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PRESENTATION OF INFORMATION

Throughout this annual report on Form 20-F we make numerous references to “LATAM”. Unless the context otherwise requires, references to “LATAM Airlines Group” are to LATAM
Airlines Group S.A., the unconsolidated operating entity, and references to “LATAM,” “we,” “us” or the “Company” are to LATAM Airlines Group S.A. and its consolidated affiliates: Transporte
Aéreo S.A. (“LATAM Airlines Chile”), LATAM Airlines Peru S.A. (f/k/a LAN Peru S.A, “LATAM Airlines Peru”), Aerolane, Lineas Aéreas Nacionales del Ecuador S.A. (“LATAM Airlines
Ecuador”), LAN Argentina S.A. (“LATAM Airlines Argentina,” previously Aero 2000 S.A.), Aerovias de Integracion Regional, Aires S.A. (‘LATAM Airlines Colombia”), TAM S.A. (“TAM” or
“LATAM Airlines Brazil”), LAN Cargo S.A. (“LATAM Cargo”) and its two regional affiliates: Linea Aerea Carguera de Colombia S.A. (“LANCO”) in Colombia and Aerolinhas Brasileiras S.A.
(“ABSA”) in Brazil. On November 30, 2018 LATAM Airlines Group sold its participation in its Mexican affiliate Aero Transportes Mas de Carga S.A. de C.V. (“MasAir”). Other references to
“LATAM?”, as the context requires, are to the LATAM brand which was launched in 2016 and brings together, under one internationally recognized name, 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.

References to “LAN” are to LAN Airlines S.A., currently known as LATAM Airlines Group S.A., and its consolidated affiliates, in connection with circumstances and facts occurring prior to
the completion date of the combination between LAN Airlines S.A. and TAM S.A. See “Item 4. Information on the Company—A. History and Development of the Company.”

In this annual report on Form 20-F, unless the context otherwise requires, references to “TAM” are to TAM S.A., and its consolidated affiliates, including TAM Linhas Aereas S.A. (“TLA”),
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™).

LATAM Airlines Group and the majority of our affiliates maintain accounting records and prepare financial statements in U.S. dollars. Some of our affiliates, however, maintain their
accounting records and prepare their financial statements in Chilean pesos, Argentinean pesos, Colombian pesos or Brazilian real. In particular, TAM maintains its accounting records and prepares
its financial statements in Brazilian real. Our audited consolidated financial statements include the results of these affiliates translated into U.S. dollars. International Financial Reporting Standards
(“IFRS”) as issued by the International Accounting Standards Board (“IASB”), require assets and liabilities to be translated at period-end exchange rates, while revenue and expense accounts are
translated at each transaction date, although a monthly rate may also be used if exchange rates do not vary widely.

In this annual report on Form 20-F, all references to “Chile” are references to the Republic of Chile. This annual report contains conversions of certain Chilean peso and Brazilian real amounts
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 and the Brazilian real amounts actually
represent such U.S. dollar amounts or could be converted into U.S. dollars at the rate indicated. Unless we specify otherwise, all references to “$”, “US$”, “U.S. dollars” or “dollars” are to United
States dollars, references to “pesos,” “Chilean pesos™ or “Ch$” are to Chilean pesos. References to “real,” “Brazilian real” or “R$” are to Brazilian real, 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. Unless we indicate otherwise, the U.S. dollar equivalent for
information in Chilean pesos used in this annual report and in our audited consolidated financial statements is based on the “ddlar observado” or “observed” exchange rate published by Banco
Central de Chile (which we refer to as the Central Bank of Chile) on December 31, 2018, which was Ch$694.77 = US$1.00. The observed exchange rate on, April 11, 2019, was Ch$662.92 =
US$1.00. Unless we indicate otherwise, the U.S. dollar equivalent for information in Brazilian real used in this annual report and in our audited consolidated financial statements is based on the
average “bid and offer rate” published by Banco Central do Brasil (which we refer to as the Central Bank of Brazil) on December 31, 2018, which was R$3.87 = US$1.00. The observed exchange
rate on April 11, 2019, was R$3.82 = US$1.00. The Federal Reserve Bank of New York does not report a noon buying rate for Chilean pesos or Brazilian real.

LATAM has a single series of shares of Common Stock, without par value, listed on Chilean Stock Exchange and American Depositary Shares (evidenced by American Depositary Receipts),
each representing one share of Common Stock, that are listed on the New York Stock Exchange.

We have rounded percentages and certain U.S. dollar, Chilean peso and Brazilian real amounts contained in this annual report for ease of presentation. Any discrepancies in any table between
totals and the sums of the amounts listed are due to rounding.

LATAM’s audited consolidated financial statements for the periods ended December 31, 2014, 2015, 2016, 2017 and 2018 were prepared in accordance with IFRS.

This annual report contains certain terms that may be unfamiliar to some readers. You can find a glossary of these terms on page 3 of this annual report.




FORWARD-LOOKING STATEMENTS

e » » e

This annual report contains forward-looking statements. Such statements may include words such as “anticipate,” “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. 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:

. the factors described in “Item 3. Key Information—Risk Factors™;

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

. future demand for passenger and cargo air services in Chile, Brazil, other countries in Latin America and the rest of the world;
. the determination of relationships with customers;

. the state of the Chilean, Brazilian, other Latin American and world economies and their impact on the airline industry;

. the effects of competition in the airline industry;

. future terrorist incidents, cyberattacks or related activities affecting the airline industry;

. future outbreak of diseases, or the spread of already existing diseases, affecting travel behavior and/or exports;

. natural disasters affecting travel 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

. changes in regulations, including regulations related to access to routes in which we operate and environmental regulations.

Forward-looking statements speak only as of the date they are made, and we undertake no obligation to publicly update any of them, whether in light of new information, future events or
otherwise. You should also read carefully the risk factors described in “Item 3. Key Information—Risk Factors.”

GLOSSARY OF TERMS
The following terms, as used in this annual report, have the meanings set forth below.

Consolidated Affiliates of LATAM:

“ABSA” Aerolinhas Brasileiras S.A., incorporated in Brazil.

“LANCO” Linea Aérea Carguera de Colombia S.A., incorporated in Colombia.

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

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

“LATAM Airlines Colombia” Aerovias de Integracion Regional, Aires S.A., incorporated in Colombia.
“LATAM Airlines Ecuador” Aerolane, Lineas Aéreas Nacionales del Ecuador S.A., incorporated in Ecuador.
“LATAM Airlines Peru” LATAM Airlines Peru S.A. (f/ka LAN Peru S.A.), incorporated in Peru.
“LATAM Cargo” LAN Cargo S.A., incorporated in Chile.




“MasAir”
“TAM”
Capacity Measurements:

“available seat kilometers” or “ASKs”

“available ton kilometers” or “ATKs”

Traffic Measurements:

“revenue passenger kilometers” or “RPKs”

“revenue ton kilometers” or “RTKs”
“traffic revenue”

Yield Measurements:

“cargo yield”

“passenger yield”

Load Factors:

“cargo load factor”

“passenger load factor”

Other:

“Airbus A320-Family Aircraft™
“mz»
“ton”

“utilization rates”

“operating expenses”

“MiSchDynamicDT”
“Diio Mi”

“«C02”

Aero Transportes Mas de Carga S.A. de C.V., incorporated in Mexico (sold on November 30, 2018).

TAM S.A., incorporated in Brazil.

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.

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.

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.

The sum, across our network, of the load (cargo) in tons on each flight multiplied by the kilometers flown by the respective flight.

Revenue from passenger and cargo operations.

Revenue from cargo operations divided by RTKs.

Revenue from passenger operations divided by RPKs.

RTKs expressed as a percentage of ATKSs.

RPKs expressed as a percentage of ASKs.

The Airbus A319, Airbus A320, and Airbus A321 models of aircraft, including both ceo and neo variants.

Square meters.

A metric ton, equivalent to 2,204.6 pounds.

The actual number of service hours per aircraft per operating day.

Operating expenses, which are calculated in accordance with IFRS, comprise the sum of the line items “cost of sales” plus “distribution
costs” plus “administrative expenses” plus “other operating expenses,” as shown on our consolidated statement of comprehensive income.
These operating expenses include: wages and benefits, fuel, depreciation and amortization, commissions to agents, aircraft rentals, other
rental and landing fees, passenger services, aircraft maintenance and other operating expenses.

Market Intelligence Schedule Dynamic Table.

Data In Intelligence Out Market Intelligence.

carbon dioxide gas




PART 1
ITEM 1. IDENTITY OF DIRECTORS, SENIOR MANAGEMENT AND ADVISERS

Not applicable.

ITEM 2. OFFER STATISTICS AND EXPECTED TIMETABLE
Not applicable.
ITEM 3. KEY INFORMATION

A. Selected Financial Data

LATAM'’s Historical Financial Information

The summary consolidated annual financial information of LATAM as of December 31, 2018, 2017, 2016, 2015 and 2014 has been prepared in accordance with IFRS(*).

LATAM’s Annual Financial Information

Year ended December 31,

2018 2017 2016 2015 2014
(in US$ millions, except per share and capital stock data)
The Company Statement of Income Data (V@@®);

Operating revenues
Passenger 8,709.0 8,494.5 7,877.7 8,410.6 10,380.1
Cargo 1,186.5 1,119.4 1,110.6 1,3294 1,713.4
Total operating revenues 9,895.5 9,613.9 8,988.3 9,740.0 12,093.5
Cost of sales (7,962.8) (7,441.8) (6,967.0) (7,636.7) (9,624.5)
Gross margin 1,932.6 2,172.1 2,021.3 2,103.3 2,469.0
Other operating income® 472.8 549.9 538.7 385.8 377.6
Distribution costs (619.2) (699.6) (747.4) (783.3) (957.1)
Administrative expenses (721.3) (938.9) (873.0) (878.0) (980.7)
Other expenses (359.8) (368.9) (373.7) (324.0) (401.0)
Other gains/(losses) 53.5 (7.8) (72.6) (55.3) 33.5
Financial income 53.3 78.7 74.9 75.1 90.5
Financial costs (356.3) (393.3) (416.3) (413.4) (430.0)
Equity accounted earnings 0.0 0.0 0.0 0.0 (6.5)
Exchange rate differences (157.7) (18.7) 121.7 (467.9) (130.2)
Result of indexation units (0.9) 0.7 0.3 0.6 0.1
Income (loss) before income taxes 297.0 374.2 273.9 (357.1) 65.2
Income (loss) tax expense/benefit (83.8) (173.5) (163.2) 178.4 (292.4)
Net (loss) income for the period 213.2 200.7 110.7 (178.7) (227.2)
Income (loss) attributable to the parent company’s equity

holders 181.9 1553 69.2 (219.3) (260.0)
Income (loss) attributable to non-controlling interests 31.3 454 41.5 40.5 32.8
Net income (loss) for the year 213.2 200.7 110.7 178.7) (227.2)
Earnings per share
Average number of Shares 606,407,693 606,407,693 546,559,599 545,547,819 545,547,819
Basic earnings (loss) per share (US$) 0.30002 0.25610 0.12665 (0.40193) (0.47656)
Diluted earnings (loss) per share (US$) 0.30002 0.25610 0.12665 (0.40193) (0.47656)




Balance Sheet Data:

Cash, and cash equivalents
Other current assets in operation
Non-current assets and disposal groups held for sale
Total current assets

Property and equipment

Other non-current assets

Total non-current assets

Total assets

Total current liabilities

Total non-current liabilities
Total liabilities

Issued capital

Net equity attributable to the parent company’s equity holders

Non-controlling interest
Total net equity

Shares Outstanding

Year ended December 31,

2018 2017 2016 2015 2014
(in USS$ millions, except per share and capital stock data)

1,081.6 1,142.0 949.3 753.5 989.4
2,219.0 23124 2,340.3 2,067.4 2,644.1
5.8 291.1 337.2 2.0 1.1
3,306.4 3,745.5 3,626.8 2,822.9 3,634.6
9,953.4 10,065.3 10,498.1 10,938.7 10,773.1
4,307.0 4,987.2 5,073.3 4,339.8 6,076.7
14,260.4 15,052.5 15,571.4 15,278.5 16,849.8
17,566.8 18,798.0 19,198.2 18,101.4 20,484.4
5,568.8 5,842.7 6,222.2 5,641.0 5,829.7
8,251.2 8,688.0 8,790.7 9,522.9 10,151.0
13,820.0 14,530.7 15,012.9 15,163.9 15,980.7
3,146.3 3,146.3 3,149.6 2,545.7 2,545.7
3,666.9 4,176.1 4,096.7 2,856.5 4,401.9
79.9 91.1 88.6 81.0 101.8
3,746.8 4,267.2 4,185.3 2,937.5 4,503.7
606,407,693 606,407,693 606,407,693 545,547,819 545,547,819

For more information on the affiliates included in this consolidated information, see Note 1 to our audited consolidated financial statements.
The addition of the items may differ from the total amount due to rounding.

For the effects of the adoption of IFRS 15 see “Recently Issued Accounting Pronouncements™.

Other operating income included in this Statement of Income Data is equivalent to the sum of income derived from Coalition and Loyalty Program, 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.

(*)Law No. 20,780 issued on September 29, 2014, introduced modifications to the income tax system in Chile and other tax matters. On October 17, 2014 the Chilean Comission for the
Finance Market (the “CMF”) (previously, the Superintendency of Securities) issued Circular No. 856, which established that the effects of the change in the income tax rates on deferred tax assets
and liabilities must be recognized directly on the Balance Sheet within “Retained earnings” instead of on the Income Statement as required by IAS 12. In order to comply with IAS 12, the financial
statements in this document for the period ended December 31, 2014 are different from those presented to the CMF as the modifications introduced by Law No. 20,780 have been recognized within
the income statement. For more information on the reconciliation of such differences see Note 18 to our audited consolidated financial statements.

The table below presents LATAM’s unaudited operating data as of and for the year ended December 31, 2014, December 31, 2015, December 31, 2016, December 31, 2017 and December 31,
2018. LATAM believes this operating data is useful in reporting the operating performance of its business and may be used by certain investors in evaluating companies operating in the global air
transportation sector. However, these measures may differ from similarly titled measures reported by other companies, and should not be considered in isolation or as a substitute for measures of
performance in accordance with IFRS. This unaudited operating data is not included in or derived from LATAM’s financial statements.

Operating Data:

ASKs (million)
RPKSs (million)
ATKSs (million)
RTKSs (million)

For the year ended and as of December 31,

2018 2017 2016 2015 2014
143,264.9 136,398.4 134,967.7 134,167.1 130,200.9
119,077.3 115,692.7 113,626.9 111,509.9 108,534.0

6,497.6 6,230.1 6,704.1 7,082.8 7,219.7
3,582.5 34212 3,465.9 3,797.0 4,317.2




Dividend Policy

In accordance with the Ley sobre Sociedades Anénimas No. 18,046 (“Chilean Corporation Act”) and the Reglamento de Sociedades Andnimas (“Regulation to the Chilean Corporation Act”,
and together with the Chilean Corporation Act, the “Chilean Corporation Law”), we must pay annual cash dividends equal to at least 30.0% of our annual consolidated net income for the prior year,
subject to limited exceptions. LATAM Airlines Group’s board of directors has the authority to declare interim dividends. Year-end dividends, if any, are declared by our shareholders at our annual
meeting. For a description of our dividend policy, see “Item 8. Financial Information—Consolidated Financial Statements and Other Financial Information—Dividend Policy” and “Item 10.
Additional Information—Dividend and Liquidation Rights” LATAM did not pay dividends in 2016. On May 18, 2017, LATAM paid US$20,766,119 in dividends in respect of the year ended
December 31, 2016. On May 17, 2018, LATAM paid US$46,591,193 in dividends in respect of year ended December 31, 2017. In addition, dividend reserves of US$54,580,443 were set aside for
2018, to be paid in 2019.

We declare cash dividends in U.S. dollars, but make dividend payments in Chilean pesos, converted from U.S. dollars at the observed exchange rate two business days prior to the day we first
make payment to shareholders. Payments of cash dividends to holders of ADSs, if any, are made in Chilean pesos to the custodian, who converts those Chilean pesos into U.S. dollars and delivers
U.S. dollars to the depositary for distribution to holders of ADS. The amount of U.S. dollars distributed to holders of ADSs may be adversely affected by a devaluation of the Chilean currency that
may occur before such dividends are converted and remitted.

LATAM's Dividend Payments

The table below sets forth the cash dividends per common share and per ADS paid by LATAM, as well as the number of common shares entitled to such dividends, for the years indicated.
Dividends per common share amounts reflect common share amounts outstanding immediately prior to the distribution of such dividend.

Number of
common Cash
shares dividend per Cash
Total dividend entitled to common dividend per
Dividend for year: Payment date(s) payment dividend share ADS
(U.S. dollars) (in millions) (U.S. dollars) (U.S. dollars)
2016 May 18,2017 $ 20,766,119 60641 $ 0.03424 $ 0.03424
2017 May 17,2018 § 46,591,193 60641 $ 0.07683  $ 0.07683

B. Capitalization and Indebtedness
Not applicable.

C. Reasons for the Offer and Use of Proceeds
Not applicable.

D. Risk Factors

The following important factors, and those important factors described in other reports we submit to or file with the Securities and Exchange Commission (“SEC”), could affect our actual results and
could cause our actual results to differ materially from those expressed in any forward-looking statements made by us or on our behalf. In particular, as we are a non-U.S. company, there are risks
associated with investing in our ADSs that are not typical for investments in the shares of U.S. companies. Prior to making an investment decision, you should carefully consider all of the
information contained in this document, including the following risk factors.




Risk Factors Relating to our Company
Our assetsinclude a significant amount of goodwill.

Our assets included US$2,294.1 million of goodwill as of December 31, 2018. Under IFRS, goodwill is subject to an annual impairment test and may be required to be tested more frequently
if events or circumstances indicate a potential impairment. In 2018, mainly as a result of the depreciation of the Brazilian real against the U.S. dollar during 2018, the value of our goodwill decreased
by 14.2% as compared with 2017. Any impairment could result in the recognition of a significant charge to earnings in our statement of income, which could materially and adversely impact our
consolidated results for the period in which the impairment occurs.

Afailure to successfully implement our strategy or a failure adjusting the strategy to the current economic situation would harm our business and the market value of our ADSs and common shares

We have developed a strategic plan with the goal of becoming one of the most admired airlines in the world and renewing our commitment to sustained profitability and superior returns to
shareholders. Our strategy requires us to identify value propositions that are attractive to our clients, to find efficiencies in our daily operations, and to transform ourselves into a stronger and more
risk-resilient company. A tenet of our strategic plan is the continuing adoption of a new travel model for domestic and international services to address the changing dynamics of customers and the
industry, and to increase our competitiveness. The new travel model is based on a continued reduction in air fares that makes air travel accessible to a wider audience, and in particular to those wish
to fly more frequently. This model requires continued cost reduction efforts and increasing revenues from ancillary activities. In connection with these efforts, the Company continues to implement a
series of initiatives to reduce cost per ASK in all its operations as well as developing new ancillary revenue initiatives.

Difficulties in implementing our strategy may adversely affect our business, results of operation and the market value of our ADSs and common shares.
Afailure to successfully transfer the value proposition of the LAN and TAM brands to a new single brand, may adversely affect our business and the market value of our ADSs and common shares

Following the combination in 2012, LAN and TAM continued to operate with their original brands. During 2016, we began the transition of LAN and TAM into a single brand. LAN and
TAM had different value propositions, and there can be no assurances that we will be able to fully transfer the value of the original LAN and TAM brands to our new single brand “LATAM”.
Difficulties in implementing our single brand may prevent us from consolidating as a customer preferred carrier and may adversely affect our business and results of operations and the market value
of our ADSs and common shares.

We may not be able to successfully integrate the frequent flyer programs of LAN and TAM or the operations of Multiplus SA., our marketing rewards platformin Brazl.

We have integrated the separate frequent flyer programs of LAN and TAM so that passengers can use frequent flyer miles or points earned with either LAN or TAM interchangeably. During
2016, LAN and TAM announced their revamped frequent flyer programs, which have new names: LATAM Pass and LATAM Fidelidade, respectively. The change is part of the process of
consolidating the airline group’s new brand identity (LATAM) and the evolution of the programs, which enhances existing benefits and introduces new benefits for program members.

On April 1, 2019, LATAM Airlines Brazil completed the tender offer process for the common shares of Multiplus S.A. Multiplus is a coalition of loyalty programs for various retail products
and services which allows our present flyers to accrue and redeem benefits through retail purchases in addition to flying. Following the tender offer, LATAM Airlines Brazil acquired 24.5% of
Multiplus” common shares, reaching an ownership interest equal to 97.2% of its capital stock, and, as a result, LATAM Airlines Brazil will de-list Multiplus from the B3 Novo Mercado, cancel its
registration, and purchase the remaining minority interest to achieve 100% ownership. Accordingly, the Company plans to fully integrate its loyalty program in Brazil and enhance the benefits to all
passengers of the LATAM Group. We cannot assure that we will be able to benefit our passengers in the way we expect. However, there is no guarantee that full integration of the two plans will be
completed in the near term or at all. Even if the integration occurs, the successful integration of these programs will involve some time and expense. In addition, until we effectively combine these
programs, passengers may prefer frequent flyer programs or other reward loyalty programs offered by other airlines, which may adversely affect our business. See “Item 4. Information on the
Company — B. Business Overview — Multiplus.”

Our financial results are exposed to foreign currency fluctuations.

We prepare and present our consolidated financial statements in U.S. dollars. LATAM and its affiliates operate in numerous countries and face the risk of variation in foreign currency
exchange rates against the U.S. dollar or between the currencies of these various countries. Changes in the exchange rate between the U.S. dollar and the currencies in the countries in which we
operate could adversely affect our business, financial condition and results of operations. If the value of the Brazilian real, Chilean peso or other currencies in which revenues are denominated
declines against the U.S. dollar, our results of operations and financial condition will be affected. The exchange rate of the Chilean peso, Brazilian real and other currencies against the U.S. dollar
may fluctuate significantly in the future.




Changes in Chilean, Brazilian and other governmental economic policies affecting foreign exchange rates could also adversely affect our business, financial condition, results of operations and
the return to our shareholders on their common shares or ADSs. For further information, see “Item 11. Quantitative and Qualitative Disclosures About Market Risk—Risk of Variation in Foreign
Exchange Rates.”

We depend on strategic alliances or commercial relationshipsin many of the countriesin which we operate, and our business may suffer if any of our strategic alliances or commercial relationships
terminates.

We maintain a number of alliances and other commercial relationships in many of the jurisdictions in which LATAM and its affiliates operate. These alliances or commercial relationships
allow us to enhance our network and, in some cases, to offer our customers services that we could not otherwise offer. If any of our strategic alliances or commercial relationships deteriorates, or any
of these agreements are terminated, our business, financial condition and results of operations could be adversely affected.

Our business and results of operations may suffer if we fail to obtain and maintain routes, suitable airport access, slots and other operating permits. Also, technical and operational problems with
the airport infrastructure of cities in which we have a focus may have a material adverse effect on us.

Our business depends upon our access to key routes and airports. Bilateral aviation agreements between countries, open skies laws and local aviation approvals frequently involve political and
other considerations outside of our control. Our operations could be constrained by any delay or inability to gain access to key routes or airports, including:

. limitations on our ability to process more passengers;

. the imposition of flight capacity restrictions;

. the inability to secure or maintain route rights in local markets or under bilateral agreements; or
. the inability to maintain our existing slots and obtain additional slots.

We operate numerous international routes subject to bilateral agreements, as well as domestic flights within Chile, Peru, Brazil, Argentina, Ecuador and Colombia, subject to local route and
airport access approvals. See “Item 4. Information on the Company—B. Business Overview—Regulation.”

There can be no assurance that existing bilateral agreements with the countries in which our companies are based and permits from foreign governments will continue. A modification,
suspension or revocation of one or more bilateral agreements could have a material adverse effect on our business, financial condition and results of operations. The suspension of our permission to
operate in certain airports, destinations or slots, or the imposition of other sanctions could also have a material adverse effect. A change in the administration of current laws and regulations or the
adoption of new laws and regulations in any of the countries in which we operate that restrict our route, airport or other access may have a material adverse effect on our business, financial condition
and results of operations.

Moreover, our operations and growth strategy are dependent on the facilities and infrastructure of key airports, including Santiago’s International Airport, Sdo Paulo’s Guarulhos International
and Congonhas Airports, Brasilia’s International Airport and Lima’s Jorge Chavez International Airport.

Santiago’s Comodoro Arturo Merino Benitez International Airport is currently facing an important expansion, which is expected to be completed by 2021. If the expansion continues to be
delayed, this will likely impact our operations and may affect our ability to remain competitive.

One of the major operational risks we face on a daily basis at Lima’s Jorge Chavez International Airport is the limited number of parking positions. Additionally, the indoor infrastructure of
the airport limits our ability to manage connections and launch new flights due to the lack of gates and increasing security and immigration controls. We expect that for the next few years, Lima’s
airport’s capacity will remain as it is today, limiting our ability to grow and affecting our competitiveness in the country and in the region.

Brazilian airports, such as the Brasilia, and Sdo Paulo (Guarulhos) International Airports, have limited the number of takeoff and landing slots per day due to infrastructural limitations. Any
condition that would prevent or delay our access to airports or routes that are vital to our strategy, or our inability to maintain our existing slots and obtain additional slots, could materially adversely
affect our operations.




A significant portion of our cargo revenue comes from relatively few product types and may be impacted by events affecting their production, trade or demand.

Our cargo demand, especially from Latin American exporters, is concentrated in a small number of product categories, such as exports of fish, sea products and fruits from Chile, asparagus
from Peru and fresh flowers from Ecuador and Colombia. Events that adversely affect the production, trade or demand for these goods may adversely affect the volume of goods that we transport
and may have a significant impact on our results of operations. Future trade protection measures by or against the countries for which we provide cargo services may have an impact in cargo traffic
volumes and adversely affect our financial results. Some of our cargo products are sensitive to foreign exchange rates and, therefore, traffic volumes could be impacted by the appreciation or
depreciation of local currencies.

Our operations are subject to fluctuationsin the supply and cost of jet fuel, which could adversely impact our business.

Higher jet fuel prices could have a materially adverse effect on our business, financial condition and results of operations. Jet fuel costs have historically accounted for a significant amount of
our operating expenses, and accounted for 30.9% of our operating expenses in 2018. For additional information, see “Item 4. Information on the Company—B. Business Overview—Fuel Supplies”.
Both the cost and availability of fuel are subject to many economic and political factors and events that we can neither control nor predict, including international political and economic
circumstances such as the political instability in major oil-exporting countries. Any future fuel supply shortage (for example, as a result of production curtailments by the Organization of the
Petroleum Exporting Countries, or “OPEC”), a disruption of oil imports, supply disruptions resulting from severe weather or natural disasters, labor actions such as the 2018 trucking strike in Brazil,
the continued unrest in the Middle East or other events could result in higher fuel prices or reductions in scheduled airline services. We cannot ensure that we would be able to offset any increases in
the price of fuel by increasing our fares. In addition, lower fuel prices may result in lower fares through the reduction or elimination of fuel surcharges. We have entered into fuel hedging
arrangements, but there can be no assurance that such arrangements will be adequate to protect us from an increase in fuel prices in the near future or in the long term. Also, while these hedging
arrangements are designed to limit the effect of an increase in fuel prices, our hedging methods may also limit our ability to take advantage of any decrease in fuel prices, as was the case in 2015 and,
to a lesser extent, in 2016. See “Item 11. Quantitative and Qualitative Disclosures About Market Risk—Risk of Variation in Fuel Prices.”

Werely on maintaining a high aircraft utilization rate to increase our revenues and absorb our fixed costs, which makes us especially vulnerable to delays.

A key element of our strategy is to maintain a high daily aircraft utilization rate, which measures the number of hours we use our aircraft per day. High daily aircraft utilization allows us to
maximize the amount of revenue we generate from our aircraft and absorb the fixed costs associated with our fleet and is achieved, in part, by reducing turnaround times at airports and developing
schedules that enable us to increase the average hours flown per day. Our rate of aircraft utilization could be adversely affected by a number of different factors that are beyond our control, including
air traffic and airport congestion, adverse weather conditions, unanticipated maintenance and delays by third-party service providers relating to matters such as fueling and ground handling. If an
aircraft falls behind schedule, the resulting delays could cause a disruption in our operating performance and have a financial impact on our results.

We fly and depend upon Airbus and Boeing aircraft, and our business could suffer if we do not receive timely deliveries of aircraft, if aircraft from these companies become unavailable or if the
public negatively perceives our aircraft.

As our fleet has grown, our reliance on Airbus and Boeing has also grown. As of December 31, 2018, LATAM Airlines Group has a total fleet of 239 Airbus and 81 Boeing aircraft. Risks
relating to Airbus and Boeing include:

. our failure or inability to obtain Airbus or Boeing aircraft, parts or related support services on a timely basis because of high demand, aircraft delivery backlog or other factors;
. the interruption of fleet service as a result of unscheduled or unanticipated maintenance requirements for these aircraft;
. the issuance by the Chilean or other aviation authorities of directives restricting or prohibiting the use of our Airbus or Boeing aircraft, or requiring time-consuming inspections and

maintenance;
. adverse public perception of a manufacturer as a result of safety concerns, negative publicity or other problems, whether real or perceived, in the event of an accident; or
. delays between the time we realize the need for new aircraft and the time it takes us to arrange for Airbus and Boeing or for a third-party provider to deliver this aircraft.
The occurrence of any one or more of these factors could restrict our ability to use aircraft to generate profits, respond to increased demands, or could otherwise limit our operations and

adversely affect our business. For further information, related to current contractual obligations, see “Item 5. Operating and Financial Review and Prospects—F. Long term Indebtedness—Tabular
Disclosure of Contractual Obligations.”




If we are unable to incorporate leased aircraft into our fleet at acceptable rates and termsin the future, our business could be adversely affected.

A large portion of our aircraft fleet is subject to long-term operating leases. Our operating leases typically run from three to 12 years from the date of execution. We may face more competition
for, or a limited supply of, leased aircraft, making it difficult for us to negotiate on competitive terms upon expiration of our current operating leases or to lease additional capacity required for our
targeted level of operations. If we are forced to pay higher lease rates in the future to maintain our capacity and the number of aircraft in our fleet, our profitability could be adversely affected.

Our business may be adversely affected if we are unable to service our debt or meet our future financing requirements.

We have a high degree of debt and payment obligations under our aircraft operating leases and financial debt arrangements. We require significant amounts of financing to meet our aircraft
capital requirements and may require additional financing to fund our other business needs. We cannot guarantee that we will have access to or be able to arrange for financing in the future on
favorable terms. Higher financing costs could affect our ability to expand or renew our fleet, which in turn could adversely affect our business.

In addition, the majority of our property and equipment is subject to liens securing our indebtedness. In the event that we fail to make payments on secured indebtedness, creditors’
enforcement of liens could limit or end our ability to use the affected property and equipment to fulfill our operational needs and thus generate revenue. For further information, related to current
contractual obligations, see “Item 5. Operating and Financial Review and Prospects—F. Long term Indebtedness—Tabular Disclosure of Contractual Obligations.”

Moreover, external conditions in the financial and credit markets may limit the availability of funding at particular times or increase its costs, which could adversely affect our profitability, our
competitive position and result in lower net interest margins, earnings and cash flows, as well as lower returns on shareholders’ equity and invested capital. Factors that may affect the availability of
funding or cause an increase in our funding costs include global macro-economic crises, reductions in our credit rating or in that of our issuances, and other potential market disruptions.

We have significant exposure to LIBOR and other floating interest rates; increases in interest rates will increase our financing costs and may have adverse effects on our financial condition and
results of operations.

We are exposed to the risk of interest rate variations, principally in relation to the U.S. dollar London Interbank Offer Rate (“LIBOR”). Many of our financial leases are denominated in U.S.
dollars and bear interest at a floating rate. 40.5% of our outstanding consolidated debt as of December 31, 2018 bears interest at a floating rate (after giving effect to interest rate hedging
agreements). Volatility in LIBOR or other reference rates could increase our periodic interest and lease payments and have an adverse effect on our total financing costs. We may be unable to
adequately adjust our prices to offset any increased financing costs, which would have an adverse effect on our results of operations.

On July 27, 2017, the Financial Conduct Authority (the authority that regulates LIBOR) announced that it intends to stop compelling banks to submit rates for the calculation of LIBOR after
2021. It is unclear whether new methods of calculating LIBOR will be established such that it continues to exist after 2021. The U.S. Federal Reserve, in conjunction with the Alternative Reference
Rates Committee, is considering replacing U.S. dollar LIBOR with a newly created index, calculated based on repurchase agreements backed by treasury securities. It is not possible to predict the
effect of these changes, other reforms or the establishment of alternative reference rates in the United Kingdom, the United States or elsewhere. See also the discussion of interest rate risk in “Item
11. Quantitative and Qualitative Disclosures About Market Risk—*“Risk of Fluctuations in Interest Rates.”

Increases in insurance costs and/or significant reductions in coverage could harm our financial condition and results of operations.

Major events affecting the aviation insurance industry (such as terrorist attacks, hijackings or airline crashes) may result in significant increases of airlines’ insurance premiums or in
significant decreases of insurance coverage, as occurred after the September 11, 2001 terrorist attacks. Further increases in insurance costs or reductions in available insurance coverage could have
an adverse impact on our financial results and results of operations and increase the risk that we experience uncovered losses.

Problems with air traffic control systems or other technical failures could interrupt our operations and have a material adverse effect on our business.

Our operations, including our ability to deliver customer service, are dependent on the effective operation of our equipment, including our aircraft, maintenance systems and reservation
systems. Our operations are also dependent on the effective operation of domestic and international air traffic control systems and the air traffic control infrastructure by the corresponding authorities
in the markets in which we operate. Equipment failures, personnel shortages, air traftic control problems and other factors that could interrupt operations could adversely affect our operations and
financial results as well as our reputation.




We depend on a limited number of suppliersfor certain aircraft and engine parts.

We depend on a limited number of suppliers for aircraft, aircraft engines and many aircraft and engine parts. As a result, we are vulnerable to problems associated with the supply of those
aircraft, parts and engines, including design defects, mechanical problems, contractual performance by the suppliers, or adverse perception by the public that would result unscheduled maintenance
requirements, in customer avoidance or in actions by the aviation authorities resulting in an inability to operate our aircraft. During the year 2018, LATAM Airlines’s main suppliers were aircraft
manufacturers Airbus and Boeing.

In addition to Airbus and Boeing, LATAM Airlines has a number of other suppliers, primarily related to aircraft accessories, spare parts, and components, including Pratt & Whitney, MTU
Maintenance, Rolls-Royce, and Pratt and Whitney Canada.

During 2018, Airbus experienced delays in the delivery of A320neo aircraft worldwide, which we understand is related to problems with the aircraft’s Pratt & Whitney engines. We are
currently expecting delivery of 9 A320neo aircraft during 2019, and any delays in delivery could adversely affect our operations. In addition, we currently have four A320neo aircraft in our fleet,
and problems associated with the lack of availability of Pratt & Whitney engines could potentially prevent these aircraft from remaining operational.

Rolls Royce is experiencing problems related to earlier-than-expected maintenance on the Rolls Royce Trent 1000 engines that power the Boeing 787 aircraft. The unexpected additional
engine maintenance has reduced the number of Boeing 787 aircraft available in service and may also impact our A350 aircraft. During 2018, LATAM had a lower availability for its Boeing 787 fleet
(part of which remains unavailable awaiting engine maintainance by Rolls Royce). This has caused significant operational challenges for the company as LATAM has had to change itineraries,
aircraft types for select routes, and wetlease aircraft from third parties to meet aircraft requirements. We cannot assure that we will not continue to have significant operational disruptions that could
negatively affect our operations and financial results.

Our business relies extensively on third-party service providers. Failure of these parties to perform as expected, or interruptions in our relationships with these providers or in their provision of
servicesto us, could have an adverse effect on our financial position and results of operations.

We have engaged a significant number of third-party service providers to perform a large number of functions that are integral to our business, including regional operations, operation of
customer service call centers, distribution and sale of airline seat inventory, provision of technology infrastructure and services, performance of business processes, including purchasing and cash
management, provision of aircraft maintenance and repairs, catering, ground services, and provision of various utilities and performance of aircraft fueling operations, among other vital functions
and services. We do not directly control these third-party service providers, although we do enter into agreements with many of them that define expected service performance. Any of these third-
party service providers, however, may materially fail to meet their service performance commitments, may suffer disruptions to their systems that could impact their services, or the agreements with
such providers may be terminated. For example, flight reservations booked by customers and/or travel agencies via third-party GDSs (Global Distribution Systems) may be adversely affected by
disruptions in our business relationships with GDS operators or by issues in the GDS’s operations. Such disruptions, including a failure to agree upon acceptable contract terms when contracts expire
or otherwise become subject to renegotiation, may cause the carriers’ flight information to be limited or unavailable for display, significantly increase fees for both us and GDS users, and impair our
relationships with customers and travel agencies. The failure of any of our third-party service providers to adequately perform their service obligations, or other interruptions of services, may reduce
our revenues and increase our expenses or prevent us from operating our flights and providing other services to our customers. In addition, our business, financial performance and reputation could
be materially harmed if our customers believe that our services are unreliable or unsatisfactory.

Disruptions or security breaches of our information technology infrastructure or systems could interfere with our operations, compromise passenger or employee information, and expose us to
liability, possibly causing our business and reputation to suffer.

A serious internal technology error, failure, or cybersecurity incident impacting systems hosted internally at our data centers or externally at third-party locations, or large-scale interruption in
technology infrastructure we depend on, such as power, telecommunications or the internet, may disrupt our technology network with potential impact on our operations. Our technology systems and
related data may also be vulnerable to a variety of sources of interruption, including natural disasters, terrorist attacks, telecommunications failures, computer viruses, cyber attacks and other security
issues. These systems include our computerized airline reservation system, flight operations system, telecommunications systems, website, custumer, self-service applications (“apps”), maintenance
systems, check-in kiosks, in-flight entertainment systems and data centers.

In addition, as a part of our ordinary business operations, we collect and store sensitive data, including personal information of our passengers and employees and information of our business
partners. The secure operation of the networks and systems on which this type of information is stored, processed and maintained is critical to our business operations and strategy. Unauthorized
parties may attempt to gain access to our systems or information through fraud, deception, or cybersecurity incident. Hardware or software we develop or acquire may contain defects that could
unexpectedly compromise information security. The compromise of our technology systems resulting in the loss, disclosure, misappropriation of, or access to, customers’, employees’ or business
partners’ information could result in legal claims or proceedings, liability or regulatory penalties under laws protecting the privacy of personal information, disruption to our operations and damage
to our reputation, any or all of which could adversely affect our business.




Increasesin our labor costs, which constitute a substantial portion of our total operating expenses, could directly impact our earnings.

Labor costs constitute a significant percentage of our total operating expenses (18.8% in 2018) and at times in our operating history we have experienced pressure to increase wages and
benefits for our employees. A significant increase in our labor costs could result in a material reduction in our earnings.

Collective action by employees could cause operating disruptions and adversely impact our business.

Certain employee groups such as pilots, flight attendants, mechanics and our airport personnel have highly specialized skills. As a consequence, actions by these groups, such as strikes, walk-
outs or stoppages, could severely disrupt our operations and adversely impact our operating and financial performance, as well as our image.

A strike, work interruption or stoppage or any prolonged dispute with our employees who are represented by any of these unions could have an adverse impact on our operations. These risks
are typically exacerbated during periods of renegotiation with the unions, which typically occurs every two to four years depending on the jurisdiction and the union. Any renegotiated collective
bargaining agreement could feature significant wage increases and a consequent increase in our operating expenses. Any failure to reach an agreement during negotiations with unions may require us
to enter into arbitration proceedings, use financial and management resources, and potentially agree to terms that are less favorable to us than our existing agreements. Employees who are not
currently members of unions may also form new unions that may seek further wage increases or benefits.

Our business may experience adver se consequences if we are unable to reach satisfactory collective bargaining agreements with our unionized employees.

As of December 31, 2018, approximately 86% of our employees, including administrative personnel, cabin crew, flight attendants, pilots and maintenance technicians are members of unions
and have contracts and collective bargaining agreements which expire on a regular basis. Our business, financial condition and results of operations could be materially adversely affected by a
failure to reach agreement with any labor union representing such employees or by an agreement with a labor union that contains terms that are not in line with our expectations or that prevent us
from competing effectively with other airlines. For further information regarding the unions representing our employees in each country in which we operate and with which we have established
collective bargaining agreements, see “Item 6. Directors, Senior Management and Employees—D. Employees—Labor Relations.”

We may experience difficulty finding, training and retaining employees.

Our business is labor intensive. We employ a large number of pilots, flight attendants, maintenance technicians and other operating and administrative personnel. The airline industry has, from
time to time, experienced a shortage of qualified personnel, especially pilots and maintenance technicians. In addition, as is common with most of our competitors, we may, from time to time, face
considerable turnover of our employees. Should the turnover of employees, particularly pilots and maintenance technicians, sharply increase, our training costs will be significantly higher. We
cannot assure you that we will be able to recruit, train and retain the managers, pilots, technicians and other qualified employees that we need to continue our current operations or replace departing
employees. An increase in turnover or failure to recruit, train and retain qualified employees at a reasonable cost could materially adversely affect our business, financial condition, and results of
operations.

Risks Related to the Airline Industry and the Countries in Which We Operate

Our performance is heavily dependent on economic conditions in the countries in which we do business. Negative economic conditions in those countries could adversely impact our business and
results of operations and cause the market price of our common shares and ADSs to decrease.

Passenger and cargo demand is heavily cyclical and highly dependent on global and local economic growth, economic expectations and foreign exchange rate variations, among other things.
In the past, our business has been adversely affected by global economic recessionary conditions, weak economic growth in Chile, recession in Brazil and Argentina and poor economic performance
in certain emerging market countries in which we operate. The occurrence of similar events in the future could adversely affect our business. We plan to continue to expand our operations based in
Latin America and our performance will, therefore, continue to depend heavily on economic conditions in the region.
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Any of the following factors could adversely affect our business, financial condition and results of operations in the countries in which we operate:
e changes in economic or other governmental policies;
e changes in regulatory, legal or administrative practices;

e weak economic performance, including, but not limited to, a slowdown in the Brazilian economy, political instability low economic growth, low consumption and/or investment rates, and
increased inflation rates; or

e other political or economic developments over which we have no control.

No assurance can be given that capacity reductions or other steps we may take in response to weakened demand will be adequate to offset any future reduction in our cargo and/or air travel
demand in markets in which we operate. Sustained weak demand may adversely impact our revenues, results of operations or financial condition.

An adverse economic environment, whether global, regional or in a particular country, could result in a reduction in passenger traffic, as well as a reduction in our cargo business, and could
also impact our ability to raise fares, which in turn would materially and negatively affect our financial condition and results of operations.

We are exposed to increases in landing fees and other airport service charges that could adversely affect our margin and competitive position. Also, it cannot be assured that in the future we will
have access to adequate facilities and landing rights necessary to achieve our expansion plans.

We must pay fees to airport operators for the use of their facilities. Any substantial increase in airport charges, including at Guarulhos International Airport in Sdo Paulo, Jorge Chavez
International Airport in Lima or Comodoro Arturo Merino Benitez International Airport in Santiago, could have a material adverse impact on our results of operations. Passenger taxes and airport
charges have increased substantially in recent years. We cannot assure you that the airports in which we operate will not increase or maintain high passenger taxes and service charges in the future.
Any such increases could have an adverse effect on our financial condition and results of operations.

Certain airports that we serve (or that we plan to serve in the future) are subject to capacity constraints and impose various restrictions, including takeoff and landing slot restrictions during
certain periods of the day and limits on aircraft noise levels. We cannot be certain that we will be able to obtain a sufficient number of slots, gates and other facilities at airports to expand our
services in line with our growth strategy. It is also possible that airports not currently subject to capacity constraints may become so in the future. In addition, an airline must use its slots on a regular
and timely basis or risk having those slots re-allocated to others. Where slots or other airport resources are not available or their availability is restricted in some way, we may have to amend our
schedules, change routes or reduce aircraft utilization. Any of these alternatives could have an adverse financial impact on our operations. We cannot ensure that airports at which there are no such
restrictions may not implement restrictions in the future or that, where such restrictions exist, they may not become more onerous. Such restrictions may limit our ability to continue to provide or to
increase services at such airports.

Our business s highly regulated and changes in the regulatory environment in the countries in which we operate may adversely affect our business and results of operations.

Our business is highly regulated and depends substantially upon the regulatory environment in the countries in which we operate or intend to operate. For example, price controls on fares may
limit our ability to effectively apply customer segmentation profit maximization techniques (“passenger revenue management”) and adjust prices to reflect cost pressures. High levels of government
regulation may limit the scope of our operations and our growth plans. The possible failure of aviation authorities to maintain the required governmental authorizations or our failure to comply with
applicable regulations, may adversely affect our business and results of operations.

Our business, financial condition, results of operations and the price of preferred shares and ADSs may be adversely affected by changes in policy or regulations at the federal, state or
municipal level in the countries in which we operate, involving or affecting factors such as:

. interest rates;

. currency fluctuations;
. monetary policies;

. inflation;

. liquidity of capital and lending markets;

. tax and social security policies;




. labor regulations;
. energy and water shortages and rationing; and
. other political, social and economic developments in or affecting Brazil, Chile, Peru, and the United States, among others.

For example, the Brazilian federal government has frequently intervened in the domestic economy and made drastic changes in policy and regulations to control inflation and affect other
policies and regulations. This required the federal government to increase interest rates, change taxes and social security policies, implement price controls, currency exchange and remittance
controls, devaluations, capital controls and limits on imports.

Uncertainty over whether the Brazilian federal government will implement changes in policy or regulation affecting these or other factors may contribute to economic uncertainty in Brazil and
to heightened volatility in the Brazilian securities markets and securities issued abroad by Brazilian companies. These and other developments in the Brazilian economy and governmental policies
may adversely affect us and our business and results of operations and may adversely affect the trading price of our preferred shares and ADSs.

We are also subject to international bilateral air transport agreements that provide for the exchange of air traffic rights between the countries where we operate, and we must obtain permission
from the applicable foreign governments to provide service to foreign destinations. There can be no assurance that such existing bilateral agreements will continue, or that we will be able to obtain
more route rights under those agreements to accommodate our future expansion plans. Any modification, suspension or revocation of one or more bilateral agreements could have a material adverse
effect on our business, financial condition and results of operations. The suspension of our permits to operate to certain airports or destinations, the inability for us to obtain favorable take-off and
landing authorizations at certain high-density airports or the imposition of other sanctions could also have a negative impact on our business. We cannot be certain that a change in a foreign
government’s administration of current laws and regulations or the adoption of new laws and regulations will not have a material adverse effect on our business, financial condition and results of
operations.

Losses and liabilities in the event of an accident involving one or more of our aircraft could materially affect our business.

We are exposed to potential catastrophic losses in the event of an aircraft accident, terrorist incident or any other similar event. There can be no assurance that, as a result of an aircraft accident
or significant incident:

. we will not need to increase our insurance coverage;

. our insurance premiums will not increase significantly;

. our insurance coverage will fully cover all of our liability; or
. we will not be forced to bear substantial losses.

Substantial claims resulting from an accident or significant incident in excess of our related insurance coverage could have a material adverse effect on our business, financial condition and
results of operations. Moreover, any aircraft accident, even if fully insured, could cause the negative public perception that our aircraft are less safe or reliable than those operated by other airlines, or
by other flight operators, which could have a material adverse effect on our business, financial condition and results of operations.

Insurance premiums may also increase due to an accident or incident affecting one of our alliance partners or other airlines, or due to a perception of increased risk in the industry related to
concerns about war or terrorist attacks, the general industry, or general industry safety.

High levels of competition in the airline industry, such as the presence of low-cost carriersin the markets in which we operate, may adversely affect our level of operations.

Our business, financial condition and results of operations could be adversely affected by high levels of competition within the industry, particularly the entrance of new competitors into the
markets in which we operate. Airlines compete primarily over fare levels, frequency and dependability of service, brand recognition, passenger amenities (such as frequent flyer programs) and the
availability and convenience of other passenger or cargo services. New and existing airlines (and companies providing ground cargo or passenger transportation) could enter our markets and
compete with us on any of these bases, including by offering lower prices, more attractive services or increasing their route offerings in an effort to gain greater market share. For more information
regarding our main competitors, see “Item 4. Information of the Company—B. Business Overview—Passenger Operations—International Passenger Operations” and “Item 4. Information of the
Company—B. Business Overview—Passenger Operations—Business Model for Domestic Operations.”
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Low-cost carriers have an important impact in the industry’s revenues given their low unit costs. Lower costs allow low-cost carriers to offer inexpensive fares which, in turn, allow price
sensitive customers to fly or to shift from large to low cost carriers. In past years we have seen more interest in the development of the low-cost model throughout Latin America. For example, in the
Chilean market, Sky Airlines, our main competitor, has been migrating to a low-cost model since 2015, while in July 2017, JetSmart, a new low-cost airline, started operations. In the Peruvian
domestic market, VivaAir Peru, a new low-cost airline, started operations in May 2017. In Colombia, low-cost competitor VivaColombia has been operating in the domestic market since May 2012.
Low-cost competitors Flybondi and Norwegian began operations in the Argentinian domestic market during 2018. A number of low-cost carriers have announced growth strategies including
commitments to acquire significant numbers of aircraft for delivery in the next few years. The entry of the low-cost carriers local into markets in which we compete, including those described above,
could have a material adverse effect on our operations and financial performance.

Our international strategic growth plans rely, in part, upon receipt of regulatory approvals of the countries in which we plan to expand our operations of certain Joint Business Agreements
(JBAs). We may not be able to obtain those approvals, while other competitors might be approved. Accordingly, we might not be able to compete for the same routes as our competitors, which could
diminish our market share and adversely impact our financial results. No assurances can be given as to any benefits, if any, that we may derive from such agreements.

Some of our competitors may receive external support, which could adversely impact our competitive position.

Some of our competitors may receive support from external sources, such as their national governments, which may be unavailable to us. Support may include, among others, subsidies,
financial aid or tax waivers. This support could place us at a competitive disadvantage and adversely affect our operations and financial performance. For example, Aerolineas Argentinas has
historically been government subsidized.

Moreover, as a result of the competitive environment, there may be further consolidation in the Latin American and global airline industry, whether by means of acquisitions, joint ventures,
partnerships or strategic alliances. We cannot predict the effects of further consolidation on the industry. Furthermore, consolidation in the airline industry and changes in international alliances will
continue to affect the competitive landscape in the industry and may result in the development of airlines and alliances with increased financial resources, more extensive global networks and
reduced cost structures.

Some of the countries where we operate may not comply with international agreements previously established, which could increase the risk perception of doing business in that specific market and
as a consequence impact our business and financial results.

Rulings by a bankruptcy court in Brazil and by higher judicial authorities related to the bankruptcy proceedings of Avianca Brazil may appear to be inconsistent with the Cape Town
Convention (CTC) treaty that Brazil has signed, thus raising concerns about the rights of creditors in respect of financings secured by aircraft. Accordingly, if creditors perceive that an increase
business risk is created by these rulings for leasing or other financing transactions involving aircraft in Brazil, there is a possibility that rating agencies may issue lower credit ratings in respect of
financings that are secured by aircraft in Brazil. As a result, our business and financial results may be adversely affected if our financing activities in Brazil are impacted by such events..

Our operations are subject to local, national and international environmental regulations; costs of compliance with applicable regulations, or the consequences of noncompliance, could adversely
affect our results, our business or our reputation.

Our operations are affected by environmental regulations at local, national and international levels. These regulations cover, among other things, emissions to the atmosphere, disposal of solid
waste and aqueous effluents, aircraft noise and other activities incident to our business. Future operations and financial results may vary as a result of such regulations. Compliance with these
regulations and new or existing regulations that may be applicable to us in the future could increase our cost base and adversely affect our operations and financial results. In addition, failure to
comply with these regulations could adversely affect us in a variety of ways, including adverse effects on our reputation.

In 2016, the International Civil Aviation Organization (“ICAO”) adopted a resolution creating the Carbon Offsetting and Reduction Scheme for International Aviation (CORSIA), providing a
framework for a global market-based measure to stabilize carbon dioxide (“CO2”) emissions in international civil aviation (i.e., civil aviation flights that depart in one country and arrive in a
different country). CORSIA will be implemented in phases, starting with the participation of ICAO member states on a voluntary basis during a pilot phase (from 2021 through 2023), followed by a
first phase (from 2024 through 2026) and a second phase (from 2027). Currently, CORSIA focuses on defining standards for monitoring, reporting and verification of emissions from air operators,
as well as on defining steps to offset CO2 emissions after 2020. To the extent most of the countries in which we operate continue to be ICAO member states, in the future we may be affected by
regulations adopted pursuant to the CORSIA framework.

The proliferation of national regulations and taxes on CO2 emissions in the countries that we have domestic operations, including environmental regulations that the airline industry is facing in
Colombia, may also affect our costs of operations and our margins.

Our business may be adversely affected by a downturn in the airline industry caused by exogenous events that affect travel behavior or increase costs, such as outbreak of disease, weather
conditions and natural disasters, war or terrorist attacks.

Demand for air transportation may be adversely impacted by exogenous events, such as adverse weather conditions and natural disasters, epidemics (such as Ebola and Zika), terrorist attacks,
war or political and social instability. Situations such as these in one or more of the markets in which we operate could have a material impact on our business, financial condition and results of
operations. Furthermore, these types of situations could have a prolonged effect on air transportation demand and on certain cost items.

After the terrorist attacks in the United States on September 11, 2001, the Company made the decision to reduce its flights to the United States. In connection with the reduction in service, the
Company reduced its workforce resulting in additional expenses due to severance payments to terminated employees during 2001. Any future terrorist attacks or threat of attacks, whether or not
involving commercial aircraft, any increase in hostilities relating to reprisals against terrorist organizations or otherwise and any related economic impact could result in decreased passenger traffic
and materially and negatively affect our business, financial condition and results of operations.




After the 2001 terrorist attacks, airlines have experienced increased costs resulting from additional security measures that may be made even more rigorous in the future. In addition to
measures imposed by the U.S. Department of Homeland Security and the TSA, IATA and certain foreign governments have also begun to institute additional security measures at foreign airports we
serve.

Revenues for airlines depend on the number of passengers carried, the fare paid by each passenger and service factors, such as the timeliness of flight departures and arrivals. During periods of
fog, ice, low temperatures, storms or other adverse weather conditions, some or all of our flights may be cancelled or significantly delayed, reducing our profitability. In addition, fuel prices and
supplies, which constitute a significant cost for us, may increase as a result of any future terrorist attacks, a general increase in hostilities or a reduction in output of fuel, voluntary or otherwise, by
oil-producing countries. Such increases may result in both higher airline ticket prices and decreased demand for air travel generally, which could have an adverse effect on our revenues and results of
operations.

We are subject to risks related to litigation and administrative proceedings that could adversely affect our business and financial performance in the event of an unfavorable ruling.

The nature of our business exposes us to litigation relating to labor, insurance and safety matters, regulatory, tax and administrative proceedings, governmental investigations, tort claims and
contract disputes. Litigation is inherently costly and unpredictable, making it difficult to accurately estimate the outcome among other matters. Currently, as in the past, we are subject to proceedings
or investigations of actual or potential litigation. Although we establish accounting provisions as we deem necessary, the amounts that we reserve could vary significantly from any amounts we
actually pay due to the inherent uncertainties in the estimation process. We cannot assure you that these or other legal proceedings will not materially affect our business. For further information, see
“Item 8. Financial Information—Legal and Arbitration Proceedings.” and Note 31 of our audited consolidated financial statements included in this report.

We are subject to anti-corruption, anti-bribery, anti-money laundering and antitrust laws and regulations in Chile, the United Sates and in the various countries we operate. Violations of any such
laws or regulations could have a material adverseimpact on our reputation and results of operations and financial condition.

We are subject to anti-corruption, anti-bribery, anti-money laundering, antitrust and other international laws and regulations and are required to comply with the applicable laws and
regulations of all jurisdictions where we operate. In addition, we are subject to economic sanctions regulations that restrict our dealings with certain sanctioned countries, individuals and
entities. There can be no assurance that our internal policies and procedures will be sufficient to prevent or detect all inappropriate practices, fraud or violations of law by our affiliates, employees,
directors, officers, partners, agents and service providers or that any such persons will not take actions in violation of our policies and procedures. Any violations by us of laws or regulations could
have a material adverse effect on our business, reputation, results of operations and financial condition.

The Brazilian government has exercised, and may continue to exercise, significant influence over the Brazilian economy, which may have an adverse impact on our business, financial condition and
results of operations.

The Brazilian economy has been characterized by the significant involvement of the Brazilian government, which often changes monetary, credit, fiscal and other policies to influence Brazil’s
economy. The Brazilian government’s actions to control inflation and implement other policies have involved wage and price controls, depreciation of the real, controls over remittance of funds
abroad, intervention by the Central Bank to affect base interest rates and other measures. We have no control over, and cannot predict what measures or policies the Brazilian government may take
in the future.

The Peruvian government has exercised, and may continue to exercise, significant influence over the Peruvian economy, which may have an adverse impact on our business, financial condition and
results of operations.

In the past, Peru has experienced periods of severe economic recession, currency devaluation, high inflation, and political instability, which have led to adverse economic consequences. We
cannot assure you that Peru will not experience similar adverse developments in the future even though for some years now, several democratic procedures have been completed without any
violence. We cannot assure you that the current or any future administration will maintain business-friendly and open-market economic policies or policies that stimulate economic growth and social
stability. Any changes in the Peruvian economy or the Peruvian government’s economic policies may have a negative effect on our business, financial condition and results of operations.
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Instability and political unrest in Latin America may adversely affect our business

We operate primarily within Latin America and are thus subject to a full range of risks associated with our operations in this region. These risks may include unstable political or economic
conditions, lack of well-established or reliable legal systems, exchange controls and other limits on our ability to repatriate earnings and changeable legal and regulatory requirements.

Although conditions throughout Latin America vary from country to country, our customers’ reactions to developments in Latin America generally may result in a reduction in passenger
traffic, which could materially and negatively affect our financial condition and results of operations

Risks Related to our Common Shares and ADSs
Our major shareholders may have interests that differ from those of our other shareholders.

One of our major shareholder groups, the Cueto Group (the “LATAM Controlling Shareholders”), which as of February 28, 2019, beneficially owned 27.91% of our common shares, is entitled
to elect three of the nine members of our board of directors and is in a position to direct our management. In addition, the LATAM Controlling Shareholders have entered into a shareholders’
agreement with the Amaro Group, which as of February 28, 2019, held 2.58% of LATAM shares through TEP Chile, in addition to the indirect stake it has through the 21.88% interest it holds in
Costa Verde Aeronautica S.A., the main legal vehicle through which the Cueto Group holds LATAM shares, pursuant to which these two major shareholder groups have agreed to vote together to
elect individuals to our board of directors in accordance with their direct and indirect shareholder interest in LATAM. Pursuant to a shareholders’ agreement, the LATAM Controlling Shareholders
and the Amaro Group have also agreed to use their good faith efforts to reach an agreement and act jointly on all actions to be taken by our board of directors or shareholders’ meeting, and if unable
to reach to such agreement, to follow the proposals made by our board of directors. Decisions by the Company that require supermajority votes under Chilean law are subject to voting arrangements
by the LATAM Controlling Shareholders and the Amaro Group. In addition, another major shareholder, Qatar Airways Investments (UK) Ltd., which as of February 28, 2019, held 10.00% of our
common shares, is entitled to appoint one individual to our board of directors. The interests of our major shareholders may differ from those of our other shareholders. See “Item 7. Controlling
Shareholders and Related Party Transactions—A. Major Shareholders.”

Under the terms of the deposit agreement governing the ADSs, if holders of ADSs do not provide JP Morgan Chase Bank, N.A., in its capacity as depositary for the ADSs, with timely
instructions on the voting of the common shares underlying their ADRs, the depositary will be deemed to have been instructed to give a person designated by the board of directors the discretionary
right to vote those common shares. The person designated by the board of directors to exercise this discretionary voting right may have interests that are aligned with our controlling shareholders,
which may differ from those of our other shareholders. Historically, our board of directors has designated its chairman to exercise this right; for example, the members of the board of directors
elected by the shareholders in 2017 designated Ignacio Cueto, to serve in this role.

Trading of our ADSs and common shares in the securities marketsis limited and could experience further illiquidity and price volatility.

Our common shares are listed on the various Chilean stock exchanges. Chilean securities markets are substantially smaller, less liquid and more volatile than major securities markets in the
United States. In addition, Chilean securities markets may be materially affected by developments in other emerging markets, particularly other countries in Latin America. Accordingly, although
you are entitled to withdraw the common shares underlying the ADSs from the depositary at any time, your ability to sell the common shares underlying ADSs in the amount and at the price and
time of your choice may be substantially limited. This limited trading market may also increase the price volatility of the ADSs or the common shares underlying the ADSs.

Holders of ADRs may be adversely affected by currency devaluations and foreign exchange fluctuations.
If the Chilean peso exchange rate falls relative to the U.S. dollar, the value of the ADSs and any distributions made thereon from the depositary could be adversely affected. Cash distributions
made in respect of the ADSs are received by the depositary (represented by the custodian bank in Chile) in pesos, converted by the custodian bank into U.S. dollars at the then-prevailing exchange

rate and distributed by the depositary to the holders of the ADRs evidencing those ADSs. In addition, the depositary will incur foreign currency conversion costs (to be borne by the holders of the
ADRS) in connection with the foreign currency conversion and subsequent distribution of dividends or other payments with respect to the ADSs.
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Future changes in Chilean foreign investment controls and withholding taxes could negatively affect non-Chilean residents that invest in our shares.

Equity investments in Chile by non-Chilean residents have been subject in the past to various exchange control regulations that govern investment repatriation and earnings thereon. Although
not currently in effect, regulations of the Central Bank of Chile have in the past required, and could again require, foreign investors acquiring securities in the secondary market in Chile to maintain a
cash reserve or to pay a fee upon conversion of foreign currency to purchase such securities. Furthermore, any changes in withholding taxes could negatively affect non-Chilean residents that invest
in our shares.

We cannot assure you that additional Chilean restrictions applicable to the holders of ADRs, the disposition of the common shares underlying ADSs or the repatriation of the proceeds from an
acquisition, a disposition or a dividend payment, will not be imposed or required in the future, nor could we make an assessment as to the duration or impact, were any such restrictions to be
imposed or required. For further information, see “Item 10. Additional Information—D. Exchange Controls—Foreign Investment and Exchange Controls in Chile.”

Our ADSholders may not be able to exercise preemptive rightsin certain circumstances.

The Chilean Corporation Law provides that preemptive rights shall be granted to all shareholders whenever a company issues new shares for cash, giving such holders the right to purchase a
sufficient number of shares to maintain their existing ownership percentage. We will not be able to offer shares to holders of ADSs and shareholders located in the United States pursuant to the
preemptive rights granted to shareholders in connection with any future issuance of shares unless a registration statement under the U.S. Securities Act of 1933, as amended, (the “Securities Act”), is
effective with respect to such rights and shares, or an exemption from the registration requirements of the Securities Act is available. At the time of any rights offering, we will evaluate the potential
costs and liabilities associated with any such registration statement in light of any indirect benefit to us of enabling U.S. holders of ADRs evidencing ADSs and shareholders located in the United
States to exercise preemptive rights, as well as any other factors that may be considered appropriate at that time, and we will then make a decision as to whether we will file a registration statement.
We cannot assure you that we will decide to file a registration statement or that such rights will be available to ADS holders and shareholders located in the United States.

We are not required to disclose as much information to investors as a U.S. issuer is required to disclose and, as a result, you may receive less information about us than you would receive from a
comparable U.S. company.

The corporate disclosure requirements that apply to us may not be equivalent to the disclosure requirements that apply to a U.S. company and, as a result, you may receive less information
about us than you would receive from a comparable U.S. company. We are subject to the reporting requirements of the Securities Exchange Act of 1934, as amended, or the Exchange Act. The
disclosure requirements applicable to foreign issuers under the Exchange Act are more limited than the disclosure requirements applicable to U.S. issuers. Publicly available information about
issuers of securities listed on Chilean stock exchanges also provides less detail in certain respects than the information regularly published by listed companies in the United States or in certain other
countries. Furthermore, there is a lower level of regulation of the Chilean securities market and of the activities of investors in such markets as compared with the level of regulation of the securities
markets in the United States and in certain other developed countries. For further information, see “Item 16. Reserved—G. Corporate Governance.”

ITEM 4. INFORMATION ON THE COMPANY
A. HISTORY AND DEVELOPMENT OF THE COMPANY
General

LATAM Airlines Group is a Chilean-based airline holding company formed through the business combination of LAN Airlines S.A. of Chile and TAM 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. The Company is primarily involved in the transportation of
passengers and cargo and operates as one unified business enterprise. During 2016, we began the transition of unifying LAN and TAM into a single brand: LATAM.

LATAM’s airline holdings include LATAM and its affiliates in Chile, Peru, Argentina, Colombia and Ecuador, and LATAM Cargo and its affiliate LANCO (in Colombia), as well as TAM
S.A. and its affiliates TAM Linhas Aereas S.A (LATAM Airlines Brazil), TAM Transportes Aereos del Mercosur S.A., (LATAM Airlines Paraguay), LATAM Cargo and Multiplus. LATAM is a
publicly traded corporation listed on the Santiago Stock Exchange (“SSE”), the Chilean Electronic Exchange and the New York Stock Exchange (“NYSE”) with a market capitalization of US$7.02
billion as of February 28, 2019.

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 the

Scandinavian Airlines System. In 1994, 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 became the first Latin American airline to list its shares (which trade in the form of ADSs) on the New York Stock Exchange.
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Over the past decade, LATAM has significantly expanded its operations in Latin America, initiating services in Peru in 1999, Argentina in 2005, Ecuador in 2009, and Colombia in 2010. 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 combination with LAN in
2012, TAM ADSs were also listed on the NYSE.

Our principal executive offices are located at Presidente Riesco 5711, 20th floor, Las Condes, Santiago, Chile and our general telephone number at this location is (56-2) 2565-8765. We have
designated LATAM Airlines Group as our agent in the United States, located at 970 South Dixie Highway, Miami, Florida 33156. Our website address is www.latamairlinesgroup.net. Information
obtained on, or accessible through, this website is not incorporated by reference herein and shall not be considered part of this annual report. For more information contact Andrés del Valle, Senior
Vice President of Corporate Finance and Investor Relations, at InvestorRelations@latam.com.

The SEC maintains an internet site at http://www.sec.gov that contains reports, information statements, and other information regarding issuers that file electronically with the SEC.
Capital Expenditures

For a description of our capital expenditures, see “Item 5. Operating and Financial Review and Prospects—B. Liquidity and Capital Resources—Capital Expenditures.”
B. BUSINESS OVERVIEW
General

LATAM Airlines Group is the largest passenger airline in South America. We are also one of the largest airline groups in the world in terms of network connections, providing passenger
transport services to approximately 143 destinations in 26 countries and cargo services to approximately 150 destinations in 29 countries, with an operating fleet of 312 aircraft and a set of bilateral
alliances. In total, LATAM Airlines Group has approximately 41,000 employees. For the year 2018, LATAM transported approximately 69 million passengers. LATAM Airlines Group and its
affiliates currently provide domestic services in Brazil, Chile, Peru, Argentina, Colombia and Ecuador; we also provide intra-regional and long-haul operations. The cargo affiliate carriers of
LATAM in Chile, Brazil, and Colombia carry out cargo operations through the use of belly spaces on the passenger flights and dedicated cargo operations using freight aircraft. We also offer other
services, such as ground handling, courier, logistics and maintenance.

As of December 31, 2018, we provided scheduled passenger service to 17 destinations in Chile, 19 destinations in Peru, five destinations in Ecuador, 14 destinations in Argentina, 14
destinations in Colombia, 42 destinations in Brazil, 10 destinations in other Latin American countries and the Caribbean, eight destinations in North America, eight destinations in Europe, four
destinations in the South Pacific, one destination in Asia and one destination in Africa. In addition, as of December 31, 2018, through our various code-sharing and interline agreements, we offer
service to 70 destinations in North America, 44 destinations in Europe, 17 destinations in Australasia, 13 destinations in Asia and four destinations in Africa.

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 Adirlines Group is the
only airline group in the region with a domestic presence in six markets, as well as intra-regional and long-haul operations. As a result, the Company has geographical diversity and operational
flexibility, as well as a proven track record of acting quickly to adapt its 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, ensuring LATAM’s long term sustainability. We believe our most
important competitive strengths are:

Leader in the South America Airlines Space, with a Unique Leadership Position among Global Airlines
Through a successful regional expansion strategy, LATAM Airlines Group has become the leading international and domestic passenger airline group in South America. LATAM and its
affiliates 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 and also

some secondary cities in South America. Furthermore, through our significant presence in the largest hubs in South America—Lima and Sdo Paulo—we are able to offer the best connectivity
options between South America and the rest of the world.
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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 our break-even load factors and enhancing our 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, 2018, passenger, cargo and other revenues accounted for 84.0%, 11.4% and 4.6% of total revenues respectively.

Modern Fleet and Optimized Fleet Srategy

The average age of our fleet is under nine years, making it one of the most modern in Latin America and in the world. 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 in 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.

The Company’s current fleet plan includes 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 2018, LATAM incorporated two additional A321-200 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 which started operations in 2016.
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 2018, we incorporated two Airbus 350-900 into our fleet.

LATAM continues to take a flexible approach to its fleet plan in order to better align it to market conditions. During 2018, the Company received four aircraft and subleased eight aircraft to
third parties to adjust to demand during the year. In addition, LATAM further restructured its fleet delivery schedule, achieving a reduction of US$2.2 billion in fleet commitments for the period
2018-2021, equivalent to a reduction of approximately 40% of total fleet commitments for this period.

Srrong 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 and technologically advanced operations, and is well
recognized and respected in the markets in which we operate. In 2018, LATAM Airlines was the only South American airline group to be named as a ‘Five Star Global Airline’ for its in-flight
experience in the APEX 2019 Airlines Official Ratings, and was named in Official Airline Guide (OAG) as the most punctual ‘Mega Airline’, which compares the largest 20 operators in terms of
scheduled flights.

LAN joined the oneworld® alliance, one of the world’s leading airline alliances, in 2000. TAM (now LATAM Airlines Brazil) joined oneworld® in 2014, marking a significant milestone and
completing 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: an agreement with American Airlines, and a separate agreement with 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 British Airways and Iberia. These agreements are subject to regulatory approvals,
some of which were granted between 2016 and 2018. In 2017, the administrative court of economic defense of the CADE (Administrative Council for Economic Defense) in Brazil and the Civil
Aviation Authority in Colombia approved the agreements with American Airlines and British Airways and Iberia. During the review, the authorities evaluated the scope of the agreement in terms of
free competition and the benefits that it will bring to passengers, including improved connectivity, expansion of the destination network and reduced prices. Both agreements were approved in
Uruguay in 2016. In 2018, Chile’s Free Competition Defence Court (TDLC) approved the joint business agreements with American Airlines and British Airways and Iberia, for both passenger and
cargo businesses, subject to nine mitigation remedies. The TDLC’s decision has been appealed by certain third parties to the Supreme Court of Chile. In the meantime, LATAM Airlines Group is
evaluating the implementation of the joint business agreement with British Airways and Iberia, while the joint business agreement with American Airlines is subject to the approval of the
Department of Transportation in the United States.
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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 miles based on the price paid for the ticket, class of ticket purchased, and elite level, as well as by using the services of
outside partners in the program. In addition, Multiplus, a coalition of loyalty programs in Brazil and an affiliate of TAM, 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 flights and other
products at partner establishments.

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 limit 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.

Business Strategy

Our mission is to connect people safely, with operational excellence and a personal touch, seeking to become one of the most admired 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 Srengthen Our Network

We intend to continue to strengthen our route network in South America, offering the best connectivity within the region at competitive prices and ensuring that we are the most convenient
option for our passengers. We believe we are the only airline group in the world 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. 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.
Enhance 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 working 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 efficiency, 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 customized service offering in domestic and
international markets. We are currently working at an accelerated pace on cost initiatives in all these areas.

Organizational Srength

We aspire to be a group of passionate people, 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 and operate sustainably over the long term.
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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 LATAM’s strategic objectives.

Airline Operations and Route Network
The following tables set forth our operating revenues by activity and point of sale for the periods indicated:

Year ended December 31,

2018 2017 2016
(in US$ millions)
Total passenger revenues 8,709.0 8,494.5 7,877.7
Total cargo revenues 1,186.5 1,119.4 1,110.6
Total traffic revenues 9,895.5 9,613.9 8,988.3
Year ended December 31,
2018 2017 2016
(in US$ millions)
Peru 705.1 626.3 627.2
Argentina 989.9 1,113.5 1,031.0
United States 985.9 900.4 933.1
Europe 782.2 676.3 714.4
Colombia 372.8 359.3 343.0
Brazil 3,433.9 3,436.4 2,974.2
Ecuador 203.8 190.3 198.2
Chile 1,591.3 1,527.2 1,512.6
Asia Pacific and rest of Latin America 830.6 784.2 654.6
Total Operating Revenues 9,895.5 9,613.9 8,988.3

Passenger Operations
General

As of December 31, 2018, our passenger operations were performed through airlines in Chile, Brazil, Peru, Argentina, Colombia and Ecuador, where we operate both domestic and
international services. We collect and report operating data for our passenger operations in three categories: international (connecting more than one country), Domestic operations in Spanish
speaking countries or “SSC” (including Chile, Peru, Argentina, Colombia, and Ecuador), and Domestic Brazil (wholly within Brazil).

The following table sets forth certain of our passenger operating data for international and domestic routes for the periods indicated:

Year ended and as at December 31

2018 2017 2016
ASKs (million) (at period end)
International 81,059.7 76,366.1 73,541.9
SSC 24,664.0 23,821.0 23,847.1
Domestic Brazil 37,541.2 36,211.3 37,578.7
Total 143,264.9 136,398.4 134,967.7
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Year ended and as at December 31

2018 2017 2016
RPKSs (million)
International 68,365.2 66,344.2 63,392.6
SSC 20,220.6 19,407.9 19,293.7
Domestic Brazil 30,491.5 29,940.6 30,940.5
Total 119,077.3 115,692.7 113,626.9
Passengers (thousands)
International 16,456 16,057 15,107
SSC 23,928 22,775 22,829
Domestic Brazil 28,422 28,314 29,024
Total 68,806 67,146 66,960
Passenger RASK (passenger revenues/ASK, in US cents)
International " US¢6.1 US¢6.2 US¢5.8
ssc® US¢6.8 US¢7.3 US¢6.9
Domestic Brazil® US¢6.0 US¢6.6 US¢5.8
Combined Passenger RASK®?) US¢6.1 US¢6.2 US¢5.8
Passenger load factor (%)
International 84.3% 86.9% 86.2%
SSC 82.0% 81.5% 80.9%
Domestic Brazil 81.2% 82.7% 82.3%
Combined load factor 83.1% 84.8% 84.2%

(1) RASK information for each of our business units is provided because LATAM believes that it is useful information to understand trends in each of our operations. We use our revenues as
defined under IFRS to calculate this metric. The revenues per business unit include ticket revenue, breakage, excess baggage fee, frequent flyer program revenues and other revenues. These
operating measures may differ from similarly titled measures reported by other companies and should not be considered in isolation or as a substitute for measures of performance in accordance
with IFRS. This unaudited operating data is not included in or derived from LATAM’s financial statements.

(2) The combined Passenger RASK for LATAM is calculated by dividing passenger revenues by total passenger ASKs.

International Passenger Operations

Our international network combines the international operations of our Chilean, Peruvian, Ecuadorian, Argentinean, Colombian and Brazilian affiliates. We have operated international
services out of Chile since 1946 and have since greatly expanded our international services, offering flights out of Peru, Ecuador, Argentina, Colombia and Brazil. As of December 31, 2018, we
offer 32 international destinations in 20 countries, in addition to our domestic destinations and international flights and connections between our domestic destinations.

Our general strategy to expand our international network is aimed at enhancing our value proposition by offering customers more destinations and routing alternatives. Sustained development
of our international network is a crucial factor in our long-term strategy. The group provides long-haul services out of Santiago, Lima, Guayaquil, Buenos Aires, Bogota, Sao Paulo and Rio de
Janeiro. The group also provides regional services from Chile, Peru, Ecuador, Argentina, Colombia and Brazil.

During 2018, the group has continued to grow at Guarulhos Airport in Sao Paulo, Jorge Chavez Airport in Lima and Comodoro Arturo Merino Benitez Airport in Santiago, launching 6 new
international destinations during the year: Costa Rica, Las Vegas, Boston, Rome, Lisbon and Tel Aviv.

As part of our mission, LATAM seeks to promote tourism to South America. Due to our large network of services, visitors from around the world can experience world-renowned destinations
such as Cusco, Easter Island, the Galapagos Islands, Iguazu Falls in Brazil, and Patagonia in Chile and Argentina, including the cities of Punta Arenas, Puerto Natales, Ushuaia, El Calafate and

Bariloche.
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Market Share Information

The following table presents air passenger traffic information for international flights (including intra-regional flights) and LATAM’s market share in each geographic market in which we
operate:

LATAM p ger figures LATAM’s Market Share

Country % variation 2018-2017 2018 2017 % variation

Brazil( +6.6% 68.5% 74.9% -6.4p.p.
Chile® +2.5% 57.5% 58.0% -0.5p.p.
Argentina®) -2.7% 27.0% 28.3% -1.3p.p.
Peru® +8.4% 41.7% 41.6% +0.1p.p
Colombia® -6.1% 7.4% 8.7% -1.3p.p
Ecuador©® -1.5% 15.5% 15.9% -0.4p.p.

(1) Source: ANAC Brazil’s website. Market share considers RPKs.

(2) Source: JAC Chile’s website. Market share considers RPKs.

(3) Source: EANA Argentina’s website. Market share considers passenger transported.

(4) Source: Ministry of Transportation Peru’s website. Market share considers number of passengers carried as of December 2017.
(5) Source: DGAC Colombia’s website. Market share considers RPKs

(6) Source: Diio.net. Market share considers ASKs.
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Competitorsin international routes
The following table shows LATAM’s main competitors in each geographic market in which we operate:

Country Route Competitors

Brazil North America American Airlines, United Airlines, Delta Air Lines, Azul Linhas
Aereas and Avianca Brazil.

Latin America Copa, Gol, Avianca, Aerolineas Argentinas, Aeromexico, Avianca
Brazil, Azul Linhas Aereas.

Europe TAP Portugal, Air France-KLM, Lufthansa, Alitalia, British
Airways, Iberia and Air Europa.

Africa Ethiopian Airlines, Royal Air Maroc, South African Airways,
TAAG Angola Airlines, and Cabo Verde Airlines.

Chile North America American Airlines, Air Canada, Delta Air Lines, Aeromexico, and
United Airlines.

Latin America Copa, Avianca, Sky Airline, Aeromexico, Gol, Avianca Brazil,
Aerolineas Argentinas and JetSmart.

Europe Iberia, Air France-KLM, Alitalia, British Airways, Air Europa.
Pacific Qantas Airways.
Argentina North America American  Airlines, Aerolineas Argentinas, United Airlines,

Aeromexico, Delta Air Lines, and Air Canada.
Latin America Aerolineas Argentinas, Copa, Gol, Avianca, Aeromexico, and Azul.

Peru North America American Airlines, Avianca, Aeromexico, United Airlines, Air
Canada, and Delta Air Lines.

Latin America Avianca, Copa, Aeromexico, Sky Airline and IntetJet.
Europe Air France-KLM, Iberia, Air Europa, Plus Ultra, and British
Airways.
Colombia North America Avianca, American Airlines, Aeromexico, United Airlines, JetBlue

Airways. InterJet, Spirit Airlines and Delta Air Lines.

Latin America Avianca, Aeromexico, Copa, InterJet, Avianca Brazil, and Aerolineas
Argentinas.
Ecuador North America American Airlines, TAME Linea Aerea del Ecuador, Delta Air Lines,

Aeromexico, United Airlines, JetBlue Airways and Spirit Airlines.

Latin America Avianca, Copa, Aeromexico, TAME Linea Aerea del Ecuador and
Avior Airlines

Europe Air France-KLM, Iberia and Air Europa.

Source: Diio.net considering ASKs.
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Domestic Passenger Operations

As of December 31, 2018, domestic passenger services within Chile, Brazil, Peru, Ecuador, Argentina and Colombia were operated by LATAM Airlines Chile, LATAM Airlines Brazil,
LATAM Airlines Peru, LATAM Airlines Ecuador, LATAM Airlines Argentina and LATAM Airlines Colombia, respectively.

Business Model for Domestic Operations

In November 2016, the group announced an important project to revamp the business model of our domestic services offerings in the six domestic markets where we operate in South America.
The purpose of this change was to increase our competitiveness and ensure the long-term sustainability of our domestic business model. As of December 2018, LATAM had implemented this new
travel model in its domestic operations in Brazil, Chile, Colombia, Ecuador, Argentina and Peru. This project seeks to increase our operational efficiency, allowing us to provide more competitive
fares, and contributing to the development of tourism and the growth of air travel per capita in the region. The new domestic service model requires continuous cost reduction efforts, and we
continue to implement a series of initiatives to reduce cost per ASK in all domestic operations. These efforts are aimed at significantly reducing selling and distribution expenses, increasing fleet
utilization and operational productivity and simplifying back-office and support functions, thereby allowing us to expand our operations while controlling fixed costs.

Another key element of this business model is initiatives to increase our ancillary revenues, while allowing passengers to customize their journey. Customers on domestic flights are now able
to access a simpler sales platform, which allows them to choose their fare depending on the type of journey they want, and to purchase additional services such as extra luggage, a variety of food and
beverage options on board, preferred seating options and the flexibility to change tickets.

We continue to develop digital initiatives to empower passengers providing them an enhanced digital experience with end-to-end control of their reservation. LATAM customers will
increasingly be able to buy, check-in and manage the after sale service in a simpler and faster manner through their smartphones.

The following table shows LATAM’s number of destinations, passengers transported, market share and main competitors in each domestic market in which we operate:

Brazil Chile Argentina Peru Colombi Ecuador
Destinations 42 17 14 19 14 5
Passengers Transported (million) 28.4 8.0 24 7.3 5.1 1.3
Change (YoY) 0.4% 4.0% (6.5)% 9.5% 44% 22.5%
Market share 32%M 65%2) 17%3 58%@ 23%0) 29%©)
Avianca,
Aerolineas Peruvian Viva
Argentinas, il Colombia,
Gol, Sky Flybondi, Avianca’ Satena, Tame
Main competitors Azul, Avianca Airlines, Andes, Viva Air, Copa Avian&;a
Brazil JetSmart Norwegian, Airlines
. Peru, Star 2
Avianca Peru Colombia
Argentina (“Wingo”),
EasyFly

(1) Source: ANAC Brazil’s website. Market share considers RPKs.

(2) Source: JAC Chile’s website. Market share considers RPKs.

(3) Source: EANA Argentina’s website. Market share considers passenger transported.

(4) Source: Ministry of Transportation Peru’s website. Market share considers number of passengers carried as of December 2017.
(5) Source: DGAC Colombia’s website. Market share considers RPKs

(6) Source: Diio.net. Market share considers ASKs.
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On April 3, 2019, LATAM Airlines Brazil, announced that it had been approached by Elliott Associates L.P., Elliott International L.P., and Manchester Securities Corporation (jointly
"Elliott"), the largest debt holders of Oceanair Linhas Aéreas S.A. and AVB Holding S.A. (jointly "Avianca Brasil"), and has agreed to bid for at least one independent productive unit (“IPU”) of
Avianca Brazil’s respective assets (including but not limited to certain contracts, operating certificates, permits, and slots), in Elliot’s restructuring proposal in upcoming auctions for a minimum
amount of US$70 million. As part of the proposed restructuring, subject to compliance with certain conditions, LATAM Airlines Brazil has committed to extend to Avianca Brasil, directly and
indirectly, up to US$13 million of debtor-in—possession loans to finance, in part, working capital in support of the ongoing operations, amount that will be reimbursed to LATAM Aiirlines Brazil if
the restructuring proposal is successful. At this date it is not possible to determine the financial effects that this announcement may have on the assets, liabilities or results of the Company or the date
on which the adjudication of the aforementioned productive unit could materialize, which, in any case, is subject to any and all required governmental and antitrust approvals being granted in a
timely manner.

Passenger Alliances and Commercial Agreements

LATAM is currently a member of the oneworld global marketing alliance, which includes American Airlines, British Airways, Cathay Pacific Airways, Finnair, Iberia, Japan Airlines,
Malaysia Airlines, Qantas, Qatar Airways, Royal Air Maroc, Royal Jordanian, Sri Lankan and S7 Airlines. In the aggregate, oneworld® members serve more than 1,000 destinations in 150
countries, operating approximately 14,000 daily departures.

In addition, LATAM and its affiliates have ongoing passenger commercial agreements with several airlines, including American Airlines, Iberia, Qantas, British Airways, Lufthansa, Swiss,
Interjet, All Nippon Airways, Cathay Pacific, Japan Airlines and Jetstar Airways, among others. These commercial agreements allow us to provide additional benefits to our passengers, including
access to a wider network, more flight options with better connection times, more competitive fares to destinations not served by LATAM, and increased potential for developing new routes and
adding direct flights to new destinations and to destinations already served by LATAM.

Moreover, on January 14, 2016, we entered into two joint business agreements: an agreement with American Airlines and a separate agreement with British Airways and Iberia. These
agreements further strengthen our relationship with these oneworld® partners. Both agreements were approved in Uruguay in 2016. During 2017, joint business agreement with American Airlines
was approved without mitigation measures by the competition authorities of Colombia and Brazil in May and September, respectively. The agreement with airlines of the IAG group (Iberia and
British Airways) was authorized by the antitrust authorities of Brazil and Colombia in March and July 2017, respectively. In Chile, the agreements were approved by TDLC (“Tribunal de la Libre
Competencia”) in October 2018. However, TDLC's decision remains subject to an appeal procedure before the Supreme Court of Chile. Finally, at the end of June 2018, Brazil ratified the open skies
agreement with the United States. Accordingly, the Department of Transportation of the United States (US - DOT) can now approve the Joint Business Agreement (JBA) between LATAM and
American Airlines that was announced in January 2016.

Passenger Marketing and Sales

Our long-haul marketing strategy emphasizes attributes valued by our international customers: reliable, high-quality service centered on comfort and entertainment for long-haul travel. We
also highlight our extensive network, which covers the most important destinations in South America and the Caribbean and provides frequent service to major overseas gateways such as New York,
Los Angeles, Miami, Boston, Orlando, London, Madrid, Paris, Frankfurt, Rome, Milan, Lisbon, Barcelona, Johannesburg, Sydney, Melbourne and Tel Aviv.

In 2018, we launched 28 new routes, including Costa Rica, Pisco, Las Vegas, Boston, Rome, Lisbon and Tel Aviv, adding a new continent to our network with this last route. In 2019, we will
begin the operation of our first flight to Montego Bay (Jamaica).

With the aim of delivering a better experience, we invest in innovation, because we know how valuable it is for our customers. In 2018, we began to implement our Internet connectivity
service (Wi-Fi) on board our domestic flights in Brazil, we launched our new multi-destination search engine with dynamic map and prices in real time; and we were the first in the continent to
include a virtual reality tool to our mobile application that allows passengers to measure hand luggage. We also launched one of the company’s key projects, the transformation of the cabins of most
of our aircraft, to which we will commit over US$400 million in the next two years.

We strive to deliver on our promise to our customers. Therefore, we constantly monitor customer satisfaction with in-flight surveys and research, and measure our performance against the
highest standards. This commitment to excellence is reflected in the numerous awards and recognitions earned by the Company. In the 2018 Official Airline Guide (OAG), we were named as the
most punctual ‘Mega Airline’, which compares the largest 20 operators in terms of scheduled flights. In the APEX Official Airline Rating as we were rated as “Global Airline 5 stars”, in the APEX
PASSENGER CHOICE AWARDS, which are awards given by passenger rating based on flight experience, we received “Best overall passenger experience Global Airlines in South America™; in
SKYTRAX, most prestigious global annual airline customer satisfaction survey, we were awarded st place “Best Business Class Lounge South America”, 3rd place “The Best Airlines in South
America”, and 3rd place “Best Airline Staff in South America”; in the PAX INTERNATIONAL READERSHIP AWARDS, which are awards given by passengers and PAX International readers
based on surveys, we were highlighted as “South America, Outstanding Food Service by a carrier”; and in the TRAVELLERS CHOICE AWARDS, the only travel industry award based on million
of reviews from travelers in terms of service, quality and customer satisfaction, we were awarded “Five Stars Business Class Services in South America”.
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Branding

We are committed to the future of South America and to connecting it to the world. Our brand allows us to offer a better, more consistent service throughout our network, which in turn
strengthens our position in the region.

We believe that building our brand begins from the inside out with, employees who are genuinely committed not just to taking responsibility for our customers, but also for our region and the
planet; for this reason, we launched out internal campaign “We Are LATAM” under the promise “Together, further”.

For all of us at LATAM, our values define who we are as a company and how we want to relate to our customers in a long-term relationship: these values are Care, Efficiency, and Safety.
Under these pillars, and jointly with LATAM products and services, we focus on our customers, providing them exclusive benefits, relevant information and priority. Also, based on our Care
foundation, we are also planning improvements to our digital audio and voice branding focused on our special clients (high-value customers), who are frequent and premium flyers.

Distribution Channels

We are committed to being the preferred choice of our customers, placing the passenger at the center of our decision making. Our distribution structure is divided into direct and indirect
distribution channels, both focused on improving their respective platforms to allow for easy interaction for our client in sales and services alike. Direct channels owned by LATAM are comprised of
city ticket offices, contact-centers and e-Business (including website, mobile and smart business), and accounted for approximately 55% of total passengers in 2018 (including award passengers).
These direct channels support sales and service, both before and after the flight.

Our city ticket offices include additional services in order to complement the experience of our customers. Our contact centers are a multi-service channel providing support in six languages
(Spanish, English, Portuguese, French, German and Italian).

We are committed to constantly improving the way we offer our products via our distribution channels, including the adoption of new technology. The Company will continue to improve its
e-Business platforms to support expected future growth and simplify our customers’ purchasing experience.

Our digital strategy includes mobile applications that provide trip information to our passengers. These applications improve management of contingencies, enable us to provide information
and solutions to our customers in a timely and transparent manner and serve as a new direct sales channel.

Indirect channels currently include travel agencies, general sales agencies, direct channels from other airlines and online agencies, and accounted for a 45% of total passengers in 2018.
Frequent Flyer Programs

Our frequent flyer programs are a key element of our marketing and loyalty strategy. These programs reward customer loyalty, and, as a result, generate incremental revenue and customer
retention.

In 2016, we announced our revamped frequent flyer programs named LATAM Pass and LATAM Fidelidade. This change is part of the process of consolidating our brand identity
(LATAM) and the evolution of the programs, which enhanced existing benefits and introduced new benefits for program members.

During 2017 LATAM Pass and LATAM Fidelidade improved the way members earn points and kilometers from the prior system (based on the distance flown) to a new method based on
the price paid for the ticket. In addition, during 2017, LATAM Pass announced the change of the currency of the program from kilometers to miles, effective January 3, 2018, in line with industry
standards

As of December 31, 2018, LATAM Pass and LATAM Fidelidade had 30.3 million members, representing an increase of 2.0% compared to 2017. Members of LATAM’s loyalty programs
receive benefits and increased points for ticket purchases in accordance with their elite level status, as well as by purchasing the services of other partners in the LATAM Pass and LATAM
Fidelidade programs. Customers of the program can redeem miles or points for free tickets as well as for other products. LATAM Pass and LATAM Fidelidade members are classified in four elite
levels: Gold, Platinum, Black and Black Signature. These different groups determine which benefits customers are eligible to receive, including mile earning bonuses, free upgrades, VIP lounge
access and preferred boarding and check-in, as well as determining reciprocal benefits on oneworld airlines.
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Multiplus

In 2009, TAM launched Multiplus, a company designed to create a broader network in which LATAM Airlines Brazil’s customers can earn points through the LATAM Fidelidade program.
Multiplus is a coalition of loyalty programs that permits the accrual of points that can be redeemed for products and services offered by many different partner companies, in addition to LATAM
Airlines. We believe this expanded network acts as a sales channel for LATAM Adirlines, helping to capture and retain customers and increase sales. Multiplus is attractive to our frequent flyers
because it allows them to accrue loyalty points in other ways besides flying, including, day-to-day purchases such as: credit card points, gas station, sporting goods, toys, insurance and the purchase
of mobile and fixed-line telephone services.

In 2018, 79.1 billion Multiplus points were redeemed, 85% of them for airline ticket redemption. As of the end of 2018, Multiplus had more than 288 partners and approximately 22.2
million participants that could earn Multiplus points directly (through LATAM Fidelidade, co-branded cards, apps, retail partners, etc.) and indirectly (by transferring points from a partner program),
reaching 21.4 billion points accrued during 2018.

On December 10, 2009, Multiplus entered into an Operating Agreement with LATAM Adirlines Brazil, effective as of January 1, 2010, which established the terms and conditions governing
the relationship with TLA (the “Operating Agreement”). Under the Operating Agreement, Multiplus became responsible for, among other tasks, processing information on accumulating and
redeeming points under the LATAM Airlines Brazil Loyalty Program, and delivering awards to the members of said program, in accordance with the rules of the TAM Loyalty Program and the
Multiplus network. The Operating Agreement is valid for 15 years from it’s effective date and LATAM Airlines Brasil has announced that it will not be renewed.

Multiplus S.A. maintains a leadership position in the consumer loyalty sector. On January 11, 2018, Multiplus S.A launched the new Multiplus Club, the product has three categories of
1,000, 5,000 and 10,000 and subscribers will have access to a platform with exclusive benefits that are unprecedented in the market. Among the differentiating aspects are extra points accumulated
with Multiplus that last indefinitely. For those who like to fly or travel frequently, Club 5000 and Club 10,000 will also offer the benefits of the LATAM Fidelidade Gold category, such as one free
checked baggage for domestic flights and preferential check-in, among others.

On May 9, 2018, Multiplus S.A was granted the right to act exclusively as a coalition network in the following countries and regions: Brazil, Paraguay, Mexico, the United States of
America, Canada and countries of the European continent, including Turkey and Russia. LATAM, through its coalition network LATAM Pass, will have the right to operate exclusively in the
following countries and regions: Chile, Argentina, Peru, Ecuador, Colombia, Venezuela, Uruguay, Bolivia, Central American countries and in the other countries and regions not included within
Multiplus’ exclusive operational area. Since May 11, 2018, Multiplus has unrestricted access to flights offered by airlines that are, or will be, part of the LATAM group.

On May 11, 2018 Multiplus signed a contract with Datalex, the market leader in digital commerce solutions for the travel industry, to build a new digital platform that will concentrate all of
the travel cycle offerings. In this way, participants can organize the next trip in one place, from air tickets to accommodation and car rental. This new marketplace aims to unify and simplify the
participants experience, concentrating all the offers of the travel cycle, from air tickets to accomodation and car rental.

As part of Multiplus’ strategy of delivering the best experience to its 22.2 million members, Multiplus introduced a new innovation in the loyalty industry by launching a Members” Council
whose main objective is to further reinforce the perception of Multiplus as a company that is focused on delivering the best experience to all members.

In June, LATAM launched the new Las Vegas route from Brazil, which operated in high season, and Multiplus participated in the launch with point promotions and marketing initiatives for

the inaugural flight. This underlines the fact that the synergy and partnership between the companies have evolved over the years, always with the aim of stimulating and developing the business of
both companies. Starting in 2018, members of Multiplus have been able to use their points to visit Rome, Boston and Lisbon on new LATAM direct routes.
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Multiplus became a publicly traded company in Brazil following its initial public offering in February 2010, and TAM S.A continued to own 72.74% of the ordinary shares of Multiplus. On
September 5, 2018 LATAM Airlines Group announced that (i) LATAM Airlines Brazil did not intend to extend or renew the operational agreement entered into with Multiplus S.A. after December
31, 2024, and (ii) LATAM Airlines Brazil intended to launch a tender offer to acquire all of the outstanding shares of Multiplus S.A. that LATAM’s affiliates do not currently own, and to
subsequently delist Multiplus S.A. from the B3 Novo Mercado and cancel its registration. On March 1, 2019 LATAM Airlines Brazil launched the tender offer of Multiplus, and on April 1, 2019, it
completed the tender offer process for the common shares of Multiplus S.A. that it did not own. Following the tender offer, LATAM Airlines Brazil acquired 24.5% of Multiplus’ common shares,
reaching 97.2% ownership interest in Multiplus’ capital stock, and, as a result, LATAM Airlines Brazil will de-list Multiplus from the B3 Novo Mercado and cancel its registration. Shareholders
who did not trade their shares during the tender offer wishing to sell its free float common shares to LATAM Airlines Brazil will still able to do so during the period of three months following the
tender offer, which is, from April 2, 2019 to July 2, 2019. The company intends to purchase the remaining minority interest to achieve 100% ownership of Multiplus. The frequent flyer program is a
strategic asset for the airline group, and a core source of value that differentiates LATAM from other carriers. The acquisition of Multiplus and its full integration into LATAM’s network will,
together with LATAM Pass, create what LATAM estimates will be the fourth largest frequent flyer and loyalty program in the world (measured by member base), and will cement the LATAM
Group’s relationship with 22.2 million members at Multiplus. Multiplus members’ points and redemption benefits will remain intact, and Multiplus's commercial partners will benefit from enhanced
customer acquisition, retention and share of wallet. LATAM Airline Brazil’s decision is consistent with recent transactions in the industry, and with the strategy of in-house frequent flyer business
models of the largest global airlines, including LATAM’s oneworld partners.

Cargo Operations

The Cargo business is operated internationally and domestically by affiliate airlines under the unified LATAM Cargo brand, which has acquired significant market recognition. The cargo
business generally operates on the same route network used by the passenger airline business. It includes approximately 150 destinations; of which around 143 are served by passenger and/or
freighter aircraft and 7 are served only by freighter aircraft.

The following table sets forth certain of our cargo-operating statistics for domestic and international routes for the periods indicated:

Year ended and as at
December 31,

2018 2017 2016
ATKs (millions) 6,497.6 6,230.3 6,704.1
RTKs (millions) 3,582.5 34213 3,465.9
Weight of cargo carried (thousands of tons) 920.6 895.9 944.3
Total cargo yield (cargo revenues/RTKs, in U.S. cents) 33.1 32.7 32.0
Total cargo load factor (%) 55.1% 54.9% 51.7%

We derive our revenues from the transport of cargo through our dedicated freighter fleet and in the bellies of our passenger aircraft.

1) Bellies of our passenger aircraft. We consider our passenger network to be a key competitive advantage due to the synergies between passenger and cargo operations and, accordingly, we
have developed a strategy to increase our competitiveness by enhancing our belly offering.

2) Dedicated freighter fleet. As of December 31, 2018, our dedicated freighter fleet under operation consisted of nine Boeing 767-300 freighters, each with a capacity for 58 structural tons of
freight each. As of December 31, 2018, an additional Boeing 767-300F was subleased to MasAir S.A. The freighter fleet program has two main focus areas: first, to support the group’s belly
business, improving its load factor by feeding cargo into our passenger routes, and second, to provide our customers flexibility in scheduling and destinations. With these two objectives in mind, we
are complementing and enhancing our network. In Latin America, the principal origins of our cargo are Chile, Colombia, Peru, Ecuador, Brazil and Argentina, which represent a large part of our
northbound traffic. This demand is mainly concentrated on a small number of product categories, such as exports of fish, sea products and fruits from Chile, asparagus from Peru, and exports of
fresh flowers from Ecuador and Colombia.

For the southbound flights, Brazil is the main import market. Southbound demand is mainly concentrated on a small number of product categories including high-tech equipment, electronics,
auto parts and pharmaceuticals.

Our largest domestic cargo operations are in Brazil, where LATAM Cargo Brasil remains the market leader, carrying cargo for a variety of customers, including freight-forwarding companies,
logistics operators, e-commerce companies and individual consumers.
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The United States accounts for the majority of cargo traffic to and from Latin America. Besides being the main market for Latin American exports by air, the United States is also the main
supplier of goods transported by air to Latin American countries. We have thus headquartered our international cargo operations in Miami. This geographical location is a natural gateway between
Latin America and the United States. We also transport cargo to and from ten destinations in Europe: London, Madrid, Milan, Paris, Barcelona, Frankfurt, Rome, Lisbon, Amsterdam and Brussels.
The first eight destinations are served via passenger aircraft, and we serve Amsterdam and Brussels through freighter operations.

During 2018, cargo traffic increased 4.7%, mainly due to an increase of 4.3% in cargo capacity partially as a result of the seven new destinations launched during the year, which led to an
improvement of 0.2 percentile points in cargo load factors to 55.1%. Cargo yields improved 1.2% during 2018, mainly due to an improvement in imports from North America and Europe to Brazil
driven by major imports of electronics and spare parts.

The cargo business in the region is highly competitive, as international and regional carriers often have spare capacity in their cargo operations. Despite this, we have been able to maintain
solid market shares through efficient utilization of our fleet and network. Today, on Latin America-United States routes, our main competitors are Atlas Air, Avianca Cargo and American Airlines.
On the Latin America-Europe routes, our main competitors are Cargolux, Lufthansa Cargo, Air France, IAG Cargo and Qatar Airways.

Divestiture of Aerotransportes Mas de Carga, SA. de C.V. (November 30th 2018)

On November 30, 2018, LATAM Airlines Group sold it’s direct and indirect stakes in Mexican cargo airline MasAir S.A. At the time, MasAir operated one Boeing 767-300F subleased from
the Company. MasAir continues leasing this aircraft under an operating sublease. As a result of this sale MasAir will no longer consolidate with LATAM. This divestiture is not considered material
for LATAM.

Cargo-Related Investigations

See “Item 8. Financial Information—A. Consolidated Financial Statements and Other Financial Information—Legal and Arbitration Proceedings.”
Fleet
General

As of December 31, 2018, we operated a fleet of 312 aircraft, comprised of 303 passenger aircraft and 9 cargo aircraft. Along with that, we subleased 8 aircraft, comprised of 7 passenger
aircraft and 1 cargo aircraft to third parties.

Number of aircraft in operation
Average term

of lease
remaining Average age
Total On-Balance() Off-Balance (years) (years)
Passenger aircraft®
Airbus A320-Family Aircraft
Airbus A319-100 46 37 9 3.6 11,1
Airbus A320-200 @ 131 97 34 2.6 10.4
Airbus A321-200 49 30 19 7.5 4.6
Airbus A320-neo 4 1 3 9.8 1.6
Airbus A350-Family Aircraft
Airbus A350-900 @ 9 5 4 10.7 2.0
Boeing Aircraft
Boeing 767-300ER 35 33 2 1.8 10.2
Boeing 787-8 10 6 4 7.2 5.1
Boeing 787-9 14 4 10 9.1 3.0
Boeing 777-200ER ) 2 0 2 0, 17,1
Boeing 777-300ER 10 4 6 .1 7.7
Total passenger aircraft 310 217 93 54 8.6
Cargo aircraft
Boeing 767-300 Freighter (©) 10 9 1 3.0 15.5
Total cargo aircraft 10 9 1 3.0 15.5
Total fleet 320 226 94 5.4 8.9
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(1) Aircraft included within property, plant and equipment.
(2) All passenger aircraft bellies are available for cargo.
(3) Five A320-200 aircraft leased to a third party.

(4) Two A350-900 aircraft leased to a third party.

(5) Two short-term leases with Boeing Capital.

(6) One B767-300F aircraft leased to a third party.

We operate various different aircraft types that are best suited for our different services, which include short-haul domestic and intracontinental trips as well as long-haul intracontinental
flights. We have selected our aircraft based on their ability to effectively and efficiently serve these missions while trying to minimize the number of aircraft families we operate.

For short-haul domestic and continental flights, we operate Airbus A320-Family aircraft. The Airbus A320-Family has been incorporated into our fleet pursuant to operating leases or has been
acquired directly from Airbus pursuant to various purchase agreements since 1999. In 2018, we redelivered one A320 aircraft under an operating lease, and received two A321 aircraft under
operating leases.

For long-haul passengers we operate Boeing 767-300ER, Boeing 787-8 and 787-9, Boeing 777-200ER and 777-300ER, and the Airbus A350-900 aircraft.

For cargo flights, we operate Boeing 767-300F aircraft. In 2018, we received our first B767-300F aircraft conversion.

The average utilization rates of LATAM’s aircraft for each of the periods indicated are set forth below, in hours per day.

2018 2017 2016

Passenger aircraft
Boeing 767-300ER 10.2 9.4 10.0
Boeing 787-8/9 9.3 11.2 11.0
Airbus A320-Family 9.7 9.2 8.9
Boeing 777-300ER 11.0 11.6 11.7
Airbus A330-200 - - 4.4
Airbus A350-900 8.2 9.1 8.5
Total passenger aircraft 9.7 9.5 9.0

Cargo aircraft

Boeing 767-300 Freighter 11.9 11.5 12.0
Boeing 777-200 Freighter () 7.7 12.6 13.6
Total cargo aircraft 11.8 11.7 12.5
Total passenger and cargo 9.8 9.6 9.1

(1) Aircraft sold in April 2018.
Fleet Leasing and Financing Arrangements

LATAM’s fleet financing and leasing structures include borrowing from financial institutions and leasing under financial leases, tax leases, sale-leaseback transactions and pure operating
leases. As of December 31, 2018, LATAM had a total fleet of 320 aircraft, of which eight were subleased to third parties resulting in 312 aircraft in operation. Of the aircraft in operation, 160 are
operated by LATAM Airlines, 143 aircraft are operated by LATAM Airlines Brazil and 9 are operated by LATAM Airlines Cargo.

As of December 31, 2018, LATAM’s operating fleet was comprised of 158 financial leases, 12 tax leases, 86 operating leases, 43 aircraft as loan guarantees and 13 unencumbered aircraft.
Most of LATAM’s financial and tax leases are structured with a 12-year initial term. LATAM has 35 financial aircraft leases supported by the U.S. Export-Import Bank (“EXIM Bank™) and 79
supported by the European Export Credit Agencies (the “ECAs”). LATAM’s operating lease maturities initially range from three to twelve years.

LATAM’s aircraft debt, which is comprised of financial and tax leases, is denominated in U.S. dollars and typically has quarterly amortization payments. Both the financial leases and tax

leases have a bank (or a group of banks) as counterparty; however, the tax leases also include third parties. 54.15% of our aircraft debt has a fixed interest rate and the balance has a floating rate
based on USD LIBOR.
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In order to reduce LATAM Adirlines Brazil’s balance sheet FX exposure to the Brazilian real, as part of the integration plan following the combination with TAM, we have sought to transfer
the majority of the LATAM Airlines Brazil aircraft under financial leases to the LATAM level. As of December 31, 2018, we have transferred 51 aircraft to LATAM. This program has helped
reduce the exposure to approximately US$388 million equivalent. See “Item 5. Operating and Financial Review and Prospects—B. Liquidity and Capital Resources—Sources of financing” and
“Item 5. Operating and Financial Review and Prospects—B. Liquidity and Capital Resources—Capital Expenditures” for a description of expected sources of financing and expected expenditures on
aircraft.

Maintenance
LATAM Maintenance

Our heavy maintenance, line maintenance and component shops are equipped and certified to service our fleet of Airbus and Boeing aircraft. Our maintenance capabilities allow us flexibility
in scheduling airframe maintenance, offering us an alternative to third-party maintenance providers. More than 4,000 LATAM Maintenance professionals ensure our fleet operates safely and in
compliance with all local and international regulations. We strive to provide the best experience to our passengers through the highest standards of safety, on-time performance and cabin image and
functionality.

Our heavy maintenance and component repair shop facilities are located in Sdo Carlos (Brazil) and Santiago (Chile), adding up to a total of up ten heavy maintenance production lines,
including painting capabilities, and more than 30 component repair shops, including landing gear, hydraulics, pneumatics, avionics, electroplating, composites, wheels and brakes, emergency
equipment, galleys and structures.

LATAM Line Maintenance
The Line Maintenance Network serves over 160 locations and carried out over 2.1 million man hours of preventive and corrective maintenance tasks on the LATAM fleet during 2018. We
also rely on certified third party services in many of our international destinations where it is economically convenient, such as in Frankfurt, (where we are served by Lufthansa Technik), Milan

(served by Air France-KLM), and Johannesburg (served by South African Airways), among others.

LATAM Maintenance continues to innovate through LEAN methodology, to achieve increased productivity and higher levels of reliability. In the recent years, we implemented our mobile
strategy, offering sustainable and scalable planning, productive and operational processes. We have deployed more than 700 tablets in order to:

1) Provide fast and simplified access to technical documents through a native app called Content Management System (CMS Mobile);

2) Provide access to our Maintenance System called Maintenix and in-house coordination apps;

3) Improve our internal communication through message and video call apps; and

4) Allow use of in-house developments systems like MaintCraft (allocates man hours’ resources and Gantt charts to each specific maintenance tasks) and MaintControl (manages the
execution of the planned tasks of MaintCraft through a friendly interface, showing all the tasks that each technician has to perform throughout the shift). MaintControl also serves as a

platform where the maintenance leaders can monitor their team’s progress and solve problems as they arise.

MaintCraft and MaintControl are currently being developed in a partnership with a world class leader in maintenance software development, IFS MXI. Through this joint venture, IFS MXI is
releasing to other airlines and operators, all these applications using a SAAS strategy.

LATAM Line Maintenance Network has hangar facilities in Santiago, Sdo Carlos, Sdo Paulo (CGH and GRU), Lima, Miami, Buenos Aires (AEP) and Brasilia, among others. These multiple
locations improve the flexibility of the Network by allowing the execution of tasks that previously might be restricted because of adverse weather conditions and environmental authority restrictions.

In order to strictly comply with applicable regulations, all of our maintenance operations are supervised and audited by the local authorities and international entities around the Network, such
as DGAC Chile, ANAC Brazil, the Federal Aviation Administration in the United States (“FAA”), the International Air Transport Association Operational Safety Audit (“IOSA™) (by the
International Air Transport Association or “IATA”) and the International Civil Aviation Organization (“ICAO”), among others. The audits are conducted in connection with each country’s
certification procedures and enable us to perform maintenance for the aircraft types registered in the certificating jurisdictions. Our repair stations hold FAA Part-145 certifications under these
approvals.
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In addition, to ensure the most qualified personnel as needed for safe, accurate and on-time Line Maintenance, we seek to improve our technicians’ skills through extensive training programs
at our LATAM Technical Training Centers in Chile and Brasil, and through specific training programs designed and conducted by our partnerships.

LATAM MRO

Our two main MRO (“Maintenance, Repair and Overhaul”) facilities, one in Sdo Carlos (Brazil) and one in Santiago (Chile), are equipped and certified to service our fleet of Airbus and
Boeing aircraft and provide 72% of all heavy maintenance services that LATAM demands. The services not executed internally are contracted to our extensive network of MRO partners around the
globe. Both of our MRO facilities are FAA Part-145 certified repair stations. We occasionally perform certain heavy maintenance and component services for other airlines or OEMs. LATAM MRO
is also responsible for the planning and execution of aircraft redeliveries.

In MRO Séo Carlos (LATAM Airlines Brazil MRO), we are prepared to service up to eight aircraft (narrow and wide body) simultaneously with a dedicated hangar for stripping and painting.
In this facility we also have 22 technical component shops, including a full landing gear repair & overhaul shop, hydraulics, pneumatics, electronics, electrical components, electroplating,
composites, wheels & brakes, interiors and emergency equipment shops. MRO Sao Carlos is certified and audited by major international aeronautical authorities such as the FAA, the European
Aviation Safety Agency (“EASA™), ANAC Brazil, the Chilean DGAC, the Argentinean Administracién Nacional de Aviacion Civil (“ANAC Argentina”), the Ecuadorian Direccion General de
Aviacion Civil (“DGCA”), the Paraguayan Direccién Nacional de Aeronautica Civil (“DINAC”), and Transport Canada (“TC”) , among others, for Heavy Maintenance and Components Repair and
Overhaul for the Airbus A-320 family and Boeing 767. The MRO also has some minor capabilities for the repair and overhaul of Boeing 777 components. MRO Séo Carlos includes its own support
engineering capabilities and a full technical training center.

In MRO Santiago, located near Comodoro Arturo Merino Benitez International Airport in Santiago, we have two hangars capable of servicing one wide body aircraft and two narrow body
aircraft simultaneously. MRO Santiago is certified and audited by FAA, ANAC Brazil, DGAC, ANAC Argentina and DGCA, among others, for Heavy Maintenance for the Airbus A320-Family
(A318, A319, A320 and A321) and Boeing 767. MRO Santiago has 10 shops prepared to support hangar activities such as cabin shops, galleys, structures and composite materials. We also have the
capability to retrofit aircraft interiors, including the installation of IFE (in-flight entertainment) equipment, as well as to install blended winglets on the Boeing 767 fleet.

During 2018, LATAM MRO effectively executed 1.13 million man-hours in more than 388 services, including C checks (158) and Special Checks (230) for the LATAM fleet.
LATAM Safety and Security

The safety of our passengers and employees is LATAM’s highest priority. It is for this reason that we have put significant effort into standardizing our operational indicators regarding safety,
audits and emergency response.

This standarization is achieved through our Safety, Security and Emergency Management Departments, which function on the basis of uniform policies and procedures throughout the whole
company, ranging from our corporate headquartes in Santiago, Chile to every affiliated location within LATAM Airlines Group. As a result of this unification, we can ensure the highest levels of
safety and security throughout our operations.

Organizational Structure of LATAM Safety and Security Vicepresidency
Safety Management

This Department ensures that providing safe and reliable air service remains the company’s highest priority. Given the complexity of our operations, as well as the multicultural challenges of
our organization, LATAM has decided to concentrate its safety management activities under the umbrella of a single corporate structure that is responsible for the implementation and oversight of
unified policies and procedures throughout the company. The core foundation of this department lies within its robust Safety Management System (SMS), which is built upon four main components
(policies and objectives, risk management, safety assurance, and safety promotion). These components give the SMS a proper structure and provide all the necessary tools for Safety Management to
oversee the safety of our operations. For example, through Flight Data Monitoring (FDM), also known as Flight Operations Quality Assurance (FOQA), we are able to capture, analyze and even
visualize the data recorded during revenue flights and compare it with standard operating procedures. In parallel, our Line Operations Monitoring Program (LOMP) permits us to monitor Flight
Crew performance and detect errors ahead of time. As a result of these proactive activities, we are able to improve overall safety, increase maintenance effectiveness, and reduce operational costs.
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The company’s SMS is publicly documented and it provides the guidelines and responsibilities that each employee must meet, regardless of function or hierarchy. In doing so, not only can we
assure strict compliance, but more importantly, we are able to rely on each of our employees’ most sincere commitment towards safety. IOSA certification ensures the proper qualification of our
employees, including the provision of a Senior Safety Manager responsible for each system implementation within the Safety Department, as well as defining standardized procedures for measuring
the quality of services provided by third party companies and contractors that intervene with the operational safety of LATAM.

Emergency Response Management

This Department is responsible for managing the company’s Emergency Response Plan (ERP). It has been designed to provide an effective response to various emergency scenarios, such as
aircraft accidents, natural disasters, union strikes and pandemics. By doing so, we are able to mitigate the impact that these contingencies have on our passengers and their relatives, in addition to
ensuring the continuation of our operations. The structure of the ERP includes (but is not limited to) Emergency Process and Procedures, Emergency Control Centers, a Relatives & Passengers
Assistance Team, a Notification Team, Aircraft Recovery, and a dedicated “Go Team” that can be activated and address any given emergency situation.

Security Management

The Security Management Department is responsible for the security of all of LATAM’s passengers, employees, aircraft, equipment and facilities. This department secures the company’s
infrastructure while protecting people against any threat or unlawful action.

Corporate Security policies and a Security Management System (“SeMS”) have been implemented to detect any vulnerabilities in our security operations and to prevent unlawful acts. Through
the use of audits, inspections and risk analysis, we are able to establish different security protocols required in our international and domestic operations. The results of the SeMS are evaluated,
analyzed and assigned a risk level (high, medium or low) by qualified Corporate Security Managers, who are in turn responsible for establishing security protocols. In addition, Corporate Security
Management oversees all of the security processes and procedures through annual audits.

In addition to protecting the organization against any threat or unlawful action, LATAM is committed to the general health and safety of all of its employees. Accordingly, Security
Management has created a dedicated Health, Safety and Environment (HSE) Team to ensure a safe work environment, and educated against common dangers and risks associated with everyday
activities, and retains a genuine concern for everyone’s wellbeing.

Last but not least, every LATAM affiliate is responsible for complying with the Security Program approved by the relevant local authority. These Security Programs provide clear definitions
of the security functions required for every operation.

Fuel Supplies

Fuel costs comprise one of the single largest categories of our operating expenses. In 2016, mainly due to the significant drop in the international price of crude oil, LATAM saw a drop in its
jet fuel costs. In 2017, crude oil prices increased resulting in higher fuel costs for LATAM. In 2018, fuel prices continued to increase and resulted in even higher jet fuel costs. In 2018, total fuel
costs represented 30.9% of our total operating expenses. Our average into-wing price for 2018 (fuel price plus taxes and transportation costs, including hedging and gains/losses) was US$2.49 per
gallon, representing an increase of 24.7% from the 2017 into-wing average fuel price. We can neither control nor accurately predict the volatility of fuel prices. Despite the foregoing, we believe it is
possible to partially offset the price volatility risk through our hedging and fuel surcharge programs, which in place in both our passenger and cargo business. For more information, see “Item 11.
Quantitative and Qualitative Disclosures About Market Risk—Risk of Fluctuations in Jet Fuel Prices.”
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The following table details our consolidated fuel consumption and operating expenses, after related hedging gains and losses (which exclude fuel costs related to charter operations because
fuel expenses are covered by the entity that charters the flight) for the last three years.

Year ended December 31, (V)

2018 2017 2016

Fuel consumption (thousands of gallons) 1,205,188.8 1,156,062.3 1,185,508.8

ASK (millions) 143,264.7 136,398.4 134,967.7

Fuel gallons consumed per 1,000 ASK 8.41 8.48 8,78

Total fuel costs (US$ thousands) 2,983,028 2,318,816 2,056,643

Cost per gallon (US$) 2.49 2.00 1.70
Total fuel costs as a percentage of total operating expenses 30.9% 24.5% 23.0%

(1) See “Item 5. Operating and Financial Review and Prospects—A. Operating Results—LATAM Airlines Group Financial Results Discussion: Year ended December 31, 2018 compared to year
ended December 31, 2017.” Total fuel costs (US$ thousands) include Hedging gains/losses.

In our fuel supply agreements, we manage different price structures and price update calculations. The main price structure is Jet Fuel plus fixed fees and taxes, and the main fuel price updates
are in a weekly, bi-weekly and monthly basis. Brazil, our largest market, bases its price on a refinery posting updated every month, which is set in Brazilian real per liter, plus fees and taxes.
Refinery prices in Brazil have stabilized recently creating a more competitive market for the region.

Our fuel supply agreements vary by airport and are distributed among 30 suppliers. Our fuel consumption volume is mainly concentrated in Brazil (39%), Chile (16%), the United States
(10%) and Peru (12%). During 2018, we re-negotiated our fuel supply contracts in Chile, Argentina, major European, and certain Australian airports. We also extended our current contracts in Peru,
Brazil and the United States strengthening our relationship with global fuel suppliers that improved our commercial conditions and extended our credit terms, and achieved conditions that improved
LATAM's cash flow significantly.

In Chile and Peru, we use a fuel import model in addition to the traditional local refinery supply, creating a more competitive market and ensuring our supply with different sources. During
2018 we implemented the fuel import model in Brazil, by creating a jet fuel import project that will allow imported jet fuel to reach the Terminal of San Sebastian in Sao Paulo and move from there
to Guarulhos, Sao Paulo’s International Airport. LATAM was awarded pipeline capacity to move product from the Terminal into Guarulhos and became the first airline to do so.

As part of a comprehensive energy efficiency initiative, LATAM Airlines Group worked with a team of stakeholders to generate a streamlined fuel efficiency program (the “LATAM Fuel
Efficiency Program”), which encompasses a wide range of different innovations and technologies for fuel efficiency:

e Investments in more modern and efficient aircraft, such as the Boeing 787, the Airbus A350 and the Airbus A320neo. Investment has been carried out to perform retrofits to the whole
Airbus A320 fleet, allowing more efficient standard operational procedures.

e  Weight reduction measures, such as minimizing unnecessary onboard water, using ultra-light service carts, optimizing fuel according to destination, improving the distribution of weight to
have an optimal center of gravity and the improvement of freight factor (the combination of passenger and cargo services),

e Asof2019, LATAM Pilot Tools, an in-house developed mobile app was deployed. This app allows personalized feedback to flight crews, focusing on captain fuel requests and usage, and
ground fuel consumption, among other effiency and safety indicators. This app is groundbreaking as it is the first time a direct communication channel has been created between the flight
crews and the Company’s Safety Efficiency operations.

e Standardized operational procedures on every stage of the flight (taxiing, climb, cruise, approach and landing); for example, changes in climb profiles that generate savings with minimum
changes in the workload of the flight crew, or minimizing the use of the auxiliary power unit when aircraft is on the ground.

e Monitoring maintenance and performance of the fleet, including frequent engine washes, which allow more efficient combustion of fuel and reduce emissions in airport areas.

e Improvements of the flight plan, management, including continuous feedback using a post flight analysis tool called Full Tracks developed by the Fuel Team with the support and
collaboration of Operations and Safety. This tool allows us to better program and optimize our flight plans.
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As a direct result of this program, LATAM Airlines Group has been recognized since 2014 by the Dow Jones Sustainability Index as one of the world’s leading companies in eco-efficiency.
The magnitude of this program has allowed the Company to reduce their operational costs along with the improvement of environmental performance, and to enhance environmental awareness both
within the Company and externally.

Ground Facilities and Services

Our main operations are based at the Guarulhos Airport in Sdo Paulo, Brazil. We also operate significant ground facilities and services at LATAM Airlines Brazil’s headquarters located at
Congonhas International Airport in Sdo Paulo, Brazil. In 2018, LATAM Airlines Brazil inaugurated a Maintenance Hangar in Guarulhos with an approximate area of 65,080m>.

We also have significant operations at the Comodoro Arturo Merino Benitez International Airport in Santiago, Chile, where we operate hangars, aircraft parking and other airport service
facilities pursuant to concessions granted by the DGAC and other outsourced concessions. We also maintain a customs warechouse at the Comodoro Arturo Merino Benitez International Airport,
additional customs warehouses in Chile and Argentina (Aeroparque) and operate cargo warehouses at the Miami International Airport to service our cargo customers. Our facilities at Miami
International Airport include corporate offices for our cargo and passenger operations and temperature-controlled and freezer space for imports and exports. We also operate from various other
airports in Chile and abroad.

We incur certain airport usage fees and other charges for services performed by the various airports where we operate, such as air traffic control charges, take-off and landing fees, aircraft
parking fees and fees payable in connection with the use of passenger waiting rooms and check-in counter space.

Ancillary Airline Activities

In recent years, LATAM has been developing different initiatives to increase its ancillary revenues generated by its airline operations. The implementation of these initiatives aims to offer a
better on-board experience, while allowing passengers to customize their journey. LATAM’s customers are able to purchase for additional services such as extra luggage, preferred seating options
and the flexibility to change tickets on th