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CONSTITUTIONAL O r GANW ACT
OF THE Central Bank of Chile

Law N° 18,840

Constitutional Organic Act of the
Central Bank of Chile® »

The Govemment Junta of the Repubhc of Chile has given its approval to the
following Bill.

ARTICLE ONE

The following text is herein approved as the Constitutional Organic Act of the
Central Bank of Chile:

TITLE |

NATURE, PURPOSES, CAPITAL AND DOMICILE

Section 1.

The Central Bank of Chile is an autonomous entity of technical nature created in
accordance with constitutional provisions, has fuU legal capacity, possesses its
own assets and has an indefinite duration. The present Act regulates its organization,
structure, duties and authority. Whenever the expression “Bank” is herein used, it
shall be understood to mean the entity to which this Section refers.

1 Contamed in ARTICLE ONE of Law No. 18,840, published in the Official Gazette on October 10,1989. It includes
the amendments introduced by Laws No. 18,901, No. 18,970, No. 19,041, No. 19,653, No. 19,705, No. 19,746 and
No. 19,806, published in the Official Gazette on Jaiiuary 6, 1990, March 10,1990, Februaiy 11,1991, December
14,1999, December 20, 2000, August 9, 2001, and May 31, 2002, respectively.

2 The relevant provisions in the Political Constitution, published in the Official Gazette on October 24,1980, are
contained in Chapter XllI, Sections 97 and 98 thereof, which are transcribed below:
“Section 97.- There shall be an autonomous entity, with its own assets, of technical nature denominated Central
Bank, whose structure, organization, duties and authority are to be established by a constitutional organic act.
Section 98.- The Central Bank shall only engage in transactions with financial institutions, either pubUc or
private. Under no circumstance whatsoever shall the Bank either grant to such entities and institutions its
guarantee or acquire securities issued by the State, its agencies or enteiprises.
No public expenditure or credit of whatsoever nature may be fmanced either directly or indirectly with loans
granted by the Central Bank.
However, in the event of a foreign war, or threat of foreign war, to be qualified by the National Security Council,
the Central Bank may obtain, grant or finance credits to the State and to public or private entities.
The Central Bank shall be prohibited from adopting any resolution which may result either directly or indirectly
in the establishment of rules or requirements which are different or discriminatory with respect to persons,
institutions or entities that perform activities of the same nature."
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The Bank shall have its domicile in the city of Santiago and shall have the
authority to open and ciése agencies, offices and branches within or outside the
territorial jurisdiction of the Republic.

Section 2.

The Bank shall, with regard to its duties and authority, be govemed exclusively by
the provisions of this Act and it shall not be bound for any legal purposes, by
provisions present or future, general or special, enacted for the public sector. In
the absence of regulatory provisions and provided the matter is within the scope
of the Banks’s duties and authority, provisions regulating the private sector shall
apply.

The authority granted to the Bank by law shall not be exercised in a manner
which, directly or indirectly, may result in the establishment of regulations or
requirements different or discriminatory to any person, institution or entity
conducting business of similar nature.

Section 3.

The Bank shall have as its purposes to provide for the stability of the currency
system and the due payment of both intemal and foreign debts.

The authority of the Bank, for these purposes, shall include that of regulating
the amount of currency and credit in circulation, the performance of credit
transactions and foreign exchange, as well as the issuance of regulatory provisions
regarding monetary, credit, financing and foreign exchange matters.

Section 4.

The Bank shall inform the President of the Republic and the Senate with regard to
the policies and regulations of general applicability issued by the Bank in the per-
fonnance ofits duties. Likewise, it shall advise the President of the Republic, upon
his request, in all matters within the scope of its duties.

Section 5.

The initial capital of the Bank shaU be the amount of $ 500,000,000,000 (five hundred
billion pesos).

The capital may be increased by decision ofthe majority ofthe Council members,
through capitalization of reserves and adjusted by means of monetary correction.

The Bank shall, by justified decisién of the majority ofthe Council members, be
entitled to request from the Minister of Finance the increase of its capital or the
making of specific contributions to its assets on account offunds to be appropriated
under the Nation’s Budget Act.
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TITLE Il

SUPERVISION AND ADMINISTRATION
Subtitle One

THE COUNCIL

Section 6.

The supervisiéon and administration of the Bank shall be vested in the Council of
the Central Bank, which shall be responsible for the exercise of the authority and
the carrying out ofthe duties entrusted to the Bank by law. Whenever the expression
“Council” is herein used, it shall be understood to mean the body to which this
Section refers.

When passing its resolutions, the Council shall consider the general orientation
of the Government’s economic policies.

Section 7.

The Council shall be composed of five members appointed by the President of the
Republic, with the prior approval of the Senate, by means of an executive decree
issued through the Ministry of Finance™.

Section 8.
The Council members shall remain in office for a term of ten years and their
appointments may be renewed. Replacement shall be in a staggered fashion every
two years.

The Chaimian of the Council, who shall also be the President of the Bank, shall
be appointed by the President of the Republic from among the Council members
for afive year temi or until the expiration of such member’stemi in office, whichever
comes first. His appointment may be renewed.

Section 9.

The Council shall elect from its members the person who shall be the Vice—chair-
man ofthe Council and Vice-president of the Bank. The Vice—president shall remain
in office for a term established by the Council or until the expiration of his temi in
office, whichever comes first. His appointment as such may both be renewed and
revoked by the Council.

The Executive Decrees of the Mmistry of Finalice whereby tlie cun‘ent Council members of the Central Bank
have been designated are the following: Mr. Jorge Marshall Rivera; Executive Decree No. 1,322 dated
December 9, 1993, published in the Official Gazette on December 31, 1993, for a period of 10 years to be
counted from December 15,1993; Mrs. Marfa Elena Ovalle Molina: Executive Decree No. 1,372 dated November
30, 1995, published in the Official Gazette on December 19, 1995, for a period of 10years to be counted from
December 6, 1995; Mr. Carlos Massad Abud: Executive Decree No. 1,547 dated December 2,1997, published in
the Official Gazette onJanuary 12,1998, for a period of 10years as a Council member and for aperiod of 5years
asChairman ofthe Council, in boti posts as from December 6,1997; Mr. Jorge DesormeauxJiménez: Executive
Decree No. 1,726 dated December 20,1999 published in the Official Gazette onJan u” 27,2000, for a period of
10years tobe counted from December 7,1999; Mr José De Gregorio Rebeco: Executive Decree No. 1,111 dated
November 22, 2001 published in the official Gazette on January 4, 2002, for a period of 10 years to be counted
from December 9, 2001.
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Section 10.

Compensation for the President, the Vice-president and the Council members shall
be set forth by the President of the Republic for periods not to exceed two years.

For such purposes, the President of the Republic shall appoint, with the
anticipation as may be necessary, a Committee formed by three persons who are
former Presidents and Vice-presidents of the Bank, who shall present a
compensation proposal based upon the salaries being paid by the private sector
banking institutions to their top executives.

Section 11.

The Council shall meet with at least three of its members attending and its
resolutions shall be deemed adopted with a favorable vote of the majority of the
attending members, unless a qualified majority is required by this Act. In the event
of a tie, the member presiding shall have the casting vote.

The Council shall hold ordinary meetings at least once aweek, and extraordinary
meetings whenever specifically convened by its Chairman either at his own initiative
or at the written request of at least two members. Upon such a request, the Chair-
man shall not refuse to convoke the meeting and the respective session shall take
place within the three banking days following the request to which this subparagraph
refers.

With the favorable vote of at least three of its members, the Council shall issue
the intemal regulations necessary for both its appropriate functioning as well as
that of the Bank. The amendment of the regulations shall be made also vdth the
favorable vote of three of its members.

All resolutions adopted by the Council shall be recorded in the minutes of the
respective session.

Section 12.

In the event of vacancy, absence or incapacity to perform his duties, the Chairman
shall be substituted by the Vice-chairman and, in the absence of the latter, by the
member who comes next in order as established by the Council. If said order has
not been estabhshed, the substitution shall be made by the members in order of
seniority.

Should a position of Council member become vacant, the appointment of a new
member shall be made in the manner indicated in Section 7, his term being only the
remaining term of the substituted member.

Should the position of the Chairman become vacant, the appointment of a new
Chairman shall take place in accordance with Section 8 for the corresponding term
as established by the second paragraph of that Section. Should the position of Vice-
chairman become vacant, the Council shall make the corresponding appointment
in accordance with the provisions of Section 9.
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Section 13.

The members of the Council shall be precluded from intervening or voting on
resolutions conceming credit transactions, investments or other business in which
he, his spouse, or his relatives up to the third degree of consanguinity or second
degree of affmity, both inclusive, may have an interest of a commercial nature.

The prohibitions of this Section shall not apply with regard to resolutions
intended to produce effects of general applicability.

In the event that any ofthe above situations should arise, the member concemed
shall not count for purposes of determining the respective quorum.

Section 14.

The position of Council member shall not be compatible with any position or Service
rendered in the private sector, whether or not for compensation. However, Council
members shall be entitled to perform duties either in public or private non-profit
institutions and foundations, provided no compensation is derived therefrom.

The position of Council member shall similarly not be compatible with any
position or Service paid out of State or municipal resources or with duties, whether
or not Pald, as board member, director or employee of directly or indirectly
controlled State owned institutions, state owned autonomous entities, State
enterprises and, generally, any pubhc agency created by law, as well as enterprises,
corporations or institutions, either public or private, whereby the State, its
enterprises, corporations or institutions whether or not under its centralized
management, may have equal or majority control capital investments or, in the
same praportion, representation or participation.

Likewise, said office shall be incompatible with the participation in the
ownership of banking enterprises and financial companies. For the purposes of
this incompatibility, if the Council member were married under the marital
community regime, the holdings of the spouse shall also be considered, with the
exception of those acquired with funds pertaining to its personal net worth in
accordance with the provisions of Section 150 of the Civil Code; as well as those of
minor children under paternal custody of those persons and of the companies in
which any of them may have a participation in the capacity as controller. Should
the Council member, his (her) spouse or minor children under paternal custody
acquire said participation through inheritance or other gratuitous marmer, those
shares must be disposed of within the period of 30 days counted from the date in
which that disposal may be effected™.

The incompatibilities established under this Section shall not apply to
professorships or academic duties. They shall similarly not apply whenever the
laws require that a Council member must sit on a specific council or board of

The third paragraph oi Section 14 was amended, as it appears in the text, by the Single Section of Law No,
19,746, published in the Official Gazette on August 9,2001, rectifled in the issue of the Official Gazette published
on August 14,2001.
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directors, in which case they will not be entitled to any payment whatsoever for
the perfonnance of those other duties.

The Council members, prior taking office, shall have to State under oath and by
means of an instrument filed with a notarial office of the domicile of the Bank, an
account of their patrimonial situation, the professional and economic activities in
which they participate and the circumstance of not being affected by the
incompatibilities indicated above. The swom statement shall have to be effected
in the terms indicated above, with the same formalities, at the time they leave office.
Without prejudice to the provisions in Section 90, the second paragraph of Section
61 of Law No. 18,575 shall apply in this case, serving the Vice President of the Bank
as minister of oath and depositary”\®".

Section 15.

In the event that any of the Council members infringes the provisions of Section 13
hereof or behaves in a manner that constitutes an abuse of his capacity as such
with the purpose of obtaining direct or indirect benefits for himself or for third
parties, an accusation may be brought against him to the Court of Appeals of San-
tiago, which shall render its decisién through one of its chambers and in fmal
instance as to whether such infringement or abuse has actually been incurred. The
Court may ordain such measures as it may deem appropriate in order to become
better acquainted with the facts of the case.

Same accusation may be filed against the Council members who include
inaccurate Information or without justification omit material Information in the
statement required in accordance with the provisions of the fmal paragraph of
Section 4R

While the decision is pending, the Court shall have the authority to issue an
injunction temporarily restraining the member accused from the exercise of his
duties within the Council.

Once the judgment declaring the occurrence of the infringement or abuse has
become definitive, the concemed Council member shall cease immediately in his
duties, and the Court of Appeals shall remit the proceedings to the appropriate
court for the initiation of the corresponding civil or criminal actions.

5 Sectionfil ofLawNo. 18,575,containingtheConstitutionalOrganicActonGeneral BasisoftheAdninistration
of the State, dated December 5, 1986, presently corresponds to Section .3 of the restated, coordhiated and
systematized text of said Acl, enacted by Decree with Forcé of Law No. 1/19,6.53 dated December 13, 2000 of
the Ministry General Secretariat of the Presidency, published in the Official Gazette on November 17,2001, and
its second paragraph sets forth the following: “It shall be submitted in three copies, which shall be certified at
the time of their reception by the minister of oath of the orgaii or organism to which the declaring person
belongs or, altematively, before a public notary. One copy shall be sent to the General Comptroller of the
RepubUc or to the Regional Comptroller, as the case may tie, for its custody, filing and consultation; another
copy shall be filed with the personnel office of the organ or organism receiving it and another shall be retmTied
to the interested party.”

6 Paragraph substituted, as it appears in the text, by Section 11, letter a. of Uaw No. 19,653, published in the
Official Gazette on December 14, 1999.

7 By judgment pronounced November 22, 1999, the Constitutional Court held Section 11 of the Bill to become
1"w No. 19,653, referred to in the pre\ious note, as abiding to the Constitution.

8 Paragraph added, as it ajjpears in the text, by Section 11, letter b. of Law No. 19,653, published in the Official

Gazette on December 14, 1999.

10
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The Council member ceasing in his duties pursuant to the provisions of this
Section may not be appointed again in the same capacity.

Section 16.

The President of the Republic may remove the Council member acting as Chair-
man of the Council and President of the Bank upon ajustified request of at least
three of its members on the grounds of non-compliance with the policies adopted
or the regulations issued by the Council.

The President ofthe Republic shall proceed with the above mentioned removal
with the prior approval of the Senate, which shall be requested within the thirty-
day period counting from the date of the request referred to in the preceding
paragraph. Should the removal be approved by the Senate, the President of the
Republic shall make a new appointment in accordance with the provisions of
Sections 7 and 8 of this Act, for the balance ofthe term ofthe member so dismissed.

The person being removed from the position of Chaimian of the Council and
from office in the capacity as Council member pursuant to the provisions of this
Section may not be appointed again as such during ten years following dismissal.

Section 17.

The President of the Republic by justified reason and the prior approval of the
Senate may remove any or all of the Council members. The dismissal may only be
based upon the grounds that the concemed Council member has voted in favor of
Bank resolutions representing a material and clear breach of the purposes of the
Bank as specified in the first paragraph of Section 3, and provided that said
resolution has been the main and direct cause of a material damage to the economy
of the country.

The Council member or members concemed shall have the right of a hearing
before the Senate.

The person being removed from office as Council member pursuant to the
provisions of this Section may not be appointed again as such during a term often
years following dismissal.

Section 18.
The Council shall be responsible for the following:

1  Exercise the authority and perform the duties entrusted to the Bank by law;

2. Establish the general pohcies of the Bank, issuing the regulations of general
applicability to which the Bank shall conform its transactions, and exercising
the supervision and control of same. In order to accomplish the latter, the
Council shall appraise the compliance with the policies and regulations of
general applicability issued and the performance of the transactions and
activities of the Bank;



[,m- 18,840

3. Approve the internal regulations for the staff of the Bank, determine the
administrative and personnel structures of the Bank, set the compensation
and any other allowances or benefits to the staff members of the Bank;

4.  Appoint, accept resignations and tem”inate the working contracts of the Ge-
neral Manager, the General Counsel and the Comptroller General of the Bank
whereby the majority vote of all Council members shall be required;

5. Appointthe person who shall substitute for the General Manager, the General
Counsel and the Comptroller General of the Bank in the event that, due to
absence, vacancy or any other reason, they may be prevented from performing
their office. No evidence of the reason for substitution shall be necessary to
be given to third parties;

6.  Appoint, accept resignations and terminate the working contracts of persons
who, in accordance with the Internal Regulations for the Staff of the Bank,
may have the rank of higher employees and of persons whose duties include
authenticating the acts of the Council and of the Bank and who need to be a
lawyer and whose appointment needs to be published in the Official Gazette;

7.  Open or ciése agencies, offices or branches within the country or abroad;

8. Determine the days which will be the working days of the Bank and the hours
in which the bank will be open for business to the pubhc, both of which shall
be published in the Official Gazette;

9.  Approve or reject every year the financial statements of the Bank and decide
upon the write offs and reserves as may be appropriate;

10. Delegate certain administrative and operational authority upon the Chairman,
the Vice-chairman, a Council member, the General Manager, the General
Counsel and other Bank officials and, in specific cases, grant special powers
to third parties, establishing the compensation to be paid to the latter.

Section 19.

The Minister of Finance shall have the right to attend the Council meetings, with
the right to be heard. The Minister shall be normally infomied in advance and in
writing of all Council meetings convened, as well as of the agenda.

During any meeting attended, the Minister may suggest to the Council either
orally or in writing, the adoption of specific resolutions which the Council shall
deal with at the following meeting. To this end, the Council shall include such
proposals on the agenda of such following meeting.

At any meeting attended, the Minister shall have the right to suspend the
apphcability of any decision or resolution passed by the Council for a period not to
exceed 15days, counting from the date of such meeting, provided that, if all Council
members insist upon the application thereof, such suspension shall have no effect.

In the event of suspension of apphcability of any Council decision or resolution
pursuant to the above provisions, the Minister may request the President of the

12
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Bank, with sufficient anticipation and while the suspensién period is still in effect,
to convoke an extraordinary meeting of the Council to deal with the matter that is
the subject of the suspension measure, which the President may not refuse to
convoke and wtiich shail take place within three business days foUowing the request
referred to above.

In the absence of the Minister of Finance, Council meetings may be attended by
the Undersecretary of Finance for the purpose of infoniing the Minister of the
matters been disposed of.

Section 20.

The Council shall have the authority to hold meetings and adopt valid decisions,
regulations and resolutions in places other than the domicile of the Bank, provided
they are situated within the territory of the Republic. In such event, the attendance
of all of the Council members shall be required. If such meeting is not attended by
all of the Council members, the fact that the absent members were duly notified
shall be recorded in the minutes thereof.

Section 21.

Council members shall be under no obligation to appear in court but in accordance
with the provisions of Sections 361 and 389 of the Code of Civil Procedure and
Sections 300 and 301 of the Code of Criminal Procedure®.

Subtitle TWo

THE PRESIDENT, VICE-PRESIDENT, GENERAL MANAGER
GENERAL COUNSEL AND COMPTROLLER GENERAL

Section 22.

The President shall be responsible for conducting the relations of the Bank with
pubhc authorities and with domestic, foreign, or intemational banking and financia!
institutions. Without prejudice to other responsibilities entrusted to him by law,
his duties shall specifically be:

1  Carry outand enforce the regulations and resolutions adopted by the Council;

2. Preside over the Council meetings and convene the extraordinary meetings
whenever appropriate;

3. Inform the Council at least once a month or at the request of any of its
members, about the enforcement of pohcies and regulations of general

Section substituted, as it appears in the text, by Section 16 of Law No. 19,806, published in the Offlcial Gazette
on May 31,2002.

13
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applicability issued by such body and give an account on the functioriing and
performance of the Bank. In addition, once a month he shall deliver a report
to Council members regarding the resolutions carried out or pending to be
carried out;

4. Inform the President of the Repubhc and the Senate on the pohcies and
regulations of general applicabUity issued by the Bank in the exercise of its
duties in accordance with the provisions of Section 4;

5. Request, with the prior consent of the Senate, the participation of the State
Prosecution Office in lawsuits involving a pubUc interest in which the Bank is
a party or has an interest;

6. Represent the Bank other than in court actions;

7.  Supervise the execution of Council resolutions and carry out any other duties
entrusted to him by the Council, being allowed to partially delegate the powers
vested in him, subject to the approval of the Council.

Section 23.

It shall be the duties of the Vice-president:

a)

b)

c)

Substitute for the President in the event of absence, vacancy or any other
reason preventing the President from perfonning his office. No evidence of
the reason for such substitution shall be necessary to be givento third parties.
Substitution shall embrace all duties and powers of the President, including
those duties and powers that have been delegated to him,

Serve as minister of oath and depositary of the statements referred to in the
final paragraph of Section 14, and*"

Carry out any other duties as may be entrusted to him by the Council.

Section 24.

The General Manager shall be in charge of the direct management and supervision
of the Bank, pursuant to authority granted and instructions issued by the Council.
The following shall be his specific duties:

1

10

Carry out the acts of administration of the Bank, as well as any other
acts entrusted to him by the Council;

Issue appropriate instructions, comments and recommendations to the several
departments and personnel of the Bank necessary for the efficient management
and the adequate conducting of its operations;

Attend Council meetings with the right to be heard;

Represent the Bank in court proceedings, with the powers granted him
pursuant to the first paragraph of Section 7 of the Code of Civil Procedure,

Letter addecl, as it appears in tlie text, by Section 11. letter c) of Law No. 19,653, published in the Official
Gazette on December 14,1999.

14
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being the person upon whom Service of process in lawsuits brought against
the Bank has to be made in order for such a Service to be valid*.

Without prejudice to the above, the General Manager may grant powers of
attomey to represent the Bank in court to other Bank officials or to third
parties, with the powers granted by paragraph one of Section 7 ofthe Code of
Civil Procedure, and agree on the compensations to be paid to the latter.

The General Manager shall require the prior consent of the Council in order
to abandon any action brought before the courts during the first instance, or
to admit the complaint of the opponent, or to waive appeals or legal periods,
settle, compromise, grant arbitrators the pow"er to decide without having to
follow rules of procedure, approve temis and conditions of payment and to
collect. However, the Council may grant to other Bank officials or to third
parties all or some ofthe powers above mentioned, to be exercised in specific
lawsuits;

5. Perform all other duties as may be entrusted to him by the Council.
The incapacity referred to in Section 13 shall apply to the General Manager in
its case. Likewise, there shall also apply to the General Manager the
incompatibilities and obligations provided for in Section 141

Section 25.

The General Counsel shall be the head of the legal department and the supervisor
of the members of its staff. He shall be especially in charge of:

1

Seeing that all the decisions, resolutions and contracts subscribed by the Bank
comply with all the applicable current legal provisions. To this end, he shall
acquaint himselfwith all such matters and shall make his observations known
to the Council, for which purpose he shall attend the meetings thereof with
the right to be heard;

Infonning on legal matters submitted to his knowledge and, generally giving
advice to the Council and the higher officials of the Bank and through the
legal department, advise all the departments of the Bank in matters requiring
a legal opinion;

Supervising the progress of legal proceedings to which the Bank is a party;

Exercising the authority and carrying out the duties entrusted to him by the
Council.

Section 7 of the Code of CKi Procedure states the foUowing:

“Section 7.- The power of attomey to appear in court shall be deemed conferred for the complete lawsuit in
which itis presented, and even when it does not explicit the authority being granted, it shall entitle the agent to
participate in the same manner in which the principal could do so, in all the dealings and incidents of the
lawsuit and in all the matters that by way of counterclaim may be raised, until the full execution of the final
sentence, except for the provision in Section 4 or unless the law requires the personal appearance of the party
itself. The clauses denying or hmiting the authority indicated above shall be nuil and void. The agent shall be
entitled, in addition, to delegate the power of attomey binding the principal, unless said authority has been
denied to it.

However, there shall not be deemed conferred upon the agent, without an express indication, the authority to
desist of the action instituted diuing the first instance, accept the claim of the counterijart, depose, waive
recourses or terms set by law, settle, compromise, grant arbitrators the capacity of mediators, approve a—
rangements and receive.”

This paragraph was amended, as it appears in the text, by the addition of the expression “and obligations”, by
Section |1, letter d. of Law No. 19,653, published in the Official Gazette on December 14, 1999.
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Section 26.
The control and internal supervisién of the Bank’s accounts, operations and
administrative regulations shall be the responsibihty of the Comptroller General.

The Comptroller General shall report in writing to the President, with a copy to
the Counci, the comments and objections he may deem appropriate regarding the
accounts and operations of the Bank.

TITLE NI

THE AUTHORITY AND THE OPERATIONS OF THE BANK

Subtitle One

GENERAL PROVISIONS

Section 27.
The Bank may grant financing or refinancing to banking entities and financial
institutions only. Under no circumstances shall the Bank grant to such entities and
institutions its guarantee, fior acquire securities issued by the State, its agencies or
enterprises.

No public expenditure or credit of whatsoever nature may be fmanced either
directly or indirectly with loans granted by the Bank.

However, in the event of foreign war or threat of foreign war, to be qualified by
the Councii on National Security by means of a secret resolution, the Bank may
obtain, confer or finance credits to the state and to public or private entities.

Subtitle TWo

CURRENCY

Section 28.
The Bank has the exclusive authority to issue banknotes and to coin money in
accordance with the provisions of this Title.

Section 29.

The Bank may contract both within the country and abroad the printing ofbanknotes
and the stamping of coins, including gold ones.

16
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Section 30.

The banknotes and coins shall state their valué in the current monetary imit, its
multiples and submultiples thereof, and bear such characteristics as may be
determined by the Council through a resolution to be published in the Official
Gazette'®

Section 31.

The banknotes and coins issued by the Bank shall be the solé means with an
unrestricted discharge effect and power of exchange, shall be legal tender
throughout the territory of the republic and shall be accepted at their face valué.
The provisions of this Section shall not apply to gold coins.

Section 32.
The Bank shall withdraw from circulation the banknotes and coins in poor condition.

The damaged banknotes clearly keeping over half of their original text may be
exchanged at the Bank at their nominal face valué; should they have a lesser
percentage, they may be exchanged at their nominal face valué provided the Bank
is satisfied with the evidence presented that the missing portion has been totally
destroyed.

The Bank shall not be compelled to exchange damaged banknotes not covered
by the preceding paragraph.

Section 33.

The banknotes and coins definitively withdrawn from circulation shall be destroyed
in the manner determined by the Council and shall cease to have, as of said moment,
discharge effect or be legal tender.

The General Manager shall see that the destruction be uniform and shall take
complete control and security measures as he may deem necessary to duly safeguard
the correction of the process.

Subtitle Three

REGULATION OF THE STOCK OF MONEY IN CIRCULATION AND CREDIT

Section 34.
In order to regulate the stock of money in circulation and credit, the Bank shall
have authority to:

13 The monetary unit in use in Chile isthe “peso”and it is regulated by Decree Law No. |,123dated August4,1975,
as amended by Section 2 of Decree Law No. 1,539, published in the Official Gazette on August 25,1976 and the
Single Section of Law No. 17,996, published in the Official Gazette on May 19,1981. Also see Sections 21 to 29
of Law No. 18,267, published in the Official Gazette on December 2, 1983.

14 Section 60, No. 12) of the Political Constitution of the Republic states: “Section 60.- They are only raatter of law:
12) Those that State the valué, type and denomination of coins and the system of weights and measurements.”
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Open credit lines to banking entities and financial institutions and subscribe
the corresponding agreements, concede refinancing to said entities and
institutions, discount and rediscount bilis of exchange, promissory notes and
other negotiable Instruments both denominated in Chilean and in foreign
currency. Discount or rediscount transactions shall always be made with the
liability of the endorsing institution.

In the event of credits accorded to the Bank by foreign or intemational financial
institutions, the Bank will be allowed to assign said credits to banking entities
or financial institutions, establishing the terms and conditions for the transfer
of such resources to third parties;

Establish the reserve requirements that, proportionate to their deposits and
conmiitments, banking entities, financial institutions and savings and loan
cooperatives must keep, under the conditions set forth by the Bank.

In order to exercise the authority referred to above, the consent ofthe majority
of all Council members shall be necessary.

The reserve shall be kept in banknotes and coins of legal tender available in
cash or deposited at sight in the Bank or, as the case may be, in foreign currency
of general acceptance in the intemational exchange markets. The guarantee
deposit referred to in Section 36 of the Banking Act shall be deemed part of
the resenve*®.

Notwithstanding the above, the Bank may authorize that part of the reserve
be kept in securities or notes issued by the Bank.

The reserve rates the Bank may establish shall be standard for the various
classes of commitments. Without prejudice to the foregoing, the Bank may
establish different reserve rates, either based upon the nature of the deposits
or commitments, portions of the total amount of any class, the several
currencies in which they may be expressed or the circumstance of being an
institution that, considering the date of its incorporation, may not be govemed
by regulations of general applicability.

Under no circumstances may the reserve rates being established exceed 40%,
on the average, in the case of deposits or commitments at sight, or 20%, in the
case of other deposits and commitments.

Without prejudice to the above established limits, the Bank may, in special
cases duly qualified, establish additional reserve rates for deposits made by
the State Treasury with banking entities or financial institutions.

The provisions contained in this number shall be understood without regard
to the provisions of Section 80 bis of the Banking

Section 36 of the Genenil Banking Act was repealed by Section 1, No. I'Sof Law No. 19,528, published in the
Officiai Gazette on November 4. 1997.

Section 80 bis beiiig cited in this paragiaph jiresently corresponds to Section 65 of the General Banldng Act,
whose restated text was set by Decree with Forcé of Law No. 3 dated Nos'ember 26, 1997, published in the
Officiai Gazette on December 19, 1997.
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Assign instruments of its own credit or investment portfolio to banking entities
and financial institutions and acquire from the same, with the right to exact
payment from them asjointly and severally liable, instruments of their credit
or investment portfolio, under the terms and conditions as determined by the
Council;

Accept and make deposits in Chilean or foreign currency from or with the
banking entities and financial institutions.

With the consent ofthe majority ofall Council members, the Bank may accept
deposits from the State Treasury or from other State controlled institutions,
bodies or enterprises. In the eventthat said deposits eam interest, such interest
may not exceed normal market rates;

Issue securities, which must State the tenns and conditions of the respective
ISsue, as Well as to place and acquire said securities in the open market;

Buy and sell securities and commercial paper in the open market issued by
banking entities and financial institutions. Provided that, in exercising such
powers the Bank may not acquire shares of stock of the referenced entities

and institutions, without prejudice to the provisions of numbers 2 and 3 of
Section 36;

Establish interest rates, fees, indexation systems and other terms and
conditions applicable to transactions performed by the Bank.

Subtitle Four

REGULATION OF THE FINANCIAL SECTOR
AND OF THE CAPITAL MARKET

Section 35.
With regard to the regulation of the financial sector and of the capital market, the
Bank shall have authority to:

1

Issue the regulations and establish the terms and conditions which the banking
entities, financial institutions and savings and loan cooperatives shall follow
with respect to borrowing from the public, whether by way of deposit, loans,
participation, assignment or transfer of commercial paper or otherwise;

Authorize the banking entities to pay interest on banking accounts, under the
tenns and conditions determined by the Council;

Authorize the banking entities to concede credits associated to banking
checking accounts and to allow overdrafts on said accounts;

Establish the maximum interest rates payable by the banking entities, financial
institutions and savings and loan cooperatives on sight deposits;

Issue the regulations and set the limitations on collateral and surety matters
denominated in foreign currency to which banking entities and financial
institutions must conform;
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Issue the regulations and set the limitations regarding the ratio that must exist
between inflow and outflow transactions of banking entities, financial
institutions and savings and loan cooperatives;

Issue the regulations to which enterprises having as their purpose the issuance
or operation of credit cards or any other similar method and which are under
the supervision of the Superintendency of Banks and Financial Institutions,
must conform*»;

Authorize the establishment and regulate the fimctioning of clearing houses
for bank checks and other securities in which banking entities and financial
institutions participate;

Authorize the adjustment systems to be used by banking entities, financial
institutions and savings and loan cooperatives in their money credit
transactions in Chilean currency. Any agreement regarding an unauthorized
adjustment system shall be deemed nuil and void.

Amendments to an achjustment system authorized by the Bank or its subsequent
repeal shall not affect the money credit transactions in which a banking entity,
financial institution or savings and loan cooperative is a party, which shall
continué being regulated by the adjustment system stipulated, under the same
conditions prevailing prior to the amendment or repeal.

Notwithstanding the above, the parties may, in this case, agree on the
substitution ofthe adjustment system appiicable to the transaction by another
one which is authorized by the Bank.

For purposes of the provisions in the second sentence of this subparagraph,
the Bank shall continué to calculate, determine and publish the appropriate
index in accordance with the procedure prevailing at the time of the
amendment or repeal.

The obligation referred to in the preceding paragraph shall be performed for
aperiod of 10years counting from the date ofthe amendment or repeal. Upon
expiration of such period, the Bank shall fumish the relevant index only at
the request of interested parties, unless the Bank in its solé judgment finds
that the number of subsisting transactions requires publication ofthe relevant
index to be continuad.

The resolutions adopted by the Bank pursuant to this Section shall require

the prior opinion ofthe Superintendency of Banks and Financial Institutions, to be
given within the period fixed by the Council, which shall not be less than three
banking days. Should the Superintendency fail to fumish such opinion within the
period set by the Council, the Council may adopt the appropriate resolution without
further delay.

17

In connection with this No. 7, the second paragraph of Section 2 of the General Banking Act establishes the
foliowing; “The Superintendency shall be in charge of the supervision of the companies whose corporate purpose
consista in the issuance or operation of credit cards or any other similar system, provided said systems imply

that the issuer or operator normally assumes monetary obligations with the public or certain specific sectors
or groups thereof.”
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Subtitle Five

AUTHORITY TO MAINTAIN THE STABILITY OF THE FINANCIAL SECTOR

Section 36.

In order to maintain the stability of the financial sector, the Bank shall have the
power to:

1

Concede credits to the banking entities and financia! institutions in the event
of emergencies, for a temi not exceeding 90 days, whenever these entities or
institutions may have difficulties arising out of a temporary cash shortage.
The extension of the term of such credits shall require a resolution adopted
by the majority of all Council members with the prior opinion of the
Superintendency of Banks and Financial Institutions. The Bank may condition
the approval of credits upon the observance of specific rules of conduct of
financial management by the applicant.

In the situation described in this subparagraph, the Bank may also be entitled
to acquire from the referenced entities and institutions Instruments of their
credit or investment portfolio;

Extend credits to or acquire assets from, banking entities and financial
institutions, pursuant to the provisions contained in Sections 120, paragraph
four, and Section 129, paragraph two of the Banking Act;

Participate in the proposed agreement referred to in Subtitle Two of Title XV
of the Banking Act and subscribe, with no limitations, to the terms and
conditions thereof, being empowered even to forgive part of the debts.

Subtitle Six

THE FUNCTIONS OF THE BANK AS STATE REPRESENTATIVE

Section 37.

Atthe request ofthe Miilster of Finance, the Bank may contractintemal and foreign

credits and take part in any transaction which is compatible with its purposes on
behalf of the state. To that specific end, the issuance of an executive decree shall
be required'®

Bymeansof Executive Decree of the Miilistryof Finance No. 522 dated June 27,1991, published in the Official
Gazette on July 29, 1991, the Central Bank was designated as State Agent, in order to open, maintain and
operate speci¢, accounts required by the projects financed with resources originated from International
Cooperation, granted to the Republic of Chile or its dependent organisms. Said accounts shall be opened in
favor of the General Treasury of the Republic at its request.

In tum, by means of Executive Decree of the Ministry of Finance No. 400 dated April 28,1994, published in the
Official Gazette on May 24, 1994, the Central Bank of Chile was empowered, in its capacity as State Agent, to
execute the documents that may be necessary in those foreign fmancing transactions in which its participation
is required; the foregoing without prejudice to the provisions in Sections 45 and 46 of Decree Law No. 1,263 of
1975.
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Inits capacity as representative of the state, the Bank shall have the power to
take every action regarding the repayment and the servicing of principal and interest
on the direct or indirect foreign debt of the State.

In the same capacity as indicated in the preceding paragraph, the Bank shall
have the power to act on behalf of the state in the conversién and renegotiation of
the direct or indirect foreign public debt. With the approval of the President of the
Republic granted by means of an executive decree issued through the Ministry of
Finance it shall, subject to the temis specified in the legal authorizations conceming
each transaction, enter into agreements with the creditors and execute the relatad
contracts which will be binding upon the state as if entered into by itself.

The total proceeds of foreign credits or loans granted, or to be granted, to the
Chilean state in the contracting of which the Bank acts as the representative ofthe
State shaU be considered by the foreign creditor as a state debt, even though the
whole or a portion of such proceeds, in accordance with the respective loan
contracts, has been or is intended to be used to finance projects that come within
the scope of the pmposes of the Bank and, in consequence, has not or is not to be
deposited in Treasury accounts, being retained instead by the Bank for such
purposes.

In any event, the state, through the Treasury, shall previously provide to the
Bank the funds necessary for the servicing and repayment of credits in whose
contracting the Bank has acted as state representative.

For the exercise of the functions described in this Section, the Bank shall be
entitled to charge the state a fee to be agreed upon.

Subtitle Seven

AUTHORITY OF THE BANK REGARDING INTERNATIONAL
TRANSACTIONS

Section 38.
With regard to International transactions, the Bank shall have authority as follows:

1  To participate, on behalf of the Chilean govemment or on its own behalf, as
the case may be, in foreign or International financia! organizations and to
engage in business transactions with them. In order for the Bank to act on
behalf ofthe Chilean govemment, the issuance of an executive decree through
the appropriate Ministry, shall be required, which must bear the signature of
the Minister of Finance;

2. Tocarry out the provisions contained in the contracts to which the Bank is a
party, as well as those provisions contained in treaties or agreements entered

22



CONSTITUTIONAI. OrgANIC AcT
OF THK Central Bank of Chile

into by the Government of Chile, consistent with the purposes of the Bank; in
the latter case an executive decree issued through the appropriate Ministry is
required bearing the signature of the Minister of Finance. If, in accordance
with such treaties or agreements, an outstanding balance ought to be paid,
the Treasury or the agency concemed shall first make available the appropriate
funds to the Bank;

3. To borrow all types of credits abroad, through credit Unes, loans or in any
other manner;

4.  Toissue securities which shall comply with terms and conditions authorized
for the corresponding issue and place them abroad;

5. To concede loans to foreign states, foreign central banks or banking
institutions, foreign or International financial entities, provided the purpose
of the said loans is to assist in the fulfillment of the objectives of the Bank;

6. To receive deposits from, or open checking accounts both in Chilean and
foreign currency to foreign central banks or banking institutions or
International financial entities, and foreign states;

7.  To keep, manage and use its International reserves, both within the country
and abroad. Such reserves may be composed of foreign currency, gold or debt
securities, equity or other commercial paper issued or guaranteed by foreign
states, foreign central banks or banking institutions or International financial
entities. The Bank shall have the authority to pledge such reserves as security
of compliance with its obligations.

Subtitle Eight

AUTHORITY OF THE BANK REGARDING
FOREIGN EXCHANGE TRANSACTIONS

Section 39.
Any person may freely engage in foreign exchange transactions.

Foreign exchange transactions include buying and selling foreign currency and,
in general, any act and agreement that may have the effect of creating, amending,
or extinguishing an obligation payable in such currency, evenif no transfer of funds
or drafts to or from Chile is actually involved. For these purposes, foreign currency
shall be deemed to mean banknotes or coins of foreign countries whatever their
denomination or characteristics, and bilis of exchange, checks, letters of credit,
payment orders, notes, drafts and any other document giving evidence of an
obligation payable in such currency.

Foreign exchange transactions shall also be deemed to include the transfers or
transactions of gold or of Instruments representing gold, provided they refer to
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gold objects that by their nature are suitable to serve as a means of payment, everi
if no transfer of funds or gold to or from Chile is actually involved, and without
regard to the deed or contract giving rise to such transfer or transaction. The above
mentioned gold objects and the Instruments representing gold shall have, for the
purposes of this Subtitle, the character of foreign currency*.

Notwithstanding the provisions set forth in the preceding paragraph, the import,
export or transit of gold in any shape to, from or through the comitry, shall be
considered as merchandise for all customs and tax purposes.

The effects of foreign exchange transactions entered into abroad, for their per-
formance in Chile, shall be subject to Chilean law.

Section 40.
The Bank may require that the transaction of specified foreign exchange operations
be reported in writing using the prescribed forms.

The Bank shall identify in a precise and specific manner the foreign exchange
transactions that shall become subject to the obligations referred to in the preceding
paragraph.

Section 41.

For all purposes ofthis Act, the FomTal Exchange Market shall be deemed to consist
ofthe banking entities. The Bank may authorize other entities or persons to be part
of the Formal Exchange Market, that shall be entitled to conduct only such
transactions as the Bank may have determined.

A foreign exchange transaction shall be deemed performed within the Formal
Exchange Market whenever done by or through any of the persons or entities
forming part of it.

Section 42.

The Bank may decide, through ajustified resolution adopted by the majority of all
Council members, that the following transactions are to be conducted exclusively
within the Formal Exchange Market:

1  The repatriation of foreign currency into the country and its sale for Chilean
currency representing the valué of exports of goods within the terms specified
by the Bank. The period for such repatriation shall not be less than ninety
days counted from the date of the relevant shipment fior shall the period for
the sale of foreign currency be less than ten days counting from the date of
expiry of the period for repatriation;

19 Paragraph amended, as it appears in the text, by Section 1, letter a) of Law No. 18,970, published in the Official
Gazette on March 10,1990.
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The repatriation of foreign currency and its sale for Chilean currency
representing export of services, net freight balances, conunissions eamed on
foreign trade transactions, indemnities from Insurance or other sources and,
generally, payments accrued abroad by individudis or entities resident in Chi-
le, within the terms established by the Bank. The period for such repatriation
shall not be less than ninety days counting from the date of the actual or
presumptive payment ofthe foreign currency fior shall the period for the sale
ofthe foreign currency be less than ten days counting from the date of expiry
of the period for repatriation.

It is a statutory presumption that the date for payment may not be more than
180 days after the date ofthe loading ofthe goods, sailing of the vessel, loss of
the goods or the date of the obligation, as the case may be.

In case the Bank requires that the repatriation and sale ofthe foreign currency
representing net freight balances, contracts of carriage, bilis of lading, or other
contracts that may be entered into by maritime or air enterprises engaging in
intemational transport be performed in the Formal Exchange Market, such
transactions shall be deemed to comply with such requirements to the extent
that evidence is fumished to the Bank to its satisfaction, at least by means of
a balance sheet audited by extemal auditors, as to the fact that within the
relevant fiscal year or within the term in which the appUcable provision is in
effect, foreign currency has been brought back and sold in such marketin an
amount equivalentin Chilean currency to the valué resulting from the equation
set forth in the next paragraph.

The valué referred to in the preceding paragraph shall be the result of the
addition of all payments that said enterprises must make in Chile within the
relevant period, such as expenses, taxes, purchases, proiit distributions or
other payments due as a consequence of compliance with acts or contracts to
be performed in Chilean currency, less all revenues received within the same
period in Chilean currency, with the exception of any amounts arising from
credits obtained or to be obtained for said period from individudis or entities
domiciled in Chile, whether financial or not, or arising from the issuance and
placing of bonds, debentures or securities within the country.

However, if evidence is fumished to the Bank’s satisfaction as to the fact that
the foreign currency obtained by said enterprises abroad is less than the
liabilities referred to in the two preceding paragraphs, it shall be deemed that
said obligations have been complied when evidence is fumished to the Bank
as to the repatriation and sale of the foreign currency accmed during the
corresponding period.

In the case of transactions referred to in paragraphs 1and 2 above, the Bank
may determine the foreign currency, from those generally accepted in
intemational trade, in which repatriations are to be made.

In the exercise of the authority referred to in paragraphs 1and 2 above, the
Bank shall have the power to issue supplementary mies in order to expedite
foreign trade, taking into account, for such purpose, the nature, term, and
other features of such transactions.
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The Bank may grant extensions for the fulfilment of the obligations of
repatriation and sale referred to in the preceding paragraphs or to dispense
with those obligations when irrefutable evidence is supplied as to the
impossibility of the repatriation or sale, or when the total or partial valué to
be obtained for the relevant transaction is applied to direct payment abroad
of obligations authorized by the Bank.

The Bank may also dispense with the fulfilment of the above referenced
obligations when the relevant transactions are, in its solé judgment, of lesser
importance, not representative of commercial valué or are applied to payment
of imports.

In the case of exporters who fail to comply with repatriation and sale
obligations referred to in paragraphs 1and 2 above, the Bank may request
that as a condition to conducting new export dealings, guarantees he
established to ensure compliance therewith, which guarantees, in no case,
will exceed 50% of the amount of the relevant transaction;

3. Thepaymentin foreign currency ofimports of goods or semces, commissions
earned as a consequence of foreign trade activities, transport services,
royalties, technical assistance, premiums for, or indemnities from Insurance
or otherwise, and any other payment made in foreign currency abroad or to
persons not having residence in Chile;

4.  The remittance of foreign currency for purposes of investments, capital
contributions, loans or deposits abroad;

5. The sale, either total or partial, in Chilean cm'rency, of the foreign currency
received, whatever its origm, by persons having their residence in Chile, as a
consequence of acts or transactions conducted in Chile or abroad.

In the case oftransactions referred to in subparagraphs 3,4 and 5ofthis Section,
the Bank shall, whenever exercising the authority thereby granted, identify the
grounds giving rise to such transaction.

The Bank may require the documentation and set forth regulatory provisions

necessary to supervise and secure the compliance of the obligations prescribed in
this Section.

In the situation described in this Section, the corresponding transaction shall
not be carried out, whether in Chilean currency or by means of other assets, unless
expressly authorized by the Bank.

Section 43.

The Bank shall adopt the measures necessary to ensure that the Fomial Exchange
Market is made up of a number of persons or entities large enough to allow its
functioning under appropriate competitive conditions.

The Bank shall set forth the regulatory provisions for foreign exchange
transactions to be conducted between banking entities and other persons authorized
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to be a part of the Formal Exchange Market, or between themselves, or between
the former and the latter with the Bank.

In the event that by decisién of the Bank specified transactions ought to be
conducted within the Formal Exchange Market, the persons and entities which
form such a market shall not, for this solé reason, be prevented from conducting
other foreign exchange transactions. The above shall be understood without
prejudice to the provisions established under subparagraph 4 of Section 49.

Section 44.
The rate of exchange in the Formal Exchange Market shall be that freely agreed
between the contracting parties.

The Bank shall publish daily the rate of exchange of foreign currencies generally
accepted in the International exchange markets, based upon the transactions made
in the Formal Exchange Market in the immediately preceding business day and, if
appropriate, upon the reports it may obtain from foreign market records.

Section 45.

The Bank may verify that the valué of goods and services referred to in
subparagraphs 1, 2 and 3 of Section 42 is consistent with their current valué in the
International market.

“Whenever the Bank exercises such authority, it shall allow the interested party,
prior to the execution of such export or import transaction, to submit documentary
evidence of the valug assigned to the corresponding good or Service.

The Bank shall, taking into consideration such Information, issue a resolution
within the period of fifteen business days, either approving or rejecting such valué
and, in the latter case, the Bank shall proceed to determine the valué it considers
to be prevailing in the International market, without prejudice to the right of the
interested party to file a claim against the detennination before the Commission
set up in accordance with the provisions of the following Section.

Should the Bank fail to issue the resolution referred to in the preceding paragraph
within the required period, the valué assigned by the interested party shall be upheld.

In the event that any of the transactions referred to in subparagraphs land 2 of
Section 42 is carried out without the prior submission ofthe documentary evidence
referred to in paragraph 2 ofthis Section, the repatriation and sale liabilities related
thereto shall be established based upon the valles determined by the Bank. In the
case of transactions under subparagraph 3 of Section 42, the relevant payments
shall be made based on the valUes determined by the Bank.

The provisions of this Section shall be understood to be without prejudice to
regulations for customs or tax valuation, under the competence of the Customs
Service, Internal Revenue Service or other agencies.
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Section 46.

Claims against resolutions issued by the Bank rejecting the valué ofthe transaction
pursuant to the preceding Section may only be filed in writing within ten banking
business days, to a Commission to be fomied by the Fiscal Nacional Econémico,
who shall preside over it, one representative of the Ministry of Finance and one
representative of the Ministry of Foreign Affairs, appointed through the
corresponding executive decree.

Based upon the information available or submitted, the Commission shall de-
termine the valué to be assigned to the respective transaction.

The Commission shall issue its decision within the period of ten banking busi-
ness days counted from the date of the filing of the claim.

Decisions adopted by the Commission may be appealed to the Court of Appeals
of Santiago, under the terms and conditions set forth in Title V hereof.

Section 47.

The Bank has the authority to agree with domestic or foreign investors or creditors
and other parties to a foreign exchange transaction, upon the terms and conditions
under which the principal, interest, profits or other benefits that might be generated
may be used, remitted abroad or repaid to the domestic investor or creditor, as
well as to assure them free access to the Fonnal Exchange Market for that purpose.

Agreements entered into under the provisions of the preceding paragraph shall
conform to the general regulations and conditions established by the Council, for
which ajustified resolution adopted by the majority of all of its members shall be
required. Such resolution may be vetoed by the Minister of Finance as provided
under Section 50.

Agreements executed in accordance with the provisions of this Section may
not be amended unless by mutual agreement of the parties thereto.

Section 48.

The Bank shall authorize access to the Formal Exchange Market for investments
to be made by Pension Fimds abroad, pursuant to legal provisions goveming such
funds.

The Bank shall publish at least once a month in the Official Gazette the
financial rating given by speciahzed foreign organizations to the securities and
to enterprises or entities, either foreign or International, wherein such
investments may be made.

Without prejudice to the provisions contained in the preceding paragraph, the
Bank shall be bound to fumish the above information at the request of any Pensién
Fund.
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Section 49.

The Bank shall have the authority to set the following limits to foreign exchange
transactions conducted, or those that should be conducted, in the Fomial Exchange
Market, in accordance with the procedure prescribed in Section 50 hereof:

1

20

Estabhsh the obligation of repatriation into the country, in foreign currency,
ofthe corresponding payment valué obtained from the transactions specified
in subparagraphs 1, 2 and 5 of Section 42 and the obligation to convert into
Chilean currency the foreign currency arising from such transactions-®.

In the event of conversion of foreign currency arising from investments, capi-
tal contributions or credits from abroad, the Bank shall authorize access to
the Formal Exchange Market for compliance with obligations arising
therefrom, imder temis and conditions generally in effect at the time of such
conversion;

Determine that the credits, deposits or investments in foreign currency
originating or to be sent abroad be subject to a reserve requirement. Such

requirement shall apply only to transactions in respect of which remittances
are made after the adoption thereof.

Such reserve, which in no event shall exceed 40 per cent of the respective
transaction, may be imposed either in Chilean or foreign currency and shall
be set up with the Bank or, if so determined by the Bank, with banking entities
or financia! institutions.

Whenever exercising the authority provided under this subparagraph, the Bank
shall have the power to issue different rules, taking into account the several
types of transactions.

The Bank shall also have the authority to pay interest or to authorize the
payment of interest, on funds subject to reserve requirements, which shall in
no event exceed nomial market rates;

Establish that payment or remittance obligations specified in subparagraphs
3 and 4 of Section 42 and Section 48, shall require prior authorization from
the Bank imder such terms and conditions as the Bank may set forth. This
restriction shall not apply to the payment ofimport of goods and its associated
expenses.

Without prejudice to the foregoing, the Bank may determine that the right of
access to the Formal Exchange Market for payment of imported goods and
its associated expenses may only be exercised once the period established
for that purpose by the Bank has expired. Said period may not exceed 180
days counting from the date of shipment of such goods. This restriction may
only be apphed with respect to goods shipped after the adoption thereof.

Foreign exchange transactions to which the Bank may have granted general
or special authorization under this subparagraph, shall not be amended except

Paragraph substituted, as it appears in the text, by Section 1, letter b) of Law No. 18,970, published in the
Official Gazette on March 10, 1990.
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with the prior consent of the Bank, either with regard to their purposes, the
parties intervening or, generally, any other particular or circumstance
representing an alteration of the same as compared with the terms and
conditions under which they were authorized. The amendments to such foreign
exchange transactions, or the assignment of rights arising from the
authorization which have not been consented to by the Bank, shall not be
binding upon the Bank, without prejudice to the penalties estabhshed under
Title IV of this Act;

4.  Rule that the entities which fomi the Formal Exchange Market may execute
only the foreign exchange transactions expressly authorized by the Bank and
only in the manner established thereby. In any event, foreign exchange
transactions related with import and export of goods and the payment and
remittance referred to in the second subparagraph of paragraph 1 of this
Section, may be engaged in freely at any time.

Foreign exchange transactions which in accordance with Section 42 must be
performed in the Formal Exchange Market and not expressly authorized
pursuant to the restriction set forth in this paragraph, are hereby prohibited;

5. Setlimits, under generally applied criteria, to the holdings in foreign currency
or investments denominated in foreign currency that banking entities or
persons named under Section 41 may maintain within the country or abroad.

Under no circumstances may the Bank, in the exercise of the authority provided
under this Section, establish that specified foreign exchange transactions have to

be performed exclusively with the Bank or under conditions that fail to ensure free
market competition.

Under no circumstances may the Bank require advance deposits, or establish
requirements in respect of transactions regarding import or export of goods and
their associated expenses, other than those contemplated under this Act.

Section 50.

The limitations established in the preceding Section may only be imposed by
resolution adopted by the majority of all Council members, based upon the
circumstance of being so required by the stabihty of the currency or the financing
of the balance of payments of the country and for a predetermined period which
shall extend to a year, at the very most. The said resolution may be subject to veto
by the Minister of Finance, in which eventthe respective restriction may be adopted
only pursuant to a favorable vote of all the Council members.

The restriction, once the predetermined period has expired, may be renewed,
the renewal decision being subject to the same rules as prescribed in the preceding
paragraph.

The termination of the restriction or its amendment prior to the expiry date

shall require the decision of the Council adopted by a majority of its members, and
may also be vetoed as prescribed in paragraph 1
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Section 51.
Foreign exchange transactions executed by the Bank shall not be subject to the
limitations and restrictions referred to in this Subtitle.

Section 52.

The provisions of this Subtitle shall be understood to be without prejudice to the
provisions of Decree Law 600 of 1974

Foreign exchange transactions referred to in the statutes listed below shall
continué to be governed by the provisions thereof: a) Decree Law 1,089 of 1975
b) Decree Law 1,349 of 197/6'®) c) Decree Law 1,350 of 1976, d) Decree Law 1,557
of 197%; and €) Law 18,156

Subtitle Nine

OTHER FUNCTIONS OF THE CENTRAL BANK

Section 53.

The Bank shall timely compile and publish the main macroeconomic statistics,
including those of amonetary and foreign exchange character, balance of payments
and national accounts, and other overall economic and social accounting systems.

21 Decree Law No. 600, of 1974, contains the Foreign Investment Statute, wliose restated, coordinated and
systematized text was set by Decree with Forcé of Law No. 523, published in the Official Gazette on December
16, 1993.

22 Decree Law No. 1,089 sets mies on oU operation contracts, modifies the organic law of Empresa Nacional del

Petréleo and repeals Law No. 4,927. Its Section 6 states the foUowing:

“Section 6.- What is received by the contractor as compensation for its services shall be denominated
“retribution”, and may be stipulated eitherin local or foreign currency. It shall be considered that said retribution
covers all the costs and investments in which the contractor incurs and the relevant profits; therefore, it shall
not dve the latter the right to request a modification of such retribution on the grounds of variations experienced
by the above-indicated factors.

In the event that the payment is stipulated in foreign currency, the Central Bank of Chile shall grant the necessary
foreign currency, to which effect the operation contract must be registered with said institution.

With the consent of the contractor and with the prior authorization of the Ministiy of Mining, Empresa Nacional
del Petréleo may deliver hydrocarbons in payment of all or part of the retribution agreed upon.

The Ministry of Mining shall provide the authorization coitdidering the adequate supply of the intemal market,
upon the conditions, quantities and delivery places it may consider adequate.

Subjet to the previously indicated limitations, the contractor shall be entitled to export the hydrocarbons received
as retribution, without being subject to the rules that regulate exports.

The State guarantees the contractor the free use of the foreign currency generated as a result of the export of
hydrocarbons received as payment of its retribution.

Empresa Nacional del Petréleo may re-acquire from the contractor the hydrocarbons it has deUvered in payment.
In order to do that, it shall be entitled to agree upon and pay said acquisitions in foreign currency, with appUcaiion
of the provision mentioned in the second paragraph of this Section.

The contractor shall have no other rights than those expressly stipulated in the relevant contract.

The rights that for the contractor arise out of the operation contracts may not be assigned at any title fior be the
subject matter of any legal act whatsoever, except with the approval of a grounded executive decree and the
prior favorable report of the Foreign Investment Committee.

The rights referred to above shall not be susceptible of being attached by third parties.”

23 Decree Law No. 1,349 contains the organic law of the Clilean Copper Commission.

24 Decree Law No. 1,350 sets forth the rules conceming the organization and functlons of the Chilean National
Copper Corporation.

25 Decree Law No. 1,557 amends the organic law of the Chilean ConmUssion of Nuclear Ener® and sets rules on
the so-called operation contracts. Currently, only Sections 37 and 38 of this Decree Law -which do not refer to
the Central Bank of Chile- remain in forcé, since all the other provisions contained in said statutory body must
be deemed repealed by Law No. 18,097 on Mining Concessions, dated January 21,1982, and by Law No. 18,248,
which contains the Mining Code, dated October 14, 1983.

26 Law No. 18,156 establishes an exemption from retirement contributions to the foreign technicians and the
enterjjrises hiring them under the conditions indicated and abrégales Law No, 9,705. Its Section 6 sets forth the
foUowing: “The Executive Committee ofthe Central Bank of Chile is hereby empowered to authorize tlie pa.yment
of compensations in foreign currency that correspond to labor contracts entered into in accordance with the
provisions of this law and payments on account of social security that must be effected abroad in compliance
therewith.”
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For all purposes of the preceding paragraph, the Council shall established, by
means of a resolution published in the Official Gazette, the nature, contents and
periodicity of the information it shall disclose.

In order to perform the functions referred to in this Section, the Bank shall
have the authority to request and obtain from the various agencies and departments
ofthe Civil Service Administration, decentralized entities, and generally the public
sector, any information it may deeni necessary.

Section 54.

At the request of the interested entities and, upon a resolution adopted by the
majority of all Council members, the Bank may provide banking services other
than fmancing to banking entities and fmancial institutions. In such cases, the Bank
shall be entitled to charge such fees as may be agreed upon.

Section 55.

The Bank may open checking accoimts to banking entities and financia! institutions,
to the Treasuiy and other state entities, agencies or enterprises whenever necessary
for the performance of their transactions with the Bank, as determined by the
majority of all Council members.

The Bank shall have the exclusive responsibility for the issuance of the general
conditions applicable to the checking accounts referred to in the preceding
paragraph.

Section 56.
The Bank shall have the authority to request guaranties in the transactions it

performs and to receive securities or goods in custody, under the conditions as
may be set by the Council.

Section 57.
The Bank may acquire real or personal property at any title, as well as hold,
administer and sell such properties.

The Bank may execute any acts, deeds and transactions, both banking and
commercial, necessary for the accomplishment of its purposes, subject to the
powers and authority granted to it by this Act.

TITLE IV

PENALTIES

Section 58.
Violations of any of the provisions contained in Sections 40, 42 and 49 of this Act

shall be penalized by the Council with a revenue fine of up to twice the total amount
of the transaction.
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In any event, in the case of aviolation of aprovision of subparagraphs land 2 of
Section 42 of this Act, the fine shall not be less than fifty per cent of the total
amount of such a transaction.

Violation of decisions or resolutions adopted by the Bank regarding foreign
exchange transactions other than those dealt with under the preceding paragraphs,
may be penalized by the Council with a revenue fine not to exceed one hundred
per cent of the total amount of such transaction. In the event that the amount of
such transaction were impossible to determine, the fine shall not be in excess of
3,000 monthly tax units.

Section 59.

Any person making a willful misrepresentation in the documentary evidence
presented to the Bank or in the foreign exchange transactions regulated by this
Act, shall be punished by the criminal courts of law with apenalty of from 541 days
to 5years of imprisonment”

Section 60.

Should the Bank vertfy the existence of a fact likely to be penalized with a fine, it
shall first provide the right of a hearing to the party concemed for which purpose
it shall address such party by certified letter to the domicile it may have registered
with the Bank. If such a domicile is not so registered with the Bank and the party
concemed had become connected with the Bank through a banking entity or other
person authorized to operate in the Formal Exchange Market, such letter shall be
addressed to such entity or person, which procedure shall be deemed to comply
with the obligation established in this paragraph.

The party concemed, within a period of 15 banking business days, counted
from the date of mailing, shall be entitled to submit to the Bank in writing the
particulars which, in his opinion exempt him from liability, or that extinguish or
extenuate such liability. Once said period has expired, whether or not the party
concemed has submitted the relevant writ, the Bank shall forthwith adopt its
decision or resolution as appropriate.

Section 61.

Without prejudice to the penalties established in the preceding Sections, banking
entities or persons authorized to make transactions in the Fomial Exchange Market
who vidlate the provisions issued by the Bank regarding foreign exchange
transactions, may be penalized directly by the Bank by way of viithholding the
right to engage in such transactions for a period of up to sixty days, or by way of
revoking the authorization to perform such transactions in case the infringer is not
abanking entity. In such event, the entity or person affected by the measure adopted,
shall be entitled to appeal to the Court of Appeals of Santiago in the manner and
conditions set forth in Title V of this Act.

27 Section amended, as it appears in the text by Section 16 of Law No. 19,806, published in the Official Gazette on
May 31, 2002.
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In the writ of appeal, the interested party may request the suspension of the
effects of the resolution, without prejudice to the final decision.

Section 62.

The fines referred to in Section 58 of this Act shall be set in the same currency in
which the penalized transaction was executed or was intended to be executed, in
dollars currency ofthe United States of America, or as the case may be, in monthly
tax units. Whenever appropriate, such fine shall be payable in Chilean currency at
the rate of exchange published by the Bank pursuant to the provisions ofthe second
paragraph of Section 44, for the day preceding that in which the fine is paid.

Fines applied by Council resolutions shall be collectable forthwith, and in the
ensuing lawsuit no pleadings will be admitted other than full payment, being ba-
rred by the statute of limitations, or inapplicability to the infringer named. With
regard to this last plea, the existence ofthe obligation may not be discussed and, in
order for it to be admitted, it must be based upon documentary evidence and have
aplausible ground. If such requirements are not met, the court shall reject the plea
outright.

Section 63.

The Bank may collect, either in or out of court, the fines imposed pursuant to its
authority, and enter into agreements for the payment thereof, establishing the
interest, terms, and other conditions as it may deem fit.

Fines unpaid within the period set by the Bank, which period may not be less
than thirty days counting from the date of servicing notice, shall eam interest at
the current rate appUcable to transactions in foreign currency or, as appropriate,
atthe current rate ofinterest applicable to indexed transactions in Chilean currency,
in accordance with the rates prevailing during the period of delay

Section 64.

Whoever manufactures or sets in circulation objects whose shape resembles
banknotes of legal tender in a manner that such forged banknotes are easily accepted
in place of the real ones, shall be penalized with 541 days to 5 years of
imprisonment"®.

28 Decree Law No. 726 dated November 23,1925 sets forth the following:
“Section 1-It shall not be legitimate for any person or entity whatsoever, with the exception of those expressly
authorized by law, to make photographs, engravings, lithographs, prints or duplicate in any other manner bank
notes or parts of bank notes that are legal tender in Chile. It shall neither be legitimate to duplicate in any
manner whatsoever the platis or matrixes used in the manufacture of those bank notes.
Section 2- It shall be prohibited the circulation, distribution or use in any other form of imitations of bank
notes that are legal tender in Chfie; and the circulation of flyers, cards or any other specie of announcements
that contain prints, engravings or reproductions representing those bank notes.
Section 3- The iivfraction to any of the provisions or prohibitions contained in the preceding sections shall
cor\stitute an offense punishabie with a fine not to exceed two escudos or imprisonment from 61 days to 3
years, or both.
Section 4.-This law shall become effective as from its publication in the OfScial Gazette.”
In addition, see Sections 162 to 192 of the Criminal Code.
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Section 65.
The Bank shall notify the corresponding supervisory authorities in writing of the

penalties imposed upon the entities under their control in accordance, with the
provisions of this Title.

TITLEV

PUBUCITY AND CLAIM PROCEDURE

Section 66.

The Bank shall be discreet with regard to the particulars of transactions executed
and shall not advance Information thereon except to the parties thereto, or to their
agents or legal representatives.

The above provisions shall not apply in the event that the respective Information
is requested by the Superintendency of Banks and Financial Institutions in
connection with supervisory activities being performed to entities under its con-
trol or by the National Customs Service, in the case of documenta referred to in
Section 45 or by this Service, the Intemal Revenue or the Treasury, in the case of
inspections cormected with applications for customs, tax or export promotion
benefits or of the National Economic Prosecutor’s Office of Decree Law No. 211, of
1973, when it refers to matters under its competentjurisdiction and with the prior
approval of the Resolutive Commission\®.

Likewise, the requirement of discretion shall not apply whenever a specific re-
cord is requested by ordinary or military courts or by the Preventive or Resolutive
Commissions of Decree Law No. 211, of 1973®

Notwithstanding the foregoing, the Bank may provide general Information as to
transactions on a non-personalized basis but only for statistical and public
informational purposes.

Section 67.

Resolutions or decisions adopted pursuant to subparagraph 2 of Section 34, or in
the exercise of the authority granted under Sections 35,40,42 and 49, and all those
of general applicability and those which in the opinion of the Council or any of its
members require public knowledge, shall be published in the Official Gazette.

For all legal purposes, the effective date of such resolution or decision shall be
that of its publication, unless the resolution expressly provides a different date.

29 Paragraph amended, as it appears in the text, by Section 22 of Law No. 19.041, published in the Official Gazette
on February 11,1991, and by Section 15, letter a) of Law No. 19,705, published in the Official Gazette on Decem-
ber20, 2000.

30 Paragraph replaced, as it appears in the text, by Section 15, letter b) of I>aw No. 19,705, published in the Official
Gazette on December 20, 2000.
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Section 68.

Council resolutions or decisions of a private nature shall be notified to the public
by means of its inclusidn in summary form on a notice to be affixed for at least
three banking business days inside the main office of the Bank in Santiago and in
its branch offices, in a place where the general public has access.

The above notice shall be affixed within the five banking business days following
the adoption of such resolution or decisién.

Without prejudice to the foregoing, resolutions or decisions referred to in this
Section shall be notified to the party concemed by certified mail addressed to the
domicile that may have been registered at the Bank. If such domicile is not so
registered and the person concemed has been connected with the Bank through a
banking entity authorized to engage in foreign exchange transactions on the For-
mal Exchange Market, such communication shall be addressed to such entity, which
procedure shall be deemed to comply with the obligation established under this
paragraph.

In any event, failure to give such notice shall not affect the validity of the
corresponding resolution or decision.

Section 69.

Decisions, regulations, resolutions, orders or instructions issued by the Bank
pursuant to its authority under Sections 34, 35, 36, 58 and 61 and in Subtitle Eight
of Title M which are claimed to be illegal, may be appealed by the interested party
to the Court of Appeals of Santiago, where the hearing shall be conducted in a
chamber thereof, in the manner, and under the terms and conditions set forth in
this Title.

The period for submitting such appeal shall be fifteen business days counting
from the date notice of such decision, regulation, resolution, order or instruction
being appealed is served.

At the time of the filing of the appeal, a certificate of deposit extended to the
order ofthe court in an amount equivalent to one per cent of the aggregate amount
ofthe transaction or of the damage being claimed must be attached. For purposes
of calculating such percentage, the greater valué resulting thereby shall be
considered. In any event, the maximum amount of the deposit shall not exceed six
hundred monthly tax units.

Section 70.

The claimant shall clearly state in his writ the legal provision he deems to have
been vlolated, the manner in which such violation occurred, the reasons why such
decision, regulation, resolution, order or instruction caused harm to him and the
estimated amount of the damages.

The court may declare the appeal inadmissible if the writ fails to comply with
the above requirements or if the deposit is not made in the manner provided for in
the preceding Section.
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Section 71.
Should the court agree to take knowledge of the appeal, it shall allow the Bank a
period of ten business days to file the answer to the claim.

Once the writ of answer of the Bank has been filad or its failure to do so within
the legal period has been declared, the court shall, if it deems it fit, open a period
for the production of evidence, not to exceed fifteen days, and then shall issue its
decision forthwith or after a hearing, within the period of 30 days, which decision
may be appealed within the period of five business days to the Supreme Court.
Such appeal shall be decided without requiring the appearance of the parties and
without a hearing, forthwith or after the case is infonned to the court by a court
official.

Section 72.

Should the appeal be finally rejected, the amount of the deposits referred to in
Section 69 shall be lost to the claimant, unless the court determines that there
were plausible grounds for the appeal.

Section 73.

Should the appeal be sustained, the court shall order all appropriate measures in
order to provide prompt and effective remedy to the event or action that gave rise
to the appeal and the amount of the deposit shall be retumed to the claimant.

Once the judgment has become final, the party having obtained the judgment
may have recourse to the ordinary courts of law to sue for damages and for the
application of penalties as applicable in accordance with general rules.

Section 74.

In cases where the legal provisions deemed violated are those contained in Decree
Law 211 of 1973, the affected party may file a complaint with the Commissions
established thereunder in accordance with the procedure established thereby, but
only within the period specified in the second paragraph of Section 69*,

TITLE VI

FINANCIAL STATEMENTS AND SURPLUSES OF THE BANK

Section 75.
The Council shall, with a prior favorable report from the Superintendency of Banks
and Financial Institutions, issue the regulations containing the requirements and

31 Decree Law No, 211, of 1973, whose restated, coordinated and systematized text was set by Executive Decree
of the Ministry of Economics, Development aiid Reconstruction No. 511, published in the Official Gazette on
October 27, 1980, establishes rules for tlie defense of free competition.
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general conditions to which the fmancial statements of the Bank shall confomi, to
be prepared for periods of one year ending on December 31 of each year.

Such fmancial statements, together with the notes and the opinion referred to
in the second paragraph of Section 76, shall be published in the Official Gazette
and in a newspaper of nationwide circulation before April 30 of each year. The
Bank shall also publish a monthly fmancial statement.

Section 76.
Prior to January 31 of each year, the General Manager shall submit to the Council

for its decision the fmancial statements for the last fiscal year, audited as provided
in the following paragraph.

The fmancial statements shall be accompanied with an opinion issued by extemal
auditors appointed by the Council from among those auditors registered with the
Superintendency of Banks and Financial Institutions.

Section 77.
Surpluses resulting in each fiscal year shall be applied in the order of priority set
forth below in this Section, to the following purposes:

a) Up to 10% of the aggregate amount of said surpluses to constitute reserves,
provided the Council so decides;

b) The resulting balance, after the application as provided in the preceding
subparagraph, to fiscal revenue, unless the whole or part is applied by law to
increase the capital of the Bank or its reserves.

Any déficit from any fiscal year shall be offset against existing reserves.

Section 78.

The Bank shall prepare a report regarding its previous year’s activities providing
Information on the execution of policies and programs carried out in such period,
including the financial statements with their respective notes and the opinion
referred to in the second paragraph of Section 76.

Section 79.

The report shall be available to the public at the offices of the Bank and shall also
be submitted to the Minister of Finance and to the Senate, prior to April 30 of each
year.

Section 80.

Prior to September 30 of each year, the Council shall submit to the Minister of
Finance and to the Senate an evaluation of progress made regarding the policies
and programs for the current year, together with a report on proposed policies and
programs for the next calendar year, stating the general economic projections on
which such Information is based and the possible effects they may have on major
tems in the fmancial statements of the Bank projected for such period.
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TITLE VII

THE PERSONNEL OF THE BANK

Section 81.

The working relationship between the persormel ofthe Bank and the Bank shall be
govemed by the provisions of this Act and, in the absence of special provisions
thereof, by those of the Labor Code and other legal provisions applicable to the
private sector. Under no circumstances shall general or special regulations issued
for the public sector apply to the Bank staff.

The incompatibilities set forth in Section 14 of this Act shall also be apphcable
to those persons acting in the capacities of General Counsel and Comptroller Ge-
neral.

The Council may render apphcable all or some of the incompatibilities under
Section 14to Bank attomeys, other high-ranking officials ofthe Bank and specified
staff members, considering the responsibilities entrusted to them.

Council members shall be considered as private sector employees for purposes
of social security contributions.

The Staff Regulations referred to in subparagraph 6 of Section 18 hereof shall
govem the working relationship between the bank and the members of the staff
and shall contain at least rules for making appointments and filling vacancies, the
mechanisms for promotions, and the systems forjob training and work performan-
ce rating.

TITLE VIII

MISCELLANEOUS PROVISIONS

Section 82.

Resolutions adopted by the Bank shall be binding upon public sector agencies having
the necessary regulatory authority to carry them out, which shall issue the pertinent
instructions imder the terms set forth by the Council of the Bank for such purpose.

The supervisién of compliance with the policies and regulations issued by the
Bank shall be made through the appropriate supervisory authorities, without
prejudice to the power of the Bank to exercise said authority directly in matters
regarding foreign exchange. To this end, the Bank shall have the authority to exa-
mine without any restriction whatsoever and through all the means it may deem
fit, all books, accounts, files, documents and correspondence of the institutions
bound by said regulations, and request from their managers and other personnel
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all the infomiation and explanations it may deem necessary for due clarification of
specific situations. It shall further have the authority to request infomiation, records,
or general or specific data regarding tiie transactions related to policies and
resolutions adopted by the Bank and to request from supervisory authorities, as
the case may be, infonnation, records or reports regarding the control they may
exercise over such policies or resolutions.

The corresponding supervisory authorities shall keep the Bank timely infomied
of violations the entities under their supervision may have incurred with regard to
the provisions of this Act or the regulations issued by the Bank and infomi, as the
case may be, of the penalties applied to such entities pursuant to the provisions of
the first paragraph of this Section.

Section 83.

The Bank shall have the exclusive authority to constme administratively its own
decisions, regulations, resolutions, orders or instructions, without prejudice to the
legal competence of the courts of law.

Section 84.
The documents evidencing the authorizations granted by the Bank in the exercise
of its powers and authority under this Act shall be deemed to be public documents.

Section 85.

With regard to International agreements whose main purpose relates to business
or transactions of an economic or financial nature entered into by the Bank, the
Bank may submit to the jurisdiction of foreign courts and agree to the applicability
of foreign legal systems, establish domicile or appoint agents abroad, and waive its
mimunity of execution. In order to grant such waiver, the favorable vote of at least
four Council members shall be required.

Section 86.

The Bank shall be bound to save its books, forms, correspondence, documents,
and vouchers for a period of not less than five years. The period shall be counted
from the date of the last entry or from the date of issuance, whichever the case
may be.

Under no circumstances may books or instmments related directly or indirectly
to any pending business or legal action be destroyed.

Section 87.

Legal provisions containing regulations whereby reference to the exchange rate
fixed or established by the Central Bank of Chile is made, shall be deemed amended
to the effect that such exchange rate is the one that the Bank must infomi in
accordance with the provisions of the second paragraph of Section 44 of this Act.
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In the event that such references be established for tax or customs purposes, or
for calculating rates or charges to be applied by public sector agencies or entities,
the President ofthe Republic shall, by means ofan executive decree issued through
the Ministry of Finance and signed by the appropriate Minister within 90 days from
the date this law is published, have the authority to determine the procedure for
applying the exchange rate referred to in the preceding paragraph, with the power
to establish the time in which it will apply, based upon dates or periods specified*"

Section 88.

Any merchandise may be freely exported or imported on the condition that legal
provisions and regulations in effect at the time of the respective transaction are
duly complied with. Under no circumstances may prior deposits be required for
the execution of export or import transactions, fior may quotas of any nature be
imposed thereon.

Notwithstanding the foregoing, a general or special prohibition may be
established by means ofan executive decree issued through the Ministry of Finance
regarding the export or import of goods to or from, or originating in, countries
where restrictions on goods proceeding to or from Chile have been imposed.

Section 89.

The following legal statutes and provisions are hereby repealed: Law N° 16,101;
Section 244 of Law N° 16,464; Section 23 of Decree Law N° 233 of 1974; Decree
Law N° 1,078 of 1975; Decree N° 471, issued through the Ministry of Economics,
Development and Reconstruction, establishing the final, coordinated and
systematized text of the law on export and import trade and foreign exchange
transactions, of 1977; Sections 2, 3, 4 and 5 of Decree Law N° 1,444 of 1976; the
second paragraph of Section 24 of Decree Law N° 3,001 of 1976, and Law N° 18,065.

The following legal provisions are hereby repealed as of January 1,1990: Sections
3;10; the second paragraph of Section 14; subparagraph 4 of Section 15, and
subparagraph 5 of Section 24 of Decree Law N° 3,475 of 1980.

32 Executive Decree of the Ministry of Finance No. 309 clated April 17, 1990, published in the Offioial Gazette on
May 7,1990, sets forth the following:
Section 1-“For the purposes ofthe prevision in Section 101 of the Customs Ordinance, the equivalence between
the dollar of the United States of America and other foreign currencies shall be that published by the Central
Bank of Chile in accordance with the provisions in the second paragraph of Section 44, contained in Article 1
of Law No. 18,840, on the next to the last banking day of the nionth prior to the date of acceptance for review
of the relevant import statement.
Section 2-For the purposes of the provision in Section 122 of the Customs Ordinance, the exchange rate of the
dollar of the United States of America shall be that published by the Central Bank of Chile, in accordance with
the second paragraph of Section 44, contained in Article 1 of Law No. 18,840, on the next to tlte last banking
day prior to the date of payment.
Section 3- The Customs National Direction shall commuiticate to all the units of its dependence the valles
refeired to in the previous sections on the last banking day of each month."”

33 Executive Decree No. 311 of the Ministry of Finance dated April 17,1990, pubUshed in the Official Gazette on
May 7,1990 sets forth the following: “For the purposes of the determination and payment of intemal taxes that
must be expressed or effected considering the equivalency of the dollar of the United States of America or
other foreign currencies, this shall be that published by the Central Bank of Chile, in accordance with the
provisions in the second paragraph of Section 44, contained in Article 1of Law No. 18,840, on the day prior to
that in which corresponds to effect the deteimination or payment of the relevant tax. In the event that said
publication did not exist on the day inmiediately prior to that in wltich the determination is to be made or the
tax is to be paid, it shall be considered Uie equivalency published by said Bank on the last banking day preceding
the one of the determination or payment of the tax."
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The following legal prevision is hereby deleted: in the single Section of Decree
Law N° 2,873 of 1979, the phrase “of the Central Bank of Chile”, as well as the
comma (,) following.

Section 90.

The following legal statutes and provisions shall not apply to the Bank: Decree
Law N° 1,097 of 1975 ; Decree with Forcé of Law N° 252 of 1960"", except Sections
36, 83 subparagraphs 4 and 13, 83 bis, 114 subparagraph a), 120, 126, 127 and 129;
and Law N° 18,575“.

Section 91.

It shall be the duty of the Central Bank of Chile to perform the functions and to
exercise the authority conferred upon it by the following legal provisions: Sections
land 5of Decree with Forcé ofLawN° 228 of 1960; Sections 2 and 11 bis of Decree
Law N° 600 of 1974; Sections 34 subparagraphs one and 59 of Article 1 of Decree
Law N° 824 of 1974; Section 23 of Decree Law N° 1,097 of 1975; Section 2 of Decree
Law N° 1,183 of 1975; Sections 2, subparagraph k), 17 and 18 of Decree Law N°
1,349 of 1976; Sections 18 and 23 of Decree Law N° 1,350 of 1976; Section 19 of
Decree Law N° 1,557 of 1976; Section 7 of Decree Law N° 1,638 of 1976; Sections 7,
10 bis and 21 of Decree with Forcé of Law N° 341 of the Ministry of Finance, of
1977; Section 13 of Decree Law N° 2,099 of 1978; Section 33 of Executive Decree
N° 502 of the Ministry of Economics, Development and Reconstruction, of 1978;
Section 2 of Decree Law N° 3,472 of 1980; Sections 40, 44, 45, 47, 48, 49 and 55 of
Decree Law N° 3,500 of 1980; Section 3 of Decree with Forcé of Law N° 2 of the
Ministry of Mining, of 1986; Section 1of Law N° 13,196; Sections 1, 3, 7, 10, 13 and
15 of Law N° 18,401; Section 2 of Law N° 18,402; Sections 1, 3, 6 and 11 of Law N°
18,412; Sections 3 and 4 of Law N° 18,430; Section 2 of Law N° 18,480; Section 12 of
Law N° 18,525; Section 5 of Law N° 18,624; Section 10 subparagraph c) of Law N°
18,634; Section 1of Law N° 18645 and Section 18 of Law N° 18,657.

The functions imposed and the authority vested upon the Executive Committee
of the Central Bank of Chile by the above referenced legal provisions shall be
understood to refer to the Council of the Central Bank of Chile”l

34 Decree Law No. 1,097, published in the Official Gazette on July 25, 1975, creates the Superintendency of Banks
and Financial Institutions and estabhshes its duties. Its text was incorporated to the Generéd Banking Act.

35 Decree with Forcé of 1"aw No. 252 dated April 4, 1960 sets the text of the General Banking Act. Presently, the
restated, systematized and coordinated text of the General Banking Act is contained in the Decree with Forcé
of Law No. 3, published in the Official Gazette on December 19, 1997.

36 Law No. 18,575, containing the Organic Constitutional Act on the General Basis for the Adninistration of the
State, was published in the Official Gazette on December 5, 1986. The restated, coordinated and systematized
text of tliis law was set by Decree with Forcé of Law No. 1/19,653 dated December 13, 2000, of the Ministry
General Secretariat of the Presidency, published in the Official Gazette on November 17, 2001.

37 Law No. 18,645 was repeaied by Section 4 of Law No. 19,677, published in the Official Gazette on March 20,
2000. The indicated Section 4 terminated the Guarantee Fund for Non-traditional Exporters and transferred, by
operation of law and without any interruption, the net worth of said Fund to the Guarantee Fund for Small
Entrepreneurs, created by Decree Law No. 3,472, of 1980.

38 Section 91 was added, as it appears in the text, by Section 1, letterc) ofLawN° 18,970, published in the Official
Gazette on March 10, 1990.
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TRANSITORY SECTIONS

Section 1.

Within sixty days counted from the date of publication of this Act in the Official
Gazette, the President of the Republic shall, with the prior conserit of the
Goveminent Junta, appoint the members of the first Council of the Bank.

The individuais appointed as members of the Coimcil of the Bank shall remain
in office for ten, eight, six, four and two years, respectively, as the President of the
Republic shall determine in the corresponding executive decree of appointment.
The President of the Republic shall also designate the member of the Council who
shall act as President ofthe Bank for the term and in the manner specified in Section
8 of this Act.

Section 2.

The capital of the Bank referred to in Section 5 shall be made up of the amounts
entered by the Bank as capital and reserves on the balance sheet that shall be
drawn up specially for this purpose at the ciése of business on the day before the
effective day of this Act, as set forth in the first paragraph of ARTICLE FOUR. if
such amounts were not sufficient to complete the initial capital, the said capital
shall be completed on account of surpluses arising out of future fiscal years, in
which case the provisions of subparagraph b) of Section 77 of this Act shall not
apply

Section 3.
The debt securities referred to in transitory Section 3 of Decree Law N° 1,078 of
1975 shall retain their privileges thereunder.

Section 4.
Resolutions adopted by the Monetary Council shall remain in full forcé and effect
until repealed or amended by the relevant authority.

Section 5.

Foreign exchange transactions authorized prior to the effective date of TITLEIII,
Subtitle Eight of this Act, shall continué to be govemed by the legal provisions in
forcé at the time of such authorization, unless the interested parties request the
provisions of this Act to be applied to such transaction instead.

It shall be the duty of the Council to solve the difficulties that may arise out of
the apphcation of the provisions of the preceding paragraph.

Section 6.
In the legal proceedings currently being conducted for violations of provisions
referred to in Sections 23 and 24 of Executive Decree N° 471, of the Ministry of
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Economics, Development and Reconstruction, of 1977, the penalties specified under
TITLEIV of this Act shall be applied by the same court presently trying the case. In
such events, the judge may siimmon the concemed party to present evidence that
in his opinion exempt him from Gability, extinguish or extendate such liabihty.

The decision issued by the court pursuant to the preceding paragraph, once it
becomes final, shall be enforceable and the Bank shall, at its option, request its
enforcement from the same court issuing the judgment within a period of 30 busi-
ness days counted from the date in which it become enforceable, or from the
competent civil court in accordance with general rules of procedure.

Section 7.

The first Staff regulations regarding the personnel of the Bank referred to in
subparagraph 6 of Section 18, shall be enacted within the temT of 90 days counted
from the date in which this Act is published.

Between the effective date of this Act and the date of enactment of the
Regulations referred to in the preceding paragraph, the Regulations in effect during
such period regarding Bank personnel, shall apply for all legal purposes.

Section 8.
The obligation specified in Section 80 shall apply as of September 30, 1990.

Section 9.

The amounts paid until December 31, 1989, on account of the tax established in
Section 3 of Decree Law N° 3,475 of 1980, repealed by the second paragraph of
Section 89, may be credited against duties and other charges collected through
customs, or retumed under the same terms and conditions and in the same manner
as established in the already mentioned Section 3.

ARTICLE TWO

The following amendments are herein made to the legal statutes listed below:

I)  Tothe General Banking Act, contained in Decree with Forcé of Law N° 252 of
1960:

a) Section 78 is superseded by the following Section:

“Section 78. The banking entities and Banco del Estado de Chile shall
maintain on their sight and temi deposits or obligations the reserves as
detemiined by the Central Bank of Chile.

For such purposes, sight deposits or obligations shall be understood to
mean deposits or obligations whose payment may be legally demanded
within a term of less than thirty days. Deposits or obligations whose
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b)
c)

d)

payment may be legally demanded only in a temi of thirty days or more
shall be deemed to be term deposits or obligations”;

Section 79 is hereby repealed;
Section 80 is superseded by the following Section;

“Section 80. The banking entities, financial institutions and savings and
loan cooperatives failing to maintain the reserve or technical reserves to
which they are bound, shall be subject to a fine to be applied
administratively by the Superintendency, equal to twice the current interest
rate for less than 90 days non-adjustable transactions in Chilean currency
or for transactions in foreign currency, as may be appropriate, in effect
for the month in which the breach takes place, rea”justed proportionately
to the period of duration of the reserve. The fine shall be calculated on
the average of the déficit during the period in which it occurs.

If the failure to maintain the reserve is due to the fact that banks are
closed and does not extend beyond the period of 15 days counted from
the date the banks are open again, the Superintendent may reduce or con-
done such fine”;

Subparagraph 8 of Section 83 is superseded by the following subparagraph:

“8) Sign bilis of exchange as collateral and become guarantor in Chilean
currency, either jointly or severally, subject to the regulations and
restrictions issued by the Superintendency”;

The second paragraph of Section 86 is superseded by the following
paragraph:

“Bills of credit shall be denominated either in Chilean currency, in indexed
units or any other system of a®justment authorized by the Central Bank
of Chile, or in foreign currency. Those denominated in foreign currency
shall, in any event, be payable in Chilean currency.”®

In Sections 87, 94 and 113, the term “Monetary Council” is hereby
superseded by the term “Central Bank of Chile”.

To Decree Law N° 1,097 of 1975:

a)

b)

In Section 10 the term “Chairman of the Monetary Council” is hereby
superseded by the term “Minister of Finance”, and

In the first paragraph of Section 13 bis, the sentence “to the Monetary
Council and to the Executive Committee of the Central Bank of Chile”
and the preceding comma (,) are herein superseded by the term “and to
the Central Bank of Chile”.

In addition, the fourth paragraph of same Section is herein deleted.

Letter substituted by Section 1, letter d) of Law N° 18,970, published in the Official Gazette on March 10,1990.
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To Decree Law N*“ 3,472 of 1980:

a) In Sections 1,2,3 and 5the terrn “the Executive Committee ofthe Central
Bank” is herein superseded by the term “the Superintendency of Banks
and Financial Institutions”;

b) In Section 2the term “the Monetary Council” is herein superseded by the
temi “the Central Bank of Chile”, and

c) In the third paragraph of Section 3 the temi “said Executive Committee”
is herein superseded by the temi “said Superintendency”; and, in the last
paragraph the term “the Executive Committee of the Central Bank” is
herein superseded by the term “the Superintendency of Banks and
Financial Institutions™; and, in the second paragraph of Section 5, the temi
“of the Executive Committee of the Central Bank™ is herein superseded
by the temi “of the Superintendency of Banks and Financial Institutions”.

The temi “Monetary Council”is herein superseded by the temi “Central Bank
of Chile” in Section 17, subparagraph I(e) of Decree Law N° 824 of 1974;
Section 55 of Decree Law N° 670 of 1974; Section 31 of the Law N° 18,833;
Section 32 of Executive Decree N° 502 of the Ministry of Economics,
Development and Reconstruction of 1978; Section 92 of Law N° 16,807**; and
in Section 24 subparagraph 6 of Decree Law N° 3,475 of 1980.

The temi “Monetary Council” is herein superseded by the temi “Minister of
Finance” in Section 44 of Decree Law N° 2,079 of 1978.

The second paragraph of Section 44 of Decree Law N° 3,500 of 1980, is herein
superseded by the following paragraph:

“The Central Bank of Chile shall determine the charges it niay inipose for the
several functions it may perfomi resulting from maintaining such custody”.

To Decree Law N° 600 of 1974:

a) Subparagraph a) Section 2 is herein superseded by the following
subparagraph:

“a) Freeiy convertible foreign cmrency, cleared through its sale to an entity
authorized to conduct business in the Fomial Exchange Market, which
shall be made at the niost favorable rate of exchange the foreign
investors may obtain in any of them;”;

b) The last paragraph of Section 4 is herein superseded by the following
paragraph:

“The rate of exchange applicable to the transfer of capital and net profits
abroad shall be the most favorable one that foreign investors may
obtain from any entity authorized to conduct business in the Formal
Exchange Market”, and

Section 92 of Law N° 16,807 was repealed by Section 7 of Law N° 18,900, publislied in the Official Gazette on
January 16,1990.
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c)

In Section 13(d), the word “and” following the sentence “represented in
this Commitee” is herein deleted and the comma (,) preceding said
sentence is substituted by a semicolon (;), and in subparagraph e), the
period (.) is substituted by a comma (,), and the word “and” added.

Following, a new subparagraph (f) is added:

“f) The President of the Central Bank of Chile”.

To Decree Law N° 1,349 of 1976:

a)

b)

c)

Section 2 is amended as follows:

i) Subparagraph k) on the first paragraph is superseded by the following
subparagraph:

“k) Inform to the Central Bank of Chile in the manner the Council of
such Bank may have determined, on the valué of exports and
imports of copper and its by—-products;”;

ii) Subparagraphs 1) and p) of the first paragraph are herein repealed,
and the semicolon (;) appearing at the end of number 5 of subpragraph
0) of same first paragraph is herein substituted by a comma (,), and
the word “and” is added immediately following:

The third paragraph of Section 14 is herein superseded by the following
paragraph:

“The party affected shall have the right to file a claim in accordance with
the procedure established under Title V of the Constitutional Organic Act
of the Central Bank of Chile.”; and

In Section 18 the term “of the Monetary Council” is superseded by the
term “of the Council of the Central Bank of Chile”.

To Law N° 18,010:

a)

b)

After the expiry of the ninety-day period counted from the date in which
this Act is published, Section 3 shall be superseded by the following
Section:

“Section 3. With regard to credit transactions in Chilean currency whereby
neither a banking entity, fior a financial institution or a savings and loan
cooperative is aparty to it, any method ofindexation may be freely agreed.
If any one of the indexation systems authorized by the Central Bank of
Chile has been agreed upon and such system is subsequently repealed or
amended, current contracts shall continué being govemed by the system
agreed, unless the parties may consent in its substitution for a different

one".

After the expiry of the ninety—day period counted from the date in wich
this Act is published, Sections 4 and 5 shall be repealed.
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VIII) To Law N° 18,480:

Subparagraph a) of Section 6 is herein superseded by the following

subparagraph:

“a) In the judgment of the Ti'easuiy, a sufficient evidence of the valué
obtained for the exported goods. Such agency may represent said valué
in the event that, in accordance with data furnished by the Customs
Service, said valué proves to be higher than the one such goods
nomially have in the International market”.

IX) Tolaw N° 18,525:

a) The first paragraph of Section 11 is herein superseded by the following
paragraph:

“Section 11. A National Commission is herein created, responsible for
investigating the existence of distoitions in the price of imported goods.
Said Commission shall be fomied by the Fiscal Nacional Econémico, who
shall preside over it; two representatives of the Central Bank of Chile,
who shall be appointed by the Bank’s Coimcil, one representative of the
Minister of Finance and one representative of the Minister of Economics,
Development and Reconstruction, to be appointed by means ofa resolution
to be published in the Official Gazette; the Director of the Customs Service
and one representative of the Ministry of Foreign Affairs, also to be
appointed as specified above. Such members shall be substituted as
provided by law or, as the case may be, by the individuais appointed to
such effect by the respective agencies through a resolution to be published
in the Official Gazette.”, and

b) In Section 11, the following last paragraph is herein added:

“The Central Bank of Chile shall act as the Technical Secretariat of the
Commission referred to in the first paragraph of this Section”.

X) TolLaw N° 18,657:

In subparagraph a) of Section 14, the sentence; “in the Central Bank of
Chile or in an authorized entity” is herein substituted by the sentence “in
a banking entity or in other persons or institutions authorized by the Cen-
tral Bank of Chile to be part of the Fomial Exchange Market”.

ARTICLE THREE

As of January 1, 1990, the Executive Secretariat of the Foreign Investments
Committee shall be a Department of the Ministry of Economics, Development and
Reconstruction.
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In the interdi between the date in wich this Actis published and the date referred
to in the preceding paragraph, said Executive Secretariat shall continué being a
department of the Central Bank of Chile.

The President of the Republic is herein granted the authority to determine the
staff and persormel compensation of the Executive Secretariat by means of an
executive decree issued through the Ministry of Economics, Development and
Reconstruction bearing in addition the signature of the Minister of Finance, prior
to January 1,1990.

ARTICLE FOUR

This Act shall become effective sixty days after it is published in the Official
Gazette.

Notwithstanding, the provisions in Subtitle Eight of Title 11l of the Act enacted
by ARTICLE ONE, as well as the repeal of Executive Decree N° 471 of the Ministry
of Economics, Development and Reconstruction of 1977, referred to in Section 89
thereof, shall become effective as of April 19,1990

SINGLE TRANSITORY SECTION

Without prejudice to the provisions contained in subparagraph b) of ARTICLE
TWO N° VII of this Act, the duties covenanted under Sections 4 and 5 of Law N°
18,010 which are repealed pursuant to this Act, shall continué to be govemed by
said provisions, to which end the Central Bank of Chile shall calculate and pubhsh
the adjustment index referred to in such Section 4, under the same tenns and
conditions specified therein and for a period of 20 years coimted from the date of
effectiveness of the repeal of such provision. After the expiration of said period,
the Bank shall fumish the respective index upon request by interested parties, unless
the Bank fmds, at its solé judgment, that there are enough transactions to justify
the publication of same be continued.

JOSE T. MERINO CASTRO, Admiral, Commander in Chief ofthe Navy, Member
of the Government Junta.—- FERNANDO MATTHEIAUBEL, General of the Air For-
cé, Commander in Chief of the Air Forcé, Member of the Government Junta.—
RODOLFO STANGE OELCKERS, General Director, General Director of Carabine-
ros, Member of the Government Junta.— SANTIAGO SINCLAIR OYANEDER,
Lieutenant General of the Army, Member of the Government Junta.

1 ARTICLE FOUR was amended, as it appears in tiie text, by tlie Single Section of Law No. 18,901, publislied in
the Oificial Gazette on January 6,1990.
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Having complied with the provisions in subparagraph 1 of Section 82 of the
Constitution, and inasmuch as | have deemed fit to approve the Act above, | hereby
sanction and sign it to signify enactment. Be it enforced as a law of the Repubhc.

To be registered with the Office of the Comptroller General of the Republic,
pubhshed in the Official Gazette, and inserted in the official compilation of such
Office.

Santiago, October 4, 1989.- AUGUSTO PINOCHET UGARTE, Captain General,
President of the Republic.— Enrique Seguel Morel, Brigadier General, Minister of

Finance.

Which | convey to you for your Information.— Sincerely yours,— Roberto Toso
Corezzola, Under Secretary of Finance.
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