notes to be higher than it would otherwise be in the absence of those transactions. 

Short Positions 

In connection with the offering, the initial purchasers may purchase and sell the notes in the open market. 

These transactions may include short sales and purchases on the open market to cover positions created by short sales. 

Short sales involve the sale by the initial purchasers of a greater principal amount of notes than they are required to 

purchase in the offering. The initial purchasers must close out any short position by purchasing notes in the open 

market. A short position is more likely to be created if the initial purchasers are concerned that there may be downward 

pressure on the price of the notes in the open market after pricing that could adversely affect investors who purchase 

in the offering. 

Similar to other purchase transactions, the initial purchasers’ purchases to cover the syndicate short sales may 

have the effect of raising or maintaining the market price of the notes or preventing or retarding a decline in the market 

price of the notes. As a result, the price of the notes may be higher than the price that might otherwise exist in the open 

market. 

Neither we nor any of the initial purchasers make any representation or prediction as to the direction or 

magnitude of any effect that the transactions described above may have on the price of the notes. In addition, neither 

we nor any of the initial purchasers make any representation that the representatives will engage in these transactions 

or that these transactions, once commenced, will not be discontinued without notice. 

Relationships with the Initial Purchasers 

Some of the initial purchasers and their respective affiliates have engaged in, and may in the future engage 

in, investment banking and other commercial dealings in the ordinary course of business with LATAM Airlines Group 

and its affiliates. They have received, or may in the future receive, customary fees and commissions for these 

transactions.  Certain of the initial purchasers are lenders under certain of LATAM’s existing credit facilities.   

In addition, in the ordinary course of their business activities, the initial purchasers and their affiliates may 

make or hold a broad array of investments and actively trade debt and equity securities (or related derivative securities) 

and financial instruments (including bank loans) for their own account and for the accounts of their customers. Such 

investments and securities activities may involve securities and/or instruments of LATAM Airlines Group and its 

affiliates.  Certain of the initial purchasers or their affiliates have a lending relationship with LATAM, certain of those 

initial purchasers or their affiliates routinely hedge, and certain of those initial purchasers or their affiliates may hedge 

their credit exposure to us consistent with their customary risk management policies. Typically, these initial purchasers 

and their affiliates would hedge such exposure by entering into transactions which consist of either the purchase of 

credit default swaps or the creation of short positions in our securities, including potentially the notes offered hereby. 
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Any such credit default swaps or short positions could adversely affect future trading prices of the notes offered 

hereby. 

The initial purchasers and their affiliates may also make investment recommendations and/or publish or 

express independent research views in respect of such securities or financial instruments and may hold, or recommend 

to clients that they acquire, long and/or short positions in such securities and instruments. 

Sales Outside the United States 

None of the Issuer, the Guarantor or the initial purchasers are making an offer to sell, or seeking offers to 

buy, the notes in any jurisdiction where the offer and sale is not permitted. You must comply with all applicable laws 

and regulations in force in any jurisdiction in which you purchase, offer or sell the notes or possess or distribute this 

offering memorandum, and you must obtain any consent, approval or permission required for your purchase, offer or 

sale of the notes under the laws and regulations in force in any jurisdiction to which you are subject or in which you 

make such purchases, offers or sales. Neither we nor the initial purchasers will have any responsibility therefor. 

Chile 

Pursuant to Law No. 18,045 of Chile (the securities market law of Chile) and Rule (Norma de Carácter 

General) No. 336, dated June 27, 2012, issued by the CMF, the notes may be privately offered in Chile to certain 

“qualified investors” identified as such by CMF Rule 336 (which in turn are further described in Rule N°. 216, dated 

June 12, 2008, of the CMF). 

CMF Rule 336 requires the following information to be provided to prospective investors in Chile: 

1. Date of commencement of the offer: January 28, 2019.  The offer of the notes is subject to Rule (Norma 

de Carácter General) No. 336, dated June 27, 2012, issued by the CMF. 

2. The subject matter of this offer are securities not registered with the Securities Registry (Registro de 

Valores) of the CMF, nor with the foreign securities registry (Registro de Valores Extranjeros) of the 

CMF, due to the notes not being subject to the oversight of the CMF. 

3. Since the notes are not registered in Chile there is no obligation by the issuer to make publicly available 

information about the notes in Chile. 

4. The notes shall not be subject to public offering in Chile unless registered with the relevant Securities 

Registry of the CMF. 

Información a los Inversionistas Chilenos 

De conformidad con la ley N° 18.045, de mercado de valores y la Norma de Carácter General N° 336 (la 

“NCG 336”), de 27 de junio de 2012, de la CMF, los bonos pueden ser ofrecidos privadamente a ciertos 

“inversionistas calificados,” a los que se refiere la NCG 336 y que se definen como tales en la Norma de Carácter 

General N° 216, de 12 de junio de 2008, de la CMF. 

La siguiente información se proporciona a potenciales inversionistas de conformidad con la NCG 336: 

1. La oferta de los bonos comienza el 28 de Enero, 2019, y se encuentra acogida a la Norma de Carácter 

General N° 336, de fecha 27 de junio de 2012, de la CMF. 

2. La oferta versa sobre valores no inscritos en el Registro de Valores o en el Registro de Valores 

Extranjeros que lleva la CMF, por lo que tales valores no están sujetos a la fiscalización de esa 

Superintendencia. 

3. Por tratarse de valores no inscritos en Chile no existe la obligación por parte del emisor de entregar en 

Chile información pública sobre los mismos. 
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4. Estos valores no podrán ser objeto de oferta pública en Chile mientras no sean inscritos en el Registro 

de Valores correspondiente. 

Canada 

 The notes may be sold only to purchasers purchasing, or deemed to be purchasing, as principal that are 

accredited investors, as defined in National Instrument 45-106 Prospectus Exemptions or subsection 73.3(1) of the 

Securities Act (Ontario), and are permitted clients, as defined in National Instrument 31-103 Registration 

Requirements, Exemptions and Ongoing Registrant Obligations. Any resale of the notes must be made in accordance 

with an exemption from, or in a transaction not subject to, the prospectus requirements of applicable securities laws. 

 Securities legislation in certain provinces or territories of Canada may provide a purchaser with remedies for 

rescission or damages if this offering memorandum (including any amendment thereto) contains a misrepresentation, 

provided that the remedies for rescission or damages are exercised by the purchaser within the time limit prescribed 

by the securities legislation of the purchaser’s province or territory. The purchaser should refer to any applicable 

provisions of the securities legislation of the purchaser’s province or territory for particulars of these rights or consult 

with a legal advisor. 

 Pursuant to section 3A.3 of National Instrument 33-105 Underwriting Conflicts (“NI 33-105”), the initial 

purchasers are not required to comply with the disclosure requirements of NI 33-105 regarding underwriter conflicts 

of interest in connection with this offering. 

European Economic Area 

The notes are not intended to be offered, sold or otherwise made available to and should not be offered, sold 

or otherwise made available to any retail investor in the European Economic Area ("EEA").  For these purposes, a 

retail investor means a person who is one (or more) of: (i) a retail client as defined in point (11) of Article 4(1) of 

Directive 2014/65/EU  (as amended, "MiFID II"); or (ii) a customer within the meaning of Directive 2002/92/EC (as 

amended and superseded, the "Insurance Mediation Directive"), where that customer would not qualify as a 

professional client as defined in point (10) of Article 4(1) of MiFID II; or (iii) not a qualified investor as defined in 

Directive 2003/71/EC (as amended, the "Prospectus Directive").  Consequently no key information document required 

by Regulation (EU) No 1286/2014 (as amended, the "PRIIPs Regulation") for offering or selling the notes or otherwise 

making them available to retail investors in the EEA has been prepared and therefore offering or selling the notes or 

otherwise making them available to any retail investor in the EEA may be unlawful under the PRIIPS Regulation. 

United Kingdom 

This offering memorandum is only being distributed to, and is only directed at, persons in the United 

Kingdom that are qualified investors within the meaning of Article 2(1)(e) of the Prospectus Directive that are also 

(i) investment professionals falling within Article 19(5) of the Financial Services and Markets Act 2000 (Financial 

Promotion) Order 2005 (the “Order”) or (ii) high net worth entities, and other persons to whom it may lawfully be 

communicated, falling within Article 49(2)(a) to (d) of the Order (each such person being referred to as a “relevant 

person”). This offering memorandum and its contents are confidential and should not be distributed, published or 

reproduced (in whole or in part) or disclosed by recipients to any other persons in the United Kingdom. Any person 

in the United Kingdom that is not a relevant person should not act or rely on this offering memorandum or any of its 

contents. 

The Republic of Italy 

The offering of the notes has not been cleared by CONSOB pursuant to Italian securities legislation. 

Accordingly, no notes may be offered, sold or delivered, directly or indirectly, nor may copies of this offering 

memorandum or any other document relating to the notes be distributed in the Republic of Italy, except: 

(i) to qualified investors (investitori qualificati), as defined under Article 100 of the Legislative Decree No. 

58 of February 24, 1998, as amended (the “Italian Securities Act”), as implemented by Article 26, 

paragraph 1, letter (d) of CONSOB Regulation No. 16190 of October 27, 2007, as amended 



 

 - 64 -  

 

(“Regulation 16190”), pursuant to Article 34-ter, paragraph 1, letter (b), of CONSOB Regulation No. 

11971 of May 14, 1999, as amended (“Regulation 11971”); or 

(ii) in other circumstances which are exempted from the rules on public offerings pursuant to Article 100 of 

the Italian Securities Act and its implementing CONSOB regulations, including Regulation No. 11971. 

Any such offer, sale or delivery of the notes or distribution of copies of this offering memorandum or any 

other document relating to the notes in the Republic of Italy must be in compliance with the selling restriction under 

(i) and (ii) above and: 

(a) made by investment firms, banks or financial intermediaries permitted to conduct such activities in the 

Republic of Italy in accordance with the relevant provisions of the Italian Securities Act, Regulation No. 

16190 and Legislative Decree No. 385 of September 1, 1993, as amended (the “Italian Banking Act”); 

(b) in compliance with Article 129 of the Italian Banking Act and the implementing guidelines of the Bank 

of Italy, as amended, pursuant to which the Bank of Italy may request information on the offering or 

issue of securities in Italy; and 

(c) in compliance with any other applicable laws and regulations or requirement imposed by CONSOB or 

the Bank of Italy or any other Italian authority. 

Any investor purchasing the notes is solely responsible for ensuring that any offer or resale of the notes by 

such investor occurs in compliance with the applicable Italian laws and regulations. 

Please note that in accordance with Article 100-bis of the Italian Securities Act, either the subsequent resale 

on the secondary market in Italy of the notes (which were part of a public offer made pursuant to an exemption from 

the obligation to publish a prospectus) or the subsequent systematic resale on the secondary market in Italy to 

investors that are not qualified investors within 12 months of completion of the offer reserved to qualified investors 

only, constitutes a distinct and autonomous offer that must be made in compliance with the public offer and the 

prospectus requirement rules provided under the Italian Securities Act and Regulation No. 11971, unless an 

exemption applies. Failure to comply with such rules may result in the subsequent resale of such notes being declared 

null and void and in the liability of the intermediary transferring the notes for any damages suffered by the investors. 

Switzerland 

This offering memorandum does not constitute an issue prospectus pursuant to Article 652a or Article 1156 

of the Swiss Code of Obligations and the notes will not be listed on the SIX Swiss Exchange. Therefore, this offering 

memorandum may not comply with the disclosure standards of the listing rules (including any additional listing rules 

or prospectus schemes) of the SIX Swiss Exchange. Accordingly, the notes may not be offered for exchange to the 

public in or from Switzerland, but only to a selected and limited circle of investors who do not subscribe to the notes 

with a view to distribution. Any such investors will be individually approached by the initial purchasers from time to 

time. 

Peru 

The notes and this offering memorandum have not been, and will not be, registered with or approved by the 

Superintendency of the Securities Market (Superintendencia del Mercado de Valores) or the Lima Stock Exchange 

(Bolsa de Valores de Lima). Accordingly, the notes cannot be offered or sold in Peru, except if such offering is 

considered a private offering under the securities laws and regulations of Peru. 

Colombia  

 Neither the notes nor this offering memorandum have been or will be registered with or approved by the 

Superintendency of Finance of Colombia (Superintendencia Financiera de Colombia) or the Colombian Stock 

Exchange (Bolsa de Valores de Colombia). Accordingly, the notes cannot be offered or sold in Colombia except in 

compliance with the applicable Colombian securities regulations.  

Brazil 
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The notes have not been and will not be issued nor publicly placed, distributed, offered or negotiated in the 

Brazilian capital markets. The issuance of the notes has not been nor will be registered with the CVM. Any public 

offering or distribution, as defined under Brazilian laws and regulations, of the notes in Brazil is not legal without 

prior registration under Law No. 6,385/76, as amended, and Instruction No. 400, issued by the CVM on December 29, 

2003, as amended. Documents relating to the offering of the notes, as well as information contained therein, may not 

be supplied to the public in Brazil (as the offering of the notes is not a public offering of securities in Brazil), nor be 

used in connection with any offer for subscription or sale of the notes to the public in Brazil. The notes will not be 

offered or sold in Brazil, except in circumstances which do not constitute a public offering, placement, distribution or 

negotiation of securities in the Brazilian capital markets regulated by Brazilian laws and regulations. Persons wishing 

to offer or acquire the notes within Brazil should consult with their own counsel as to the applicability of registration 

requirements or any exemption therefrom. 

Hong Kong 

This offering memorandum has not been approved by or registered with the Securities and Futures 

Commission of Hong Kong or the Registrar of Companies of Hong Kong. The notes will not be offered or sold in 

Hong Kong other than (a) to “professional investors” as defined in the Securities and Futures Ordinance (Cap. 571) 

of Hong Kong and any rules made under that Ordinance; or (b) in other circumstances which do not result in the 

document being a “prospectus” as defined in the Companies Ordinance (Cap. 32) of Hong Kong or which do not 

constitute an offer to the public within the meaning of that Ordinance. No advertisement, invitation or document 

relating to the notes which is directed at, or the contents of which are likely to be accessed or read by, the public of 

Hong Kong (except if permitted to do so under the securities laws of Hong Kong) has been issued or will be issued in 

Hong Kong or elsewhere other than with respect to securities which are or are intended to be disposed of only to 

persons outside of Hong Kong or only to “professional investors” as defined in the Securities and Futures Ordinance 

and any rules made under that Ordinance. 

Japan 

The notes offered in this offering memorandum have not been registered under the Financial Instruments and 

Exchange Law of Japan. The notes have not been offered or sold and will not be offered or sold, directly or indirectly, 

in Japan or to or for the account of any resident of Japan, except:  (i) pursuant to an exemption from the registration 

requirements of the Financial Instruments and Exchange Law; and (ii) in compliance with any other applicable 

requirements of Japanese law. 

Singapore 

This offering memorandum has not been registered as a prospectus with the Monetary Authority of 

Singapore. Accordingly, this offering memorandum and any other document or material in connection with the 

offering may not be circulated or distributed, nor may the notes be offered, or be made the subject of an invitation for 

subscription or purchase, whether directly or indirectly, to persons in Singapore other than (i) to an institutional 

investor under Section 274 of the Securities and Futures Act (Chapter 289) (the “SFA”), (ii) to a relevant person, or 

any person pursuant to Section 275(1A), and in accordance with the conditions specified in Section 275 of the SFA 

or (iii) otherwise pursuant to, and in accordance with the conditions of, any other applicable provision of the SFA. 

Where the notes are subscribed for under Section 275 by a relevant person which is:  (a) a corporation (which is not 

an accredited investor) the sole business of which is to hold investments and the entire share capital of which is owned 

by one or more individuals, each of whom is an accredited investor; or (b) a trust (where the trustee is not an accredited 

investor) whose sole purpose is to hold investments and each beneficiary is an accredited investor, then securities, 

debentures and units of securities and debentures of that corporation or the beneficiaries’ rights and interest in that 

trust shall not be transferable for six months after that corporation or that trust has acquired the notes under Section 275 

except:  (i) to an institutional investor under Section 274 of the SFA or to a relevant person, or any person pursuant to 

Section 275(1A), and in accordance with the conditions specified in Section 275 of the SFA; (ii) where no 

consideration is given for the transfer; or (iii) by operation of law. 

Solely for the purposes of its obligations pursuant to Sections 309B(1)(a) and 309B(1)(c) of the SFA, the 

Company has determined, and hereby notifies all relevant persons (as defined in Section 309A of the SFA) that the 

notes are “prescribed capital markets products” (as defined in the Securities and Futures (Capital Markets Products) 
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Regulations 2018) and Excluded Investment Products (as defined in MAS Notice SFA 04N12: Notice on the Sale of 

Investment Products and MAS Notice FAA-N16: Notice on Recommendations on Investment Products). 

 

Cayman Islands 

 No invitation, whether directly or indirectly, may be made to the public in the Cayman Islands to subscribe 

for the notes unless the Issuer is listed on the Cayman Islands Stock Exchange.  
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TRANSFER RESTRICTIONS 

The notes are subject to restrictions on transfer as summarized below. By purchasing notes, you will be 

deemed to have made the following acknowledgements and representations to, and agreements with, us and the initial 

purchasers: 

You acknowledge that: 

• the notes have not been registered, and will not be registered, under the Securities Act or any other 

securities laws and are being offered for sale in transactions that do not require registration under 

the Securities Act or any other securities laws; and 

• unless so registered, the notes may not be offered, sold or otherwise transferred except under an 

exemption from, or in a transaction not subject to, the registration requirements of the Securities Act 

or any other applicable securities laws, and in each case in compliance with the conditions for 

transfer set forth below. 

You represent that either: 

• you are a qualified institutional buyer (as defined in Rule 144A) and are purchasing the notes for 

your own account or for the account of another qualified institutional buyer, and you are aware that 

the initial purchasers are selling the notes to you in the reliance on Rule 144A; or 

• you are neither a U.S. person (as defined in Regulation S) nor are you purchasing the notes for the 

account or benefit of a U.S. person, and you are purchasing notes in an offshore transaction in 

accordance with Regulation S. 

You acknowledge that neither we nor the initial purchasers nor any person representing us or the initial 

purchasers has made any representation to you with respect to us or the offering of the notes, other than the information 

contained in this offering memorandum. You represent that you are relying only on this offering memorandum in 

making your investment decision with respect to the notes. You agree that you have had access to such financial and 

other information concerning us and the notes as you have deemed necessary in connection with your decision to 

purchase notes, including an opportunity to ask questions and request information from us. 

You represent that you are purchasing notes for your own account, or for one or more investor accounts for 

which you are acting as a fiduciary or agent, in each case not with a view to, or for offer or sale in connection with, 

any distribution of the notes in violation of the Securities Act, subject to any requirement of law that the disposition 

of your property or the property of that investor account or accounts be at all times within your or their control and 

subject to your or their ability to resell the notes pursuant to Rule 144A or any other available exemption from 

registration under the Securities Act. You agree, and each subsequent holder of the notes by its acceptance of the notes 

will agree, that the notes may be offered, sold or otherwise transferred only: 

• to the Issuer; 

• to a person whom the seller reasonably believes is a qualified institutional buyer within the meaning 

of Rule 144A purchasing for its own account or for the account of a qualified institutional buyer or 

buyers in a transaction meeting the requirements of Rule 144A; 

• in an offshore transaction complying with Rule 903 or Rule 904 of Regulation S; 

• pursuant to an exemption from registration under the Securities Act (if available); or 

• pursuant to an effective registration statement under the Securities Act; 
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• and, in each case, in accordance with the applicable securities laws of the states of the United States 

and other jurisdictions. 

As a condition to registration of transfer of the notes, we may require delivery of any documents or other 

evidence that we, in our discretion, deems necessary or appropriate to evidence compliance with such exemption 

referred to in the fourth bullet point of the immediately preceding paragraph. 

You acknowledge that: 

• the above restrictions on resale will apply from the issue date until the date that is one year (in the 

case of Rule 144A notes) or 40 days (in the case of Regulation S note) after the later of the issue 

date and the last date that we or any of our affiliates was the owner of the notes (the “resale restriction 

period”); and 

• each Rule 144A note will contain a legend substantially to the following effect: 

NEITHER THIS GLOBAL NOTE NOR ANY BENEFICIAL INTEREST HEREIN HAS BEEN REGISTERED 

UNDER THE U.S. SECURITIES ACT OF 1933, AS AMENDED (THE “SECURITIES ACT”). NEITHER THIS 

GLOBAL NOTE NOR ANY BENEFICIAL INTEREST HEREIN MAY BE OFFERED, SOLD, PLEDGED OR 

OTHERWISE TRANSFERRED EXCEPT (1) TO LATAM FINANCE LIMITED, (2) TO A PERSON WHOM 

THE SELLER REASONABLY BELIEVES IS A QUALIFIED INSTITUTIONAL BUYER WITHIN THE 

MEANING OF RULE 144A UNDER THE SECURITIES ACT PURCHASING FOR ITS OWN ACCOUNT OR 

FOR THE ACCOUNT OF A QUALIFIED INSTITUTIONAL BUYER OR BUYERS IN A TRANSACTION 

MEETING THE REQUIREMENTS OF RULE 144A UNDER THE SECURITIES ACT, (3) IN AN OFFSHORE 

TRANSACTION COMPLYING WITH RULE 903 OR RULE 904 OF REGULATION S UNDER THE 

SECURITIES ACT, (4) PURSUANT TO AN EXEMPTION FROM REGISTRATION UNDER THE 

SECURITIES ACT (IF AVAILABLE) OR (5) PURSUANT TO AN EFFECTIVE REGISTRATION 

STATEMENT UNDER THE SECURITIES ACT, AND, IN EACH CASE, IN ACCORDANCE WITH ALL 

APPLICABLE SECURITIES LAWS OF THE STATES OF THE UNITED STATES AND OTHER 

JURISDICTIONS. AS A CONDITION TO REGISTRATION OF TRANSFER OF THIS GLOBAL NOTE IN 

ACCORDANCE WITH CLAUSE (4) ABOVE, LATAM FINANCE LIMITED, LATAM AIRLINES GROUP 

S.A. OR THE TRUSTEE MAY REQUIRE DELIVERY OF ANY DOCUMENTS OR OTHER EVIDENCE 

THAT IT, IN ITS ABSOLUTE DISCRETION, DEEMS NECESSARY OR APPROPRIATE TO EVIDENCE 

COMPLIANCE WITH SUCH EXEMPTION. 

THIS LEGEND MAY BE REMOVED SOLELY IN THE DISCRETION AND AT THE DIRECTION OF 

LATAM FINANCE LIMITED. 

• each Regulation S note will contain a legend substantially to the following effect: 

NEITHER THIS GLOBAL NOTE NOR ANY BENEFICIAL INTEREST HEREIN HAS BEEN REGISTERED 

UNDER THE U.S. SECURITIES ACT OF 1933, AS AMENDED (THE “SECURITIES ACT”). NEITHER THIS 

GLOBAL NOTE NOR ANY BENEFICIAL INTEREST HEREIN MAY BE OFFERED, SOLD, PLEDGED OR 

OTHERWISE TRANSFERRED IN THE UNITED STATES OR TO, OR FOR THE ACCOUNT OR BENEFIT 

OF, ANY U.S. PERSON (AS DEFINED IN REGULATION S UNDER THE SECURITIES ACT) IN THE 

ABSENCE OF SUCH REGISTRATION UNLESS SUCH TRANSACTION IS EXEMPT FROM, OR NOT 

SUBJECT TO, SUCH REGISTRATION AND IN ACCORDANCE WITH ANY APPLICABLE SECURITIES 

LAWS OF ANY OTHER JURISDICTION. 

THE FOREGOING LEGEND MAY BE REMOVED FROM THIS GLOBAL NOTE AFTER 40 DAYS 

BEGINNING ON AND INCLUDING THE LATER OF (A) THE DATE OF WHICH THE NOTES ARE 

OFFERED TO PERSONS OTHER THAN DISTRIBUTORS (AS DEFINED IN REGULATION S UNDER THE 

SECURITIES ACT) AND (B) THE ORIGINAL ISSUE DATE OF THE NOTES. 
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The relevant resale restriction period may be extended, in the Issuer’s discretion, in the event of one or more 

issuances of additional notes, as described under “Description of the Notes—Further Issuances.”  The above legend 

(including the restrictions on resale specified therein) may be removed solely in the Issuer’s discretion. 

You acknowledge that the Issuer, the Guarantor, the initial purchasers and others will rely upon the truth and accuracy 

of the above acknowledgements, representations and agreements. You agree that if any of the acknowledgements, 

representations and agreements you are deemed to have made by your purchase of notes is no longer accurate, you 

will promptly notify the Issuer, the Guarantor and the initial purchasers. If you are purchasing any notes as a fiduciary 

or agent for one or more investor accounts, you represent that you have sole investment discretion with respect to each 

of those accounts and that you have full power to make the above acknowledgements, representations and agreements 

on behalf of each account.  
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VALIDITY OF THE SECURITIES 

We are being represented as to matters of New York law by Clifford Chance US LLP, New York, New York, 

and as to matters of Cayman Islands law by Maples and Calder, and as to matters of Chilean law by Claro & Cia. 

Certain legal matters relating to this offering will be passed upon for the initial purchasers by Cleary, Gottlieb, Steen 

& Hamilton LLP, New York, New York and Philippi Prietocarrizosa & Uria, Santiago, Chile. 

INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM 

The financial statements incorporated in this offering memorandum by reference to the Annual Report on 

Form 20-F for the year ended December 31, 2017 and the effectiveness of internal control over financial reporting as 

of December 31, 2017 have been audited by PricewaterhouseCoopers Consultores, Auditores SpA, an independent 

registered public accounting firm, as stated in their report incorporated herein. 

ENFORCEABILITY OF CIVIL LIABILITIES 

The Issuer is an exempted company incorporated with limited liability in the Cayman Islands. The Guarantor 

is a publicly held corporation organized under the laws of Chile. None of our directors or executive officers are 

residents of the United States and all or a substantial portion of our assets and the assets of these persons are located 

outside the United States. As a result, except as explained below, it may not be possible for investors to effect service 

of process within the United States upon such persons, or to enforce against them or us in United States courts 

judgments predicated upon the civil liability provisions of the federal securities laws of the United States or otherwise 

obtained in U.S. courts. 

Cayman Islands 

The Issuer is an exempted company limited by shares incorporated under the laws of the Cayman Islands. As 

a result, it may not be possible for investors to effect service of process on the Issuer within the United States, or to 

enforce against the Issuer in the United States courts, judgments predicated upon the civil liability provisions of the 

securities laws of the United States. The Issuer has been informed by Maples and Calder, its legal advisor in the 

Cayman Islands, that there is no statutory or other specific regime for the enforcement in the Cayman Islands of 

judgments obtained in the United States, or other foreign jurisdictions, save that there are reciprocal arrangements for 

the enforcement of judgments between the Cayman Islands and certain states in Australia. However, in general terms, 

the courts of the Cayman Islands will recognize and enforce a foreign judgment of a court of competent jurisdiction, 

provided that the judgment is final, not in respect of taxes or other charges of a like nature, or in respect of a fine or 

other penalty and is not obtained in a manner, and is not of a kind the enforcement of which is contrary to the public 

policy of the Cayman Islands. Accordingly, it is likely that any penal liability imposed under the United States 

securities laws may be unenforceable in the Cayman Islands. 

Subject to these limitations, the courts of the Cayman Islands will enforce a foreign judgment for a liquidated 

sum, based on the common law principle that a judgment of a foreign court imposes on the judgment debtor an 

obligation to pay the sum for which judgment has been given, and might also, in an appropriate case, give effect in 

the Cayman Islands to other kinds of foreign judgments, such as declaratory orders, orders for specific performance 

of contracts and injunctions. Enforcement of foreign judgments in this way will be subject to other conditions, for 

example that the judgment debtor was, at the time the relevant proceedings were instituted, present in the foreign 

country. Presence, in this context, will differ according to whether the judgment debtor was a corporation or an 

individual. Similarly, the foreign court will be regarded as having jurisdiction if the judgment debtor voluntarily 

submitted to the jurisdiction of the foreign court. In the case of foreign judgments and orders in insolvency proceedings, 

these might be enforceable in the Cayman Islands without regard to the common law principles of jurisdiction. 

Chile 

No treaty exists between the United States and Chile for the reciprocal enforcement of judgments. Chilean 

courts, however, have enforced final judgments rendered in the United States by virtue of the legal principles of 

reciprocity and comity, subject to the review in Chile of the U.S. judgment in order to ascertain whether certain basic 

principles of due process and public policy have been respected without reviewing the merits of the subject matter of 

the case. If a United States court grants a final judgment in an action based on the civil liability provisions of the 
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federal securities laws of the United States, enforceability of this judgment in Chile will be subject to the obtaining of 

the relevant “exequatur” (i.e., recognition and enforcement of the foreign judgment) according to Chilean civil 

procedure law in force at that time, and consequently, subject to the satisfaction of certain factors. Currently, the most 

important of these factors are: 

• the existence of reciprocity; 

• the absence of any conflict between the foreign judgment and Chilean laws (excluding for this 

purpose the laws of civil procedure) and public policies; 

• the absence of a conflicting judgment by a Chilean court relating to the same parties and arising 

from the same facts and circumstances; 

• the absence of any further means for appeal or review of the judgment in the jurisdiction where 

judgment was rendered; 

• the Chilean courts’ determination that the United States courts had jurisdiction; 

• that service of process was appropriately served on the defendant and that the defendant was 

afforded a real opportunity to appear before the court and defend its case; and 

• that enforcement would not violate Chilean public policy. 

In general, the enforceability in Chile of final judgments of United States courts does not require retrial in 

Chile but a review of certain relevant legal considerations (i.e., principles of due process and public policy). However, 

there is doubt: 

• as to the enforceability in original actions in Chilean courts of liabilities predicated solely on the 

United States federal securities laws; and 

• as to the enforceability in Chilean courts of judgments of United States courts obtained in actions 

predicated solely upon the civil liability provisions of the federal securities laws of the United States. 

In addition, foreign judgments cannot be enforced in any way against properties located in Chile, which, as 

a matter of Chilean law, are subject exclusively to Chilean law and to the jurisdiction of Chilean courts. 

We have appointed Law Debenture Corporate Services Inc. as our authorized agent upon which service of 

process may be served in any action which may be instituted against us in any United States federal or state court 

having subject matter jurisdiction in the State of New York, County of New York arising out of or based upon the 

notes, the indenture or the purchase agreement. 
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