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DECREE LAW 600 (*)

FOREIGN INVESTMENT STATUTE

TITLE |

FOREIGN INVESTMENT AND THE INVESTMENT CONTRACT

Article 1.- Foreign individuals and juridical entities, and Chilean individuals
and juridical entities with residence and domicile abroad, who transfer for-
eign capital to Chile and subscribe a foreign investment contract, will be
subject to the provisions of this Statute.

Article 2.- The aforementioned capital may be brought into the country and
must be valued by the following methods:

a)

b)

Freely convertible foreign currency, brought in by means of its sale to
an entity authorized to operate in the Formal Exchange Market, at the
most favorable exchange rate that foreign investors may obtain from any
of such entities;

Tangible assets, in any form or condition, which shall be brought into
the country under provisions generally applicable to imports not subject
to foreign exchange coverage. These assets shall be valued in accord-
ance with procedures generally applicable to imports;

This is a non-official translation, prepared for informational purposes only, of Decree Law
600 of 1974, and its amendments introduced by Laws 18,474; 18,682; 18,840; 18,904;
18,959 and 19,207 published in the Official Gazette of November 30, 1985; December 31,

1987; October 10, 1989; January 25, 1990; February 24, 1990, and March 31, 1993
respectively.
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¢) Technology in its various forms, provided it qualifies as capital, which
shall be valued by the Foreign Investment Committee within a period of
120 days, taking into account its real price in international markets;
should said period expire without such valuation having been made,
the value assigned shall be that estimated by the investor through a
sworn affidavit.

Under no circumstances shall the ownership, use or enjoyment of tech-
nology forming part of a foreign investment be transferred separately
from the entity to which it was originally contributed, nor shall it be sub-
jectto amortization or depreciation;

d) Credits associated with a foreign investment. The general provisions,
tenor, rates of interest and other conditions regarding the contracting of
foreign credits, as well as the surcharges to be paid by the debtor as
part of the total cost for the use of foreign credits, including fees, taxes
and expenses of any type, shall be those authorized or to be authoriz-
ed by the Central Bank of Chile;

e) Capitalization of foreign loans and debts in freely convertible currency,
provided such contracts have been duly authorized, and

f) Capitalization of profits qualifying for remittance abroad.

Article 3.- Foreign investment authorizations shall be evidenced by con-
tracts executed by public deed subscribed, on the one hand, by the Presi-
dent of the Foreign Investment Committee on behalf of the Chilean State,
in the case of an investment, that requires the agreement of said Com-
mittee, or otherwise by the Executive Vice-President; and, on the other
hand, by the persons contributing the foreign capital, hereinafter called
"foreign investors” for all purposes of this Decree Law.

The contracts shall state the period within which the foreign investor must
bring in the capital. This period shall not exceed 8 years for mining invest-
ments and 3 years for all others. The Foreign Investment Committee, how-
ever, by unanimous agreement of its members, may extend this period to
up to 12 years in the case of mining investments, when prior explorations
are required, depending upon their nature and estimated duration; and, in
the case of investments in industrial or non-mining extraction projects for
amounts not less than US$ 50,000,000, currency of the United States of
America, or its equivalent in other foreign currencies, may extend the
period to up to 8 years if the nature of the project so requires.
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TITLE I
RIGHTS AND RESPONSIBILITIES OF FOREIGN INVESTMENT

Article 4.- Foreign investors may transfer abroad their capital and the net
profits arising from their investments.

Capital may be remitted after one year has elapsed, counted from the date
on which it was brought in. Any capital increase produced by profits, that
could have been remitted abroad, shall not be subject to any time limit and
may be remitted after due compliance with tax obligations.

Profits remittances shall not be subject to any time limit.

The conditions applicable to the remittance of capital and net profits abroad
shall not be less favorable than those generally applicable to the payment
of imports.

The exchange rate applicable to the transfer of capital and net profits
abroad shall be the most favorable obtainable by foreign investors from any
of the entities authorized to operate in the Formal Exchange Market.

Access to the Formal Exchange Market for remittances abroad of capital or
profits shall require authorization by the Executive Vice-President of the
Foreign Investment Committee. Authorization for a specified amount shall
be granted, or justifiably denied, within ten days of filing the application for
remittance.

Article 5.- The foreign currency required to remit the capital or part thereof,
may only be purchased with the proceeds of the sale of the shares or rights
representing the foreign investment, or of the total or partial sale or liquida-
tion of the enterprises acquired or established with such investment.

Article 6.- The net proceeds of the sales or liquidations referred to in the
preceding Article will be free from any tax, impost or charge up to the
amount of the investment effected. Any excess over this amount shall be
subject to the general rules of the tax legisiation.

Article 7.- Holders of foreign investments carried out under the provisions
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of this Decree Law shall have the right to include in their respective con-
tracts a clause to the effect that, for a ten year period counted from the start-
up date of the company's operations, they shall be subject to a fixed overall
effective income tax rate of 42% considering, for these purposes, the
taxes applicable under the Income Tax Law in force at the date the contract
is executed. Even if the foreign investor has opted for this fixed tax rate,
he shall have the right, only once, to renounce that rate, and to be taxed
instead in accordance with the ordinary tax regime; in such case he shall be
subject to the General Tax Law with the same rights, options and
obligations pertaining to local investors and, consequently, definitively
forfeiting the agreed fixed rate.

The total effective tax burden referred to in the preceding paragraph shall
be calculated by applying to the net taxable income of the First Category,
determined in accordance with the provisions of the Income Tax Law, the
rate corresponding to such Category as set forth in said Law. The rate
differential necessary to complete the effective total tax burden
guaranteed in said paragraph shall be applied to the corresponding taxable
base, in accordance with the provisions of the Income Tax Law, adding to
said taxable base a sum equivalent to the tax on First Category income
included in the taxable base.

The tax established in the third paragraph of Article 21 of the Income Tax
Law, which by virtue of the first paragraph of this Article imposes a 42%
effective rate upon permanent establishments and companies receiving
foreing investment, shall be applied, in the case of stock corporations and
joint-stock companies, on the corresponding taxable base and in
proportion to the participation that investors subject to this system may
have in the profits of the company. The additional tax shall be borne
exclusively by these shareholders, and shall be withheld and paid annually
by the corresponding company.

For the purposes of the provisions of this Law, operational start-up shall be
taken as meaning, if the activity is a new project, the commencement of the
operation corresponding to the project financed by foreign investment
once it begins to generate profit or, if investment is made in an on-going
activity, the next calendar month following any part of the investment
entering the country.
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Article 7 bis (*).-

Article 8.- Foreign investment and entemprises in which such investment is
made shall be subject to the indirect taxation and customs regime generally
applicable to domestic investment.

Notwithstanding the above subparagraph, holders of foreign investment
subject to the provisions of this Decree Law shall have the right to include
in their contracts a clause stating that during the period in which the author-
ized investment is being carried out, there shall be no changes in sales
and service taxes and customs duties in force at the time of the execution
of the contract, applicable to the importation of machinery and equipment
not produced in the country and included in the list referred to in Number
10, letter B) of Article 12 of Decree Law 825 of 1974. The same invariability
shall apply to companies receiving foreign investment, in which foreign
investors participate, up to the amounts corresponding to said investment.

Article 9.- Similarly, foreign investment and firms in which such investment
is made shall also be subject to the legislation generally applicable to do-
mestic investment, and shall not be discriminated against, either directly or
indirectly, except as provided in Article 11.

Legal or regulatory provisions affecting a specific productive activity shall
be deemed discriminatory should they become applicable to the whole or
to the major part of said activity in the country, with the exclusion of foreign
investment. Similarly, legal or regulatory provisions which create special re-
gimes for certain sectors of the economy or geographical areas of the
country shall be deemed discriminatory if foreign investment is refused
access thereto despite complying with the same conditions and require-
ments imposed upon domestic investment.

For the purposes of this Article, a specific productive activity shall be under-
stood to mean that carried on by enterprises which come under the same
definition in accordance with internationally accepted classifications and
which produce goods located in the same tariff bracket in accordance with
the Chilean Customs Tarift Schedule, the same tariff bracket being under-
stood to mean that by which goods do not differ by more than one unit in
the last digit of said Tariff Schedule .

(*) Article 7 bis was repealed by Number 8, Article 1 of Law 19,207 published in the Official
Gazette of March 31, 1993.
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Article 10.- Should juridical norms be issued, which holders of foreign in-
vestment or firms with foreign investment participation deem to be discrimi-
natory, they shall be entitled to request the elimination of such discrimina-
tion within a period of one year from the date of issue of said provisions.
The Foreign Investment Committee shall rule on the petition within 60 days
from the date on which the application is filed, either rejecting it or adopting
the administrative measures needed to eliminate the discrimination or re-
quiring the proper authorities to do so in the event that such measures
were to exceed the powers vested in the Committee.

In the absence of a timely ruling from the Committee, or if an adverse ruling
is issued, or if it should not be possible to remove that discrimination by ad-
ministrative means, the foreign investors or the firms in which they partici-
pate may resort to the ordinary courts of justice in order to determine
whether discrimination exists, or not, and, if so, that the General Law must
be applied.

Article 11.- Notwithstanding the above Article 9, regulations may be
issued, when justified, limiting access to internal credit by foreign invest-
ments covered by this Decree Law.

Article 11 bis.- In the case of investments equal to or more than US$
50,000,000, currency of the United States of America, or its equivalent in
other foreign currencies, the purpose of which is the development of in-
dustrial or extractive projects, including mining projects, and which are
brought into the country pursuant to Article 2, the following time periods
and rights may be granted:

1. The ten year period referred to in Article 7 may be extended for periods
compatible with the estimated duration of the project, but under no cir-
cumstances may it exceed 20 years.

2. The respective contracts may stipulate the maintenance without varia-
tion of the legal provisions and of the resolutions or circular letters
issued by the Internal Revenue Service in force at the time of the exe-
cution of the respective contract with respect to assets depreciation,
carryforward of losses to future taxable periods, and organizational and
start-up expenses, for the respective foreign investors or the compa-
nies receiving such contributions, as of the date such contracts are
subscribed and while the term set forth in the first paragraph of Article 7
or in Number 1 of this Article remains in force. Similarly, the resolution of
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the Intemal Revenue Service authorizing the foreign investor or the
company receiving the contribution, as the case may be, to keep its
accounting records in foreign currency, may also be included in the
contract.

The rights granted in accordance with the preceding paragraph may be
waived, one time only, separately and indistinctly, in which case the
foreign investor or the receiving company will be subject to the system
generally applicable with respect to the waived right, on the terms speci-
tied in the final part of the first paragraph of Article 7.

In any event, the waiver referred to in the above referenced Article 7,
shall imply the waiver of the rights referred to in this Number, except for
the right to keep accounting records in foreign currency, which shall
require an express waiver.

Should the respective investment contract include more than one for-
eign investor subject to the tax invariability specified in the above
referenced Article 7, the waiver of any one of them of such invariability,
shall have the effect of waiving the rights included in this Number, with
respect to the waiving party, as well as with respect to the remaining for-
eign investors or the receiving company, with the exception of the right
to carry accounting records in foreign currency, which shall require an
express waiver. However, the rights set forth in this Number shall not
be considered waived, under the circumstances above described,
when foreign investors have agreed, in the corresponding investment
contract, that said waiver shall only be effective when the foreign inves-
tor(s) who waive the right to tax invariability, are holders of an amount ex-
ceeding a determined percentage of the total investment covered by
the contract, that has actually been materialized at the date of such
waiver. (*)

in the case of projects which contemplate the export of part or all of the

goods produced, the Foreign Investment Committee may grant, to the
respective investors or to the companies receiving the contributions,
tfor periods of time not exceeding those granted in accordance with the
provisions set forth in the first paragraph of Article 7 or in Number 1 of
this Article, the following rights:

This clause was put in force as of December 31, 1987, date of publication of Law 18,682,
according to letter B) of Article 10 of said Law.
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a) Provide for the invariability of the legal provisions and regulations re-
garding the right to export freely, in force at the date of execution of
the corresponding contract;

b) Without prejudice to the provisions of Decree 471 of 1977 (*), of the
Ministry of Economics, Development and Reconstruction, authorize
special regimes with respect to the return and sale of part or all of the
value of such exports and indemnities resulting from insurance or
other sources. In accordance with such regimes, the maintenance of
the corresponding foreign currency abroad may be authorized in
order to pay, with such foreign currency, obligations authorized by
the Central Bank of Chile, to make disbursements accepted as ex-
penses of the project for tax purposes pursuant to the provisions of
the Income Tax Law, or to comply with the remittance abroad of cap-
ital or net profits arising from their investments.

in order to authorize this special regime, the Foreign Investment Commit-
tee must previously receive the favorable report of the Executive Commit-
tee of the Central Bank of Chile (**), which shall set forth the specific meth-
ods by which such special regime shall operate, as well as the regime, man-
ner and conditions under which access to the foreign currency market will
be granted in order to remit capital and profits abroad. Furthermore, the
Central Bank of Chile shall supervise compliance with the stipulations of
the contract regarding these matters.

The annual taxable profits which, according to the respective balance
sheet, may be obtained by the permanent establishments of foreign in-
vestors or by the corresponding recipient companies, who for any reason
maintain foreign currency abroad in accordance with the terms of this letter
b), shall be regarded for tax purposes as having been remitted, distributed
or withdrawn, as the case may be, on December 31 of each year, in the por-
tion corresponding to the foreign currency maintained abroad by the in-
vestors. Income or other benefits produced by the foreign currency which,
in accordance with this provision, may be maintained abroad, shall be
regarded, for all legal purposes, as Chilean source income.

(*y The reference to this Decree must be understood referred to ARTICLE ONE, Title 11,
Subtitle VIl of Law 18,840, Constitutional Organic Act of the Central Bank of Chile,
published in the Official Gazette on October 10, 1989.

(**) The responsibilities and authority entrusted in this paragraph to the Executive Committee
of the Central Bank of Chile, should be understood to mean the Council of said Institution,
in accordance with the provisions of letter c), Article 1 of Law 18,970.
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These rights may only be exercised once the investment materialized
reaches the amount stated in the first paragraph.

TITLE 111
FOREIGN INVESTMENT COMMITTEE

Article 12.- The Foreign Investment Committee is a juridical person of pub-
lic law, functionally decentralized, that possesses its own assets and has its
domicile in the city of Santiago, which is related to the President of the Re-
public through the Ministry of Economics, Development and Reconstruc-
tion. The Committee shall be the only institution authorized on behalf of
the Chilean State to accept the inflow of foreign capital under this Decree
Law and to establish the terms and conditions of the corresponding con-
tracts.

The Committee shall be represented by its President in cases in which the
investments require the Committee's approval, as set forth in Article 16;
otherwise, it shall be represented by its Executive Vice-President.

The assets of the Foreign Investment Committee shall consist of the follow-
ing:

a) Funds annually assigned to the Committee by the Budget Law of the
public sector or other general or specific laws;

b) Personal and real property, whether tangible or intangible, acquired by
any means, and

¢) Income accrued by any means.

Article 13.- The Foreign Investment Committee shall be formed by the foi-
lowing members:

a) Minister of Economics, Development and Reconstruction;

b) Minister of Finance;

c) Minister of Foreign Affairs;

d) Minister of the appropriate specialty in the case of investment appli-
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cations relating to matters conceming Ministries not represented on this
Committee;

e) The Director of the National Pianning Office (*), and

f) The President of the Central Bank of Chile.

The Ministers may only be substituted by their legal alternates.

Article 14.- The Committee meetings shall be presided by the Minister of
Economics, Development and Reconstruction or, in his absence, by the
Minister of Finance, provided at least three of its members attend.
Decisions will be adopted by a majority of the members of the Committee
and in the event of a tie, the President will have the casting vote; decisions
taken shall be recorded in the Minutes. Alternates may regularly attend the
Committee meetings with the right to be heard, but may cast their vote only
in the absence of the member for whom they are alternates.

Article 15.- To exercise its authority and fulfill its duties, the Foreign Invest-
ment Committee shall have an Executive Vice-Presidency, with the
following functions:

a) Receive, study and report on foreign investment applications and other
petitions submitted to the Committee;

b) Act as the administrative body of the Committee, preparing the back-
ground documents and studies as may be required;

c) Perform functions of information, registration, statistics and coordina-
tion with respect to foreign investments;

d) Centralize the information and the results of the supervision which pub-
lic institutions must exercise regarding the obligations of foreign inves-
tors, or the firms in which they participate, and report to the competent
authorities and public institutions; the offenses or breaches that may
have come to its attention;

e} Carry out and expedite the procedures required by the different public
institutions that must repont or grant their prior authorization for the

(*) This reference must be understood referred to the Minister of Planning and Cooperation,
pursuant to provisions of Article 29 of Law 18,989, published in the Official Gazette on
July 19, 1990.
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f)

approval of the applications that the Committee must resolve and for the
prompt execution of the corresponding contracts and resolutions, and

Make enquiries in Chile or abroad regarding the qualifications and relia-
bility of the applicants or interested parties.

Article 15 bis.- The management of the Executive Vice-Presidency of the
Foreign Investment Committee shall be carried out by the Executive Vice-
President, who shall be the head of such Vice-Presidency and shall
represent the Committee in legal, court and out-of-court proceedings. The
appointment of the Executive Vice-President shall be made by the
President of the Republic at his sole discretion, upon recommendation of
the Foreign Investment Committee, and his duties shall specially be:

a)

c)

Comply with and supervise the execution of the resolutions and in-
structions of the Foreign investment Committee and carry out the acts
and functions entrusted to him by the Committee pursuant to its author-
ity;

Propose to the Foreign investment Committee the annual program of
the institution as well as any other matter deserving the study and res-
olution of said Committee;

Prepare the draft annual budget to be submitted to the Foreign Invest-
ment Committee's consideration, execute the approved budget and
propose the amendments that may be required during its execution;

Attend the meetings of the Foreign Investment Committee with the
right to be heard and make the arrangements necessary to its function-
ing and, for that purpose, he shall act as recording officer and shall be
responsible for the Minutes of said meetings;

Appoint and employ personnel and assign their functions, all of which
he shall reportto the Foreign Investment Committee;

Acquire, transfer and manage all type of assets and execute or formalize
any act or contract directly or indirectly necessary to achieve the pur-
poses and functions of the Foreign Investment Committee, pursuant to
the resolutions and instructions of said Committee and of this Decree
Law;
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g) Delegate part of his functions, powers and authority to other members
of the Executive Vice-Presidency, and

h) In general, prescribe resolutions and instructions and exercise all the
other powers as may be necessary, to assure the proper functioning of
the Executive Vice-Presidency.

The above mentioned powers, in absence of the Executive Vice-Presi-
dent, shall be performed by the General Counsel who shall serve as his
alternate.

The Executive Vice-President shall be entitled to request from all services
and enterprises of the public and private sectors, whatever reports and
information he may deem necessary for the fulfilment of the purposes of
the Committee.

Article 16.- The following foreign investments shall require the approval of
the Foreign Investment Committee:

a) Those with a total value exceeding US$ 5,000,000 (five million US dol-
lars) or its equivalent in other currencies;

b) Those relating to sectors or activities normally performed by the State
and those carried out by public utility services;

¢) Those related to communications media, and
d) Those made by a foreign State or a foreign juridical person of public faw.

Article 17.- The foreign investments not covered by the preceding Article
shall be authorized by the Executive Vice-President of the Foreign
Investment Committee, with the prior approval of its President, without
requiring the agreement of the Committee. In all cases, he shall report to
the Committee on the investments approved, at the next meeting. Should
the President of the Committee deem it appropriate, he may defer granting
his approval and submit these investments to a decision by the Commit-
tee.
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GENERAL PROVISION (*)

Article18.- The references to D.F.L. 258 of 1960, or to its provisions,
contained in the laws currently in force, shall be understood to be made to
this Statute or its pertinent provisions.

FINAL NOTE

Laws 18,474 and 19,207 published in the Official Gazette of November
30, 1985 and March 31, 1993 moditied as indicated, the articles of D.L.
600 of 1974, amendments that are incorporated into the text set forth
above. These laws also contain the following:

1. Law 18,474

Article 2.- Amounts received by local investors who, duly authorized by the
Central Bank of Chile, participate in the capital of foreign companies which,
in turn, invest in Chile through a permanent establishment such as those
mentioned in Article 58 Number 1 of the Income Tax Law and are subject to
the provisions of Aricle 11 bis of Decree Law 600 of 1974 and its
amendments, shall be exempt from Category Taxes and Surtax or
Additional Tax of the Income Tax Law, when said amounts correspond to
profits of the permanent establishment for which taxes have already been
paid in Chile. These amounts may be distributed or withdrawn at any time,
even though the company may have taxable profits that have not been
distributed or withdrawn.

2. Law 19,207

(*) Articles 19, 20 and 21 are excluded since they deal with the staff of the Foreign
Investment Committee.
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TRANSITORY ARTICLES

Article 1.- Holders of foreign capital who have subscribed foreign
investment contracts before Decree Law 1,748 of 1977, which
superseded Decree Law 600, came into force shall have the right to
transform them into indefinitive term contracts by expressly renouncing to
the application of the pertinent legal and contractual dispositions and by
subscribing a new contract according to the legal provisions in force.
Those who wish to exercise this right shall have one year to do so as from
the date of publication of this present Law in the Official Gazette.

Article 2.- Holders of foreign capital who have subscribed foreign
investment contracts under the provisions of Decree Law 600 and have
opted for the fixed tax rate set forth in Articles 7 or 7 bis of said Decree Law
shall have the right to be taxed for the remaining term of the contract in
accordance with the fixed effective tax rate of 42% as established in this
present Law. In such case, they shall expressly renocunce the previous
rate and shall modify the contract according to the current dispositions in
force. Said contractual modification shall pertain to income generated in
the fiscal year in which said modification is made. Consequently, the new
tax rate shall affect income declared in the year following the one in which
the fixed 42% tax rate was agreed.

Article 3.- Holders of foreign capital who have subscribed foreign
investment contracts under the provisions of Decree Law 600 and have
opted for the general tax regime shall have the right, only once, and within
one year from the date of publication of this present Law in the Official
Gazette, to renounce said general tax rate and to be taxed instead at the
tixed effective 42% rate established in this present Law. In such case, they
shall expressly renounce the general tax rate and shall modify the contract
according to the current dispositions in force. Said contractual modification
shall pertain to income generated in the fiscal year in which said
modification is made. Consequently, the new tax rate shall affect income
declared in the year following the one in which the fixed 42% tax rate was
agreed. Holders of foreign capital who opt for the fixed 42% tax rate regime
established in this Article shall have the right to renounce at any moment
this fixed rate in accordance with the provisions of Articie 7 of Decree Law
600.

The fixed 42% tax rate accepted by holders of foreign capital in accordance
with this Transitory Article of this present Law shall remain unchanged for a
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period not exceeding ten years counted from the start-up of the respective
company.

Furthermore, in the case of holders of foreign investment carried out under
the provisions of Anticle 11 bis of Decree Law 600 who are still within their
period of fixed tax regime, under no circumstances shall the term added to
the previous term total over twenty years.
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