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Indicate by check mark if the registrant is a well-known seasoned issuer, as defined in Rule 405 of the Securities Act.

Yes No

If this report is an annual or transition report, indicate by check mark if the registrant is not required to file reports
pursuant to Section 13 or 15(d) of the Securities Exchange Act of 1934.

Yes No

Note — Checking the box above will not relieve any registrant required to file reports pursuant to Section 13 or 15(d) of
the Securities Exchange Act of 1934 from their obligations under those Sections.
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Indicate by check mark whether the registrant (1) has filed all reports required to be filed by Section 13 or 15(d) of the
Securities Exchange Act of 1934 during the preceding 12 months (or for such shorter period that the registrant was
required to file such reports), and (2) has been subject to such filing requirements for the past 90 days.

Yes No

Indicate by check mark whether the registrant has submitted electronically and posted on its corporate Web site, if
any, every Interactive Data File required to be submitted and posted pursuant to Rule 405 of Regulation S-T
(§232.405 of this chapter) during the preceding 12 months (or for such shorter period that the registrant was required
to submit and post such files).

Yes No

Indicate by check mark whether the registrant is a large accelerated filer, an accelerated filer, a non-accelerated filer,
or an emerging growth company. See definition of “accelerated filer,” “large accelerated filer” and “emerging growth
company” in Rule 12b-2 of the Exchange Act. (Check one):

Large Accelerated Filer Accelerated Filer Non-accelerated Filer
Emerging Growth Company

If an emerging growth company that prepares its financial statements in accordance with U.S. GAAP, indicate by
check mark if the registrant has elected not to use the extended transition period for complying with any new or
revised financial accounting standards{ provided pursuant to Section 13(a) of the Exchange Act.

T The term “new or revised financial accounting standard” refers to any update issued by the Financial Accounting
Standards Board to its Accounting Standards Codification after April 5, 2012.

Indicate by check mark which basis of accounting the registrant has used to prepare the financial statements included
in this filing:

International Financial Reporting Standards as issued by the International Accounting

andards Board Other

U.S. GAAEt
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If “Other” has been checked in response to the previous question, indicate by check mark which financial statement
item the registrant has elected to follow.

Item 17 TItem 18

If this is an annual report, indicate by check mark whether the registrant is a shell company (as defined in Rule 12b-2
of the Exchange Act).

Yes No
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CAUTIONARY STATEMENT CONCERNING FORWARD-LOOKING STATEMENTS

We have made statements in this Annual Report on Form 20-F that constitute forward-looking statements within the
meaning of Section 27A of the Securities Act of 1933, as amended, Section 21E of the Securities Exchange Act of
1934, as amended, and the safe harbor provisions of the Private Securities Litigation Reform Act of 1995. These
statements appear throughout this report and include statements regarding our intent, belief or current expectations
regarding:

asset growth and alternative sources of funding

growth of our fee-based business

financing plans

impact of competition

impact of regulation

exposure to market risks including:

interest rate risk

foreign exchange risk

equity price risk

projected capital expenditures

liquidity

trends affecting:

our financial condition
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our results of operation

The sections of this Annual Report which contain forward-looking statements include, without limitation, “Item 3. Key
Information—Risk Factors,” “Item 4. Information on the Company—B. Business Overview—Competition,” “Item 5. Operatin
and Financial Review and Prospects,” “Item 8. Financial Information—A. Consolidated Statements and Other Financial
Information—Legal Proceedings,” and “Item 11. Quantitative and Qualitative Disclosures About Market Risk.” Our
forward-looking statements also may be identified by words such as “believes,” “expects,” “anticipates,
“should,” “could,” “may,” “seeks,” “aim,” “combined,” “estimates,” “probability,” “risk,” “VaR,” “target,
expressions.

99 ¢ EEINT3 99 66l

projects,” “intends,”
” “goal,” “objective,’

EEINT3 99 ¢ EEINT3

You should understand that the following important factors, in addition to those discussed elsewhere in this Annual
Report and in the documents which are incorporated by reference, could affect our future results and could cause those
results or other outcomes to differ materially from those expressed in our forward-looking statements:

changes in capital markets in general that may affect policies or attitudes towards lending to Chile or Chilean
companies;

changes in economic conditions;

the monetary and interest rate policies of Central Bank (as defined below);

inflation;

deflation;

unemployment;
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increases in defaults by our customers and impairment losses;

decreases in deposits;

customer loss or revenue loss;

unanticipated turbulence in interest rates;

movements in foreign exchange rates;

movements in equity prices or other rates or prices;

the effects of non-linear market behavior that cannot be captured by linear statistical models, such as the VaR model
we use;

changes in Chilean and foreign laws and regulations;

changes in taxes;

competition, changes in competition and pricing environments;

our inability to hedge certain risks economically;

the adequacy of loss allowances;

technological changes;

changes in consumer spending and saving habits;

changes in demographics, consumer spending, investment or saving habits;

increased costs;

10
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unanticipated increases in financing and other costs or the inability to obtain additional debt or equity financing on
attractive terms;

changes in, or failure to comply with, banking regulations;

acquisitions or restructurings of businesses that may not perform in accordance with our expectations;

our ability to successfully market and sell additional services to our existing customers;

disruptions in client service;

damage to our reputation;

natural disasters;

implementation of new technologies;

- the Group’s exposure to operational losses (e.g., failed internal or external processes, people and systems); and

an inaccurate or ineffective client segmentation model.

You should not place undue reliance on such statements, which speak only as of the date at which they were made.
The forward-looking statements contained in this report speak only as of the date of this Annual Report, and we do not
undertake to update any forward-looking statement to reflect events or circumstances after the date hereof or to reflect
the occurrence of unanticipated events.

11
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CERTAIN TERMS AND CONVENTIONS

29 ¢

As used in this annual report (the “Annual Report”), “Santander-Chile”, “the Bank”, “we,” “our” and “us” or similar terms refe

Banco Santander-Chile together with its consolidated subsidiaries.

When we refer to “Santander Spain,” we refer to our parent company, Banco Santander, S.A. References to “the Group,”
“Santander Group” or “Grupo Santander” mean the worldwide operations of the Santander Spain conglomerate, as
indirectly controlled by Santander Spain and its consolidated subsidiaries, including Santander-Chile.

As used in this Annual Report, the term “billion” means one thousand million (1,000,000,000).

In this Annual Report, references to “$”, “U.S.$”, “U.S. dollars” and “dollars” are to United States dollars; references to
“Chilean pesos,” “pesos” or “Ch$” are to Chilean pesos; references to “CHF” or “CHF$” are to Swiss francs; references to “CI
or “CNY$” are to Chinese yuan renminbi); and references to “UF” are to Unidades de Fomento. The UF is an
inflation-indexed Chilean monetary unit with a value in Chilean pesos that changes daily to reflect changes in the

official Consumer Price Index (“CPI”) of the Instituto Nacional de Estadisticas (the Chilean National Institute of

Statistics) for the previous month. See “Item 3. Key Information—A. Selected Financial Data—Exchange Rates” for
information regarding exchange rates.

As used in this Annual Report, the terms “write-offs” and “charge-offs” are synonyms.

In this Annual Report, references to the Audit Committee are to the Bank’s Comité de Directores y Auditoria.

In this Annual Report, references to “BIS” are to the Bank for International Settlement, and references to “BIS ratio” are to
the capital adequacy ratio as calculated in accordance with the Basel Capital Accord. References to the “Central Bank”

are to the Banco Central de Chile. References to the SBIF are to the Superintendency of Banks and Financial

Institutions.

Certain figures included in this Annual Report have been subject to rounding adjustments. Accordingly, figures shown
as totals in certain tables may not be an arithmetic aggregation of the figures that precede them.

12
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PRESENTATION OF FINANCIAL INFORMATION

Santander-Chile is a Chilean bank and maintains its financial books and records in Chilean pesos and prepares its
consolidated financial statements in accordance with International Financial Reporting Standards (“IFRS”) as issued by
the International Accounting Standards Board (“IASB”). Any reference to IFRS in this document is to IFRS as issued by
the IASB.

As required by local regulations, our locally filed consolidated financial statements have been prepared in accordance
with the Compendium of Accounting Standards issued by the SBIF the Chilean regulatory agency (“Chilean Bank
GAAP”). Therefore, our locally filed consolidated financial statements have been adjusted to IFRS in order to comply
with the requirements of the Securities and Exchange Commission (the “SEC”). Chilean Bank GAAP principles are
substantially similar to IFRS but there are some exceptions. For further details and a discussion of the main
differences between Chilean Bank GAAP and IFRS, see “Item 5. Operating and Financial Review and
Prospects—Accounting Standards Applied in 2017.”

This Annual Report contains our consolidated financial statements as of December 31, 2017 and 2016 and for the
years ended December 31, 2017, 2016 and 2015 (the “Audited Consolidated Financial Statements”). Such Audited
Consolidated Financial Statements have been prepared in accordance with IFRS as issued by the IASB, and have been
audited by the independent registered public accounting firm PricewaterhouseCoopers Consultores Auditores SpA for
the years ended December 31, 2017 and 2016 and by the independent registered accounting firm Deloitte Auditores y
Consultores Limitada for the year ended December 31, 2015. See page F-2 of the Audited Consolidated Financial
Statements for the 2017 and 2016 audit report issued by PricewaterhouseCoopers Consultores Auditores SpA and
page F-4 of the Audited Consolidated Financial Statements for the 2015 audit report issued by Deloitte Auditores y
Consultores Limitada. The Audited Consolidated Financial Statements have been prepared from accounting records
maintained by the Bank and its subsidiaries.

13
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The notes to the Audited Consolidated Financial Statements form an integral part of the Audited Consolidated
Financial Statements and contain additional information and narrative descriptions or details of these financial
statements.

We have formatted our financial information according to the classification format for banks in Chile for purposes of
IFRS. We have not reclassified the line items to comply with Article 9 of Regulation S-X. Article 9 is a regulation of
the SEC that contains formatting requirements for bank holding company financial statements.

Functional and Presentation Currency

The Chilean peso is the currency of the primary economic environment in which the Bank operates and the currency

that influences its structure of costs and revenues, and in accordance with International Accounting Standard 21 — The
Effects of Changes in Foreign Exchange Rates has been defined as the functional and presentation currency.

Accordingly, all balances and transactions denominated in currencies other than the Chilean peso are treated as

“foreign currency.” See “Note 1—Summary of Significant Accounting Principles—e) Functional and presentation currency.”

For presentational purposes, we have translated Chilean pesos (Ch$) into U.S. dollars (U.S.$) using the rate as
indicated below under “Exchange Rates,” for the financial information included in this Annual Report.

Loans

Unless otherwise specified, all references herein (except in the Audited Consolidated Financial Statements) to loans
are to loans and financial leases before deduction for loan loss allowance, and, except as otherwise specified, all
market share data presented herein is based on information published periodically by the SBIF. Non-performing loans
include the entire principal amount and accrued but unpaid interest on loans for which either principal or interest is
past-due for 90 days or more. Restructured loans for which no payments are past-due are not ordinarily classified as
non-performing loans. See “Item 5. Operating and Financial Review and Prospects—C. Selected Statistical
Information—Classification of Loan Portfolio Based on the Borrower’s Payment Performance.”

Under IFRS, a loan is evaluated on each financial statement reporting date to determine whether objective evidence of
impairment exists. A loan will be impaired if, and only if, objective evidence of impairment exists as a result of one or
more events that occurred after the initial recognition of the loan, and such event or events have an impact on the
estimated future cash flows of such loan that can be reliably estimated. It may not be possible to identify a single
event that was the individual cause of the impairment.

14
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An impairment loss relating to an individually significant loan recorded at amortized cost which has experienced
objective evidence of impairment is calculated as the difference between the recorded amount of the asset and the
present value of estimated future cash flows, discounted at the financial asset’s original effective interest rate.

Those loans individually assessed for impairment and found not to be individually impaired are included in the loans
collectively assessed for impairment (so that the collective assessment includes both the remainder of the loans not
individually assessed and those not found to be individually impaired) where grouping of such loans on a collective
basis is performed using similar credit characteristics.

The reversal of an impairment loss occurs only if it can be objectively related to an event occurring after the initial
impairment loss was recorded. In the case of loans recorded at amortized cost, the reversal is recorded in income. See
“Item 5. Operating and Financial Review and Prospects—C. Selected Statistical Information—Analysis of Loan Loss
Allowances.”

Outstanding loans and the related percentages of our loan portfolio consisting of corporate and consumer loans in the
section entitled “Item 4. Information on the Company—B. Business Overview” are categorized based on the nature of the
borrower. Outstanding loans and related percentages of our loan portfolio consisting of corporate and consumer loans

in the section entitled “Item 5. Operating and Financial Review and Prospects—C. Selected Statistical Information” are
categorized in accordance with the reporting requirements of the SBIF, which are based on the type and term of loans.
This disclosure is consistent with IFRS.

15
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Effect of Rounding

Certain figures included in this Annual Report and in the Audited Consolidated Financial Statements have been
rounded up for ease of presentation. Percentage figures included in this Annual Report have not in all cases been
calculated on the basis of such rounded figures but on the basis of such amounts prior to rounding. For this reason,
certain percentage amounts in this Annual Report may vary from those obtained by performing the same calculations
using the figures in the Audited Consolidated Financial Statements. Certain other amounts that appear in this Annual
Report may not sum due to rounding.

Economic and Market Data

In this Annual Report, unless otherwise indicated, all macroeconomic data related to the Chilean economy is based on
information published by the Central Bank, and all market share and other data related to the Chilean financial system
is based on information published by the SBIF and our analysis of such information. Information regarding the
consolidated risk index of the Chilean financial system as a whole is not available.

Exchange Rates

This Annual Report contains translations of certain Chilean peso amounts into U.S. dollars at specified rates solely for
the convenience of the reader. These translations should not be construed as representations that the Chilean peso
amounts actually represent such U.S. dollar amounts, were converted from U.S. dollars at the rate indicated in
preparing the Audited Consolidated Financial Statements, could be converted into U.S. dollars at the rate indicated,
were converted or will be converted at all.

Unless otherwise indicated, all U.S. dollar amounts at any year end, for any period have been translated from Chilean

pesos based on the interbank market rate published by Reuters at 1:30 pm on the last business day of the period. On
December 31, 2017 and 2016, the exchange rate in the Informal Exchange Market as published by Reuters at 1:30 pm

on these days was Ch$616.85 and Ch$666.00 respectively, or 0.26% more and 0.19% less, respectively, than the

observed exchange rate published by the Central Bank for such date of Ch$615.22 and Ch$667.29 respectively, per
U.S.$1.00. The Federal Reserve Bank of New York does not report a noon buying rate for the Chilean peso. For more
information on the observed exchange rate, see “Item 3. Key Information—A. Selected Financial Data—Exchange Rates” of
the Annual Report.

As of December 31, 2017 and 2016, one UF was equivalent to Ch$26,798.14 and Ch$26,347.98, respectively. The
U.S. dollar equivalent of one UF was U.S.$43.56 as of December 31, 2017, using the observed exchange rate reported

16
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by the Central Bank as of December 30, 2017 of Ch$39.49 per U.S.$1.00.
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PART I

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

The following table presents selected historical financial information for Santander-Chile as of the dates and for each
of the periods indicated. Financial information for Santander-Chile as of and for the years ended December 31, 2017,
2016, 2015, 2014, and 2013 has been derived from our audited consolidated financial statements prepared in
accordance with IFRS. In the F-pages of this Annual Report on Form 20-F, our audited financial statements as of
December 31, 2017 and 2016 and for the years ended December 31, 2017, 2016 and 2015 are presented. The audited
financial statements for 2014 and 2013 are not included in this document, but they can be found in our previous
Annual Reports on Form 20-F. These consolidated financial statements differ in some respects from our locally filed
financial statements as of and for the years ended December 31, 2017, 2016, 2015, 2014 and 2013 prepared in
accordance with Chilean Bank GAAP. See “Item 4. Information on the Company—Differences between IFRS and
Chilean Bank GAAP.”

The following table should be read in conjunction with, and is qualified in its entirety by reference to, our Audited
Consolidated Financial Statements appearing elsewhere in this Annual Report.

As of and for the years ended December 31,
2017 2017 2016 2015 2014 2013
In Ch$ millions (2)

18



Edgar Filing: BANCO SANTANDER CHILE - Form 20-F

CONSOLIDATED STATEMENT
OF INCOME DATA (IFRS)

Net interest income

Net fee and commission income
Financial transactions, net 3

Other operating income

Net operating profit before provision
for loan losses

Provision for loan losses

Net operating profit

Total operating expenses

Operating income

Income from investments in
associates and other companies
Income before tax

Income tax expense

Net income for the year

Net income for the period attributable
to:

Equity holders of the Bank
Non-controlling interests

Net income attributable to Equity
holders of the Bank per share

Net income attributable to Equity
holders of the Bank per ADS
Weighted-average shares outstanding
(in millions)

Weighted-average ADS outstanding
(in millions)

In U.S.$
thousands(1)

2,150,751
452,400
210,346
100,537

2,914,034

(489,998 )
2,424,036
(1,262,787 )
1,161,249

6,425

1,167,674
(235,116 )
932,558

912,379
20,180

4.84
2,280.87
188,446.10

471.1

1,326,691
279,063
129,752
62,016

1,797,522

(302,255
1,495,267
(778,950
716,317

3,963

720,280
(145,031
575,249

562,801
12,448

2.99

1,406.96

188,446.10

471.1

)
)

)

1,281,366
254,424
140,358
6,427

1,682,575

(342,083 )
1,340,492
(756,041 )
584,451

3,012

587,463
(109,031 )
478,432

476,067
2,365

2.53
1,010.51
188,446.1

4711

1,255,206
237,627
145,499
6,439

1,644,771

(399,277 )
1,245,494
(719,958 )
525,536

2,588

528,124
(76,395 )
451,729

448,466
3,263

2.38
951.92
188,446.1

471.1

1,317,104
227,283
112,565
6,545

1,663,497

(354,903 )
1,308,594
(683,819 )
624,775

2,165

626,940
(51,050 )
575,890

569,910
5,980

3.02
1,208.00
188,446.1

471.1

1,076,762
229,836
124,437
88,155

1,519,190

(371,462 )
1,147,728
(610,191 )
537,537

1,422

538,959
(94,530 )
444,429

442,294
2,135

2.35
938.83
188,446.1

471.1
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CONSOLIDATED
STATEMENT OF FINANCIAL
POSITION DATA (IFRS)
Cash and deposits in banks
Cash items in process of
collection

Trading investments
Investments under resale
agreements

Financial derivative contracts
Interbank loans, net

Loans and accounts receivable
from customers, net
Available-for-sale investments
Investments in associates and
other companies

Intangible assets

Property, plant, and equipment
Current taxes

Deferred taxes

Other assets

TOTAL ASSETS

Deposits and other

demand liabilities

Cash items in process of being
cleared

Obligations under repurchase
agreements

Time deposits and other time
liabilities

Financial derivative contracts
Interbank borrowing s

Issued debt instruments

Other financial liabilities
Current taxes

Deferred taxes

Provisions

Other liabilities

TOTAL LIABILITIES
Capital

Reserves

As of and for the years ended December 31,

2017
InUS.$

thousands(1)

2,355,389
1,083,156
787,446

3,629,159
262,970

43,402,033
4,173,699
44,719

102,487
393,203

601,590
1,239,215
58,075,066

12,593,282
789,051
434,564

19,314,169

3,468,409
2,753,274
11,499,802
392,364
10,432
15,665
492,499
1,208,338
52,971,849
1,444,927
2,888,576

2017 2016

In Ch$ millions (2)
1,452,922 2,279,389
668,145 495,283
485,736 396,987
- 6,736
2,238,647 2,500,782
162,213 268,672
26,772,544 26,147,154
2,574,546 3,388,906
27,585 23,780
63,219 58,085
242,547 257,379
371,091 359,600
764,410 847,272
35,823,605 37,030,025
7,768,166 7,539,315
486,726 288,473
268,061 212,437
11,913,945 13,151,709
2,139,488 2,292,161
1,698,357 1,916,368
7,093,653 7,326,372
242,030 240,016
6,435 29,294
9,663 7,686
303,798 292,210
745,363 795,785
32,675,685 34,091,826
891,303 891,303
1,781,818 1,640,112

2015

2,064,806
724,521
324,271
2,463

3,205,926
9,711

24,528,745
2,044,411
20,309

51,137
240,659

320,527
1,100,174
34,637,660

7,356,121
462,157
143,689

12,182,767

2,862,606
1,307,574
5,957,095
220,527
17,796
3,906
274,998
1,045,869
31,835,105
891,303
1,527,893

2014

1,608,888
531,373
774,815

2,727,563
11,942

22,196,390
1,651,598
17,914

40,983
211,561
2,241
272,118
927,961
30,975,347

6,480,497
281,259
392,126

10,413,940

2,561,384
1,231,601
5,785,112
205,125
1,077
7,631
285,970
654,557
28,300,279
891,303
1,307,761

2013

1,571,810
604,077
287,567
17,469

1,494,018
124,954

20,320,874
1,700,993
9,681

66,703
180,215
1,643
227,285
514,938
27,122,227

5,620,763
276,379
208,972

9,675,272

1,291,785
1,682,377
5,198,658
189,781
50,242
26,753
217,310
311,479
24,749,771
891,303
1,130,991
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Valuation adjustments (3,748 ) (2,312
Retained earnings 705,566 435,228
Attributable to Equity holders of 5035321 3.106,037
the Bank

Non-controlling interest 67,898 41,883
TOTAL EQUITY ¥ 5,103,219 3,147,920

TOTAL LIABILITIES AND
EQUITY

CONSOLIDATED RATIOS

(IFRS)

Profitability and performance:

Net interest margin ©)

Return on average total assets (©)

Return on average equity (V)

Capital:

Average equity as a percentage of average total assets ®)
Total liabilities as a multiple of equity )

Credit Quality:

Non-performing loans as a percentage of total loans (10)
Allowance for loan losses as percentage of total loans
Operating Ratios:

Operating expenses /operating revenue (11

Operating expenses /average total assets

58,075,068 35,823,605

) 6,640

370,803
2,908,858

29,341

2,938,199
37,030,025

43 %
1.6 %
19.2%

85 %
10.4

23 %
29 %

44.3 %
23 %

2016

43 %
14 %
16.8%

8.1 %
11.6

2.1 %
29 %

44.9 %
2.1 %

1,288
351,890

2,772,374

30,181
2,802,555

34,637,660 30,975,347

2015

44 %
1.3 %
16.0%

82 %
11.4

25 %
30 %

43.8%
2.1 %

25,600
417,321

2,641,985

33,083
2,675,068

2014

49 %
1.8 %
21.4%

82 %
10.6

2.8 %
29 %

41.1%
2.1 %

As of and for the years ended December
31,

2017 2013

4.6 %
1.6 %
18.9%

8.7 %
10.4

29 %
29 %

40.2%
23 %

)

27,122,227
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As of and for the years ended December 31,

2017 2016 2015 2014 2013
OTHER DATA
CPI Inflation Rate (12) 23 % 27 % 44 % 47 % 30 %
Revaluation (devaluation) rate (Ch$/U.S.$) at yearend (12 7.8 % 57 % (16.5 %) (16.0 %) (94 %)
Number of employees at period end 11,068 11,354 11,723 11,478 11,516
Number of branches and offices at period end 385 423 471 474 493

Amounts stated in U.S. dollars at and for the year ended December 31, 2017 have been translated from Chilean
(1)pesos at the interbank market exchange rate of Ch$616.85 = U.S.$1.00 as of December 31, 2017 based on the
interbank market rate published by Reuters at 1:30 pm on the last business day of the period.

(2)  Except per share data, percentages and ratios, share numbers, employee numbers and branch numbers.

3) Net income (expense) from financial operations and net foreign exchange gain.

(4)  Total equity includes equity attributable to Equity holders of the Bank plus non-controlling interests.

Net interest income divided by average interest earning assets (as presented in “Item 5. Operating and Financial
Review and Prospects— C. Selected Statistical Information”).

&)

Net income for the year divided by average total assets (as presented in “Item 5. Operating and Financial Review
and Prospects— C. Selected Statistical Information”).

(6)

Net income for the year divided by average equity (as presented in “Item 5. Operating and Financial Review and
Prospects—C. Selected Statistical Information™).

)

This ratio is calculated using total average equity (as presented in “Item 5. Operating and Financial Review and
Prospects— C. Selected Statistical Information”) including non-controlling interest.

®)

) Total liabilities divided by equity.

Non-performing loans include the aggregate unpaid principal and accrued but unpaid interest on all loans with at
least one installment over 90 days past-due.

(10)
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The efficiency ratio is equal to operating expenses over operating income. Operating expenses includes personnel
salaries and expenses, administrative expenses, depreciation and amortization, impairment and other operating
expenses. Operating income includes net interest income, net fee and commission income, net income from
financial operations (net trading income), foreign exchange gain, net and other operating income.

D

(12) Based on information published by the Central Bank.

Exchange Rates

Chile has two currency markets, the Mercado Cambiario Formal, or the Formal Exchange Market, and the Mercado
Cambiario Informal, or the Informal Exchange Market. According to Law 18,840, the organic law of the Central Bank
and the Central Bank Act (Ley Orgdnica Constitucional del Banco Central de Chile), the Central Bank determines
which purchases and sales of foreign currencies must be carried out in the Formal Exchange Market. Pursuant to
Central Bank regulations currently in effect, all payments, remittances or transfers of foreign currency abroad which
are required to be effected through the Formal Exchange Market may be effected with foreign currency procured
outside the Formal Exchange Market. The Formal Exchange Market is comprised of the banks and other entities so
authorized by the Central Bank. The Informal Exchange Market is comprised of entities that are not expressly
authorized to operate in the Formal Exchange Market, such as certain foreign exchange houses and travel agencies,
among others. The Central Bank is empowered to require that certain purchases and sales of foreign currencies be
carried out on the Formal Exchange Market. The conversion from pesos to U.S. dollars of all payments and
distributions with respect to the ADSs described in this Annual Report must be transacted at the spot market rate in
the Formal Exchange Market.

Both the Formal and Informal Exchange Markets are driven by free market forces. Current regulations require that the
Central Bank be informed of certain transactions and that they be effected through the Formal Exchange Market. In
order to keep the average exchange rate within certain limits, the Central Bank may intervene by buying or selling
foreign currency on the Formal Exchange Market.
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The U.S.$ Observed Exchange Rate (ddlar observado), which is reported by the Central Bank and published daily in
the Chilean newspapers, is the weighted average exchange rate of the previous business day’s transactions in the
Formal Exchange Market. The Central Bank has the power to intervene by buying or selling foreign currency on the
Formal Exchange Market to attempt to maintain the Observed Exchange Rate within a desired range. Even though the
Central Bank is authorized to carry out its transactions at the Observed Exchange Rate, it generally uses spot rates for
its transactions. Other banks generally carry out authorized transactions at spot rates as well.

Purchases and sales of foreign currencies may be legally carried out in the Informal Exchange Market. The Informal
Exchange Market reflects transactions carried out at informal exchange rates by entities not expressly authorized to
operate in the Formal Exchange Market. There are no limits imposed on the extent to which the rate of exchange in
the Informal Exchange Market can fluctuate above or below the Observed Exchange Rate. In recent years, the
variation between the Observed Exchange Rate and the Informal Exchange Rate has not been significant. On
December 31, 2016 and 2017 the exchange rate in the Informal Exchange Market as published by Reuters at 1:30 pm
on these days was Ch$666.00 and Ch$616.85 respectively, or 0.19% less and 0.26% more, respectively, than the
Central Bank’s published observed exchange rate for such date of Ch$667.29 and Ch$615.22, respectively, per
U.S.$1.00.

The following table sets forth the annual low, high, average and period-end observed exchange rate for U.S. dollars
for each of the following periods, as reported by the Central Bank. We make no representation that the Chilean peso
or the U.S. dollar amounts referred to herein actually represent, could have been or could be converted into U.S.
dollars or Chilean pesos, as the case may be, at the rates indicated, at any particular rate or at all. The Federal Reserve
Bank of New York does not report a noon buying rate for pesos.

Daily Observed Exchange Rate Ch$ Per
U.S.$(1)
Period

Year Low(2) High(2) Average(3) End

2013  466.50 53395 495.09 523.76
2014 524.61 621.41 570.01 607.38
2015 597.10 715.66 654.25 707.34
2016 64522 73031 676.83 667.29
2017 61522 679.05 649.33 615.22

Daily Observed Exchange Rate Ch$ Per

U.S.$(1)
Month Low(2) High(2) Average(3) Eirfd
October 2017 651.65 670.88 663.92  651.65
November 2017 65072 67924 666.12  675.48
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December 2017 64940 677.11 667.17 667.29
January 2018 599.33 614.75 605.53 604.42
February 2018 588.28 603.25 597.01 589.15

March 2018 (through March 22, 2017) 593.61 609.58 602.47 607.23

Source: Central Bank.

(D Nominal figures.
2) Exchange rates are the actual low and high, on a day-by-day basis for each period.
3) The average of monthly average rates during the year.

Dividends

Under the current General Banking Law, a Chilean bank may only pay a single dividend per year (i.e., interim
dividends are not permitted). Santander-Chile’s annual dividend is proposed by its Board of Directors and is approved
by the shareholders at the annual ordinary shareholders’ meeting held the year following that in which the dividend is
generated. For example, the 2017 dividend must be proposed and approved during the first four months of 2018.
Following shareholder approval, the proposed dividend is declared and paid. Historically, the dividend for a particular
year has been declared and paid no later than one month following the shareholders’ meeting. Dividends

10
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are paid to shareholders of record on the fifth day preceding the date set for payment of the dividend. The applicable
record dates for the payment of dividends to holders of ADSs will, to the extent practicable, be the same.

Under the General Banking Law, a bank must distribute cash dividends in respect of any fiscal year in an amount
equal to at least 30% of its net income for that year, as long as the dividend does not result in the infringement of
minimum capital requirements. The balances of our distributable net income are generally retained for use in our
business (including for the maintenance of any required legal reserves). Although our Board of Directors currently
intends to pay regular annual dividends, the amount of dividend payments will depend upon, among other factors, our
then current level of earnings, capital and legal reserve requirements, as well as market conditions, and there can be no
assurance as to the amount or timing of future dividends.

Dividends payable to holders of ADSs are net of foreign currency conversion expenses of The Bank of New York
Mellon, as depositary (the “Depositary””) and will be subject to the Chilean withholding tax currently at the rate of 35%
(subject to credits in certain cases as described in “Item 10. Additional Information—E. Taxation—Material Tax
Consequences of Owning Shares of Our Common Stock or ADSs”).

Under the Foreign Investment Contract (as defined herein), the Depositary, on behalf of ADS holders, is granted
access to the Formal Exchange Market to convert cash dividends from Chilean pesos to U.S. dollars and to pay such
U.S. dollars to ADS holders outside Chile, net of taxes, and no separate registration by ADS holders is required. In the
past, Chilean law required that holders of shares of Chilean companies who were not residents of Chile to register as
foreign investors under one of the foreign investment regimes contemplated by Chilean law in order to have
dividends, sale proceeds or other amounts with respect to their shares remitted outside Chile through the Formal
Exchange Market. On April 19, 2001, the Central Bank deregulated the Exchange Market and eliminated the need to
obtain approval from the Central Bank in order to remit dividends, but at the same time this eliminated the possibility
of accessing the Formal Exchange Market. These changes do not affect the current Foreign Investment Contract,
which was signed prior to April 19, 2001, which grants access to the Formal Exchange Market with prior approval of
the Central Bank. See “Item 10. Additional Information—D. Exchange Controls.”

The following table presents dividends declared and paid by us in nominal terms in the past four years:

Dividend Dividend Per share Per ADS % over % over

Year C}.l$. U'.S'.$ Ch$/share U.S.$/ADS earnings earnings
millions millions 3) @) 5) ©6)
ey 2)
2014 265,156 476.0 1.41 1.01 60 60
2015 330,198 5404 1.75 1.15 60 58
2016 336,659 503.7 1.79 1.07 75 75
2017 330,646 496.5 1.75 1.05 70 69
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(D Millions of nominal pesos.

Millions of U.S.$ using the observed exchange rate of the day the dividend was approved at the annual
shareholders’ meeting.

2)

3) Calculated on the basis of 188,446 million shares.

Dividend in U.S.$ million divided by the number of ADS, which was calculated on the basis of 400 shares per

@ ADs.

Calculated by dividing dividend paid in the year by net income attributable to the equity holders of the Bank for the
previous year under Chilean Bank GAAP. This is the payment ratio determined by shareholders.

&)

Calculated by dividing dividend paid in the year by net income attributable to the equity holders of the Bank for the
previous year under IFRS.

(6)

B. Capitalization and Indebtedness

Not applicable.

11
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C. Reasons for the Offer and Use of Proceeds

Not applicable.

D. Risk Factors

You should carefully consider the following risk factors, which should be read in conjunction with all the other
information presented in this Annual Report. The risks and uncertainties described below are not the only ones that we
face. Additional risks and uncertainties that we do not know about or that we currently think are immaterial may also
impair our business operations. Any of the following risks, if they actually occur, could materially and adversely
affect our business, results of operations, prospects and financial condition.

We are subject to market risks that are presented both in this subsection and in “Item 5. Operating and Financial
Review and Prospects” and “Item 11. Quantitative and Qualitative Disclosures about Market Risk.”

Risks Associated with Our Business

We are vulnerable to disruptions and volatility in the global financial markets.

Global economic conditions deteriorated significantly between 2007 and 2009, and many countries fell into recession.
Many major financial institutions, including some of the world’s largest global commercial banks, investment banks,
mortgage lenders, mortgage guarantors and insurance companies experienced, and some continue to experience,
significant difficulties. Around the world, there were runs on deposits at several financial institutions, numerous
institutions sought additional capital or were assisted by governments, and many lenders and institutional investors
reduced or ceased providing funding to borrowers (including to other financial institutions).

In particular, we face, among others, the following risks related to the economic downturn:

Reduced demand for our products and services.
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Increased regulation of our industry. Compliance with such regulation will continue to increase our costs and may
-affect the pricing for our products and services, increase our conduct and regulatory risks to non-compliance and
limit our ability to pursue business opportunities.

Inability of our borrowers to timely or fully comply with their existing obligations. Macroeconomic shocks may
-negatively impact the household income of our retail customers and may adversely affect the recoverability of our
retail loans, resulting in increased loan losses.

The process we use to estimate losses inherent in our credit exposure requires complex judgments, including
forecasts of economic conditions and how these economic conditions might impair the ability of our borrowers to
-repay their loans. The degree of uncertainty concerning economic conditions may adversely affect the accuracy of
our estimates, which may, in turn, impact the reliability of the process and the sufficiency of our loan loss

allowances.

The value and liquidity of the portfolio of investment securities that we hold may be adversely affected.

Any worsening of global economic conditions may delay the recovery of the international financial industry and
impact our financial condition and results of operations.

An economic slowdown or recession would have a negative impact on our business and results of operations. A return

to volatile conditions in the global financial markets could have a material adverse effect on us, including on our

ability to access capital and liquidity on financial terms acceptable to us, if at all. If capital markets financing ceases to
become available, or becomes excessively expensive, we may be forced to raise the rates we pay on deposits to attract

more customers and become unable to maintain certain liability maturities. Any such increase in capital markets
funding availability or costs or in deposit rates could have a material adverse effect on our interest margins and
liquidity.

12
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Additionally, the results of the 2016 United States presidential and congressional elections generated volatility in the
global capital and currency markets and created uncertainty about the relationship between the United States and its
major trade partners. The uncertainty persists in relation to the United States trade policy, in particular the
renegotiation of the North American Free Trade Agreement and a further protectionist shift.

If all or some of the foregoing risks were to materialize, this could have a material adverse effect on our financing
availability and terms and, more generally, on our results, financial condition and prospects.

Credit, market and liquidity risk may have an adverse effect on our credit ratings and our cost of funds. Any
downgrade in Chile’s, our controlling shareholders or our credit rating would likely increase our cost of funding,
require us to post additional collateral or take other actions under some of our derivative contracts and adversely affect
our interest margins and results of operations.

Credit ratings affect the cost and other terms upon which we are able to obtain funding. Rating agencies regularly
evaluate us, and their ratings of our debt are based on a number of factors, including our financial strength and
conditions affecting the financial services industry generally. In addition, due to the methodology of the main rating
agencies, our credit rating is affected by the rating of Chile’s sovereign debt. If Chile’s sovereign debt is downgraded,
our credit rating would also likely be downgraded by an equivalent amount.

In August 2017, Fitch downgraded our main ratings from A+ to A following a similar action on the sovereign rating

of the Republic of Chile. Standard and Poor’s Ratings Services (“S&P”) placed the Bank’s ratings on Outlook Negative in
August 2017 and re-affirmed this rating and outlook in November 2017. Currently Moody’s has a negative outlook on

the Republic of Chile’s sovereign rating and on our rating as well.

In addition, our ratings may be adversely affected by any downgrade in the ratings of our parent company, Santander
Spain. The long-term debt of Santander Spain is currently rated investment grade by the major rating agencies: A3
(stable) by Moody’s, A- (positive) by S&P and A- (stable) by Fitch Ratings Ltd. (“Fitch”).

Any downgrade in our debt credit ratings would likely increase our borrowing costs and require us to post additional
collateral or take other actions under some of our derivative contracts, and could limit our access to capital markets
and adversely affect our commercial business. For example, a ratings downgrade could adversely affect our ability to
sell or market certain of our products, engage in certain longer-term and derivatives transactions and retain our
customers, particularly customers who need a minimum rating threshold in order to invest. In addition, under the
terms of certain of our derivative contracts and other financial commitments we may be required to maintain a
minimum credit rating or terminate such contracts or post collateral. Any of these results of a ratings downgrade could
reduce our liquidity and have an adverse effect on us, including our operating results and financial condition.
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While certain potential impacts of these downgrades are contractual and quantifiable, the full consequences of a credit
rating downgrade are inherently uncertain, as they depend upon numerous dynamic, complex and inter-related factors
and assumptions, including market conditions at the time of any downgrade, whether any downgrade of our long-term
credit rating precipitates downgrades to our short-term credit rating, and assumptions about the potential behaviors of
various customers, investors and counterparties. Actual outflows could be higher or lower than the preceding
hypothetical examples, depending upon certain factors including which credit rating agency downgrades our credit
rating, any management or restructuring actions that could be taken to reduce cash outflows and the potential liquidity
impact from loss of unsecured funding (such as from money market funds) or loss of secured funding capacity.
Although unsecured and secured funding stresses are included in our stress testing scenarios and a portion of our total
liquid assets is held against these risks, a credit rating downgrade could still have a material adverse effect on us.

In addition, if we were required to cancel our derivatives contracts with certain counterparties and were unable to
replace such contracts, our market risk profile could be altered.

There can be no assurance that the rating agencies will maintain the current ratings or outlooks. Failure to maintain
favorable ratings and outlooks could increase our cost of funding and adversely affect interest margins, which could
have a material adverse effect on us.

13
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Increased competition, including from non-traditional providers of banking services such as financial technology
providers, and industry consolidation may adversely affect our results of operations.

The Chilean market for financial services is highly competitive. We compete with other private sector Chilean and
non-Chilean banks, with Banco del Estado de Chile, the principal government-owned sector bank, with department
stores and with larger supermarket chains that make consumer loans and sell other financial products to a large portion
of the Chilean population. The lower to middle-income segments of the Chilean population and the small- and mid-
sized corporate segments have become the target markets of several banks and competition in these segments may
increase. In addition, there has been a trend towards consolidation in the Chilean banking industry in recent years,
which has created larger and stronger banks with which we must now compete. There can be no assurance that this
increased competition will not adversely affect our growth prospects, and therefore our operations. We also face
competition from non-bank (such as department stores, insurance companies, cajas de compensacion and
cooperativas) and non-finance competitors (principally department stores and larger supermarket chains) with respect
to some of our credit products, such as credit cards, consumer loans and insurance brokerage. In addition, we face
competition from non-bank finance competitors, such as leasing, factoring and automobile finance companies, with
respect to credit products, and from mutual funds, pension funds and insurance companies with respect to savings
products.

Non-traditional providers of banking services, such as internet based e-commerce providers, mobile telephone
companies and internet search engines may offer and/or increase their offerings of financial products and services
directly to customers. These non-traditional providers of banking services currently have an advantage over traditional
providers because they are not subject to banking regulation. Several of these competitors may have long operating
histories, large customer bases, strong brand recognition and significant financial, marketing and other resources.
They may adopt more aggressive pricing and rates and devote more resources to technology, infrastructure and
marketing. New competitors may enter the market or existing competitors may adjust their services with unique
product or service offerings or approaches to providing banking services. If we are unable to successfully compete
with current and new competitors, or if we are unable to anticipate and adapt our offerings to changing banking
industry trends, including technological changes, our business may be adversely affected. In addition, our failure to
effectively anticipate or adapt to emerging technologies or changes in customer behavior, including among younger
customers, could delay or prevent our access to new digital-based markets, which would in turn have an adverse effect
on our competitive position and business.

The rise in customer use of internet and mobile banking platforms in recent years could negatively impact our
investments in bank premises, equipment and personnel for our branch network. The persistence or acceleration of
this shift in demand towards internet and mobile banking may necessitate changes to our retail distribution strategy,
which may include closing and/or selling certain branches and restructuring our remaining branches and work force.
These actions could lead to losses on these assets and may lead to increased expenditures to renovate, reconfigure or
close a number of our remaining branches or to otherwise reform our retail distribution channel. Furthermore, our
failure to swiftly and effectively implement such changes to our distribution strategy could have an adverse effect our
competitive position.
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Increasing competition could also require that we increase our rates offered on deposits or lower the rates we charge
on loans, which could also have a material adverse effect on us, including our profitability. It may also negatively
affect our business results and prospects by, among other things, limiting our ability to increase our customer base and
expand our operations and increasing competition for investment opportunities.
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If our customer service levels were perceived by the market to be materially below those of our competitor financial
institutions, we could lose existing and potential business. If we are not successful in retaining and strengthening
customer relationships, we may lose market share, incur losses on some or all of our activities or fail to attract new
deposits or retain existing deposits, which could have a material adverse effect on our operating results, financial
condition and prospects.

Our ability to maintain our competitive position depends, in part, on the success of new products and services we offer
our clients and our ability to continue offering products and services from third parties, and we may not be able to
manage various risks we face as we expand our range of products and services that could have a material adverse
effect on us.

The success of our operations and our profitability depends, in part, on the success of new products and services we
offer our clients and our ability to continue offering products and services from third parties. However, we cannot
guarantee that our new products and services will be responsive to client demands, or that they will be successful. In
addition, our clients’ needs or desires may change over time, and such changes may render our products and services
obsolete, outdated or unattractive and we may not be able to develop new products that meet our clients’ changing
needs. Our success is also dependent on our ability to anticipate and leverage new and existing technologies that may
have an impact on products and services in the banking industry. Technological changes may further intensify and
complicate the competitive landscape and influence client behavior. If we cannot respond in a timely fashion to the
changing needs of our clients, we may lose clients, which could in turn materially and adversely affect us.

As we expand the range of our products and services, some of which may be at an early stage of development in the
markets of certain regions where we operate, we will be exposed to new and potentially increasingly complex risks
and development expenses in those markets, with respect to which our experience and the experience of our partners
may not be sufficient. Our employees and our risk management systems may not be sufficient to enable us to properly
manage such risks. In addition, the cost of developing products that are not launched is likely to affect our results of
operations. Any or all of these factors, individually or collectively, could have a material adverse effect on us.

Our strong position in the credit card market is in part due to our credit card co-branding agreement with Chile’s
largest airline. This agreement expires in August 2020 and no assurance can be given that it will be renewed, which
may materially and adversely affect our results of operations and financial condition in the credit card business.

While we have successfully increased our customer service levels in recent years, should these levels ever be
perceived by the market to be materially below those of our competitor financial institutions, we could lose existing
and potential business. If we are not successful in retaining and strengthening customer relationships, we may lose
market share, incur losses on some or all of our activities or fail to attract new deposits or retain existing deposits,
which could have a material adverse effect on our operating results, financial condition and prospects.
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The financial problems faced by our customers could adversely affect us.

Market turmoil and economic recession could materially and adversely affect the liquidity, credit ratings, businesses
and/or financial conditions of our borrowers, which could in turn increase our non-performing loan ratios, impair our
loan and other financial assets and result in decreased demand for borrowings in general. In addition, our customers
may further significantly decrease their risk tolerance to non-deposit investments such as stocks, bonds and mutual
funds, which would adversely affect our fee and commission income. We may also be adversely affected by the
negative effects of the heightened regulatory environment on our customers due to the high costs associated with
regulatory compliance and proceedings. Any of the conditions described above could have a material adverse effect
on our business, financial condition and results of operations.

We may generate lower revenues from fee and commission based businesses.

The fees and commissions that we earn from the different banking and other financial services that we provide
represent a significant source of our revenues. Our customers may significantly decrease their risk tolerance to
non-deposit investments such as stocks, bonds and mutual funds for a number of reasons, including a market
downturn, which would adversely affect us, including our fee and commission income.
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Banco Santander Chile sold its asset management business in 2013 and signed a management service agreement for a
10 year-period with the acquirer of this business in which we sell asset management funds on their behalf. Therefore,
even in the absence of a market downturn, below-market performance by the mutual funds of the firm we broker for
may result in a reduction in revenue we receive from selling asset management funds and adversely affect our results
of operations.

Market conditions have resulted, and could result, in material changes to the estimated fair values of our financial
assets. Negative fair value adjustments could have a material adverse effect on our operating results, financial
condition and prospects.

In the recent past, financial markets have been subject to significant stress resulting in steep falls in perceived or
actual financial asset values, particularly due to volatility in global financial markets and the resulting widening of
credit spreads. We have material exposures to securities, loans and other investments that are recorded at fair value
and are therefore exposed to potential negative fair value adjustments. Asset valuations in future periods, reflecting
then-prevailing market conditions, may result in negative changes in the fair values of our financial assets and these
may also translate into increased impairments. In addition, the value ultimately realized by us on disposal may be
lower than the current fair value. Any of these factors could require us to record negative fair value adjustments,
which may have a material adverse effect on our operating results, financial condition or prospects.

In addition, to the extent that fair values are determined using financial valuation models, such values may be
inaccurate or subject to change, as the data used by such models may not be available or may become unavailable due
to changes in market conditions, particularly for illiquid assets, and particularly in times of economic instability. In
such circumstances, our valuation methodologies require us to make assumptions, judgments and estimates in order to
establish fair value, and reliable assumptions are difficult to make and are inherently uncertain and valuation models
are complex, making them inherently imperfect predictors of actual results. Any consequential impairments or
write-downs could have a material adverse effect on our operating results, financial condition and prospects.

The credit quality of our loan portfolio may deteriorate and our loan loss reserves could be insufficient to cover our
actual loan losses, which could have a material adverse effect on us.

Risks arising from changes in credit quality and the recoverability of loans and amounts due from counterparties are
inherent in a wide range of our businesses. Non-performing or low credit quality loans have in the past negatively
impacted our results of operations and could do so in the future. In particular, the amount of our reported
non-performing loans may increase in the future as a result of growth in our total loan portfolio, including as a result
of loan portfolios that we may acquire in the future (the credit quality of which may turn out to be worse than we had
anticipated), or factors beyond our control, such as adverse changes in the credit quality of our borrowers and
counterparties or a general deterioration in economic conditions in Chile or in global economic and political
conditions. If we were unable to control the level of our non-performing or poor credit quality loans, this could have a
material adverse effect on us.
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As of December 31, 2017, our non-performing loans were Ch$633,461 million, and the ratio of our non-performing
loans to total loans was 2.3%. As of December 31, 2017, our allowance for loan losses was Ch$791,157 million, and
the ratio of our allowance for loan losses to total loans was 2.9%. For additional information on our asset quality, see
“Item 5. Operating and Financial Review and Prospects—C. Selected Statistical Information—Classification of Loan
Portfolio Based on the Borrower’s Payment Performance.”

Our allowance for loan losses is based on our current assessment of and expectations concerning various factors
affecting us, including the quality of our loan portfolio. These factors include, among other things, our borrowers’
financial condition, repayment abilities and repayment intentions, the realizable value of any collateral, the prospects
for support from any guarantor, Chile’s economy, government macroeconomic policies, interest rates and the legal and
regulatory environment. As the 2008 financial crisis has demonstrated, many of these factors are beyond our control.

In addition, as these factors evolve, the models we use to determine the appropriate level of allowance for loan losses
and other assets require recalibration, which can lead to increased provision expense. See “Item 5. Operating and
Financial Review and Prospects—A. Operating Results—Results of Operations for the Years ended December 31, 2017,
2016 and 2015—Provision for loan losses, net of recoveries.”
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As a result, there is no precise method for predicting loan and credit losses, and we cannot assure you that our
allowance for loan losses will be sufficient in the future to cover actual loan and credit losses. If our assessment of and
expectations concerning the above-mentioned factors differ from actual developments, if the quality of our total loan
portfolio deteriorates, for any reason, including the increase in lending to individuals and small and medium
enterprises, the volume increase in the consumer loan portfolio and the introduction of new products, or if the future
actual losses exceed our estimates of incurred losses, we may be required to increase our provisions and allowance for
loan losses, which may adversely affect us. If we are unable to control or reduce the level of our non-performing or
poor credit quality loans, this could have a material adverse effect on us.

The value of the collateral securing our loans may not be sufficient, and we may be unable to realize the full value of
the collateral securing our loan portfolio.

The value of the collateral securing our loan portfolio may fluctuate or decline due to factors beyond our control,
including macroeconomic factors affecting Chile’s economy. The value of the collateral securing our loan portfolio
may be adversely affected by force majeure events, such as natural disasters, particularly in locations where a
significant portion of our loan portfolio is composed of real estate loans. Natural disasters such as earthquakes and
floods may cause widespread damage, which could impair the asset quality of our loan portfolio and could have an
adverse impact on Chile’s economy. The real estate market is particularly vulnerable in the current economic climate
and this may affect us, as real estate represents a significant portion of the collateral securing our residential mortgage
loan portfolio. We may also not have sufficiently recent information on the value of collateral, which may result in an
inaccurate assessment for impairment losses of our loans secured by such collateral. If any of the above were to occur,
we may need to make additional provisions to cover actual impairment losses of our loans, which may materially and
adversely affect our results of operations and financial condition.

The growth of our loan portfolio may expose us to increased loan losses. Our exposure to individuals and small and
mid-sized businesses could lead to higher levels of past due loans, allowances for loan losses and charge-offs.

The further expansion of our loan portfolio (particularly in the consumer, small- and mid-sized companies and real

estate segments) can be expected to expose us to a higher level of loan losses and require us to establish higher levels

of provisions for loan losses. See “Note 8—Interbank Loans” and “Note 9—Loans and Accounts Receivables from Customers’
in our Audited Consolidated Financial Statements for a description and presentation of our loan portfolio as well as

“Item 5-Selected Statistical Information—Loan Portfolio.”

Retail customers represent 69.4% of the value of the total loan portfolio as of December 31, 2017. As part of our
business strategy, we seek to increase lending and other services to retail clients, which are more likely to be adversely
affected by downturns in the Chilean economy. In addition, as of December 31, 2017, our residential mortgage loan
portfolio totaled Ch$9,096,895 million, representing 32.8% of our total loans. See “Note 9—Loans and Accounts
Receivables from Customers” in our Audited Consolidated Financial Statements for a description and presentation of
our residential mortgage loan portfolio. If the economy and real estate market in Chile experience a significant

38



Edgar Filing: BANCO SANTANDER CHILE - Form 20-F

downturn, this could materially adversely affect the liquidity, businesses and financial conditions of our customers,
which may in turn cause us to experience higher levels of past-due loans, thereby resulting in higher provisions for
loan losses and subsequent charge-offs. This may materially and adversely affect our asset quality, results of
operations and financial condition.

The growth rate of our loan portfolio may be affected by economic turmoil, which could also lead to a contraction in
our loan portfolio.

There can be no assurance that our loan portfolio will continue to grow at similar rates to the historical growth rate
described above. A reversal of the rate of growth of the Chilean economy, a slowdown in the growth of customer
demand, an increase in market competition or changes in governmental regulations could adversely affect the rate of
growth of our loan portfolio and our risk index and, accordingly, increase our required allowances for loan losses. An
economic turmoil could materially adversely affect the liquidity, businesses and financial condition of our customers
as well as lead to a general decline in consumer spending and a rise in unemployment. All this could in turn lead to
decreased demand for borrowings in general.
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Our financial results are constantly exposed to market risk. We are subject to fluctuations in interest rates and other
market risks, which may materially and adversely affect us and our profitability.

Market risk refers to the probability of variations in our net interest income or in the market value of our assets and
liabilities due to volatility of interest rate, inflation, exchange rate or equity price. Changes in interest rates affect the
following areas, among others, of our business:

net interest income;

the volume of loans originated;

credit spreads;

the market value of our securities holdings;

the value of our loans and deposits; and

the value of our derivatives transactions.

Interest rates are sensitive to many factors beyond our control, including increased regulation of the financial sector,
the reserve policies of the Central Bank, deregulation of the financial sector in Chile, monetary policies and domestic
and international economic and political conditions. Variations in interest rates could affect the interest earned on our
assets and interest paid on our borrowings, thereby affecting our net interest income, which comprises the majority of
our revenue, reducing our growth rate and potentially resulting in losses. Interest rate variations could adversely affect
us, including our net interest income, reducing our growth rate or even resulting in losses. When interest rates rise, we
may be required to pay higher interest on our floating-rate borrowings while interest earned on our predominately
fixed-rate assets may not rise as quickly, which could cause profits to grow at a reduced rate or decline in some parts
of our portfolio.

Increases in interest rates may reduce the volume of loans we originate. Sustained high interest rates have historically
discouraged customers from borrowing and have resulted in increased delinquencies in outstanding loans and
deterioration in the quality of assets. Increases in interest rates may reduce the value of our financial assets and may
reduce gains or require us to record losses on sales of our loans or securities.
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If interest rates decrease, although this is likely to decrease our funding costs, it is likely to adversely impact the
income we receive from our investments in securities as well as loans with similar maturities. In addition, we may also
experience increased delinquencies in a low interest rate environment when such an environment is accompanied by
high unemployment and recessionary conditions.

The market value of a security with a fixed interest rate generally decreases when the prevailing interest rates rise,
which may have an adverse effect on our earnings and financial condition. In addition, we may incur costs as we
implement strategies to reduce interest rate exposure in the future (which, in turn, will impact our results). The market
value of an obligation with a floating interest rate can be adversely affected when interest rates increase, due to a lag
in the implementation of repricing terms or an inability to refinance at lower rates.

We are also exposed to foreign exchange rate risk as a result of mismatches between assets and liabilities denominated
in different currencies. Fluctuations in the exchange rate between currencies may negatively affect our earnings and
value of our assets and securities. Therefore, while the Bank seeks to avoid significant mismatches between assets and
liabilities due to foreign currency exposure, from time to time, we may have mismatches. “See Item 11. Quantitative
and Qualitative Disclosure About Market Risks— E. Market Risks—Foreign exchange fluctuations.”
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Failure to successfully implement and continue to improve our risk management policies, procedures and methods,
including our credit risk management system, could materially and adversely affect us, and we may be exposed to
unidentified or unanticipated risks.

The management of risk is an integral part of our activities. We seek to monitor and manage our risk exposure through
a variety of separate but complementary financial, credit, market, operational, compliance and legal reporting systems.
While we employ a broad and diversified set of risk monitoring and risk mitigation techniques, such techniques and
strategies may not be fully effective in mitigating our risk exposure in all economic market environments or against all
types of risk, including risks that we fail to identify or anticipate.

Some of our qualitative tools and metrics for managing risk are based upon our use of observed historical market
behavior. We apply statistical and other tools to these observations to arrive at quantifications of our risk exposures.
These qualitative tools and metrics may fail to predict future risk exposures. These risk exposures could, for example,
arise from factors we did not anticipate or correctly evaluate in our statistical models. This would limit our ability to
manage our risks. Our losses thus could be significantly greater than the historical measures indicate. In addition, our
quantified modeling does not take all risks into account. Our more qualitative approach to managing those risks could
prove insufficient, exposing us to material unanticipated losses. We could face adverse consequences as a result of
decisions, which may lead to actions by management, based on models that are poorly developed, implemented or
used, or as a result of the modelled outcome being misunderstood or the use of such information for purposes for
which it was not designed. In addition, if existing or potential customers or counterparties believe our risk
management is inadequate, they could take their business elsewhere or seek to limit their transactions with us. This
could have a material adverse effect on our reputation, operating results, financial condition and prospects.

As a commercial bank, one of the main types of risks inherent in our business is credit risk. For example, an important
feature of our credit risk management system is to employ an internal credit rating system to assess the particular risk
profile of a customer. As this process involves detailed analyses of the customer, taking into account both quantitative
and qualitative factors, it is subject to human or IT systems errors. In exercising their judgment on current or future
credit risk behavior of our customers, our employees may not always be able to assign an accurate credit rating, which
may result in our exposure to higher credit risks than indicated by our risk rating system.

Failure to effectively implement, consistently monitor or continuously refine our credit risk management system may
result in an increase in the level of non-performing loans and a higher risk exposure for us, which could have a
material adverse effect on us.

The effectiveness of our credit risk management is affected by the quality and scope of information available in Chile.
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In assessing customers’ creditworthiness, we rely largely on the credit information available from our own internal
databases, the SBIF, Directorio de Informacién Comercial (Dicom) en Capital, a Chilean nationwide credit bureau,
and other sources. Due to limitations in the availability of information and the developing information infrastructure in
Chile, our assessment of credit risk associated with a particular customer may not be based on complete, accurate or
reliable information. In addition, although we have been improving our credit scoring systems to better assess
borrowers’ credit risk profiles, we cannot assure you that our credit scoring systems will collect complete or accurate
information reflecting the actual behavior of customers or that their credit risk can be assessed correctly. Without
complete, accurate and reliable information, we will have to rely on other publicly available resources and our internal
resources, which may not be effective. As a result, our ability to effectively manage our credit risk and subsequently
our loan loss allowances may be materially adversely affected.

Liquidity and funding risks are inherent in our business and could have a material adverse effect on us.

Liquidity risk is the risk that we either do not have available sufficient financial resources to meet our obligations as
they fall due or can secure them only at excessive cost. This risk is inherent in any retail and commercial banking
business and can be heightened by a number of enterprise-specific factors, including over-reliance on a particular
source of funding, changes in credit ratings or market-wide phenomena such as market dislocation. While we
implement liquidity management processes to seek to mitigate and control these risks, unforeseen systemic market
factors make it difficult to eliminate completely these risks. Continued constraints in the supply of liquidity, including
in inter-bank lending, has affected and may materially and adversely affect the cost of
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funding our business, and extreme liquidity constraints may affect our current operations and our ability to fulfill
regulatory liquidity requirements as well as limit growth possibilities.

Increases in prevailing market interest rates and in our credit spreads can significantly increase the cost of our funding.
Changes in our credit spreads may be influenced by market perceptions of our creditworthiness. Changes to interest
rates and our credit spreads occur continuously and may be unpredictable and highly volatile.

We rely, and will continue to rely, primarily on commercial deposits to fund lending activities. The ongoing
availability of this type of funding is sensitive to a variety of factors outside our control, such as general economic
conditions and the confidence of commercial depositors in the economy and in the financial services industry, and the
availability and extent of deposit guarantees, as well as competition between banks or with other products, such as
mutual funds, for deposits. Any of these factors could significantly increase the amount of commercial deposit
withdrawals in a short period of time, thereby reducing our ability to access commercial deposit funding on
appropriate terms, or at all, in the future. If these circumstances were to arise, this could have a material adverse effect
on our operating results, financial condition and prospects.

We anticipate that our customers will continue, in the near future, to make short-term deposits (particularly demand
deposits and short-term time deposits), and we intend to maintain our emphasis on the use of banking deposits as a
source of funds. As of December 31, 2017, 99.1% of our customer deposits had remaining maturities of one year or
less, or were payable on demand. A significant portion of our assets have longer maturities, resulting in a mismatch
between the maturities of liabilities and the maturities of assets. Historically, one of our principal sources of funds has
been time deposits. Time deposits represented 33.3% and 35.5% of our total liabilities and equity as of December 31,
2017 and 2016, respectively. The Chilean time deposit market is concentrated given the importance in size of various
large institutional investors such as pension funds and corporations relative to the total size of the economy. As of
December 31, 2017, the Bank’s top 20 time deposits represented 29.7% of total time deposits, or 9.9% of total
liabilities and equity, and totaled U.S.$5.7 billion. No assurance can be given that future economic stability in the
Chilean market will not negatively affect our ability to continue funding our business or to maintain our current levels
of funding without incurring increased funding costs, a reduction in the term of funding instruments or the liquidation
of certain assets. If this were to happen, we could be materially adversely affected.

The short-term nature of this funding source could cause liquidity problems for us in the future if deposits are not
made in the volumes we expect or are not renewed. If a substantial number of our depositors withdraw their demand
deposits or do not roll over their time deposits upon maturity, we may be materially and adversely affected.

Central banks have taken extraordinary measures to increase liquidity in the financial markets as a response to the
financial crisis. If current facilities were rapidly removed or significantly reduced, this could have an adverse effect on
our ability to access liquidity and on our funding costs.
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We cannot assure that in the event of a sudden or unexpected shortage of funds in the banking system, we will be able
to maintain levels of funding without incurring high funding costs, a reduction in the term of funding instruments or
the liquidation of certain assets. If this were to happen, we could be materially adversely affected.

We are subject to regulatory capital and liquidity requirements that could limit our operations, and changes to these
requirements may further limit and adversely affect our operating results, financial condition and prospects.

Chilean banks are required by the General Banking Law to maintain regulatory capital of at least 8% of risk-weighted
assets, net of required loan loss allowance and deductions, and paid-in capital and reserves (“core capital”) of at least 3%
of total assets, net of required loan loss allowances. As we are the result of the merger between two predecessors with

a relevant market share in the Chilean market, we are currently required to maintain a minimum regulatory capital to
risk-weighted assets ratio of 11%. As of December 31, 2017, the ratio of regulatory capital to risk-weighted assets, net
of loan loss allowance and deductions, was 13.9% and the core capital ratio was 11.0%. Certain developments could
affect our ability to continue to satisfy the current capital adequacy requirements applicable to us, including:

the increase of risk-weighted assets as a result of the expansion of our business or regulatory changes;
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the failure to increase our capital correspondingly;

losses resulting from a deterioration in our asset quality;

declines in the value of our investment instrument portfolio;

changes in accounting standards;

changes in provisioning guidelines that are charged directly against our equity or net income; and

changes in the guidelines regarding the calculation of the capital adequacy ratios of banks in Chile.

In June 2017 a proposed bill that changes the General Banking Law in Chile was sent to the Chilean Congress for
discussion. The bill proposes the creation of a new regulatory body for the financial system as well as new capital
regulation for banks in Chile in line with Basel III standards. The bill proposes to adopt the guidelines set forth under
the Basel III Capital Accord with adjustments incorporated by the SBIF. These changes should be approved by the
Chilean Congress in 2018 or 2019. Following this approval, Chilean banks will most likely have to fully comply with
Basel III requirements by 2024.

In 2017, Law 21,000 created the Comisio n para el Mercado Financiero or Financial Market Commission (FMC). The
FMC would become the sole supervisor for the Chilean financial system overseeing insurance companies, companies
with publicly traded securities, credit unions, credit card and prepaid card issuers, and eventually banks. It will be the
responsibility of this commission to ensure the proper functioning, development and stability of the financial market,
facilitating the participation of market agents and defending public faith in the financial markets. To do so, it must
maintain a general and systemic vision of the market, considering the interests of investors and policyholders. It shall
also be responsible for ensuring that the persons or entities audited, from their initiation until the end of their
liquidation, comply with the laws, regulations, statutes and other provisions that govern them.

The Commission will be in charge of a Council, which will be composed of five members, who are appointed and are
subject to the following rules:

A Commissioner appointed by the President of the Republic, of recognized professional or academic prestige in
matters related to the financial system, which will have the character of President of the Commission.

-Four commissioners appointed by the President of the Republic, from among persons of recognized professional or
academic prestige in matters related to the financial system, by supreme decree issued through the Ministry of
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Finance, after ratification of the Senate by the four sevenths of its members in exercise, in session specially convened
for that purpose.

The Council’s responsibilities include regulation, sanctioning and the definition of general supervision policies. In
addition, there will be a prosecutor in charge of investigations and the Chairman will be responsible for supervision.
The FMC will act in coordination with the Chilean Central Bank (BCCh).

The date of entry into operation of the Commission for the Financial Market was December 14, 2017. The
Superintendency of Securities and Insurance was eliminated on January 15, 2018 and all functions of this
Superintendency were absorbed by the FMC. Once the new General Banking Law is passed the SBIF will also be
absorbed by the FMC. All current SBIF attributions would be transferred to the FMC.

According to the New Banking Law being discussed in congress minimum capital requirements would increase in
terms of amount and quality. Total Regulatory Capital remains at 8% of risk-weighted assets which would include
credit, market and operational risk. Minimum Tier 1 capital increases from 4.5% to 6% of risk-weighted assets, of
which up to 1.5% may be Additional Tier 1 (AT1) either in the form of preferred shares or perpetual bonds, both of
which may be convertible to common equity. The FMC will establish the conditions and requirements for the issuance
of perpetual bonds and preferred equity. Tier 2 capital will be set at 2% of risk-weighted assets. Additional capital
demands are incorporated through a Conservation Buffer of 2.5% of risk-weighted assets, setting a Total Equity
Requirement of 10.5% of risk-weighted assets. As well, the BCCh may set an additional Counter Cyclical
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Buffer of up to 2.5% of risk-weighted assets with agreement from the FMC. Both buffers must be comprised of core
capital. The FMC, with agreement from the BCCh, may impose additional capital requirements for Systemically
Important Banks (SIB) of between 1-3.5% of risk-weighted assets. The FMC will have to establish the criteria to
assess which banks are considered as SIBs. It is probable that we would be classified as a SIB. The following table
sets forth a comparison between the current regulatory capital demands, and those proposed by the SBIF.

Capital requirements: Basel III, current GBL and new proposed requirements

Capital categories Current Law Proposed Bill
(% over risk weighted assets)

(1) Total Tier 1 Capital (2+3) 4.5 6

(2) Basic Capital 4.5 4.5

(3) Additional Tier 1 Capital o 15

(AT1) ’

(4) Tier 2 Capital 3.5 2

(5) Total Regulatory Capital

(1+4) 8 8

2% over regulatory capital in order to be classified in Category A

(6) Conservation Buffer 2.5
solvency.
(7) Total Equity Requirement
8 10.5
(5+6)
(8) Counter Cyclical Buffer — up to 2.5
(9) SIB* Requirement Up to 6% in case of a merger ]3365tween I-

* Systemically Important Banks

According to initial estimates of the impact of market risk on regulatory capital, published by the SBIF for
informational purposes only, our ratio of regulatory capital to risk-weighted assets, net of loan loss allowance and
deductions, including an initial estimate of the adjustments for market risk was 12.3% as of December 31, 2017. No
assurance can be given that the adoption of the Basel III capital requirements will not have a material impact on our
capitalization ratio.

The proposed bill also incorporates Pillar II capital requirements with the objective of assuring an adequate
management of risk. The FMC will have the power to impose additional regulatory capital demands of up to 4% of
risk-weighted assets, either Tier I or Tier II, if it determines that the previous capital levels and buffers are not enough
for a financial institution. The FMC will be responsible for establishing weightings for risk-weighted assets as a
separate regulation based on the implementation of standard models, subject to agreement from the BCCh. The FMC
will have until December 31 of the next year in which the bill is passed to establish the weightings. Nevertheless,
banks will be allowed to use internal models to define risk-weighted assets, subject to approval from the FMC with
agreement from the BCCh, in which case calculated requirements will have to be within the limits set by the FMC.
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We may also be required to raise additional capital in the future in order to maintain our capital adequacy ratios above
the minimum required levels. Our ability to raise additional capital may be limited by numerous factors, including: our
future financial condition, results of operations and cash flows; any necessary government regulatory approvals; our
credit ratings; general market conditions for capital raising activities by commercial banks and other financial
institutions; and domestic and international economic, political and other conditions. If we require additional capital in
the future, we cannot assure you that we will be able to obtain such capital on favorable terms, in a timely manner or
at all. Furthermore, the SBIF may increase the minimum capital adequacy requirements applicable to us. Accordingly,
although we currently meet the applicable capital adequacy requirements, we may face difficulties in meeting these
requirements in the future. If we fail to meet the capital adequacy requirements, we
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may be required to take corrective actions. These measures could materially and adversely affect our business
reputation, financial condition and results of operations. In addition, if we are unable to raise sufficient capital in a
timely manner, the growth of our loan portfolio and other risk-weighted assets may be restricted, and we may face
significant challenges in implementing our business strategy. As a result, our prospects, results of operations and
financial condition could be materially and adversely affected.

The SBIF and the Central Bank published new liquidity standards in 2015 and ratios that must be implemented and
calculated by all banks. These will eventually replace the current regulatory limits imposed by the SBIF and the
Central Bank described above. These new liquidity standards are in line with those established in Basel III. The most
important liquidity ratios that will eventually be adopted by Chilean banks are:

Liability concentration per institutional and wholesale counterparty. Banks will have to calculate the percentage of
-their liabilities coming from institutional and wholesale counterparties, including ratios regarding renovation,
renewals, restructurings, maturity and product concentration of these counterparties.

_Liquidity coverage ratio (LCR), which measures the percentage of liquid Assets over net cash outflows. The new
guidelines also define liquid assets and the formulas for calculating net cash outflows.

‘Net Stable Funding Ratio (NSFR) which will measure a bank’s available stable funding relative to its required stable
funding. Both concepts are also defined in the new regulations.

Beginning on March 30, 2016, banks began reporting these ratios to the Central Bank and the SBIF. The evolution of
these indicators is still being monitored and adjustments to the required ratios could be made. The final limits and
results should begin to be published by the end of 2018 or 2019. The initial limits banks must meet in order to comply
with these new ratios have not been published yet. For this reason, we cannot yet determine the effect that the
implementation of these models will have on our business. Such effect could be material and adverse if it materially
increases the liquidity we are required to maintain.

We are subject to regulatory risk, or the risk of not being able to meet all of the applicable regulatory requirements
and guidelines.

As a financial institution, we are subject to extensive regulation, inspections, examinations, inquiries, audits and other
regulatory requirements by Chilean regulatory authorities, which materially affect our businesses. We cannot assure
you that we will be able to meet all of the applicable regulatory requirements and guidelines, or that we will not be
subject to sanctions, fines, restrictions on our business or other penalties in the future as a result of noncompliance. If
sanctions, fines, restrictions on our business or other penalties are imposed on us for failure to comply with applicable
requirements, guidelines or regulations, our business, financial condition, results of operations and our reputation and
ability to engage in business may be materially and adversely affected.
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Changes in regulations may also cause us to face increased compliance costs and limitations on our ability to pursue
certain business opportunities and provide certain products and services. As some of the banking laws and regulations
have been recently adopted, the manner in which those laws and related regulations are applied to the operations of
financial institutions is still evolving. Moreover, to the extent these recently adopted regulations are implemented
inconsistently in the various jurisdictions in which we operate, it may face higher compliance costs. No assurance can
be given generally that laws or regulations will be adopted, enforced or interpreted in a manner that will not have a
material adverse effect on our business and results of operations.

Modifications to reserve requirements may affect our business.

Deposits are subject to a reserve requirement of 9.0% for demand deposits and 3.6% for time deposits (with terms of
less than one year). The Central Bank has statutory authority to require banks to maintain reserves of up to an average
of 40.0% for demand deposits and up to 20.0% for time deposits (irrespective, in each case, of the currency in which
these deposits are denominated) to implement monetary policy. In addition, to the extent that the aggregate amount of
the following types of liabilities exceeds 2.5 times the amount of a bank’s regulatory capital, a bank must maintain a
100% reserve against them: demand deposits, deposits in checking accounts, obligations payable on sight incurred in
the ordinary course of business and, in general, all deposits unconditionally payable immediately. If the Central Bank
were to increase reserve requirements, this could lead to lower loan growth and have a negative effect on our business.
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Our business could be affected if its capital is not managed effectively or if changes limiting our ability to manage our
capital position are adopted.

Effective management of our capital position is important to our ability to operate our business, to continue to grow
organically and to pursue our business strategy. However, in response to the global financial crisis, a number of
changes to the regulatory capital framework have been adopted or continue to be considered. As these and other
changes are implemented or future changes are considered or adopted that limit our ability to manage our balance
sheet and capital resources effectively or to access funding on commercially acceptable terms, we may experience a
material adverse effect on our financial condition and regulatory capital position.

Changes to the pension fund system may affect the funding mix of the Bank

The current pension fund system dates from the 1980s when pension saving went from being state-funded to private
funds which require Chilean employees to set aside 10% of their wages. While the system is widely regarded as a
success, the demographics of the Chilean society have changed and there have been some modifications to the system.
As of December 31, 2017, the Chilean pension fund management companies (Administradora de Fondos de Pension,

or “AFPs”) had US$7,521 million invested in the Bank via equity, deposits and fixed income. There is no assurance that
in the future there will not be significant reforms that may affect our funding mix which may have an adverse effect

on our financial condition and results of operations.

The legal restrictions on the exposure of Chilean pension funds to different asset classes may affect our access to
funding.

Chilean regulations impose a series of restrictions on how Chilean pension fund management companies
(Administradora de Fondos de Pension, or “AFPs”) may allocate their assets. In the particular case of financial issuers’
there are three restrictions, each involving different assets and different limits determined by the amount of assets in
each fund and the market and book value of the issuer’s equity. As a consequence, limits vary within funds of AFPs
and issuers. According to our estimates in December 2017, the AFPs still had the possibility of being able to invest
another US$11,425 million in the Bank via equity, deposits and fixed income. If the exposure of any AFP to
Santander-Chile exceeds the regulatory limits, we would need to seek alternative sources of funding, which could be
more expensive and, as a consequence, may have a material adverse effect on our financial condition and results of
operations.

Our financial statements are based in part on assumptions and estimates which, if inaccurate, could cause material
misstatement of the results of our operations and financial position.
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The preparation of financial statements requires management to make judgments, estimates and assumptions that
affect the reported amounts of assets, liabilities, income and expenses. Due to the inherent uncertainty in making
estimates, actual results reported in future periods may be based upon amounts which differ from those estimates.
Estimates, judgments and assumptions are continually evaluated and are based on historical experience and other
factors, including expectations of future events that are believed to be reasonable under the circumstances. Revisions
to accounting estimates are recognized in the period in which the estimate is revised and in any future periods
affected. The accounting policies deemed critical to our results and financial position, based upon materiality and
significant judgments and estimates, include impairment of loans, valuation of financial instruments, valuation of
derivatives, impairment of available-for-sale financial assets, deferred tax assets and liabilities and provisions
-contingent liabilities.

If the judgment, estimates and assumptions we use in preparing our consolidated financial statements are subsequently
found to be incorrect, there could be a material effect on our results of operations and a corresponding effect on our
funding requirements and capital ratios.

Changes in accounting standards could impact reported earnings.

The accounting standard setters and other regulatory bodies periodically change the financial accounting and reporting
standards that govern the preparation of our consolidated financial statements. For example, IFRS 9 will be adopted as
of January 1, 2018 and will establish a new impairment model of expected loss and make changes to the classification
and measurement requirements for financial assets and liabilities. In addition, IFRS 16, to be adopted as of January 1,
2019, specifies new standards for recognition, measurement, presentation and disclosure of leases. Changes made to
accounting standards can materially impact how we record and report our financial
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condition and results of operations. In some cases, we could be required to apply a new or revised standard
retroactively, resulting in the restatement of prior period financial statements. For further information about
developments in financial accounting and reporting standards, see Note 1 to our Audited Consolidated Financial
Statements.

We are subject to review by taxing authorities, and an incorrect interpretation by us of tax laws and regulations may
have a material adverse effect on us.

The preparation of our tax returns requires the use of estimates and interpretations of complex tax laws and
regulations and is subject to review by taxing authorities.

We are subject to the income tax laws of Chile and certain foreign countries. These tax laws are complex and subject

to different interpretations by the taxpayer and relevant governmental taxing authorities, which are sometimes subject
to prolonged evaluation periods until a final resolution is reached. In establishing a provision for income tax expense

and filing returns, we must make judgments and interpretations about the application of these inherently complex tax

laws.

If the judgment, estimates and assumptions we use in preparing our tax returns are subsequently found to be incorrect,
there could be a material adverse effect on our results of operations. In some jurisdictions, the interpretations of the
taxing authorities are unpredictable and frequently involve litigation, which introduces further uncertainty and risk as
to tax expense.

Disclosure controls and procedures over financial reporting may not prevent or detect all errors or acts of fraud.

Disclosure controls and procedures over financial reporting are designed to provide reasonable assurance that
information required to be disclosed by the company in reports filed or submitted under the Securities Exchange Act
is a