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PRESENTATION OF INFORMATION

In this Annual Report on Form 20-F, unless the exitrequires otherwise, all references twe", "us’,
"Company' or "SQM" are to Sociedad Quimica y Minera de Chile S.A.,open stock corporatiorsdciedad
andnima abiertaorganized under the laws of the Republic of Claled its consolidated subsidiaries.

All references to $," "US$" "U.S. dollars' and 'dollars" are to United States dollars, referencespesbs or
"Ch$" are to Chilean pesos, and referencedp""are toUnidades de FomentoThe UF is an inflation-indexed,
peso-denominated unit that is linked to, and adglistaily to reflect changes in, the previous menthilean
consumer price index. As of May 31, 2008, UF M@8 equivalent to US$41.82 and Ch$20,061.03.

The Republic of Chile is governed by a democratieegnment, organized in fourteen regions plus tiegrdypolitan
Region (surrounding and including Santiago, thatahpf Chile). Our production operations are ocamttated in
northern Chile, specifically in the Tarapaca Regiod in the Antofagasta Region.

Our fiscal year ends on December 31.

We use the metric system of weights and measurealdulating our operating and other data. TheddhBtates
equivalent units of the most common metric uniesdusy us are as shown below:

1 kilometer equals approximately 0.6214 miles

1 meter equals approximately 3.2808 feet

1 centimeter equals approximately 0.3937 inches

1 hectare equals approximately 2.4710 acres

1 metric ton equals 1,000 kilograms or approxinya2e205 pounds.

We are not aware of any independent, authoritattuece of information regarding sizes, growth ratesnarket
shares for most of our markets. Accordingly, thaerket size, market growth rate and market shaienatgs
contained herein have been developed by us usitegnal and external sources and reflect our besewu
estimates. These estimates have not been confiogpngdiependent sources.

Percentages and certain amounts contained heregnbieen rounded for ease of presentation. Anyejismcies in
any figure between totals and the sums of the atsqresented are due to rounding.
GLOSSARY*

"assay value’s Chemical result or mineral component amount toattains the sample.

"average global metallurgical recoveries Percentage that measures the metallurgical nhesat
effectiveness based on the quantitative relatignbleitween the initial product contained in the
mine-extracted material and the final product poedlin the plant.

"average mining exploitation factot Index or ratio that measures the mineral exatawh effectiveness
(defined below), based on the quantitative relatigm between (in-situ mineral minus exploitation
losses) / in-situ mineral.

“Controller Group ” A person or company or group of persons or camigs that have executed a joint
performance agreement, that have a direct or ictdifgare in a company’s ownership and have the
power to influence the decisions of the companyesmagement.

"Corfo" Production Development Corporatio@drporacién de Fomento de la Produccipformed in
1939, a national organization in charge of prongt®hile’'s manufacturing productivity and
commercial development.

"cut-off grade" The minimal assay value or chemical amount eheaonineral component above which
exploitation is economical.

"dilution" Loss of mineral grade because of contaminatidgh arren material (or waste) incorporated in
some exploited ore mineral.

"exploitation losse$ Amounts of ore mineral that have not been exédin accordance with exploitation
designs.

"fertigation" The process by which plant nutrients are appiiethe ground using an irrigation system.



"geostatistical analysi$ Statistical tools applied to mining planningotpgy and geochemical data that
allow estimation of averages, grades and quantibésmineral resources and reserves.

"heap leaching A process whereby minerals are leached fromagher pad, of crushed ore by leaching
solutions percolating down through the heap andectd from a sloping, impermeable liner
below the pad.

"horizontal layering” Rock mass (stratiform seam) with generally umfdhickness that conform to the
sedimentary fields (mineralized and horizontal rocthese cases).

"hypothetical resource$ Mineral resources that have limited geochemieabnnaissance, based mainly
on geological data and samples assay values spat@den 500-1000 meters.

"Indicated Mineral Resourceé' See "Resources—Indicated Mineral Resource."
"Inferred Mineral Resource" See "Resources—Inferred Mineral Resource."

"industrial crops" Refers to crops that require processing aftenvds in order to be ready for
consumption or sale. Tobacco, tea and seed crepsxamples of industrial crops.

“Kriging Method” A technique used to estimate ore reserves, in wileh spatial distribution of
continuous geophysical variables is estimated usimgrol points where values are known.

"LIBOR" London Inter Bank Offered Rate.
"limited reconnaissancé Low or limited level of geological knowledge.
"Measured Mineral Resourcé See "Resources—Measured Mineral Resource."

"metallurgical treatment” A set of chemical and physical processes appiedocks to extract their
useful minerals (or metals).

"old waste ore deposits Ore deposits that have been previously minednbutentirely depleted because
of the low-grade quality of the ore.

"ore depth' Depth of the mineral that may be economicallpleited.

"ore typ€' Main mineral having economic value containedhia caliche ore (sodium nitrate or iodine).
"ore" A mineral or rock from which a substance havwiognomic value may be extracted.

"Probable Mineral Reservé See "Reserves—Probable Mineral Reserve."

"Proved Mineral Reservé See "Reserves—Proved Mineral Reserve."

"Reserves—Probable Mineral Reservé The economically mineable part of an Indicatstineral
Resource and, in some circumstances, Measured MiResource. The calculation of the reserves
includes diluting of materials and allowances fosses which may occur when the material is
mined. Appropriate assessments, which may indedsibility studies, have been carried out and
include consideration of and modification by re#ly assumed mining, metallurgical,
economic, marketing, legal, environmental, sociad governmental factors. These assessments
demonstrate at the time of reporting that extraci® reasonably justified. A Probable Mineral
Reserve has a lower level of confidence than aderdWineral Reserve.

"Reserves—Proved Mineral Reserv&é The economically mineable part of a Measuredndal
Resource. The calculation of the reserves incldilesing materials and allowances for losses
which may occur when the material is mined. Appiadp assessments, which may include
feasibility studies, have been carried out anduidel consideration of and modification by
realistically assumed mining, metallurgical, ecommmarketing, legal, environmental, social and
governmental factors. These assessments demenatrétie time of reporting that extraction is
reasonably justified.

"Resources—Indicated Mineral Resourc& That part of a Mineral Resource for which togea
densities, shape, physical characteristics, gramk raineral content can be estimated with a
reasonable level of confidence. The calculatiotased on exploration, sampling and testing
information gathered through appropriate technigiuems locations such as outcrops, trenches,
pits, workings, and drill holes. The locations &re widely or inappropriately spaced to confirm
geological continuity and/or grade continuity bu¢ &paced closely enough for continuity to be
assumed. An Indicated Mineral Resource has a ltevet of confidence than that applying to a
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Measured Mineral Resource, but has a higher Idvebfidence than that applying to an Inferred
Mineral Resource.

A deposit may be classified as an Indicated MinBesource when the nature, quality, amount
and distribution of data are such as to allow them@etent Person determining the Mineral
Resource to confidently interpret the geologicahnfework and to assume continuity of
mineralization. Confidence in the estimate is isiéht to allow the appropriate application of
technical and economic parameters and to enaldgalnation of economic viability.

"Resources—Inferred Mineral Resourc& That part of a Mineral Resource for which togeagrade
and mineral content can be estimated with a lowllef’confidence, by inferring them on the basis
of geological evidence and assumed but not verifjedlogical and/or grade continuity. The
estimate is based on information gathered throygitapriate techniques from locations such as
outcrops, trenches, pits, workings and drill holesd this information is of limited or uncertain
quality and/or reliability. An Inferred Mineral Reurce has a lower level of confidence than that
applying to an Indicated Mineral Resource.

"Resources—Measured Mineral Resour¢e The part of a Mineral Resource for which tonnadgnsities,
shape, physical characteristics, grade and mirenalent can be estimated with a high level of
confidence. The estimate is based on detailed alidble exploration, sampling and testing
information gathered through appropriate technigwes locations such as outcrops, trenches,
pits, workings, and drill holes. The locations apaced closely enough to confirm geological
and/or grade continuity.

A deposit may be classified as a Measured MirRRemglource when the nature, quality, amount and
distribution of data are such as to leave no restdendoubt, in the opinion of the Competent
Person determining the Mineral Resource, that tmmage and grade of the deposit can be
estimated within close limits and that any variatioom the estimate would not significantly affect
potential economic viability. This category reasra high level of confidence in, and
understanding of, the geology and controls of tlieenal deposit. Confidence in the estimate is
sufficient to allow the appropriate applicationte€hnical and economic parameters and to enable
an evaluation of economic viability.

“vat leaching” A process whereby minerals are extracted froraherd ore by placing the ore in large vats
containing leaching solutions.

"wastd' Rock or mineral which is not economical for niketaical treatment.

"Weighted Average Agé The sum of the product of the age of each fiasset at a given facility and its
current gross book value as of December 31, 20@idati by the total gross book value of the
Company's fixed assets at such facility as of Déxmr31, 2007.

*  The definitions we use for resources and reseavedased on those provided by thestituto de Ingenieros de
Minas de Chilg (Chilean Institute of Mining Engineers).

** The definition of a Controller Group that hasdmeprovided is the one that applies to the Compadlilean
law provides for a broader definition of a ConteolGroup.

SQM will provide a copy of any or all of the docume incorporated herein by reference (other thdmibés,
unless such exhibits are specifically incorporatgdreference in such documents), upon written af mquest.
Written requests for such copies should be direiegbciedad Quimica y Minera de Chile S.A., Elveaor 4285,
Piso 6, Santiago, Chile, Attention: Investor Relasi Department. Requests may also be made byhozled562-
425-2000), facsimile (562-425-2493) or e-mail (ig@scom).



CAUTIONARY STATEMENT REGARDING FORWARD-LOOKING STAT EMENTS

This Form 20-F contains statements that are or coagtitute forward-looking statements within theameg of
the Private Securities Litigation Reform Act of 599 These statements appear throughout this Forf &0d
include statements regarding the intent, beliefcorent expectations of the Company and its managem
including but not limited to any statements congegn

» the Company's capital investment program and dpwetmt of new products;
» trends affecting the Company's financial conditomesults of operations;
» level of production, quality of the ore and brinasd production yields;

» the future impact of competition;

* any statements preceded by, followed by, or thatude the words "believe,
"anticipate," "i should,"” "may¢could" or similar expressions; and

expect," "predict,"

intend," "estimate,
» other statements contained in this Form 20-F trehat historical facts.

Such forward-looking statements are not guarantédsture performance and involve risks and undetitzs.

Actual results may differ materially from those ddsed in such forward-looking statements includethis Form

20-F, including, without limitation, the informatiounder Item 4. Information on the Company and |t&m
Operating and Financial Review and Prospects. oFathat could cause actual results to differ nmgitgrinclude,

but are not limited to:

 SQM's ability to implement its capital expendityréscluding its ability to arrange financing when
required;

» the nature and extent of future competition in SQpincipal markets;

» political, economic and demographic developmenthénemerging market countries of Latin America and
Asia where SQM conducts a large portion of its hess; and

» the factors discussed below under Item 3. Keyrm#dion—Risk Factors.

Vi



PART I

ITEM 1. IDENTITY OF DIRECTORS, SENIOR MANAGEMENT AND ADVISE RS
Not Applicable.

ITEM 2. OFFER STATISTICS AND EXPECTED TIMETABLE
Not Applicable.

ITEM 3. KEY INFORMATION

3.A. Selected Financial Data

The following table presents selected consoliddieadncial information for SQM and one or more dof it
subsidiaries, as applicable, for each of the periadicated. This information should be read injaoction
with, and is qualified in its entirety by referentte the Audited Consolidated Financial Statemerftshe
Company as of December 31, 2007 and 2006 and &br &ahe three years in the period ended Decediber
2007. The consolidated financial statements asemfeinber 31, 2004 and 2003 and for the years théeden
are not included herein. The Company's Consolid&iadncial Statements are prepared in accordanite wi
Chilean GAAP, which differs in certain material pests from U.S. GAAP. Note 29 to the Consolidated
Financial Statements as of December 31, 2007 afié a0d for each of the three years in the periateén
December 31, 2007 provides a description of thacjpal differences between Chilean GAAP and U.S.
GAAP and a reconciliation of net income for the ngeanded December 31, 2007, 2006 and 2005 and total
shareholders' equity as of December 31, 2007 a@f 20U.S. GAAP.

Year ended December 31,

2007 2006 2005 2004 2003

Income Statement Data (in millions of US$) (1)
Chilean GAAP
Total Revenues 1,187.5 1,042.¢ 896.0 788.5 691.¢
Operating Income 259.5 219.¢ 181.2 124.1 87.3
Non-operating results, net (27.1) (36.1 (34.4) (17.6) (21.2
Net income 180.0 141.: 113.5 74.2 46.8
Net earnings per share (2) 0.68 0.5¢ 0.43 0.28 0.18
Net earnings per ADS (2) (3) 0.68 0.5¢ 0.43 0.28 0.18
Dividend per share (4)(5) 0.44 0.34¢ 0.279 0.182 0.08¢

Weighted average sharesuistanding

(000s) (2) 263,197 263,197 263,197 263,19 263,19°
U.S. GAAP
Total Revenues 1,187.5 1,042.¢ 896.0 788.5 691.¢
Operating Income 237.0 205.t 163.9 114.6 76.7
Non-operating results, net (6) 1.7 (14.1 (6.1) (1.6) 4.3
Equity participaﬁon in income (loss) of 36 e 26 1e 22
related companies, net ' ' ' ' '
Net income 192.7 154.: 125.2 86.8 57.8
Basic and diluted earnings per share 0.73 0.5¢ 0.48 0.33 0.22
Basic and diluted earnings per ADS (3) 0.73 0.5¢ 0.48 0.33 0.22

Weighted average shares outstanding

(000s)() 263,197 263,197 263,197 263,19 263,19



As of December 31,

2007 2006 2005 2004 2003
Balance Sheet Data: (In millions of US$)
Chilean GAAP:
Total assets 1,986.3 1,871.; 1,640.6 1,361. 1,363t
Long-term debt 486.7 480.7 100.0 200.0 260.(
Total shareholders' equity 1,182.4 1,085.¢ 1,020.4 948.6 890.(
Capital stock 477.4 477 .4 477.4 4774 477 .2
U.S. GAAP:
Total assets 1,959.6 1,846.( 1,609.0 1,318 1,319.¢
Long-term debt 485.0 478.5 100.0 200.0 260.(
Total shareholders' equity 1,084.1 994t 923.4 856.9 794.7
Capital stock 479.3 479.% 479.3 479.3 479.%

Note: The Corpany is not aware of any material differences betw€hilean and U.S. GAAP that are
addressed in Note 29 to the Consolidated Finagt&tements of December 31, 2007.
(1) Except shares outstanding, dividend and neiirggs per share and net earnings per ADS.
(2) There are no authoritative pronouncementsaeéléd the calculation of earnings per share in @zswe with Chilean GAAF
For comparative purposes the calculation has basadbon the same number of weighted average shatstanding as used fc
the U.S. GAAP calculation.
(3) The ratio of ordinary shares to Series A AD$s\0:1 for all periods reflected in the table.e Beries A ADSs were delist
from the New York Stock Exchange on March 27, 2008e ratio of ordinary shes to Series B ADSs changed from 10:1 to
on March 28, 2008. The calculation of earningsAIRS is based on the ratio of 1:1.

(4) Dividends per share are calculated based 01126524 shares for the periods ended Decembe2(8B, 2004, 2005, 260
and 2007.

(5) Dividends may only be paid from net income befaraortization of negative goodwill as determinedactordance wit
Chilean GAAP; see Item 8.A.8. Dividend Policy. Eividends in Ch$ see Item 8.A.8.Dividend PolicyBividends.

(6) Does not include equity participation in incoftass) of related companies, net.

EXCHANGE RATES

Chile has two currency markets, thercado Cambiario Formalor Formal Exchange Market, and the
Mercado Cambiario Informalor Informal Exchange Market. The Formal ExchaMgeket comprises banks
and other entities authorized by the Chilean Cétaak. The Informal Exchange Market comprisestmgi
that are not expressly authorized to operate irFtirenal Exchange Market, such as certain foreigrhamge
houses and travel agencies, among others. Thea@htentral Bank is empowered to determine thatiert
purchases and sales of foreign currencies be dastieon the Formal Exchange Market.

Both the Formal and Informal Exchange Markets aineed by free market forces. Current regulatioreuie
that the Chilean Central Bank be informed of carteansactions and that they be effected througt-tirmal
Exchange Market. For the purposes of the operatidhe Formal Exchange Market, the Chilean Cereaik
sets adolar acuerdg or Reference Exchange Rate. The Reference ExetRatg is reset daily by the Chilean
Central Bank, taking into account internal and exdkinflation and variations in parities betwele Chilean
peso and each of the U.S. dollar, the euro anddbanese yen at a ratio of 80:15:5, respectivelprder to
keep the average exchange rate within certaindjntiite Chilean Central Bank may intervene by buying
selling foreign currency on the Formal Exchange kdar



The ddlar observadp or Observed Exchange Rate, which is reported hey Ghilean Central Bank and
published daily in the Chilean newspapers, is cdeplby taking the weighted average of the previous
business day'’s transactions on the Formal Exchitagket. On September 2, 1999, the Chilean CentaakB
eliminated the band within which the Observed ExggaRate could fluctuate, in order to provide great
flexibility in the exchange market. Nevertheledse Chilean Central Bank has the power to intervene
buying or selling foreign currency on the FormalcBange Market to attempt to maintain the Observed
Exchange Rate within a desired range.

On April 10, 2008, the Chilean Central Bank decidedintervene in the Formal Exchange Market by
increasing the level of international reserves I88$8 billion. This intervention program is schedute take
place between April 14, 2008 and December 12, 2008 Central Bank decided to implement this progra
in order to strengthen the international liquidiiythe Chilean economy, in the face of recent wadaeilin the
global financial markets. In addition, the CenBaink considered that world economic conditions teused
the exchange rate between the Chilean peso andl helollar to fall below the level that should ya# under
normal economic conditions.

The Informal Exchange Market reflects transactioaigied out at an informal exchange rate, or tterinal
Exchange Rate. There are no limits imposed on #teneto which the rate of exchange in the Informal
Exchange Market can fluctuate above or below thee®led Exchange Rate.

The following table sets forth the annual low, higlverage and year-end Observed Exchange Rate.$or U
dollars for each year starting in 2003 as repobgdhe Chilean Central Bank. The Federal Reservek Bé
New York does not report a noon buying rate forl€tr pesos.

On May 31, 2008, the Observed Exchange Rate wad 6 = US$1.00.

Observed Exchange Rate (1)

Ch$ per US$
Year/Month Low (1) High (1) Average Year/Month
(2)(3) End
200s¢ 593.10 758.21 687.50 599.40
200¢ 559.21 649.45 612.13 559.83
200¢ 509.70 592.75 559.27 514.21
200¢ 511.44 549.63 531.03 534.43
2007 493.14 548.67 521.95 495.82
Dec-0; 495.49 506.79 499.28 495.82
Jan-0t 463.58 498.05 480.90 465.30
Feb-0¢ 458.02 476.44 467.22 458.02
Mar-0¢ 431.22 454.94 442.94 439.09
Apr-08 433.98 459.16 446.43 459.16
May-0€ 461.49 479.66 470.10 479.66
Source: Central Bank of Chile
1) Observed exchange rates are the actual highoandn a day-to-day basis, for each period.
) The yearly average rate is calculated as tkeage of the exchange rates on the last day ofreaalth during the period.
3) The monthly average rate is calculated on atdalay basis for each month.

3.B. Capitalization and Indebtedness
Not applicable.



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

3.D. Risk Factors

Our operations are subject to certain risk factbet may affect SQM's financial condition or resudif
operations. In addition to other information coméal in this Annual Report on Form 20-F, you should
consider carefully the risks described below. €hasks are not the only ones we face. Additiotskis not
currently known to us or that are known but we ently believe are not significant may also affeat o
business operations. Our business, financial tondor results of operations could be materiaffeeted by
any of these risks.

Risks Relating to our Business

Our sales to emerging markets expose us to riskistesl to economic conditions and trends in those
countries

We sell our products in more than 100 countriesiadathe world. In 2007, approximately 43% of oales
were made to emerging market countries: (i) appnakely 14% in Central and South America, excluding
Chile; (ii) approximately 19% in Chile; and (iiilpproximately 10% in Asia, excluding Japan. We expe
expand our sales in these and other emerging nsainkethe future. The results of and prospectsoiar
operations in these countries and other countriewhich we establish operations can be expectebeto
dependent, in part, on the general level of palitistability and economic activity and policies timse
countries. Future developments in the politicaltegns or economies of these countries or the ingaiéation

of future governmental policies in those countriesjuding the imposition of withholding and othizixes,
restrictions on the payment of dividends or rep#ith of capital or the imposition of new environted
regulations or price controls, could have a matedaerse effect on our sales or operations indltosintries.

Volatility of world fertilizer and chemical priceand changes in production capacities could affeairo
business, financial condition and results of opei@ts

The prices of our products are determined prinbigaf world prices, which in some cases have bedpest

to substantial volatility in recent years. Worldrtflizer and chemical prices vary depending upbae t
relationship between supply and demand at any dive®. Furthermore, the supply of certain ferélig or
chemical products, including certain products tka provide, varies principally depending upon the
production of the major producers (SQM included] Hreir respective business strategies.

In particular, during 2007 world prices of potassibased commodity fertilizers increased steadity] these
price increases have been even more pronouncedgdiné first five months of 2008. These globakeri
increases should result in increases in the potesir potassium-based specialty plant nutrients @m the
prices of the potassium chloride we sell to thiagties. We cannot assure you that this trendowititinue.

During the last two decades, world iodine pricesehdisplayed volatility in response to supply amsindnd
conditions. lodine prices have followed an upwémehd since late 2003, reaching an average price of
approximately US$23.60 per kilogram in 2007. Werza assure you that this trend will continue.

We started production of lithium carbonate from tirenes of the Salar de Atacama in October 1996 and
started selling lithium carbonate commercially andary 1997. Our entry into the market created an
oversupply of lithium carbonate, resulting in amlio prices from over US$3,000 per ton before miryeto

less than US$2,000 per ton. At the end of 200i¢eprwere higher than US$6,000 per ton. We belibee
increase in prices was mainly due to the high gnowtdemand, which had not been fully balancedHhsy t
supply of lithium carbonate. However, during 206@w producers entered the market, helping to balan
supply and demand, and therefore we believe pnegsdecrease.



We expect that prices for the products we manufaatull continue to be influenced, among other ¢jsinby
supply and demand factors and the business statedi major producers. Some of the major producers
(including SQM) have increased or have the abiiityincrease production. As a result, the pricepwf
products may be subject to substantial volatili#k.substantial decline in the prices of one or mof@ur
products could have a material adverse effect oosiness, financial condition and results of apiens.

Our exposure to unrecoverable accounts receivabbgyrsignificantly increase

The strong increases observed in world fertilizécgs during the first few months of 2008 have heslin
increases in our accounts receivable. Should ttkisd continue, our exposure to uncollectible ant®u
receivable may increase. Although we take stepsitimize the risk of losses from bad debt, sucthasuse
of credit risk insurance and letters of credit &oportion of our accounts receivable, a substamé@kase in
such losses could have a material adverse effestiobusiness, financial condition and resultspdrations.

New production of lithium carbonate in China

Currently there are several projects for the exjppan®f lithium carbonate production capacity being
developed by Chinese competitors. As there is dichinformation on the status of these projects amnot
make accurate projections regarding their capactied the dates on which they will become operation
However, should significant new production volureaser the market in the near term, we believe thetd

be a reduction in prices and volumes that coulclmasignificant negative impact on the Companysnass,
financial condition or results of operations.

We have an ambitious capital expenditure progranatlis subject to significant risks and uncertainse

Our business is capital intensive. Specificallye texploration and exploitation of reserves, minigd
processing costs, the maintenance of machineryegoipment and compliance with applicable laws and
regulations require substantial capital expendstur&Ve must continue to invest capital to maintainto
increase our exploitation levels and the amourfinriéhed products we produce. We require enviramale
permits for our new projects. Obtaining permitc@ntain cases may cause significant delays inxbeution
and implementation of such new projects and, caresaity, may require us to reassess the related &sk
economic incentives. No assurance can be madentatill be able to maintain our production levels o
generate sufficient cash flow, or that we will haaeress to sufficient investments, loans or othamting
alternatives to continue our exploration, explaitatand refining activities at or above presenelsyor that
we will be able to implement our projects or reeeilie necessary permits required for them in tidms. or
all of these factors may have a material advergganon our business, financial condition and tesof
operations.

Currency fluctuations may have a negative effect our financial results

The Chilean peso has been subject to large dei@isaand revaluations in the past and may be sutgec
significant fluctuations in the future. We transacsignificant portion of our business in U.S. dd| and the
U.S. dollar is the currency of the primary economitvironment in which we operate and is our fumelo
currency for financial statement reporting purpogesignificant portion of our operating costs, hewer, are
related to the Chilean peso. Therefore, an increaskecrease in the exchange rate between thea@hieso
and the U.S. dollar would affect our costs of piithn. As of December 31, 2007, the Chilean pest h
appreciated approximately 7.2% against the U.Saduwlith respect to December 31, 2006, and thisdtteas
continued during the first few months of 2008. &sesult, our peso-denominated costs have increased
this trend may continue in the future.

Additionally, as an international company operatimghile and several other countries, we tranagmbrtion
of our business and have assets and liabiliti€Shitean pesos and other non-U.S. dollar currenciesh as
the euro and the South African Rand, among othssa result, fluctuations in the exchange ratesumfh
foreign currencies to the U.S. dollar may affeat lousiness, financial condition and results of afiens.



Sustained high raw materials and energy prices abgbntinue to increase our production costs and tok
goods sold

We rely on certain raw materials and various sauafeenergy (diesel, electricity, natural gas, failand
others) to manufacture our products. Purchasesvwofmaterials that we do not produce and energytitotesa
significant part of our cost of sales (approximateB.5% in 2007). To the extent we are unable s pmm
increases in raw materials and energy prices tacostomers, our business, financial condition aslts of
operations could be adversely affected.

Our reserves estimates could significantly vary

Our mining reserves estimates are prepared by ewotogists. Estimation methods involve numerous
uncertainties as to the quantity and quality ofribgerves, and these could change, up or downwhwaard
change in the quantity and/or quality of our ressreould affect future volumes and costs of pradocand
therefore have a negative impact on our busingsmdial condition and results of operations.

Quality standards in markets where we sell our puats could become stricter over time

In the markets where we do business, customers impgse quality standards on our products and/or
governments may enact stricter regulations fordib&ibution and/or use of our products. As a resu may

not be able to sell our products if we cannot nsemth standards. In addition, our cost of productitay
increase in order to meet any such newly promutbatandards. Failure to sell our products in onenore
markets or to important customers could materialfiect our business, financial condition or resulfs
operations.

Our business is subject to many operating and othisks for which we may not be fully covered in our
insurance policies

Our facilities located in Chile and abroad are megluagainst losses, damages or other risks byansar
policies that are standard for the industry and #auld reasonably be expected to be sufficienphydent

and experienced persons engaged in a businessioebses similar to ours. Nonetheless, we may lhecu
to certain events that may not be covered undeint@ance policies, and that could materially etffeur

financial condition or results of operations.

We face significantly higher energy costs as a riési the natural gas shortage in Chile

As part of a cost reduction effort, in 2001 we ocected our facilities to a natural gas network. mhtural gas,
which originates in Argentina and is subject toCaygar agreement, is used mainly for heat generataur
industrial facilities. Due to energy shortages igéntina, in 2004 local authorities began to restkports of
natural gas to Chile in order to increase the suppltheir domestic markets. Additionally, evenubb we
have long-term price agreements related to nagasl the Argentinean government has increased taxgas
exports and there can be no assurance that thegovitlo so again in the future.

We suffered partial shortages of natural gas du@ig4, 2005 and 2006, and during 2007, we received
practically no natural gas. We believe this sitwratvill continue and that during 2008 we will lilgereceive
little or no natural gas from Argentina. Most afrandustrial equipment that uses natural gas tsmaperate

on fuel oil, and the remaining equipment can ogemt diesel. However, the cost of fuel oil and elies
significantly higher than the cost of natural gasd therefore we have recently faced significahityher
energy costs. We expect this situation to contirunel therefore we expect the reduction in our rahtyas
supply to continue to have an adverse effect orbasiness, financial condition and results of opena.



Decline in the supply of natural gas is negatived§fecting the supply of electricity in the NortherRower
Grid

The natural gas supply crisis discussed above laasgthe Northern Power Gri8iétema Interconectado del
Norte Grandeor “SING”) under significant stress. The combipatiof the lack of natural gas received from
Argentina during 2007 and additional events, sushllamages from an earthquake in November 2007, have
made this situation even more critical. Continga@ss on the Northern Power Grid could lead tgséem
failure that would then affect the supply of elagity. Restrictions on the Company’s electricitynsamption
could affect our operations, potentially decreasingproduction volumes and increasing our progductiosts.

Decline in the supply of natural gas and increasirgiobal oil prices could negatively affect our etecity
contracts

As the supply of natural gas continues to be uageras discussed above, and oil prices continilectease,
we are faced with the potential early terminatijoartial amendment or temporary suspension of auy-term
electricity supply contracts. We maintain contsaatith two main utilities in Chile, ElectroandinaAS and
Norgener S.A., and both have sought relief fromtérens of their electricity supply agreements, arguhat
certain unforeseen events have restricted the gl increased the price of gas from Argentina. aXesult
of the requests, we entered into negotiations tiaguh new tariffs that have a negative effectoom results of
operations. Further increases in the cost of gnesgld prompt these companies to once again semlotify,
terminate or suspend these contracts. If that weereappen, and these companies were to prevahyn
resulting arbitration proceedings, our businesgrfcial condition and results of operations cowdiaterially
adversely affected.

During 2007, purchases of electricity represenfgar@imately 4.1% of our cost of sales.
We are exposed to labor strikes and liabilities tltauld impact our production levels and costs

Of our permanent employees in Chile, 70% are reptesl by 31 labor unions, which represent their begm
in collective bargaining negotiations with the Canp. Accordingly, we are exposed to labor strikest t
could impact our production levels. Should a stokeur and extend for a sustained period of time cauld

be faced with increased costs and even disruptia@ui product flow that could have a material adgezffect
on our business, financial condition or resultgérations.

In 2006, the Chilean Congress amended the Laboe,Godl effective January 15, 2007, certain changes
made, affecting companies that hire subcontrat¢toggovide certain services. This new law, knownttee
“Law on Subcontracting”, establishes a new requaeimthat applies in the event of accidents in the
workplace. The law states that when a seriousdantioccurs, the company must halt work at thevgitere
the accident took place until authorities from t&tional Geology and Mining Service inspect the sihd
prescribe the measures the company must take terréuture risks. Work may not be resumed uthtd t
company has taken the prescribed measures, apetiogl of time before work may be resumed mayftasa
number of hours, days, or longer. The effectshif hew law could have a material adverse effecown
business, financial condition or results of operadi

Pending lawsuits could adversely impact us

We are party to lawsuits and arbitrations involvicwmmercial matters. Although we intend to defend o
positions vigorously, our defense of these actimay not be successful. Judgment in or settlemetiexfe
lawsuits may have an adverse effect on our finhwroiadition or results of operations. See Item.B.Aegal
Proceedings and Note 23 to the Consolidated Finh8tatements. Furthermore, our strategy of beiwoprd
leader includes entering into commercial and prtdoalliances, joint ventures and acquisitionsniprove
our global competitive position. As these operatiamcrease in complexity and are carried out ifiedgt
jurisdictions, our Company might be subject to legaceedings that, if settled against us, couldeha
significant impact on the Company's business, fifercondition or results of operations.
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Risks Relating to Chile

As we are a Chilean-based company, we are expaséthtlean political risks

The prospects and results of operations of the @ompould be affected by changes in policies oiChéean
government, other political developments in or etifeg Chile, and regulatory and legal changes or
administrative practices of Chilean authoritiesgrowhich the Company has no control.

Changes in mining and water rights laws or in reguions affecting port concessions could affect our
operating costs

We conduct our mining (including brine extractiaperations under exploitation and exploration cesmms
granted in accordance with provisions of the Chil&onstitution, and the Constitutional Mining Lawda
related statutes. Our exploitation concessionsnéiaflg grant a perpetual right to conduct miningecations
in the areas covered by the concessions, provitddie pay annual concession fees (with the e>arepfi the
Salar de Atacama rights, which have been leased tmtil 2030). Our exploration concessions peusito
explore for mineral resources on the land covehnedeby for a specified period of time, and to sghsatly
request a corresponding exploitation concession.

In addition, we operate port facilities at TocogilChile, for the shipment of our products anddbkvery of
certain raw materials, pursuant to concessiongggdoy Chilean regulatory authorities. These cosioes are
renewable provided that we use such facilitiesutlsaized and pay annual concession fees.

Any significant changes to any of these concessamgd have a material adverse impact on our basjne
financial condition and results of operations.

We hold water rights that are key to our businesstbpment. These rights were obtained from thikc@m
Water Authority for a supply of water from riverachwells near our production facilities, which welibve
are sufficient to meet current operating requireisieHowever, the Water Code is subject to changbih
could have a material adverse impact on our busjrgmncial condition and results of operatiohsw No.
20,017, published on June 16, 2005, modified thée@&h laws relating to water rights. Under certain
conditions, these modifications allow the consiitaitof permanent water rights of up to 2 liters pecond for
each well built prior to June 30, 2004, in the tomas where we conduct our mining operations. Stuglfits
may be constituted in favor of parties that reqeestater rights prior to January 1, 2000, when secjuest
had not yet been processed as of June 16, 200&nktituting these new water rights, the law dussfactor
in the availability of water, or how the new rightey affect holders of existing rights. Therefdhe amount
of water we can effectively extract based on oustarg rights could be reduced if these additiongthts are
exercised. These and other potential future cratg¢he Water Code could have a material advenpadt
on our business, financial condition and resultspsrations.

The Chilean government could levy additional taxes corporations operating in Chile

In 2005, the Chilean Congress approved Law No.2ZB)(@lso known as the “Royalty Law”) establishing a
royalty tax to be applied to mining activities deped in Chile. We cannot assure you that the iwayhich
the Royalty Law is interpreted and applied will mbiange in the future. In addition, the Chilearv&ament
may decide to levy additional taxes on mining conigg or other corporations in Chile. Such chargesd
have a material adverse impact on our businesmdial condition and results of operations.

Environmental laws and regulations could expose tashigher costs, liabilities, claims and failure tmeet
current and future production targets

Our operations in Chile are subject to a varietynafional and local regulations relating to envinemtal
protection. The main environmental laws in Chile the Health Code and Law No. 19,300, which werref
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as the “Chilean Environmental Framework Law.” Tokeilean Environmental Framework Law created the
Comision Nacional del Medio AmbiengiNational Environmental Commission” or “CONAMA"\which is

the government agency in charge of supervising dhe compliance with the Chilean Environmental
Framework Law. Under this law, we are requireccémduct environmental impact studies of any future
projects or activities (or their significant mod#gitions) that may affect the environment. CONAMAleates
environmental impact studies submitted for its appl and oversees the implementation of projedibe
Chilean Environmental Framework Law also enablégapr citizens, public agencies or local authositie
challenge projects that may affect the environmeitiher before these projects are executed or theeare
already operating. Enforcement remedies availaidtude fines and temporary or permanent closure of
facilities.

Chilean environmental regulations have become asingly stringent in recent years, both with respecthe
approval of new projects and in connection with implementation and development of projects already
approved. This trend is likely to continue. Fertiore, recently implemented environmental regotetihave
created uncertainty because rules and enforcenmracequres for these regulations have not been fully
developed. Given public interest in environmemtalorcement matters, these regulations or theilicgion
may also be subject to political considerations &éna beyond our control.

We continuously monitor the impact of our operadi@m the environment and have, from time to timagden
modifications to our facilities to minimize any age impact. Except for particulate matter leesiseeding
permissible levels in Maria Elena facilities (seem 4.B. Business Overview—Safety, Health and
Environmental Regulations), we are currently in ptamce in all material respects with applicable
environmental regulations in Chile of which we aware. Future developments in the creation or
implementation of environmental requirements, dhigir interpretation, could result in substanyidticreased
capital, operation or compliance costs or othervddeersely affect our business, financial conditeord
results of operations.

In connection with our current investments at tredaS de Atacama we have obtained approval for an
environmental impact assessment study that allesvsouncrease brine and water extraction, subjec t
rigorous environmental monitoring system. The sgswof these investments is dependent on the loehavi
the ecosystem variables being monitored over tithéhe behavior of these variables in future yedwss not
meet environmental requirements, our operation beagubject to important restrictions by the autiesion

the maximum allowable amounts of brine and watéraekon.

In connection with our future investments in nigraind iodine operations, we have submitted andoéxpe
submit several environmental impact assessmeniestud he success of these investments is depeadehe
approval of such submissions by the pertinent gowental authorities.

Furthermore, the future development of the Compdegends on our ability to sustain future production
levels, which require additional investments angl shibmission of the corresponding environmentalachp
assessment studies. If we fail to obtain appraMa,ability to maintain production at specifiedrdés will be
seriously impaired, thus having a material adverffect on our business, financial condition or Hessof
operations.

Our worldwide operations are also subject to emvirental regulations. Since laws and regulationthén
different jurisdictions in which we operate may ©ba, we cannot guarantee that future laws, or by
existing laws, will not materially impact our buegs, financial condition or results of operations.

Our financial statements are reported, and our dieinds are declared, based on Chilean GAAP, which
generally differs from U.S. GAAP

There are important differences between Chilean BAakd U.S. GAAP. As a result, Chilean financial
statements and reported earnings generally difi@m fthose that are reported based on U.S. GAAP. In
particular, our earnings and the amount of dividetiéit we declare under Chilean GAAP may be sulijeat
higher degree of fluctuation as compared to U.S.ABAdue to accounting pronouncements or other
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modifications required under Chilean GAAP. Note t89%the consolidated Financial Statements includes a
description of differences and a reconciliationttid net income and shareholders’ equity amountsriegh
under Chilean GAAP to U.S. GAAP.

Risks related to our financial activities

Interest rate fluctuations may have a material imgteon our financial results

We maintain short and long-term debt priced at LIBlus a spread. As we do not have derivative
instruments to hedge the LIBOR, we are subjecluittidations in this rate. As of December 31, 200& had
approximately 36% of our financial debt priced #8QR, and therefore significant increases in the cauld
impact our financial condition.

Risks related to our shares and to our ADSs

The price of our ADSs and the U.S. dollar value arfy dividends will be affected by fluctuations ing U.S.
dollar/Chilean peso exchange rate

Chilean trading in the shares underlying our ADSsdnducted in Chilean pesos. The depositary edéive
cash distributions that we make with respect tostheres in pesos. The depositary will convert esos to
U.S. dollars at the then prevailing exchange matmaake dividend and other distribution paymentesapect of
ADSs. If the value of the peso falls relative te U.S. dollar, the value of the ADSs and any itistions to
be received from the depositary will decrease.

Developments in other emerging markets could mad#yi affect the value of our ADSs

The Chilean financial and securities markets aveyarying degrees, influenced by economic and ntarke
conditions in other emerging market countries @iaes of the world. Although economic condition® ar
different in each country or region, investor r@attto developments in one country or region cameha
significant effects on the securities of issuersother countries and regions, including Chile aratir.
America. Events in other parts of the world mayehan adverse effect on Chilean financial and $éesir
markets and on the value of our ADSs.

The volatility and low liquidity of the Chilean secities markets could affect the ability of our sheholders
to sell our ADSs

The Chilean securities markets are substantialigllem less liquid and more volatile than the majecurities
markets in the United States. The volatility ane lauidity of the Chilean markets could increake price
volatility of our ADSs and may impair the ability a holder to sell our ADSs into the Chilean markethe
amount and at the price and time he wishes to do so

Our share price may react negatively to future adgjtions and investments

As world leaders in our core businesses, part ofstnategy is to constantly look for opportunitibst will
allow us to consolidate and strengthen our conipetfiosition. Pursuant to this strategy, we maynftone to
time, evaluate and eventually carry out acquisiticglating to any of our businesses or to new lessies in
which we believe we may have sustainable competéivantages. Depending on our capital structutieea
time of such acquisitions, we may need to raisaifsagnt debt and/or equity which will affect ouinéncial
condition and future cash flows. Any change in fimancial condition could affect our results of ogtions,
negatively impacting our share price.

You may be unable to enforce rights under U.S. Seties Laws

Because we are a Chilean company subject to Chiidegrthe rights of our shareholders may diffemirthe
rights of shareholders in companies incorporatethénUnited States, and you may not be able toreafor
may have difficulty enforcing rights currently iffect under U.S. Federal or State securities laws.
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Our Company is asbciedad anénima abiertgopen stock corporation) incorporated under thasl of the
Republic of Chile. Most of SQM's directors andicgfs reside outside the United States, princigall€hile.
All or a substantial portion of the assets of thesesons are located outside the United States result, if
any of our shareholders, including holders of oSS, were to bring a lawsuit against our officers o
directors in the United States, it may be diffidialt them to effect service of legal process witthie United
States upon these persons. Likewise, it may bécdlifffor them to enforce judgments obtained in tgdi
States courts based upon the civil liability pravis of the federal securities laws of the Unit¢até&s against
them in United States courts.

In addition, there is no treaty between the Uni¢akes and Chile providing for the reciprocal ecéonent of
foreign judgments. However, Chilean courts havered judgments rendered in the United States,igiedv
that the Chilean court finds that the United Statesrt respected basic principles of due procesdspaiblic
policy. Nevertheless, there is doubt as to whesimeaction could be brought successfully in Chilehia first
instance on the basis of liability based solelyrupioe civil liability provisions of the United Stst federal
securities laws.

As preemptive rights may be unavailable for our AD®Iders, they have the risk of their holdings bgin
diluted if we issue new stock

Chilean laws require companies to offer their shalgers preemptive rights whenever selling new eshaif
capital stock. Preemptive rights permit holdersni@intain their existing ownership percentage iromgany
by subscribing for additional shares. If we inceeasir capital by issuing new shares, a holder magsibe
for up to the number of shares that would prevéatidn of the holder's ownership interest.

If we issue preemptive rights, United States haldgrADSs would not be able to exercise their sgirless a
registration statement under the Securities Actewedffective with respect to such rights and theresha
issuable upon exercise of such rights or an exemgtiom registration were available. We cannot gssu
holders of ADSs that we will file a registratiorament or that an exemption from registration \#l
available. We may, in our absolute discretion,adeaot to prepare and file such a registratiotestant. If
our holders were unable to exercise their preerapights because SQM did not file a registrati@ieshent,
the depositary would attempt to sell their rightsl alistribute the net proceeds from the sale tanthadter
deducting the depositary's fees and expensese dpositary could not sell the rights, they wangire and
holders of ADSs would not realize any value froranth In either case, ADS holders' equity interessQM
would be diluted in proportion to the increase @MBs capital stock.

If the Company were classified as a Passive Foreifivestment Company there could be adverse
consequences for U.S. investors

We believe that we were not classified as a pasfiveign investment company, or PFIC, for 2007.
Characterization as a PFIC could result in adver&: tax consequences to you if you are a U.S sioven
our shares or ADSs. For example, if we (or angwfsubsidiaries) are a PFIC, our U.S. investorg bezome
subject to increased tax liabilities under U.S.ltaxs and regulations and will become subject taéasome
reporting requirements. The determination of waetar not we (or any of our subsidiaries or portfol
companies) are a PFIC is made on an annual basiwidrdepend on the composition of our (or thémome
and assets from time to time. See Item 10. E T@xat United States Tax Considerations — Passiveiio
Investment Company Considerations.
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ITEM 4. INFORMATION ON THE COMPANY

4.A. History and Development of the Company

Historical Background

Sociedad Quimica y Minera de Chile S.A. "SQM" isamen stock corporatiorsgciedad andénima abierta
organized under the laws of the Republic of Chilthe Company was constituted by public deed issued
June 17, 1968 by the Notary Public of Santiago, $#rgio Rodriguez Garcés. Its existence was apgrby
Decree No. 1.164 of June 22, 1968 of the MinisfrfFioance, and it was registered on June 29, 10684
Registry of Commerce of Santiago, on page 4.5371Ni92. SQM's headquarters are located at El Tava
4285, Piso 6, Las Condes, Santiago, Chile. Thepgaowis telephone number is +56 2 425-2000.

Commercial exploitation of the caliche ore depositaorthern Chile began in the 1830s, when sodiitrate
was extracted from the ore for use in the manufagjuof explosives and fertilizers. By the end bEt
nineteenth century, nitrate production had becohee léading industry in Chile and the country was th
world's leading supplier of nitrates. The accatazommercial development of synthetic nitrateth@1920s
and the global economic depression in the 1930secha serious contraction of the Chilean nitratnass,
which did not recover significantly until shorthetore the Second World War. After the war, theesgjpread
commercial production of synthetic nitrates resllite a further contraction of the natural nitratelustry in
Chile, which continued to operate at depresseddernt the 1960s.

SQM was formed in 1968 through a joint venture leetawv Compafiia Salitrera Anglo Lautaro S.A. (“Anglo
Lautaro”) and Corporacion de Fomento de la ProduccidfProduction Development Corporation” or
“Corfo”), a Chilean government entity. Three yeaf®r our formation, in 1971, Anglo Lautaro soltlclits
shares to Corfo and we were wholly owned by thdeahi Government until 1983. In 1983, Corfo began a
process of privatization by selling our sharesh®public and subsequently listing such sharehersantiago
Stock Exchange. By 1988, all of our shares werdigybowned. Our Series B ADRs have traded on the
NYSE under the ticker symbol “SQM” since 1993.

Since its inception, in addition to producing nieéi the Company has produced iodine, which isfalsod in
the caliche ore deposits in northern Chile.

Between the years 1994 and 1999, we invested ajppaitely US$300 million in the development of thdeBa
de Atacama project in northern Chile. The projaeblved the construction of a potassium chloritenp a
lithium carbonate plant, a potassium sulfate planti a boric acid plant.

To help finance the above projects, we accesseitidrmational capital markets by issuing additidheries B
ADRs on the New York Stock Exchange in 1995. 189 %e issued additional Series A shares, which were
also listed on the New York Stock Exchange as ADEffective March 27, 2008, the Company voluntarily
delisted its Series A ADR (“SQM-A") from the New WoStock Exchange.

During the period from 2000 through 2004 we priadlip consolidated the investments carried out i@ th
preceding five years. We focused on reducing arstisimproving efficiencies throughout the organat

Since 2005, we have strengthened our leaderstgprimain businesses by increasing our capital edipee
program and making appropriate acquisitions anddditures. During this period we acquired Kefcdimbai
and the iodine business of DSM. We also sold caikesin the Italian subsidiary Impronta S.R.L. ahd t
Mexican Subsidiary Fertilizantes Olmeca; these ssaldowed SQM to concentrate its efforts on itsecor
products. In 2007, we completed the constructiba aew prilling and granulating plant. We alsarttd
construction of our lithium carbonate capacity exgan and began work on the engineering stagensva
potassium nitrate plant.
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Capital Expenditure Program

We are constantly reviewing different opportunittesimprove our production methods, increase prodnc
capacity of existing products and develop new pectalland markets. Additionally, significant capital
expenditures are required every year in order stasuour production capacity. We are focused arldping
new products in response to identified customerateimas well as new products that can be derivedaof
our existing production or other products that dofit our long-term development strategy. Our calpit
expenditures in the past five years were mainlgteel to the acquisition of new assets, construaifomew
facilities and renewal of plant and equipment.

SQM's capital expenditures in the 2005-2007 penietk the following:

2007 2006(2) 2005(3)
(in millions of US$)
Capital Expenditures (1) 185.0 290.5 198.1

(1) For purposes of this item, capital expenditumetude investments aimed at sustaining, imprown@creasing production
levels, including acquisitions and investments etated companies. Amounts set forth in this taldendt match the
consolidated statements of cash flows, as the Coyngl@es not consolidate development stage companies

(2) Includes acquisition of DSM’s lodine business fdotal of US$72 million, plus all the cash, accaurgceivable and final
product inventories minus the total liabilitiestbé Chilean and Dutch companies considered inrémsaction.

(3) Includes acquisition of Kefco in Dubai (US$9.3 roifl)

We have developed a capital expenditure prografdingafor investments totaling approximately US$320
million for the year 2008 and a total of approxislgtUS$680 million during 2009 and 2010. The main
purpose of our capital expenditure program is tweéase the production capacities of several ofpooducts,
including the completion of the lithium carbonai@ansion (by approximately 30%), as well as exparsin
natural nitrates (by approximately 25%), potasshamed products from the Salar de Atacama (by
approximately 25%) and iodine (by approximately 25%

During 2007, the Company had total capital expemes of approximately US$185.0 million, primarily
relating to:

. the Maria Elena project including a new crushirmlifs;

. completion of the new prilling and granulating fagilocated at Coya Sur;

. expansion of lithium carbonate facility;

. construction of new evaporation ponds at the Sidaktacama;

. upgrade of our railroad system to handle expandeddaity; and

. various projects designed to maintain capacitygiase yields and lower costs.

The Company has budgeted for 2008 total capitatedipures of approximately US$320 million, primgril
relating to:

. completion of lithium carbonate facility expansion;

. new potassium nitrate production facility at Coya;S

. start-up of investments related to increase pradiiatapacity of potassium-based products at the

Salar de Atacama,;

. upgrade of our railroad system to handle expandpddity;

. construction of a new mining camp at Maria Elemat a

. various projects designed to maintain capacityreiase yields and reduce costs.

For 2009 and 2010, we estimate total capital exjpemsd of approximately US$680 million, primarilgrf (i)

the completion of the potassium nitrate productfiacility at Coya Sur; (ii) the increase in the puotion

capacity of potassium-based products; (iii) a portof the investments necessary to increase iodirtke
nitrates production capacity; (iv) upgrade of oailroad system to handle expanded capacity; (viouar
projects designed to maintain capacity, increasklyiand lower costs.
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4.B. Business Overview

The Company

We believe we are the world’s largest integratemtipcer of potassium nitrate, iodine and lithiumbcaate.
We also produce other specialty plant nutrientgl{sas potassium sulfate), potassium chloride, ®dind
lithium and their derivatives, and certain indwdtéhemicals, including industrial nitrates, and imgort and
commercialize other commodity fertilizers in Chif@ur products are sold in over 100 countries thhoagr
worldwide distribution network and we generate appnately 81% of our revenues from countries owtsid
Chile. Our products are mainly derived from minedaposits found in northern Chile, specifically thre
Tarapaca and Antofagasta Regions, where we min@racgss caliche ore and brine deposits. The eabich
in northern Chile contains the largest known nitranhd iodine deposits in the world and is the werthly
commercially exploited source of natural nitrafBlse brine deposits of the Salar de Atacama, aesaitusted
depression within the Atacama Desert in northeribeCbontain high concentrations of lithium and gestium
as well as significant concentrations of sulfatd baron.

From our caliche ore deposits, we produce a witgeaof nitrate-based products used for speciakytpl
nutrition and industrial applications, as well asline and iodine derivatives. At the Salar de Atagzawe

extract brines rich in potassium, lithium, sulfared boron, in order to produce potassium chlofpd¢éassium

sulfate, lithium solutions, boric acid and bischeffmagnesium chloride). We produce lithium carberand

lithium hydroxide at a plant near the city of Ardagasta, Chile, from the solutions brought from $tadar de

Atacama. We market all of these products througbsaablished worldwide distribution network.

Our products are divided into five main categorgsecialty plant nutrients, iodine and its derivedi, lithium
and its derivatives; industrial chemicals; and psiam chloride and other commodity fertilizers. Gaky
plant nutrients are fertilizers that enable farnmtersnprove yields and quality of certain cropddite, lithium
and their derivatives are used in human nutritipharmaceuticals and other industrial applications.
Specifically, iodine and its derivatives are maioked in the x-ray contrast media and biocidesstiiis and

a growing application is in the production of patarg film, which is an important component in ligwcrystal
display (“LCD") screens. Lithium and its derivagiy are mainly used in batteries, greases and fénits
production of ceramics. Industrial chemicals haweide range of applications in certain chemicalcesses
such as the manufacturing of glass, explosivescanamics, and more recently, industrial nitrates l@ing
used in solar energy plants as a means for entwggge. Potassium chloride is a commodity fedilithat is
produced and sold by the Company, primarily in @lelean market. In addition, we complement our
portfolio of plant nutrients in Chile by importirgher commodity fertilizers.

For the year ended December 31, 2007, we had resenfi US$1,187.5 million, operating income of
US$259.5 million and net income of US$180.0 million

Specialty Plant Nutrition We produce five principal types of specialty plawtrients: potassium nitrate,
sodium nitrate, sodium potassium nitrate, potassuifate and specialty blends. All of these sgscialant
nutrients are used in either solid or liquid forrainly on high value crops such as fruits, vegesbtedustrial
crops, cereals and cotton, and they are widely ursedops that employ modern agricultural techngaech
as hydroponics, greenhousing, fertigation (wherglifeer is dissolved in water prior to irrigatio@nd foliar
application. According to the type of use or aggiiion the products are marketed under the brands:
Ultrasol™ (fertigation), Qrop™ (field application}speedfol™ (foliar application), Allganic™ (organic
farming) and Nutrilake™ (aquaculture). Specialtanp nutrition has certain advantages over commodit
fertilizers, such as rapid and effective absorpifaithout requiring nitrification), superior wataolubility,
alkaline pH (which reduces soil acidity) and loware content. These advantages, plus customeciaity
blends that meet specific needs along with techsiesvice provided by us, allow us to create plautition
solutions that add value to crops through higheldgi and better quality production. Because oodyts are
natural or derived from natural nitrate compoundsiaural potassium brines, they have certain adgas
over synthetically produced fertilizers, includitige presence of certain beneficial trace elemendstheir
organic nature, which makes them more attractiveustomers who prefer products of natural origis. 8
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result, our specialty plant nutrients enable oust@omers to achieve higher yields and better qualibps.
Consequently, specialty plant nutrients are sol @emium price.

lodine: We are the world's leading producer of iodine imthe derivatives, which are used in a wide raoige
medical, pharmaceutical, agricultural and induktjgplications, including x-ray contrast media,iseptics,
biocides and disinfectants, in the synthesis ofrplaaeuticals, herbicides, electronics, pigmentsg dy
components and heat stabilizers.

Lithium: We are the world's leading producer of lithiuartonate, which is used in a variety of applicatjon
including batteries, frits for the ceramic and ephindustries, heat-resistant glass (ceramic glgsghary
aluminum, lithium bromine for air conditioner egoipnt, continuous casting powder for steel extrysion
pharmaceuticals, and lithium derivatives. We as® @ leading supplier of lithium hydroxide, whichused
primarily as a raw material in the lubricating ggeandustry.

Industrial Chemicals We produce four industrial chemicals: sodiunnaté, potassium nitrate, boric acid and
potassium chloride. Sodium nitrate is used pritpani the production of glass, explosives, chardwauettes
and metal treatment. Potassium nitrate is useldenranufacture of specialty glass, and it is afsorgortant
raw material for the production of frits for theramics and enamel industries. Also, a combinatbn
potassium nitrate and sodium nitrate is used &efamial storage medium in solar-based electricityegating
plants. Boric acid is used in the manufacture @ ffor the ceramics and enamel industries, ligurgstal
displays (LCD), glass, and fiberglass. Potassiuloritle is used as an additive in oil drilling aslvas in the
production of carragenine.

Potassium Chloride and Other Commodity FertilizeM/e produce and market potassium chloride, which i
Chile is distributed through our subsidiary SoquimComercial S.A. We have close to 100% of theketar
share for this product in Chile. In addition, wapbort fertilizers that are distributed through Siotjoh
Comercial S.A. in Chile, offering complete fertdizon services to our customers.

The following table sets forth the percentage bdeakn of our revenues in the 2003-2007 period adagrtb
our product lines:

2007 2006 2005 2004 2003

Specialty Plant Nutrition 49% 48% 54% 54% 52%
lodine and Derivatives 18% 21% 17% 14% 12%
Lithium and Derivatives 15% 12% 9% 8% 7%
Industrial Chemicals 7% 7% 8% 9% 10%
Potassium Chloride and 11% 12% 12% 15% 19%
Other Commodity Fertilizers

Total 100% 100% 100% 100% 100%

Business Strateqy

Our general business strategy is to:

(2) participate in businesses where we are or bl a cost leader supported by strong
fundamentals;

(2) differentiate ourselves from commodity prodgceby manufacturing, marketing and
distributing specialty products that sell at higtiue;

3) continually increase the efficiency of our puotion processes and reduce costs;

4) maintain leadership in our core business areg®ecialty plant nutrition, iodine and lithium —
in terms of installed capacity, costs, productipricing and development of new products;
and

(5) pursue vertical integration into value-addedkats.

We have identified market demand in each of ouromajoduct lines, both within our existing custorbase
and in new markets, for existing products and fidittonal products that can be extracted from catural
resources. In order to take advantage of theserappties, we have developed a specific strategyeéch of
our product lines, as set forth below:
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Specialty Plant Nutrition

Our strategy in our specialty plant nutrition besis is to: (i) continue expanding our sales of nahtoitrates
by continuing to leverage the advantages of ourciafig products over commodity-type fertilizersj) (i
increase our sales of higher margin specialty plamtrients based on potassium and natural nitrates,
particularly soluble potassium nitrate and NPK-bt#ublends; (iii) pursue investment opportunities i
complementary businesses to increase productidagceecosts, and add value to and improve the niagket
our products; (iv) develop new specialty nutriel@niols produced in our mixing plants that are stiatdly
located in or near our principal markets, in ortdemeet specific customer needs; (v) focus primanii the
markets for plant nutrients in soluble and folipplcations in order to establish a leadership tposi (vi)
further develop our global distribution and markgtsystem directly and through strategic alliangits other
producers and global or local distributors; and) (Mduce our production costs through improvedcesses
and higher labor productivity so as to compete nafiectively.

lodine

Our strategy in our iodine business is to (i) maimtour leadership in the iodine market by encougg
demand growth and expanding our production capacityne with such demand growth; (ii) develop new
iodine derivatives and participate in iodine reayglprojects; and (iii) reduce our production catough
improved processes and higher labor productivityrater to compete more effectively.

Lithium

Our strategy in our lithium business is to (i) main our leadership in the lithium industry as thegest
producer and distributor of lithium carbonate amtidm hydroxide; (ii) selectively pursue downstmea
opportunities in the lithium derivatives businessid (iii) reduce our production costs through inwea
processes and higher labor productivity in orderaimpete more effectively.

Industrial Chemicals

Our strategy in our industrial chemical busines® i) maintain our leadership position in sodinitrate and
potassium nitrate; (ii) develop new industrial netskfor our current products; (iii) target saledofic acid to
industrial niche markets; and (iv) reduce our putitun costs through improved processes and higitsor|
productivity in order to compete more effectively.

New Business Ventures

From time to time we evaluate opportunities to expaur business in our current core businessestbinw
new businesses in which we believe we may havaisastie competitive advantages, both within andidat
Chile, and we expect to continue to do so in ther&s We may decide to acquire part or all of theity of, or

undertake joint ventures or other transactions wather companies involved in our businesses astlirer

businesses.

Production Process

Our integrated production process can be classifiedrding to our natural resources:
. Caliche ore deposits: contain nitrates and iadine

. Salar brines: contain potassium, lithium, sulfatel boron.

Caliche Ore Deposits

We mine caliche ore from open pit deposits locatedorthern Chile. Caliche deposits are the largaswn
source of natural nitrates in the world. The ggimal origin of caliche ore deposits in northernil€hs
uncertain, with a number of possible geologicairfation theories. The consensus is that a voldanication
of deposits was followed by water runoff, leachamgl depositing in existing sediments.

Caliche deposits are located in northern Chile, rebvee currently operate four mines: Pedro de Wadi
Maria Elena, Pampa Blanca and Nueva Victoria.
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Caliche ore is found under a layer of barren ovetbon in seams with variable thickness from twenty
centimeters to five meters, and with the overburdarying in thickness from half a meter to one anblalf
meters.

Before proper mining begins, a full explorationg&tds carried out, including full geological recaissance
and drilling of dust recovery drill holes to detenm the features of each deposit and its qualiyill-hole
samples properly identified are tested at our chahlaboratories. With the exploration information a
closed grid pattern of drill holes, the ore evalwatstage provides information for mine planninggmse.
Mine planning is done on a long-term basis (10 seanedium-term basis (3 years) and short-termsb@si
year). A mine production plan is a dynamic todttketails daily, weekly and monthly productionnga
After drill holes are made, information is updatedoffer the most accurate ore supply schedulehéo t
processing plants.

Generally, bulldozers first rip and remove the bweden in the mining area. This process is folldviy
production drilling and blasting to break the caéicseams. Front-end loaders load the ore on aff-haicks.
In the Pedro de Valdivia mine, trucks deliver tme t stockpiles next to rail loading stations.eH®tockpiled
ore is later loaded on to railcars that take theemal to the processing facilities. In the Mariara mine,
trucks haul the ore and dump it directly at a primerushing installation, after which a 14-kilometeng
overland conveyor belt system delivers the oréaéoptrocessing facilities.

At the Pedro de Valdivia and Maria Elena facilitid®e ore is crushed and leached to produce camltedt
solutions carrying the nitrate, iodine and sodiwtiade. The crushing of the ore produces a cofesgion
that is leached in a vat system and a fine fradfiat is leached by agitation. These are followegdiquid-
solid separation, where solids precipitate as sedimand liquids containing nitrate and iodine aptso be
processed.

In Pampa Blanca and Nueva Victoria the run of mame is loaded in heaps and leached to produce
concentrated solutions.

Caliche Ore-Derived Products

Caliche ore-derived products are: sodium nitrat#agsium nitrate, sodium potassium nitrate, iocinel
iodine derivatives.

Sodium Nitrate

Sodium nitrate for both agricultural and indust@glplications is produced at the Maria Elena ardtd’de
Valdivia facilities using the Guggenheim method,iecthwas originally patented in 1921. This closé@dudt
method involves adding a heated leaching solutiaihé crushed caliche in the vats to selectivedgalve the
contents. The concentrated solution is then coatadsing the sodium nitrate to crystallize. Rdrthe
unloaded solution is then recycled to the leachimg. The other part of the solution is strippéitiodine
content at the treatment plants. The crystalligedium nitrate is separated from the remainingtsmiuby
centrifuging. The residue resulting from the cingtof the caliche ore is leached at ambient teatpes with
water, producing a weak solution that is pumpeddiar evaporation ponds at our Coya Sur facilitiesar
Maria Elena, for concentration. While the proce$sxtracting sodium nitrate from caliche ore isllwe
established, variations in chemical content of the, temperature of the leaching solutions and rothe
operational features require a high degree of khow-to manage the process effectively and effigrent

The remaining materials from the sodium nitratestalization process are vat leach tailings andeakw
solution. The ore tailings are unloaded from teaching vats and deposited at sites near the pfoduc
facilities. The weak solution is re-cycled forther leaching and for the extraction of iodine.

Our current crystallized sodium nitrate productioapacity at Pedro de Valdivia and Maria Elena is
approximately 770,000 metric tons per year. Cilyatal sodium nitrate is processed further at C8ya and
Maria Elena to produce prilled sodium nitrate, whis transported to our port facilities in Tocoailfor
shipping to customers and distributors worldwidke significant part of the sodium nitrate produceédviaria
Elena and Pedro de Valdivia is used in the prodoctif potassium nitrate at Coya Sur, sodium paassi
nitrate at Maria Elena and a highly refined indasgrade sodium nitrate at Coya Sur.
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Potassium Nitrate

Potassium nitrate is produced at our Coya Suritiaaising production methods we have developede Th
solutions from the leaching of the fine fractiontioé ore, once the iodine is extracted, are punipdioe Coya
Sur facilities. These solutions loaded with n#ratre concentrated in solar evaporation ponds. e @mc
adequate level of concentration is reached, thatieal is combined with potassium chloride to progluc
potassium nitrate and discard sodium chloride. fEseilting solution, which is rich in potassiumrate, is
crystallized using a cooling and centrifuging pgce The crystallized potassium nitrate is eithrecessed
further to produce prilled potassium nitrate orcufm the production of sodium potassium nitraldhe weak
solution of the process is re-used for further pmidn of potassium nitrate. A portion of the pEstiam
nitrate is used in the production of a high put@ghnical grade potassium nitrate.

Concentrated nitrate salts are produced at Pamgnac8lby leaching caliche ore in heaps in ordextaet
solutions that are rich in iodine and nitrate. S#heolutions are sent to plants where iodine isaetdd and
subsequently the solutions are sent to solar eaéiparponds where the solutions are evaporatedriahd
nitrate salt is produced. These concentratedtaitalts are sent to Coya Sur or another of otipsatessing
facilities where they are leached and the resulticly nitrate solution is used in the productionpotassium
nitrate.

Our current potassium nitrate production capaditZ@ya Sur is approximately 650,000 metric tonsygar,
including 260,000 metric tons per year of technigedde potassium nitrate. We expect to increaste tha
capacity by approximately 300,000 metric tons pesiryby early 2010. The effective production of tiesv
facility will depend on the availability of nitrasalts to feed the facility.

Crystallized or prilled potassium nitrate produetdCoya Sur and Maria Elena is transported to Tibadpr
shipping to customers and distributors worldwide.

Sodium Potassium Nitrate

Sodium potassium nitrate is a mixture of approxahyatwo parts sodium nitrate per one part potassium
nitrate. We produce sodium potassium nitrate at Maria Elena facilities using standard, non-padnt
production methods we have developed. Crystallsmtium nitrate is mixed with the crystallized sstam
nitrate to make sodium potassium nitrate, whictthisn prilled. The prilled sodium potassium nitréde
transported to Tocopilla for bulk shipment to cussos.

The production process for sodium potassium nitistbasically the same as that for sodium nitratd a
potassium nitrate.

Our aggregate current production capacity for tétrsalts is 1,100,000 metric tons per year. Wéhain
production restraints and following market condiSowe may supply sodium nitrate, potassium nitate
sodium potassium nitrate either in prilled or cajlszted form.

lodine and lodine Derivatives

We produce iodine at our Pedro de Valdivia and Mu®ictoria facilities, extracting it from the soloms
resulting from the leaching of caliche ore at tleelf® de Valdivia, Maria Elena, Nueva Victoria arairipa
Blanca facilities. As in the case of nitrates, frecess of extracting iodine from the caliche wravell
established, but variations in the iodine and otifexmical contents of the treated ore and otheratipeal
parameters require a high level of know-how to ngarthe process effectively and efficiently.

The solutions from the leaching of caliche carmine in iodate form. Part of the iodate solutisméduced to
iodide using sulfur dioxide, which is produced hyring sulfur. The resulting iodide is combinedhwihe

rest of the untreated iodate solution to releasenehtal iodine. The solid iodine is then refinatbugh a
smelting process and prilled. We have obtainedratin Chile and in the United States for ournedprilling

process.

Prilled iodine is tested for quality control purpssthen packed in 20-50 kilogram drums or 350Ki@@ram
maxibags and transported by truck to Antofagastéqoique for export. Our iodine and iodine derivat
production facilities have qualified under the 19082 program, providing third-party certificatiorby TUV
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Rheinland — of the quality management system amefriational quality control standards that we have
implemented.

Our total iodine production in 2007 was approxirhag1 thousand metric tons: approximately 2.3 gz
metric tons from Pedro de Valdivia, 1.1 thousandriméons from Maria Elena, 1.0 thousand metristiom
Pampa Blanca, and 3.7 thousand metric tons fronvdMéctoria. The Nueva Victoria facility is alssed for
tolling iodine delivered from Pampa Blanca and Mdtlena. We have the flexibility to adjust ourguotion
according to market conditions. Our current iodimeduction capacity is approximately 11,000 metiics
per year, considering one facility in Nueva Victotihat is not currently in operation.

We use a portion of the produced iodine to manufacinorganic iodine derivatives, which are intedmate
products used for manufacturing agricultural anttitional applications, at facilities located neBantiago,
Chile, and also produce inorganic and organic iedierivative products together with Ajay North Aioar
L.L.C., "Ajay," a U.S.-based Company that purchdsdme from us. We have in the past primarily keded
our iodine derivative products in South Americaried and Asia, while Ajay and its affiliates havenparily
sold their iodine derivative products in North Arcarand Europe.

Salar de Atacama Brine Deposits

The Salar de Atacama, located approximately 250niekers east of Antofagasta, is a salt-encrusted
depression within the Atacama Desert, within wHiek an underground deposit of brines containgubious
sodium chloride rock fed by an underground inflolwater from the Andes Mountains. The brines are
estimated to cover a surface of approximately 2 8fare kilometers and contain commercially exalié
deposits of potassium, lithium, sulfates and bor@uncentrations vary at different locations thioogt the
salar. Our production rights to the Salar de Atacamapamsuant to a contract with the Chilean government
expiring in 2030.

Brines are pumped from depths between 1.5 and @8rsnbelow surface, through a field of wells thet a
located in areas of thealar that contain relatively high concentrations ofgssium, lithium, sulfate, boron
and other minerals.

We process these brines to produce potassium dbjolithium carbonate, lithium hydroxide, potassium
sulfate, boric acid and bischofite (magnesium dtik)t

Potassium Chloride

We use potassium chloride in the production of g&itan nitrate. Production of our own supplies abgsium
chloride provides us with substantial raw mater@dt savings.

In order to produce potassium chloride, brines fitbim Salar de Atacama are pumped to solar evaporati
ponds. Evaporation of the brines results in a derprystallized mixture of salts of potassium clde and
sodium chloride. One portion of this mixture is\ested and stored, and the other portion is reyased and
the remaining salts are transferred by truck toczgssing facility where the potassium chloridedparated
by a grinding, flotation, and filtering processot&sium chloride is sent approximately 300 kilesreto our
Coya Sur facilities via a dedicated dual transpgdtem (truck/rail), where it is used in the prdthrc of
potassium nitrate. We sell potassium chloride pced at the Salar de Atacama and in excess ofemgsnto
third parties. Our production facilities currenkigve a production capacity up to 650,000 metris fger year.
Actual capacity will depend on volumes and quadifythe mining resources pumped from #saar. During
2007 actual production was higher than in 2006 wedexpect that 2008 production will be higher th@an
2007.

The by-products of the potassium chloride producfioocess are (i) brines remaining after removathef
potassium chloride, which are used to produceulithcarbonate as described below, and the amowxciess
of our needs is reinjected into the Salar de Atagafii) sodium chloride, which is similar to therface
material of the Salar de Atacama and is depositesites near the production facility; and (iii) ethsalts
containing magnesium chloride.
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Lithium Carbonate

A portion of the brines remaining after the productof potassium chloride is sent to additionalasol
concentration ponds adjacent to the potassium idel@roduction facility. Following additional evaation,
the remaining concentrated solution of lithium chle is transported by truck to a production fagilocated
near Antofagasta, approximately 250 kilometers ftbm Salar de Atacama. At the production facilttye
solution is purified and treated with sodium cardutento produce lithium carbonate, which is dried #ren, if
necessary, compacted and finally packaged for smpmThe production capacity of our lithium carbatm
facility is approximately 30,000 metric tons perayeA project is currently under way to increase ou
production capacity to 40,000 metric tons per yaad this project should be completed by the sebadtidof
2008. Future production will depend on the actidlimes and quality of the lithium solutions segtthe
Salar de Atacama operations, as well as prevaitiagket conditions.

Lithium Hydroxide

Lithium carbonate is sold to customers, and we alse it as a raw material for our lithium hydroxide
monohydrate facility, which started operating a #nd of 2005. This facility has a capacity of08,@netric
tons per year and is located in the Salar del Carradjacent to our lithium carbonate operationsthia
production process, lithium carbonate is reactett wilime solution to produce lithium hydroxide riiand
calcium carbonate salt, which is filtered and piledeservoirs. The brine is evaporated in a migtigffect
evaporator and crystallized to produce the lithioyaroxide monohydrate, which is dried and packaiged
shipment to customers.

Potassium Sulfate and Boric Acid

Approximately 12 kilometers northeast of the pdtasschloride facilities at the Salar de Atacama,use the
brines from the Salar de Atacama to produce patassulfate and boric acid. The plant is locatedrirarea

of thesalar where higher sulfate and potassium concentratoaesound in the brines. Brines are pumped to
preconcentration solar evaporation ponds whereewsstlium chloride salts are removed by precipitatio
After further evaporation, the sulfate and potasssalts are harvested and sent for treatment gidtassium
sulfate plant. Potassium sulfate is produced ulatgtion, concentration and reaction processker ahich

it is crystallized, dried and packaged for shipmeptoduction capacity for potassium sulfate israpipnately
200,000 metric tons per year. Boric acid is predldén crystallized form by acidulation of the final
concentrated brines, and then it is dried and pegkdor shipment at the same facility. Productiapacity

for boric acid is approximately 10,000 metric tques year.

The principal by-products of the production of Esiam sulfate are: (i) non-commercial sodium cldleyi
which is deposited at sites near the productioiiitigcand (ii) remaining solutions, which are rgioted into
the Salar de Atacama or returned to the evaporgimmds. The principal by-products of the boric acid
production process are remaining solutions thatti@@ed with sodium carbonate to neutralize aciditd
then are reinjected into the Salar de Atacama.

Specialty Plant Nutrition

We believe we are the world's largest producemtdssium nitrate. We also produce the followipgcsalty
plant nutrients: sodium nitrate, potassium nitratajium potassium nitrate, potassium sulfate, presphate
and specialty blends (containing various combimegtiof nitrogen, phosphate and potassium and géneral
known as "NPK blends"). These specialty plant ieots have specific characteristics that increase
productivity and enhance quality when used on gereops and soils. Additionally, these plant rarits are
well suited for high-yield agricultural techniqueach as hydroponics, fertigation, greenhousing falidr
applications. High-value crop farmers are promptehvest in specialty plant nutrients due to ithiechnical
advantages over commodity fertilizers (such as arehpotassium chloride). These advantages ttansk®
products and crops with higher yields and addeditjua Our specialty plant nutrients have signifita
advantages for certain applications over commofgitiilizers based on nitrogen and potassium, suctha
aforementioned urea and potassium chloride.
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In particular, our specialty plant nutrients:

« are fully water soluble, allowing their use in hgdonics, fertigation, foliar applications and other
advanced agricultural techniques;

e are absorbed more rapidly by plants because theyoticequire nitrification, unlike ammonia-based
fertilizers;

« are free of chlorine content, reducing the risksobrching roots and other problems caused by
chlorine;

< do not release hydrogen after application, thesalwjding increased soil acidity;
» possess trace elements, which promote diseastaresidgn plants and have other beneficial effects;
e are more attractive to customers who prefer pradofchatural origin; and

« are more efficient than commodity fertilizers besmthey deliver more nutrients per unit of product
applied.

In 2007, our revenues from specialty plant nutsewere approximately US$580.8 million, representing
approximately 49% of our total revenues for thairyeThe main reasons for these results were tiredse in
sales volumes and the increase in prices during@ 20thpared with the previous year.

Specialty Plant Nutrition: Market

The target market for our specialty plant nutrieisthigh-value crops such as fruits, vegetabled, @ops
grown using modern agricultural techniques. Sit@®0, the international market for specialty plantrients
has grown at a faster rate than the internatiorsaket for commodity-type fertilizers. This is migstiue to:
() the application of new agricultural technologiguch as fertigation and hydroponics and incrgasge of
greenhousing; (ii) the increase in the cost of Jambich has forced farmers to improve their yiel(@is) the
scarcity of water; (iv) the increase of consumptinfresh fruits and vegetables per capita, andtlfe)
increasing demand for higher quality crops.

Worldwide scarcity of water and weather changesefdarmers to develop new agricultural techniquesh sis
fertigation that minimize water requirements. Tehapplications require fully water-soluble plantriants.

Increasing land costs near urban centers also farogers to maximize their yield per surface ar8aecialty
plant nutrients, when applied to certain cropsphelincrease productivity for various reasons.panticular,
since our nitrate-based specialty plant nutrientsvigde nitrogen in nitric form, crops absorb theastér than
they absorb urea- or ammonium-based fertilizerschvprovide nitrogen in ammonium form. This is aese
crops absorb nitrogen in nitric form; thus nitrogarammonium form has to be converted into nitdend in

the soil first. This process does not occur imraeddy (it takes time and requires special soil donk), and
it releases hydrogen into the soil, increasing aoitlity, which in most cases is harmful to thd smoid the
crop. Nitric nitrogen application facilitates a moefficient application of nutrients to the platitereby
increasing the crop's yield and improving its gyali

Our potassium-based specialty plant nutrients hlerioe free, unlike potassium chloride, whichlig tmost
commonly used potassium-based commodity fertilizercertain crops, chlorine has negative effect th
translateanto lower yield and quality.

The most important agricultural applications of isod nitrate, potassium nitrate, potassium sulfate a
sodium potassium nitrate plant nutrients are: itiihlscrops, vegetables, fruits, sugar beet, coéind other
high-value crops.
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Specialty Plant Nutrition: Our Products

Potassium nitrate, sodium potassium nitrate andiaipe blends are higher margin products deriveunfr or
consisting of, sodium nitrate, and they are alldpieed in crystallized or prilled form. Specialtieids are
produced using our own specialty plant nutrientd ather components at blending plants operatechby t
Company or its affiliates and related companie€inle, the United States, Mexico, United Arab Era@sa
Belgium, the Netherlands, South Africa, Turkey &gypt.

The following table shows our sales volumes of sevknues from specialty plant nutrients during2083-
2007 period.

2007 2006 2005 2004 2003

Sales Volume (in metric tons)
Sodium nitrate 45,900 43,300 63,300 58,900 62,500
Potassium nitrate and sodium 695,300 615,000 690,200 707,600 696,500
potassium nitrate
Potassium sulfate 172,000 172,400 178,600 157,700 43,200
Blended and other specialty 378,600 393,800 350,700 374,400 377,100
plant nutrients(1)
Revenues (in US$ millions) 580.8 503.1 487.8 426.8 362.8

1) Includes blended and other specialty plant nutsiefitalso includes Yara's products sold purst@otir commercial agreement.

Specialty Plant Nutrition: Marketing and Customers

In 2007, we sold our specialty plant nutrients lose to 90 countries. During the same year, apprately
90% of the Company's specialty plant nutrients ssalere exported: approximately 28% were sold to
customers in Central and South America, 23% tootnets in North America, 19% to customers in Europe
and 20% to customers in other regions. Withoutsimaring any sales to related parties, no singitocoer
represented more than 5.2% of SQM's specialty platrtent sales during 2007, and our 10 largesiocusrs
accounted in the aggregate for approximately 24b8%ales during that period.

Sales Breakdown 2007 2006 2005 2004 2003
Central and South America 28% 29% 29% 29% 26%
North America 23% 22% 22% 22% 18%
Europe 19% 19% 20% 19% 20%
Others 20% 21% 20% 20% 27%
Chile 10% 9% 9% 10% 9%

The amounts set forth in the table above reflelessaf SQM’s specialty plant nutrition products atw not
include sales by SQM of third-party specialty plantrition products. We sell our specialty plaotrition
products outside Chile mainly through our own waiitie network of representative offices and throogh
distribution affiliates.

In November 2001, we signed an agreement with Yaternational ASA (“Yara”, formerly Norsk Hydro
ASA). This agreement allows us to make use of 8adastribution network in countries where its pese
and commercial infrastructure are larger than o®anilarly, in those markets where our presendariger,
both our specialty plant nutrients and Yara Intdomal ASA's are marketed through our offices. IBparties,
however, maintain an active control over the mankgetf their own products.

We also signed a joint venture agreement with Yema Israel Chemicals Limited at the end of 2001désn
this joint venture agreement, SQM, Yara, and Is€®micals Limited are developing the liquid antiblz
plant nutrient blends business through their pigdi@on in a Belgian company called NU3 N.V. (“NU3to
which SQM and Israel Chemicals Limited contributdteir blending facility in Belgium, and Yara
International ASA contributed its blending facilitp the Netherlands. With this joint venture agreein
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important synergies have been achieved, partiguiarproduction costs, administration and the minkgof
soluble blends, strengthening the development wfpr@ducts and improving customer services.

In 2005, SQM and Yara International ASA formed mtjwenture, called MISR Specialty Fertilizers (MSF
for the production of tailor-made liquid NPK (nigfen-phosphate-potassium) fertilizers. The plahbésted
in Egypt and has a production capacity of 80,00€im#ns per year.

In 2005 SQM also acquired 50% of the shares of Kefmirates Fertilizers Company (Kefco), which has
urea phosphate plant located in Dubai. Urea plaispis a specialty plant nutrient that is used grily in
drip irrigation systems. The plant has an annuadlpction capacity of 30,000 tons.

In May 2008 we signed a joint venture agreement Witgao Corporation (“Migao”) for the production én
distribution of specialty plant nutrients in Chin&hrough the joint venture, we will construct agssium
nitrate plant with a production capacity of 40,008tric tons per year. We expect this plant todaely during
the first quarter of 2009. In addition, the joirgnture will distribute the potassium nitrate proeld by Migao
in China and imports of SQM’s specialty plant nerits to China, and it will also handle any exparts
potassium nitrate produced by the joint venturéyoMigao. This joint venture will enable us to liease our
presence in China, which represents one of the mgstrtant and fastest-growing markets for theilfeer
industry.

We maintain stocks of our specialty plant nutrientshe main markets of the Americas, Asia, Eurdpe,
Middle East and Africa, in order to facilitate prptrdeliveries to customers. In addition, we spkdalty
plant nutrients directly to some of our large costos. Sales are made pursuant to spot purchasesadd
short-term contracts.

In connection with our marketing efforts, we prawittchnical and agronomical assistance and supporir
customers. By working closely with our customeve, are able to identify new, higher-value-addedipots
and markets. Our specialty plant nutrition produste used on a wide variety of crops, particuladiue-
added crops, where the use of our products enahlesustomers to increase yield and command a prami
price.

Our customers are located in the northern and sauthemispheres. Consequently, there are no mlateri
seasonal or cyclical factors that can materialfgdfthe sales of our specialty plant nutrient jicid.

Specialty Plant Nutrition: Fertilizer Sales in Che

We market specialty plants nutrients in Chile tlgloiBoquimich Comercial S.A. which sells these potsiu
either alone or in blends with other imported pridumainly triple super phosphate (TSP) and dianium
phosphate (DAP), among others. Soquimich Comesahd imported fertilizers to farmers in Chile migi
for application in the production of sugar beeseals, industrial crops, potatoes, grapes and dthis.
Most of the fertilizers that Soquimich Comerciapionts are purchased on a spot basis from diffaemtries
in the world.

We believe that all contracts and agreements betv@sguimich Comercial and third party suppliersthwi
respect to imported fertilizers, contain standard eustomary commercial terms and conditions. futhe
preceding ten years, Soquimich Comercial has espeed no material difficulties in obtaining adeguat
supplies of such fertilizers at satisfactory pricasd we expect continuing to do so in the future.

We estimate that Soquimich Comercial's sales dilifars represented approximately 36% of totatilieer
sales in Chile during 2007. No single customeresgnted more than 5% of Soquimich Comercial'sl tota
fertilizer sales revenues, and its 10 largest cuets in total represented less than 9% of revenues.

Revenues generated by Soquimich Comercial repexteh?.2% of the Company's 2007 consolidated
revenues. Soquimich Comercial's consolidated nes®rnwere approximately US$203 million, US$142
million, and US$144 million in 2007, 2006 and 206&spectively.

Specialty Plant Nutrition: Competition

We believe we are the world's largest produceradfitsn and potassium nitrate for agricultural user O
sodium nitrate products compete indirectly withcgkty and commodity-type substitutes, which mayubed
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by some customers instead of sodium nitrate depgrmh the type of soil and crop to which the praduid
be applied. Such substitute products include galchitrate, ammonium nitrate and calcium ammonium
nitrate.

In the potassium nitrate market our largest cortqueis Haifa Chemicals Ltd., in Israel, which isabsidiary

of Trans Resources International Inc. We estintatg sales of potassium nitrate by Haifa Chemicals
accounted for approximately 35% of total world sadkiring the year 2007 (excluding the Chinese nmiarke
where most of the production is consumed domest)cal

S.C.M. Virginia, a Chilean iodine producer, ultimigt controlled by Inverraz S.A., also produces psitam
nitrate from caliche ore and potassium chloride.

ACF, another Chilean producer, mainly orientedamine production, began production of potassiumatgt
from caliche ore and potassium chloride during 20G&mapco, a Jordanian producer owned by Arab Rotas
produces potassium nitrate in a plant located doske Port of Agaba, Jordan. In addition, ther several
potassium nitrate producers in China, the largéswlich are Wentong and Migao; most of the Chinese
production is consumed by the domestic market.

In June 2008, Atacama Minerals Corp., a Canadiampemy with iodine operations in Chile, announceahgl
to build a plant in order to produce sodium nitr@igtassium nitrate, and sodium potassium nitratecording
to statements made by the company, the plant stawyd production capacity of 70,000 tons per yedrize
operational by the second half of 2010.

The principal means of competition in the sale ofagsium nitrate are product quality, customeriserv
location, logistics, agronomic expertise, and price

In the potassium sulfate market, we have sevenaipetitors of which the most important are K+S KALI
GmbH (Germany), Tessenderlo Chemie (Belgium) aneaGBalt Lake Minerals Corp. (United States). We
believe that those three producers account forjarityaof the world production of potassium sulfate

Through a partially owned facility, NU3, we alsocoguce soluble and liquid fertilizers using our gstam
nitrate as a raw material. Through this activitg have acquired production technology and margekimow-
how, which we believe will be useful for sellingroproducts to greenhouse growers and for use itaioer
high-technology processes such as fertigation gddojponics.

We believe we are the largest Chilean producer udk specialty blends. In Chile, our products mainly
compete with imported fertilizer blends that uskican ammonium nitrate or potassium magnesium tailfa
Our specialty plant nutrients also compete indiyeatith lower-priced synthetic commaodity-type fditers
such as ammonia and urea, which are produced by praducers in a highly price-competitive mark&ur
products compete on the basis of advantages thet them more suitable for certain applicationsescdbed
above.

lodine

We believe we are the world's largest producerodinie. In 2007, our revenues from iodine and iodine
derivatives amounted to approximately US$215.1 iom)l representing approximately 18 % of our total
revenues in that year. We estimate that our sa@lesuated for approximately 29% of world iodine saley
volume in 2007.

lodine: Market

lodine and iodine derivatives are used in a widgeaof medical, agricultural and industrial appiiwas as
well as in human and animal nutrition products.inedand iodine derivatives are used as raw masedal
catalysts in the formulation of products, such aaycontrast media, biocides, antiseptics andfiistants,
pharmaceutical intermediates, polarizing filmsliquid crystal displays (LCD), chemicals, herbicderganic
compounds and pigments. lodine is added in the fdrpotassium iodate or potassium iodide to ediblé to
prevent iodine deficiency disorders.
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lodine: Our Products

We produce iodine and, through a joint venture wijay, organic and inorganic iodine derivatives. N$Q
through Ajay or alone, is also actively participgtiin the iodine recycling business using iodinasete-
streams from a variety of chemical processes imjEirthe United States and Asia.

Ajay-SQM Group (ASG) was formed in the mid 1990s agoint venture between SQM and Ajay Chemicals,
a U.S.-based company. ASG currently has produgtiants in the United States, Chile and France arilld
world's leading inorganic and organic iodine derixgs producer. In 2007, approximately 27% of SQM's
iodine sales were made to ASG.

Consistent with our business strategy, we are aatlgtworking on the development of new applicasidor
our iodine-based products, pursuing a continuingaagion of our businesses and maintaining our rharke
leadership.

We manufacture our iodine and iodine derivativeadoordance with international quality standards laawve
qualified our iodine facilities and production pesses under the 1SO-9001:2000 program, providiird th
party certification of the quality management sgst@nd international quality control standards twathave
implemented.

The following table sets forth our total sales agwknues from iodine and iodine derivatives in2863-2007
period:

2007 2006 2005 2004 2003
Sales Volume (thous. metric tons)
lodine and iodine derivatives 9.1 9.8 8.1 7.7 6.6
Revenues (in US$ millions) 2151 217.7 149.1 110.5 84.6

lodine: Marketing and Customers

In 2007, we sold our iodine products to around 868tomers in more than 70 countries. During thmesa
year, most of our iodine production was exportggaraximately 31% was sold to customers in Eurogeys3
to customers in North America, 5% to customerseémial and South America and 26% to customers ia,As
Oceania and other regions. Not considering saleglated parties, no single customer accounteanimne
than 10 % of the Company's iodine sales in 200d,cam ten largest customers accounted in the agtgdgr
approximately 40% of sales.

Sales Breakdown 2007 2006 2005 2004 2003
Europe 31% 34% 30% 27% 34%
North America 38% 40% 37% 38% 40%
Central and South America 5% 5% 13% 13% 6%
Others 26% 21% 20% 22% 20%

We sell iodine through our own worldwide networkrepresentative offices and through our sales, atipp
and distribution affiliates. We maintain inventarief iodine at our facilities throughout the wottdfacilitate
prompt delivery to customers. lodine sales are npaoteuant to spot purchase orders and short, medingn
long-term contracts. Sales agreements generallycifgp@annual minimum and maximum purchase
commitments, and prices are adjusted on perioglicaticording to prevailing market prices.

lodine: Competition

SQM and several producers in Chile, Japan and tiied)States are the world's main iodine producers.

Japanese producers extract iodine from undergrduimeéts, which are mainly obtained together with the
extraction of natural gas. Several Japanese progladso have recycling facilities where they recaedine
and iodine derivatives from iodine waste strearadinle recycling, mainly related to LCD consumptibas
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increased over the past few years and currentlgesepts approximately 13% of world iodine saless It
estimated that around 70% of the world recycling @Wane by Japanese iodine producers.

We estimate that eight Japanese iodine producecuated for approximately 24% of world virgin iodin
sales in the year 2007. We estimate that the lardggsanese producer, Ise Chemicals Ltd., accouoted
approximately 8% of the world virgin iodine sales.

We estimate that iodine producers in the UnitedeStéone of which is owned by Ise Chemicals) actalin
for approximately 5% of world iodine sales in theay 2007, while four Chilean companies, includirighs
iodine business, accounted for approximately 55%uch sales (29% by SQM and 26% by the other Ghilea
producers).

The prices of our iodine and iodine derivative pas are determined by world iodine prices, whica a
subject to market conditions. World iodine pricesywdepending upon, among other things, the relsitip
between supply and demand at any given time. Thplgwf iodine varies principally depending upore th
production of the few major iodine producers (imtthg us) and their respective business strateg§®sa. result
of a steady growing demand, iodine prices have lwemasing since the end of 2003. While pricesewer
around US$13 per kilogram in 2003, they reachedvanage of approximately US$24 per kilogram in 2007

Demand for iodine varies depending upon overaklewf economic activity and the level of demandhie
medical, pharmaceutical, industrial and other gectibat are the main users of iodine and iodinévatve
products. Prices for iodine and iodine derivapveducts in the future are expected to be infludrmpesimilar
supply and demand factors and the business steate§imajor producers, a few of whom either haveam
acquire additional production capacity. SQM hasltproduction capacity of approximately 11,000ston
which exceeds our current production levels.

The main factors of competition in the sale of mmiand iodine derivative products are reliabilipyice,
quality, customer services and the price and aviditha of substitutes. We believe we have competiti
advantages compared to other producers due toizbeok our mining reserves, the installed capaaityl
relatively lower production costs (as most parboff iodine is produced as part of a process foergphoducts
-mainly sodium nitrate and potassium nitrate fai@dtural and industrial purposes). We believe idgline is
competitive with that produced by other manufagwii@ certain advanced industrial processes. We als
believe we have benefited competitively from thegiderm relationships we have established withlarger
customers. While there are substitutes for iodimeilable for certain applications, such antiseptcsl
disinfectants, there are no cost-effective sulisiteurrently available for the main nutritiondbapmaceutical,
animal feed, and main chemical uses of iodine, lvtagether account for most iodine sales.

Lithium

We believe we are the world's largest produceitliim carbonate and one of the world’s largestipoers of
lithium hydroxide. In 2007, our revenues from lithi sales amounted to approximately US$179.8 mijllion
representing approximately 15% of our total revenifée estimate that our sales accounted for appeigly
31% of world's lithium units used in productionlitiium chemicals. Lithium is also available in tf@m of
lithium minerals. However, there is virtually noeslap of the markets demanding lithium minerals and
lithium chemicals.

Lithium: Market

Lithium carbonate is used in a variety of applicasi, including batteries, frits for the ceramic amhmel
industries, heat resistant glass (ceramic glagépapy aluminum, air conditioning chemicals, countus
casting powder for steel extrusion, pharmaceuticatsl lithium derivatives. Lithium hydroxide is prarily
used as a raw material in the lubricating greaskidtry, as well as in the dyes and battery indestri
Butyllithium is used as a catalyst in the synthetisber and pharmaceutical industries.

Lithium: Our Products

We produce lithium carbonate at the Salar del Carfaeilities, near Antofagasta, Chile, from solagowith
high concentrations of lithium coming from the msimm chloride production at the Salar de Atacahme
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technologies we use, together with the high comagahs of lithium we obtain from the Salar de Ata@,
allow us to be one of the lowest cost producerdaovoade.

SQM used to produce lithium hydroxide through tagjlioperations in the United States and Russianguhe
second half of 2005, we began to produce it atlithium hydroxide facility, at the Salar del Carmeext to
our lithium carbonate facility in Antofagasta. Tiiteium hydroxide facility has a production capgoiff 6,000
TM/per year and is one of the largest plants invibdd.

SQM produces butyllithium in its own plant located Pasadena, Texas. This product is sold in North
America, Europe and Asia.

The following table sets forth our total sales ameenues from lithium carbonate and derivativeth@é2003-
2007 period:

2007 2006 2005 2004 2003

Sales Volume (thous. metric tons)
Lithium carbonate and derivatives 28.6 30.4 27.8 231 274
Revenues (in US$ millions) 179.8 128.9 81.4 62.6 49.7

Lithium: Marketing and Customers

In 2007, we sold our lithium products to approxielat290 customers in approximately 50 countries.
Virtually all of our lithium products were sold ageas: approximately 34% to customers in Europ# i
customers in North America, 38% to customers ira4sid Oceania and 7% to customers in other regiNos.
single customer accounted for more than 12% ofCbmpany's sales in 2007, and our ten largest cestom
accounted in the aggregate for approximately 43%alfs.

Sales Breakdown 2007 2006 2005 2004 2003
Europe 34% 32% 33% 32% 31%
North America 21% 24% 25% 26% 29%
Asia and Oceania 38% 36% 31% 37% 37%
Others 7% 8% 11% 5% 3%

Lithium: Competition

Our main competitors in the lithium carbonate aitdidm hydroxide businesses are Chemetall GmbH
(“Chemetall”, subsidiary of Rockwood Specialtieso@p Inc.) and FMC Corporation (“FMC”). In additioa
number of Chinese producers together accounteddproximately 26% of the world market in 2007. We
estimate that they together sold approximately 4#%4ithium in the lithium chemicals market (excludi
lithium minerals) in 2007. Chemetall produces lithi carbonate in its operations located in Chilec{&tad
Chilena del Litio Limitada) and Nevada, USA. Itsoguction of downstream lithium products is mostly
performed in the United States, Germany and Taiw8fC has production facilities in Argentina (Minetel
Altiplano), where they produce lithium chloride alitthium carbonate. Production of its downstreathidim
products is mostly performed in the United Statebtae United Kingdom.

Additionally, lithium carbonate is being producedGhina and we believe this production will increas the
near future.

We estimate that worldwide sales of lithium chensiaxpressed as lithium carbonate equivalent (eliatu
lithium minerals) amounted to approximately 93,00€&ric tons in 2007.

Industrial Chemicals

In addition to producing sodium nitrate for agricwal applications, we produce three grades ofwsodiitrate
for industrial applications: industrial, technicatd refined grades. The three grades differ mamlgurity.
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Our industrial grades of potassium nitrate alséedifrom agricultural grade potassium nitrate sdegree of
purity. We enjoy certain operational flexibility wh producing industrial potassium nitrate becatss i
produced from the same process as its equivalemtu#tgral grade, needing only an additional stdp o
purification. We may, with certain constraints, fsgroduction from one grade to the other depending
market conditions. This flexibility allows us to wimize yields as well as to reduce commercial risk.
addition to producing industrial nitrates, we proeuoric acid. Boric acid is a by-product of theduction of
potassium sulfate. In 2007, our revenues from itrélschemicals were approximately US$81.2 million,
representing approximately 7% of our total reverfoeshat year.

Industrial Chemicals: Market

Industrial sodium nitrate and potassium nitrateus®d in a wide range of industrial applications]uding the
production of glass, ceramics, explosives, chardwajuettes and various chemical processes andl meta
treatments. In addition, industrial nitrates armgeaised as a medium for heat storage in solaggmanjects.
Boric acid is mainly used in glass, ceramics, fifgss, enamels and as a raw material in the falmicaf
screens for LCDs.

We estimate that our sales of industrial sodiumatet (excluding production in China and India, whis
consumed internally) and potassium nitrate in 2803ounted for 58%, and 31%, respectively, of vwoide
sales in that period.

Industrial Chemicals: Our Products

We produce technical potassium nitrate and thradeg of industrial sodium nitrate in crystallizexl gorilled
form. We market our refined grade sodium nitratedar the brand name "Niterox." We produce borid &ti
crystalline form.

The following table sets forth our sales volumesnalustrial chemicals and total revenues in the322007
period:

2007 2006 2005 2004 2003
Sales Volume (metric tons)
Industrial nitrates 175,200 162,000 176,300 192,800 193,200
Boric Acid 9,200 9,700 6,300 6,120 10,700
Revenues (in US$ millions) 81.2 71.3 70.5 68.8 66.7

Our aggregate current sodium nitrate productionacip is approximately 740,000 metric tons per year
(agricultural and industrial grades). Within cértproduction constraints, we may use our prodactiapacity

to produce either agricultural or industrial sodinitrate. We have a plant capacity to produce apprately
260,000 metric tons per year of technical potassiitrate and 10,000 metric tons per year of boeid.a

Industrial Chemicals: Marketing and Customers

We sold our industrial nitrate products in morent!s® countries in 2007. Approximately 40% of oales of
industrial chemicals were made to customers in IN&ierica, 34% to customers in Europe, 17% to
customers in Central and South America and 9% $tocters in Asia, Oceania and other regions. Nglesin
customer accounted for more than 6% of the Compagales of industrial chemicals in 2007, and oar te
largest customers accounted in the aggregate fooaimnately 31% of such sales.

Sales Breakdown 2007 2006 2005 2004 2003
North America 40% 41% 42% 38% 39%
Europe 34% 29% 28% 23% 25%
Central and South America 17% 17% 17% 24% 12%
Others 9% 13% 13% 15% 24%

We sell our industrial chemical products mainlyotlgh our own worldwide network of representativiices
and through our sales and distribution affiliat&¥e maintain inventories of our industrial sodiuitrate and
technical potassium nitrate products at our faeditin Europe, North America, South Africa and $Bout
America to achieve prompt deliveries to custombrdustrial sodium nitrate and technical potassiutrate
sales are made pursuant to spot purchase ordarfeé3earch and Development department, togethkrowit
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foreign affiliates, provide technical support ta @ustomers and continuously work with them to dsyeew
products or applications for our products.

Industrial Chemicals: Competition

We believe we are the world's largest producendbistrial sodium nitrate. We estimate that oudpotion
satisfied 58% of world demand for industrial sodiumitrate in 2007 (excluding China and India intérna
demand, for which reliable estimates are not alkg)a Our competitors are mainly in Europe and Agihese
producers together represent 42% of total prodactiod produce sodium nitrate as a by-product oéroth
production processes. In refined grade sodiumateitrBadische Anilin und Soda Fabrik AG (BASF), a
German corporation, and several producers in J&hariargest of which is Mitsubishi & Co. Ltd.),eahighly
competitive in the European and Asian markets. i@dustrial sodium nitrate products also competéréudly
with substitute chemicals, including sodium cartienaodium hydroxide, sodium sulfate, calcium mérand
ammonium nitrate, which may be used in certainiapfpons instead of sodium nitrate and are avasldtdm

a large number of producers worldwide.

Our main competitor in the technical potassiumatémmarket is Haifa Chemicals Ltd., which we estenfeas
a 30% market share in the industrial sector. Wienas¢ our market share at approximately 31% for7200

Producers compete in the market for industrial wodinitrate and technical potassium nitrate based on
reliability, product quality, price and customengee. We believe that we are a low cost produééndustrial
sodium nitrate and are able to produce high quplidgucts.

Raw Materials

The main raw material that SQM requires in the patidn of nitrate and iodine is caliche ore, whish
obtained from our surface mines. The main raw redtém the production of potassium chloride, lithiu
carbonate, potassium sulfate and boric acid ibtime extracted from our operations at the Salahtdeama.

Other important raw materials are sodium carbo(iatéthium carbonate production and for the neligedion

of iodine solutions), anti-caking and anti-dust r@ge(in the production of nitrates), kerosene @dine
production), ammonium nitrate (in the preparatidnttee anfo that is used as explosives in the mining
operations), woven bags for packaging our finatpuats, electricity acquired from electric utilitjieand diesel
and fuel oil in heat generation. The Company meslly used natural gas as the primary raw matiriéat
generation, but recent natural gas shortages ledveud to use alternative fuels. Our raw materiatsco
(excluding caliche ore and salar brines and indgdinergy) represented approximately 13.5% of ost of
sales in 2007.

Most of our raw materials have experienced sigaifiqrice increases during the last year.

In 1998 we entered into a long-term (fifteen-yedextricity supply agreement with Norgener, a m&lbilean
electricity producer. In 1999, we entered into agkterm electricity supply agreement with Electrdiaa
S.A., also a major Chilean electricity produceheTagreement has a ten-year term, extending to, 2009a
six-year renewal option. Since April 2000, the @amy has been connected to the Northern Power Grid
(Sistema Interconectado del Norte Grarmte“SING”), which currently supplies us with eldctty and also
supplies most cities and industrial facilities iarthern Chile with electricity. During 2006 and@0) both
Norgener and Electroandina sought relief from #vens of their electricity supply agreements, arguimat
certain unforeseen events had restricted the sugpdlyincreased the price of gas from Argentina. oAs
December 2007, in the case of Norgener, an agradensnreached among the parties, whereas in tieeatas
Electroandina, an arbitrator determined the resmiudf the dispute. In both cases the prices efgnto be
paid by SQM were adjusted upwards, in line withréases in variable generation costs. For a dispusd
risks related to electricity supply, see Item 3yKnformation—Risk Factors.

In May 2001, we entered into a 10-year gas supplytract with Distrinor S.A., which would supply a
maximum of 3,850,000 million Btu per year. Thisgupply was sufficient to satisfy the requiremdotghe
facilities that are connected to a natural gas lsupdowever, beginning in 2004, the Argentinearveymment
has imposed restrictions on the supply of natuesd, gand in 2007 we received practically no gas from
Argentina. Consequently, we have had to use otfigher-cost fuels as substitutes for natural géer a
discussion of risks related to natural gas suppdyleem 3. Key Information—Risk Factors.
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The natural gas supply crisis discussed above laaegthe Northern Power Grid under significangésdr In
order to mitigate the risks to our operations fremergy shortages, at the beginning of 2008 we pgezhfive
generators that will enable the critical pointsaf production processes to continue operatingeretzent of a
blackout.

We obtain ammonium nitrate, kerosene and sodarash $everal large suppliers, mainly in Chile and th
United States, under long-term contracts or gersgedements, some of which contain provisions fowal
revisions of prices, quantities and deliveries. attdition to the potassium chloride we produce,asguire
potassium chloride from Sociedad Chilena del Lifimitada, a local Chilean supplier. Diesel fueblstained
under contracts that provide for sales of fueh&rnational market prices.

We believe that all of the contracts and agreemestiseen SQM and third-party suppliers with respecur
main raw materials contain standard and customamynercial terms and conditions.

Water Supply

The main sources of water for our nitrate and iedacilities at Pedro de Valdivia, Maria Elena &uaya Sur
are the Loa and San Salvador rivers, which run peaamproduction facilities. Water for our Pampa 1i2la,

Nueva Victoria and Salar de Atacama facilitieshtamed from wells near the production facilitissthe case
of Pampa Blanca we additionally buy water fromdhparties for our production processes. We havmiter
from the Chilean Water Authority to explore for &duhal non-potable water and permits to use ghmiater

rights for an indefinite period of time (based @edfied maximum volumes) without charge. In additiwe

purchase potable water from local utility compani®e have not experienced significant difficult@saining

the necessary water to conduct our operations.

Government Regulations

Regulations in Chile Generally

We are subject to the full range of government lsgans and supervision generally applicable to jganies
engaged in business in Chile, including labor lasscial security laws, public health laws, consumer
protection laws, environmental laws, securitiessdamd anti-trust laws. These include regulatiansrtsure
sanitary and safe conditions in manufacturing glant

We conduct our mining operations pursuant to expion concessions and exploitation concessionsteplan
pursuant to applicable Chilean law. Exploitatiameessions essentially grant a perpetual rightotaloct
mining operations in the areas covered by the @sioes, provided that annual concession fees adg\wah

the exception of the Salar de Atacama rights, whielve been leased to us until 2030). Exploration
concessions permit us to explore for mineral resgsion the land covered thereby for a specifiethgef
time, and to subsequently request a correspondioigieation concession.

We also hold water rights obtained from the Chileater regulatory authority for a supply of watewrh
rivers or wells near our production facilities scint to meet our current and anticipated opegatin
requirements. See Item 3. Key Information foriscalssion under "Risk Factors" of how changes inimgi
and water rights laws could affect our operatingteoWe operate port facilities at Tocopilla foipshent of
products and delivery of certain raw materials pardg to maritime concessions, under applicableeghil
laws, which are normally renewable on applicatiprgvided that such facilities are used as authdrized
annual concession fees are paid.

Under Law No. 16,319, the Company has an agreewigimthe Chilean Commission of Nuclear Energy (the
“CCHEN?") regarding the exploitation and sale ohiitm from the Salar de Atacama. The agreement sets
yearly quotas for the tonnage of lithium authorizedbe sold for each year of the Salar de Atacasmsa,
determined by the agreement.

We hold water rights that are key to our businesgebbpment. These rights were obtained from thise@m
Water Authority for a supply of water from riveracawells near our production facilities, which welibve
are sufficient to meet current operating requiretieHowever, the Water Code is subject to changbih
could have a material adverse impact on our busjrigsncial condition and results of operatiohs&w No.
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20,017, published on June 16, 2005, modified thée@&h laws relating to water rights. Under certain
conditions, these modifications allow the consiitutof permanent water rights of up to 2 liters pecond for
each well built prior to June 30, 2004, in the tomas where we conduct our mining operations. Sugiits
may be constituted in favor of parties that reqeestater rights prior to January 1, 2000, when secjuest
had not yet been processed as of June 16, 200&nktituting these new water rights, the law dustsfactor

in the availability of water, or how the new rightey affect holders of existing rights. Therefdhe amount
of water we can effectively extract based on oustag rights could be reduced if these additiongthts are
exercised. These and other potential future clatgéhe Water Code could have a material advenpadt
on our business, financial condition and resultspsrations.

In 2005, the Chilean Congress approved Law No.ZB(@lso known as the “Royalty Law”) establishing a
royalty tax to be applied to mining activities dyeed in Chile. The Chilean Government may detidievy
additional taxes on mining companies or other o@jans in Chile, and such taxes could have a nadter
adverse impact on our business, financial condaimh results of operations.

In 2006, the Chilean Congress amended the Laboe,Godl effective January 15, 2007, certain changes
made, affecting companies that hire subcontrad¢toggovide certain services. This new law, knownttee
“Law on Subcontracting”, establishes a new requaeimthat applies in the event of accidents in the
workplace. The law states that when a seriousdantioccurs, the company must halt work at thevgitere
the accident took place until authorities from t&tional Geology and Mining Service inspect the sihd
prescribe the measures the company must take termtréuture risks. Work may not be resumed uttd t
company has taken the prescribed measures, apetiog of time before work may be resumed mayftasa
number of hours, days, or longer. The effectshif hew law could have a material adverse effecown
financial condition or results of operations.

There are currently no material legal or admintateaproceedings pending against the Company veispect

to any regulatory matter, except as discussed ut®kety, Health and Environmental Regulations”obel
and we believe that we are in compliance in all anak respects with all applicable statutory and
administrative regulations with respect to our bass

Safety, Health and Environmental Regulations in Qéi

Our operations in Chile are subject to both naficarad local regulations related to safety, headthd
environmental protection.

In Chile, the main regulations on these matters dna applicable to SQM are the Code on Safety imirlg
Operations, the Health Code, the Law on Subcomtigagcand the Environmental Framework Law.

Health and safety at work are fundamental aspectsé management of mining operations, which is why
SQM has made constant efforts to improve the heaithsafety conditions of the people working atritaing
sites.

In addition to the role played by the Company iis important matter, the government has a regulatle,
enacting and enforcing regulations in order toguband ensure the health and safety of workers.Sthte,
acting through the Ministry of Health and the Na#b Service for Geology and Mining (“Sernageomin”),
performs mine safety inspections and oversees mimiojects, among other tasks, and it has exclysiveers
to enforce standards related to environmental ¢mmdi and the health and safety of the people peifm
activities related to mining.

The Mine Health and Safety Act of 1989 (Ministry Bfonomy, Reglamento de Seguridad Minera, Supreme
Decree DS No. 72, amended by DS No. 132/2002) goteorkers and nearby communities against health
and safety hazards, and it provides for enforceroktite law where compliance has not been achieved.
The main provisions of this act are related to:

« Securing the health, safety and well-being of pessat work;
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« Protecting nearby communities against risks totheal safety arising out of or in connection with
mining operations in the vicinity;

« Controlling the use and storage of explosive, liglemmable or otherwise dangerous substances;
« Controlling the emission or pollution into the aspbere of noxious or offensive substances

SQM's Internal Mining Standards Reglamentos internos minefpsstablish our obligation to maintain a
workplace that is safe and free of health riskasinuch as this is reasonably practicable. We ouwsply
with the general provisions of the Health and Safatt 1999 (Ministry of Health, Standards on BaSanitary
and Environmental Conditions in the Workplace, Regjlamento sobre Condiciones Sanitarias y Ambiesital
Bésicas en los Lugares de Trabajo” DS No. 594, dettby DS No. 57/2003), our own internal standaads,
the provisions of the Mine Health and Safety Actl8B9. In the event of non-compliance, the Miyigif
Health and particularly the National Service forolegy and Mining are entitled to use their enforeain
powers to achieve compliance with the law.

The Chilean Environmental Framework Law created thational Corporation of the Environment
(“Corporacion Nacional del Medio Ambiente” or “CONM"), which is the governmental agency responsible
for coordinating and supervising environmental éssuUnder the Environmental Framework Law, we are
required to conduct environmental impact studiesay future projects or activities (or their sigecdint
modifications) that may affect the environment. GOMWA, together with other public institutions with
mandates related to the environment, evaluatesa@maental impact studies submitted for its appravad
also oversees the implementation and operatiomapéqts. The Environmental Framework Law also praso
citizen participation in project evaluation and ievpentation.

Chilean environmental regulations have become &singly stringent in recent years, both with respecew
project approval and approved projects in theirstaction and operation phases. In this contextently
implemented environmental regulations in Chile haveated uncertainty because rules and enforcement
procedures for these regulations have not been fidleloped or have been developed without takig i
consideration specific aspects of the regulatedstréés. Given public interest in environmentaloczogément
matters, these regulations are subject to poliioakiderations that are beyond our control.

On August 10, 1993, the Ministry of Health publidhi@ the Official Gazette a resolution establishthgt
atmospheric particulate levels at our productiarilifees in Maria Elena and Pedro de Valdivia exdzzt air
quality standards, affecting the nearby towns. Tigh particulate matter levels are principally nfralust
produced during the processing of caliche orejqadarly the crushing of the ore before leachirigesidents
of the town of Pedro de Valdivia were relocatedhe town of Maria Elena, practically removing Pedms
Valdivia from the scope of the determination of Mimistry of Health. In the year 2000, CONAMA apped

a plan to reduce the atmospheric particulate leelew permissible levels by July of the same yeaih
certain amendments, by Decree No. 164/2000. Althaug followed the plan and reduced substantialey th
atmospheric particulate levels at our principalduation facilities, as a result of the investmears processes
implemented, we were not able to fully comply witle July 2000 timetable. Resolution No. 384, mitgd in
the Official Gazette on May 16, 2000, initiatedexision and reformulation of the plan. The newnpleas
published by Decree No. 37/2004 on March 2004, iarwdlled for an 80% reduction of the emissions of
atmospheric particulate material in two years. dsigned a new project to modify the milling ancesaing
systems used in the processing of the caliche tokdagia Elena facilities, in order to achieve trecessary
reduction of particulate material emissions. Animmmental impact study for this project was apga\by
CONAMA through Resolution No. 270 in October 200fpon issuing the approval for the environmental
impact study, CONAMA issued the Decree No. 5397hherizing this project as the one through which we
will comply with the emission reductions requiregl becree No. 37/2004. Construction of this projwes
completed in April of 2007, but after it startedeogting in mid-2007, certain design modificatiorecéme
necessary. These modifications are currently beiade, and the project is estimated to be in fodiration by
December 2008.

On March 16, 2007, the Ministry of Health publishedthe Official Gazette a resolution establishihgt
atmospheric particulate levels exceeded air quatépdards in the coast-town of Tocopilla, wherehaee our
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port operations. The high particulate matter lewets caused mainly by two thermoelectric power tgldnat
use coal and fuel oil and are located next to cont pperations. Our participation in particulate ttea
emissions is very small (less than 0.50% of thalXoHowever, a decontamination plan is being dgwedl and
additional operating and control measures will éguired in our port operations under this plan. @GN
estimates that this plan will begin implementatigrthe end of 2008.

We continuously monitor the impact of our operasiam the environment and have made, from timenteti
modifications to our facilities trying to eliminagmy adverse impacts. Also, over time, new enviremtal
standards and regulations have been enacted, \Wwhidgh required minor adjustments or modification®f
operations for full compliance. We anticipate thdtlitional laws and regulations will be enacteéro¥me

with respect to environmental matters. While whelve that we will continue to be in compliance hvall
applicable environmental regulations of which we aow aware, there can be no assurance that future
legislative or regulatory developments will not iosg new restrictions on our operations. We arentitted

to both complying with all applicable environmentagulations and applying an Environmental Manageme
System (EMS) to continuously improve our environtaéperformance.

We have submitted and will continue to submit savenvironmental impact assessment studies retatedr
projects to the governmental authorities. We neqguine authorization of these submissions in otder
maintain and to increase our production capacity.

International Regulations

In 2007, a new European Community Regulation onmitals and their safe use went into effect. This
regulation, called REACH (Regulation, Evaluationjtiorisation and Restriction of Chemical Substa)jces
requires all manufacturers and importers of chelsieancluding SQM - to identify and manage risk&éd

to the substances they manufacture and market. -chimpliance with this regulation would preclude the
Company from commercializing its products in thedpean market.
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4.C. Organizational Structure

All of our principal operating subsidiaries are exgfally wholly-owned, except for Soquimich Comaici
which is 61% owned by SQM and whose shares amxdliahd traded on the Chilean Stock Exchanges, and
Ajay SQM Chile S.A., which is 51% owned by SQM. eMollowing is a summary of our main subsidiaries a
of March 31, 2008. For a list of all our consolightsubsidiaries see Note 2(a) to the ConsolidaiteahEial
Statements

SQM Beneficial

Main subsidiaries Activity Country pf Ownership
Incorporation Interest
(Direct/Indirect)
SQM Nitratos S.A. Extracts and sells caliche ore to Chile 100%
subsidiaries and affiliates of SQM
SQM Industrial S.A. Produces and markets the Coripan Chile 100%

products directly and through other
subsidiaries and affiliates of SQM
SQM Salar S.A. Exploits the Salar de Atacama to Chile 100%
produce and market the Company’s
products directly and through other
subsidiaries and affiliates of SQM

Minera Nueva Victoria Produces and markets the Company’s Chile 100%
S.A products directly and through other
subsidiaries and affiliates of SQM
Servicios Integrales de | Owns and operates a rail transport Chile 100%
Transitos y system and also owns and operates the
Transferencias S.A. (SIT) Tocopilla port facilities
Soquimich Comercial Markets the Company’s specialty plant Chile 61%
S.A. nutrition products domestically and
imports fertilizers for resale in Chile
Ajay-SQM Chile S.A. Produces and markets the Coipsan Chile 51%
iodine and iodine derivatives
Sales and distribution Market the Company’s products Various

subsidiaries in the United throughout the world
States, Belgium, Brazil,
Venezuela, Ecuador,
Peru, Argentina, Mexico,
South Africa and other
locations.
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4.D. Property, Plants and Equipment

Discussion of our mining rights is organized belaacording to the geographic location of our mining
operations. SQM's mining interests located througlthe valley of the Tarapaca and Antofagasteoregof
northern Chile (in a part of the country known at Norte Grande”), referred to collectively as tigaliche
Ore Mines", are discussed first. The Company'sngiiinterests within the Atacama Desert in the exast
region of el Norte Grande (the "Salar de Atacaniadd") are discussed second.

DESCRIPTION OF THE CALICHE ORE MINES

As of December 31, 2007, we held exploitation gt mineral resources representing approximately
1,675,000 hectares, and we have applied for additiexploitation rights for approximately 472,000n
addition, we held exploration rights to minerala@ses representing approximately 283,000 hectarekwe
have applied for additional exploration rights gproximately 55,000 hectares. As part of thesketsigwe
have four mines covering an area of approximatély,B31 hectares. These four mines are currenthgbe
exploited.

During 2007, we modified the criteria we use toikefa mine. The new criteria require that a priypbave

both reserves and the processing facilities nepgs$sacarry out exploitation. As a result, certpiroperties

we previously defined as mines but that do not hanaeessing facilities are now considered part tbko

mines, and the number of mines has been reducedsivoto four. The Nueva Victoria mine now inclsdée

mining properties Soronal, Mapocho and Iris, whisdre described separately in previous Companyglin
The mining properties in terms of surface areaquahtity of reserves have not changed as a refstiiemew

criteria.

Pedro de Valdivia

The mine and facilities that we operate in PedroMdddivia are located 170 kilometers northeast of
Antofagasta and are accessible by highway. Treskties have been in operation for approximatélyyears
and were previously owned and operated by Anglotdrau The areas currently being mined are located
approximately 17 kilometers southeast and appraeipa?0 kilometers west of the Pedro de Valdivia
production facilities. Our mining facilities at e de Valdivia have a Weighted Average Age of
approximately 10.88 years. Electricity, diesel] &urel oil are the primary sources of power fostbperation.

Maria Elena

The mine and facilities that we operate in Marian&l are located 220 kilometers northeast of Anasfagand
are accessible by highway. These facilities havenb@ operation for approximately 82 years and were
previously owned and operated by Anglo Lautaro. atea currently being mined is located approxinyaté!
kilometers north of the Maria Elena production lides. The power sources of power utilized are mhai
electricity, diesel, and fuel oil. The Weighted Azge Age of the Company's mining facilities at MaElena

is approximately 10.99 years.

Pampa Blanca

We currently conduct caliche ore operations in Pamfanca, which is located 100 kilometers northedst
Antofagasta and is accessible by highway. Ore fileenPampa Blanca mine is transported by truck &hye
heap leaching pads where it is used to produceeoand nitrate salts. The Weighted Average Agila@fre
recovery facilities at Pampa Blanca is approxinyateB.46 years. The power source utilized is mostly
electricity, produced by mobile diesel generators.

Nueva Victoria

We currently conduct caliche ore operations in Nu¥ictoria, which is located 180 kilometers norfiMaria
Elena and is accessible by highway. Ore from Nuéetoria is transported by truck to heap leachirgi®
where it is then used to produce iodine. The Weidhkverage Age of the ore recovery facilities aeiu
Victoria is approximately 5.38 years. The power rseuutilized is mostly electricity, obtained frorhet
Northern Power Grid (SING).
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Description of the Salar de Atacama Brines

Salar de Atacama Brines

We hold rights to exploit the mineral resourcesiinarea covering approximately 197,000 hectardsnaf in

the Salar de Atacama in northern Chile, and we hegyglied for additional exploitation rights covegin
approximately 70,000 hectares. In addition, wedhekploration rights covering approximately 60,000
hectares, and we have applied for additional emfitum rights covering approximately 2,000 hectares.
Exploration rights are valid for a period of twoaye, after which the Company can (i) request arto@gagion
concession for the land, (ii) request an extensibthe exploration rights for an additional two y&dthe
extension only applies to a reduced surface araal¢q 50% of the initial area), or (iii) cease kxption of
the zone covered by the rights. The Weighted Average of our mining facilities at the Salar de Atama is
approximately 8.28 years. The main source of pawged by the operation is electricity.

Additional Mining Operations Leased in the Salar dgacama Region

SQM Salar S.A. holds exclusive rights to exploi tmineral resources in an area covering approxignate
197,000 hectares of land in the Salar de Atacamatiithern Chile. These rights include 147,000 drest that

are owned by Corfo and leased to SQM Salar S.Asyaunt to a lease agreement between Corfo and SQM
Salar S.A. (the Lease Agreement). Corfo may ndatamally amend the Lease Agreement, and the sigit
exploit the resources cannot be transferred. Hasé Agreement provides that SQM Salar S.A. ioresple

for the maintenance of Corfo’s exploitation rightsd for annual payments to the Chilean governnasmt, it
expires on December 31, 2030. SQM Salar S.A. dgired to make lease-royalty payments to Corfo
according to specified percentages of the valygraduction of minerals extracted from the SalaAticama
brines. In the years 2007, 2006, and 2005, royadiyments amounted to approximately US$13.9 million
US$ 9.2 million, and US$ 6.8 million, respectively.

In addition to the mining rights leased to SQM &&8aA. described above, Corfo has exclusive mimights
covering a total area of approximately 65,200 aoidi#tl hectares in the Salar de Atacama. Undetetimas of
the Salar de Atacama Project Agreement betweeroG@oid SQM Salar S.A., (the Project Agreement), €orf
has agreed that it will not permit any other persmexplore, exploit or mine any mineral resouritethose
65,200 hectares of the Salar de Atacama. Thed®@rdggeement expires on December 31, 2030.

Concessions, Extraction Yields and Reserves for tigaliche Ore Mines and Salar Brines

Concessions Generally

Caliche ore We hold our mineral rights pursuant to one 0b ttypes of exclusive concessions granted
pursuant to applicable law in Chile:

(1) "Exploitation Concessions" These are concessighereby we are legally entitled to use the lanorder
to exploit the mineral resources contained themina perpetual basis subject to annual paymentheto
Chilean government; or

(2) "Exploration Concessions" These are concessidrereby we are legally entitled to use the landrder
to explore for mineral resources for a period ob tyears, at the expiration of which the concessiay be
extended one time only for two additional yearthd area covered by the concession is reducedlby ha

An Exploration Concession is generally obtaineddorposes of evaluating the mineral resources iarea.
Generally, after the holder of the Exploration Gesgion has determined that the area contains &dplei
mineral resources, such holder will apply for arplBitation Concession for the area. Such appbcatiill
give the holder absolute priority with respect twls Exploitation Concession against third partiésthe
holder of the Exploration Concession determines tha area does not contain commercially explogabl
mineral resources, the concession is usually atfowwdapse, although it is our policy to converbstantially
all Exploration Concessions to Exploitation Cong@ss. An application also can be made for an Higtion
Concession without first having obtained an ExgloraConcession for the area involved.
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Concessions for the Caliche Ore Mines and Salar i8¥s

Approximately 84% of our total mining concessioms beld pursuant to Exploitation Concessions arth 16
pursuant to Exploration Concessions, not includargas within the Salar de Atacama Mines. Of the
Exploitation Concessions, approximately 77% havenba&ready granted pursuant to applicable Chilaan |
and approximately 23% are in the process of benagtgd. Of the Exploration Concessions, approxiimate
78% have been already granted pursuant to appicahilean law, and approximately 22% are in thegse

of being granted. Chile owns substantially all theface land covering our Exploration and Explaitat
Concessions.

We made payments to the Chilean government for Exploration and Exploitation Concessions of
approximately US$6.4 million in the year 2007.

The following table sets forth our exploitation axploration concessions as of December 31, 2007:

Exploitation Concessions Exploration Concessions Total
Total Total Total
Mines (1) number Hectares number Hectares number Hectares
Pedro de Valdivia 585 149,128 5 900 590 150,028
Maria Elena 619 185,049 24 8,100 643 193,149
Pampa Blanca 463 136,888 1 400 464 137,288
Nueva Victoria (2) 344 89,466 77 27,800 421 117,266
Salar de Atacama 409 266,965 209 61,800 618 328,765
Subtotal mines 2,420 827,496 316 99,000 2,736 926,496
Other caliche areas 7,039 1,586,168 1,058 301,400 8,097 1,887,568
Other salars and other
areas 581 117,756 308 81,400 889 199,156
Subtotal other areas 7,620 1,703,924 1,366 382,800 8,986 2,086,724
Total 10,040 2,531,421 1,682 481,800 11,722 3,013,221

(1) We have included in this table both concessiontsithee been granted and concessions in the protesing granted.

(2) Nueva Victoria amounts include the Mapocho and Salrproperties, which were presented separatetyir2006 Annual
Report on Form 20-F.
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Extraction Yields

The following table sets forth certain operatingadelating to each of our mines:

(Values in thousands unless otherwise stated) 2007 2006 2005
Pedro de Valdivia

Metric tons of ore mined 10,670 11,652 12,362
Average grade nitrate (% by weight) 7.5 7.4 7.2
lodine (parts per million (ppm)) 354 399 402
Metric tons of crystallized nitrate produced 423 454 476
Metric tons of iodine produced 2.3 25 2.6

Maria Elena (1)

Metric tons of ore mined 4,651 5,682 5,917
Average grade nitrate (% by weight) 7.4 7.5 8.0
lodine (ppm) 363 399 428
Metric tons of crystallized nitrate produced 424 504 479
Metric tons of iodine produced 1.0 1.3 1.4

Pampa Blanca

Metric tons of ore mined 3,108 4,832 5,309
lodine (ppm) 527 530 520
Metric tons of iodine produced 1.1 1.4 15

Nueva Victoria (2)

Metric tons of ore mined 12,285 14,635 7,140
lodine (ppm) 495 941 504
Metric tons of iodine produced 3.7 4,6 2.2

Salar de Atacama

Metric tons of lithium carbonate produced (3) 30 29 27
Metric tons of potassium chloride produced 611 539 632
Metric tons of potassium sulfate produced 157 170 162
Metric tons of boric acid produced 7 8 9

(1) Includes production at Coya Sur from treatmentiméd from Maria Elena and Pedro de Valdivia andatés from pile
treatment at Pampa Blanca.

(2) Includes the Iris mining property, which was acqdiin 2006 and was presented separately in the 2006al Report on
Form 20-F. Nueva Victoria extraction yields weigher in 2006 than they were in 2007 because th#gat extraction
yields from the Iris property, which SQM continuéal exploit for the first six months of 2006, subsent to the
acquisition. The Iris property has not been exptbisince mid-2006, and it represents a future sidanof the Nueva
Victoria operations.

(3) Lithium carbonate is extracted at the Salar de &ta and processed at our facilities at the SalaCaenen.
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Reserves

Reserves for the Caliche Ore Deposits

Our in-house staff of geologists and mining engisgerepares our estimates of caliche ore reservés
proven and probable reserve figures presented batewestimates, and no assurance can be giverhthat
indicated levels of recovery of nitrates and iodivik be realized. See Item 3. D. Risk Factors.

We estimate ore reserves based on engineeringagicais of assay values derived from sampling df-dri
holes and other openings. Drill-holes have beenenzadlifferent space intervals in order to recogmzning
resources. Normally, we start with 400 x 400 megard then we reduce spacing to 200x200 meters,1000x
meters and 50x50 meters. The geological occurrehaaliche mineral is unique and different from ath
metallic and non-metallic minerals. Caliche oréoignd in large horizontal layers at depths randig 1 to

4 meters and has an overburden between 0 and Zsmeétds horizontal layering is a natural geolobica
condition and allows the Company to estimate thaiocuoity of the caliche bed based on surface gecéidg
reconnaissance and analysis of samples and tredirésg resources can be calculated using theriéion
from the drill-hole sampling.

According to our experience in caliche ore, thel grattern drill-holes with spacing equal to or léssn 100
meters produce data on the caliche resourcesslsaifficiently defined to consider them measurexbueces
and then, adjusting for technical, economic andllegpects, as proven reserves. These reservebtameed
using the Kriging Method and the application of giemg parameters to obtain economically profitable
reserves. Similarly, the information obtained frdetailed geologic work and samples taken from patiern
drill-holes with spacing equal to or less than 206ters can be used to determine indicated resourBgs
adjusting such indicated resources to account dohrtical, economic and legal factors, it is possitd
calculate probable reserves. Probable reservesalmelated by evaluating polygons and have anneiogy

or error margin greater than that of proven reseriiewever, the degree of certainty of probablermes is
high enough to assume continuity between pointsheérvation.

Proven and probable reserves are determined usiagséve drilling, sampling and mine modeling, ider to
estimate potential restrictions on production y8elohcluding cut-off grades, ore type, dilution, stexto-ore
ratio and ore depth. Economic feasibility is detieied on the basis of this information.

The updated estimates of our proven reserves icheabre at each of our mines, as of December@®17,2are
as follows:

Proven Reserves (1)

Nitrate Average Grade

lodine Average Grade

Mine (millions of metric tons) (percentage by weight (parts per million)
Pedro de Valdivia 152.3 7.1% 370
Maria Elena 134.8 7.3% 415
Pampa Blanca 74.9 6.3% 549
Nueva Victoria (2) 283.8 5.7% 427

In addition, the updated estimates of our probatderves of caliche ore at each of our principalesias of

December 31, 2007, are as follows:

Probable Reserves (1) (3)

Nitrate Average Grade

lodine Average Grade

Mine (millions of metric tong (percentage by weight) (parts per million)
Pedro de Valdivia 136.8 6.8% 428
Maria Elena 97.6 7.3% 380
Pampa Blanca 429.4 6.0% 524
Nueva Victoria (2) 129.9 5.5% 407

Notes on Reserves:

(1) The proven and probable reserves set forth in theegsaabove are shown before losses related to it and
metallurgical treatment. Proven and probable weserre affected by mining exploitation methodsjcihresult in
differences between the estimated reserves thaivaitable for exploitation in the mining plan athe recoverable material
that is finally transferred to the leaching vatheaps. The average mining exploitation factoiofar different mines ranges
between 80% and 90%, whereas the average globallungical recoveries of processes for nitrate exthe contained in
the recovered material vary between 55% and 65%.
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(2) Proven and probable reserves for Nueva Viatmclude the Soronal and Mapocho mining propertidgch were presented
separately in the Company’s 2006 Annual Report ormF20-F. Nueva Victoria also includes the reserfig the Iris
mining property, which was acquired in 2006 and seheserves had not yet been estimated at theher2006 Form 20-F
was filed.

(3) Probable reserves amounts can be transformediar to obtain amounts expressed as proven esser@n average, the
transformation factor to express probable resemggaroven reserves is higher than 60%. This fat@pends on geological
conditions and caliche ore continuity, which vamgri mine to mine. The difference between the potebeeserve amounts
and the transformed probable reserve amounts ieethdt of the lower degree of certainty pertainiagprobable reserves
compared with proven reserves.

The proven and probable reserves shown above anesilt of exploration and evaluation of approsxtiha
16.0% of the total caliche-related mining propefyur Company. However, we have explored thosasin
which we believe there is a higher potential ofifitg high-grade caliche ore minerals. The remail@ad%
of this area has not been explored yet or hasdinieconnaissance as inferred or hypothetical reesu
Reserves shown in these tables consider and andlatald over mining properties that are not invdlireany
legal issues between SQM and other parties.

Exploration Program We maintain an ongoing program of exploration aesburce evaluation on the land
surrounding the mines at Nueva Victoria, Pedro d&lWia, Maria Elena and Pampa Blanca and at aiites
for which we have the appropriate concession2007, we continued a basic reconnaissance progname\o
mining properties including a geological mappingtisé surface and spaced drill-hole campaign cogerin
approximately 46,516 hectares. Additionally, wadacted general explorations based on a closeipgtidrn

of drill-holes over a total area of approximate|¢80 hectares and, in addition, carried out inddlegatmpling

of approximately 2,305 hectares (896 hectares dtoPde Valdivia, 413 hectares at Maria Elena, a6 9
hectares at Nueva Victoria). The exploration areletbpment program in 2008 calls for a basic
reconnaissance program over a total area of 4hét€ares, general exploration over a total areaboiut
4,067 hectares and, in addition, in-depth sampdirgpproximately 2,654 hectares.

Reserves for the Salar de Atacama Brines

Our in-house staff of hydro-geologists and miningyieeers prepares our estimates of potassium,tsulfa
lithium and boron reserves at the Salar de Atacaiva. have explored the land up to a depth of 10trae
and estimate that our proven and probable resepasgd on economic restrictions, geostatisticalyaisaand
brine sampling up to a depth of 30 and 50 meteesas follows:

Proven Reserves (1)
(millions of metric tons)

Probable Reserves (1)
(millions of metric tons)

Potassium (K) (2) 49.9 7.3
Sulfate (SQ?%) (3) 36.1 1.3
Lithium (Li ¥) (4) 3.0 2.0
Boron (B*) (5) 1.2 0.1

Notes on Reserves:

(1) Metric tons of potassium, sulfate, lithium asaron considered in the proven and probable resemeshown before losses
from evaporation processes and metallurgical treatm The recoveries of each ion depend on bottebcbmposition,

which changes over time, and the process applipdotuce the desired commercial products.

(2) Recoveries for potassium vary from 47% to 68%.

(3) Recoveries for sulfate vary from 27% to 44%.

(4) Recoveries for lithium vary from 28% to 32%.

(5) Recoveries for boron are approximately 29%.
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The proven and probable reserves are based omgiritirine sampling and geo-statistic reservoir aling in
order to estimate brine volumes and their compmsitiTo evaluate reserves, we conduct a geostatistiudy
using the Kriging Method in 2D. We calculate thality of brine effectively drainable or exploitabih each
evaluation unit. We consider chemical parameteidetermine the process to be applied to the briBesed
on the chemical characteristics, the volume ofémd drainable percentage, we determine the nuofber
metric tons for each of the chemical ions. Proveserves are defined as those geographical bldeks t
comply with a Kriging method estimation error of tp15%. In the case of probable reserves, trectss
blocks must comply with an estimation error betwé&&fo and 35%. Blocks with an error greater tha¥ 35
are not considered in the evaluation of reservEsis procedure is used to estimate potential &iris on
production yields, and the economic feasibilitypooducing such commercial products as potassiuworidel,
potassium sulfate, lithium carbonate and boric &ietermined on the basis of the evaluation.

PORTS AND WATER RIGHTS

We operate port facilities at Tocopilla for shiprheh products and delivery of certain raw materjggsuant
to renewable concessions granted by Chilean regylauthorities, provided that such facilities ased as
authorized and annual concession fees are paidbWe also hold water rights for a supply of wdtem

rivers and wells near our production facilities fmignt to meet our current and anticipated opersti

requirements.

PRODUCTION FACILITIES

Our principal production facilities are located near mines and extraction facilities in northerhil€. The
following table sets forth the principal productitatilities as of December 31, 2007:

Location Type of Facility Approximate Size(1) (Hectares)
Pedro de Valdivia Nitrates and iodine production 612
Maria Elena Nitrates and iodine production 110
Coya Sur Nitrates and iodine production 232
Pampa Blanca Concentrated nitrate salts and iodine 86
production
Nueva Victoria lodine production 11
Salar de Atacama (2) Potassium chloride, lithiutoritle, 2,288
potassium sulfate and boric acid
Salar del Carmen, Antofagasta Lithium carbonateliémdm 32
hydroxide production
Tocopilla Port facilities 24
(1) Includes production facilities, solar evapavatponds and leaching heaps, if any.
2) We lease the exploitation rights used at tHarSke Atacama from Corfo.

We own, directly or indirectly through subsidiatiedl of the facilities, free of any material liergedges or
encumbrances, and believe that they are suitalleadrquate for the business we conduct in themofAs
December 31, 2007, the approximate gross book \altiee property and associated plant and equipment
our locations was as follows: Pedro de Valdivia $8%04 million), Maria Elena (US$156.48 million)pya
Sur (US$106.77 million), Pampa Blanca (US$4.07 ian), Nueva Victoria (US$104.76 million), Salar de
Atacama (US$250.58 million), Salar del Carmen (US@@ million) and Tocopilla (US$39.04 million).

In addition to the above-listed facilities, we cgtera computer and information system linking atmgpal
subsidiaries to our operating facilities throughdChile via a local area network. The computer and
information system is used mainly for accountingynitoring of supplies and inventories, billing, ttya
control and research activities. The system's maimé computer equipment is located at our offiges i
Santiago.
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The map below shows the location of SQM's principaling operations and land concessions.
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The approximate Weighted Average Age of our pradadiacilities as of December 31, 2007 was as Vailo
Pedro de Valdivia (10.88 years), Maria Elena (10/8ars), Coya Sur (5.97 years), Nueva Victoria§5.3
years), Salar de Atacama (8.28 years), and SalaCaenen (8.95 years). Our railroad line between ou
production facilities and Tocopilla was originatpnstructed in 1890, but the rails, locomotives aiting
stock have been replaced and refurbished as ne€bedlocopilla port facilities were originally cdnscted

in 1961 and have been refurbished and expanded 8iat time. The Weighted Average Age of the Totpi
port facilities is approximately 13.70 years. Wagsider the condition of our principal plant and ipguent to
be good.

We maintain different projects to improve our proiilon methods, to increase production capacityuofent
products and to develop new products and mark#ts.have in place a capital expenditure progranincafbr
investments of approximately US$320 million for tear 2008 and a total of approximately US$680iomill
during 2009 and 2010. For further discussion sra #.A History and Development of the Company -itahp
Expenditure Program

TRANSPORTATION AND STORAGE FACILITIES

We own and operate railway lines and equipmentyelsas port and storage facilities, for the traors@and
handling of finished products and consumable melteri

The main center for our production and storageaof materials is the hub composed of the facilitie€oya
Sur, Pedro de Valdivia and Maria Elena. Our SakarAdacama facilities constitute the second largest
concentration of plants and raw material storagbefOfacilities include Nueva Victoria, Pampa Blanand
the lithium carbonate and lithium hydroxide finisgiplants. The Tocopilla Port Terminal, which wenpus

the main facility for storage and shipment of otoducts.

Nitrate raw materials are produced and first staedur Pampa Blanca, Pedro de Valdivia and Maléa&
mines, and then transported by rail (Pedro de Valyiconveyor belt (Maria Elena) and truck (othdosthe
plants described in the next paragraph, for furtherduction processes.

Nitrate finished products are produced at our iféesl in Pedro de Valdivia, Maria Elena and Coya &uwd
then transported by our rail system to TocopillatPieerminal, where they are stored and shippedheeit
bagged or in bulk.

Potassium chloride is produced at our facilitiethim Salar de Atacama and transported either togitte Port
Terminal or Coya Sur by a dedicated dual transpgstem (rail/truck) owned by a third-party dedichte
contractor. Product transported to Coya Sur idl @sea raw material for the production of potassnitnate or
for potassium chloride finished product.

Potassium sulfate and boric acid are both prodateour facilities in the Salar de Atacama and them
transported to Tocopilla Port Terminal to follovettest of the process. Potassium sulfate is toatespby the
same dual mode system as potassium chloride, areadmid is transported by a contracted truckingpany,
after being bagged at the Salar de Atacama.

Lithium solutions, produced at our facilities iretBalar de Atacama, are transported to the littdarbonate
facility in the Salar del Carmen area, where fiegHithium carbonate is produced. Part of the dithi
carbonate is fed to the adjacent lithium hydroxpthnt, where finished lithium hydroxide is producdthese
two products are bagged and stored on the prerarsgsare subsequently transported by truck to Tdeopi
Port Terminal or to the Antofagasta Terminal foipstent on charter vessels or container vessels.

lodine raw material, obtained in the same minesitiates, is processed, bagged and stored exelysivthe
facilities of Pedro de Valdivia and Nueva Victoramd then shipped by truck to Antofagasta or lgaifpr
vessel container transport or by truck to Santiageere iodine derivatives are produced.

The facilities at Tocopilla Port Terminal are losétapproximately 186 kilometers north of Antofagashd
approximately 124 kilometers west of Pedro de Weddi84 kilometers west of Maria Elena and Coya &t
372 kilometers west of the Salar de Atacama. Sld@rates the facilities under maritime concessiolstgd
pursuant to applicable Chilean laws. The port alsmplies with ISPS (International Ship and Portilg
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Security Code) regulation. The Tocopilla Port Terabifacilities include a railcar dumper to transbenk
product into the Conveyor Belt system used to shoieship bulk product.

Storage facilities consist of a six silo systemthvé total capacity of 54,000 metric tons, and penostorage
area for approximately 180,000 metric tons. A baggtation capable of bagging both small and rbags is
also connected to the conveyor system.

For shipping bulk product, the conveyor belt systextends over the coast line to deliver productaliy
inside bulk carrier hatches. Using this systera,lttading capacity is 1,200 tons per hour. Bagdaaded to
bulk vessels using barges that are loaded in Tbadport Terminal dock and unloaded by vessel gan®
the hatches. Both bulk and bagged trucks are lodwletbcopilla Port Terminal for transferring produc
directly to customers or for container vessels @higp from other ports, mainly Antofagasta, Mejilemand
Iquique.

Bulk carrier loading in the Tocopilla Port Terminglmostly contracted for by us to transfer thedpici to our
hubs around the world or for shipping to custometsich in limited cases use their own contractesbets for
delivery. Trucking is provided by a mix of spothtacted and customer owned equipment.

ITEM 4A. UNRESOLVED STAFF COMMENTS
Not applicable
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ITEM 5. OPERATING AND FINANCIAL REVIEW AND PROSPECTS

CRITICAL ACCOUNTING POLICIES

Critical accounting policies are defined as thdss aire reflective of significant judgments andarteinties,
which would potentially result in materially diffemt results under different assumptions and canditi

We believe that our critical accounting policiestlire preparation of our Chilean GAAP financial staénts
are limited to those described below. It shouldnioged that in many cases, Chilean GAAP specificall
dictates the accounting treatment of a particukandaction, with no need for management's judgrinetiteir
application. Additionally, significant differencesan exist between Chilean GAAP and U.S. GAAP, as
explained below in the Notes to the Financial Statets in Note 29—Differences between Chilean anidedn
States Generally Accepted Accounting Principleseréhare also areas in which management's judgment i
selecting available alternatives would not prodowgerially different results. For a summary of digant
accounting policies and methods used in the préparaf the financial statements, see Note 2 to the
Consolidated Financial Statements as of DecembeR@17 and 2006, and for the three years in thsger
ended December 31, 2007.

Allowance for doubtful accounts

We maintain allowances for doubtful accounts famested losses resulting from the assessed inabilibur
customers to make required payments. If the filmnoondition of our customers were to deteriorate
unexpectedly, impacting their ability to make payise additional allowances may be required. Weimelyt
review the financial condition of our customers amake assessments of collectibility.

Deferred income tax asset valuation allowance

Our Company and each of its subsidiaries compulepay income tax on a separate basis, exceptdddis.
subsidiaries. We estimate our tax exposure angsisemporary differences resulting from differingatment
of various items for tax and accounting purposé®s€ differences result in deferred tax assetdiainitities,

which are reflected in our consolidated balanceshe

We record a valuation allowance to reduce defdardssets to the amount that we believe is mbedylithan
not to be realized. The valuation of the defergedasset is dependent on, amongst other thinggbiliy of
the Company to generate a sufficient level of faitimxable income.

Inventories

Inventories of finished products and work in pracaee valued at average production cost. Raw raktend
products acquired from third parties are statedvatage cost and materials-in-transit are valuezbstt We
regularly review inventory for impairment and re¢@n obsolescence provision so that carrying valoasot
exceed net realizable values.

Staff severance indemnities

We have significant staff severance indemnity litbs, which are recognized on accrual basis. etaht in
the valuations of these obligations are key assiomgtincluding discount rates. We are requireddosider
current market conditions, including changes ier@st rates, in selecting these assumptions. Changae
related benefit plan liabilities may occur in theture due to changes resulting from fluctuationsun related
headcount or to changes in the assumptions.

Mining development costs

Mine exploration costs and stripping costs to naimtproduction of mineral resources extracted from
operating mines are considered variable produatasis and are included in the cost of inventorydpced
during the period. Mine development costs at newesii and major development costs at operating mines
outside existing areas under extraction that apeerd to benefit future production, are capitalizeder
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“other long-term assets” and amortized using asuwitproduction method over the associated proveh a
probable reserves. The Company determines its prand probable reserves based on drilling, bringptiag
and geostatistic reservoir modeling in order taneste mineral volume and composition. See Item. 4.D
Property, Plants and Equipment—Reserves.

All other mine exploration assets costs, includaxpenses related to low grade mineral resourceterim
reserves that are not economically exploitable,cagged to the results of operations in the peinoghich
they are incurred.

Long-lived assets and their impairment

We estimate the useful lives of property, plant aqdipment in order to determine the amount of elgiption
expense to be recorded during any reporting peridek estimated useful lives are based on historical
experience with similar assets, taking into accamicipated technological or other changes. Ifinetogical
changes are expected to occur more rapidly ordiffarent way than previously anticipated, the uséifes
assigned to these assets may need to be reduseldingein the recognition of increased deprecragapense

in future periods.

We evaluate the recoverability of our long-livedsets (other than intangiblesd deferred tax assets) in
accordance with Technical Bulletin No. 33 “Accougtitreatment of Property, Plant and Equipmentyesss

by the Chilean Association of Accountants, and SIN&S 144 "Accounting for the Impairment or Disposél
Long-Lived Assets". Long-lived assets are reviewfed impairment whenever events or changes in
circumstances indicate that the carrying amountmfasset may not be recoverable. The rules require
recognition of impairment of long-lived assets lie event that the net book value of such assetedsche
future undiscounted net cash flows attributableuch assets. Impairment, if any, is recognizedhéngeriod

of identification to the extent the carrying amoohtan asset exceeds the fair value of such ag&ebelieve

that the accounting estimate related to asset imeait is critical because it requires us to malsei@ptions
about future cash flows generated from the ushefssets over their estimated useful lives.

Impairment of goodwill

We have intangible assets related to goodwill. Wn@hilean GAAP, goodwill should be reviewed for
impairment when events or circumstances, suchcasrent losses for two or more periods, indicapossible
inability to realize the carrying amount. Under S-No. 142, goodwill must be allocated to reportingts
and tested for impairment at least annually or nfoeguently if events or circumstances, such asiesdy
changes in the business climate, indicate thaéthey be justification for conducting an interimatteT he first
part of the test is a comparison, at the repotinitjlevel, of the fair value of each reporting tuii its carrying
amount, including goodwill. If the fair value isskethan the carrying value, then the second paheofest is
needed to measure the amount of potential goodwnflhirment. The implied fair value of the reportingit's
goodwill is calculated and compared to the carnangpunt of goodwill recorded in the Company’s ficiah
records. If the carrying value of the reportingtsrgoodwill exceeds the implied fair value of tigabdwill,
then we would recognize an impairment loss in tm@wnt of the difference, which would be recordechas
charge against net income.

The fair values of the reporting units are deteedirusing discounted cash flow models based on each
reporting unit’s internal forecasts.

The impairment analysis requires management to reaBfective judgments concerning estimates of Huav t
assets will perform in the future using a discodntash flow analysis. Additionally, estimated céshvs
may extend beyond ten years and, by their natuse dificult to determine. Events and factors thady
significantly affect the estimates include, amortlgeos, competitive forces, customer behavior atrtian,
changes in revenue growth trends, cost structurdstechnology, and changes in interest rates aadifgp
industry or market sector conditions. Impairmemnteicognized earlier whenever warranted.

During the period ended December 31, 2007, there we changes in the application of generally asckp
accounting principles in Chile compared to the pyiear.
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5.A. Operating Results
Introduction

The following discussion should be read in conjimmctvith the Company's Consolidated Financial etets
and the Notes thereto included in Item 18. Certaloulations (including percentages) that appeeagih have
been rounded.

Our Consolidated Financial Statements are preparadcordance with Chilean GAAP, which differ irrtzgén
material respects from U.S. GAAP. Note 29 to@wmsolidated Financial Statements provides a qegumi

of the material differences between Chilean GAAR HiS. GAAP and a reconciliation to U.S. GAAP of ne
income for the years ended December 31, 2007, 20@b 2005 and of total shareholders' equity as of
December 31, 2007 and 2006. Our Consolidated Eiab8tatements are prepared in U.S. dollars. Ul
dollar is the primary currency in which we operate.

We operate as an independent corporation. Nonsthele are a "controlled corporation”, as that té&sm
defined under Chilean law. See Item 6.E. Shareebsirip.

Certain segment information by products group anddmographical area is provided in Note 29 —Dififiees
between Chilean and United States Generally Acdepteounting Principles— Il. k) Industry segmentdan
geographic area information.

Overview of Our Results of Operations

We divide our operations into the following fiveopiuct lines:

e Specialty plant nutrition: production and comméizaion of specialty fertilizers.

« lodine and derivatives: production and commercaion of iodine and derivatives.

» Lithium and derivatives: production and commereiaion of lithium and derivatives.

e Industrial chemicals: production and commerciaiaraof industrial nitrates, and boric acid.

e Potassium chloride and other commodity fertilizgnoduction and commercialization of potassium
chloride and commercialization of other commodeéistifizers.

We sell our products through three primary chanrmels own sales offices, a network of distributangl, with
respect to our fertilizer products, through Yargetnational ASA pursuant to a commercial agreement.

FACTORS AFFECTING OUR RESULTS OF OPERATIONS

Our results of operations substantially depend on:

* Trends in demand for and supply of our productse I8em 5.D. Trend Information;
« Our efficiency in operating our facilities, as thene generally running at nameplate capacity;

* Our ability to accomplish our capital expendituprsegram in a timely manner, as we are the main
supplier in our core businesses;

e Trends in the exchange rate between the US datlldrGhilean peso, as a significant portion of the
cost of sales is related to the Chilean peso;

a7



» Logistics, raw materials and maintenance costs¢hlivhave been increasing in the last several years;
and

* Energy costs, which have increased due to the ¢ogh of oil and the interruption of our natural gas
supply.

The following table sets forth our revenues (inlimils of U.S. dollars) and the percentage accoufaethy
each of our product lines for each of the periodscated:

Year ended December 31,

2007 2006 2005

uss % uss % uss %
Specialty plant nutrition 580.0 49 503.1 48 487.8 4 5
lodine and derivatives 215.1 18 217.7 21 149.1 17
Lithium and derivatives 179.8 15 128.9 12 81.4 9
Industrial chemicals 81.2 7 71.3 7 70.5 8
Potassium chloride and other
commodity fertilizers) 130.7 11 121.9 12 107.2 12
Total 1,187.5 100 1,042.9 100 896.0 100

(1) Primarily imported fertilizers distributed in Chiénd potassium chloride sold to third parties.

The following table sets forth certain financialdrmation of the Company under Chilean GAAP (inlimiis
of U.S. dollars) for each of the periods indicatesla percentage of revenues:

Year ended December 31,

2007 2006 2005

Us$ % Uss$ % uUss$ %
Total revenues 1,187.5 100.0 1,042.9 100.0 896.0 0.010
Cost of goods sold (857.7) (72.2)  (753.3) (72.2) (652.9) (72.9)
Gross margin 329.8 27.8 289.6 27.8 243.1 27.1
Selling and administrative expenses (70.3) (5.9 (69.7) (6.7) (61.9) (6.9)
Operating income 259.5 21.9 219.9 21.1 181.2 20.2
Non-operating income 25.9 2.2 19.2 1.8 16.4 1.8
Non-operating expenses (53.0) (45 (553 (5.3) (50.8) (5.7)
Income before income taxes 232.4 19.6 183.8 176 46.81 16.3
Income tax (48.6) (4.1) (37.9) (3.6) (32.5) (3.6)
Minority interest (3.8) (0.3) 4.7) (0.5) (2.0 0.
Amortization of negative goodwill 0.0 0.0 0.1 0.0 .20 0.0
Net income 180.0 15.2 141.3 13.5 113.5 12.7
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Results of Operations — 2007 compared to 2006

During 2007, we generated total revenues of apprately US$1,187.5 million, which is approximately
13.9% higher than the US$1,042.9 million recordedlie year ended December 31, 2006.

The main factors that explain the increase in regsemand the operational variations in the diffemoduct
lines are the following:

Specialty Plant Nutrition

Revenues from sales of specialty plant nutritioodpicts increased 15.4% to US$580.8 million in 2607
US$503.1 million in 2006. Set forth below are salelime data in the specified year by product aateg

2007 2006 % Change
Sodium nitrate Th. Ton 45.9 43.3 6%
Potassium nitrate and sodium potassium nitrate  Th. Ton 695.3 615.0 13%
Blended and other specialty fertilizers Th. Ton 261.5 250.9 4%
Other non-SQM specialty plant nutrients Th. Ton 1171 142.9 (18%)
Potassium sulfate Th. Ton 172.0 172.4 0%

The year-over-year growth in revenues was mairdyrésult of favorable pricing conditions in thissmess

segment, as well as increased sales volumes. €agn; specialty plant nutrition prices increaséddiring

the year, as a result of the tight supply scenaffiecting global potassium-related markets, conmbiwéh a

demand that continues to grow. The general lackathssium in the soil found in developing countiiges
strongly pushing demand for potash. At the samm tiour specialty plant nutrients have benefitenfr
changing preferences on the part of consumers,imdreasingly demand better-quality agriculturaldarcts,

and as a result, farmers strive to improve yietdsrder to meet the increased demand. Risinggliegan to
have a beneficial effect on the Company’s resulisng the third quarter of 2007, and the upwarddrevas

even more noticeable in the fourth quarter.

Higher prices in the Specialty Plant Nutrition seginwere complemented by increased sales volunmésgdu
the year. Demand for specialty plant nutrientE&imopean markets, which were affected by bad wedthe
2006, recovered in 2007; as a result, the Compepgrted a year-over-year increase in sales voluhester
soluble potassium nitrate to Europe, and espectallgpain. During 2007 the Company also recorded a
substantial increase in volumes of potassium witsald to China. In addition, sales of potassiutmrate and
sodium potassium nitrate in Latin America were bigin 2007, due in large part to the strong agticel
markets in Brazil. The decrease in sales volumkestber non-SQM specialty plant nutrients was
predominantly due to the sale of our trading afféiin Mexico during the third quarter of 2006.

lodine and lodine Derivatives

Revenues for iodine and iodine derivatives decikds2% to US$215.1 million in 2007 from US$217.7
million in 2006. Set forth below are sales volunagadin the specified year.

2007 2006 % Change

lodine and derivatives Th. Ton 9.1 9.8 (7%)
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The Company’s 2007 results in the lodine and lodexivatives segment for 2007 were driven by a
combination of higher prices and lower volumes.dite prices increased approximately 7% compared to
2006, as rising production costs were reflectedhi pricing. Further influencing prices was thevgng
demand at the global level, which during 2007 wasett predominantly by the use of iodine in such
applications as x-ray contrast media for diagnadstiaging, biocides for paints and wood treatmetpcts,
and liquid crystal displays (LCDs).

Demand for iodine salts in LCD screens—iodine’sdtargest end market, where it is used in the pectdn
of polarizing film—grew by close to 30% in 2007 particular, the LCD TV market has been expandioi
only in terms of sales volumes, but also in terfngrowing screen sizes; this tendency should costin the
future. Part of this growth in demand is beings$i@d by iodine recycled in that same industry,oaty a
fraction of this product remains in the polariziiiigh. The remaining iodine, which producers usedlisrard,
is now increasingly being reprocessed, and as wtrescycled iodine has become essentially antiaadil
“competitor” in this market.

Higher pricing was offset by lower sales volumeshia year, as the Company decreased its total \adumy
approximately 7% compared to 2006. This decreaae the result of an increasingly competitive market
environment; other Chilean producers increased greduction capacity during the year, and theresvadso
increases in production from recycling.

Lithium and Lithium Derivatives

Revenues for lithium and lithium derivatives inged 39.5% to US$179.8 million in 2007 from US$128.9
million in 2006. Set forth below are sales volunagadin the specified year.

2007 2006 % Change

Lithium carbonate and derivatives Th. Ton 28.6 30.4 (6%)

Year-over-year revenue growth in this business lmas driven by lithium prices, which increased
approximately 48% in 2007. As expected, salesmekidecreased slightly compared to 2006, but fféste
was outweighed by the substantial price increaservied during the year.

The favorable pricing conditions that have prewile the past couple of years have prompted Chinese
producers to increase their lithium capacity. Agsult of this new production, tightness in litlmiicarbonate
supply observed during the first half of 2007 eageitie second half.

World lithium demand continues to grow at ratesadund 7% per year. As in recent periods, the ugpwa
trend during 2007 was driven in large part by dedanfamn lithium in rechargeable batteries, which nedrfgrew
an estimated 20% during the year. Lithium-iondr@s—traditionally used in mobile phones, laptapgital
cameras, and many other devices—are being utitizeet and more in cordless power tools, which areemo
lithium-intensive than some of the other applicasi@and therefore represent considerable growtmpake

During 2007, this business line also benefited fignowth in the market for lubricating greases, phienary

end market for lithium hydroxide. In addition, tBempany recorded revenues from sales of butyliithand
lithium chloride on the order of US$10.7 milliorrfine year.

50



Industrial Chemicals

Revenues for industrial chemicals increased 13®%S3$81.2 million in 2007 from US$71.3 million i0@6.
Set forth below are sales volume data in the sigelcyfear by product category.

2007 2006 % Change
Industrial nitrates Th. Ton 175.2 161.7 8%
Boric acid Th. Ton 9.2 9.9 (7%)

Revenues from sales of industrial chemicals ine@&s 2007 largely as a consequence of rising pri¢ices
of industrial nitrates and prices of specialty plantrients are indirectly related, and on avenagees for this
business line were approximately 6% higher thay there in 2006.

Growth in sales volumes in the Industrial Chemidaisiness segment was primarily explained by dales
Latin America. Favorable conditions in the comntiedi markets in recent periods have resulted ireased
mining activity in this region, which in turn hasrprated greater demand for explosives, in whieh th
Company’s industrial-grade sodium nitrate is a keynponent. In addition, the Company reported highe
volumes of sodium nitrate sold in Europe during ykar, which is partly due to the use of this pridcas a
medium for heat storage in a solar energy proje&pain.

Potassium Chloride and Other Commodity Fertilizers
Potassium chloride

Revenues from sales of potassium chloride increa8e3%o to US$51.3 million in 2007 from US$32.1 ioitl
in 2006. Set forth below are sales volume dataérspecified year.

2007 2006 % Change

Potassium Chloride Th. Ton 179.0 126.4 42%

The substantial year-over-year increase in potasshloride revenues was driven by prices, whicle resarly
13% in 2007, as well as sales volumes, which weseerthan 40% higher than sales volumes in 200@b&bl
potash prices have experienced a sustained incieaseent periods, due to the combined effectigfftt
supply and growing demand.

Other commodity fertilizers

Revenues from sales of other commodity fertilizdesreased from US$89.8 million in 2006 to US$79.4
million in 2007, as a result of the sale of ouding affiliate in Mexico during the third quartef 2006.

Production Costs

During 2007, the Company continued to be affectgdhigher costs related to energy, raw materials tapd
appreciation of the Chilean peso against the UoBarg affecting the Company’s peso-denominateceasps.
The ongoing natural gas shortages have forced usddigher-cost alternative fuels, such as diaselfuel
oil. Additionally, the price increases that havieeted raw materials and spare parts in recentsyea
maintained their upward trend, and the Chilean pesocontinued to strengthen against the U.S.rddllese
factors had a significant impact during 2007.
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Gross Profit

As a result of the factors described above, grosfitpncreased 13.9% to US$329.8 million in 200@nh
US$289.6 million in 2006.

Selling and Administrative Expenses

Selling and administrative expenses totaled US$@iliRn (5.9% of revenues) for the full year, coanpd to
the US$69.7 million (6.7% of revenues) recordedrufull-year 2006.

Operating Income

As a result of the factors described above, opegaticome increased 18.0% to US$259.5 million i0720
from US$219.9 million in 2006.

Non-Operating Income and Expenses

The Company recorded a non-operating loss of U3$Rifllion for 2007 which is lower than the US$36.0
million loss recorded for full-year 2006.

Net financial expenses totaled US$(10.6) milliorrimiyi 2007. This figure was lower than the US$(16.2
million recorded for 2006, primarily as a resulttioé lower levels of debt held by the Company dyé607.

Income Taxes

In 2007, income taxes were US$48.6 million, resgltin an effective consolidated tax rate of 20.9%,
compared to income taxes of US$37.9 million ancetiactive consolidated tax rate of 20.6% in 2006. |
accordance with Chilean law, SQM and each of itdle@h subsidiaries compute and pay taxes on an
individual basis, not on a consolidated basis. Vild tax loss carry-forwards of US$142.2 million ds o
December 31, 2007, the majority of which have npiration dates and are expected to be utilizeche t
future.

The corporate income tax rate in Chile was 17%2f@07 and 2006. The Company’s effective tax rate is
higher than the Chilean rate because its foreigmaipns are subject to higher tax rates.

The 28.2% increase in income taxes is mainly dubdancrease in our taxable income.

For a more detailed analysis of the Company’s ire@nd deferred taxes see Note 14 to the Consdlidate
Financial Statements.

Results of Operations — 2006 compared to 2005

During 2006, we generated total revenues of appratély US$1,042.9 million, which was approximately
16.4% higher than the US$896.0 million recordedffieryear ended December 31, 2005.

The main factors that explain the increase in regsemand the operational variations in the diffemoduct
lines were the following:
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Specialty Plant Nutrition

Revenues from sales of specialty plant nutritioodprcts increased 3.1% to US$503.1 million in 20@6nf
US$487.8 million in 2005. Set forth below are salelme data in the specified year by product aateg

2006 2005 % Change
Sodium nitrate Th. Ton 43.3 63.3 (32%)
Potassium nitrate and sodium potassium nitrate  Th. Ton 615.0 690.2 (11%)
Blended and other specialty fertilizers Th. Ton 250.9 217.5 15%
Other non-SQM specialty plant nutrients Th. Ton 142.9 133.2 7%
Potassium sulfate Th. Ton 172.4 178.6 (3%)

Lower sales volumes obtained during 2006 were maxplained by the following:

» Increased production levels reached by other pmumainly affected our potassium nitrate and
sodium potassium nitrate sales in the BrazilianketarOur sales of sodium potassium nitrate to the
Brazilian market were also affected by a reductiothe planted hectares of some of our target crops
This reduction in the planted hectares is belieteedave been caused in part by the strengthening of
the Real against the US dollar observed durindithehalf of 2006, affecting the export volumes of
local producers.

» Spain, an important market for our soluble plantrients, was affected by one of the most severe
droughts of recent years. This situation generatddcrease of 6% in the sales volume for that nharke
compared with 2005.

= Lower volume of sodium nitrate was sold to the d@sa market. This effect was caused by a delay in
arrival of a vessel destined to Japan that washeekded for the first half of 2007.

The lower sales volume observed during this penieck partially offset by better price conditionsass most
of our markets. Specialty plant nutrition revenugsre therefore mainly driven by improved pricing
conditions, increasing on average 5% as compar#dthe previous year. The increase in prices redpdn
mainly to the positive pricing conditions for abbfassium-related fertilizers.

Consistent with the Company’s decision to focus enon its core businesses, during the last part0662
SQM sold its stakes in the Italian company Imprantd in the Mexican company Fertilizantes Olmeca.

Regarding our Chilean operation, during 2006 olsiliary Soquimich Comercial had revenues of US$41
million with a significant increase in margins rteld to the fertilizer trading activity
lodine and lodine Derivatives

Revenues for iodine and iodine derivatives incréa48% to US$217.7 million in 2006 from US$149.1
million in 2005. Set forth below are sales volunagadin the specified year.

2006 2005 % Change

lodine and derivatives Th. Ton 9.8 8.1 21%
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The higher revenues reached in this business lare axplained both by higher volume and higheregric

= Higher volume was mainly due to the acquisitioD&M'’s iodine business and the capacity increase
in Nueva Victoria, both during first quarter 2006

= The most important applications of iodine and daiixes increasing in demand were iodophors and
biocides, in the U.S.; LCD polarizing film in Aséand x-ray contrast media in Europe and USA.

On average, iodine prices increased by approxima@ or close to US$3.50 per kilogram as compuaiitul
2005.

During the early part of 2006, SQM acquired theiriedand iodine derivatives business of the DutcSND
Group" for a base payment of US$72 million plus kilng capital. The acquisition provided SQM with
logistics, commercial and productive synergies @aifirmed SQM’s commitment with the developmert an
strengthening of its core businesses and with dldéné industry as part of its strategy to be a e
reliable iodine supplier.

Lithium and Lithium Derivatives

Revenues for lithium and lithium derivatives in@sed 58.4% to US$128.9 million in 2006 from US$81.4
million in 2005. Set forth below are sales volunagadin the specified year.

2006 2005 % Change

Lithium carbonate and derivatives Th. Ton 30.4 27.8 9%

The higher revenues recorded in this businessvlieee mainly explained by better price conditionbeT
strong demand observed during the last few yedtls,axgrowth of approximately 6% during 2006, piosity
affected pricing conditions.

The higher sales volume observed during 2006 waslyndue to the increase in consumption in markeish
as batteries in Japan, Korea and China and glaEsinope. Another application with an important ease
during this period was the continuous casting paowded in the steel industry in Asia.

As the lithium carbonate plant was working clos@ameplate capacity, the increase in volume waisdithby
this fact and the use of inventories.

Regarding lithium hydroxide, demand continued toréase, also generating improved pricing conditions
During 2006 prices increased by more than 30% coedp@ the previous year.
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Industrial Chemicals

Revenues for industrial chemicals increased 1.1%3671.3 million in 2006 from US$70.5 million in @B.
Set forth below are sales volume data in the sigelcyfear by product category.

2006 2005 (1) % Change
Industrial nitrates Th. Ton 162 176.3 (8%)
Boric acid Th. Ton 10 6.3 59%

(1) Figures have been restated to reflect a reifileastion affecting Industrial Nitrates. Sodium|fate that used to be
included under Industrial Chemicals was relocadther Products. Sodium Sulfate revenues react®$33
million during 2005.

Volume of industrial nitrates was lower than in 20Most of the end customers using the nitratesewer
located in mature industries, negatively affecfunyire growth.

Partially offsetting the volume effect, the increas prices observed during 2006 allowed this teggrine to
maintain its revenues.
Potassium Chloride and Other Commodity Fertilizers

Potassium chloride

Revenues from sales of potassium chloride decrea®8d to US$32.1 million in 2006 from US$32.4 nafii
in 2005. Set forth below are sales volume dataérspecified year.

2006 2005 % Change

Potassium Chloride Th. Ton 126.4 128.7 (2%)

Revenues remained relatively constant due to thee&se in average price, which was able to offset t
decrease in sales volume.

Other commodity fertilizers

Sales of other commodity fertilizers increased &5$90.1 million in 2006 from US$75.0 million in 2005

Production Costs
Production costs during 2006 were higher than B62@s they were affected by the following factors:
= Higher energy costs. QOil, electricity and naturak gcosts were higher in 2006 compared to the
previous year. This was exacerbated by shortagesatfral gas caused by Argentinean export

restrictions.

» The less favorable exchange rate scenario in Chile.average appreciation of the Chilean peso of
5.6% had a negative effect for our peso-denominetstks.

» Depreciation costs increased by approximately U@ ®ion during 2006.
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Gross Profit

As a result of the factors described above, grosfitpncreased 19.1% to US$289.6 million in 2006
US$243.1 million in 2005.

Selling and Administrative Expenses

Selling and Administrative Expenses were US$691iani(6.7% of revenues) during the year 2006 coraga
to the US$61.9 million (6.9% of revenues) recordadng the year 2005.

Operating Income

As a result of the factors described above, opegaticome increased 21.4% to US$219.9 million i0&0
from US$181.2 million in 2005.

Non-Operating Income and Expenses

Non-operating income for the year 2006 shows a B3$8illion loss which compares to a US$34.4 millio
loss for the same period of the previous year. iffaén variations in the non-operating income were th
following:

= Net financial expenses reached US$(16.2) millionndu2006, higher than the US$(11.1) million
reached during the year 2005. This increase iméizh expenses was related to the increase in the
financial debt of the Company.

= During the year 2006, the Company recorded exchiosges of approximately US$2.3 million, lower
than the US$3.8 million during 2005.

Income Taxes

In 2006, income taxes were US$37.9 million, resgltin an effective consolidated tax rate of 20.6%,
compared to income taxes of US$32.5 million anceHiactive consolidated tax rate of 22.1% in 2005. |
accordance with Chilean law, SQM and each of itsle@h subsidiaries compute and pay taxes on an
individual basis, not on a consolidated basis. Viid tax loss carry-forwards of US$171.2 million ds o
December 31, 2006, the majority of which have npiration dates and are expected to be utilizeche t
future.

The corporate income tax rate in Chile was 17%2f@06 and 2005. The Company’s effective tax rate is
higher than the Chilean rate because its foreigmaipns are subject to higher tax rates.

The 16.6% increase in income taxes was mainly altieet increase in our taxable income.

For a more detailed analysis of the Company’s ire@nd deferred taxes see Note 14 to the Consdlidate
Financial Statements.

Foreign Exchange Rates and Inflation

We transact a significant portion of our businegsdJiS. dollars, and the U.S. dollar is the currentyhe
primary economic environment in which we operatd @ our functional currency for financial repogin
purposes. A significant portion of our operatingtsas related to the Chilean peso, and thereforiacaease
or decrease in the exchange rate between the @hpkeso and the U.S. dollar affects our costs odiycton.
Additionally, as an international company operaiimg_hile and several other countries, we tranagmbrtion
of our business and have assets and liabilitieShitean pesos and other non-dollar currencies, siscthe
euro, the South African Rand and the Mexican pésoa result, fluctuations in the exchange rate uwhs
currencies to the U.S. dollar affect our financiahdition and results of operations.
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The following is a summary of the aggregate net etamy assets and liabilities that are subject teifm
exchange gain or loss by currency at December@17 and 2006:

2007 2006
Th US$ Th US$

Chilean pesos 36,975 (41,922
Brazilian real (1,281) (1,332)
Euro 31,730 27,16:
Japanese yen 692 73C
Mexican pesos (2,900) 1,587
South African rand 8,346 11,67¢
Dirhams 10,012 13,55«
Other currencies 8,584 7,854

Total, net 92,158 19,31«

We monitor and attempt to maintain our non-dollsseds and liabilities position in balance and mase of
foreign exchange contracts and other hedging imstnis to try to minimize our exposure to the risks
changes in foreign exchange rates. As of DeceBibe?007, for this purpose we had open forward amgh
contracts and options to buy U.S. dollars and &elbign currency for approximately UF 2.85 million
(US$97.5 million), 9.5 million Euros (US$13.92 rolh), and 32 million South African Rands (US$ 4.70
million), as well as forward exchange contractbty Chilean pesos and sell U.S. dollars for appnaxely
38,161.15 million Chilean Pesos (US$76.8 million).

The net impact of price level adjustments to nometary assets and liabilities and equity for those
subsidiaries that maintain their accounting recard<Chilean pesos is presented in the Chilean GAAP
financial statements as part of the net foreigrharge gains and losses and is affected by the d¢éwaflation

in Chile. Although other income statement accowrts not affected by monetary correction adjustsjent
operating expenses that are denominated in UFeolirdded to inflation in some manner increase thefs.
dollar values in the same way inflation increasss|iming that the exchange rate remains unchanged).

The prospects and results of operations of SQMdcbel adversely affected by changes in policieshef t
Chilean government, other political developmentsiiraffecting Chile, and regulatory and legal cremgr
administrative practices of Chilean authoritiesgrowhich we have no control.

U.S. GAAP Reconciliation

This discussion on our operating and financial ltssand condition presented above is based on map/
financial statements prepared in accordance wiite@m GAAP. Chilean GAAP differs significantly iredain
aspects from U.S. GAAP. The principal differencesaeen Chilean GAAP and U.S. GAAP as they relate to
our Company are (i) the elimination of the effeatsthe technical appraisal of property, plant angdipment
undertaken in 1988, (ii) the effects of eliminatiof monetary correction (price-level restatementyl a
conversion of financial statements of subsidiaties keep their accounting records in currenciégrothan
U.S. dollars, (iii) the accounting for derivativerdracts, (iv) the accounting for staff severarmudemnities,

(v) treatment of goodwill, and (vi) the eliminatiof deferred tax complementary accounts. Foh&srtletails

of these differences between Chilean GAAP and GSAP, see Note 29 to the Consolidated Financial
Statements.

Net income under U.S. GAAP for 2007, 2006, and 20@& US$ 192.7 million, US$154.3 million and
US$125.2 million, respectively, compared to thapomted under Chilean GAAP of US$ 180.0 million,
US$141.3 million and US$113.5 million, respectively

Total shareholders' equity under U.S. GAAP at Ddmamn81, 2007 and 2006 was US$1,084.1 million and
US$994.5 million, respectively, compared to thatorted under Chilean GAAP of US$1,182.4 million and
US$1,085.9 million, respectively.
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5.B. Liquidity and Capital Resources

We operate a capital-intensive business that reg@iignificant investments in revenue-generatisgtas Our
growth strategy has included the purchase of ptimludacilities and equipment and has also entailesl
improvement and expansion of existing facilitieBunds for capital expenditures and working capital
requirements have been obtained from net cash ggdviby operating activities, corporate borrowinglem
credit facilities and issuance of debt securities.

The current ratio (current assets divided by curhiabilities) increased from 4.28 as of Decembiy 3006
to 4.70 as of December 31, 2007, primarily duenttveases in working capital — accounts receivaile
inventories — as a result of increases in the pradeur products.

The following table sets forth key information abour outstanding debt:

On Balance Sheet Financial

Instruments Interest Rate Issue Date Maturity Date Amortizatiors

Bond — US$200 million 6.125% Apr. 5, 2006 Apr. 2816 Bullet

Bond — UF 2.85 million (1) 4.00% Jan. 24, 2006 k026 Semiannual partial
amortizations

Syndicated loan — US$100 million LIBOR 3M + 0.375% Mar. 3, 2005 Feb. 25, 2010 Bullet

Syndicated loan — US$ 80 million LIBOR 6M + 0.30% oW 28, 2006 Nov. 28, 2011 Bullet

(1) UF-denominated bond fully hedged (originalgsued for UF3 million; UF2.85 million outstanding af
December 31, 2007), under Chilean GAAP, to US$ witbross currency swap. Approximately equivalent t
US$102 million as of December 31, 2007. Fixed W&rest rate of 5.84%.

As of December 31, 2007 under Chilean GAAP, we todal debt (short-term borrowings, current portafn
long-term bank debt and bonds payable and long-bemk debt and obligations with the public) of US§4
million, as compared to total debt of US$545.4 lioml as of December 31, 2006. Of the total debbfas
December 31, 2007, US$11.5 million was short-teabt ghlus the current portion of long-term bank debi

of our long-term debt (including the current ponjicas of December 31, 2007 was denominated in U.S.
dollars, with the exception of our UF 3 million &ddbond (UF 2.85 million outstanding as of DecemBgr
2007), which was hedged with a cross currency swalpe U.S. dollar.

The financial covenants related to our debt insents include: (i) limitation on the ratio of totébilities to
equity (including minority interest) on a consolield basis, (ii) limitation on the ratio of totahliilities to
equity (including minority interest) on an indiviglubasis, (iii) minimum net worth, (iv) limitatioon net
financial debt to EBITDA ratio on a consolidatecsisaand (v) limitation on interest indebtednesspérating
subsidiaries. We believe that the terms and cimmditof our debt agreements are standard and casgend
that we are in compliance in all material respegth such terms and conditions.

The following table sets forth the maturities of tang-term debt as of December 31, 2007:

Maturity(*) Amount (. millions of US$)
2009 5.13
2010 105.13
2011 85.13
2012 5.13
2013 5.13
2014 and thereafter 266.71
Total 472.36

(*) Only the capital has been included. For the ® million bond, the amounts presented reflectrésd U.S.
dollar obligation resulting from the effects of thess currency swap that fully hedges this bonthéoU.S.
dollar. For further information, see Item 11. Qtitative and Qualitative Disclosures about MarketkdR

As of December 31, 2007, we had US$164.2 millioncath and cash equivalents, including marketable
securities. In addition, as of December 31, 2007, we had unusembmmitted credit lines amounting to
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approximately US$450 million and unused committegea@r credit lines amounting to approximately US$13
million.

Shareholders’ equity increased from US$1,085.9anilin 2006 to US$1,182.4 million in 2007. Ourioabf
total liabilities (including minority interest) tequity decreased from 0.72:1 as of December 316 200.68 :1
as of December 31, 2007, due to the increase ityegelated to higher financial results in 2007

Our capital expenditures in 2007 amounted to USELBHIlion.

For 2008, we expect total capital expendituresppraximately US$320 million. We have currently geted
capital expenditures of a total of US$680 millionridg 2009 and 2010 that can be increased/decreased
depending on market conditions.

Our other major use of funds is the payment ofddimids. Our current dividend policy, as approved by
shareholders, is to pay 65% of our net income farhefiscal year in dividends. Under Chilean lahe t
minimum dividend payout is 30% of net income focleéiscal year.

For a description of the items included in our talpéxpenditures in previous years as well as éuplans, see
Item 4. Information on the Company—Capital expeurditprogram.

We evaluate from time to time our cash requireméotfund capital expenditures, dividend payouts and
increases in working capital. If we find that resmes coming from our internally generated cashvslo
(including depreciation and retained earnings) wilt be enough, we evaluate and choose the bestcfad
alternative available for the company. As debtuiemments also depend on the increase or decrdase o
accounts receivables and inventories, we cannairaiety determine the amount of debt we will regulbbut

we believe that cash flow generated by internatatpens, cash balances and available credit lindsnable

us to meet our working capital, capital expenditamd debt service requirements for 2008, 2009 aig.2

Environmental Projects

In 2007 we made disbursements amounting to US$7l®mrelated to environmental, safety and health
projects. We have budgeted future disbursementshtoryear 2008 amounting to US$4.1 million related
environmental, safety and health projects. Thiswarmhéorms part of the capital expenditure prograscussed
above. Regarding the Maria Elena Project as aglbur other major environmental projects see Hem
Information on the Company—Environmental Regulation

5.C. Research and Development, Patents and Licenses, etc

One of the main objectives of our Research and Dpugent team consists of developing new processeés a
products in order to maximize the returns obtaifieth the resources that we exploit. The areagséarch
cover topics such as chemical process design, pteseistry, chemical analysis methodologies andsichy
properties of finished products.

There are three units that perform this functiame ceports to the VP of Nitrate and lodine Operatj@nother
reports to the VP of Salar Operations, and thed treports to the VP of Health, Safety, Environmand

Quiality.

Our research and development policy emphasizefotogving: (i) optimization of current processesadrder
to decrease costs and improve product quality tivabhe implementation of new technology, (ii) depzhent
of higher-margin products from current productsotlgh vertical integration or different product
specifications.

Our research and development activities have bestnumental in improving our production processed a
developing new value added products. As a redulesearch and development activities, hew metladds
extraction, crystallization and finishing have betaveloped. Technological advances in recent Veave
enabled us to improve the physical quality of otitgul products, and to reduce dust emissions akeéhg by
applying specially-designed additives for our prtduhandled in bulk. In 2007, our new prilling and
granulating plant at Coya Sur began operationsguginew fusion system that was developed by SQMs
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plant delivers a final product with a larger-sizgdnule, and it also enables the Company to be effioéent
in its use of energy.

We have patented several production processestfaten iodine, and lithium products. These patdrdve
been filed mainly in the U.S., Chile, and otherruvies when necessary.

For the years ended December 31, 2007, 2006, adf ®@ spent approximately US$2.8 million, US$2.4
million, and US$2.4 million, respectively, on resgaand development activities.

5.D. Trend Information

In 2007, the prices of our specialty plant nutritisegment increased compared to 2006, due to agstro
upward trend in worldwide prices of potassium-bagextilizers. Further price increases are expedted
2008, both for our specialty plant nutrients and ttoe commodity fertilizers we sell. Sales volunwds
potassium nitrate and sodium potassium nitrateeasad during 2007 with respect to 2006, but weaxpéal
sales volumes for this segment to decrease in 2008.

Lithium prices also increased during 2007 with extpo 2006, due to a combination of strong groimth
demand throughout the year and tight supply caomktiin the beginning of the year. The favorabieiqg
conditions that have prevailed in the lithium marke the last couple of years have prompted Chinese
producers to increase their production capacitmesohat easing tightness supply in the second héle
expect to see additional volumes from Chinese mexduduring 2008, and this may put downward pressar
lithium prices. Sales volumes in 2007 were slightwer than they were in 2006, and we expect sales
volumes to be similar in 2008 compared to 2007r fEdher information, see Item 3.D. Risk Factoraew
production of lithium carbonate in China.

lodine prices increased in 2007 as compared to,200e with the upward trend of recent yearsor khe
year 2008 we expect iodine prices to remain rethtistable. Sales volumes in 2007 were lower tinay
were in 2006, as the result of an increasingly astitipe market environment. We expect to recoaes
volumes in 2008.

We expect industrial-grade nitrates prices to iaseeduring 2008, as they are linked to the prides o
agricultural-grade nitrates.

At this stage, the Company cannot predict whaptiwe trends will be for 2009 onwards.

During 2007, production costs were higher than 006 mainly due to the higher cost of energy amd ra
materials, together with the increase in mainteaaartd depreciation costs. Additionally, sincegmigicant
portion of our costs is related to the Chilean pgsmduction costs were negatively affected by the
appreciation of the Chilean peso. Consideringctimeent energy market, exchange rate expectatantsthe
upward trend in raw materials prices and freigtesawe expect that 2008 production costs will igaér than

in 2007.

5.E. Off-Balance Sheet Arrangements

We have not entered into any transactions with nsclidated entities whereby we have financial gotees,
retained or contingent interests in transferre@tasslerivative instruments or other contingenarsgements
that would expose us to material continuing rigksitingent liabilities, or any other obligationsnig out of a
variable interest in an unconsolidated entity firat/ides financing, liquidity, market risk or credsk support
to us or that engages in leasing, hedging or researd development services with us.
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5.F. Tabular Disclosure of Contractual Obligations

The following table sets forth our material expdabbligations and commitments as of December 30720

Less Than 1-3 3-5 More Than
Total 1 year years Years 5years
ThUS$ ThUS$ ThUS$ ThUS$ ThUS$
Long- and short-term debt 498,126 11,475 100,000 80,000 306,651
Capital lease obligations 974 244 730 - -
Operating leases (*) 120,049 10,760 9,094 9,094 91,101
Purchase commitments 27,488 27,488 - - -
Staff severance indemnities 20,679 - - - 20,679
Total Contractual Obligations and 667,316 49,967 109,824 89,004 418,431

Commitments

(*) See Consolidated Financial Statements Not#.2p
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ITEM 6. DIRECTORS, SENIOR MANAGEMENT AND EMPLOYEES

6.A. Directors and Senior Management

We are managed by our executive officers undediteetion of our Board of Directors, which, in acdance
with the Company's By-laws, consists of eight dives; seven of whom are elected by holders of Sekie
shares and one of whom is elected by holders 0éS& shares. The entire Board of Directors isulaaty
elected every three years at our ordinary sharemsildheeting. Cumulative voting is allowed for #lection
of directors. The members of the Board of Dirextas of December 31, 2007 were elected on Aprik205
and their terms expired April 30, 2008, at the airardinary shareholders’ meeting. At that meetingew
Board was elected, and their terms will expire @12 The Board of Directors may appoint replacesi¢émt
fill any vacancies that occur during periods betwekections. If a vacancy occurs, the entire Boaudt be
elected or re-elected at the next regularly scleetinieeting of shareholders. Our Chief Executivigc@fis
appointed by the Board of Directors and holds effat the discretion of the Board. The Chief Exieeut
Officer appoints our executive officers. There @gularly scheduled meetings of the Board of Doesconce
a month. Extraordinary meetings may be called leyGhairman when requested by (i) the director etkbly
holders of the Series B shares, (ii) any othercttirewith the assent of the Chairman or (iii) arsabte
majority of all directors. The Board has a Diregst@ommittee and its regulations are discussealbel

Our directors as of May 31, 2008 are as follows:

Directors
Name Position Current position held since

Julio Ponce L. (1) Chairman of the Board and Doect September 1987
Mr. Ponce is a Forestry Engineer with a degree fiibm
Universidad de Chile. He joined the Company in1198
He is also Chairman of the Board of the following
corporations: Sociedad de Inversiones Pampa Catiche
S.A., Sociedad de Inversiones Oro Blanco S.A.,eNort
Grande S.A. and Soquimich Comercial S.A. He is the
brother of Luis Eugenio Ponce.

Wayne R. Brownlee Vice Chairman of the Board anc@br December 2001

Mr. Brownlee is Executive Vice-President, Treasurer

and Chief Financial Officer of Potash Corporatiofi o
Saskatchewan, Inc. Mr. Brownlee earned degrees in

Science and Business Administration from the

University of Saskatchewan. He is on the Board of

Great Western Brewing Company as well as

PhilomBios, an agricultural biotechnology company.

He became a director of SQM in December 2001.

Hernén Biichi B. Director April 1993

Mr. Bulchi is a Civil Engineer with a degree frometh
Universidad de Chile. He served as Vice Chairmén o

SQM's Board from January 2000 to April 2002. He is
currently a Board member in Quifienco S.A. Banco de

Chile, S.A.C.I. Falabella and Madeco S.A., among
others. He is also Chairman of the Board of
Universidad del Desarrollo.
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José Maria Eyzaguirre B.

Daniel Yarur E.

Wolf von Appen

Eduardo Novoa C.

Director December 2001
Mr. Eyzaguirre is a lawyer and is a partner of the
Chilean law firm Claro y Cia. He obtained his law
degree from the Universidad de Chile and was aewhitt
to the Chilean Bar in 1985. In 1987, he obtained a
Master's Degree from the New York University Sclbol
Law. He was admitted to the New York Bar in 1988.
is also a member of the board of directors of Gastal
del Pacifico S.A., a transandean gas pipeline,
Embotelladora Andina S.A., a bottler of The CocdaCo
Company, and Chairman of the Board of directors of
Club de Golf Valle Escondido.

Director April 2003
Mr. Yarur is an Information Engineer with a degree
from the Universidad de Chile and holds an MSc in
Finance at the London School of Economics and an
AMP from Harvard Business School. He is a member o
the Board of Banco de Crédito e Inversiones,
Antofagasta P.L.C. (based in London), Antofagasta
Minerals, Invertec Pesquera Mar de Chiloé S.A.,
President Fundacion Chilena de Ajedrez, President
Fondo de Inversiones Alekine. Mr Yarur was Chaimma
of the Chilean Securities and Exchange Commission
from 1994 to 2000 and was also Chairman of the
Council Organization of the Securities Regulatoffs o
America. He is also a Professor in the Faculty of
Economic and Administrative Sciences, Universidad d
Chile.

Director May 2005
Mr. Von Appen is an entrepreneur. He is currerly

Board member of Sociedad de Fomento Fabril and Vice
president of Centro de Estudios Publicos.

Director April 2008
Mr. Novoa is an economist with a degree from the
Universidad de Chile and holds a Master’s in Busiée
Administration from the University of Chicago. Hash
held positions in business development, corporatell
strategic direction and asset management at a numbe
of Chilean and multinational companies, either as a
Board member, Chief Development Officer, Country
Manager or CEO. Mr. Novoa -currently provides
strategic advisory services, and he is also a merobe
the Board of Directors of Esval, as well as othdawvate
companies.
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Kendrick T. Wallace

Director December 2001
Mr. Wallace is a lawyer who graduated from Harvard
Law School. He is now Senior Vice President and
General Counsel of Yara International ASA in Oslo,
Norway. Prior to the spin-off of Yara InternatidrisSA
from Norsk Hydro ASA, he was the chief legal counfse
Norsk Hydro ASA for North and South America in
Tampa, Florida. Before that he was a partner ia w
firm of Bryan Cave LLP in Kansas City, MissourMr.
Wallace is a member of the Board of Directors ofaya
Brasil Ltda. in Brasil, OAO Minudobreniya (Rossogh)
Russia and of a number of subsidiaries of Yara
International ASA. He is also on the Board of Diogs
of Norte Grande S.A., Sociedad de Inversiones Oro
Blanco S.A. and Sociedad de Inversiones Pampa
Calichera S.A.

64



Our executive officers as of May 31, 2008 are devs:

Executive Officers
Name Position Current position held since

Patricio Contesse G. Chief Executive Officer Mat&®90
Mr. Contesse is a Forestry Engineer with a degreenf
the Universidad de Chile. He joined the Company in
1981 as CEO, a position he held until 1982, andimga
in 1988. In the past, he was CEO of Celco Limitada
Schwager S.A. and Compafiia de Aceros del Pacifico
S.A. He has also served as Operations Senior Execu
Vice President of Codelco Chile, President of Codel
USA and Executive President of Codelco Chile. Mr.
Contesse is also a member of the Board of Soquimich
Comercial.

Patricio de Solminihac T.  Chief Operating Offieerd January 2000
Executive Vice President
Mr. de Solminihac is an Industrial Engineer with a
degree from the Pontificia Universidad Catélica de
Chile and holds a Master in Business Administration
from the University of Chicago. He joined the Camp
in 1988 as Business Development Vice President. In
1989, he became General Manager and later on he
became Vice Chairman of the Board of SQM, a pasitio
he held from 1989 through January 2000. Mr. de
Solminihac was Country Manager for Raychem
Corporation. Currently he is a member of the Boafd
Empresas Melon S.A. and CEM. Mr. de Solminihac is
also a member of the Board of Soquimich Comercial.

Matias Astaburuaga S. General Counsel and Sender Rfiesident February 1989
Mr. Astaburuaga is a lawyer with a degree from the
Pontificia Universidad Catolica de Chile. He jothéhe
Company in 1989. Before that, he was Regional
Counsel of The Coca Cola Export Corporation, Andean
Region and Regional Counsel of American Life
Insurance Company, Latin America Region.

Ricardo Ramos R. (2) Chief Financial Officer and November 1994
Business Development Senior Vice President
Mr. Ramos is an Industrial Engineer with a degnesrf
the Pontificia Universidad Catolica de Chile. Hzrjed
SQM in 1989. Mr. Ramos is also a member of the
Board of Soquimich Comercial.
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Jaime San Martin L. (2)

Eugenio Ponce L.

Mauricio Cabello C. (2)

Pauline De Vidts S.

Nueva Victoria Operatioesisr Vice President March 2008

Mr. San Martin is a Transportation Engineer with a

degree from the Pontificia Universidad Catdlica de

Chile. He joined the Company in 1995 as Project

Manager. He became Metallic Mining Development

Manager in 1997, and Development Manager in 1998,

Business Development and Mining Property Vice

President in 1999, Technical Senior Vice President

2001, and Senior Vice President of Lithium Operatio

and Mining Affairs in January 2007.

Corporate Commercial Senior Yimsident March 1999
Mr. Ponce is a Mechanical Engineer with a degremsfr
the Universidad Catolica de Valparaiso. In 198%, h
joined the Company as a Sales Manager. He became
Commercial Manager in 1982, Commercial and
Operations Manager in 1988 and Chief Executive
Officer of SQM Nitratos S.A. in 1991. In the pastwas
member of the Board of IANSA. Currently he is a
member of the board of Soquimich Comercial and Vice
Chairman of the Board of Pampa Calichera. He isaJu
Ponce’s brother.

Nitrates-lodine Operati@®enior Vice President June 2005
Mr. Cabello is a Mechanical Engineer with a degree
from the Universidad de Santiago de Chile. He jdine
the Company in 2000 as Maintenance Superintendent o
SQM Salar. He became Maintenance Manager of
SQM’s nitrates and iodine operations in 2002 and
Production Manager of SQM’s nitrates and iodine
operations in 2004. He previously worked in various
engineering-related positions in Pesquera San &8¢,
Pesquera Coloso S.A. and Cintac S.A.

Safety, Health & EnvironmemiSeVice President June 2005
Mrs. De Vidts is an Industrial Engineer with a degr
from the Pontificia Universidad Catodlica de Chilech
holds a Ph.D. in Chemical Engineering from Texas
A&M University. She joined the Company in 1996 to
work in process development for the Salar de Atacam
Operations, becoming Development Manager for these
operations in 1998, and in 2001, she became Cotpora
R&D and Environmental Issues Vice President.
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Juan Carlos Barrera P. (2)  Salar and Lithium OpmratSenior Vice President January 2007
Mr. Barrera is an Industrial Engineer with a degree
from the Pontificia Universidad Catolica de Chilac
holds a Master in Business Administration degreenfr
Tulane University and a Master in Business
Administration degree from Universidad de Chilee H
joined the Company in 1991 as an advisor in the
Business Development area and has served in many
positions since then. In 1995, he became Business
Development Manager of SQM Nitratos S.A. In 1999,
Corporate Quality Manager, in 2000 Corporate Supply
Chain Vicepresident and, in 2006, General Manger of
Soquimich Comercial S.A

Daniel Jiménez Sch. (2) Human Resources and CdgpAfairs May 2007
Senior Vice President
Mr. Jiménez is an Industrial Engineer with a degree
from the Pontificia Universidad Catolica de Chilech
holds a Masters in Business Administration degremf
Old Dominion University. He joined the Company in
1991, holding several positions in the finance aates
areas at SQM’'s headquarters and foreign subsidgarie
in USA and Belgium, countries he was based in for 8
years. In 2002, he became VP Sales and Marketing
lodine, Lithium and Industrial Chemicals

1) Mr. Julio Ponce’s ownership interest in SQM is expéd in Item 6.E. Share Ownership.
2) The individual beneficially owns less than one petof the Company’s shares.

6.B. Compensation

Directors are paid a monthly fee (UF 300 to the i@han and UF 50 to each of the remaining seven
Directors), which is independent of the number ol sessions held per month. In addition, theddrs
receive additional compensation (in Chilean pesagh year based on a profit-sharing program apgrbye
the shareholders. At the last annual general bblters meeting of SQM, shareholders defined the
percentage of additional compensation to an amegual to 0.50% of the net income (after amortizatid
negative goodwill) for the Chairman of the Boarddasf 0.50% of the net income (after amortization of
negative goodwill) for the remaining seven Direstativided equally among those Directors. Prdidring
payments are paid in the year following the figegr in respect of which they are earned.
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During 2007, the total compensation paid to eadbuofdirectors who served on the Board during & yas
as follows (amounts in Chilean pesos):

SQM S.A. SQMC TOTAL

Name Meeting (Ch$)  Committee (Ch$) Meeting (Ch$) Committee (Ch$) (Ch$)
Ponce Lerou, Julio 557,486,448 - 67,824,618 - 625,311,066
Biichi Buc, Hernan 80,405,862 5,605,994 - - 86844,
Brownlee, Wayne R. 81,386,996 - - - 81,386,996
Eyzaguirre, José Maria 82,305,947 - - - 82,305,947
Silva, José Antonio (1) 80,467,889 11,301,818 - - 91,769,707
Wallace, Kendrick T. 81,386,996 - - - 81,386,996
Yarur, Daniel 81,386,996 12,220,925 - - 93,607,921
VVon Appen, Wolf 83,226,832 - - - 83,226,832
Total 873,752,786 29,128,737 67,824,618 - 1,225,007,321

(1) Mr. José Antonio Silva was a member of the Baartil April 30, 2008.

For the year ended December 31, 2007, the aggregatpensation paid to our 95 main executives based
Chile was approximately Ch$6,993.5 million. We wiot disclose to our shareholders or otherwise make
available to the public information as to the comgaion of our individual executive officers.

We maintain incentive programs for our employee@seld on individual performance, company performance
and short- medium- and long-term indicators. Addigélly, in order to provide incentives to key Comypa
executives and to retain such executives, the Coynpaaintains a long-term cash bonus compensatian pl
for certain senior executives, which consists tdrag-term bonus linked to the Company's share mimt is
payable between 2008 and 2011.

As of December 31, 2007, the Company had a pravistated to all of the incentive programs for taltof
approximately US$13.5 million.

Regarding the long-term bonus linked to the Comizaslare price, as of December 31, 2007 the pavisi
would have increased or decreased by approximbat8§550 thousand per each US$1 variation in theeSeri
B share price. The amount of actual cash bonuagabte under the long-term incentive program watyw
depending on the market share price of the SergsBes on the date as of which the bonuses ate pai

We do not maintain any pension or retirement progréor the members of the Board or our officer€inile.

6.C. Board Practices

Information regarding the period of time each of MB® current Board of Directors has served in their
respective office is provided in the discussioreath member of the board above in Item 6.A Diractord
Senior Managers.

The date of expiration of the term of the curremia®l of Directors is April 2011. The contracts afro
executive officers are indefinite.

The members of the Board are remunerated in acccedaith the information provided above in Iltem 6.B
Compensation. There are no contracts between S@Q&hyoof its subsidiaries, and the members of tbaré
providing for benefits upon termination of theirrte

Directors' Committee — Audit Committee
As required by Chilean Law, we haveComité de DirectoregDirectors' Committee) composed of three
directors, which performs many of the functiongaofAudit Committee.

As of May 31, 2008, the Company’s Directors’ Contggtwas formed by SQM Directors; Mr. Hernan Bichi
B., Mr. Eduardo Novoa C. and Mr. Daniel Yarur EisST@ommittee operates in accordance with articl®iS0
of Law N°18.046, which provides that the Commitkall:
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€)) Examine and issue an opinion regarding thereat auditor's report including financial
statements prior to its final presentation for appf at the Ordinary Shareholders Meeting

(b) Propose to the Board of Directors the extemalitors and the rating agencies that will be
presented to the Ordinary Shareholders Meeting

(© Examine and elaborate a report concerning trexations covered by articles 44 and 89 of
Law N°18.046

(d) Examine the remuneration and compensatiorsgéthe senior management

Pursuant to the above, these were the main aetiviti our Directors' Committee during 2007:
a) Analysis of un-audited financial reports.
b) Analysis of audited financial reports.

¢) Analysis of reports submitted by external audit@ccounts’ inspectors and rating agencies, and
formulation of proposals to the Board of Directsecommending external auditors, accounts’
inspectors and rating agencies that could be dasdnby the respective Annual General
Shareholders’ Meeting.

d) Analysis of functions, objectives and workinggrams of the Internal Audit Department.
e) Analysis of the Company’s Senior Executives neenation and compensation plans.
f) Analysis of contracts with related persons, sdibsies and related companies in Chile and abroad.

g) Analysis of matters related to the "Sarbanese®RAct" of the U.S.A., especially regarding Section
404.

h) Analysis of future investments.

In accordance with the provisions of Article 44 lafw No. 18,046, during 2007 the Directors Committee
examined the following contracts between the Compand third parties related to one or more of the
members of the Board of Directors:

During its session held on April 23, 2007, the bBicegs Committee analyzed certain sea freight cotdra
between the “SQM Group” and the “Ultramar Groupti@aacommended the implementation of the contracts.

During its session held on April 23, 2007, the bioes Committee also analyzed certain operatioas3QM
S.A. routinely carries out with “Yara” (purchasedamale of products), the “Ultramar Group” (port and
maritime transportation services), Travel SecuBitj. (airfare and lodging), and Banco BCI and Badeo
Chile (operations related to payment of supplierd athers). The Committee recommended the appuaival
such operations.

Likewise, during its session held on April 23, 20Qke Directors Committee of SQM also analyzed
information related to the different operationstt8®M routinely carries out with “Kowa” (sales agghand
that refer to Article 89 of Law No. 18.046, whickequires transactions between the Company, or its
subsidiaries or affiliates, and related partiebdaarried out under market terms and conditions.

On April 30, 2008, the Annual General Shareholdéegting of SQM agreed to pay a monthly remuneration
of UF50 to each member of the Directors Committegiardless of the number of sessions held by the
Committee during the period between May 2008 andl 2009, both months included. This remuneratign i
also independent from what the Committee membeEobs members of the Company’s Board of Directors
At this same meeting, an operating budget for tlediors Committee of UF1,800 was approved.

The activities carried out by the Committee, asl wslthe expenses incurred by it, are to be disdi@d the
General Shareholders Meeting. During 2007, thedbore Committee did not incur any consulting exesns

Article 50 bis states that the Committee shouldseginof three directors, of which the majority shibu
preferably be independent from the controller (agy person or entity who “controls” the company fo
Chilean law purposes), if any, and that their fiort are remunerated.
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Sociedad de Inversiones Pampa Calichera S.A. anchK&ompany Ltd. executed on December 21, 2006, a
“Joint Performance Agreement” that enables therbet@onsidered as the Controller Group of SQM, at th
term is defined under Chilean law.

The Joint Performance Agreement in respect of Sadede Inversiones Pampa Calichera S.A. includes
directly and indirectly Global Mining Investment$i@ S.A.

Additionally, the Joint Performance Agreement ispect of Kowa Company Ltd. includes directly and
indirectly Kochi S.A., Inversiones La Esperanzail@Hh_tda. and Inversiones La Esperanza Delawamp.Co

As of May 31, 2008, two of the three members of @enpany’s Directors Committee are independent from
the Controller Group. This independence statensedéfined and required under Chilean law.

On May 24, 2005, the Board of Directors approveridbtablishment of an audit committee to comply wie
requirements of the NYSE corporate governance rules

As of May 31, 2008, the members of the audit cortamiare Hernan Blchi B., Eduardo Novoa C. and Danie
Yarur E. Each of the three members meets the N¥®BEpendence requirements for audit committee
members.

Under the NYSE corporate governance rules, thetaainmittee of a U.S. company must perform the
functions detailed in the NYSE Listed Company MdriRales 303A.06 and 303A.07. Non-U.S. companies
are required to comply with Rule 303A.06 beginnindy 31, 2005, but are not at any time requiredoimply
with Rule 303A.07.

Comparative Summary of Differences in Corporate Gogrnance Standards

The following table provides a comparative summafydifferences in corporate governance practices
followed by us under our home-country rules angé¢happlicable to U.S. domestic issuers pursuafetbion
303A of the New York Stock Exchange (NYSE) Listeahpany Manual.

Listed Companies that are foreign private issustgh as SQM, are permitted to follow home country
practices in lieu of the provisions of Section 30%%cept such companies are required to comply thigh
requirements of Section 303A.06, 303A.11 and 303&k)land (c).

Section NYSE Standards SQM practices pursuant to Glean regulations

303A.01 | The majority of the listed company direstonust be| There is no legal obligation to have a majority |of
independent. independent directors on the Board.

303A.02 | Independence Test A Director is considénedépendent if he would have

been elected without the vote of the controlling
shareholder and related persons and entities.

303A.03 | Non-management directors must meet at adgul These meetings are not needed given that diredtors
scheduled executive sessions without management.| not also serve as executive officers.

14

303A.04 | Listed companies must have a nominatingfate | This committee is not required as such in the @hil
governance committee composed entirely | cfgulations. Pursuant to Chilean regulations SQUs!dn
independent directors, and must have a writtentehar| Directors' Committee (see Board practices above).

303A.05 | Listed companies must have a compensationittee | This committee is not required as such in the @hile
composed entirely of independent directors, andt meesgulations. Pursuant to Chilean regulations SQMda
have a written charter Director's Committee (see Board practices abovaj fh

is in charge of reviewing management’s compensation

303A.06 | Listed companies must have an audit committee. This committee is not required as such in the @hile

regulations. On May 24, 2005, the Board of Direstp
approved the establishment of an audit committee
comply with the requirements of the NYSE corporate
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Section NYSE Standards SQM practices pursuant to Glean regulations
governance rules.
303A.07 The audit committe must have a minimum hoke | Pursuant to Section 303A.00, SQM is not required to
members. Each of them must satisfy requirementscomply with requirements in 303A.07. Pursuant |to
independence and the committee must have a wrjt@nilean Regulations SQM has a Director’ Commitiee
charter. (see Board practices above) with certain requirésnen
of independence.
303A.08 | Shareholders must have the opportunityate wn all| SQM does not have equity compensation plans.
equity-compensation  plans involving  director$jowever, as mentioned in Item 6.B Compensation,|the
executives, employees, or other service providers. | Company does have a long-term cash bonus
compensation plan for certain senior executiveschvi
consists of a long-term bonus linked to the Comfsany
share price. Directors and executives may only iaequ
SQM shares by individual purchases. The purchaser
must give notice of such purchases to the Compady| a
the Superintendence of Securities and Insurance.
303A.09 | Listed companies must adopt and disclogpocate | Chilean law does not require that corporate goveraa
governance guidelines. guidelines be adopted. Directors' responsibilitesl
access to management and independent advisors are
directly provided for by applicable law. Directbis
compensation is approved at the annual meeting of
shareholders, pursuant to applicable law.
303A.10 | Listed companies must adopt and disclos®de of | Not required in the Chilean regulations. SQM has
business conduct and ethics for directors, officerd | adopted and disclosed a Code of Business Conddct an
employees. Ethics, available at the Company's websjte,
WWW.Sgm.com.
303A.11 | Listed foreign private issuers must diseloany | Pursuant to 303A.11, this table sets forth a coatper
significant ways in which their corporate governansummary of differences in corporate governance
practices differ from those followed by domestipractices followed by SQM under Chilean regulatigns
companies under NYSE listed standards. and those applicable to U.S. domestic issuers patsu
to Section 303A.
303A.12 | Each listed company CEO must (a) certifthedNYSE | Not required in the Chilean regulations. The CEGstr)

each year that he or she is not aware of any ooldty

only comply with Section 303A.12 (b) and (c).

the company of NYSE corporate governance listing

standards; (b) promptly notify the NYSE in writing

after any executive officer becomes aware of
material non-compliance with any applicable prowisi

any

of Section 303A; and (c) must submit an executed

Written Affirmation annually to the NYSE.

6.D. Employees

As of December 31, 2007, we had 3,746 permanentogegs, of whom 231 were employed outside of Chile.
The average tenure of our full time employees fgaximately 8.8 years.

2007 2006 2005 2004 2003
Permanent employees T3¢ 3,745 3,672 3,418 3,455
Employees in Chile 81t 3,415 3,350 3,138 3,154
Employees outside of Chile 231 330 322 280 301

Of our permanent employees in Chile, 64% are reptesl by 31 labor unions, which represent their begm
in collective negotiations with the Company. Conmgadion for unionized personnel is established in
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accordance with the relevant collective bargairiggeements. The terms of most such agreementsitiyrire
effect are three years, and expiration dates df siggeements vary from contract to contract. Urilese
agreements, employees receive a salary accordigsitale that depends upon job function, senicuitgt
productivity. Unionized employees also receive aiartbenefits provided for by law and certain besefi
which vary depending upon the terms of the colecdgreement, such as housing allowances and auliti
death and disability benefits.

In addition, the Company owns all of the equitylmdtitucion de Salud Previsional Norte Grande Laud,
(Isapre Norte Grande), which is a health mainteaarganization that provides medical services pilgng
our employees and Sociedad Prestadora de Serdiei8slud Cruz de Norte S.A., which is a hospitdfaria
Elena. We make specified contributions to Isapoet®& Grande and to Sociedad Prestadora de Serdeios
Salud Cruz de Norte in accordance with Chilean land the provisions of our various collective baniye
agreements but we are not otherwise responsiblésfbabilities.

Non-unionized employees receive individually negiatil salaries, benefits provided for by law andager
additional benefits provided by us.

We provide housing and other facilities and serwioe employees and their families at the MarianBlsite.

We do not maintain any pension or retirement pnogréor our Chilean employees. Most workers in Chile
subject to a national pension law, adopted in 1980ich establishes a system of independent pensdans
that are administered by the corresponding Sociddtdinistradora de Fondos de Pensiones, (AFP). We
have no liability for the performance of any ofsbheension plans or any pension payments to be toaue
employees. We however sponsor staff severance imtiemplan for employees in our Chilean subsidri
whereby we commit to provide a lump sum paymenedoh employee at the end of his/her employment,
whether due to death, termination, resignatiorebrament.

We have experienced no strikes or significant vatdppages in the last 13 years and consider thgamship
with our employees to be good. In 2006, SQM conoadmegotiations with its unions with the objectofe
having all collective bargaining agreements renaged for a new three-year period. This collective
bargaining process was completed successfully @7 28nd each union has a collective bargainingesgeat
that lasts for three years. The first agreemepirex on September 30, 2009.

In 2006, the Chilean Congress amended the Laboe,Godl effective January 15, 2007, certain changes
made, affecting companies that hire subcontrat¢toggovide certain services. This new law, knownttee
“Law on Subcontracting”, established a new requeeinthat applies in the event of accidents in the
workplace. The law states that when a seriousdantioccurs, the company must halt work at thevgitere
the accident took place until authorities from ta&tional Geology and Mining Service inspect the sihd
prescribe the measures the company must take termtréuture risks. Work may not be resumed uthtd t
company has taken the prescribed measures ThedpEriime before work may be resumed may lasiafor
number of hours, days, or longer. The effectshif hew law could have a material adverse effecown
business, financial condition or results of operadi

6.E. Share Ownership

As of May 31, 2008, SQM has been informed that @©&nadian company Potash Corporation of
Saskatchewan, Inc. (“PCS”) indirectly controls 106f4he stock of Inversiones el Boldo Limitada dri%

of the stock of Inversiones RAC Limitada. Througlese companies, PCS controls 32.00% of the totaksh
of SQM.

As of May 31, 2008, SQM has also been informethat Mr. Julio Ponce L. and related persons coitdolo

of the total shares of Inversiones SQ S.A. -iit tlmaersiones SQ S.A. controls 100% of the totareh of
Inversiones SQYA S.A. and -iii-that Inversiones S%.A. currently, and indirectly, control 32.00% tbie
total shares of SQM. The above, considering -at ltmeersiones SQYA S.A. controls 94.28% of the ltota
shares of Norte Grande S.A., that Norte Grande Sohtrols 82.09% of the total shares of Sociedad de
Inversiones Oro Blanco S.A., that Sociedad de Bigaes Oro Blanco S.A controls 79.86% of the tekedres

of Sociedad de Inversiones Pampa Calichera S.AttatdSociedad de Inversiones Pampa Calicherag®id\.

its subsidiary Global Mining Investments (Chilejlat ultimately control 32.00% of the total shareSQM.

72



On December 21, 2006, Sociedad de Inversiones P&aliechera S.A. and Kowa Company Ltd. -the latter
being owner, directly and indirectly, of 2.03% bkttotal shares of SQM as of May 31, 2008 - exekcate
Joint Performance Agreement that allows them toeaitly control 34.03% of the total shares of SQM. &
result of this Agreement, the “group” led by MrlidlPonce L. became the Controller Group of SQMihed
term is defined under Chilean law.

The following table shows the combined stakesttheiController Group held in SQM as of:

% Beneficial ownership
May 31, 2008 34.03%
December 31, 2007 34.03%
December 31, 2006 32.28%

As of December 31, 2007, Yara International ASA edd9% of the shares of Inversiones SQYA S.A., twhic

in turn, indirectly owned 32.00% of the shares @\&S.A. On April 21, 2008, Yara International ASald
100% of the shares it held in Inversiones SQYA $oAMr. Julio Ponce. As a result, as of May 310&0Mr.

Julio Ponce’s direct and indirect stake in SQM,otlgh the company Sociedad de Inversiones Pampa
Calichera S.A., was 32.00%. The total stake hglthk Controller Group, including Sociedad de Iisi@mnes
Pampa Calichera S.A. and Kowa Group, as of May8&,was 34.03%.

No other director or executive officer owns morartil% of each share class of the Company as of 3day
2008. See Item 6. Directors, Senior ManagemedtEamployees—footnote (1). Individual ownership has
not been publicly disclosed. Directors and exeeutifficers as a group own 0.003% of total shares.

We do not grant stock options or other arrangemientsving the capital of SQM to directors, manager
employees.
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ITEM 7.

MAJOR SHAREHOLDERS AND RELATED PARTY TRANSACTIONS

7.A. Major Shareholders

The following table sets forth certain informatiooncerning beneficial ownership of the Series Arahiand
Series B shares of SQM as of May 31, 2008 witheaeisfp each shareholder known by us to benefic@in
more than 5% of the outstanding Series A shareSeoies B shares. The following information is dedi
from our records and reports filed by certain @ flersons named below with the Superintendencitatiges
y Seguros (the Superintendency of Securities asurémce or SVS) and the Chilean Stock Exchange.

Number of Number of
Series A % Series B %
Shares Beneficially Series A Shares Beneficially Series B % Total
Shareholder Owned Shares Owned Shares Shares
Sociedad de
Inversiones Pampa 57,934,256 40.56% 12,490,092 10.38% 26.76%
Calichera S.A. (1) (2)
Inversiones El Boldo
Ltda. (3) 44,582,453 31.22% 17,740,419 14.74% 23.68%
\T(gkaa"k of New 53,850 0.04% 45,265,853 37.56% 17.20%
Inversiones RAC i
Chile Ltda. (3) 19,200,242 13.44% 2,699,773 2.24% 8.32%
Inversiones Global
Mining (Chile ) 13,798,539 9.66% - 0.009 5.24%
Limitada. (1)
AFP Habitat S.A. (4) - 0.00% 6,761,211 5.62P6 2.57T%
AFP Provida S.A. (4) - 0.00% 6,421,524 5.339 2.44%
AFP Capital S.A. (4) 9,335 0.019 5,418,113 4.50% 0620
Kowa Group (5) 5,292,450 3.719 50,000 0.04% 2.08%
Banco de Chile por
Cuenta de Terceros - 0.00% 5,270,961 4.389 2.00%

(€0

@

(©)

4)
(©)

Mr. Julio Ponce L., Chairman of the Board ofMand related persons control Inversiones SQ Hgl@.A, which in turn, beneficially
owns 100% of Inversiones SQYA S.A. Inversiones 3XA. indirectly controls and beneficially ownsc®edad de Inversiones Pampa
Calichera S.A., which in turn owns 100% of GlobahMg Investments (Chile) S.A. Therefore, Mr. Poacel related persons beneficially
own through the above entities 84,222,887 sharestitoting 32.00% of the total shares of SQM. Theketheld by Mr. Ponce and related
parties as of December 31, 2007, 2006 and 2005ressectively, 32.00%, 30.26%, and 24.96% of the ghares of SQM.

Pampa Calichera is an open stock corporatioosetshares are traded on the Santiago Stock Exchadgginally, the shareholders of
Pampa Calichera were employees of SQM. Pampaheatiavas formed to hold the capital stock of SQMtdbuted by such employees
or later acquired in the open market. Approxima88 of our employees are shareholders of Pampah@ah, either directly or indirectly.
Potash Corporation of Saskatchewan Inc. owr@%l@f Inversiones el Boldo Limitada and 100% of hsw@nes RAC Ltda., being
therefore the beneficial owner of 84,222,887 SQBbf#ares that represent 32.00% of SQM's total shdies.stake held by Potash
Corporation of Saskatchewan as of December 31,,20006, and 2005 was, respectively, 32.00%, 24.98%,24.99% of the total shares
of SQM.

AFPs are legal entities that manage pensiodsfum Chile.

Kowa Group represents the companies Kowa Co,. Kathi S.A., La Esperanza Delaware Corporation anersiones La Esperanza
(Chile) Ltda.

As of December 31, 2007, Yara International ASA edd9% of the shares of Inversiones SQYA S.A., twhic
in turn, indirectly owned 32.00% of the shares @& S.A. On April 21, 2008, Yara International Asald
100% of the shares it held in Inversiones SQYA $0AMr. Julio Ponce. As a result of this salepbblay 31,
2008, Mr. Julio Ponce owned 100% of the shareswdrsiones SQYA S.A.

On December 21, 2006, Sociedad de Inversiones P&alichera S.A. and Kowa Company Ltd. -the latter
being owner, directly and indirectly, of 2.03% bgttotal shares of SQM as of May 31, 2008 - execate
Joint Performance Agreement that allows them toecilly control 34.03% of the total shares of SQM. &
result of this Agreement, the “group” led by MrlidlPonce L. became the Controller Group of SQMthad
term is defined under Chilean law.
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Series A and Series B shares have the same ecomightie (i.e. both Series are entitled to shareatigun
any dividends declared on the outstanding stockl) \asting rights at any shareholders meeting, whethe
ordinary or extraordinary. One share equals orie, weith the sole exception of the election of Bward of
Directors, in which the Series A shareholders esesten members and the Series B shareholdersoglect
member. Additionally, Series B shares cannot ex&386 of our issued and outstanding stock, shadehsl
of at least 5% of this Series may call an ordinaryextraordinary Shareholders” Meeting and thecttire
elected by this Series may request an extraordiBagrd of Directors Meeting without the authoripatiof
the Chairman of the Board of Directors. These pegfees will remain until 2043. Maximum individuadting
power personally and/or in representation of ofttereholders per Series is 37.5% of the subscsbacks of
each Series with voting rights and 32% of the tetdscribed shares of the Company with voting sighb
calculate these percentages, shares that belotig teoting shareholder’s related persons must bleddn
addition, the director elected by the Series Beshaannot vote in the election of the ChairmarhefBoard of
Directors after a tie vote has occurred in therpviating process. There are currently 142,819,580eS A
shares and 120,376,972 Series B shares outstanding.

7.B. Related Party Transactions

Article 89 of Law No. 18,046, or the Chilean Corgiimns Act, requires that our transactions wittatesd

parties be on a market basis or on terms simildhdse customarily prevailing in the market. Dioes and
executive officers of companies that violate Agi@9 are liable for losses resulting from suchatiohs. In

addition, Article 44 of the Chilean CorporationstArovides that any transaction in which a diredtas a
personal interest or is acting on behalf of a tpiadty may be implemented only after the same saed by
the Board of Directors under terms similar to thpsevailing in the market. Resolutions approviugts
transactions must be reported to the Company'skblgers at the next shareholders' meeting. \fiwladf

Article 44 may result in administrative or crimirednctions and civil liability may be sought by Gempany,
shareholders or interested third parties that sildfeses as a result of such violations. We belibat we have
complied with the requirements of Article 89 andiéle 44 in all transactions with related parties.

Accounts receivable from and payable to relatedpzones are stated in U.S. dollars and accrue eoeistt
Transactions are made under terms and conditi@stk similar to those offered to unrelated tpadies.

We further believe that we could obtain from thpdrties all raw materials now being provided byated
parties. The provision of such raw materials by sappliers could initially entail additional exss.

For additional information concerning our transaes with affiliates and other related parties, Neée 5 of
the Consolidated Financial Statements.

7.C. Interests of Experts and Counsel
Not applicable
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ITEM 8. FINANCIAL INFORMATION

8.A. Consolidated Statements and Other Financial Informan

8.A.1 See Item 18. Consolidated Financial Statementedbconsolidated financial statements.
8.A.2 See Item 18. Consolidated Financial Statements.

8.A.3 See Item 18. Consolidated Financial Statements-efRep Independent Registered Public Accounting
Firm.

8.A.4 Not applicable.
8.A.5 Not applicable.
8.A.6 Export Sales

We derive most of our revenues from sales outsid€lile. The following is the composition of the
consolidated sales for the periods ending on Deee®ib:

Th. US$ 2007 2006 2005
Foreign sales 954,64 878,06t 739,92:
Total sales 1,187,52 1,042,886 895,97(
% of foreign sales 80.39% 84.20% 82.60%

8.A.7 Legal Proceedings

In September 2005, Electroandina S.A., one of oainelectricity suppliers, commenced an arbitration
proceeding against us. The complaint sought tHg samination, partial amendment or temporary sison

of the electricity supply agreement entered inttwieen Electroandina and SQM on February 12, 1988, a
the revision of the tariffs agreed to in such eleity supply agreement. As of December 2007, this
proceeding had been settled, and the prices ofygrierbe paid by SQM were adjusted upwards, in \iite
increases in variable generation costs.

The Company is party to various other lawsuitsigisn the ordinary course of business. See Not&2Be
Consolidated Financial Statements for details b&éopending legal proceedings. We believe it isgkehy that
any losses associated with such lawsuits will iggnitly affect the Company’s results of operatidinsancial
position, and cash flows.

8.A.8. Dividend Policy

As required by Chilean law and regulations, ouridéimd policy is decided upon from time to time hyr o
Board of Directors and is announced at the Annudir@ry Shareholders' Meeting, which is genera#iidhn
April of each year. Shareholder approval of theddind policy is not required. However, each yearBoard
must submit the declaration of the final dividenddividends in respect of the preceding year, &tast with
the then-established dividend policy to the AnnDadinary Shareholders' Meeting for approval. Aguieed
by the Chilean Companies Act, unless otherwised#ggicby unanimous vote of the holders of issuedeshar
we must distribute a cash dividend in an amountktpat least 30% of our consolidated net incoargtat
year (determined on a Chilean GAAP basis), unless except to the extent it has a deficit in retdine
earnings.
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The Board of Directors has followed a policy of paya single dividend ranging from 50% to 65% of ou
consolidated net income for the year (determined @hilean GAAP basis), and dividends for each yeae
been paid not later than May of the following yedburing 2008, at the Annual Ordinary Shareholders'
Meeting held on April 27, 2007, the shareholderpraped a single dividend with respect to 2007 of
Ch$204.13794 (US$0.44459) per share, equal to 66%heonet income before amortization of negative
goodwill for that year. This dividend was paid full on May 12, 2008. The Board of Directors also
reaffirmed for 2008 a dividend policy that authesalistribution of cash dividends in an amount Etpu&5%

of our net income before amortization of negatie®dwill for the year. The Board of Directors cuntfg
expects to recommend that such dividend be paadsingle distribution in May 2009.

We generally declare dividends in U.S. dollars (imaty declare dividends in Chilean Pesos) and palg su
dividends in Chilean Pesos. When a dividend idaded in U.S. dollars, the exchange rate to be tsed
convert the dividend into Chilean Pesos is decidgdhe shareholders at the meeting that approves th
dividend, which has usually been the Observed Exgph&ate on the date the dividend is declared.

Although the Board of Directors has no current planrecommend a change in the dividend policy, the
amount and timing for payment of dividends is sabje revision from time to time, depending upom then-
current level of sales, costs, cash flow and chpiiguirements, as well as market conditions. Adicaly,
there can be no assurance as to the amount ogtihideclaration or payment of dividends in theufat Any
change in dividend policy would ordinarily be efiige for dividends declared in the year followindoation

of the change, and a notice as to any such changelioy must be filed with Chilean regulatory aatlies
and would be publicly available information.

Dividends
Each Series A Share and Series B Share is entitleshare equally in any dividends declared on the
outstanding capital stock of SQM.

The following table sets forth the U.S. dollar eqlént of dividends per share and per ADS paichrheof the
years indicated, based on the Observed Exchangefétahe date on which the dividend was declared.

Dividends Per Share Per ADS(1)

Declared forthe b4 iy chs Uss$
business year

2003 2004 55.05 0.088

2004 2005 106.56 0.182

2005 2006 145.11 0.279

2006 2007 183.96 0.349

2007 2008 204.14 0.445

(1) The ratio of ordinary shares to Series A ADBs 10:1 for all periods reflected in the tabldhe Series A ADSs were
delisted from the New York Stock Exchange on Ma2dh 2008. The ratio of ordinary shares to Serie8ESs
changed from 10:1 to 1:1 on March 28, 2008. Theutation in the table for all periods is basedtloa ratio of 1:1.

Dividends payable to holders of ADRs will be pakt nf conversion expenses of the Depositary andbeil
subject to Chilean withholding tax, currently impdsat the rate of 35% (subject to credits in certaises).

As a general requirement, a shareholder who ismesident of Chile must register as a foreignstaeunder
one of the foreign investment regimes contemplate€hilean law to have dividends, sale proceedstloer
amounts with respect to its shares remitted outSidide through the Formal Exchange Market. Undier t
Foreign Investment Contract, the Depositary, oralfesf ADR holders, will be granted access to thoenkal
Exchange Market to convert cash dividends fromeé2milPesos to U.S. dollars and to pay such U.Sardadth
ADR holders outside Chile net of taxes, and no sepaegistration of ADR holders is required.

8.B. Significant Changes

No significant change has occurred since the datgedinancial statements set forth in Item 18.
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ITEM 9. THE OFFER AND LISTING
9.A Offer and Listing Details

Price History

The table below sets forth, for the periods indidathe reported high and low closing prices farshares on
the Santiago Stock Exchange and the high and losing prices of the ADSs as reported by the NYSEha
two main exchanges on which our shares are tra@edMarch 27, 2008, the Company voluntarily detists
series A ADRs from the New York Stock Exchange.atidition, on March 28, 2008, a ratio change fer th
Company’s series B ADRs entered into effect, madgythe ratio of ordinary shares to series B ADR#f

the previous ratio of 10:1 to a new ratio of 1:1.

(@) Last 5 years
Santiago Stock Exchange
Per Share (1)
Series A Series B

High Low High Low

Chs Chs Chs Chs
2003 3,050 1,630 2,995 1,580
2004 3,900 2,350 3,580 2,160
2005 7,000 3,600 7,170 3,269
2006 7,100 5,220 7,347 5,000
2007 12,100 7,100 9,985 6,800
(b) Last 10 quarters

Santiago Stock Exchange
Per Share (1)
Series A Series B

High Low High Low

Ch$ Ch$ Chs$ Ch$
2006
First quarter 6,000 5,599 6,390 5,540
Second quarter 5,950 5,220 6,001 5,000
Third quarter 6,000 5,300 6,190 5,300
Fourth quarter 7,100 6,000 7,347 6,240
2007
First quarter 7,600 7,100 7,830 6,800
Second quarter 9,050 7,100 9,152 6,800
Third quarter 12,100 9,050 9,160 7,650
Fourth quarter 12,100 12,100 9,985 8,042
2008
First quarter 12,600 12,100 10,658 6,750

Second quarter
(through May 31) 17,000 12,600 17,688 10,500
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NYSE
Per ADS
Series A (2) Series B (3)
High Low High Low
uUss$ Uss$ uUss$ Uss$
47.10 22.00 4.62 3.97
68.00 37.05 6.28 3.30
129.40 66.80 13.34 5.75
137.5 93.15 13.95 8.99

234.80 135.00 20.04 12.50

NYSE
Per ADS
Series A (2) Series B (3)
High Low High Low
uUss$ Uss$ Uss$ Us$

115.50 105.02 12.25 10.99
109.01 93.15 11.63 8.99
104.95 99.35 11.51 9.67
137.50 105.20 13.95 11.67

142.95 136.95 14.60 12.50
180.95 136.95 17.20 12.50
228.75 175.10 17.62 14.10
234.80 219.75 20.04 15.89

290.00 226.00 24.25 14.77

- - 36.91 23.98



(©) Last 6 months

Santiago Stock Exchange NYSE
Per Share (1) Per ADS
Series A Series B Series A (2) Series B (3)

High Low High Low High Low High Low

Ch$ Chs$ Chs$ Ch$ uss$ USs$ Uss$ Uss$
December 2007 12,100 12,100 9,319 8,042 223.75 219.75 18.75 315.9
January 2008 12,100 12,100 8,750 6,750 233.95 226.00 17.72 714.7
February 2008 12,100 12,100 9,200 7,749 290.00 230.51 20.05 816.1
March 2008 12,600 12,100 10,658 8,470 271.00 270.00 2425 9818.
April 2008 16,000 12,600 14,052 10,500 - - 30.90 23.98
May 2008 17,000 16,000 17,688 12,664 - - 36.91 27.04

(1) Pesos per share of Common Stock reflect nominet @i trade date.

(2) Series A shares started trading on the New YorkkSExchange on April 9, 1999.

(3) Series B shares began trading on the New York SExckange in September 1993. Historical pricegtmen restated to reflect the
change in the ratio of local shares to ADRs fronl116 1:1, effective March 28, 2008.

As of May 31, 2008, there were 5,385 Series A é5@12,003 Series B ADSs (equivalent to 53,850 Sekie
shares and 45,212,003 Series B shares, respetttgstanding held by 1 holder of record for SeAe&DSs
and 23 holders of record for the Series B ADSs.oflglay 31, such ADSs represented approximatel2Q%.
of the total number of issued and outstanding shafreur Company.

Although the Series A ADSs were voluntarily deldsteom the New York Stock Exchange, there are still
Series A ADSs outstanding. When the Company dddidelelist the Series A ADSs and terminate théeSer
A ADR program, holders were notified that they ®ddays to decide to sell their shareholding oharge
their ADSs for the underlying local shares. Afteat 90-day period, the Depositary Bank has one {eil
June 2009) to attempt to sell the local sharesnlyidg the outstanding ADSs in the Chilean market.

9.B Plan Of Distribution

Not Applicable
9.C Markets

The Series A shares and the Series B shares asnttyrtraded on the Santiago Stock Exchange, tieaB
Electronica de Chile Bolsa de Valores S.A., (thecEbnic Stock Exchange), and the Bolsa de Coresdor
Bolsa de Valores S.A., (the Valparaiso Stock Exgean As of December 31, 2007, each series was also
traded on the New York Stock Exchange in the fofr\DSs, where each ADS represented 10 underlying
shares of the corresponding series. On Februayy2@@8, the Company’s Board of Directors voted to
voluntarily delist the Series A ADSs from the Newrk Stock Exchange, due to the low trading volurhe o
those shares. On the same date, the Board oftDisealso approved a ratio change for the SeriéDBs,
modifying the previous ratio of 10 ordinary shated ADS to a new ratio of 1:1. The Series A AD@Bwe
delisted on March 27, 2008, and the Series B ciitamge entered into effect on March 28, 2008. rRoitheir
delisting, the ADSs representing Series A shaaett on the NYSE beginning on April 9, 1999. THaSs
representing Series B shares have traded on theENY®e September 21, 1993. The depositary bank fo
these ADSs is the Bank of New York Mellon.

9.0 Selling Shareholders

Not applicable
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9.E Dilution

Not applicable
9.F Expenses Of The Issue

Not applicable
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ITEM 10. ADDITIONAL INFORMATION

10.A. Share Capital
Not applicable

10.B. Memorandum and Articles Of Association

SOQM, headquartered at El Trovador N° 4285, Piseafitiago, Chile, is an open stock corporatsociedad
anonima abiertaorganized under the laws of the Republic of Childne Company was constituted by public
deed issued on June 17, 1968 by the Notary Publ®aantiago Mr. Sergio Rodriguez Garcés. Its eriste
was approved by Decree No. 1.164 of June 22, 19@88adMinistry of Finance, and it was registeredJome
29, 1968 in the Business Registry of Santiago,agept.537 N° 1.992.

Corporate purposes

Our specific purposes, which appear in article #wf By-laws, are to:(a) perform all kinds of chemical or
mining activities and businesses and, among otlibose related to researching, prospecting, extigct
producing, working, processing, purchasing, dispgsif, and commercializing properties, as applieabf all
metallic and non-metallic and fossil mining subsemand elements of any type or nature, to bergdadirom
them or from one or more concessions or mining siégpoand in their natural or converted state, or
transformed into different raw materials or mantdeed or partially manufactured products, and bfights
and properties thereor(p) manufacture, produce, work, purchase, transfereostip, import, export,
distribute, transport, and commercialize in any wal kinds of fertilizers, components, raw matksja
chemical, mining, agricultural, and industrial puats, and their by-product&;) generate, produce, distribute,
purchase, transfer ownership, and commercializaninway, all kinds of electrical, thermal, or atltype of
power, and hydric resources or water rights in ganéd) request, manifest, claim, constitute, explore,kwor
lease, transfer ownership, and purchase, in any alakinds of mining concession&) purchase, transfer
ownership, and administer, in any way, any kindetdcommunications, railroads, ships, ports, arydra@ans

of transport, and represent and manage shipping&oi®s, common carriers by water, airlines, andesam
general;(f) manufacture, produce, commercialize, maintainairepssemble, construct, disassemble, purchase
and transfer ownership, and in any way, any kinele€tromechanical structure, and substructuresiversl,
components, parts, spares, or parts of equipmerd, raachines, and execute, develop, advice, and
commercialize, any kind of electromechanical or lsng activities; (g) purchase, transfer ownership, lease,
and commercialize any kind of agroindustrial anenfdorestry activities, in any wayh) purchase, transfer
ownership, lease, and commercialize, in any way kamd of urban or rural real estat€g; render any kind of
health services and manage hospitals, privatecsliror similar facilitiesfj) construct, maintain, purchase,
transfer ownership, and manage, in any way, ang kinroads, tunnels, bridges, water supply systemd,
other required infrastructure works, without angitation, regardless of whether they may be public
private, among others, to participate in bids amgreinto any kind of contracts, and to be the lleyener of
the applicable concessions; & purchase, transfer ownership, and commercializany way, any kind of
intangible properties such as stocks, bonds, detesjtfinancial assets, commercial papers, shanéghts in
corporations, and any kind of bearer securitiesnetruments, and to administer such investment$ngac
always within the Investment and Financing Policsproved by the applicable General Shareholders
Meeting. We may comply with the foregoing by agtiourselves or through or with other different lega
entities or natural persons, within the countryabroad, with properties of our own or owned bydtparties,
and additionally, in the ways and territories, anth the aforementioned properties and purposesnaxalso
construct and operate industrial or agriculturailittes or installations; constitute, administgrirchase,
transfer ownership, dissolve, liquidate, transformodify, or form part of partnerships, institutions
foundations, corporations, or associations of aing lor nature; perform all actions, enter into @htracts,
and incur in all obligations convenient or necegsar the foregoing; perform any business or attivelated

to its properties, assets, or patrimony, or witht ©f its affiliates, associated companies, orteel@ompanies,
and render financial, commercial, technical, legalditing, administrative, advisory, and other ipert
services.
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Directors

The Company's By-laws, in articles 16 and 16 bgseastially establish that the transactions in which
Director has a material interest must comply with provisions set forth in articles 44 and 136 aflLN°
18.046 and the applicable regulations of such L&Netwithstanding the above, the said operationstrhas
approved by two thirds of the Board of Directors.

The Board of Directors duties are remunerated,ta®d in article 17 of the Company's By-laws, ahd t
amount of that compensation is fixed yearly by @General Ordinary Shareholders’ Meeting. Therefore,
Directors can neither determine nor modify theimpensation.

Directors cannot authorize Company loans on thetiralf.

As stated in article 10 of the Company's By-lawse€tors can be reelected indefinitely; thus, thereo age
limit for their retirement.

As stated in article 9 of the Company's By-law® possession of shares is not a necessary condlition
become a Director of our Company.

Shares

Dividends are annually distributed to the Serieml Series B shareholders of record on the fifgirtass day
prior to the date for payment of the dividends.e By-laws do not specify a time limit after whiclvidend
entitlement elapses but Chilean regulations esfalliat after 5 years, unclaimed dividends arestddnated
to the Fire Department.

Article 5 of the Company's By-laws establishes ®Baties B shares may in no case exceed fifty peofesur
issued, outstanding and paid shares. Series Bshawve a restricted right to vote as they can elglgt one
Director of the Company, regardless of their cagitack’'s share. Series B shares have the rigtdltdor an
Ordinary or Extraordinary Shareholders’ Meeting witlee shareholders of at least 5% of the Serissied
shares request so and for an Extraordinary Boaidirefctors Meeting without the Chairman's authdigra
when it is requested by the Director elected bysim@reholders of the Series B shares. Series reshave
the option to exclude the Director elected by SeBeshareholders from the voting process in whiwh t
Chairman of the Board is to be elected, if thera i® in the first voting process. However, detsc31 and 31
bis establish that in General Shareholders’ Mestieach shareholder will have a right to one voteefizh
share he owns or represents and that no sharehaltibave the right to vote for himself or on bétaf other
shareholders of the same Series A or Series B shepeesenting more than 37.5% of the outstandiages
with right to vote of each Series. In calculatingiagle shareholder's ownership of Series A or &es) the
shareholder's stock and those pertaining to ttartigs related to them are to be added.

Article 5 bis of the Company's By-laws establistiest no person may directly or by means of reldked
persons, state-owned companies, decentralizedh@utmus, municipal, or other institutions, conceetraore
than 32% of our total shares with right to vote.

Each Series A share and Series B share is ertitlsdare equally in the Company's profits, i.eeythave the
same rights on any dividends declared on the adstg shares of SQM.

Our By-laws do not contain any provision relatireg €) redemption provisions, (ii) sinking funds (i)
liability to capital calls by the Company.

As established in Article 103 of Law 18.046, a camp subject to the supervision of the Chilean Saesr
and Exchange Commission may be liquidated in theviing cases:

(a) Expiration of the duration term, if any, atabtished in its By-laws;

(b) All the shares end up in the possession ofindigidual;

(c) By agreement of an Extraordinary Shareholtesting;

(d) By abolition, pursuant to applicable lawstlod decree that authorized its existence;

(e) Any other reason contemplated in its By-laws.
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Article 40 of the Company's By-laws states thathia event of liquidation, the Shareholders’ Meetinitj
appoint a three-member receiver committee that lvdilte the authority to carry out the liquidatiomgess.
Any surplus will be distributed equally among ttheusholders.

The only way to change the rights of the holderswfshares is by modifying the By-laws, which caty be
carried out by an Extraordinary Shareholders’ Megtas set forth in article 28 of the Company Byda

Shareholders’ meetings

Article 29 of the Company's By-laws states that tadl to a Shareholders’ Meeting, either Ordinary o
Extraordinary, will be by means of a highlightecbpa notice that will be published at least threees, and
on different days, in the newspaper of the legaress determined by the Shareholders’ Meeting,imutle
way and under the conditions indicated by the Ragpris. Additionally, a notice will be sent by intai each
shareholder at least fifteen days prior to the dathe Meeting, which shall include a referenceh&f matters
to be addressed thereat. However, those meetiitigghe full attendance of the shares with righvode may
be legally held, even if the foregoing formal netiequirements are not met. Notice of any Shadehnsl
Meeting shall be delivered to the Chilean SecwitBdmmission (SVS), at least fifteen days in adgaoic
such meeting.

Any holder of Series A and/or Series B shares tegad in the Company's shareholder registry oneforb
the fifth business day prior to the date of the tingewill have a right to participate at that meeti

Foreign shareholders

There exists no restriction on ownership or shareentration, or limiting the exercise of the rethtight to
vote, by local or foreign shareholders other thassé discussed under Item 10.B. Memorandum andlésti
of Association -Shares above.

Change in control

Our Company By-laws provide that no shareholder tragl more than 32% of our shares, unless the wg-la
are modified at an extraordinary shareholders’ inget Moreover, on December 12, 2000, the govertmen
published thelLey de Oferta Publica de Accion€Bublic Share Offering law) or (OPA law) that sedhk
protect the interests of minority shareholders gérostock corporations in transactions involvinghange in
control, by requiring that the potential new cotienopurchase the shares owned by the remainingkbhlers
either in total or pro rata. The law applies tosh transactions in which the controlling party ldaeceive a
material premium price compared with the price thatild be received by the minority shareholders.

There are three conditions that would make it magido operate under the OPA law:
(2) When an investor wants to take control of agany's stock.

2 When a controlling shareholder holds two-thiofishe company's stock. If such shareholder
buys one more share, it will be mandatory to offeacquire the rest of the outstanding stock
within 30 days of surpassing that threshold.

3) When an investor wants to take control of gpocaition, which, in turn, controls an open
stock corporation that represents 75% or more ef dbnsolidated assets of the former
corporation.

Parties interested in taking control of a compamginti) notify the company of such intention in tivrg, and
notify its controllers, the companies controlledihythe SVS and the markets where its stocksradet and
(ii) publish a highlighted public notice in two nspapers of national circulation at least 10 busirksgy's prior
to the date of materialization of the OPA.

Disclosure of share ownership

The Company's By-laws do not provide for a minimimeshold at which share ownership must be disdlose
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10.C. Material Contracts

The following summarizes the terms and conditionthe main contracts to which SQM or any subsidiarg
party:

e On February 12, 1999, SQM S.A. entered into antBtat Energy Supply contract with
Electroandina S.A. The term of this contract esdtethrough February 12, 2009. SQM
has two three-year renewal options. Early termamatif the contract is subject to payment
of non-amortized investments.

e On March 21, 1997, SQM Salar S.A. entered into kttEcity Supply agreement with
Norgener S.A. The term of this contract extendsuph March 20, 2017, and early
termination is subject to penalties.

e On January 13, 1998, SQM Nitratos S.A. entered &mo Electrical Energy Supply
agreement with Norgener S.A. The term of this @mitextends through January 31,
2013. Early termination of the contract is subjéot payment of non-amortized
investments.

« On May 22, 2001, SQM S.A. entered into a Naturad Sapply agreement with Distrinor
S.A. The term of this contract extends through N4ay 2011. Early termination of the
contract is subject to payment of non-amortizecegtiments. SQM pays a fixed annual
amount (amortization of investments), and when egeive gas, we pay the corresponding
amounts. However, in 2007 we received practiagadiygas, and we expect this situation to
continue during 2008.

During 2006 and 2007, both Norgener and Electraandbught relief from the terms of their electyicgupply
agreements, arguing that certain unforeseen evemtsrestricted the supply and increased the pricgas
from Argentina. As of December 2007, in the calsargener, an agreement was reached among thegart
whereas in the case of Electroandina, an arbit@gtermined the resolution of the dispute. In brdke the
prices of energy to be paid by SQM were adjustedangs, in line with increases in variable generatiosts.
For further information on the current energy symituation in Chile, see Item 3. D. Risk factors.

In addition, the Company, during the normal cowbusiness, has entered into different contradme of
which have been described herein, related to @dymtion, commercial and legal operations. We belil of
these contracts are standard for this type of inguand none of them is expected to have a matffiect on
the Company's results of operations

10.D. Exchange Controls

The Central Bank of Chile is responsible for, amotfwer things, monetary policies and exchange otmin
Chile. Appropriate registration of a foreign intreent in Chile permits the investor access to tharal
Exchange Market. Foreign investments can be mgidtwith the Foreign Investment Committee under
Decree Law N°600 of 1974 or can be registered thighCentral Bank of Chile under the Central Bank, Ac
Law N°18840 of October 1989. The Central Bank i&can organic constitutional law requiring a "spéci
majority" vote of the Chilean Congress to be medifi

Our 1993, 1995 and 1998 capital increases werdedagut under and subject to the then current legal
regulations, whose summary is hereafter included:

A 'Convencion Capitulo XXVI del Titulo | del Compendie Normas de Cambios Internacionales'
Compendium of Foreign Exchange Regulations of thatal Bank of Chile, "Foreign Investment Contract”
was entered into and among the Central Bank ofeCbilir Company and the Depositary, pursuant talrti
47 of the Central Bank Act and to Chapter XXVI bé&tCompendium of Foreign Exchange Regulationsef th
Central Bank of Chile, "Chapter XXVI", which addses the issuance of ADSs by a Chilean company.
Absent the Foreign Investment Contract, under apple Chilean exchange controls, investors woutdoeo
granted access to the Formal Exchange Market ®ptirposes of converting from Chilean Pesos to U.S.
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dollars and repatriating from Chile amounts recegiirerespect to deposited Series A or B shareedeSA

or B shares withdrawn from deposit on surrendekDRs (including amounts received as cash divideartbs
proceeds from the sale in Chile of the underlyirgri€s A and Series B shares and any rights arising
therefrom). The following is a summary of the migleprovisions contained in the Foreign Investment
Contract. This summary does not purport to be deta@and is qualified in its entirety by referetieeChapter
XXVI and the Foreign Investment Contract.

Under Chapter XXVI and the Foreign Investment Cactirthe Central Bank of Chile has agreed to giant
the Depositary, on behalf of ADR holders, and tg arvestor not residing or not domiciled in Chiléav
withdraws Series A or Series B shares upon delidnADRs (such Series A and Series B shares being
referred to herein as "Withdrawn Shares") acceskad-ormal Exchange Market to convert Chilean Béso
U.S. dollars (and remit such U.S. dollars outsideCahile) in respect of Series A and Series B shares
represented by ADSs or Withdrawn Shares, includingpunts received as (a) cash dividends, (b) preceed
from the sale in Chile of Withdrawn Shares, or frehares distributed because of the liquidation,gereor
consolidation of the Company, subject to receipth®y Central Bank of Chile of a certificate frone tholder

of such shares (or from an institution authorizgdhe Central Bank of Chile) that such holder'sdesce and
domicile are outside Chile and a certificate fror@lalean stock exchange (or from a brokerage ounrgtees

firm established in Chile) that such shares wetd sn a Chilean Exchange, (c) proceeds from the isa
Chile of preemptive rights to subscribe for additibSeries A and Series B shares, (d) proceeds fhem
liquidation, merger or consolidation of the Compamgd (e) other distributions, including without iiation
those resulting from any recapitalization, as altesf holding Series A and Series B shares repiteseby
ADSs or Withdrawn Shares. Transferees of Withdr&kares will not be entitled to any of the foregpin
rights under Chapter XXVI unless the Withdrawn ®isaare redeposited with the Depositary. Investors
receiving Withdrawn Shares in exchange for ADR$ ldlve the right to redeposit such shares in exgibéor
ADRs, provided that the conditions to redepositdbed hereunder are satisfied.

Chapter XXVI provided that access to the FormalHaxge Market in connection with dividend payments
will be conditioned upon certification by the Compao the Central Bank of Chile that a dividend ipayt
has been made and any applicable tax has beeneldthiChapter XXVI also provides that access to the
Formal Exchange Market in connection with the s#l&Vithdrawn Shares or distributions thereon widl b
conditioned upon receipt by the Central Bank ofl€bf certification by the Depositary that suchrelsshave
been withdrawn in exchange for ADRs and receiptofiaiver of the benefit of the Foreign Investment
Contract with respect thereto until such WithdreBlrares are redeposited.

Chapter XXVI and the Foreign Investment Contracivjited that a person who brings certain types adifm
currency into Chile, including U.S. dollars, to pliase Series A shares and/or Series B shareshgithenefit
of the Foreign Investment Contract must conveintid Chilean Pesos on the same date and has 5nganki
business days within which to invest in Series Arek and/or Series B shares in order to receivbehefits
of the Foreign Investment Contract. If such perdecides within such period not to acquire SerieshAres
and/or Series B shares, he can access the Formlahge Market to reacquire foreign currency, predithat
the applicable request is presented to the Cedtmak within 7 banking business days of the initiahversion
into pesos. Series A shares and/or Series B sharpsred as described above may be deposited D@sA
and receive the benefits of the Foreign Investr@anitract, subject to receipt by the Central BankCbile of

a certificate from the Depositary that such depbai been effected and that the related ADRs haee b
issued and receipt by the Custodian of a declardtan the person making such deposit waiving thedlfits
of the Foreign Investment Contract with respet¢htodeposited Series A shares and/or Series Bsshare

Access to the Formal Exchange Market under anyhefdircumstances described above is not automatic.
Pursuant to Chapter XXVI, such access requirescapprof the Central Bank of Chile based on a reques
presented through a banking institution establishe@hile. The Foreign Investment Contract wilbpide

that if the Central Bank of Chile has not actedsanh request within seven banking days, the requédbe
deemed approved.

Under current Chilean law, foreign investments mgjdy the Foreign Investment Contract cannot kengkd
unilaterally by the Central Bank of Chile. No asswce can be given, however, that additional Chilea
restrictions applicable to the holders of ADRs, thgposition of underlying Series A shares andfenies B
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shares or the repatriation of the proceeds fronh slisposition could not be imposed in the future;, can
there be any assessment of the duration or impactob restrictions if imposed.

As of April 19, 2001, Chapter XXVI of Title | of hhiCompendio de Normas de Cambios Internacionafes
the Central Bank of Chile was eliminated and newestments in ADR's by non-residents of Chile, aye/ n
governed by Chapter XIV of theompendio de Normas de Cambios Internacionafethe Central Bank of
Chile. This was made with the purpose of simplifyand facilitating the flow of capital to and fraGhile.
According to the new regulations, such investmentst be carried out through Chile's Formal Exchange
Market and only reported to the Central Bank ofl€hiForeign investments may still be registerethlie
Foreign Investment Committee under Decree Law 600934, as amended, and obtain the benefits of the
contract executed under Decree Law 600.

The Central Bank is also responsible for contrgllincurrence of loan obligations to be paid froml€land
by a Chilean borrower to banks and certain othearftial institutions outside Chile. The followiig a
summary of the relevant portions of Chapter XIVamling the incurrence of loan obligations and doets
purport to be complete and is qualified in its eatyi by reference to the provisions of Chapter XIV.

The Central Bank must be informed of any incurreatdoan obligations to be paid from Chile and by a
Chilean borrower to banks and certain other finariaistitutions outside of Chile. As of Decembér 3007,
we had one long-term loan outstanding obtainetiéninternational markets (through a Rule 144A daffgiof
US$200 million). Additionally Royal Seed Trading m@oration, a wholly owned subsidiary, has two
syndicated loans for an amount US$180.0 milliorstautding, which are fully guaranteed by us.

The Central Bank has been informed about the gtegagiven to Royal Seed. Accordingly, any purchasges
U.S. dollars in connection with payments on thesms$ will occur with the Formal Exchange Marketefie
can be no assurance, however, that restrictionicapfe to payments in respect to the loans coudhe
imposed in the future, nor can there be any asssgsof the duration or impact of such restrictiohs
imposed.

10.E. Taxation

Chilean Tax Considerations

The following describes the material Chilean incaie consequences of an investment in the ADRsrby a
individual who is not domiciled or resident in Ghibr any legal entity that is not organized unterlaws of
Chile and does not have a permanent establishroeateld in Chile, a "foreign holder." This discossis
based upon Chilean income tax laws presently inefoincluding Ruling No. 324 (1990) of the Chilean
Internal Revenue Service and other applicable egiguis and rulings. The discussion is not intendgdax
advice to any particular investor, which can bedezad only in light of that investor's particulax tsituation.

Under Chilean law, provisions contained in statugdash as tax rates applicable to foreign investtrs,
computation of taxable income for Chilean purpcsed the manner in which Chilean taxes are imposed a
collected may only be amended by another statatadtition, the Chilean tax authorities issue ggirand
regulations of either general or specific applmatand interpret the provisions of Chilean tax la@hilean tax
may not be assessed retroactively against taxpayersact in good faith relying on such rulings, ukagions
and interpretations, but Chilean tax authoritiesy nehange said rulings, regulations and interpretati
prospectively.

Cash Dividends and Other Distributions

Cash dividends paid by the Company with respetiigshares, including shares represented by ADiE ke

a U.S. holder will be subject to a 35% Chilean Witlding tax, which is withheld and paid by the Camyp,

the "Withholding Tax.” If the Company has paid porate income tax, the "First Category Tax", on the
income from which the dividend is paid, a credit fbe First Category Tax effectively reduces thie raf
Withholding Tax. When a credit is available, théthWolding Tax is computed by applying the 35% rate
the pre-tax amount needed to fund the dividend thed subtracting from the tentative withholding &
determined the amount of First Category Tax actyadiid on the pre-tax income. Under Chilean incdaxe
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law, dividends are assumed to have been paid autrobldest retained tax profits for purposes dérwaining
the rate at which the First Category Tax was paid.

The effective Withholding Tax rate, after givindesft to the credit for First Category Tax, genegréit

(Withholding Tax rate) - (First Category Tax efigetrate)
1 - (First Category Tax effective rate)

The effective rate of Withholding Tax to be imposeddividends paid by the Company will vary depeqdi
upon the amount of the First Category Tax paidhgy @ompany on the earnings to which the dividemds a
attributed. The dividends distributed by the Comypeorresponding to the business year 2007 weldatids
considered taxable, and the total tax retentiom wets approximately 28%.

Dividend distributions made in property (such agribution of cash equivalents) would be subjedh®same
Chilean tax rules as cash dividends. Stock divddeare not subject to Chilean taxation.

Capital Gains

Gains from the sale or other disposition by a fymeholder of ADR outside Chile will not be subjdot
Chilean taxation. The deposit and withdrawal of shares in exchange for ADSs will not be subjecarny
Chilean taxes.

The tax basis of the shares received in exchang@D&s (repatriation) will be the acquisition valaéthe
shares. The shares exchanged for ADSs are valutie dtighest price at which they trade on the Ghile
Stock Exchange on the date of the exchange ortberedf the two business days preceding the exe&hang
Consequently, the conversion of ADSs into the sharel the immediate sale of such shares at aqujical to

or less than the highest price for Series A shareSeries B shares on the Chilean Stock Exchangaion
dates will not generate a gain subject to Chileaation.

Gain recognized on a sale or exchange of sharedigésguished from sales or exchanges of ADSs
representing such shares) will be subject to bo¢hHirst Category Tax and the Withholding Tax ther (i)
the foreign holder has held the shares for less ¢time year since exchanging the ADSs for the shéiethe
foreign holder acquired and disposed of the shiaréise ordinary course of its business or as alaedtader
of shares, or (iii) the foreign holder and the piaser of the shares are related parties withinrtbéaning of
Chilean tax law. The amount of the First Catedieiy may be credited against the amount of the \ltling
Tax. In all other cases, gain on the dispositibthe shares will be subject only to a capital gdax, which is
assessed at the same rate as the First CategoryQaix recognized in the transfer of common shéras
have a high presence in the stock exchange, howisvent subject to capital gains tax in Chile,yded that
the common shares are transferred in a local egehdn other authorized stock exchanges, or wittiie
process of a public tender of common shares gedeby the Chilean Securities Market Act. The camnm
shares must also have been acquired either ortla stghange, within the referred process of a puklnder
of a common shares governed by the Chilean Sexmriarket Act, in an initial public offer of common
shares resulting from the formation of a corporatiw a capital increase of the same, or in an exghaf
convertible bonds. Common shares are considerbdue a high presence in the stock exchange wiesn th
a) are registered in the Securities Registry b)yegéstered in a Chilean Stock Exchange, ¢) havadjusted
presence equal to or above 25%.

As of June 19, 2001 capital gains obtained in #le ef common shares that are publicly traded #toak
exchange are also exempt from capital gains takhite when the sale is made by "foreign institudion
investors" such as mutual funds and pension fumdsjided that the sale is made in a stock exchange
accordance with the provisions of the securitiesketalaw (law 18.045), or in any other form autized by
the SVS. To qualify as foreign institutional int@s, the referred entities must be formed outsid€hile,
not have domicile in Chile, and they must be arnéstment fund" in according with the Chilean taw.l

The exercise of preemptive rights relating to shavél not be subject to Chilean taxation. Any gaim the
sale or assignment of preemptive rights relatinghiares will be subject to both the First Cateday and the
Withholding Tax (the former being creditable agaihe latter).
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Other Chilean Taxes

No Chilean inheritance, gift or succession taxgdyafo the transfer or disposition of the ADSs bjoeeign
holder, but such taxes generally will apply to ttensfer at death or by gift of the shares by aifpr holder.
No Chilean stamp, issue, registration or similaegaor duties apply to foreign holders of ADSslmarss.

Withholding Tax Certificates
Upon request, the Company will provide to foreigiders appropriate documentation evidencing theryeay
of Chilean withholding taxes.

United States Tax Considerations

The following discussion summarizes the principab Uederal income tax consequences to beneficinbos
arising from the acquisition, ownership and dispiosiof the Series A shares and the Series B shiagsther

the "shares" and the ADSs. The discussion whittbvis is based on the United States Internal Resé@nde

of 1986, as amended, the "Code", the Treasury adgos promulgated thereunder, and judicial and
administrative interpretations thereof, all as ffe@ and available on the date hereof, and isesulip any
changes in these or other laws occurring after sdate. In addition, the summary assumes that the
depositary’s activities are clearly and approphatiefined so as to ensure that the tax treatmeADSs will

be identical to the tax treatment of the underl\shgres.

For purposes of this summary, the term "U.S. Hdldezans a beneficial owner of shares or ADSs #)dbr
U.S. federal income tax purposes, (a) an individut@b is a United States citizen or resident, (bp@ooration
or partnership created or organized under the Gviise United States or any political subdivisitwereof, or
(c) an estate, the income of which is subject t8.ederal income tax regardless of the sourcéd)oa trust
(i) that validly elects to be treated as a U.Ssperfor U.S. federal income tax purposes or (ii)fAa court
within the U.S. is able to exercise primary supgon over the administration of the trust and (B @r more
U.S. persons have the authority to control all tartigal decisions of the trust.

The term "Non-U.S. Holder" means, for purposeshif discussion, a beneficial owner of shares or Dt
is not a U.S. holder.

If a partnership (or any other entity treated g&dnership for U.S. federal income tax purposetishares
or ADSs, the tax treatment of the partnership amparner in such partnership generally will dependthe
status of the partner and the activities of théngaship. Such a partner or partnership shouldwbits own
tax advisor as to its consequences.

The discussion that follows is not intended asadxice to any particular investor and is limitedrneestors
who will hold the shares or ADSs as "capital assefthin the meaning of Section 1221 of the Codé an
whose functional currency is the United StatesailolThe summary does not address the tax treamhéhS.
Holders and Non-U.S. Holders that may be subjespgrial U.S. federal income tax rules, such asramse
companies, tax-exempt organizations, banks, U.&ldf®who are subject to the alternative minimur) ta
U.S. Holders and Non-U.S. Holders who are brokedets in securities, who hold the shares or ADSa as
hedge against currency risks, as a position irtraddle" for tax purposes, or as part of a conearsir other
integrated transaction, or who own (directly, iedity or by attribution) 10% or more of the totantbined
voting power of all classes of the Company's capiiack entitled to vote or 10% or more of the eabf the
outstanding capital stock of the Company.

There exist no reciprocal tax treaties betweerRiygublic of Chile and the United States.

The discussion below does not address the effeanpfUnited States state, local, estate or giftlasx or
foreign tax law on a U.S. Holder or Non-U.S. Holdérthe shares or ADSs. U.S. HOLDERS AND NON-
U.S. HOLDERS OF SHARES OR ADSs SHOULD CONSULT THEM®WN TAX ADVISORS TO
DETERMINE THE CONSEQUENCES UNDER ANY SUCH LAW OF VEESTING IN THE SHARES OR
ADSs.

For purposes of applying U.S. federal income tax, lany beneficial owner of an ADS generally will be
treated as the owner of the underlying shares septed thereby.
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TO ENSURE COMPLIANCE WITH U.S. TREASURY DEPARTMENTIRCULAR 230, INVESTORS
ARE ADVISED THAT: (A) ANY DISCUSSION OF U.S. FEDERATAX ISSUES IN THIS FORM 20-F IS
NOT INTENDED OR WRITTEN TO BE RELIED UPON, AND CANOT BE RELIED UPON, BY
INVESTORS FOR THE PURPOSE OF AVOIDING PENALTIES THAMAY BE IMPOSED ON SUCH
INVESTORS UNDER THE U.S. INTERNAL REVENUE CODE OM&6, AS AMENDED; (B) SUCH
DISCUSSION IS INCLUDED BY THE COMPANY IN CONNECTIONVITH THE PROMOTION OR
MARKETING (WITHIN THE MEANING OF CIRCULAR 230) BY HE COMPANY OF THE
TRANSACTIONS OR MATTERS ADDRESSED HEREIN; AND (CINVESTORS SHOULD SEEK
ADVICE BASED ON THEIR PARTICULAR CIRCUMSTANCES FROMAN INDEPENDENT TAX
ADVISOR.

Cash Dividends and Other Distributions

The U.S. Treasury Department has expressed conbatndepositaries for ADRs, or other intermediaries
between the holders of shares of an issuer anisher, may be taking actions that are inconsistetht the
claiming of U.S. foreign tax credits by U.S. holslef such receipts or shares. Accordingly, thdyaisa
regarding the availability of a U.S. foreign taedit for Chilean taxes and sourcing rules describeldw
could be affected by future actions that may benaby the U.S. Treasury Department.

The following discussion of cash dividends and otttistributions is subject to the discussion belowder
“Passive Foreign Investment Company Consideration/fie gross amount of a distribution with respect
shares or ADSs generally will be treated as a fexdlvidend to the extent of the Company's curimd
accumulated earnings and profits, computed in aecme with U.S. federal income tax principles. A
dividend distribution will be so included in grassome when received by (or otherwise made availad) (i)
the U.S. Holder in the case of the shares orl{@)depositary in the case of the ADSs, and in eithee will

be characterized as ordinary income for U.S. fddieiome tax purposes. Distributions in excess haf t
Company's current and accumulated earnings andtgpmeill be applied against and will reduce the U.S
Holder's tax basis in the shares or ADSs and,dceitent distributions exceed such tax basis, xbess will

be treated as gain from a sale or exchange of shumtes or ADSs. U.S. Holders that are corporatidghsot

be allowed a deduction for dividends received ispeet of distributions on the shares or the ADE®r
example, if the gross amount of a distribution wilspect to the shares or ADSs exceeds the Conspany'
current and accumulated earnings and profits byl0S®), such excess will generally not be subjeet thS.
tax to the extent the U.S. Holder's tax basis enghares or ADSs equals or exceeds US$10.00. dimp&hy
does not maintain calculations of its earnings gmdfits under U.S. federal income tax principles.
Accordingly, U.S. Holders should assume that arshadistribution made by us will be treated as adéind
for U.S. federal income tax purposes.

If a dividend distribution is paid in Chilean pestite amount includable in income will generallythe U.S.

dollar value, on the date of receipt by the U.Slddoin the case of the shares or by the depositattye case
of the ADSs, of the peso amount distributed, relgasdof whether the payment is actually convenéal U.S.

dollars. The amount of any distribution of progesther than cash will be fair market value of spcbperty

on the date of distribution. Any gain or loss ffésg from currency exchange rate fluctuations dgrthe

period from the date the dividend is includabletie income of the U.S. Holder to the date the peses
converted into U.S. dollars will be treated as wady income or loss.

A dividend distribution will be treated as foreigource income and will generally be classified passive
category income" or in the case of certain U.S.deid “general category income" for U.S. foreign ¢eedit
purposes. If Chilean withholding taxes are imposada dividend, U.S. Holders will be treated asimgv
actually received the amount of such taxes (netnyf credit for the First Category Tax) and as hgupaid
such amount to the Chilean taxing authorities. aAgsult, the amount of dividend income includedyrioss
income by a U.S. Holder will be greater than theoam of cash actually received by the U.S. Holdéghw
respect to such dividend income. A U.S. Holder nhbay able, subject to certain generally applicable
limitations, to claim a foreign tax credit or a detlon for Chilean withholding taxes (net of angdit for the
First Category Tax) imposed on dividend paymeiitise rules relating to the determination of the Wogeign
tax credit are complex, and the calculation of UdBeign tax credits and, in the case of a U.S.ddokhat
elects to deduct foreign taxes, the availabilitydetluctions, involve the application of rules tdapend on a
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U.S. Holder's particular circumstances. U.S. Hadshould, therefore, consult their own tax adwsor
regarding the application of the U.S. foreign teedit rules to dividend income on the shares or ADS

Subject to the discussion below under “Informatieporting and Backup Withholding”, if you aréNan-
U.S. Holder, you generally will not be subject td&SUfederal income or withholding tax on dividemdseived
by you on your shares or ADSs, unless you condtretde or business in the United States and sudhmia is
effectively connected with that trade or business.

Capital Gains

A U.S. Holder will generally recognize gain or logstbe sale, redemption or other disposition ofghares
or ADSs in an amount equal to the difference betwbe amount realized on the sale or exchangeland t
U.S. Holder's adjusted basis in such shares or AD3uus, if the U.S. Holder sells the shares fos4&00
and such U.S. Holder's tax basis in such shard$$30.00, such U.S. Holder will generally recograzgain

of US$10.00 for U.S. federal income tax purpos€sin or loss upon the sale of the shares or AD8swi
capital gain or loss if the shares or ADSs aretahpssets in the hands of the U.S. Holder. Clagé#ins on
the sale of capital assets held for one year grdes subject to U.S. federal income tax at orgliimarome tax
rates. Net capital gains derived with respectéapital assets held for more than one year arebidgor
reduced rates of taxation. Subject to the disonsbielow under “Passive Foreign Investment Company
Considerations”, gain or loss realized by a U.Sdelioon the sale or exchange of shares or ADSwill.S.-
source income. In addition, certain limitationsséxn the deductibility of capital losses by bothporate and
individual taxpayers. Any tax imposed by Chileedity on the gain from such a sale would generiadly
eligible for the U.S. foreign tax credit; howevéecause the gain would generally be U.S.-sourdd,Sa
Holder might not be able to use the credit othezvasailable. U.S. Holders should consult their dex
advisors regarding the foreign tax credit implioas of the sale, redemption or other dispositioa ehare or
ADS.

Subject to the discussion below under “InformatiReporting and Backup Withholding”, a Non-U.S. Halde
of ADSs or shares will not be subject to Unitedt&ancome or withholding tax on gain from the salether
disposition of ADSs or shares unless, in genejadych gain is effectively connected with the catcaf a
trade or business within the United States ortli@ Non-U.S. Holder is an individual who is presgnthe
United States for at least 183 days during thehliiexgear of the dispositioand certain other conditions are
met.

Passive Foreign Investment Company Considerations

A Non-U.S. corporation will be classified as a “piae foreign investment company”, or a PFIC, foSU.
federal income tax purposes in any taxable yearich, after apply certain look-through rules, eitffi)
at least 75% of its gross income is “passive incoondii) at least 50% of the average value ofgtess
assets is attributable to assets that produce iYfgagscome” or are held for the production of passi
income. Passive income for this purpose geneiatipdes dividends, interest, royalties, rents gaiths
from the sale of stock (including gains from théesaf stock of certain subsidiaries), partnershigriest,
securities or commodities.

Based on certain estimates of our gross incomegaosls assets and the nature of our business, the
Company believes that it was not classified asl€R#2007. The Company’s status in future yeaits w
depend on its assets and activities in those ydatse Company were a PFIC, a U.S. Holder of shar
ADSs generally would be subject to imputed intedstrges and other disadvantageous tax treatment
(including the denial of taxation at the lower satgpplicable to long-term capital gains with resgec

any gain from the sale or exchange of shares orshDS

Information Reporting and Backup Withholding
Payments of dividends on the shares or ADSs angribeeeds of sale or other disposition of the share
ADSs within the United States by certain non-cogp@holders may be subject to U.S. information rimp

and backup withholding. A U.S. Holder generallyviié subject to U.S. information reporting and hack
withholding at a rate of 28% unless the recipidmguch payment supplies an accurate taxpayer fieiion
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number, as well as certain other information, tveotvise establishes an exemption, in the mannecpbed
by United States law and applicable regulationsS. lihformation reporting and backup withholdinglafs.
federal income tax at a rate of 28% may also afppon-U.S. Holders that are not "exempt recipieatsd
that fail to provide certain information as may fieguired by United States law and applicable regria.
Any amount withheld under U.S. backup withholdisghbt an additional tax and is generally allowaddea
credit against the U.S. Holder's federal incomeli@hility upon furnishing the required informatidgn the
IRS.

HOLDERS ARE URGED TO CONSULT THEIR OWN TAX ADVISORSREGARDING THE
APPLICATION OF THE U.S. INFORMATION REPORTING ANDACKUP WITHHOLDING RULES TO
THEIR PARTICULAR CIRCUMSTANCES.

10.F. Dividends and Paying Agents

Not applicable

10.G. Statement by Experts
Not applicable

10.H. Documents on Display
Documents referred to in this form 20-F are avééab the public at:

http://www.sec.gov/edgar/searchedgar/companyseard¢timl, CIK: 909037.

10.I. Subsidiary Information

See Item 4.C. Organizational Structure.
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ITEM 11. QUANTITATIVE AND QUALITATIVE DISCLOSURES ABOUT MARK  ET
RISK

As explained elsewhere in this Annual Report, vaagact our businesses in more than 100 counthiesshy
rendering our market risk dependent upon the fataias of foreign currencies and local and inteéomel
interest rates. These fluctuations may generatein the value of financial instruments takethénormal
course of business.

We, from time to time and depending upon then eurrearket conditions, review and re-establish our
financial policies to protect our operations. Mg@ment is authorized by our Board of Directorsngage in
certain derivative contracts such as forwards avaps to specifically hedge the fluctuations in liegt rates
and in currencies other than the U.S. dollar.

Derivative instruments used by us are transactpmtific so that a specific debt instrument or cacttr
determines the amount, maturity and other termtghefhedge. We do not use derivative instruments fo
speculative purposes.

Interest Rate RiskAs of December 31, 2007, we had approximate® 87 our financial debt priced at Libor,
and therefore significant increases in the rateldcémpact our financial condition. We also maintdie
majority of our short-term financial debt pricedlalbor plus a spread for which we do not have aimg lof
derivative contract.

Expected Maturity Date

On Balance Sheet 2008 2009 2010 2011 20t2and g Fair Value
Financial Instruments thereafter

(in thousands of U.S. dollars)

Fixed Rate (US$) 23,094 22,775 22,471 22,167 367,446 457,953 313,845
200m US$ bond - Int. rate: 6.125% 12,250 12,250 12,250 12,250 255,125 304,125 211,668
3m UF bond swapped to US$ at 5.84% (1) 0,844 10,525 10,221 9,917 112,321 153,828 102,177

Variable Rate (US$) 7,436 7,540 104,570 84,096 - 203,643 179,665
100m US$ loan — Avg. Int.: 4.083% 4,052 4,230 100,954 - - 109,236 99,692
80m US$ loan — Avg. Int.: 4.441% 3,384 3,310 3,616 84,096 - 94,407 79,972

Total 30,531 30,315 127,041 106,263 367,446 661,596 493,510

(1) UF-bond fully hedged, under Chilean GAAP, t&3®Jwith a Cross Currency Swap (CCS). Cash flowmessed in their nominal
currency are presented below:

Expected Maturity Date
2012 and
2008 2009 2010 2011 thereafter Total Fair Value

3M UF Bond — Int. rate 4.00%
SQM pays bond holders (UF) 261,398255,456 249,515 243,574 2,940,665 3,950,607 2,985,272
Cross Currency Swap

CCS UF Int. rate 4.00% - SQM receives (UF) -261,39855,456  -249,515  -243,574 -2,940,665 -3,950,607 -2,985,272
CCS US$ Int. rate 5.84% - SQM pays (US$) 10,84410,525 10,221 9,917 112,321 153,828 102,177

Exchange Rate RiskAlthough the U.S. dollar is the primary currencywhich we transact our businesses,
our operations throughout the world expose us tthamge rate variations for non-U.S. dollar curresci
Therefore, fluctuations in the exchange rate ohslocal currencies may affect our financial coratitiand
results of operations. To lessen these effectsmnamtain derivative contracts to protect the néfedence
between our principal assets and liabilities forrencies other than the U.S. dollar. These cotgrace
renewed periodically depending on the amount cavéresach currency. Aside from this, we do notdeed
potential future income and expenses in curreratiesr than the U.S. dollar with the exception & ¢uro and
Chilean peso. We estimate annual sales in eurdsegpenses in Chilean pesos and secure the exchange
difference with derivative contracts.
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As of December 31, 2007 and 2006 we had the foligwiet monetary assets and liabilities that argestito
foreign exchange gain or loss fluctuation:

2007 2006
Th US$ Th US$

Chilean pesos 36,975 (41,922
Brazilian real (1,281) (1,332)
Euro 31,730 27,16:
Japanese yen 692 73C
Mexican pesos (2,900) 1,587
South African rand 8,346 11,67¢
Dirhams 10,012 13,55¢
Other currencies 8,584 7,854

Total, net 92,158 19,31

As of December 31, 2007, we had open forward exghaontracts and options to buy U.S. dollars atid se
foreign currency for approximately UF 2.85 milli@dS$97.5 million), 9.5 million euros (US$13.92 nat),
and 32 million South African Rands (US$4.70 millipand forward exchange contracts to buy Chileaogpe
and sell U.S. dollars for approximately 38,161.1iBiom Chilean pesos (US$76.8 million).

ITEM 12. DESCRIPTION OF SECURITIES OTHER THAN EQUITY SECURIT IES

Not applicable
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PART I

ITEM 13. DEFAULTS, DIVIDEND ARREARAGES AND DELINQUENCIES
Not applicable

ITEM 14. MATERIAL MODIFICATIONS TO THE RIGHTS OF SECURITY
HOLDERS AND USE OF PROCEEDS

Not applicable.

ITEM 15. CONTROLS AND PROCEDURES
(a) Disclosure Control and Procedures

Under the supervision and with the participationtltdé Company's management, including the Company's
Chief Executive Officer and Chief Financial Officewe evaluated the effectiveness of the design and
operation of our disclosure controls and proceduyessuant to Exchange Act Rules 13(a)-15(b), abetnd

of the period covered by this Annual Report. Baspdn that evaluation, the Chief Executive Offiesd
Chief Financial Officer have concluded that the @any's disclosure controls and procedures aretftein
providing reasonable assurance that material irdtion is made known to management and that finhaoi
non-financial information is properly recorded, geesed, summarized and reported.

The procedures associated to our internal contids designed to provide reasonable assurance that o
transactions are properly authorized, assets degusrded against unauthorized or improper use, and
transactions are properly recorded and reportegveder, through the same design and evaluation gherfio
the disclosure controls and procedures, the Compamgnagement, including the Company's Chief Exexut
Officer and Chief Financial Officer, recognizedttiiaere are inherent limitations to the effectivenef any
internal control system regardless of how well gesd and operated. In such a way they can prawidie
reasonable assurance of achieving the desiredotanitfectives and no evaluation can provide absolut
assurance that all control issues or instanceaflf if any, within the Company have been detected

There were no significant changes in our intermadtmls over financial reporting that occurred dgrithe
period covered by this Annual Report that have nedte affected, or are likely to materially affecur
internal control over financial reporting.

(b) Management’s Annual Report on Internal Contr@ver Financial Reporting

SQM Management is responsible for establishing @aihtaining adequate internal control over finahcia
reporting. The Company’s internal control over final reporting is designed to provide reasonabsei@nce
regarding the reliability of financial reporting cirthe preparation of the financial statements fxemal
purposes in accordance with generally accepteduatiog principles.

Because of its inherent limitations, internal cohtwver financial reporting may not necessarilyverg or
detect some misstatements. It can only provideoredde assurance regarding financial statementpgpn
and presentation. Also, projections of any evatmabf effectiveness for future periods are subjedhe risk
that controls may become inadequate because ofjehdn conditions or because the degree of congaian
with the polices or procedures may deteriorate tiues.

Management assessed the effectiveness of its @teontrol over financial reporting for the yearded
December 31, 2007. The assessment was based enacestablished in the framework “Internal Corgret
Integrated Framework” issued by the Committee afr8pring Organizations of the Treadway Commission
(COSO0). Based on the assessment, SQM managemertohealsided that as of December 31, 2007, the
Company’s internal control over financial reportings effective.
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(c) Attestation Report of the Registered Public Aoating Firm

Ernst & Young Ltda., the independent registeredlipudiccounting firm that has audited our Consokdiat
Financial Statements, has also issued an attastagjmrt on the Company’s internal control ovemafioial
reporting as of December 31, 2007. This attestateport appears on pages F-2 and F-3 under Item 18
Financial Statements.

(d) Changes in internal control

There were no changes in the Company’s interndrabaver financial reporting that occurred durig@07
that have materially affected, or are reasonakbfylito materially affect, the Company’s internahtrol over
financial reporting.

ITEM 16. [Reserved]

ITEM 16A. AUDIT COMMITTEE FINANCIAL EXPERT
On June 17, 2008, the Board of Directors determithed the Company does not have an audit committee
financial expert within the meaning of the regudas adopted under Sarbanes-Oxley Act of 2002.

Pursuant to Chilean regulations, the Company hB#rectors' Committee whose main duties are sintiar
those of an audit committee. Each of the memberth®fDirectors’ Committee is a member of the audit
committee. See 6.C. Board Practices.

Our Board believes that the members of the Dirgstt@ommittee have the necessary expertise andierper
to perform the functions of the Directors' Comnatfrsuant to Chilean regulations.

ITEM 16B. CODE OF ETHICS

We have adopted a Code of Business Conduct théieapp the Chief Executive Officer, the Chief Hiwl
Officer and the Internal Auditor, as well as, td alir officers and employees. Our Code adherethd¢o
definition set forth in Item 16B of Form 20-F undbe Exchange Act.

No waivers have been granted therefrom to theaficnentioned above.

The full text of the code is available on our wébsithttp://www.sgm.comin the Investor Relations section
under “Corporate Governance Framework”.

Amendments to, or waivers from one or more prowisiof the code will be disclosed on our website.
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ITEM 16C. PRINCIPAL ACCOUNTANT FEES AND SERVICES

The table sets forth the amount of fees billedefach of the last two fiscal years by our indepenhdeditors,
Ernst & Young, in relation to audit services, augiated services, tax and other services provideas (in
thousands of U.S. dollars).

Year ended December 31,

2007 2006
Audit fees 1,061.6 859.5
Audit-related fees 41.2 -
Tax fees 78.1 202.5
Other fees 114.3 84.00
Total fees 1,295.1 1,146.0

Audit fees in the above table are the aggregate bédked by Ernst & Young in connection with thedéuof
our annual Consolidated Financial Statements, dsawéhe review of other statutory filings.

Audit-related fees in the above table are feegdilly Ernst & Young for assurance and related sesvihat
are reasonably related to the performance of tlit aun review of our financial statements and ac¢ n
reported under "Audit Fees."

Tax fees in the above table are fees billed by t=&ngoung for tax advice and tax planning services.

Directors' Committee Pre-Approval Policies and Proedures
Chilean law states that public companies are stibjetpre-approval” requirements under which alfliaand

non-audit services provided by the independenttaudnust be pre-approved by the Directors’ Commaitte
Our Directors’ Committee approves all audit, audlted, tax and other services provided by Ern¥o&ing.

Any services provided by Ernst & Young that are syecifically included within the scope of the daudust
be pre-approved by the Directors’ Committee prioany engagement.

ITEM 16D. EXEMPTIONS FROM THE LISTING STANDARDS FOR AUDIT
COMMITTEES

Not applicable

ITEM 16E. PURCHASES OF EQUITY SECURITIES BY THE ISSUER AND
AFFILIATED PURCHASERS

Not applicable
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PART Il

ITEM 17. FINANCIAL STATEMENTS
Not applicable

ITEM 18. FINANCIAL STATEMENTS

See Item 19(a) for a list of all financial statensdfiled as part of this Form 20-F annual report.

ITEM 19. EXHIBITS

(a) Index to Financial Statements

Report of IndependeiRegistered Public Accounting Firm on the interraitcol over
financial reporting as of December 31, 2007..........uuuuuruiiiiieeeeeeeeeeeeeeeeeeeeeeee e F-2

Consolidated Financial Statements:

Audited Consolidated Balance Sheets as of DeceBhe2007 and 2006................... F-4
Audited Consolidated Statements of Income for eddhe three years in the period
ended December 31, 2007, 2006 and 2005 ......cocouiiiiiiiiiiieeiee e F-6
Audited Consolidated Statements of Cash Flowsdohef the three years in the
period ended December 31, 2007, 2006 and 2008.........ccvverieeeimmmeeeeeeeesiiiiiiinnns F-7
Notes to the Audited Consolidated Financial Stat®#Be...........ccccooeeevvvviiiemeceeeeevnnnnnn. F-9

Supplementary Schedules*

*All other schedules have been omitted becausg #ve not applicable or the required informationsi®wn in the
consolidated financial statements or notes thereto.

(b) Exhibits

Exhibit

No. Exhibit

1.1 By-laws (Estatutos) of the Company**

8.1 Significant subsidiaries of the Company
12.1 Section 302 Chief Executive Officer Certifioat
12.2 Section 302 Chief Financial Officer Certifiost
13.1 Section 906 Chief Executive Officer Certifioat
13.2 Section 906 Chief Financial Officer Certificat

** Incorporated by reference to the Company’s AnriReport on Form 20-F for the year ended DecemiePB04 filed with the
Securities and Exchange Commission on June 30, 2005.
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SIGNATURES

The registrant hereby certifies that it meets fithe requirements for filing on Form 20-F and thdtas duly
caused and authorized the undersigned to sigatimgal report on its behalf.

SOCIEDAD QUIMICA'Y MINERA DE CHILE S.A.

(CHEMICAL AND MINING COMPANY OF CHILE INC.)

/s/ Ricardo Ramos

Ricardo Ramos R.
Chief Financial Officer and
Business Development Senior Vice President

Date: June 27, 2008
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Consolidated Financial Statements

SOCIEDAD QUIMICA Y MINERA DE CHILE S.A. AND SUBSIDI ARIES

As of December 31, 2007 and 2006
and for each of the three years in the period e mber 31, 2007

Contents

Report of Independent Registered Public ACCOUMBIMM ...........coovvvrieeeereieii e e F-1
Report of Independent Registered Public Accourfiingn on the internal control over financial
reporting as of December 31, 2007 .........ooueiemmeiii s e e e e e e e e e e aaa ] F-2

Consolidated Financial Statements:
Audited Consolidated Balance Sheets as of DeceBHhe2007 and 2006...........ccccvvvevnrien s vommmmmeneeensens F-4
Audited Consolidated Statements of Income for eddhe three years in the period ended

(D LCToT=T 0] o e 3 2 00 F-6
Audited Consolidated Statements of Cash Flowsdchef the three years in the period ended

(B L=ToT=T 0] oL e H 2 00 PR F-7
Notes to the Audited Consolidated Financial STatEBIE..............uuuiieiiiiiiiiiiieieeee e e e F-9

Uss$ - United States dollars

ThUS$ - Thousands of United States dollars

Chs - Chilean pesos

ThCh$ - Thousands of Chilean pesos

ThEuro - Thousands of Euros

UF - orUnidad de Fomentdlhe UF is an inflation-indexed, Chilean peso-dematéd
monetary unit. The UF rate is set daily in advamhesed on the change in the
Consumer Price Index of the previous month.
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Report of Independent Registered Public Accountindrirm

To the Board of Directors and Shareholders of
Sociedad Quimica y Minera de Chile S.A.:

We have audited the accompanying consolidated balaheets of Sociedad Quimica y Minera de Chile
S.A. and subsidiaries (“the Company”) as of Decan@de 2007 and 2006, and the related consolidated
statements of income and cash flows for each othtexe years in the period ended December 31, 2007.
These financial statements are the responsibifith@ Company’s management. Our responsibilitiois
express an opinion on these financial statemerstsdoan our audits.

We conducted our audits in accordance with thedstats of the Public Company Accounting Oversight
Board (United States). Those standards requirevileaplan and perform the audit to obtain reasonable
assurance about whether the financial statemeeatéer of material misstatement. An audit alsoudek
examining, on a test basis, evidence supportingatheunts and disclosures in the financial statespent
assessing the accounting principles used and wignifestimates made by management, and evaluhtng
overall financial statement presentation. We beli¢tvat our audits provide a reasonable basis for ou
opinion.

In our opinion, the financial statements referredabove present fairly, in all material respects t
consolidated financial position of Sociedad Quimiddinera de Chile S.A. and subsidiaries at Decambe
31, 2007 and 2006, and the results of their opmratand their cash flows for each of the threes/gathe
period ended December 31, 2007 in conformity withoainting principles generally accepted in Chile,
which differ in certain respects from accountingnpiples generally accepted in the United States of
America (see Note 29 to the consolidated finarst@tements).

We also have audited, in accordance with the stdsdaf the Public Company Accounting Oversight
Board (United States), the Company'’s internal adrawer financial reporting as of December 31, 2007
based on the criteria established in Internal @iirtegrated Framework issued by the Committee of
Sponsoring Organizations of the Treadway Commisaiuth our report dated February 25, 2008, except
for internal control over financial reporting raddtto Notes 28 and 29 of the 2007 consolidatedhiad
statements as to which the date is June 20, 2@p&ssed an unqualified opinion thereon.

ERNST & YOUNG LTDA.
M#MZI&.

Santiago, Chile
February 25, 2008
(Except for Notes 28 and 29 for which the dateuiseJ20, 2008)
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Report of Independent Registered Public Accountindrirm

To the Board of Directors and Shareholders of
Sociedad Quimica y Minera de Chile S.A.:

We have audited Sociedad Quimica y Minera de Chife’s internal control over financial reporting as
of December 31, 2007, based on criteria establighéuternal Control—Integrated Framework issued by
the Committee of Sponsoring Organizations of theadivay Commission (the COSO criteria). Sociedad
Quimica y Minera de Chile S.A.’'s management is oasjble for maintaining effective internal control
over financial reporting, and for its assessmenthef effectiveness of internal control over finahci
reporting included in the accompanying Managemehtisual Report on Internal Control Over Financial
Reporting. Our responsibility is to express an mpinon the company’s internal control over finamhcia
reporting based on our audit.

We conducted our audit in accordance with the stadsdof the Public Company Accounting Oversight
Board (United States). Those standards requireviieaplan and perform the audit to obtain reasonable
assurance about whether effective internal comivel financial reporting was maintained in all rmite
respects. Our audit included obtaining an undedatgnof internal control over financial reporting,
assessing the risk that a material weakness exisiting and evaluating the design and operating
effectiveness of internal control based on the sssskrisk, and performing such other procedureseas
considered necessary in the circumstances. Wevbdiimt our audit provides a reasonable basisudor o
opinion.

A company’s internal control over financial repngiis a process designed to provide reasonable
assurance regarding the reliability of financigbading and the preparation of financial statemdaots
external purposes in accordance with generally piedeaccounting principles. A company’s internal
control over financial reporting includes thoseigies and procedures that (1) pertain to the maartee

of records that, in reasonable detail, accurataty fairly reflect the transactions and dispositiafighe
assets of the company; (2) provide reasonable @sseirthat transactions are recorded as necessary to
permit preparation of financial statements in adaoce with generally accepted accounting princjples
and that receipts and expenditures of the compenpeing made only in accordance with authorization
of management and directors of the company; angr8)ide reasonable assurance regarding prevention
or timely detection of unauthorized acquisitione usr disposition of the company’s assets thatcchakve

a material effect on the financial statements.

Because of its inherent limitations, internal cohwver financial reporting may not prevent or déte
misstatements. Also, projections of any evaluatibeffectiveness to future periods are subjecth#orisk
that controls may become inadequate because ofjelan conditions, or that the degree of compliance
with the policies or procedures may deteriorate.
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In our opinion, Sociedad Quimica y Minera de CI8l&. maintained, in all material respects, effestiv
internal control over financial reporting as of Batber 31, 2007, based the COSO criteria.

We also have audited, in accordance with the stadsdaf the Public Company Accounting Oversight
Board (United States), the consolidated balancetsha Sociedad Quimica y Minera de Chile S.A. and
subsidiaries as of December 31, 2007 and 2006 tlendelated consolidated statements of income and
cash flows for each of the three years in the pednded December 31, 2007 and our report dated
February 25, 2008, except as to Notes 28 and 28 agich the date is June 20, 2008 expressed an
unqualified opinion thereon.

ERNST & YOUNG LTDA.
émwt-fm-lm.

Santiago, Chile

February 25, 2008

(Except for internal control over financial repagirelated to Notes 28 and 29 of the 2007 condelitia
financial statements as to which the date is JOn@@08)
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Sociedad Quimica y Minera de Chile S.A. and Subsidiies
Audited Consolidated Balance Sheets
(Expressed in thousands of US dollars, except asittd)

As of December 31,

ASSETS Note 2007 2006
ThUS$ ThUS$

Current assets

Cash and cash equivalents.............cccoveeuucmeeeevevvinnnnnn, 164,212 183,943
Trade accounts receivable, Net ............coereeeeevneennn 4 224,444 177,406
Other accounts receivable, Net ...........oiiceemeeeeieeevvnnnnnn, 4 6,249 4,857
Accounts receivable from related companies................ 5 61,042 65,640
INVENTONES, NEL...coiiiiii i 6 387,768 365,499
Recoverable taXes......cooocivie i 31,322 32,830
Prepaid eXPENSES ........uuuiiiiiiiiiiiieees e e 4,197 3,885
Other current assetS.......ooovoviiiiiiiciieeeeeee s 24,720 11,815
Total current assets .......ooovvvevecieiicrrrrre e 903,954 845,875
Property, plant and equipment, net..............ccoccoeeiiiieenenn. 7 983,449 916,928

Other Assets
Investments in related cOompanies ... eeeeeeinnns 8 23,935 18,329
GoOodWIll, NEL...cuvei e 9 34,236 36,331
Negative goodwill, Net...........ccoovviiiiimrmm e 9 (1,291) (1,928)
Intangible assets, Net............ouvvviiieemeeeein e, 3,814 4,523
Long-term accounts receivable, net ........cccccceeeeieeiins 4 604 388
Long-term accounts receivable from related comganie 5 2,000 2,000
Other [ong-term assets.........coocccveriiveenen s 10 35,618 48,756
Total other asSetS......cooouviiiiiiiii e 08,916 108,399
Total ASSELS....uuueiiiiii ettt e e e e e e e aanes 1,986,319 1,871,202

The accompanying notes 1 to 29 form an integral gfathese consolidated financial statements.

F-4



Sociedad Quimica y Minera de Chile S.A. and Subsidiies
Audited Consolidated Balance Sheets
(Expressed in thousands of US dollars, except asittd)

As of December 31,

LIABILITIES AND SHAREHOLDERS' EQUITY Note 2007 2006
ThUS$ ThUS$
Current liabilities
Short-term bank debt...........coooevviiiii e e 11 1,806 58,350
Current portion of long-term bank deht...................... 11 801 828
Current portion of bonds payable............cowmeeieicee. 12 8,868 5,540
Dividends payable ..........ccccooeiiiiiiii oo 531 264
Accounts payable ... 99,030 80,810
Notes and accounts payable to related companies... 5 6,880 5,807
Accrued lIabilities .......ooovevveiiiiiiev e 13 22,314 16,404
WIithholdiNgS ...evveeiiiii e 22,931 11,386
INCOME tAXES...ciii i e 9,514 8,722
Deferred INCOME .......ccoevviieiiieiie e 10,858 4,065
Deferred iINCOME taXeS ......cccvvveiieiiiviimmmerenieeeeevineeeens 14 6,214 4,088
Other current liabilitieS..........ceeveiiiiiceeee e, 2,675 1,378
Total current liabilitieS.........coooovveiiivtin e 192,422 197,642

Long-term liabilities

Long-term bank debt.............ccooiiiiiiiiii i, 11 180,000 180,000
Bonds payable .........cccoeee i 12 306,651 300,724
Deferred iINCOME taXeS........ccuveviiiiievrn v e eeennns 14 55,409 47,361
Long-term accrued liabilities.............ccoeeeeeeee v, 15 22,671 19,464
Other long-term liabilities ..............oovvvmmmmm e eevcieeeeeeen, 731 849
Total long-term liabilities ...........evvevivieeeciiieeeeeeeen, 565,462 548,398
Lo 1Y 1 (=T (=) RS 16 45,999 39,213
Commitments and contingencies...........ccccvvvvviriieieennnnns 23 - -

Shareholders' equity

Paid-in capital...........occveiiiiiiiiieemee e 17 477,386 477,386
Other FESEIVES.....cce e e e v e e 17 163,442 155,190
Retained earnings ...........ooooiiiiiie e oo 17 541,608 453,373
Total Shareholders' equity ............ceeevviecccccceeeeennn. 1,182,436 1,085,949
Total Liabilities and Shareholders' equity.......... 1,986,319 1,871,202

The accompanying notes 1 to 29 form an integrdl gfahese consolidated financial statements.



Sociedad Quimica y Minera de Chile S.A. and Subsidiies
Audited Consolidated Statements of Income
(Expressed in thousands of US dollars, except asittd)

For the years ended December 31,

Note 2007 2006 2005
ThUS$ ThUS$ ThUS$
Operating income
SAIES .. 1,187,527 1,042,886 895,970
Costofsales ..o (857,765) (753,336) (652,901)
GrOSS MAIGIN ..evvvvereeee it e cmmr e e e e etvreaeae s 329,762 289,550 243,069
Selling and administrative expenses................ (70,273) (69,662) (61,878)
Operating iNCOME .......cccoeiiiiiiiiiiiciceeeeee e, 259,489 219,888 181,191
Non-operating income and expense
Non-operating iINCOME............uueeeieieeieiiieeeneeeeeenn, 19 25,948 19,293 16,433
Non-operating EXPENSES .......ccccuvvvrvvrrreeeemmmmeeness 19 (53,032) (55,341) (50,755)
Non-operating [0SS ......ccccoeeeeeiiiiiiiicee e, (27,084) (36,048) (34,322)
Income before income taxes, minority interest and
amortization of negative goodwill........................ 232,405 183,840 146,869
INnCoOMe tax eXPENSE ......cccevvevii e 14 (48,592) (37,916) (32,527)
Income before minority interest and amortization
of negative goodwill............ccccciiiiiiiienn i, 183,813 145,924 114,342
Minority interest...........ooovvviiies s e, 16 (3,792) (4,715) (1,039)
Income before amortization of negative goodwill... 180,021 141,209 113,303
Amortization of negative goodwill..................... 9 - 68 203
Net income for the year..............ccceccvvvvvvvnnen. 180,021 141,277 113,506

The accompanying notes 1 to 29 form an integral gfathese consolidated financial statements.
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Sociedad Quimica y Minera de Chile S.A. and Subsidiies
Audited Consolidated Statements of Cash Flows
(Expressed in thousands of US dollars, except asttd)

For the years ended December 31

Note _OQ7 2006 2005
ThUS$ ThUS$ ThUS$
Cash flows from operating activities
L= AT (1011 4 [T RT 180,021 141,277 113,506
Charges (credits) to income not representing caslofvs:
Depreciation EXPENSE ......ccovviueiiiieiee e meeeee et et 7 97,826 90,354 70,054
Amortization of intangible assets.........ccceeeciiiii e 712 915 498
Write-0ffs and ACCrUAIS ..........oiieeee e e 34,063 16,512 17,034
Equity participation in net income of unconsolidghievestees ............. (3,643) (2,314) (3,073)
Equity participation in net losses of unconsolidatevestees ............... 77 362 477
Amortization of gOOdWIll..............ooiiiiiie e 9 2,252 2,229 2,070
Amortization of negative goOAWIll .............cemeueeeeeriiiieeniiee e 9 - (68) (203)
Loss (gain) on sales Of 8SSEtS .......c.uuvicceccciieeeeeeeee e 87 (809) 216
Gains on sale of INVESIMENT ...t (2,316) (732) -
Other credits to income not representing gash flaws....................... 22 (1,745) (2,762) (10,109)
Other charges to income not representing cash flows..................... 22 108,075 82,333 87,689
Foreign currency exchange and price-level restatemet .................. (2,212) 2,263 3,804
Net changes in operating assets and liabilities:
ACCOUNLES TECEIVADIE .....eeiiiiieiiie et (25,830) (240) (15,838)
INVENTOTIES ...ttt ettt e e et e e s nnbaeeeas (34,983) (46,730) (58,807)
OtNEI ASSELS ...eiiiiii ittt ereeeee e e e e e (6,437) 7,917 (10,783)
ACCOUNES PAYADIE ....coiiiiiiiiiiiiie e (4,000) (23,359) (6,520)
INtEreSt PAYADIE .....eeeiiieeeeee e 582 2,968 349
Net income taxes Payable ... (23,541) (49,515) (25,620)
Other accounts payable ... (2,760) (10,840) (10,517)
VAT and taxes payable (9,726) 6,724 (3,282)
MINOTILY INTEIEST ..eiei ittt e e e e e e e e e e e s st ereeeeeeeennnnes 3,792 4,715 1,039
Net cash provided by operating activities..............cccovvveeeinneenn. 311,294 221,200 151,984
Cash flows from financing activities
Proceeds from bank [0anS ..........oooueiiiieeeeeeeee e - 259,257 185,000
Proceeds from issuance of bonds ..........cccovccveiiniiiiiii - 299,833 -
Payments of diVIdENdS ...........ooviiiiiiiimmmme e (94,910) (74,566) (51,732)
Repayment of bank loans (57,089) (406,282) (6,000)
Payment Of DONAS.........oooiiiiiiiie e (5,131) - -
Payment of expenses for the issuance and placashbahds.............. - (6,629) -
Net cash provided by (used in) finagaagtivities................c..... (157,130) 71,613 127,268
Cash flows from investing activities
Sales of property, plant and equIpmMeNt......ccccceeveeriiiieenniiee e, 2,498 10,289 2,546
Sales of investments in related companies........cccccvvvvvveeeiniiciiiieenn. 1,478 5,790 -
Other INVESEING INCOME .......cooiiiiiiiie e 399 500 1,345
Additions to property, plant and equipmMent.....cccc......cccvviieeeeeereennnns (165,640) (175,788) (185,603)
Capitalized INTErES ......coicuiiiiiiiiiie e (12,388) (10,948) (5,140)
Purchase of permanent investments, net of caglirad of ThUS$ 0,
ThUS$ 24,311, 836 and 242 respectively ... ieieenniienne. - (88,885) (12,026)
Other disSbUrSEMENLS ........uviiiiiiieiii e (513) (504) (668)
Net cash used in iNvesting acCtiViti©S............oocvvviiieeeeeeeiiiines (174,166) (259,546) (199,546)
Effect of inflation on cash and cash equivalents...............ccccoovuinneeen. 271 2,720 1,497
Net change in cash and cash equivalents. ..., (19,731) 35,987 81,203
Beginning balance of cash and cash equivalentS.................ccccccce...... 183,943 147,956 66,753
Ending balance of cash and cash equivalents................cccccoeiinnnen. 2e) 164,212 183,943 147,956

The accompanying notes 1 to 29 form an integral gfaihese consolidated financial statements.



Sociedad Quimica y Minera de Chile S.A. and Subsidiies
Audited Consolidated Statements of Cash Flows
(Expressed in thousands of US dollars, except asttd)

For the years ended December 31

2007 2006 2005
ThUS$ ThUS$ ThUS$
Supplemental cash flow information:
INEEIEST PAIA ... e 33,441 37,884 20,315
INCOME tAXES PAI ... et e e 43,666 49,515 22,330
Capital [ease obligation............ccuvuviiieeeeeeiiiie e 315 274 204

The accompanying notes 1 to 29 form an integral gfathese consolidated financial statements.
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Sociedad Quimica y Minera de Chile S.A. and Subsidiies
Notes to the Audited Consolidated Financial Statenms
(Expressed in thousands of US dollars, except astd)

Note 1 — Company Background

Sociedad Quimica y Minera de Chile S.A. (the “Comya was registered with the Chilean
Superintendency of Securities and InsurarBpgrintendencia de Valores y SegwdSVS”) on March

18, 1983. The Company is regulated by the SVS disasdoy the United States Securities and Exchange
Commission (“SEC”) since issuing American Depositaeceipts (“ADRs”) in December 1995.

References herein to “Parent Company” are to Sadi€@uimica y Minera de Chile S.A. and references
herein to the “Company” or “SQM” are to SociedadiiQiga y Minera de Chile S.A. together with its
consolidated subsidiaries and the companies intwBiaciedad Quimica y Minera de Chile S.A. holds
significant equity interest.

The Company is an integrated producer and distiibot specialty fertilizers, iodine, lithium andhetr
industrial chemicals. The Company extracts nattgaburces and develops them into products, which it
then distributes to more than 100 countries.

Note 2 — Summary of Significant Accounting Policies
a) Basis for the preparation of the consolidated fiancial statements

The accompanying consolidated financial statemleat® been prepared in US dollars in accordance with
accounting principles generally accepted in Chileh{lean GAAP”) and the regulations of the SVS.
Certain accounting practices applied by the Comphay conform with Chilean GAAP do not conform
with accounting principles generally accepted i thnited States (“US GAAP”) or International Finaic
Reporting Standards (“IFRS").

The consolidated financial statements include teants of Sociedad Quimica y Minera de Chile S.A.
and all majority-owned subsidiaries (companies ihichw the Parent Company holds a controlling
participation, generally equal to direct or indirexvnership of more than 50%). All significant inte
company transactions and balances have been efadiimathe consolidation.

The preparation of financial statements in confeymaiith Chilean GAAP requires management to make
estimates and assumptions that affect the repaatedunts of assets and liabilities, disclosures of
contingent assets and liabilities as of the dateheffinancial statements and the reported amoohts
revenues and expenses during the reported peridalresults could differ from those estimates.
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Sociedad Quimica y Minera de Chile S.A. and Subsidiies
Notes to the Audited Consolidated Financial Statenms
(Expressed in thousands of US dollars, except astd)
Note 2 — Summary of Significant Accounting Policiegcontinued)

a) Basis for the preparation of the consolidated fiancial statements (continued)

The majority-owned subsidiaries of SQM S.A. as eEBmber 31, 2007, 2006 and 2005 are as follows:

Direct or indirect ownership

2007 2006 2005

Foreign subsidiaries: % % %
Nitrate Corp. of Chile Limited (United Kingdom)............ccccvvvvreeeeeennnn. 100.00 100.00 100.00
Soquimich SRL (Argentina) ........c.cuuvveeeesimmmemeeeeeesssiieeeeeeeeesncnvsmmmnenes 100.00 100.00 100.00
Nitratos Naturais do Chile Ltda. (Brazil) .....ccccccccoeevvviiiieeceeeeiiniinnen, 100.00 100.00 100.00
SQM Europe NV (BeIgiUM) .....uuiiiiiiiiiiiiiiieiiieiiiiieeeeessiieeee e e e 100.00 100.00 100.00
SQM North America Corp. (USA) ...cevivieiei e 100.00 100.00 100.00
North American Trading Company (USA).........cceeeeeeeeeiiiicmvereeeeeeiinns 100.00 100.00 100.00
SQM PEIU S.A. ettt 100.00 100.00 100.00
SQM Corporation NV (Dutch Antilles)...... 100.00 100.00 100.00
S.Q.l. Corporation NV (Dutch Antilles)............ 100.00 100.00 100.00
Soquimich European Holding BV (Holland) 100.00 100.00 100.00
PTM - SQM Ibérica S.A. (SPAIN) ....cceeeiiieiiimmmme e ectiee e e e e s esveeee e e e e enaeees - 100.00 100.00
SQMC Holding Corporation LLP (USA) .......cccoiceevvereeeian 100.00 100.00 100.00
SQM ECUAAOr S.A. ..o 100.00 100.00 100.00
Cape Fear Bulk LLC (USA) - 51.00 51.00
SQM Investment Corporation NV (Dutch Antilles) .........cccccvvvveeeericeas, 100.00 100.00 100.00
SQM Brasil Lta. ....ccooueiieiiiiieiiieee et 100.00 100.00 100.00
Royal Seed Trading Corporation AVV (Aruba) ...... 100.00 100.00 100.00
SQM JaPaN KK ..o 100.00 100.00 100.00
SQM Oceania PTY Limited (AuStralia)...........ceeeceeeevvermmeeereeeessnirennnns 100.00 100.00 100.00
SQM FranCe S.A. ...ttt eee e 100.00 100.00 100.00
RS Agro-Chemical Trading AVV (Aruba) ..........ceeeeveeeeiiiiiceniieeee s 100.00 100.00 100.00
SQM Comercial de México S.A. de C.V........ccuu..... 100.00 100.00 100.00
SQOM INAONESIA ...ttt et 80.00 80.00 80.00
SQM Virginia LLC (USA) ....eeiiiiiiiie ittt e 100.00 100.00 100.00
Agricolima S.A. de C.V. (MEXICO) .......ccereeiimmmiuiriiimeeeessiiiiieieeaessnnenes 100.00 100.00 100.00
SQM VENEZUEIA S.A. ... 100.00 100.00 100.00
SQM ltalia SRL (lItaly) 100.00 100.00 95.00
Comercial Caiman Internacional S.A. (Cayman Islands..................... 100.00 100.00 100.00
SQM Africa PTY (South AffiCa) .......ccooiuueeiieeeiiii e 100.00 100.00 100.00
Fertilizantes Olmeca y SQM S.A. de C.V. (MeXiCO)............... - - 100.00
Administracion y Servicios Santiago S.A. de C.Vefhto) 100.00 100.00 100.00
SQM Lithium Specialties LLC (USA).......ooiutimm e, 100.00 100.00 100.00
SQM Nitratos México S.A. de C.V. (MEXICO).....ccceerviervrerreennnieennnees 51.00 51.00 51.00
Fertilizantes Naturales S.A. (SPaIN).........ceeccmeeeriiimeeeeiniiiereeeesnnenes 66.67 66.67 50.00
lodine Minera B.V. (Holland)..........c....ccsceeum... 100.00 100.00 -
SQM Dubai — Fzco (United Arab Emirates) 100.00 100.00 100.00
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Sociedad Quimica y Minera de Chile S.A. and Subsidiies
Notes to the Audited Consolidated Financial Statenms
(Expressed in thousands of US dollars, except astd)

Note 2 — Summary of Significant Accounting Policiegcontinued)

a) Basis for the preparation of the consolidated fiancial statements (continued)
Direct or indirect ownership
2007 2006 2005

Domestic subsidiaries: % % %

Servicios Integrales de Transitos y TransferenBiés .............ccccvveeennn. 100.00 100.00 100.00
Soquimich Comercial S.A. .....coooiiiiiiiiiie e 60.64 60.64 60.64
Isapre Norte Grande Limitada...............oceeeemeeeeeeiiiiieinee e iiniieeee e 100.00 100.00 100.00
Almacenes y DepOisitos Limitada .............ueeceeceeeivivieeeeeesiiiiieieee e e ssieene 100.00 100.00 100.00
Ajay SQM Chile S.A. ..ot 51.00 51.00 51.00
SQM Nitratos S.A.....cccceeveeeninenns 99.99 99.99 99.99
Proinsa Limitada .............cccoevvuveen. 60.58 60.58 60.58
SOQM POtasio S.A. o —————————————— 100.00 100.00 100.00
SQMC International Limitada .........cccccevevvmmmmieeiiiieiieeeeeeeeeeeeeeeeeeeeeeeee, 60.64 60.64 60.64
SQM SAIAN S.A. . 100.00 100.00 100.00
SQM INAUSETAl S.A ..o 100.00 100.00 100.00
Minera Nueva ViCtoria S.A. .......oooiiiieiiieee it 100.00 100.00 -
Exploraciones MINeras S.A. .....c..cooiiiiiiiiieeiiiee e 100.00 100.00 -
Sociedad Prestadora de Servicios de Salud Crudated S.A................. 100.00 100.00 -
Comercial Hydro S.A. .ot 60.64 60.64 60.64

All significant inter-company balances, transactioand unrealized gains and losses arising from
transactions between these companies have bednatkh in consolidation.

b)  Period presented

These consolidated financial statements have besmamed as of December 31, 2007 and 2006 and for
each of the three years in the period ended Deaegih007.
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Sociedad Quimica y Minera de Chile S.A. and Subsidiies
Notes to the Audited Consolidated Financial Statenms
(Expressed in thousands of US dollars, except astd)

Note 2 - Summary of Significant Accounting Policiegcontinued)
c) Reporting currency and price-level restatement

The financial statements of the Company are prepareJS dollars since a significant portion of the
Company’s operations are transacted in that cuyrefbe US dollar is considered the currency of the
primary economic environment in which the Compapgrates.

Under Chilean GAAP, the Parent Company and tholsidiaries which maintain their accounting records
in US dollars are not required, or permitted, tetate the historical dollar amounts for the effests
inflation in Chile.

In accordance with Chilean GAAP the financial ste#ats of domestic subsidiaries that maintain their
accounting records in Chilean pesos have beerntedstareflect the effects of variations in theghasing
power of Chilean pesos during the year. For thipgse, and in accordance with Chilean regulatioos;
monetary assets and liabilities, equity and incatagéement accounts have been restated in termsaof y
end constant pesos based on the change in themenguice index during the year (7.4% and 2.1% in
2007 and 2006, respectively). The resulting netgdhar credit to income arises as a result of tia gr
loss in purchasing power from the holding of non-ti$lar denominated monetary assets and liabilities
exposed to the effects of inflation.

Index-linked assets and liabilities

Assets and liabilities that are denominated in xalifeked units of account are stated at the year\alues

of the respective units of account. The principalex-linked unit used in Chile is tiénidad de Fomento
(“UF™), which is adjusted daily to reflect the clg@s in Chile’s CPI. Values for the UF are as folBoyS

dollar per UF):

Uss$
December 31, 2005 ............. 35.07
December 31, 2006 ............. 34.44
December 31, 2007 ............. 39.49
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Sociedad Quimica y Minera de Chile S.A. and Subsidiies
Notes to the Audited Consolidated Financial Statenms
(Expressed in thousands of US dollars, except astd)

Note 2 - Summary of Significant Accounting Policiegcontinued)

d)

Foreign currency
i) Foreign currency transactions

Monetary assets and liabilities denominated inle2ini pesos and other currencies have been
translated to US dollars at the observed exchaaigs determined by the Central Bank of Chile as of
each year-end. The observed exchange rates ofaBhpesos were Ch$ 496.89 per US$1 at
December 31, 2007 and Ch$ 532.39 per US$1 at Demredih 2006.

i)  Translation of non-U.S. dollar financial statenents

In accordance with Chilean GAAP, the financial esta¢nts of foreign and domestic subsidiaries that
do not maintain their accounting records in US alfgllare translated from the respective local
currencies to U.S. dollars in accordance with TedirBulletin No. 64 and No. 72 of the Chilean
Association of Accountants (“BT 64 and BT 72") afidws:

. Domestic subsidiaries

For those subsidiaries and affiliates located imleCWwhich keep their accounting records in price-
level adjusted Chilean pesos:

- Balance sheet accounts are translated to US dallahe year-end exchange rate without
eliminating the effects of price-level restatemdiite assets and liabilities were translated
into US dollars at the exchange rates as of thpemtive balance sheet dates of Ch$
496.89 and Ch$ 532.39 per US$ 1 as of Decemhe&(87 and 2006, respectively.

- Income statement accounts are translated to U8rdalk the average exchange rate each
month. The monetary correction account on thenmestatement, which is generated by
the inclusion of price-level restatement on the -nmmetary assets and liabilities and
shareholders’ equity, is translated to US dollarsha average exchange rate for each
month.

- Translation gains and losses, as well as effectieoprice-level restatement are included

as an adjustment in shareholders’ equity, in conifigr with Circular No. 1697 of the
SVS.

F-13



Sociedad Quimica y Minera de Chile S.A. and Subsidiies
Notes to the Audited Consolidated Financial Statenms
(Expressed in thousands of US dollars, except astd)

Note 2 - Summary of Significant Accounting Policiegcontinued)

d)

Foreign currency (continued)

. Foreign subsidiaries

The financial statements of those foreign subsisathat keep their accounting records in currencie
other than the US dollar have been translated|kmsv

- Monetary assets and liabilities are translatedearsend exchange rates between the US
dollar and the local currency.

- All non-monetary assets and liabilities and shalddrs’ equity are translated at historical
exchange rates between the US dollar and the ¢tocedncy.

- Income and expense accounts, except for such ascihat are calculated using historical
rates (e.g. depreciation and amortization) arestedd at average exchange rates between
the US dollar and the local currency each month.

- Any exchange differences are included in the resafloperations for the period.

Foreign exchange differences for the years endszemDber 31, 2007, 2006 and 2005 generated net
gains (losses) of ThUSS$ 2,212, ThUS$ (2,263) andS$ (3,804) respectively, which have been
recorded in the consolidated statements of inconeach respective period.

The monetary assets and liabilities of foreign &libges were translated into US dollars at the
exchange rates per US dollar prevailing at Decer8bgeas follows:

As of December 31,

_2007 2006 2005

US$ USss$ Uss$
Brazilian Real...........ccooovveeeiiiiiiiiiienn. 1.77 2.14 2.34
New Peruvian Sol..........cccoevvviieeiiineennen. 2.99 3.19 3.43
Argenting PeS0 ..., 3.15 3.06 3.03
Japanese Yen ..o 114.15 119.11 118.07
[T (o T 0.87 0.76 0.85
MeXiCan PESO .......ccovvveevieiiiiiieeeeeevieeeee 10.90 10.88 10.71
Indonesian RUPEEe. ........ccccovcvvveveiiiieiccenne 9,830.04 9,830.04 9,290.00
Australian Dollar..........c..coeeviiiieiiiiimenns 1.15 1.27 1.36
Pound Sterling..........cooceciiiiiiiiiieeeeeeees 0.51 0.51 0.52
Ecuadorian SUCIe.........cooeeeveniiiieniis s 1.00 1.00 1.00
South African Rand..............cceeeeeiiiivienn.. 6.81 6.99 6.33

The Company uses the “observed exchange rate” hwithe rate determined daily by the Chilean
Central Bank based on the average exchange rawdsckt bankers conduct authorized transactions.
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Sociedad Quimica y Minera de Chile S.A. and Subsidiies
Notes to the Audited Consolidated Financial Statenms
(Expressed in thousands of US dollars, except astd)
Note 2 - Summary of Significant Accounting Policiegcontinued)

e) Cash and cash equivalents

The Company considers all highly liquid investmeniih a remaining maturity of less than 90 daysfas
the closing date of the financial statements todsh equivalents.

As of December 31,

2007 2006 2005
ThUS$ ThUuS$ ThUS$
CaSh e 18,236 20,915 13,273
TiMe dEPOSItS ..vvvvviiieee et ereemee e, 85,523 32,707 1,483
Mutual funds .....cceevveiiiie e 60,453 130,321 132,303
Repurchase agreements................vvveeeemmmmmms - - 897
TOtal e 164,212 183,943 147,956

f) Time deposits
Time deposits are recorded at cost plus accruedesitand UF indexation adjustments, as applicable.
g) Allowance for doubtful accounts

The Company records an allowance for doubtful aetubased on estimated probability of
unrecoverability of accounts receivable determioedhe basis of a case-by-case analysis of thatisins
of customers.

This allowance is presented as a deduction frond€li@ccounts receivable, Notes receivable and Other
accounts receivable.

h)  Inventories and materials
Inventories of finished products and work in pracase valued at average production cost. Raw rakster
and goods for resale acquired from third parties stated at average acquisition cost and matenials-

transit are valued at cost. These values do regezknet realizable values.

Inventories of non-critical spare parts and sugptiee classified as other current assets, excephdse
items for which the Company estimates a turnoveiogein excess of one year, which are classified as
other long-term assets.

Inventories are stated net of allowances for olisd@d unsaleable items determined based on tethnic
studies of inventory conditions and usefulness.
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Sociedad Quimica y Minera de Chile S.A. and Subsidiies
Notes to the Audited Consolidated Financial Statenms
(Expressed in thousands of US dollars, except astd)

Note 2 - Summary of Significant Accounting Policiegcontinued)
i) Income taxes and deferred income taxes

Current income tax provisions are recognized orb#dsas of respective enacted tax laws and regukiio
each jurisdiction where the Company operates.

The Company records deferred income taxes in aancedwith Technical Bulletin No. 60 (“BT 60”) and
complementary technical bulletins thereto issuethieyChilean Association of Accountants, and witf8S
Circulars No. 1466 and No. 1560, recognizing, uding liability method, the deferred tax effects of
temporary differences between the financial and valkies of assets and liabilities. As a transdlon
provision at the date of adoption of BT 60, a carsset or liability has been recorded offsettivegdffects

of the deferred tax assets and liabilities not réed prior to January 1, 2000. Such contra asdihility
must be amortized to income over the estimatedageereversal periods corresponding to the underlyin
temporary differences to which the deferred taxetass liability relates calculated using the tatesathat
will be in effect at the time of reversal.

Deferred tax assets are further reduced by a valuatlowance, if based on the weight of available
evidence it is more-likely-than-not that some portof the deferred tax assets will not be realized.

) Property, plant and equipment

Property, plant, equipment and property rightsramorded at acquisition cost, considering in gdnama
average residual value of 5%, except for certagetgsthat were restated in accordance with a teghni
appraisal in 1988. The depreciation of propertgnpand equipment has been calculated using @lstra
line method, based on the estimated useful liveth®fassets that for major classes of the propplant
and equipment are as follows:

Estimated

years of

useful life
Mining CoNCesSIONS.........cccovvcveereenns 7-13
Building and infrastructure.................. 3-80
Machinery and equipment.................. 3-35
Other ..o, 2-30
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Sociedad Quimica y Minera de Chile S.A. and Subsidiies
Notes to the Audited Consolidated Financial Statenms
(Expressed in thousands of US dollars, except astd)

Note 2 - Summary of Significant Accounting Policiegcontinued)
) Property, plant and equipment (continued)

Property, plant and equipment acquired throughfired lease agreements are accounted for at tisemre
value of the minimum lease payments plus the pgeloption based on the interest rate included ¢h ea
contract. The Company does not legally own theseta and therefore cannot freely dispose of them.

In conformity with Technical Bulletin No. 31 and 38 the Chilean Association of Accountants, the
Company capitalizes interest cost associated vigéhfinancing of new assets during the construction
period of such assets.

Maintenance costs of plant and equipment are ctdmexpenses as incurred.

The Company obtains property rights and mining essions from the Chilean state. The property sight
are usually obtained without initial cost (otheanhminor filing fees) and once obtained, are reiiby the
Company as long as the annual fees are paid. f8ashwhich are paid annually in March, are recorae
prepaid expenses and are amortized on a straightblasis over the following twelve months. Values
attributable to mining concessions acquired fromtigs other than the Chilean state are recorded in
property, plant and equipment.

k)  Investments in related companies

Investments in related companies over which the fizom has significant influence, are included ineoth
assets and are recorded using the equity methadaooiunting, in accordance with SVS Circulars N8 36
and 1697 and Technical Bulletins No. 64 and 72edshy the Chilean Association of Accountants.
Accordingly, the Company’s proportional equity sham the net income or net loss of each investee is
recognized in non-operating income and expensé#seirtonsolidated statements of income on an accrual
basis, after eliminating any unrealized profitsvirtransactions with related companies.

The translation adjustment resulting from conversiof investments in domestic subsidiaries thahtaai
their accounting records and are controlled in &l pesos to US dollars is recognized in othervese
within shareholders’ equity (other comprehensiveoine). Direct and indirect investments in foreign
subsidiaries or affiliates are controlled in USlad.

Investments in which the Company has less than ga@ticipation, and the capacity to exert significan

influence over the investment, because SQM hasiagoba member of its Board of Directors, have been
valued using the equity method.
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Sociedad Quimica y Minera de Chile S.A. and Subsidiies
Notes to the Audited Consolidated Financial Statenms
(Expressed in thousands of US dollars, except astd)

Note 2 - Summary of Significant Accounting Policiegcontinued)
) Goodwill and negative goodwiill

Until December 31, 2003, goodwill was calculatedtlas excess of the purchase price of acquired
companies over book value of their net assets, e@dsenegative goodwill arose when the net assets
acquired exceeded the purchase price. Beginningadari, 2004, the Company adopted Technical Balleti
No. 72 of the Chilean Association of Accountantattthanged the basis for accounting for goodwitl an
negative goodwill, introducing the fair value oktlacquired net assets as the basis to be compdtted w
purchase price in a business combination in odetermine goodwill or negative goodwill.

Goodwill and negative goodwill resulting from acsjtions of equity method investments are controifed
the same currency in which the investment to witicklates is measured.

Both goodwill and negative goodwill are amortizeaséd on the estimated period of investment return,
which is generally 20 and 10 years for goodwill arejative goodwill, respectively. Negative goodwill
recognized on the acquisition of Minera Nueva Migt@®.A. relates to the mining concessions heldhisy
company. This negative goodwill will be amortizedthe same period as the underlying concessions onc
the Company starts to extract minerals from theevlirNueva Victoria’s deposits.

m) Intangible assets

Intangible assets are stated at cost plus acquisitkpenses and are amortized over a maximum pefiod
40 years, in accordance with Technical Bulletin B .of the Chilean Association of Accountants.

n)  Mining development cost

Mine exploration costs and stripping costs to namtproduction of mineral resources extracted from
operating mines are considered variable produaasts and are included in the cost of inventorydpoed
during the period. Mine development costs at newesii and major development costs at operating mines
outside existing areas under extraction that apeebed to benefit future production are capitalipeder
Other long-term assets and amortized using a ofipgeduction method over the associated proven and
probable reserves estimations. The Company deteamis proven and probable reserves based omgdrilli
brine sampling and geo-statistic reservoir modeilingrder to estimate mineral volumes and compmsiti

All other mine exploration costs, including expenselated to low grade mineral resources rendetieg
reserves not economically exploitable, are chatgetie results of operations in the period in whiohy are
incurred.

0)  Staff severance indemnities

The Company calculates the liability for staff s@wree indemnities based on the present value aidbried

benefits for the actual years of service based @mrage employee tenure of 24 years and a real Annua
discount rate of 8%.
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Sociedad Quimica y Minera de Chile S.A. and Subsidiies
Notes to the Audited Consolidated Financial Statenms
(Expressed in thousands of US dollars, except astd)

Note 2 - Summary of Significant Accounting Policiegcontinued)

p) Vacations
The cost of employee vacations is recognized idittacial statements on an accrual basis.
q) Reverse repurchase agreements

These operations are registered in Other currestsast the amount of the purchase. Interest tgrezed
on an accrual basis in accordance with SVS Cirdutar768.

r) Dividends

Dividends are generally declared in US dollarsdratpaid in Chilean pesos.

S) Derivative Contracts

The Company maintains derivative contracts to hedgenst movements in foreign currencies, which are
recorded in conformity with Technical Bulletin N7 of the Chilean Association of Accountants. Such
contracts are generally recorded at fair value withgain or losses recognized in results.

t) Revenue recognition

Revenue is recognized on the date goods are pHysitivered or when they are considered delivered
according to the terms of the contract.

u)  Computer software

Cost related to computational systems developeagtriatly using the Company’s personnel and mateaigds
charged to income during the year in which the agpe are incurred. In accordance with Circular 981
issued by the SVS, computer systems acquired bZtmapany are recorded at cost and amortized oear th
estimated useful lives.

v)  Research and development expenses

Research and development costs are charged todbeé statement in the period in which they ararime.
Property, plant and equipment that are acquirediderin research and development activities arefméted
to provide additional benefits to the Company aarded in property, plant and equipment.

w)  Bonds payable

Bonds are stated at the principal amount pluseéstesccrued. The difference between the carryahgevand

the placement value is capitalized and amortizeer dlie period up to maturity of the bonds. Expenses
incurred in the issuance and placement of the basdeell as discounts and premiums are deferred and
amortized using the straight-line method over teeaga of the bond. The deferred expenses are fikb$o
Other long-term assets, while a portion to be awwdtwithin one year is presented within Other eotr
assets. The amortization charge is presentedereisitexpense.
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Notes to the Audited Consolidated Financial Statenms

(Expressed in thousands of US dollars, except astd)
Note 2 - Summary of Significant Accounting Policiegcontinued)
X) Provisions for mine closure costs
The Company recognizes provisions to cover cosscisted with closure of mining facilities and mition
of environmental damage according to the best asitim of the required expenses. The amount detedni
is presented under Accrued expenses in Long-texilities.
y) Deferred income

Deferred income relates to the recognition of doented sales, the delivery of which occurs subseaquen
the balance sheet date.

z) Employee Benefits

Employee benefits - other than staff severancenmmities - that are set forth under specific contraare
recognized in the financial statements on an atbasis.

Note 3 - Changes in Accounting Estimates

During the period ended December 31, 2007, there we changes in the application of generally azep

accounting principles in Chile compared to the pyiear that could significantly affect the interfation of
these consolidated financial statements.
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(Expressed in thousands of US dollars, except astd)

Note 4 - Short-Term and Long-Term Accounts Receivdb

a) Short-term and long-term accounts receivable ahdratccounts receivable as of December 31 are

detailed as follows:

Between 90 days

Total

Up to 90 days And 1 year Short-term (net)
2007 2006 2007 2006 2007 2006
ThUS$ ThuUuS$ ThUS$ Thuss$ ThUS$  ThUS$
Short-term receivables
Trade accounts receivable 118,229 95,111 52,444 1,748 170,673 136,854
Allowance for doubtful accounts (6,203) (7,419)
Notes receivable 43,784 50,859 19,459 354 63,243 51,213
Allowance for doubtful accounts (3,269) (3,242)
Total trade accounts receivable
and notes receivable, net 224,444 177,406
Other accounts receivable 7,355 5,582 71 407 7,426 5,989
Allowance for doubtful accounts (2,277) (1,132)
Other accounts receivable, net 6,249 4,857
Long-term receivables 604 388

b) Changes in the allowance for doubtful accountgHeryears ended December 31 are as follows:

2007 2006 2005
ThUS$ ThUS$ ThUS$

AtJanuary 1, ....ccoooiiieiiniieee e 11,793 11,912 10,891
Charged to eXpenses ..........cccccvvveveeveamnnn. 466 1,598 1,741
Deductions (release).........cccccovcuvveresvmmmn (2,235) (542) (1,097)
Exchange rate differences................c..ce... 512 a7 377
Business disposals and other...................... 113 (998) -
At December 31, ........ccooeveiiiiiieiiieen, 10,649 11,793 11,912
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Note 4 - Short-Term and Long-Term Accounts Receivdb (continued)

¢) Consolidated short-term and long-term receivabjegdmgraphic location of customer are as follows:

Africa and Middle Asia and North America, Mexico Latin America
Chile East Oceania and Other and Canada and the Caribbean Total
2007 2006 2007 2006 2007 2006 2007 2006 2007 2006 2007 2006
ThUS$  ThUS$ ThUS$ ThUS$ ThUS$ ThUS$ Thus$ Thus$ ThUS$ ThUS$ ThuS$ Thuss$
Net short-term trade accounts receivable
Balance 60,999 42,375 50,389 43,402 9,352 4,575 28,134 3p8,7 15,596 10,353 164,470 129,435
% of total 37.08% 32.74% 30.64% 33.53% 5.69% 3.53% 17.11% 022.2 9.48% 8.00% 100.00% 100.00%
Net short-term notes receivable
Balance 53,713 41,270 429 2,093 490 340 392 994 4,950 3,274 59,974 47,971
% of total 89.56% 86.03% 0.72% 4.36% 0.82% 0.71% 0.65% 2.08% .25% 6.82% 100.00% 100.00%
Net short-term other accounts receivable
Balance 3,376 2,815 1,609 585 159 9 457 1,277 648 171 49,2 4,857
% of total 54.03% 57.96% 25.75% 12.04% 2.54% 0.19% 7.31% 26.29 10.37% 3.52% 100.00% 100.00%
Subtotal short-term accounts receivable, net
Balance 118,088 86,460 52,427 46,080 10,001 4,924 28,983 ,0031 21,194 13,798 230,693 182,263
% of total 51.18% 47.44% 22.73% 25.28% 4.34% 2.70% 12.56% 1%4.0 9.19% 7.57% 100.00% 100.00%
Long-term accounts receivable, net
Balance 604 368 - - - - - - - 20 604 388
% of total 100.00% 94.85% - - - - - - - 5.15% 100.00% 100.00%
Total short and long-term accounts receivable, net
Balance 118,692 86,828 52,427 46,080 10,001 4,924 28,983 ,0031 21,194 13,818 231,297 182,651
% of total 51.31% 47.54% 22.67% 25.23% 4.32% 2.70% 12.54% 66.9 9.16% 7.57% 100.00% 100.00%
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(Expressed in thousands of US dollars, except asattd)

Note 5 - Balances and Transactions with Related P@es

Accounts receivable from and payable to relatedpamies are stated in US dollars and accrue ncestter

Transactions are made under terms and conditicatsatte similar to those offered to unrelated third
parties.

a) Amounts included in balances with related parig of December 31, 2007 and 2006 are as follows:
Short-term Long-term
200; 200¢ 200; 200¢
ThUS% ThUS$ Thus$ ThUS$

Accounts receivabl
DOKLOr TarS.....cooieiiiiiiieeeeeeecee e 4,34¢ 8,44¢ - -
Nutrisi Holding N.V. ..., 1,80( 1,60: - -
Ajay Europe S AR.L...ccccoooiiiiiii. 6,83¢ 8,617 - -
Ajay North America LLC.......oovvvvvvereeeenininnnnn. 2,70¢ 3,271 - -
Abu Dhabi Fertilizer Ind. WL .......coeeveeeiiennnnn, 3,622 3,73: 2,00( 2,00(
Impronta SRI.......cccooeiiiiiiii e, - 1,09¢ - -
NU3 BVttt 72C 413 - -
Sales de Magnesio Ltd.............cccevvvvvvvvnnnenn. 104 86 - -
SQM AQro INdie.....evvveeeeieieeeeeiiiie e, 364 11¢ - -
Misr Specialty Fertilizel................coooovvvvennnn.n. 61€ 462 - -
Sociedad de Inversiones Pampa Calichera.. 8 8 - -
Inversiones PCS Chile S..............oeoeeeevinn 17 - - -
KOWa (JAPAT ... .ciiiiieeiieieeeeeeeeeeeicciecee e, 14,46¢ 8,60¢ - -
SQM East Med TUrKE............cooeevivirineeennnnne, 16C - - -
PCS SalesS Ir ..o, - 10 - -
L= N = - 2 - -
Yara Benelux B.) ..........cccovviviivviiiiiiie e 71t 78 - -
Yara Hellas S.A....cooooiiiieee e, 22¢ 31C - -
Yara International Australia PT..........cccccue.. 53¢ 64z - -
Yara Poland Sp. Z 0 ....cevvvvvvvviiiiiiiie e, - 85 - -
Yara UK Ltd .....ovvvvvieeiiieiiiiiiiccce e, 15¢ 28t - -
Yara CZECH Republ..........ccoovviiiiiece, - 2 - -
Yara GMBH & COKC........oooovvviiiiiiieeeecine, 102 95 - -
YaraNorge AS......oioeeiiiiiii e, 35 - - -
Yara Iberian S.f...cocvcveeiiiiiiiiiee e, 2,351 1,317 - -
Yara Argentina S.A...ceeeeiiiiiiieeeeeeen. 89z 12t - -
Yara Colombia Ltdi........ccceveeeeeiiiiiiiiinniinnns 101 2,93¢
AduboS Trevo S.A. (Yarl....oooooovveviieieeiiiiiinnns 252 252 - -
Yara North America LL(..............ooevvvvvvvnnnnnenn. 3,27¢ 6,331 - -
Yara Fertilizantes Ltda (Bras.............cccuueeee. - 71t - -
Yara France BU Latin AmMerii......cccceeeeeeennnn.. 2,14¢ 1,79¢ - -
Yara France BU AffiC.......ccveeiiiiiiiieeeecien, 2,37 1,03( - -
Yara FranCe S./...uucciiiiniiniiieeeeecceccnnnn e 594 - - -
Yara S.A. PTY LTD SudafriC.......coceeeeeeeeeennnn, 4,967 - - -
Yara Western Cape Sudaft...........cccceeeeee. 1,77: - - -
Yara Internacional AS ..........ccccoceveveieeeeneeeenn. - 7,88¢ - -
Yara International Asia Trade Pte ................ 22% 1,227 - -
Yara International Asia Trade Pte ................ 2,58¢ - - -
Yara East Africa Limite...............covvvivivinnnnnnn. 47¢ 504 - -
Yara ltalia SPi........vvvviiviiiiiiiii e, 1,20¢ - - -
Yara Fertilizers (New Zealar ..............c......... 124 157 - -
Yara México S A.de C.\....oociiiiiiiiiiceeeee, 16S 3,36t - -
Yara Phosyn LtC........ccvvvvviviiiiiiiiiiineeeeenveniinns - 38 - -

B 1o ] - | SRR 61,042 65,640 2,000 2,000
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Note 5 - Balances and Transactions with Related Pies (continued)
a) Amounts included in balances with related parig of December 31, 2007 and 2006, continued:

Short-term
2007 200¢
ThUuS$ ThUS$
Accounts payable

NUS NV et 1,87 847
Charlee SQM Thailand C............uuiiiiiiiiniiecciiiiin e 11C 182
SOM East Med TUIKE ........oovvviiiiiiiiiii e - 15
Yara International AS ........oooueeiiiiicee e 4,45¢ -
Yara AB e 4 -
Yara Fertilizantes Ltda. (Brazi.......ccccccceeeeeiieicviin i, 31 -
Yara BUSINESS SUPPC..cururriiriiiiiiiieeieeeeeeiiiiiiiisaeseeeeeeeeeeeeeesen, - 4,36:
Yara Nederland B.\........ooooiiiiiiieiiie e 40C 40C

LI ] - | RO UUURPRRROS 6,880 5,807

There were no outstanding long-term accounts payaiih related parties as of December 31, 2007 and
2006.
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Note 5 - Balances and Transactions with Related Pies (continued)

b) During the years ended December 31, 2007, 28662805 principal commercial transactions with
related parties were as follows (1):

Amount of Impact in income
Transaction (charge) credit
Company Relationship Type of Transaction 2007 2006 2005 2007 2006 2005
ThUS$ ThUS$ ThUS$ ThUuS$ ThuS$ ThUS$

NU3 NV, e Investee Sales of products 6,545,079 5,018 2,026 2,008 1,892
Doktor Tarsa Tarim Sanayi AS........... Investee Sales of products 7,578,868 14,977 2,159 2,409 3,872
Abu Dhabi Fertilizer WLL.................... Investee Sales of products 5,433,551 3,834 1,123 992 1,222

Financial income 117 - - 117 - -
Impronta SRL Investee Sales of products 4,887 4,471 - 1,566 1,613
Ajay Europe S.A.R.L....coooieviiiniiens Investee Sales of products 24,966,931 8,017 9,250 6,424 4,743

Financial income 10 - - 10 - -
NU3B B.V. i Investee Sales of products 9,023,212 6,035 2,791 2,488 2,846
Fertilizantes Naturales S.A................ Investee Sales of products - - 19,916 - - 6,663
Ajay North America LLC..............c..... Investee Sales of products 17,286,215 12,401 8,060 7,605 7,031
Yara ltalia SPA ......ccccooviiiiiiiiis Shareholder  Sales of products 4,153 - - 1,066 - -
Yara International Asia Trade Pte Ltd.Shareholder Sales of products 10,348,703 6,782 2,384 2,061 1,984
Yara France BU Africa..........ccccceeene Shareholder  Sales of products 5,637,826 8,748 1,483 661 2,640
Yara Benelux B.V ....ccccccvvvvieiiiiininnnn, Shareholder Sales of products 7,064,081 6,698 1,478 1,554 2,385
Yara AB Sweden ..........cccoceiiiiiimmnns Shareholder  Sales of products - - 808 - - 284
Yara International Australia Pty Ltd..Shareholder  Sales of products 2,653,688 2,853 742 787 999
Yara Iberian S.A. ...oooiiieieee e Shareholder  Sales of products 9,948,277 8,900 2,745 2,767 3,060
Yara Colombia Ltda. .. ..Shareholder  Sales of products 5,71@,285 5,004 1,836 1,982 1,543
Yara Poland SP.........cccoceiieiieieneens Shareholder  Sales of products 2,238,752 1,623 690 593 703
Yara GMBH & CO KG....oovvvvieeeeiieennns Shareholder  Sales of products 2,056,741 1,603 553 548 635
Yara France.......cccceveenvenieesmmemeseenne, Shareholder  Sales of products 8,400,246 7,622 2,107 2,091 2,458
Yara Fertilizers Brazil..............ccocue.... Shareholder  Sales of products 11,959,489 - 4,307 3,631 -

Services 142 - - 142 - -
Yara France S.A. ...ccccooeiiiieenenieene Shareholder  Sales of products - - 209 - - 73
Yara Hellas S.A. ..., Shareholder  Sales of products 1,846,892 1,448 457 530 473
Yara France BU Latin America........... Shareholder  Sales of products 30,014 1,192 30 595 288
Yara Argentina S.A. ....cccovieeeiieiiieee Shareholder  Sales of products 1,950,912 9,441 492 3,151 2,658
Adubos Trevo S.A. ..o Shareholder  Sales of products 1,573 3,991 - 560 1,746
Yara Internacional ASA. .Shareholder  Sales of products 33,782,296 8,250 9,366 7,997 2,120

Services 494 - - 140 - -
Yara North America ........ccccoveeveeenenns Shareholder  Sales of products 54,549,40 43,386 12,574 12,422 13,137
Yara International Wholesale... ..Shareholder  Sales of products - - 20,013 - - 5,733
Yara Business Suppart...........c.ceeeeene Shareholder  Services 4,314,364 4,129 (4,317) (4,364) (4,129)
Yara East Affica......cccocvvveiicninienne. Shareholder  Sales of products 1,255 1,311 - 344 474
Yara France S.A. . ..Shareholder  Sales of products 10,082 - - 2,642 - -

Services 481 - - 481 - -
Yara Mexico S.A. de C.V......c.cceveeeeeee. Shareholder  Sales of products 5019 - - 1,200 - -
Kowa Company Ltd.(Japan).............. Shareholder  Sales of products 84,704,019 - 50,770 3,671 -
Yara UK Ltd. ..ccooeeviviiiieeee e Shareholder  Sales of products 1,388 1,276 - 403 485

(1) Transactions with related parties involvingyaisitions and disposals of participations in otbetities are

discussed in Note 8.
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(Expressed in thousands of US dollars, except asittd)

Note 6 - Inventories

Net inventories are summarized as follows:

2007 2006
ThUS$ ThUS$
Finished Products ..........cccceeeiiiiiieecceees e e 218,07: 209,11:
WOTK IN PIrOCESS ....vvviiiiiiiiiiccictiiee e eeeeee et e e e e 145,20¢ 136,73
SUPPIIES oottt mmmmmm et 24,48¢ 19,65
B 0] 71 S 387,76¢ 365,49¢
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Note 7 - Property, Plant and Equipment
Property, plant and equipment are summarized &l

As of December 31,

2007 2006
ThUS$ ThUS$
Land
[ T o USSR 82,727 81,153
MINING CONCESSIONS ....uvviiiieeiiiiiieie e e e e et e e e e e e e e e s e e e e e e e ae e 30,086 30,793
510 o] (o] = | PSRRI 112,813 111,946
Buildings and Infrastructure
BUIIINGS oo 163,603 155,542
Installations 282,759 263,175
Ponds ......cccoceeeeiinnn. 162,385 120,568
23,166 23,166
651648 159,516
44,266 53,374
841,827 775,341
Machinery and Equipment
MBCIINETY ...ttt e e et e e e e 556,466 495,426
131,898 114,101
23,060 5,236
19,729 18,893
731,153 633,656
9,390 8,937
1601 29,958
11,275 15,708
14,264 10,925
50,029 65,528
Amounts related to technical appraisal
(1= 13 o FO OO PP PP OPPPPOUPPUPPRIN 7,839 7,839
Buildings and INfraStrUCLUIE.............coi e e et 1,439 41,439
Machinery and eqUIPMENT ............cooiuiiicmmmm e 1280 12,048
Other assets 53 53
510 o] (o] - | SRS 61,379 61,379
Total property, plant and equipment (COSL).. e uuriiieeeeriniiiiieeenee. 1,797,201 1,647,850
Less: Accumulated depreciation
Buildings and iNfrastrUCLUIE................ e e eeeiveiree e e e e s seieee e e e e e esveveeeeas 330,623) (308,192)
Machinery and equipment (4943) (358,008)
Other fIXEA ASSELS ....cccvvvieiiiee e e e e e e e e e e e e e e s e erareeeeeeanaaes (31,441) (27,746)
Technical appraiSal ........ccveevieeiiiiieeee e (38,115) (36,976)
Total accumulated depreciation .............cccccevvereeeeeiiiiiiieeneee e (813,752) (730,922)
Net property, plant and equipment 983,449 916,928
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Note 7 - Property, Plant and Equipment (continued)

Depreciation expense for the years ended Decemh@087, 2006 and 2005 was as follows:

For the year ended December 31,

2007 2006 2005
ThUS$ ThUS$ ThUS$
Buildings and infrastructute...............cc....... (44,135) (41,259) (30,286)
Machinery and equipment..................cosveees (46,210) (43,290) (37,108)
Other property, plant and equipment........... (6,342) (4,328) (1,462)
Technical appraisal ...........ccocceiviviiirecieneen, (1,139) (1,477) (1,198)
Total depreciation .........cccccceeoicmmmmeennn, (97,826) (90,354) (70,054)

The Company has capitalized assets obtained thri@aging, which are included in other fixed assetd are
as follows:

As of December 31,

2007 2006
ThUS$ ThUS$
Administrative office buildings.................... 1,988 1,988
Accumulated depreciation...........c..cc.ueuuees (521) (489)
Total assets inleasing ...........c.eevveaeeeee.. 1,467 1,499

The administrative office buildings were acquired 230 installments of UF 663.75 each and an apnual
contractually established interest rate of 8.5%.

Note 8 - Investments in Related Companies
a) Information on foreign investments

There are no plans for the foreign investmentsaipodividends, as it is the Company’s policy to veist
those earnings.

The Company has not designated any instrumentstaswestment hedges of its foreign investments.

b) Significant events and transactions involviated parties and investments in the years 2003-20

* On December 7, 2007, SQM North America Corp. sadNautilus International Holding
Corporation all the rights which SQM North Ameri€orp had in Cape Fear Bulk LLC. for
ThUSS$ 1,478, thereby generating a gain from the shinvestments of ThUS$ 1,316.

e On January 12, 2007, the subsidiary PTM SQM Ibé8ca. was liquidated and extinguished.
This operation gave rise to a loss of ThUS$ 41hm subsidiary Soquimich European Holding
B.V.
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Note 8 - Investments in Related Companies (contindg

b) Significant events and transactions involvietated parties and investments in the years 2003-20
(continued)

L]

On October 27, 2006, SQM Comercial de México SACIV. and SQM Industrial S.A. sold all
the shares (100%) they had in Fertilizantes OlnyeS&M S.A. de C.V. to Yara Nederland B.V.
and Yara Holdings Netherlands B.V. (both being pé&rYara Group, party related to SQM) for a
sum of ThUS$ 4,888. The sale generated gain of Bhl]&40.

On September 14, 2006, Soquimich European Holdivg E6EH) sold to Yara Italia SPA (being
part of Yara Group, party related to SQM) its enparticipation (50% of rights) in Impronta SRL
for a sum of ThUS$ 902. The transaction generates f ThUS$ 308.

On May 9, 2006, SQM Industrial S.A. and SQM Pot&3iA. provided funding to Prestadora de
Servicios de Salud Cruz del Norte S.A. The entifyad-in capital amounts to ThCh$ 50,000
(approx. ThUS$ 97 when the entity was formed) dididnto 5,000 shares with no par value, no
privileges or preferences, which are paid in fylbo subscription.

On January 24, 2006, Soquimich European Holding. Bnd Nutrisi Holding N.V. acquired 334
and 666 shares, respectively of Fertilizantes Négsr S.A. (“Fenasa”) for ThEuro 75,100
(approx. ThUS$ 91 in the moment of the transactitthv®reby increasing total SQM Group
ownership of Fenasa to 66.67%.

Up to December 31, 2004, the financial statemehEenasa in which SQM had at that time 50%
participation were included in consolidation givhiat the Company maintained the control over
that entity (managed its financial and operatinlicpgs) based on its ability to appoint the General
Manager. Beginning January 2005, the Company Itstability to control Fenasa and

consequently it was excluded from consolidatione TTompany accounted for its investment in
Fenasa for the year ended December 31, 2005 ustngquity method. Following the acquisition

of a stake that gave rights to more than 50% in620enasa was again included in the
consolidation as of December 31, 2006 and 2007.

On January 19, 2006 Sociedad Quimica y Minera die GhA. and some of its subsidiaries have
acquired from DSM Group based in the Netherlandisd(tparty), the total amount of shares of
three companies that participate in the marketh@froduction and commercialization of iodine
and iodine derivatives in Chile (DSM Minera S.AdaBxploraciones Mineras S.A.) and abroad
(DSM Minera B.V. based in Netherlands). The purehasce paid in cash for Chilean operations
was ThUS$ 100,067 and for DSM Minera B.V. was Th3$40 in cash.
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Note 8 - Investments in Related Companies (contindg

b) Significant events and transactions involvietated parties and investments in the years 2003-20
(continued)

The Company accounted for the investment applyireg gurchase method in accordance with
Technical Bulletin No. 72 issued by the Chilean @dation of Accountants and rules established
in Circular No. 1697 issued by the SVS. Accordintilg Company recorded acquired assets and
assumed liabilities at their fair values. The tet®ns generated negative goodwill of ThUS$
1,291 related to Chilean entities acquired and gdb@amounting to ThUS$ 11,373 related to
acquisition of operations in Netherlands. Goodvgilgoing to be amortized over a period of 20
years, while negative goodwill is going to be anzed over the estimated period of returns
generated by mining concessions acquired.

After the acquisition DSM Minera S.A. changed i@me to Minera Nueva Victoria S.A. and
DSM Minera B.V. changed its name to lodine Miner® B

e At the First General Extraordinary Shareholderseliteg of SQM Industrial S.A. held on January
9, 2006, its shareholders approved the merger &l F@ocesos S.A. into SQM Industrial S.A.
through the dissolution of SQM Procesos S.A. amdritorporation into SQM Industrial S.A.,
which in effect acquires all assets and liabilitié SQM Procesos S.A.

* In September 2005, the subsidiary Soquimich Eunopéalding B.V. and Charlee Industries Co,
Ltd. (third party) incorporated Charlee SQM (Thadx Co. Ltd. Soquimich European Holding
B.V. contributed ThUS$ 800 for 40% participation Gharlee SQM (Thailand) Co. Ltd. This
operation did not generate any negative goodwitjardwill.

¢ On August 9, 2005, SQM Nitratos S.A. and SQM S.é&quared from third party 99 and 1 shares,
respectively of Kemira Emirates Fertilizers Compé#éigfco) for ThUS$ 9,282 paid in cash at the
date of the acquisition. Acquired shares represemdtal 100% of the capital of that entity. In
accordance with the provisions of Technical Buliétio. 72 issued by the Chilean Association of
Accountants and Circular No. 1697 issued by the ,S¥8 preliminary valuation of Kefco’s
identifiable assets and liabilities as of July 3205 was performed. Such valuation indicated that
those fair values do not significantly differ fromssets’ and liabilities’ carrying amounts at that
date. Goodwill determined on the acquisition amedrib ThUS$2,058 is amortized over a period
of 20 years. Subsequent to the acquisition Kefanghd its name to SQM Dubai - Fzco.

« In April 2005, the subsidiary SQM Corporation NAtquired additional 13% participation in its
investee Abu Dhabi Fertilizers Industries WLL fosam of ThUS$484 reaching total stake in that
entity of 50%. In accordance with Technical Bulteo. 72 issued by the Chilean Association of
Accountants and Circular No. 1697 issued by the $#wSCompany valued this investment in
consideration of the book value of equity of Abuabh Fertilizers Industries WLL as of
December 31, 2004, which did not significantly eifffrom its fair value at that date. This
operation gave rise to no goodwill or negative guitid
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Note 8 - Investments in Related Companies (contindg

b) Significant events and transactions involvietated parties and investments in the years 2003-20
(continued)

« In March 2005, the subsidiary Soquimich Europeardidg B.V. made a capital increase of
ThUS$ 411 in its investee Misr Specialty Fertilzein accordance with Technical Bulletin No.
72 issued by the Chilean Association of Accountamd the regulations in Circular No. 1697
issued by the SVS, the valuation was performedirsicieration of the book value of the equity of
Misr Specialty Fertilizers as of December 31, 208dich did not differ significantly from its fair
value determined at that date. This operation giadeeto no goodwill or negative goodwill.

c) Investments with less than 20% participation
Investments in which the Company has less than g@fcipation and the capacity to exert significant

influence or control over the investment, becau§iMShas appointed a member of its Board of
Directors, have been valued using the equity method
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Note 8 - Investments in Related Companies (contindg

d)

Company

Ajay North America LLC........... USA
Nutrisi Holding N.V................... Belgium
Doktor Tarsa Tarim Sanayi AS Turkey
Ajay Europe S AAR.L...ccoeee.. France
Misr Specialty Fertilizers........... Egypt
Abu Dhabi Fertilizer Industries

WLL e UAE
Impronta SRL........cccccevveeeiinnns Italia
Sales de Magnesio Ltda.......... Chile
SQM Eastmed Turkey.............. Turkey

Asociaciéon Garantizadora de
Pensiones.......cccoccuvveiiee s Chile
Charlee SQM Thailand Co. Ltd. Thailand
Fertilizantes Naturales S.A. (1). Spain
Agro India Ltda.............ccuvveeeen. India
Total e

(1)
Note 2a).

Currency
of origin

Uss
Euros
Euros

Euros

uss

US$
Euros
Chs$
Euros

Ch$
Us$
Euros
Uss$

Detail of investments in related companies

Equity of Equity participation

Ownership interest
as of December 31,

investment as

of December 31,

Net income (loss)

for the year ended

Carrying value as

of December 31,

in net income (loss) for
the year December 31,

2007 2006 2005 2007 2006 2007 2006 2005 2007 2006 2007 2006 2005
% % %  ThUS$ ThUS$ ThUS$ ThUS$ ThUS$ ThUS$ ThUS$ ThUS$ ThUS$ ThUS$
49.00 49.00 49.00 11,966 11,282 1,284 291 2,810 4657 3,998 9 62 142 1,377
50.00 50.00 50.00 10,429 8290 1,163 846 091,6 5,092 4,025 581 425 805
50.00 50.00 50.00 8472 5813 2,027,291 429 4236 2,906 1,014 645 214
50.00 50.00 50.00 9,467 6,561 1,474 93 91,063 3,703 1,915 737 497 532
4749 4749 47.49 4529 4361 (140) Y44§708) 2,151 2,071 (67) (212)  (336)
50.00 50.00 50.00 4,713 3,886 794 366 13 2,356 1,943 397 183 6
- - 50.00 - - - - (281) - - - 141 40
50.00 50.00 50.00 1,290 946 509 428 259 645 473 254 214 130
50.00 50.00 50.00 196 184 7)  (210) - o8 92 (4)  (105) -
331 331 331 728 874 - - - 24 29 - - -
40.00 40.00 40.00 2,401 2,167 77 167 - 960 867 31 67 -
66.67 66.67 50.00 - - - - 37 - - - - 9
49.00 49.00 - 27 19  (13)  (94) - 13 10 (6) (45) -
23,935 18329 3,566 10952 2,596

F-32

For the year ended December 31, 2005 the Compayated for its 50% investment in FertilizantesuMales S.A. using the equity method. During 20@6 th
Company acquired additional participation in thétgrand, having control, included it in the coridation for the years ended December 31, 2006 a0d see



Sociedad Quimica y Minera de Chile S.A. and Subsigliies

Notes to the Audited Consolidated Financial Statenms
(Expressed in thousands of US dollars, except asttd)

Note 9 - Goodwill and Negative Goodwill

Gooduwill, negative goodwill and the related amatian is summarized as follows:

a) Goodwill

Amortization for the year ended
December 31,

Net Balance as of
December 31,

Company 2007 2006 2005 2007 2006
ThUS$ ThUS$ ThUS$ ThUS$ ThUS$
SQM Potassium S.A...........oooeevreen, 145 144 144 1,302 1,447
Comercial Hydro S.A......ccccceeevvvveennn. 245 174 176 1,065 1,153
SQM Industrial S.A.......ccoceviiiiiiiieenns, 1,113 1,154 1,072 18,916 20,029
Soquimich Comercial S.A.................. - - 122 - -
SQM Salar S.AA....coeeeeeeeeeeeeeeeen, - - 40 - -
Doktor Tarsa .......ccoeeeevveeveeeeeiieeeeeee, - - 18 - -
SQM México S.A. de CV..uuuvveeeeeenn, 56 56 56 779 835
Comercial Caiman Internacional S.A 23 23 23 108 131
Fertilizantes Olmeca S.A. de C.V...... - 56 56 - -
Saftnits Pty Ltd. .....ccovvvveveeeeeeeeeeee, - - 290 - -
SQM Dubai — FZCQ........ccccevvvvrrrrnnee, 101 101 73 1,783 1,884
lodine Minera B.V. ......ccoovviviiiviieeeenen 569 521 - 10,283 10,852
o] = | R 2,252 2,229 2,070 34,236 36,331

b) Negative Goodwill

Amortization for the year ended
December 31,

Net Balance as of
December 31,

Company 2007 2006 2005 2007 2006
ThUS$ ThUS$ ThUS$ ThUS$ ThUS$
Minera Mapocho S.A......cccceeevevieenennn. - 68 203 - -
Minera Nueva Victoria S.A................ - - - 1,291 1,928
B o] = | TR - 68 203 1,291 1,928
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Note 10 - Other Long-Term Assets
Other long-term assets are summarized as follows:

As of December 31,

2007 2006
ThUS$ ThUuS$
Engine and equipment spare-parts,.net................... 2,987 13,222
Mine development COSES ........uevvveeeeeeessmmevvvveeeeeeens, 23,944 26,545
Construction of Salar-Baquedano road..................... 1,170 1,290
Deferred debt issuance COStS.........cccovieeeeceenrieeeeenns 342 521
Cost of issuance and placement of bonds................ 4,864 5,737
OtNEr .o 2,311 1,441
TOtAl e 35,618 48,756

Note 11 - Bank Debt
a) Short-term bank debt is detailed as follows:

As of December 31,

2007 2006
ThUS$ ThUS$

Bank or financial institution
Banco de Credito e INversiones ..........ccccceeeeeeenen... - 30,022
CorphancCa..........coocciiiiiiiiie e, - 15,216
BBVA Banco Bilbao Vizcaya Argentaria................. 180 10,475
Fortis Bank..........ooocuuiiiiiiiiiiieeeee e 685 1,150
CAM Caja Ahorros Mediterraneo................ccceee..... - 633
BANESIO ....coooeiiiii e 432 369
Deutsche Bank Espaia S.A.............ueeen s eeeenss 345 256
Caixa Penedes de Espafia..........cccccoeveecceeceneennn, 131 185
HSBC Bank Middle East Ltd..................eeicemmmneeennn. 33 44

TOtAl e 1,806 58,350
Annual average interest rate..............ccccevvevenrnnnnen. 4.31% 5.32%
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Note 11 - Bank Debt (continued)

b) Long-term bank debt is detailed as follows:

As of December 31,

2007 2006
Bank or financial institution ThUS$ ThUS$
BBVA Banco Bilbao Vizcaya Argentaria (1)....... 100,433 100,412
ING BanK (2) ...eeveeiiiiiieeeeiieie e emeerieee e 80,368 80,416
TO Al e 180,801 180,828
Less: Current portion (801) (828)
Long-term debt .........coooovieiiiiiiiiiiereees 180,000 180,000

(1) U.S. dollar-denominated loan without guaranieterest rate of Libor + 0.375% per annum, quérter
payment. The principal is due on February 25, 2010.

(2) U.S. dollar-denominated loan without guaranteterest rate of Libor + 0.300% per annum, semi-
annually payment. The principal is due on Noven##r2011.

c) Maturity of the long-term bank debt is as folkaw

As of December 31,

2007 2006
Years to maturity ThUS$ ThUuS$
CUrrent POrtioN.......ccoeeeeeiiiiieiece e, 801 828
110 2 YEAIS..ccvviveviiiiiriiiiii s s s s eeeeeeveenbeaneen, - -
210 BYCAIS . .uuiiiiiii it 100,000 -
S0 5 YEAIS .o, 80,000 180,000
TOtAl .ot 180,801 180,828
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Note 12 - Bonds Payable

On January 25, 2006, the Company issued on the&@hiharket Series C bonds for an amount of
UF 3,000,000 (approx. ThUS$ 103,973 at the momérssuance) at an annual interest rate of
4.00%.

On April 5, 2006, SQM placed in the US market adyaf US$ 200 million with an annual interest
rate of 6.125%. The interest will be paid semi-allyuand the capital will be paid in a single
payment in April 2016.

As of December 31, 2007 and 2006, the short-ternigmoincludes ThUS$ 8,868 and ThUS$
5,540, respectively, related to short-term princjas accrued interest at those dates. The long-
term portion includes ThUS$ 306,651 as of Decembiker 2007 and ThUS$ 300,724 as of
December 31, 2006, related to outstanding prinsipélthe Series C UF bonds and Single Series
US$ bond.

Detail of the bonds payable is presented in thie tablow:

Currency
Number of or Balance a< Balance as
registration of Nominal indexation Interest Payment of Repayment of Dec 31, of Dec 31,
the instrument Series Amount unit Rate Matures on interest of principal 2007 2006

ThUS$ ThUS$
Current portion of long-term bonds payable:

446................. C 150,000 UF 4.00% Jun 1,2008 Semi-annual Semiann 6,291 2,920
184 Single - ThUS$ 6.125%  Apr 15, 2008emi-annual  Bullet 2,577 2,620
Total ............ 8,868 5,540

Long-term bonds payable:

446.......ccvu C 2,700,000 UF 4.00% Dec 1,2026 Semi-annual Semisa 106,651 100,724

2 Single 200,000 ThUS$ 6.125%  Apr 15, 2018emi-annual  Bullet 200,000 200,000
Total.......... 306,651 300,724
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Note 13 - Accrued Liabilities

As of December 31, 2007 and 2006, current accriaedities are summarized as follows:

As of December 31,

2006
ThUS$

2,358
504
3,309
8,478
109
576
1,070

2007

ThUS$
Accrued royalty payments to Corfo...........cccevevvvvvvvimnnennns 3,643
Provision for employee compensation and legal costs..... 925
Taxes and monthly income tax installment payments...... 3,496
Vacation aCCrual ..........coooviiiiiieiiiieceeree e 11,919
Marketing EXPENSES .....uuuviiieeeeees it e eeereeaeeeaeeeannnnns 107
AUIT FEES .. 400
Other aCCruals .........coooiiiiiiiiiiiii e e 1,824
1 €= U 22,314

16,404

Note 14 - Current and Deferred Income Taxes

a) Refundable dividend tax credits

At December 31, 2007 and 2006 the Company hasottesving consolidated balances for retained
tax earnings, income not subject to taxes, taxdasy/-forwards and credit for shareholders:

As of December 31,

2007
ThUS$
Accumulated tax basis retained earnings with texitr........ 381,272
Accumulated tax basis retained earnings withouttaslit..... 56,332
Tax loss carry-forwards (1)......cceeeeeeiiiicmeeeeeeee e, 142,236
Credit for shareholders (2) .......ccccccvviieeececieee e, 77,904

(1) Taxlosses in Chile can be carried forward indegigi

2006
ThUS$

278,515
97,140
171,249
56,759

(2) Corresponds to credit to income taxes that shaderm®have in relation to distribution of dividends.

The Company has recognized deferred income tatsafeseax loss carry-forwards and the related
valuation allowance, where applicable, in accordanith Technical Bulletin No. 60 issued by the

Chilean Association of Accountants.
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Note 14 - Current and Deferred Income Taxes (contined)
b) Deferred taxes

The deferred taxes as of December 31, 2007 and 2@06sented a net liability of ThUS$ 61,623
and ThUS$ 51,449, respectively, and consisted of:

As of December 31, 2007 Deferred tax asset Deferred tax liability
Short-term  Long-term  Short-term  Long-term
ThUS$ ThUS$ ThUS$ ThUS$
Temporary differences
Allowance for doubtful accounts .............. commmeeenee 1,335 605 - -
Vacation aCCrual.............evveeeeeeees s e e e eeeeseveenneens 1,872 - - -
Unrealized gain on sale of products...................... 17,521 - - -
Provision for obsolescence of non-current assets.. - 3,779 - -
Production eXpenses..........ceeevveeeeeeiiiccvneeeeeeaeeeeenn - - 20,535 -
Accelerated depreciation...................scommmmevnvnvennnnn - - - 62,190
EXploration eXpenses .......cccceeveveeeeeesmmmemenieveenneeens - - - 4,327
Capitalized INterest............uuvvvvviviiimriieneieereeeeeeennnns - - - 8,384
Staff severance indemnities - - - 1,733
Fair value of fixed assets.................. - 2,119 - -
Leased @SSELS......uuuiiiiiiiieeeeeieeees s s - - - 12
Capitalized eXPENSES.......ccvvveeiiiiiiei e - - - 929
Tax loss carry-forwards ........cccooeeveeieeieeemecicinennnnnn - 25,883 - -
Accrued gain from swap CONtract ... - - 2,545 -
Deferred revVenUEe............coooccvvviiiieeeeeecireeee e 188 - - -
Provision for energy tariff difference 2,175 - - -
Accrued interest .........cccceeeeeiiiiiiie 233 - - -
Allowances for obsolete inventorie - 5,382
(043 T O SRPRR 1,215 45 140 596
Total gross deferred taxes ..........cccccvvvvvvvvimennnn, 24,539 37,813 23,220 78,171
Total complementary accounts ..........ccccceeeeeeereenee. - - - (15,633)
Valuation allowancCe.............cccooeiiiiiii e (7,533) (30,684) - -
Total deferred taxes........cccvvveeeviicceeeevecciieeenn, 17,006 7,129 23,220 62,538
Deferred tax asset/liability, net................... - - 6,214 55,409
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Note 14 - Current and Deferred Income Taxes (contimed)
b) Deferred taxes (continued)

As of December 31, 2006 Deferred tax asset Deferred tax liability
Short-term  Long-term  Short-term  Long-term
ThUuS$ ThUS$ ThUS$ ThUS$

Temporary differences
Allowance for doubtful accounts ..............ceeeeeen. 1,814 594 - -
Vacation aCCrual...........oouveeieiiuetmee e 1,411 - - -
Unrealized gain on sale of products...................... 13,308 -
Provision for obsolescence of non-current assets.. - 2,283 -
Production eXpenSses........cceeeveeeeeeeisieceneneieeaeeneen - - 18,613 -
Accumulated depreciation.................uevieemecereennnnnn - - - 61,046
Exploration eXpenses .......ccccveeeveeeeessmmmemeeveveeeneens - - - 4,712
Capitalized interest..........cccvveiiiiiiiiceeee s - - - 7,052
Staff severance indemnities.............cccecceeemeeneenn. - -
Fair value of fixed assets...........cccuvvieemcccc s - 841 -
Provision for claim expense..........ccccccvveeveeeiaeennnn. - 88 -
Capitalized eXPeNnSES........veviveeeeeeeiiirceereeeeeeeeeennn - -
Tax loss carry-forwards ........cccooeeveeieiieeemesiinennnnnn - 31,969 -
Accrued gain from swap contract -
Deferred revenUEe...........coooeeiviiiiieen e 144 - - -
Provision for energy tariff difference....................... 765 - - -
ACCrUEd INLEIEST .....eveieiiiiiiieie e 159 - - -
Provision capital expenditure...............cccvvvevvvennnnnn, 610 -
Allowances for obsolete inventories............c.cc....... - 3,786 - -
(043 T SO SRPRR 481 169 - 497
Total gross deferred taxes .........cccccvvvvveeeveennnnen, 18,692 39,730 18,795 76,158
Total complementary accounts ............cccceeeeeuevnnen - - (566) (20,551)
Valuation allowancCe............eevveeeeeeee i s e eeeeeeeninens (4,551) (31,484) - -
Total deferred taxes.........ccvvveiiiceeece e, 14,141 8,246 18,229 55,607
Deferred tax asset/liability, net................... - - 4,088 47,361

1
=
\I
©
o

c) Income tax expense is summarized as follows:

2007 2006 2005
ThUS$ ThUS$ ThUS$

Provision for current income taxes ...........ceeecceeeeeeevmeenn. (38,218) (24,797) (37,428)
Effect of deferred tax assets and liabilities.................... (2,833) (13,447) 10,844
Adjustment for tax expense (previous year)................. 132 238 (945)
Effect of amortization of complementary accounts....... (5,508) (4,021) (3,084)
Effect on deferred tax assets and liabilities duehanges

in valuation allowance ...........ccccceveeeeivmeeeceee e, (2,182) 4,420 (1,350)
Other tax charges and credits..............ccmmeeeeeeeeeiennnnes 17 (309) (564)

Total income tax eXPENSE........c.vvueeeeeeveimrnenrnvnnn (48,592) (37,916) (32,527)
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Note 15 — Long-Term Accrued Liabilities

a) Long-term accrued liabilities are composetbsws:

As of December 31,

2007 2006
ThUS$ ThUuS$
Staff severance indemnities .............ooooceeeeeeeiiinnnen. 20,679 17,472
Closure of mining sites and environmental expenses 1,992 1,992
1 ] <= U 22,671 19,464

b) Staff severance indemnities

Changes in the balance of staff severance indegsrfiti the years ended December 31, 2007, 2006

and 2005 are summarized as follows:

2007 2006 2005
ThUS$ ThUS$ ThUS$
Opening balance.............cccccciiiiieevee e, 17,472 16,415 11,875
Increases in obligation .............cccvvvvieevimm e e, 4,190 3,253 5,193
Benefits Paid ........uvvveruuiiiiieiie e (2,245) (1,546) (3,379)
Foreign currency translation ..............ccccceveeinvneeneenns 1,336 (640) 1,000
Other Changes..........uuuvieiiiiiiiiie e (74) (10) 1,726
Total 20,679 17,472 16,415

Note 16 - Minority Interest

Minority shareholders’ participation in the Sharkleos’ equity and results of the Company’s

subsidiaries as of each year-end is as follows:

Participation in equity as
of December 31,

Participation in (income) loss for
the years ended December 31,

2007 2006 2007 2006 2005
ThUS$ ThUS$ ThUuS$ ThUuS$ ThUS$

Soquimich Comercial S.A..........ooooe i, 42,347 35,138 (3,886) (3,500) (84)
Ajay SQM Chile S.A. ... 3,541 3,717 166 (912) (827)
Cape Fear BulK LLC .........coocevveiiiiees s - 219 (99) (248) (118)
SOM ltalia S.R.L ccccoeeviiiiiiieeeeee e, - - - - 3)
SQM Nitratos México S.A. de C.V..........c........ 13 45 31 (84) ©)
Fertilizantes Naturales S.A.........ccccccvveeeeenns 123 120 - 2 -
SQM Indonesia S.A. .....cccoviiiiieieee e, (30) (31) Q) 29 -
SQM Potasio S.A.. ...ccoviiiiieee e 5 5 3 (2) -

Total. e 45,999 39,213 (3,792)  (4,715) (1,039)
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uity

a) Changes in shareholders’ equity in the years ebam@émber 31, 2007, 2006 and 2005 were as follows:

Balance as of January 1, 2005...
Transfer of the 2003 net income to

Declared dividends 2005 .........ccooeeieeiiiimmmmmee e -
Other comprehensive iINCOME ..........oocovvireveeeiiiiee e -
Net income for the Year ..o

Balance as of December 31, 2005..........cceemmmmeieeiiiiiiiieeeeens

Balance as of January 1, 2006...
Transfer of the 2005 net income to

Accumulated

Transfer of the accumulated deficit from subsidigiin
development stage to retained earnings......ccccceeeeeeervveeenn.
Declared dividends 2006 ............cccooeeiiiieemmmmee e -

Other comprehensive 0SS .........ooovvieiiieeeee e

Net income for the year .................

Balance as of December 31, 2006..................

Balance January 1,2007 ................
Transfer of the 2006 net income to

Declared dividends 2007 ..........cc.oeeiimrimmmmmme e -
Other comprehensive iNCOME .........ccooviiieeeeeeniciiieee e -
Net income for the Year .........cccccoviiii e -

Balance as of December 31, 2007

Other deficit of
accumulated subsidiaries in
Number Paid-in comprehensive development Retained Net
of shares capital income stage earnings income Total
ThUS$ ThUS$ ThUS$ ThUS$ ThUS$ ThUS$

ereennnn.263,196,52 477,38¢€ 150,887 (8,370) 254,493 74,232 948,62¢
retalned eaemng ............... - - - - 74,232 (74,232) -
- - - (48,118) - (48,118)

- 6,400 - - - 6,400

- - - - 113,506 113,506
263,196,52 477,38€ 157,287 (8,370) 280,607 113,506 1,020,416
263,196,524 477,38¢ 157,287 (8,370) 280,607 113,506 1,020,416
retalned eamlng ............... - - - - 113,50¢ (113,506) -
- - - 8,370 (8,370) - -

- - - (73,647) - (73,647)

- - (2,097) - - - (2,097)

........................................ - - - - - 141,277 141,277
263,196,52: 477,38€ 155,190 - 312,06 141,277 1,085,949
......................................... 263,196,524 477,386 155,190 - 312,096 141,277 1,085,949
retained eaming............... - - - - 141,277 (141,277) -
- - - (91,786) - (91,786)

- 8,252 - - - 8,252

- - - - 180,021 180,021
......................................... 263,196,52: 477,38€ 163,44z - 361,587 180,021 1,182,436
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Note 17 - Shareholders’ Equity (continued)

b) The composition of other comprehensive incoross] and accumulated other comprehensive
income is as follows:

Accumulated other

Other comprehensive income (loss) comprehensive income
For the year ended December 31, As of December 31,
Description 2007 2006 2005 2007 2006
ThUS$ ThUS$ ThUS$ ThUS$ ThUS$

Technical appraisal ..............ccceevvvvvvievveennennnn, - - - 151,345 151,345
Changes in other comprehensive income rel

to investments:
Soquimich Comercial S.A. (1)......cccccvvvvveennnn. 7,888 (871) 5,522 13,286 5,398
Isapre Norte Grande Limitada (1)............cceux 39 - - (44) (83)
Inversiones Augusta S.A. (1) .....coovvvvvvvvinennn - - - (761) (761)
SQM Ecuador S.A. (2)...cccoeiiieiiiinirere e - - - (271) (271)
Almacenes y Depésitos Limitada (1) ............. 66 - 78 88 22
Asociacion Garantizadora de Pensiones (1). (5) Q) 2 an (12)
Sales de Magnesio Ltda. (1).......cccccvvvveeeennns 59 @) 7 111 52
Sociedad de Servicios de Salud................... 14 - - 14 -
SQM North America Corp. (3)....eeeereeeeeeeinnnns (141) (1,218) 792 (1,359) (1,218)
SQM Dubai FZCO. (1) ..euvveeiiviireeeieieees e (11) - - (11) -
Ajay Europe SARL (1) .....cooovcviiiiieeieeeeeees 343 - - 343 -
Other entitieS (1) ....vvvvevviieieeeiiirees s e - - (1) 718 718

TOtal . 8,252 (2,097) 6,400 163,442 155,190

(1) Corresponds to translation adjustments and prieg-festatements.

(2) Corresponds to the translation adjustment prodbygetie application of a law enacted by the Ecuadfori
Government

(3) Relates to valuation differences generated in émesipn plan of the subsidiary SQM North AmericapgCor
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Note 17 - Shareholders’ Equity (continued)
c) Paid-in capital

Capital consists of 263,196,524 fully authorizeshscribed and paid shares with no par value, divid®o
142,819,552 Series A shares and 120,376,972 Seradmres. The preferential voting rights of eaatese
are as follows:

Series A:  If the election of the president of thempany results in a tied vote, the Company's tirec
may vote once again, without the vote of the doeetected by the Series B shareholders.

Series B: (1) A general or extraordinary sharehsldeneeting may be called at the request of
shareholders representing 5% of the Company'ssSBrihares.
(2) An extraordinary meeting of the Board of Dims may be called with or without the
agreement of the Company's president, at the reqiighe director elected by Series B
shareholders.

Note 18 — Derivative Instruments

Derivative instruments are recorded at their falue at year-end. Changes in fair value are razednn
income with the corresponding asset or liabilityargled in Other current assets or liabilities. dassfrom
options relate to fees paid by the Company to éntersuch contracts. As of December 31, 2007 &2
the Company'’s derivative instruments are as follows

2007
Notional or Position

Type of covered Purchase/Sale(Liability)Asset Income
derivative amount Expiration Risk type (PIS) amount (loss) effect

ThUS$ ThUS$ ThUS$
US dollar option 13,916 1% quarter of 2008Exchange rate P (130) (130)
US dollar fwd. 4,6961° quarter of 2008Exchange rate P (1) (1)
Swap 102,6301*" quarter of 202@nterest rate P 14,968 14,968
US dollar PUT 3681 quarter of 2008Exchange rate P (368) (368)
121,610 14,469 14,469

200¢
Notional or Position
Type of covered Purchase/Sale(Liability)Asset Income
derivative amount Expiration Risk type (PIS) amount (loss) effect

ThUS$ ThUS$ ThUS$
US dollar option 6,436 1° quarter of 2007Exchange rate P (150) -
US dollar fwd. 7,079 1% quarter of 2007Exchange rate P (69) -
US dollar fwd. 10,000 1*' quarter of 2007Exchange rate P 100 -
Swap 102,630 1 quarter of 202@nterest rate P 5,398 564
126,145 5,279 564

F-43



Sociedad Quimica y Minera de Chile S.A. and Subsidiies
Notes to the Audited Consolidated Financial Statenms
(Expressed in thousands of US dollars, except asttd)

Note 19- Non-Operating Income and Expenses
Amounts included in non-operating income and expee@se summarized as follows:
a) Non-operating income

For the year ended December 31,

2007 2006 2005
ThUS$ ThUS$ ThUS$

INEreSt INCOME ..ottt e 9,347 11,410 5,530
Equity participation in net income of unconsolidhievestees....... 3,643 2,314 3,073
[NSUFANCE FECOVEIIES ......viiiee it eeeemte e e s 275 307 213
Write-off Of labilitieS........c.coviiiiieiie e - - 2,204
Reversal of allowance for doubtful accounts. ....c........ccccceeviamanee 229 238 -
Sale of MiNING CONCESSIONS......ciiieeei it ceeeeee e e e 399 499 298
Sale of materials and SErviCeS...........uuiarecccee e 369 75 438
SF-1[=N0) 7Y 9100 [0 V7= W o] o] [T o - 753 -
Gain on sale of investments in related companies..................... 1,316 732 -
Rental of property, plant and equipment ......cccceeeeeeiiiiiiiveieinnnnnn, 958 1,023 1,015
Compensation obtained from third parties..............ccoovvviveeene.n. - - 737
Sale Of CrOSS CUMTENCY SWaP......cciuvreieeamcrrerieeeesennreeee s e e 4,000 - -
Net foreign currency exchange gains and price-lmshtement... 2,212 - -
Recovery of provisioned accounts receivable .. .....cocovrvimm.. 1,384 - -
Payment discounts obtained from suppliers .... 458 690 1,026
Fines collected from third parties ...........ccce........ 192 159 -
Other iINCOME .......cooeiiiiiiiiiiee e 1,166 1,093 1,899

TOMAL e 25,948 19,293 16,433

b) Non-operating expenses

For the year ended December 31,

2007 2006 2005
ThUS$ ThUS$ ThUS$
INTEIEST EXPENSE L.ttt 19,949 27,593 16,663
Net foreign currency exchange loss and price-lesghtement...... - 2,263 3,804
Non-capitalized exploration project expenses adipions for
damages and liquidation of aSSetS .........cceeeccerrrrimmeeeiniieeeennns 16,528 11,387 13,489
Equity participation in net losses of unconsolidatesestees......... 77 362 477
Amortization of goodWill ..............ooeeii e 2,252 2,229 2,070
WOrk disruption EXPENSES .......uvvereeereee e e eeeeeeseessssensssseeesans 844 2,534 584
Increase in provision for employee compensationlagadl costs... - - 7,986
Change of discount rate for staff severance indéesnprovision... - - 678
Allowances for materials, spare parts and supplies................... 4,925 2,685 1,188
Allowance for doubtful aCCOUNLS.............. e eeeeeeeeieeee e - 129 151
Non-recoverable taxXes ... iceeeeee 669 508 647
CONSUILING SEIVICES....cceee i i ittt ee e e ee et e e e e e e e e ermmne e e - - 314
Suppliers’ compensations SEIVICES ...........oumreremmairreerennineens 1,575 - -
DONALIONS . ..ceiiiiitiit ettt ettt e e e e e e aeaeee s - - 896
Provision for legal expenses and litigations e ..coovvveeres i 523 1,010 -
Accrued expenses related to energy tariff adjuslmen ................ 2,066 2,500 -
Other EXPENSES......uuiiiiiiiiiieie e e e e e e e mmn e aeeeeeeeeens 3,624 2,141 1,808
TOtAl e 53,032 55,341 50,755




Sociedad Quimica y Minera de Chile S.A. and Subsidiies
Notes to the Audited Consolidated Financial Statenms
(Expressed in thousands of US dollars, except asttd)

Note 20 — Price-Level Restatement

Amounts charged or credited to income relatingrioeplevel restatement are summarized as follows:

(Charge) to income for the year ended

December 31,

2007 2006 2005
ThUS$ ThUS$ ThUS$

INVENTOTIES .eeiieeeei ettt e e st e e e e e e e s st e e e aaaeaeeeans 1,450 (40) (130)
Property, plant and equipmMeNt...........ccvecccereee e 517 142 239
Other ASSEIS...ciiiiiiiiie et eereee ettt 558 184 324
Other HabiIlItIES .......cccoiiiiiiieiiie s 119 - 199
Shareholders’ @qUILY .........ccooriiieiiiii e (7,016) (1,734) (2,846)
Subtotal price-level restatement.........cccceeevviiiiiceeveeeeeee e, (4,372) (1,448) (2,214)
Net adjustment of assets and liabilities denomuhateJF............. (484) 141 (641)
Net price-level restatement .......cooeeeeeeiiieeieeeeeeeeeieee, (4,856) (1,307) (2,855)

Note 21 — Assets and Liabilities Denominated in Feign Currency

As of December 31,

2007 2006
Assets ThUS$ ThUus$
Chilean PESOS.......vei ittt cereeee st sre e e 198,254 100,614
[0S0 (o] | = £ R RRP 1,637,379 1,636,721
BUIOS ...ttt 44,809 37,092
Japanese Yen 971 975
Brazilian Real 400 330
MEXICAN PESOS ..vveeerieeiuieeerreeess e e esteeesnsesenssesennsssnseesssneean, 1,705 4,783
UF ettt e et emmmmma e e et e e et e e e e e et b ae e e s s asammmmnns 73,354 55,108
South African Rand ... 9,366 13,374
Dirhams.......ccccccoevviveeeececiieee e 10,942 14,225
OthEr CUITENCIES. .. .uveiiiiiiieeee e e s eee s 9,139 7,980
Current liabilities
Chilean PESOS.......uvi e eitir et errem e e reeree e nneeeens 98,456 75,190
(OIS0 (o] | = PSR 63,415 101,549
EUIOS ... 13,079 9,925
Japanese Yen 92 93
Brazilian Real ...........ccccceeeue 1,681 1,662
Mexican pesos 4,605 3,196
UF 8,599 3,541
South African Rand ... 1,020 1,698
DIrNAMS....co e a e 930 671
OthEr CUITENCIES. .. .uveiiiiiiie e e s e eee s 545 117
Long-term liabilities
Chilean pesos 20,196 17,340
uSdollars .....cccccveeeeeeeeeiiiiiennnn 437,687 429,324
Japanese Yen 187 152
UF 107,382 101,573
OthEI CUIMENCIES ....eeieeeeiieeee ettt e e e eentteee e s s e nraeaeeaas 10 9
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Note 22 - Cash Flow Statement
a) Amounts included in other credits to incomenepresenting cash flows are as follows:

For the year ended December 31,

2007 2006 2005
Description ThUS$ ThUS$ ThUS$
Deferred income taxes benefit for tax 10SS.....cuuevveiiiiiiiiiieee.. - - (5,602)
Adjustment of provision included in other finandiatome......... (229) (238) (2,203)
Adjustment of investees’ eqUItY ...........ccveccccmrvrveereee e - - (1,143)
Discounts obtained from suppliers... (458) (690) (598)
Reversal of the provision for damages caused byyhmns ...... - (1,000) -
Other minor credits to income not representing ¢asts........... (1,058) (834) (563)
LI = | SR (1,745) (2,762) (10,109)

b) Amounts included in other charges to incomeraptesenting cash flows are as follows:

For the year ended December 31,

2007 2006 2005

Description ThUS$ ThUS$ ThUS$
Provision for Corfo royalty payments.........coeeeeeeiiieevenenenn. 3,643 2,358 1,855
Deferred income taxes benefit for tax 10SS .......c.ccvveeeiiiiiienn, 10,174 8,500 -
Provision for legal expenses for GNV lawsuit atider legal

EXPEINSE ..ttt e————— e e e e - - 5,000
Provision for marketing eXpenSses ...........iccccceevvvvimeeeeeeeeennnn, 4,317 4,364 4,130
Provision for employee incentive plans .......ccccceuvviiieeiieenee... 13,495 3,160 8,215
Adjustment of provision for severance indemnities................ 4,736 3,882 8,199
Provision for iNCOME taXeS..........uvvviiiiieeee e 38,218 28,204 38,427
Adjustment of provision for vacation...........c......cceeeveccvvennennn, 8,300 5,333 4,447
Non-capitalizable exploration project expense amxﬂ!ipions

for damages and liquidation assets .. 8,806 11,825 12,156
Accrued expenses related to energy tarn‘f ad]ustsnen ............ 4,023 4,500 -
Amortization of prepaid insurance expenses ... 7,553 3,189 1,838
Remuneration of Board of Directors..........ccccceeeeiiiiimmeeeeeeeen, 1,820 1,800 1,557
Provision for mine ClOSUre ...........c..oouvwmmnceveiee e - 1,000 -
Adjustment and other expenses of inventories...................... - 1,297 -
Other charges to income not representing cash flaws........... 2,990 2,921 1,865

TOMAL e 108,075 82,333 87,689
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Note 23 — Commitments and Contingencies

a) Material lawsuits or other legal actions of @ththe Company is party to

1.

Plaintiff
Defendant

Date of lawsuit
Court

Cause

Instance
Nominal amount

Plaintiff
Defendant

Date of lawsuit
Court

Cause

Instance
Nominal amount

Plaintiff
Defendant

Date of lawsuit
Court

Cause

Instance
Nominal amount

Plaintiff
Defendant

Date of lawsuit
Court

Cause
Instance

Nominal amount

: Compania Salitre y Yodo Soledad S.A
: Sociedad Quimica y Minera de Chile.S.A
: December 1994
: Civil Court of Pozo Almonte
. Partial annulment of mining property, @#4ato 29
: Evidence provided
: ThUS$ 211

: Compafiia Productora de Yodo y S&6e5.
: SQM Quimicos S.A.
: November 1999
: Civil Court of Pozo Almonte
: Partial annulment of mining property, Pdzto 25
: Evidence provided
: ThUS$ 162

: Compafia Productora de Yodo y S&e5s.
: SQM Quimicos S.A.
: November 1999
: Civil Court of Pozo Almonte
: Partial annulment of mining property, Plak to 25
: Evidence provided
: ThUS$ 204

: Gabriela Véliz Huanchicay
: Gilberto Mercado Barreda and subsidiad
jointly and severally SQM Nitratos S.A. andiitsurers
: August 2005
: & Civil Court of Santiago
: Work accident
: The Court awarded a judgment of ThCB$. Ihe defendants
filed an appeal against this verdict.
: ThUS$ 481
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Note 23 — Commitments and Contingencies (continued)

a) Material lawsuits or other legal actions of @ththe Company is party to (continued)

5. Plaintiff : Juana Murafia Quispe
Defendant . Intro Ingenieria Limitada and subsigiand jointly and
severally SQM S.A. and its insurers
Date of lawsuit  : October 2005
Court : 28 Civil Court of Santiago
Cause : Work accident
Instance : Evidentiary stage
Nominal amount : ThUS$ 1,500
6. Plaintiff : Marina Arnéz Valencia
Defendant : SQM S.A. and its insurance comganie
Date of lawsuit  : April 2006
Court : 24 Civil Court of Santiago
Cause : Work accident
Instance : Conciliation audience
Nominal amount : ThUS$ 500
7. Plaintiff : Sociedad de Servicios Tacora Lim#ad
Defendant : SQM Nitratos S.A.
Date of lawsuit  : December 2006
Court : 28" Civil Court of Santiago
Cause : Collection of securities which SQM NiteafA., by virtue of a
mandate conferred in its favor, used to pay thmfiff's
employees who had not received their salariescanttibutions for
transportation and machinery services rendered
indirectly to SQM Nitratos S.A.
Instance : Response
Nominal amount : ThUS$ 266
8. Plaintiff : Marineer Zona Franca S.A.
Defendant : Minera Nueva Victoria S.A.
Date of lawsuit  : August 2007
Court . Arbitration Court of Santiago
Cause : Damages for alleged unilateral and eargihation of
mineral transport contract
Instance : Evidentiary stage

Nominal amount

: ThUS$ 1,400
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Note 23 — Commitments and Contingencies (continued)
b) Other lawsuits

The Company and its subsidiaries are involved iniouva litigation in the ordinary course of business
including those described in a) above. Based oradivice of counsel, the Company concluded thaether
is no need to accrue any provisions as of DecerBber2007 to cover risk of losses as management
believes the litigations will not result in matdfiesses for the Company

c) Commitments

Subsidiary SQM Salar S.A. has signed a rental aohivith Corfo which establishes that this subsidia
will pay to Corfo, for the exploitation of certamining properties owned by Corfo and for the prdaduc
resulting from such exploitation, the annual retattexd in the aforementioned contract, the amount of
which is calculated on the basis of the sales o égpe of product. The contract is in force uB@B0O and
rent payments began in 1996. Cost recorded in iecfon the year ended December 31, 2007 was
ThUS$13,865 (ThUS$ 9,193 in 2006).

d) Debt covenants

Bank debt of SQM S.A. and its subsidiaries hasestrictions or terms other than those that mightlg

be found in identical debt in the financial marketsch as maximum indebtedness and minimum equity
among others. Specifically the loan covenants indare the following: (i) shareholders’ equitySiPM

S.A. should not be lower than ThUS$ 984,522, (ig§ et financial debt to EBITDA ratio should not be
greater than 3:1, and (iii) the ratio between firiahdebt of operating subsidiaries and the codatdid
current assets should not be greater than 0.3:1.

F-49



Sociedad Quimica y Minera de Chile S.A. and Subsidiies
Notes to the Audited Consolidated Financial Statenms
(Expressed in thousands of US dollars, except asttd)

Note 24 — Guarantees
a) Guarantees given

As of December 31, 2007 and 2006 the Company eftiowing indirect guarantees outstanding:

Debtor Balances outstanding
Beneficiary Name Relationship 2007 2006
ThUS$ ThUuSs$
BBVA Banco Bilbao Vizcaya Argentaria Royal Seedding Corp. A.V.V. Consolidated 100,433 100,412
Subsidiary
ING Capital LLC Royal Seed Trading Corp. A.V.V. oisolidated 80,368 80,416
Subsidiary

b) Guarantees received

The main pledges provided to guarantee to Soquiimmercial S.A. fulfillment of the obligations ihe
commercial mandate agreements for distributionsael of fertilizers are as follows

Company Name ThUS$
Llanos y Wammes Soc. Com. Ltda. 2,013
Fertglobal Chile Ltda. y Bramelli 3,422
Tattersall S.A. 1,158
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Note 25 - Sanctions

During the years ended December 31, 2007, 2002888, the SVS did not apply sanctions to the Compan
its directors or managers.

Note 26 — Environmental Projects

The Company is continuously concerned with protgcthe environment both in its production processes
and with respect to products manufactured. Thisrmeitment is supported by the principles indicated in
the Company’s Sustainable Development Policy.

SQM is currently operating under an Environmentalnsigement System (EMS) based on the 1ISO 14000
standard, which has allowed strengthening its enwirental performance through the effective
application of the Company’s Sustainable Develogriaticy.

Disbursements made by the Company and its subgislias of December 31, 2007 related to investments
in production processes, verification and contrblcompliance with ordinances and laws relative to
industrial processes and facilities amount to ThU§380 and are detailed as follows:

2007 2006 2005
ThUS$ ThUS$ ThUuS$

Project
Environmental departMment ...............vuuetmmmmmmeesenniinnianneeeeeeeesesssamnneeeseenns 1,040 748 596
Risk and security management - - 424
Improvements in Maria Elena Camp — Streets .......ccccovvveeiviieceenieennnne, 436 296 -
DUSt @MISSION CONLIOL......eiiiiiiiiiiie et 76 823 962
Light NOrmMaliZation...........cooeeiiiiiiii e, 921 919 378
Improvement of MiNiNG OPErationS ............coueeieeiniirieen e - - 220
Environmental studies — Region | of Chile project..........cccccvvveeeenennnn. - 605 -
Maria Elena environmental StUAIES ..........coeeeeeeeveiiieiiiiieeee e 1,007 870 -
Normalization of lighting at FFCC yard, PV Mill ..............oooviiiiiieenenns 164 123 -
Equipment washing SYSIEM .........cuvviiiieeeei e e - 184 -
The Environment MOP/SOP 2 ........cooiiiii ettt 294 142 -
Construction of facilities for workers............. 292 279 -
Atacama salt deposit hydrological model.....co.eeveiiiiieieiiiiiiieenn, - 176 -
Environmental commitments in Region | of Chil€u.ee..ocooooiiiiiiiiiceen. 169 152 -
Waste pools R&R Lithium C. Plant .............ovimieieiiiieieneeene s 2,073 - -
Salar (Salt deposit) environmental follow-up plan.............ccccooevvvieenns 2,272 - -
Handling of household and industrial waste .....c.c......ccccocvemrivveeeneeennn. 917 25 -
Environmental evaluation.............cooe i eeee e 194 21 -
Elimination of PCB eqUIPMENt ...........c..uvvtimmmmm e e eeseiininveeeee e e e e e e e e sennenes - 304 -
OtNEIS .ttt e e 325 1,175 811

1o ] = SRR 10,180 6,842 3,391
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Note 26 — Environmental Projects (continued)

Operations that use caliche as a raw material améed out in desert areas with climatic conditidimst
are favorable for drying solids and evaporatingitig using solar energy. Operations involving there

pit extraction of minerals, due to their low wattemineral ratio, generate remaining deposits shightly
alter the environment. During the extraction prgcasd subsequent crushing of ore, particle emission
occur, which is normal for this type of operation.

On August 10, 1994, the Ministry of Health publidha resolution under the Sanitary Code that
established that the levels of breathable partiplesent at the Maria Elena facility exceeded éwell
allowed for air quality and, consequently, affectied nearby city of Maria Elena. These particleinipa
come from the dust that results from caliche prsiogs particularly during the crushing processesro
leaching. Within the framework of a decontaminatiplan for this city and in accordance with its
Sustainable Development Policy, the Company hademmgnted a series of measures that have shown
notable improvement in air quality at Maria ElemaQOctober 2005, the company obtained approval from
the environmental authorities for a project entiti@echnological Change at Maria Elena”. The openat

of this project will facilitate the reduction of pigle emissions, as required by the new envirortaien
standard, which is estimated to go into effectmythe second half of 2008. The Company is requgsti
from CONAMA, the environmental authority, certaidj@stments to the particle emissions reduction
timeline that is currently considered in the deeamhation plan, in order to allow consistency wiitie
degree of completion of the “Technological Chang®laria Elena” project.

In addition, for all its operations, the Companyries out environmental follow-up and monitoringupé
based on specialized scientific studies, and it ptswides an annual training program in environrakent
matters to both its direct employees and its catdra’ employees. Within this context, SQM enteired

a contract with the National Forestry CorporatigdBONAF) aimed at researching the activities of
flamingo groups that live in the Salar de Atacaagobns. Such research includes a population cdunt o
the birds, as well as breeding research. Enviromash@monitoring activities carried out by the Compant

the Salar de Atacama and other systems in whiopetates are supported by a number of studies that
have integrated diverse scientific efforts from gpigious research centers, including Dictuc from
Pontificia Universidad Cat6lica and the School gfridultural Science of Universidad de Chile.

Furthermore, the Company is performing significamtivities in relation to the recording of Pre-
Columbian and historical cultural heritage, as vesllithe protection of heritage sites, in accordavite
current Chilean laws. These activities have begeaally performed in the areas surrounding Maria
Elena and the Nueva Victoria plant. This effortbing accompanied by cultural initiatives withireth
community and the organization of exhibits in loaatl regional museums.

As emphasized in its Sustainable Development Poltbg Company strives to maintain positive
relationships with the surrounding community, adlvae to participate in community development by
supporting joint projects and activities which hélpimprove the quality of life for residents. Fibis
purpose, the Company has focused its efforts owites$ involving the rescue of historical heritage
education and culture, and development, and inrdoddo so, it acts both individually and in conjtion
with both private and public entities.
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Note 27 — Significant Events

On March 21, 2007, the Company informed the Supamdency of Securities and Insurance (SVS) that
the Board of Directors of Sociedad Quimica y MindeaChile S.A. at its meeting held on March 20,
2007, unanimously agreed to propose the paymeatdifidend for a sum of US$ 0.34874 per share to
those shareholders of SQM who were registered thghShareholders’ Registry during the fifth bustes
day prior to the date of payment of this dividend.

Note 28 — Subsequent Events

Management is not aware of any significant subseigesents that have occurred after December 317 #G4
may affect the Company’s financial position or ihierpretation of these financial statements.

Note 29 — Differences between Chilean and Unitede@¢s Generally Accepted Accounting Principles

Accounting principles generally accepted in Chilgryvin certain important respects from accounting
principles generally accepted in the United Statesch differences involve certain methods for meag
the amounts shown in the financial statements,adlsas additional disclosures required by US GAAP.

The principal differences Between Chilean GAAP dh8 GAAP are described below together with
explanations, where appropriate, of the method irsélde determination of the adjustments that affext

income and total shareholders’ equity. Referencelew to “SFAS” are to Statements of Financial
Accounting Standards issued by the Financial ActingrStandards Board of the United States of Anaeric

The preparation of financial statements in conftyrmith Chilean GAAP, along with the reconciliatido US

GAAP, requires management to make estimates anchptiens that affect the reported amounts of assets
liabilities, disclosures of contingent assets dadillties as of the date of the financial stateteesind the
reported amounts of revenues and expenses dugngplorted period. Actual results could differ frtmse

estimates.

l. Differences in measurement methods

The principal methods applied in the preparatiorth&f accompanying financial statements, which have
resulted in amounts that differ from those that ldchave otherwise been determined under US GAA®, ar
as follows:

a) Revaluation of property, plant and equipment

As described in Note 2j), certain property, pland @quipment are reported in the financial statésah
amounts determined in accordance with a technjmadagsal performed in 1988. US GAAP does not allow
the revaluation of property, plant and equipmehte €ffects of the reversal of this revaluationywa$i as of
the related accumulated depreciation and depreniatiarge for each year are set-forth under pgoadrg
below.
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Note 29 — Differences between Chilean and United &és Generally Accepted Accounting Principles
(continued)

b) Deferred income taxes

On January 1, 2000 the Company began applying TemhBulletin No. 60 (“BT 60”), and related
amendments, of the Chilean Association of Accoustatoncerning deferred income taxes. These
regulations require the recognition of deferredome taxes for all temporary differences arisingeraft
January 1, 2000, using the liability method. Pt@oimplementation of BT 60 and related amendmerts,
deferred income taxes were recorded under Chile®AFGIf the related timing differences were expected
to be offset in the year that they were projecteteverse by new timing differences of a similaiuna. In
order to mitigate the effects of not recording defd income taxes under the prior deferred incoaxe t
accounting standard, BT 60 provided for a periodrafsition whereby a transitional provision, a tcan
asset or liability (referred to as “complementarwas recorded, offsetting the effects of the defénax
assets and liabilities not recorded prior to Jandar2000. Such contra-assets or liabilities areréimed to
income over the estimated average reversal pedodssponding to the underlying temporary diffeesnc
to which the deferred tax asset or liability retate

For US GAAP purposes, the Company applies SFASA@®unting for Income Taxes, whereby income
taxes are also recognized using the same assdiahilily approach with deferred income tax assats
liabilities established for temporary differencestvieen the financial reporting basis and tax basithe
Company'’s assets and liabilities based on enaatechtes.

The primary differences between Chilean GAAP and ®SAP relate to the reversal of complementary
accounts and their amortization recorded in acauelavith the transition provisions of BT 60 as vadito
the recognition of the deferred income tax effddtd8 GAAP adjustments, the effect of which is smth
under paragraph | ) below. Additional disclosureguired under SFAS 109 are set forth under paphdia

b) below.

C) Translation of foreign currency financial statenents and price-level restatement

In accordance with Chilean GAAP, the financial etaénts of subsidiaries which do not maintain their
accounting records in US dollars, are translatechflocal currency to US dollars as described ineNaut).

For the purposes of reconciling to US GAAP, the @any applies SFAS 52 Foreign Currency Translation
(“SFAS 52"), which requires a functional currencgrtslation approach. Under SFAS 52 the Company has
determined that the US dollar is the functionalrency of all domestic and foreign subsidiaries.
Accordingly, financial statements of subsidiariedlich do not maintain their accounting records i U
dollars, are remeasured into US dollars, afteettmination of price-level adjustments, if any,faows:

(i) Balance sheet accounts:
« Monetary assets and liabilities are translateti@lear-end exchange rate; and

 Non-monetary assets and liabilities and sharehgldsguity are translated at historical
exchange rates.
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Note 29 — Differences between Chilean and United &és Generally Accepted Accounting Principles
(continued)

C) Translation of foreign currency financial staterments and price-level restatement (continued)

(i) Income statement accounts:

» Depreciation and amortization expense and otheousts derived from non-monetary
assets and liabilities are translated at historizi#s; and

« All other accounts are translated at monthly-avemrexchange rates, which approximate the
actual rates of exchange at the date the transaabiccurred.

Remeasurement gains and losses are included dethamination of net income for the period.

As described in the Note 2c) under Chilean GAARaditial statements of domestic subsidiaries that
maintain their records in Chilean pesos includea$ of the inflation (price-level restatement)Ghile.
Under US GAAP Chile does not meet definition ofttyginflationary economy and consequently effedts o
inflation accounting needs to be reversed.

The effect of eliminating price-level restatement ghe effects of translation of financial statetseof
subsidiaries that maintain their records in curienother than US dollar are included in paragraph
below.

d) Minimum dividend

As required by the Chilean Companies Act, unlebemtise decided by the unanimous vote of the hslder
of issued and subscribed shares, an open stockretign must distribute a cash dividend in an arhoun
equal to at least 30% of the company’s net incoaferk amortization of negative goodwill for eaclayas
determined in accordance with Chilean GAAP, unlaessl except to the extent the Company has
unabsorbed prior year losses. Since the paymetiteo80% dividend out of each year’s income is alleg
requirement in Chile, a provision has been maddhm accompanying US GAAP reconciliation in
paragraph | ) below to recognize the correspondiecrease in net equity at December 31 for eachfgea
the difference between 30% of net income and imtelividends paid during the year.

Net income related to the amortization of negatiw@dwill can only be distributed as an additional

dividend by the approval of the shareholders, arwbraingly, is not included in the calculation biet
minimum dividend to be distributed.
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Note 29 — Differences between Chilean and United &és Generally Accepted Accounting Principles
(continued)

e) Loans to employees

During 1989, 1995 and 2000, the Company loanedhénaggregate, ThUS$ 1,452, ThUS$ 8,224 and
ThUSS$ 6,435, respectively, at market interest ratesertain employees for the purpose of acquisimgres

of the Company in the open market. In accordandl WS GAAP, the remaining unpaid balance of such
loans, amounting to ThUS$ 127 and ThUS$ 253 at bee 31, 2007 and 2006, respectively, has been
treated as a reduction of shareholders' equity rymal@graph 1 ) below.

f) Staff severance indemnities

The Company has negotiated certain collective lairgh agreements with employees for staff severance
indemnities. Under Chilean GAAP the liability haeen recorded at the present value of the accrued
benefits which are calculated by applying a reacalnt rate to the benefit accrued over the estidnat
average remaining service period.

Under US GAAP, termination indemnity employee bésedfre accounted for in accordance with SFAS 87
and SFAS 158 consistent with that of a defined fiepension plan, measuring the liability by prdjeg

the future expected severance payments using ammasds salary progression rate, net of inflation
adjustments, mortality and turnover assumptions, discounting the resulting amounts to their presen
value using real interest rates. The effect of anting for the indemnities in accordance with USAFRAIs

set forth under paragraph | I) below.

Q) Derivatives and hedging

In June 1998, the Financial Accounting Standardar@dssued SFAS 13Bccounting for Derivative
Instruments and Hedging Activiti¢s$SFAS 133"). SFAS 133 requires that all of a @amy’s derivative
instruments be recorded in the balance sheetratdhie and that changes in a derivative instrutadair
value be recognized currently in earnings unlescifip hedge accounting criteria are met. Special
accounting for qualifying hedges allows a derivatinstrument's gains and losses to offset relasults on
the hedged item in the income statement, to thenéxsffective, and requires that a company mushédly
document, designate, and assess the effectivehassactions that receive hedge accounting.

The Company enters into forward exchange and ccyreption contracts principally to mitigate thekris
associated with maintaining certain accounts red®és in foreign currencies. The purpose of the
Company's foreign currency-hedging activities iptotect the Company from the risk that cash flovils

be adversely affected by changes in exchange ragsdting from the collection of receivables from
international customers. The effects of changdaimvalue of forward contracts and options areorded
both under Chilean GAAP and US GAAP in income.
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Note 29 — Differences between Chilean and United &és Generally Accepted Accounting Principles
(continued)

Q) Derivatives and hedging (continued)

The Company periodically uses interest rate anteogy swap agreements to manage interest ratemisk
its floating rate debt as well as foreign currenisk exposure. The Company entered into such ocistra
during 2006 and 2007 in order to hedge its riskosype related to bonds denominated in UF. Under
Chilean GAAP the swaps were designated as hedgstguiments. Under US GAAP the Company did not
meet the strict documentation and effectivenessntesequirements to qualify for hedge accounting.
Consequently change in the fair value of the swaptracts were recorded in income under US GAAP.
The effect of this difference on the net income ahdreholders’ equity of the Company is included in
paragraph | I) below.

In addition the Company entered during 2006 and/ 20 some forward contracts to hedge its exposure
to fluctuations between US dollars and Chilean pessociated with purchases of certain properantpl
and equipment on the Chilean market. Under Chil@AAP, the Company recorded this forward contract
at fair value and the related unrealized losse® wapitalized as additional cost of property, plamnd
equipment. For US GAAP purposes, the Company didapply hedge accounting and in consequence,
the unrealized loss on the forward contract has lveeorded in current earnings. The effect of this
difference is included in paragraph | 1) below.

h) Business combinations and goodwill

Under Chilean GAAP, goodwill is amortized over #simated period of return of the investment made.
Impairment tests are only performed if there isemidence of impairment. No impairment has been
recognized for any of the periods presented unitieereChilean GAAP or US GAAP.

For US GAAP purposes, the Company adopted SFASGB&Iwill and Other Intangible Assets (“SFAS
142"), as of January 1, 2002, and did not amorgiaedwill related to acquisitions made after June 30
2001.

The Company has performed the required annual imeait test, which did not result in any impairment.

The effect of reversing the amortization of goodlwilder Chilean GAAP is set forth under paragraph |
below.
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Note 29 — Differences between Chilean and United &és Generally Accepted Accounting Principles
(continued)

i) Negative goodwill

Under Chilean GAAP until December 31, 2003, negatjgodwill was calculated as the excess of the net
assets acquired in a business combination ovaetpective acquisition cost. Beginning JanuaryOD42

the Company adopted Technical Bulletin No. 72 ef @hilean Association of Accountants that changes
the basis for accounting for negative goodwillraducing the fair value of the acquired net asastthe
basis to be compared with purchase price in omdetermine goodwill or negative goodwill.

Negative goodwill recognized under Chilean GAAP gaserated on the acquisitions of SQM Salar S.A.,
Minera Mapocho S.A. and Minera Nueva S.A. Underl€2im GAAP, such negative goodwill was
capitalized as a credit to the balance sheet ahéireg amortized over a period of 10 years or dler
period in which related mining concessions are dizexd.

Under US GAAP, prior to the adoption of SFAS 14@gative goodwill was considered as a reduction of
the long-term assets of the acquired company, famariedit remained after reducing those assetgito,
negative goodwill was recorded and amortized oher period of expected benefit. The effects of
reversing goodwill recorded and its related amatiim, the recognition of the new basis of assats a
liabilities and subsequent depreciation and writiffgthe remaining balance of negative goodwill ae¢-
forth in paragraph | I) below as follows:

i-1: The reversal of negative goodwill amortizati@corded under Chilean GAAP;
i-2:  The effects of reducing depreciation expedse to the allocation of the excess purchase price
to property, plant and equipment.

) Capitalized interest

In accordance with Chilean GAAP, only those legdites that have financial expenses may capitalize
interests on debt related to property, plant, egeipt under construction and other projects. Pa&03

the Company did not capitalize interest to acquisitost of property, plant and equipment.

Under US GAAP, the capitalization of interest onalifying assets under construction is required,
regardless of whether interest is associated wiht dlirectly related to a project. The accounting

differences between Chilean and US GAAP for cag##ibn of interest costs prior to 2003 and thatesd
depreciation expense are included in the recoticiido US GAAP under paragraph | I) below.

k) Minority interest

The effects on the minority interest of the US GAA8justments in subsidiaries that are not wholly-
owned by the Company have been reflected in Mindmierest and are included in paragraph I I) below
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Note 29 — Differences between Chilean and United &&s Generally Accepted Accounting Principles

(continued)
l.

) Effects of conforming to US GAAP

The adjustments to reported net income requiredndorm to US GAAP are as follows:

For the years ended December 31,

2007 2006 2005
ThUS$ ThUS$ ThUS$
Net income in accordance with Chilean GAAR...........cccccovviiiieei e 180,021 141,277 113,506
Revaluation of property, plant and equipment (P&RIg @) .........cocevrrvvveeen. 4,288 4,174 2,132
Deferred income taxes (paragraph b) ........coceeeeveeiiiiiiiiiiiiiieeneeeeeeeeee, 5,483 4,021 2,236
Translation of foreign currency financial statensefmaragraph c)............... 9,507 (576) 8,994
Staff severance indemnities (paragraph f) .. ceeveevveeiiiiiciicciiinienneeen.. (1,406) (484) (836)
Derivatives (paragraph Q) .......eeeeeeeee oo (4,821) 4,432 1,483
Goodwill (paragraph N) .........cveeieoiiie e 2,252 1,950 1,718
Negative goodwill (paragraph i) ...........eee o eeeeeereeeeesen i eeeee e
i-1: Reversal of negative goodwill amortipati............cccccvvveeeeeeiiiienns - (68) (203)
i-2: Depreciation of property, plant and gguoent ...............cccceeeevvneen. 113 113 113
Capitalized interest (paragraph ) ..........ccoemmmeeeeeeeeeeieseciee e (92) (92) (92)
Minority interest (paragraph K) .........c.oveeccomereeieniieee e (3,752) 172 (3,576)
Deferred income tax effect of the above US GAARIsihents
(paragraph B) ... 1,074 (656) (272)
Net income under US GAAPR.........oeiieee e 192,668 154,264 125,204
Other comprehensive income (loss), net of tax:
Minimum pension liability adjustment..........cccccoooooiiiiiiiiiiieii, (141) - 792
Translation adjuStMENt...........coeeeei e iceeeeee e 356 (24) -
Total comprehensive income under US GAAR.............ccccccvvvvvveeeen. 192,883 154,240 125,996
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Note 29 — Differences between Chilean and United &és Generally Accepted Accounting Principles
(continued)

)] Effects of conforming to US GAAP (continued)

The adjustments required to conform shareholdgtstyeamounts under Chilean GAAP to US GAAP are
as follows:

As of December 31,

2007 2006
ThUS$ ThUS$

Shareholders’ equity in accordance with Chilean GAR..............cceveviiiiiiiiiiiies 1,182,43€¢ 1,085,949
Revaluation of property, plant and equipment: ggeaiph a)

a-1: Property, plant and equipMENt........ccoviiriieeiiiiiieeceee e (133,309) (133,309)

a-2: Accumulated depreCiation ............. .o eerreeereeeeeeeseiseiiirrreereeeeeeseeenans 107,731 103,444
Deferred income taxes (paragraph D) ........coocceeeeeeeioiriiieeiniiieeen e ees e (17,144) (22,627)
Translation of foreign currency financial statensefmaragraph c)

c-1: Property, plant and equipmeNt..........coeeeeeieee e (3,745) (2,160)

C-2: Accumulated depreCiation ............. . cccccrreeeeeeeriieii e e e e e aeaeaeeens 1,797 1,104

Lo [0 1YY o1 o ] Y SRR (3,035) (364)

C-4: GOOAWIIl, NEL ...ttt e (302) (335)

C-5: Other @SSELS.....uuuiiiiiiiiiiie e eeeerre e e e e e e s (103) -
Minimum dividend (paragraph d) ............oecemmmmereere i (54,006) (42,383)
Employer loans used to purchase shares (paragfaph.e........ccccceeveiiiiiiiiiiiiiiiinnnenns (127) (253)
Staff severance indemnities (paragraph f) . oo eeeeee e ieiccciiie e (6,816) (5,409)
Derivatives (paragraph g) (389) 4,432
Goodwill (paragraph h)..........ccvvveeeee. 8,015 5,763
Negative goodwill: (paragraph i)

i-1: Property, plant and eqUIPMENL..........commmeeeeeeeeiiiieiieeieeii e (4,447) (5,084)

i-1: Accumulated depreciation of property, plantl @guipment...........ccccccvvveenn... 2,023 1,910

i-2: Negative gOOAWIll...........uuuuueee s e s e e e e e e e e ae e e e e e ereeeeeneeeeeees 4,447 5,084

i-2: Accumulated amortization of negative goodwill..............cccvveveeeeeienniiiiinnns (3,156) (3,156)
Capitalized interest (paragraph ) ..........ccueeemeeeeeeeeeeie e e e

j-1: Property, plant and eqUIPMENL..........commmmeeeeeeeieiiiiiiiiieeee e e e e e e seneens 1,643 1,643

j-2: Amortization of capitalized iINterest ......ccccvvvviiievieieee e, (365) (274)
Effect of minority interest on US GAAP adjustme(paragraph K) ...........cccceeeevvnennen. 1,966 614
Deferred income tax effect of the above US GAARisiiipents (paragraph b)............. 1,007 (67)

Shareholders' equity in accordance with US GAAP........ccccccveeeeeeiiiiccciiiiiee, 1,084,12. 994,522
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Note 29 — Differences between Chilean and United &&s Generally Accepted Accounting Principles
(continued)

)] Effects of conforming to US GAAP, continued

The changes in the Shareholders’ equity accounésrdamed under US GAAP are summarized as follows:

ThUS$

Balance at January 1, 2005..........cuuviiieiiiiiiiiiiieeeee e s 856,871
Reversal of accrued minimum dividend at Decembe@B8@3...............ccceeeeeeeeeeennn. 22,270
Distribution of final 2003 dividend...........cccccee i (48,118)
Accrued minimum dividend at December 31, 2005..........cccooveeiiiinieiinniieeee e (383)
Employer loans used to purchase shares.......ccccccceeviiiiiiiiiieccee e, 476
Other cOmMPrenensive INCOME..........vviii et e e 792
NEt iNCOME fOr the YA .....cccii i 125,204

Balance at December 31, 2005..........cooiuiiiiiiiiieiee e 923,442
Reversal of accrued minimum dividend at Decembe@B8@5.............cccceveeevereeeennnn. 34,053
Distribution of final 2005 dividend............ccccoo oo (73,647)
Accrued minimum dividend at December 31, 2006........ccccceveeeeeviiiiiiiniiiieeneeeeeenn, (333)
Employer loans used to purchase Shares...........ccccocveieiiiiiei e 35
Other comMpPrenNeNSIVE INCOME.......iiiiii it (1,242)
Net iNCOME fOr the YEAI..........ueiiiieiieiii e 154,264

Balance at December 31, 2006..........cccoiiurieiaiiiiiieee e sreee e 994,522
Reversal of accrued minimum dividend at Decembe@BQ6...............ccceveeeerrnneennn. 42,383
Distribution of final 2006 dividend...........ccccciiiiiiiiiiii e (91,787)
Accrued minimum dividend at December 31, 2007.....ccccccevveeeeeeiiiiiiiiniiiieeeeeeeenn, (6a6)
Employer loans used to purchase shares.......cccccceeeviviiiciiiiiiiicee e, 126
Other COMPreNENSIVE 0SS .....uvvviiiiii e 215
Net inCoOmMe fOr the YEAI...........viiiiiiiii e 192,668

Balance at December 31, 2007.........cccuiiumieeaiiiiiiee e 1,084,121
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Note 29 — Differences between Chilean and United &és Generally Accepted Accounting Principles
(continued)

II.  Additional Disclosure Requirements

The following disclosures are not generally reqlirer recommended for presentation in the financial
statements under Chilean GAAP, but are requireeub® GAAP:

a) Earnings per share

2007 2006 2005
(Expressed in US dollars)
Basic and diluted earnings per share under ChiB®AP ........................ 0.68 0.54 0.43
Basic and diluted earnings per share under US GAAP...............ccoc.. 0.73 0.59 0.48
Dividends declared per share (1)..........cuuueeeeerieeeeiiriiiiiiiiie e 0.44 0.35 0.28
Weighted average number of common shares outstafitiousands)...... 263,197 263,197 263,197

(1) Represents dividends declared and paid inrdacce with Chilean GAAP.

The earnings per share data shown above is detdrbin dividing net income for both Chilean GAAP and
US GAAP purposes by the weighted average numbshafes of common stock outstanding during each
year. For the years presented the Company didawa bonvertible securities outstanding.

b) Income taxes
The provision for income taxes differs from the amibof income taxes determined by applying the

applicable Chilean statutory income tax rate tdgx@ccounting income on a US GAAP basis as atretul
the following differences:

2007 2006 2005
ThUS$ ThUuS$ ThUS$

Consolidated pretax income under US GAAP ....couueeeeeciiiiievieeeeeiiiiiiene 242,247 193,358 60,882
STATULOIY TAX TALE ....ceiiiiiieiiiiiiir e e eeeeeees 17% 17% 17%
Theoretical tax at StatULOry Fate........... oummmmseeereeieerieeeeeeeeerieeeeeereerinn.. 1,282 32,871 27,265
NON-dedUCHIDIE ITEMS......ooeiee e (1,433) 5,853 892
Difference in tax rates in foreign jurisdictions...............ccccvvvvvvvivvvinnnnn. 105 247 ,036
Valuation allOWANCE ..........uviiieieeei e e e e e e e e e e e eaeaeeeees 2,182 (4,420) 1,350

Total income tax under US GAAP ......oooiiiiiiiiiieeeeee e 42,036 51 30,563
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Note 29 — Differences between Chilean and United &s Generally Accepted Accounting Principles
(continued)

b) Income taxes (continued)

Deferred tax assets (liabilities) are summarizefbbews at December 31 under US GAAP.:

2007 2006
ThUS$ ThUS$
Deferred Tax Assets
Allowance for doubtful debts.............cccovcemeneenee. 1,940 2,408
Vacation accrual .............oooeevueeees e eeeeenes 1,872 1,411
Unrealized gains on sales of products................ 17,521 13,308
Provision for obsolescence ...........cooevvicceeemnnnn... 3,779 2,283
Tax loss carryforwards (1) ......ccccooeveeeeieemccccneeennn. 25,883 31,969
Fair value acquisition adjustments...................... 2,119 841
OthEr oo 9,238 6,202
Gross deferred tax assets.......ccoovcveeeeeeiienen. 62,352 58,422
Valuation allowancCe ............cccceeevvvves e eevneeens (38,217) (36,035)
Total deferred tax assets...........cccceeeeeviennnnn 24,135 22,387
Deferred Tax Liabilities
Production eXpenses .........ccccccvvveveeeicccennneneeenn, (20,535) (18,613)
Accelerated depreciation................oouveemmmae e veveeees (62,190) (61,046)
Staff severance indemnities ..............cceeeeeeeennnnn. (574) (876)
Exploration eXpenses..........cooevcevvvvvvmmccccc s eseennens (4,327) (4,712)
Capitalized iNterest .........ccccevvvvevei e (8,601) (7,284)
Gain from derivative transactions........................ (2,478) (935)
(@1 T O (1,679) (1,552)
Total deferred tax liabilities ...........ccceeeeeeeeiia (100,384) (95,018)

(1) The Company’s tax loss carryforwards were primag#yerated from losses incurred in Chile. In adaoce
with current laws, in Chile tax losses may be earforward indefinitely. In other countries taxdes usually
expire. For the years ended December 31, 2008 208 2005 the Company realized benefits from e u
of tax loss carry forwards amounting to ThUS$ 6,4MUS$ 9,037 and ThUS$ 3,541, respectively.

Tax loss carryforwards relate to the following ctoigs as of December 31.:

2007 2006
ThUS$ ThUS$
Chile . 22,625 29,180
Other COUNTHES.......ooivveiiiiiieeees e 3,258 2,789
B o] = 25,883 31,969
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Note 29 — Differences between Chilean and United és Generally Accepted Accounting Principles
(continued)

b)  Income taxes (continued)

The classification of the net deferred tax assedkliabilities detailed above is as follows:

2007 2006
ThUus$ ThUuSs$
Short-term (6,148) (5,406)
Long-term (70,101) (67,225)
Net deferred tax liabilitieS..........ccoceeviiiiiiiiininnn. (76,249) (72,631)

The provision for income taxes in accordance wihGAAP is as follows:

2007 2006 2005
ThUS$ ThUS$ ThUS$
Income tax expense under Chilean GAAP .......com 48,592 37,916 32,527
Additional deferred taxes under US GAAP ............. (1,048) 656 272
Reversal of complementary accounts.........coume.... (5,508) (4,021) (2,236)
Total tax provision US GAAP............cceeivivvieviiiiiiin, 42,036 34,551 30,563

US GAAP income (loss) before taxes related to Child foreign operations for the years ended Decembe
31, is as follows:

2007 2006 2005

ThUS$ ThUS$ ThUS$
CRIE e 246,251 215,036 134,411
FOTEIGN ... eceeme e (4,004)  (21,678) 25,971
TOMAL .o 242,247 193,358 160,382

The portion of current and deferred taxes thattedldo Chile and foreign operations for the yeardeel
December 31 in accordance with US GAAP is as fadtow

2007 2006 2005
Deferred Current Total Deferred Current Total Deferred Current Total
ThUS$ ThUS$  ThUS$ ThUS$  ThUS$ ThUS$ ThUS$ ThUS$  ThuS$
Chile....... 3,554 36,010 39,564 9,469 22,263 31,732 (5,777) 5333, 27,760
Foreign.. 264 2,208 2,472 285 2,534 2,819 (1,088) 3,891 2,803
Total....... 3,818 38,218 42,036 9,754 24,797 34,551 (6,865) 4287, 30,563
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Note 29 — Differences between Chilean and United és Generally Accepted Accounting Principles

(continued)

c)  Other comprehensive income

In accordance with SFAS No. 1&Reporting Comprehensive Inconiee Company reports a measure of all
changes in shareholders’ equity that result fraangactions and other economic events of the petivet
than transactions with owners (“comprehensive inedm Comprehensive income is the total net income

and other non-owner equity transactions that resubanges in net equity.

The following represents accumulated other comprsilte income balances, net of tax, as of December 3

2005, 2006 and 2007:

Beginning balance .............ccccoeeiiieeneennen,
Translation adjustment ..................ovvvveeeeeee..

Minimum pension liability adjustment

Net change........ccccovviieii e
Ending balance ...........cccccoiiiiiiv e

Beginning balance .............ccccoeiiiieeneennen.
Translation adjustment ..................ovvvveemeeee..

Minimum pension liability adjustment

Net change ..o
Ending balance .........cccccciiiiiiiiiieeeee,

Beginning balance ...,
Translation adjustment ................occcvieeeeenns

Minimum pension liability adjustment

Netchange.........ccccvvviiviiiii e
Ending balance ...........cccccoiiiiiis e

Year ended December 31, 2005
Before-tax Tax (expense Net-of-tax

amount or benefit amount

ThUS$ ThUS$ ThUS$
..................... (1,274) 482 (792)
................... 1,274 (482) 792
..................... 1,274 (482) 792

Year ended December 31, 2006
Before-tax Tax (expense Net-of-tax

amount or benefit amount

ThUS$ ThUS$ ThUS$
..................... (24) - (24)
................... (1,218) - (1,218)
..................... (1,242) - (1,242)
..................... (1,242) - (1,242)

Year ended December 31, 2007
Before-tax Tax (expense Net-of-tax

amount or benefit amount

ThUS$ ThUS$ ThUS$
..................... (1,242) - (1,242)
..................... 356 - 356
................... (141) - (141)
..................... 215 - 215
..................... 1,027 - 1,027
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Note 29 — Differences between Chilean and United és Generally Accepted Accounting Principles
(continued)

d) Credit agreements

The Company had renewable credit lines for shemte)S-dollar borrowings with various Chilean and
foreign banks totaling, in the aggregate, US$580aniand US$ 622 million as of December 31, 206d a
2006, respectively. There were US$ 580 million &g 564 million available as of December 31, 2007
and 2006, respectively. Of the US$ 580 million &lde as of December 31, 2007, the Company had US$
130 million under two committed credit line agreensewith local banks, for which the Company paid
commitment fees.

e) Lease commitments

The Company leases office facilities by way of pitz lease payable in installments through 201ith &
bargain purchase option at the end of the lease.

Minimum lease payments under the capital leaseesmaded in Other accounts payable and are asvillo

Minimum
lease

payments

Year ended December 31, ThUS$
2008 ..ot ————— ettt a e ntba e e nnae e e 315
2009 .. ———————— ettt nae e e 315
20 O R 314
2001 i ——————— 1ttt nnae e 183
Total future minimum lease payments.......ccccccveeviiveeeennns 1,127
L1 =] PR (153)
Present value of net minimum lease payments................ 974
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Note 29 — Differences between Chilean and United és Generally Accepted Accounting Principles
(continued)

e) Lease commitments (continued)

SQM Salar S.A., a consolidated subsidiary of then@any, entered into a contract with a government
agency (Corfo) for the rental of land for the puspaf exploration and exploitation of certain maisr
Rental payments are stated in US dollars and aezrdmed based on actual mineral sales through 8030
accordance with rates specified in the agreeméddsed on the agreement the Company paid ThUS$
13,959, ThUS$ 9,193 and ThUS$ 6,752 in 2007, 20@b 2005 respectively, including the minimum
annual rental, which was ThUS$ 4,759, ThUS$ 4,54d@ &hUS$ 4,172 for 2007, 2006 and 2005,
respectively. Future estimated minimum annualaisrdre as follows:

Minimum
annual
rentals

Year ended December 31, ThUS$

5,061
5,061
5,061
5,061
5,061
91,101
116,406

As of December 31, 2007, SQM Salar S.A. has acduetthe royalty fee payment of ThUS$ 3,643 related
to the rental agreement maintained with Corfo.

f) Concentration of credit risk

Financial instruments, which potentially subjea thompany to significant concentrations of credit,r
consist principally of cash, investments and trackunts receivable.

The Company maintains cash and cash equivalentketable securities, and certain other financial
instruments with various financial institutions.eBe financial institutions are located in Chile atider
parts of the world, and the Company’s policy isigiesd to limit exposure to any one institution. The
Company performs periodic evaluations of the redatiredit standing of these financial instituticas
part of the Company's investment strategy.

Concentrations of credit risk with respect to tradeounts receivable are limited because of thgelar
number of entities comprising the Company's custdmase and their dispersion around the world. The
Company'’s policy is to require collateral (suchleters of credit, guarantee clause or others)aand/
maintain credit insurance for certain accountsessied necessary by management.
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Note 29 — Differences between Chilean and United és Generally Accepted Accounting Principles
(continued)

g) Foreign exchange gains and losses

For US GAAP presentation purposes, the net foreighange gains and losses on transactions in foreig
currencies and UF amounted to ThUS$ 10,885, Th2$EB9) and ThUS$ 5,391 in 2007, 2006 and 2005,
respectively.

h) Advertising and research and development costs

Advertising costs are expensed as incurred and atfedto ThUS$ 1,670, ThUS$ 1,699 and ThUS$

1,389 for the years ended December 31, 2007, 200@@05, respectively.

Research and development costs are expensed agthand amounted to ThUS$ 2,843, ThUS$ 2,429
and ThUS$ 2,480 for the years ended December 3, 2006 and 2005.

)] Business combinations and goodwiill

As described in paragraph | j) above the Compaptd SFAS 142 as of January 1, 2002, SFAS 142
applies to all goodwill and identified intangiblesets acquired in a business combination.

Changes in goodwill under US GAAP in the years dridecember 31, 2006 and 2007 are summarized as
follows:

ThUS$
Balance at 31, 2005 ..........cccooeeiieiiien e 29,103
Goodwill on acquisition of DSM business............... 11,373
Sale of Fertilizantes Olmeca................ccommmmreevveernn. (279)
Translation adjustment...........ccccooevevieesmmeseiveeeeen, 52
Balance at December 31, 2006............... coccmmmmnrnee 40,249
Translation adjustment............c.covvvevieemmeseveeeeeen, 86
Balance at December 31, 2007.............cscmmmeee e eenens 40,335
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Note 29 — Differences between Chilean and United és Generally Accepted Accounting Principles
(continued)

)] Reclassification differences between Chilean GAAPna US GAAP

(i) Non-operating income and expense under US GAAPulzatd in accordance with Chilean
GAAP

The following reclassifications are required to fmsm to the presentation of Chilean GAAP
income statement information to that required urld8r GAAP. The reclassification amounts are
determined in accordance with Chilean GAAP.

2007 2006 2005
ThUS$ ThUS$ ThUS$
Non-operating income under Chilean GAAP ..o, 25,948 19,293 16,433
Less:
Sale of MiNiNg CONCESSIONS ......cccceeeiieeeeeeeieeee e 399 1,252 298
Sale of material and ServiCes ..........cccovvvvcviiiiieiiiineeeeeeen 369 75 438
INSUFANCE FECOVEIES ...cceiiiiiiiiiiiiet ettt 275 307 213
Write-off of llabilitieS............eeiiiiiieee e 335 238 2™
Payment discount obtained from supplierS .cccce.............. 458 690 1,026
Rental of property, plant and equipment......ccccceeeeeeeee..n. 958 1,023 1,015
Compensation obtained from third parties...................... 524 1 737
Other INCOME ... 2,013 125 1,899
Non-operating income as classified under US GAAR, b
calculated in accordance with Chilean GAAP........... 20,617 14,456 8,603
Non-operating expenses under Chilean GAAP ................. 53,032 55,341 50,755
Less:
Sales of material and SEerviCes ..........cceeccecevievicciivvinennnn. - 630 -
Work disruption EXPENSES ........cooevueee o s e evvinrveereeaaaeens 844 1,534 584
Increase in allowance for doubtful debts ..cue.eeeeviuvneeenn. - 129 151
Non-capitalizable exploration project expenses.............. 16,528 12,087 13,489
NON-recoverable taXesS ........cooievieisceeeee e 669 542 647
Provision for legal expenses and litigationS .ce................. 523 1,010 7,986
Change of discount rate for staff severance indéesni
01 (0 1Y/ 1= (o o SO - - 678
Allowances for materials, spare parts and supplies........ 4,925 2,055 1,188
CONSUItING SEIVICES ...eeveeeieieiciiieeie e e e e e e e e e e e e - 281 314
(0] = {0 £ - 458 896
PeNAItIES ...t - - 238
Suppliers’ CoOMPENSALIONS .........c.covureermmmmmmereeeeeseireeeennnes 1,575 - -
Accrued expenses related to energy tariff adjustsnen.............. 2,066 2,500 -
Other EXPENSES .....uuuiiiiiiieiee e e e e e eeeereraeeee s 3,624 1,668 ,570
Non-operating expense as classified under US GAAP,
calculated in accordance with Chilean GAAP........... 22,278 32,447 23,014
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Note 29 — Differences between Chilean and United és Generally Accepted Accounting Principles
(continued)

)] Reclassification differences between Chilean GAP and US GAAP (continued)
(i) Condensed financial statements under US GAAP

The following are summarized balance sheets ofGbmpany using a US GAAP presentation and
amounts determined in accordance with US GAAP:

As of December 31,

2007 2006
Assets ThUS$ ThUS$
CUIrent asSetsS........ccccvvrvieeeieiee e 900,593 849,958
Property, plant and equipment..............cceecceeee. 1,655,970 1,507,568
Accumulated depreciation ................covvveevemennnns (701,582) (623,768)
Property plant and equipment, net.................... 954,388 883,800
GOOAWIIL ... s e 40,335 40,249
Other assetsS........cveiiiiiiii e 64,301 72,019
Total aSSetS ...eeeeeevieeeeeeee e 1,959,617 1,846,026
Liabilities and shareholders’ equity
Current liabilities ...........ccovvveiiiiiiiis e 246,163 241,210
Long-term liabilities............ccoeeiiiii e, 585,300 571,695
MinOrity INtEreSt.........ccvvvvvvviiiriiiiiimmmme e eeeeeeeeee, 44,033 38,599
Shareholders’ equUIty ........ccccceeeeeiiiiineeeeeneeeenn, 1,084,121 994,522
Total liabilities and shareholders’ equity. 1,959,617 1,846,026
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Note 29 — Differences between Chilean and United és Generally Accepted Accounting Principles
(continued)

)] Reclassification differences between Chilean GAP and US GAAP (continued)

The condensed consolidated statements of incomeh&iyears ended December 31 under US
GAAP and classified in accordance with US GAAP mesented as follows:

For the years ended December 31,

2007 2006 2005
Operating income ThUS$ ThUS$ ThUuS$
SAIES . 1,187,527 1,042,886 895,970
CoSt Of SAIES....ceevveeee e (880,272) (767,679) (670,213)
GrOSS MArQiN . ...ccvvvvvereiniiiiieessemmmmmeeeeeeeaenns 307,255 275,207 225,757
Selling and administrative expense.............. (70,273) (69,662) (61,878)
Operating iNCOME .......cceveeeeeiiiiiiriceeen e 236,982 205,545 163,879
Non-operating income (expense), het.......... 1,699 (14,139) (6,093)
INCOME tAXES ...evveeieeieeeeeeie e s e (42,036) (34,551) (30,563)
Minority INterest..........vevvvviieeresiireee e, (7,544) (4,543) (4,615)
Equity participation in income of related
COMPANIES, NEL....eeiiiiiieeeie e 3,567 1,952 2,596
Net inCoOMEe ... 192,668 154,264 125,204
Other comprehensive income (loss), net of
tax:
Minimum pension liability adjustment........... (141) - 792
Translation adjustment ...........cccoeeeeeesiemmmmeen, 356 (24) -
Deferred gain from sale of swap................... - - -
Total comprehensive income under US
GAAP . 192,883 154,240 125,996
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Note 29 — Differences between Chilean and United &&s Generally Accepted Accounting Principles
(continued)

k)  Industry segment and geographic area information

The Company provides disclosures in accordance @RAS 131,Disclosures About Segments of an
Enterprise and Related InformatidhSFAS 131"), which establishes standards for répg information
about operating segments in annual financial statésnas well as related disclosures about procuuds
services and geographic areas. Operating segmentiefined as components of an enterprise abaghwh
separate financial statement information availablevaluated regularly by the chief operating deais
maker in making decisions about allocating res@ieted assessing performance. In accordance witlsSFA
131, the Company has five segments, which are isptt geographical areas: Chile, Latin America and
Caribbean except Chile, Europe, USA, and Asia aheéroIn addition, the Company evaluates also its
performance by the following group of products: Spky Plant Nutrition, lodine and Derivatives, hitim

and Derivatives, Industrial Chemicals and PotassiDinforide and Other Commodity Fertilizers. The
accounting policies of each segment are the samihcs® described in the “Summary of Significant
Accounting Policies” (Note 2). The following segnménformation is presented in accordance with US
GAAP reporting requirements; however, the amoumtgehbeen determined in accordance with Chilean

GAAP.

(i)  Sales by product type and by geographic ave¢he years ended December 31, 2007, 2006 and 2005

Latin America

and North Asia
Year ended December 31, 2007 Chile Caribbean (1) Europe America and other  Eliminations Total
ThUS$ ThUS$ ThUS$ ThUS$ ThUS$ ThUS$ ThUS$

Total revenues:
Specialty plant nutrition................ 157,14¢ 127,27¢ 240,98: 192,83( 84,50¢ (221,982 580,761
lodine and derivatives.................. 167,18¢ 7,584 144,977 157,53( 63,35: (325,530 215,103
Lithium and derivatives................ 631 2,621 152,99: 66,70¢ 72,651 (115,814 179,790
Industrial chemicals..................... 3,027 14,69 95,282 88,26¢ 19,801 (139,881 81,190
Potassium chloride and other
commodity fertilizers (2)............... 334,00¢ 13,457 (5,519 3,64t 12,54¢ (227,457 130,683

LI ] = | R 662,00: 165,631 628,71°¢ 508,97¢ 252,86: (1,030,664 1,187,527
Transfers between geographic

areas:
Specialty plant nutrition................ 33,102 13,17¢ 95,01¢ 62,424 18,26¢ (221,982 -
lodine and derivatives.................. 166,24+« - 59,011 78,73¢ 21,53¢ (325,530 -
Lithium and derivatives................ 260 - 69,40¢ 28,22¢ 17,917 (115,814 -
Industrial chemicals.................... 1,322 2,77¢€ 58,891 61,29¢ 15,58¢ (139,881 -
Potassium chloride and other
228,18¢ 2334 (14,456 2,314 9,07€ (227,457 -
429,117 18,28¢ 267,87¢ 233,00( 82,38¢ (1,030,664 -

Sales to unaffiliated customers:
Specialty plant nutrition 124,04¢ 114,10( 145,96¢ 130,40¢ 66,241 - 580,761
lodine and derivatives.................. 945 7,584 85,96¢ 78,79 41,814 - 215,103
Lithium and derivatives................ 371 2,621 83,58¢ 38,48( 54,734 - 179,790
Industrial chemicals..................... 1,70t 11,91¢ 36,38¢ 26,96¢ 4,21z - 81,190
Potassium chloride and other
commodity fertilizers (2)............... 105,81¢ 11,122 8,937 1,331 3,47¢ - 130,683

TOtal.uuuvveiviiiiiiiiiii e 232,88¢ 147,34, 360,84( 275,97¢ 170,47¢ - 1,187,527

(1) Excludes Chile.

(2) Includes revenues from imported fertilizerdrifimited in Chile and Mexico and potassium chloride
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Note 29 — Differences between Chilean and United é&s Generally Accepted Accounting Principles

(continued)

k)  Industry segment and geographic area informatior(continued)

(i) Sales by product type and by geographic area éoyé¢tars ended December 31, 2007, 2006 and 2005

(continued)

Year ended December 31, 2006 Chile

Total revenues:

Specialty plant nutrition............
lodine and derivatives..............
Lithium and derivatives............

Industrial chemicals.................
Potassium chloride and other

Transfers between geographic
areas:

Specialty plant nutrition............
lodine and derivatives..............
Lithium and derivatives............

Industrial chemicals.................
Potassium chloride and other

commodity fertilizers (2)...........
B 0] 71 RN
Sales to unaffiliated customers:

Specialty plant nutrition

lodine and derivatives..............
Lithium and derivatives............

Industrial chemicals.................
Potassium chloride and other

(1) Excludes Chile.

Latin America

and North Asia
Caribbean (1) Europe America and other  Eliminations Total
ThUS$ ThUS$ ThUS$ ThUS$ ThUS$ ThUS$ ThUS$

114,14« 114,83¢ 203,44¢ 201,90¢ 78,54¢ (209,762) 503,116
165,81« 6,96E 159,78¢ 155,99: 68,651 (339,468) 217,737
46 1,422 95,342 49,651 83,78¢ (101,359) 128,888
..... 3,67E 12,79t 57,361 83,61¢ 11,55¢ (97,718) 71,284
301,67¢ 9,064 9,414 69,45¢ 8,15E (275,903) 121,862
585,352 145,08¢ 525,34« 560,62 250,697z (1,024,210) 1,042,886
25,902 11,487 66,20¢ 70,757 35,41( (209,762 -
163,94: - 66,927 74,93¢ 33,664 (339,468 -
- 8 39,33¢ 17,771 44,241 (101,359 -
..... 1,20€ 3,144 29,622 52,58¢ 11,161 (97,718 -
229,481 1,904 - 36,36< 8,15F (275,903
420,53 16,54% 202,09t 252,40¢ 132,631 (1,024,210 -

88,24: 103,351 137,23¢ 131,14¢ 43,13¢ - 503,116
1,871 6,96E 92,85¢ 81,05¢ 34,987 - 217,737
46 1,414 56,002 31,88( 39,54¢ - 128,888
..... 2,46¢ 9,651 27,73¢ 31,032 394 - 71,284

72,192 7,16C 9,414 33,09¢ - 121,862
164,82( 128,541 323,24¢ 308,21¢ 118,06! - 1,042,886

(2) Includes revenues from imported fertilizerdriimited in Chile and Mexico and potassium chloride
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Note 29 — Differences between Chilean and United é&s Generally Accepted Accounting Principles
(continued)

k)  Industry segment and geographic area informatior(continued)

(i) Sales by product type and by geographic area éoyé¢tars ended December 31, 2007, 2006 and 2005
(continued)

Latin America

and North Asia
Year ended December 31, 2005 Chile Caribbean (1) Europe America and other  Eliminations Total
ThUuS$ ThUS$ ThUuSs$ ThUus$ ThUus$ Thus$ ThUus$

Total revenues:
Specialty plant nutrition 135,864 114,055 267,572 194,050 55,468 (279,205) 487,804
lodine and derivatives...... 84,220 8,114 115,634 115,032 43,615 (217,511) 149,104
Lithium and derivatives 379 1,213 72,271 37,917 21,128 (51,548) 81,360
Industrial chemicals...................... 6,627 12,245 79,612 88,545 1,526 (118,073) 70,482
Potassium chloride and other
commodity fertilizers (2)................ 207,321 8,164 10,336 59,177 46 (177,824) 107,220

Total.....oooooveiiiii 434,411 143,791 545,425 494,721 121,783 (844,161) 895,970
Transfers between geographic

areas:
Specialty plant nutrition................ 47,722 9,155 131,279 72,551 18,498 (279,205) -
lodine and derivatives.................. 82,766 460 60,481 56,318 17,486 (217,511) -
Lithium and derivatives................ 12 52 38,180 12,132 1,172 (51,548) -
Industrial chemicals...................... 1,931 4,229 53,372 57,337 1,204 (118,073) -
Potassium chloride and other -
commodity fertilizers (2)................ 145,894 1,708 3,817 26,376 29 (177,824)

Total.....ooooeeeeiieieee 278,325 15,604 287,129 224,714 38,389 (844,161) -
Sales to unaffiliated customers:
Specialty plant nutrition................ 88,142 104,900 136,293 121,499 36,970 - 487,804
lodine and derivatives.................. 1,454 7,654 55,153 58,714 26,129 - 149,104
Lithium and derivatives................ 367 1,161 34,091 25,785 19,956 - 81,360
Industrial chemicals...................... 4,696 8,016 26,240 31,208 322 - 70,482
Potassium chloride and other -
commodity fertilizers (2)................ 61,427 6,456 6,519 32,801 17 107,220

Total......ooooeeieiiie 156,086 128,187 258,296 270,007 83,394 - 895,970

(1) Excludes Chile.
(2) Includes revenues from imported fertilizerdritimited in Chile and Mexico and potassium chloride
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Note 29 — Differences between Chilean and United é&s Generally Accepted Accounting Principles

(continued)

k) Industry segment and geographic area information{continued)

(i)  Other segment information as of and for tleass ended December 31, 2007, 2006 and 2005:

Latin
America Asia
As of and for the year ended and North and other  Eliminations
December 31, 2007 Chile  Caribbean  Europe America Total
ThUuS$ ThUuS$ ThUS$ ThUuS$ ThUS$ ThUS$ ThUuS$

Production facilities (1):
Pedro de Valdivia..........ccoeveee..... 74,036 - - - - - 74,036
Maria Elena.......cccooeeeeviiivvieiieenn. 156,484 - - - - - 156,484
COYa SUS .oviiiiiecieeciie e 106,771 - - - - - 106,771
Pampa Blanca........c..cccceeevveennene.. 4,069 - - - - - 4,069
Nueva Victoria...........coevveeeecreree s 104,758 - - - - - 104,758
Salar de Atacama.........cc.c.cceennee 250,577 - - - - - 250,577
Salar del Carmen.......ccccccvvveeeennn. 43,997 - - - - - 43,997
OthErS ..o 6,822 - - 21,440 5,970 (4,865) 29,367

Sub-total production facilities.... 747,514 - - 21,440 5,970 (4,865) 770,059
Port facility (1)....cccccoeevveeeiieeerieenne. 39,038 - - - - - 39,038
Other property, plant and
EqUIPMENT ...cvveeiieeiee e e 155,065 - - - - 7,839 162,904
Assets of commercial locations.... 7,615 1,450 2,813 2,867 566 (1,274 14,137
Investments in related companies 1,221,498 15,659 24,035 36,450 - (1,273,707) 23,935
GOOAWIll ... 23,844 108 10,284 - - - 34,236
Other non-current assets (2)........ 353,743 - 6 1,675 - (317,369) 38,055

Total long-lived assets.............. 2,548,317 17,217 37,138 62,432 6,536 (1,589,276) 1,082,364

Expenditures on long-lived assets 175,910

Export by region...........cccccceeeene -

57 205 1,838

139,242 241,097 217,116

18 - 178,028

189,897 - 787,352

(1) The Company’s principal production facilities amcdted near its mines and extraction facilitiesmanthern Chile. The
following table sets forth the principal productitailities as of December 31, 2007, 2006 and 2005:

Location: Products:

Pedro de Valdivia Nitrate and iodine production

Maria Elena Nitrate and iodine production

Coya Sur Nitrate and iodine production

Pampa Blanca Concentrated nitrate salts and iqutguction

Nueva Victoria lodine production

Salar de Atacama Potassium chloride, lithium chirpotassium sulfate and boric acid
Salar del Carmen Lithium carbonate and lithium lyéie production

Tocopilla Port facilities

(2) Inall tables in the segment disclosure thiggory includes principally assets that may naadsgned to production facilities
and investments held by holding entities within gineup.
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Note 29 — Differences between Chilean and United é&s Generally Accepted Accounting Principles

(continued)

k)  Industry segment and geographic area informatior(continued)

(i)  Other segment information as of and for tleass ended December 31, 2007, 2006 and 2005:

Latin
America Asia
As of and for the year ended and North and other  Eliminations
December 31, 2006 Chile Caribbean  Europe America Total
ThUS$ ThUS$ ThUS$ ThUS$ ThUS$ ThUS$ ThUS$

Production facilities (1):
Pedro de Valdivia............ccccc....... 75,28( - - - - - 75,280
Maria Elena..........cccoovveviiiiceennes 147,08( - - - - - 147,080
COYa SUM ..o 93,32( - - - - - 93,320
Pampa Blanca ...........ccccvveeeennnnn. 3,41C - - - - - 3,410
Nueva Victoria..........coccvveernrerenin 112,88( - - - - - 112,880
Salar de Atacama..........cccceeeernee 239,64( - - - - - 239,640
Salar del Carmen.........ccccceeeee. 48,11( - - - - - 48,110
Others .....oeeviiieiee e, 4,16¢ - - 23,03t 6,707 - 33,911

Sub-total production facilities... 723,88¢ - - 23,03t 6,707 - 753,631
Port facility (1)....ccceveveeeeiieeeenienn. 21,69z - - - - - 21,692
Other property, plant and
EqUIPMENt ... 130,25( - - - - - 130,250
Assets of commercial locations.... 6,614 64,28- 3,11F 2,41Z 555 (62,627 14,352
Investments in related companies 835,91¢ 15,602 18,962 48,20z - (900,353 18,329
GOoOdWIll ..o 25,34¢ 131 10,85z - - - 36,331
Other non-current assets (2)........ 876,65¢ - 53,66¢ 1,751 (881,333 50,742

Total long-lived assets............. 2,620,36: 80,01¢ 86,59¢ 75,401 7,26z (1,844,313 1,025,327
Expenditures on long-lived assets 284,63¢ 90 14,08t 802 318 - 299,932
Export by region..........cccccceeevineen. - 122,39 183,87: 187,78 133,01¢ - 627,064
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Note 29 — Differences between Chilean and United é&s Generally Accepted Accounting Principles

(continued)

k) Industry segment and geographic area information{continued)

(i)  Other segment information as of and for tleass ended December 31, 2007, 2006 and 2005:

Latin
America Asia
As of and for the year ended and North and other  Eliminations
December 31, 2005 Chile Caribbean  Europe America Total
ThUS$ ThUS$ ThUS$ ThUS$ ThUS$ ThUS$ ThUS$

Production facilities:
Pedro de Valdivia..............cccc...... 73,91C - - - - - 73,910
Maria Elena..........cccoovieiiiieieennes 103,26( - - - - - 103,260
COYa SUM ..o 60,22( - - - - - 60,220
Pampa Blanca ...........cccoccoeeerinee. 180 - - - - - 180
Nueva Victoria...........ccceeeeeeeeeeece 92,38( - - - - - 92,380
Salar de Atacama.................ee..... 243,14( - - - - - 243,140
Salar del Carmen 41,08( - - - - - 41,080
Others ..., 1,477 - 7,28¢ 24,641 - - 33,407

Sub-total production facilities... 615,64 - 7,28¢ 24,641 - - 647,577
Port facCility ........ccooevvieieiiiiiiiceen. 19,77¢ - - - - - 19,776
Other property, plant and
EqUIPMENt ... 112,75¢ - - - - - 112,759
Assets of commercial locations.... 6,842 47,37¢ 3,612 6,51¢ 237 (1,852 62,738
Investments in related companies 684,21« 24,122 19,991 53,94¢ - (761,600 20,676
GOoOAWIll ..o 27,05t 154 - - - - 27,209
Other non-current assets............. 884,14 140 6 1,807 - (879,046 7,050

Total long-lived assets............. 2,350,43t 71,79 30,89¢ 86,91¢ 237 (1,642,498 897,785
Expenditures on long-lived assets 199,24: 102 2,15¢ 1,26¢ - - 202,771
Export by region..........c.ccceeveneen. - 116,427 243,96« 172,06( 51,90¢ - 584,359
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Note 29 — Differences between Chilean and United és Generally Accepted Accounting Principles
(continued)

) Estimated fair value of financial instruments ard derivative financial instruments
The accompanying tables provide disclosure of gienated fair value of financial instruments owrisd
the Company. Various limitations are inherent ia piesentation, including the following:

- The data excludes non-financial assets and iligsil such as property, plant and equipment, and
goodwill.

- While the data represents management's best astinthe data is subjective and involves
significant estimates regarding current economé market conditions and risk characteristics,

The methodologies and assumptions used dependeotetins and risk characteristics of the various
instruments and include the following:

- Cash and time deposits approximate fair value Isreanf the short-term maturity of these
instruments.

- Marketable securities with a readily determinabbrket value are recorded at fair value,

- Current liabilities that are contracted at variaioierest rates, are considered to have a fairevalu
equal to book value.

- For interest-bearing liabilities with an originandractual maturity of greater than one year, #ie f
values are calculated by discounting contractush deows at current market origination rates with
similar terms.

- For forward contracts and swap agreements, faireved determined using quoted market prices of
financial instruments with similar characteristics.

The following is a detail of the Company’s finardiastruments’ US GAAP carrying amount and estirdate
fair value:

As of December 31,

2007 2006

US GAAP US GAAP

Carrying Estimated Carrying Estimated

Amount Fair Value Amount Fair Value

ThUS$ ThUS$ ThUS$ ThUS$
Assets:
Cash and cash equivalents..............ccccc..... 164,212 164,212 183,943 183,943
Short-term accounts receivable.................. 291,607 291,607 247,650 247,650
Long-term accounts receivable.................. 2,604 2,604 2,388 2,388
Derivative instruments ...........cccceeeeee e smmen. 14,968 14,968 5,498 5,498
Liabilities:
Short-term bank debt..............cccvvveer e, 1,806 1,806 58,350 58,350
Short-term notes and accounts payable..... 107,730 107,730 87,164 87,164
Derivative instruments ...........cccceeeeee e smmeee. 499 499 219 219
Current and long-term portions of long-term
bank debt..........ccoeiiiii 494,451 493,510 484,981 495,761

Long-term other accounts payable............ 730 730 849 849
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Note 29 — Differences between Chilean and United és Generally Accepted Accounting Principles
(continued)

m) Post-retirement obligations and staff severancimdemnities

The Company’s subsidiary SQM North America Corporathas a defined benefit, noncontributory
pension plan covering substantially all employedw wualify as to age and length of service. Plan
benefits are based on years of service and theogewgik highest five-year average compensation gurin
the last ten years of employment. The plan’s assmtsist primarily of equity mutual funds and group
annuity contracts.

In September 2002, the Board of Directors of SQMtNé&merica Corporation voted to suspend the plan
and as a result after December 31, 2002, partitspdm not earn additional benefits for future seasi
Such action resulted in a curtailment loss (equathe amount of unrecognized prior service cost) of
approximately US$1.3 million for the year ended &waber 31, 2002.

Assumptions used in determining the actuarial priegalue of the projected benefit obligation aPetember
31 are as follows:

2007 2006
Weighted-average discount rate .............cccceemrvvvevereneennn. 6.5% 7.0%
Rate of increase in compensation levels.....cccc............... 0.0% 0.0%
Long-term rate of return on plan assets ... eeeereveees. 8.5% 8.5%

The long-term rate of return on assets was deteminased upon past investment experience and the
expectation for future experience.
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Note 29 — Differences between Chilean and United &s Generally Accepted Accounting Principles
(continued)

m)  Post-retirement obligations and staff severarecindemnities (continued)

The following table sets forth the plan’s fundeatiss and amounts recognized in the consolidatethbal
sheet as of December 31:

2007 2006 2005
ThUS$ ThUS$ ThUS$
Change in benefit obligation:
Benefit obligation at beginning of year...............ccc....... 5,696 5,184 5,080
SEIVICE COSE ..eiiiiiiiiiiiii it 1 17 16
INTEIESE COST ... e 391 381 369
ACLUANIAI [OSS ...cvvviiiiiiiiiiiie e 405 359 (37)
Benefits paid.........c..cuvvriiieeeeiis i e (248) (245) (244)
Benefit obligation at end of the year .....................o..cc, 6,245 5,696 5,184
Change in plan assets:
Fair value of plan assets at beginning of year.............. 5,621 5,223 4,967
Employer contributionS ..........cooeeeviiiiiicemmeeeeeeeee e, 69 18 -
Actual return (loss) on plan assets.........ccceevveeerimmene 699 625 500
Benefits Paid.........uuueueiiiiiieeieee et e (248) (245) (244)
Fair value of plan assets at end of year....cccceeevevvern.... 6,141 5,621 5,223
FUunNded StatuS ........ooivviiiiii it emmee et (104) (75) 39
Items not yet recognized as components of net ghierio
pension costs:
Net actuarial loss at the beginning of the period............. (1,218) (1,094) 1,133
Amortization during the period..............coceeeeeeiiieerenienn, 35 44
Estimated net gain loss occurring during the periad....... (176) (168)
Adjustment to recognize minimum pension liability.......... (1,359) (1,218) (1,094)
Accrued pension (liability)/ prepaid pension cost............ (104) (75) 39

Net periodic pension expense was comprised ofath@fing components for the years ended December
31, 2005, 2006 and 2007:

2007 2006 2005
ThUS$ ThUS$ ThUS$
Service cost or benefits earned during the periad........... 1 17 16
Interest cost on benefit obligation .............cccccvvviimreeennn. 391 381 369
Actual return on plan assets .......cccccccveeeeveeieee e (699) (625) (500)
Amortization of loss from prior periods.......cccceeeviieiiennnnn. 35 44 -
Net gain during the period..........ccccooevveeeecemiiiiiiiieeceeee e, 229 192 147
Net periodic pension eXpense..........occecccceeeevvevvvnnnnn (43) 9 32
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Note 29 — Differences between Chilean and United és Generally Accepted Accounting Principles
(continued)

m)  Post-retirement obligations and staff severamcindemnities (continued)

The plan’s asset allocations by asset category Bea@ember 31 are as follows:

2007 2006
GrOWEN SECUNTIES .. civveiiiii e et 55% 53%
International SECUNIIES ........coviviivve e 22% 21%
Growth & iINCOME SECUNLIES. .......iivvenieeet e e e et e e e eeeen, 12% 25%
Treasury SECUILIES .........ovvvevveeviiriiimmmmmme e e e e e e e e e e eeeeeeeseaanenee s 9% -
Money market funds .........cccveeeieiiicicee e, 2% 1%
B o] = | TR 100% 100%

The excess of the unrecognized (gain) or lossij aver the larger of 10% of the projected berafiigation
or 10% of the market related value of assets isréred in level amounts over 12-48 years.

All unrecognized prior service costs have beenidensd fully amortized as a result of the Decengier
2002 curtailment brought about as the result odbeember 31, 2002 cessation of benefit accruals.

As of December 31, 2007 the pension plan beneffieaed to be paid in the future are as follows:

ThUS$
2008 274
2009 340
2010 356
2011 396
2012 427
Years 2012-2015 2,679

n)  Cash and cash equivalents

Under Chilean GAAP cash and cash equivalents arsidered to be all highly liquid investments with a
remaining maturity of less than 90 days as of tlsicg date of the financial statements, whered&s, U
GAAP considers cash and cash equivalents to beigiily liquid investments with an original maturity
date of less than 90 days. The difference betweebalance under US GAAP and Chilean GAAP of cash
and cash equivalents is not material for the perfmésented.

Under US GAAP, the cash movements of subsidianidhe development stage would be included in the
consolidated statement of cash flows, as describggaragraph | e€). The effect on the consolidated
statement of cash flows is not material for thequkr presented.
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Note 29 — Differences between Chilean and United és Generally Accepted Accounting Principles
(continued)

0) Restricted assets

The amount of consolidated retained earnings tbptesents undistributed earnings of 50% or less
investees accounted for by the equity method ansaonthUS$ 2,550, as of December 31, 2007.

p) Recent US GAAP accounting pronouncements

Fair Value Measurement

In September 2006, the FASB issued SFAS No. 153y 'Value Measurement". SFAS No. 157 which
standardizes the measurement of fair value for earigs who are required to use a fair value medsure
recognition or disclosure purposes. The FASB dsfifagr value as "the price that would be received t
sell an asset or paid to transfer a liability in @derly transaction between market participantthat
measurement date." SFAS No. 157 is effective faarftial statements issued for fiscal years beginnin
after November 15, 2007 for financial assets andrfcial liabilities and November 15, 2008 for non-
financial assets and non-financial-liabilities antgkrim periods within those fiscal years. The Campis
currently evaluating the impact, if any, of the ptilon of SFAS No. 157.

The Fair Value Option for Financial Assets and Raial Liabilities

In February 2007, the FASB issued SFAS No. 159e"Fair Value Options for Financial Assets and
Financial Liabilities". SFAS No. 159 permits an ignton a contract-by-contract basis, to make an
irrevocable election to account for certain typésfisancial instruments and warranty and insurance
contracts at fair value, rather than historicaltcegth changes in the fair value, whether realized
unrealized, recognized in earnings. SFAS No. 1&9fective as of the beginning of the entity’s ffifiscal
year that begins after November 15, 2007. The Commevaluating the impact, if any, of the adoptio
of SFAS No. 159.

Derivative Instruments and Hedging Activities

In March 2008, the Financial Accounting Standardmr (FASB) issued FASB Statement No. 161,
Disclosures about Derivative Instruments and Heglghetivities. The new standard is intended to
improve financial reporting about derivative instrents and hedging activities by requiring enhanced
disclosures to enable investors to better undatstasir effects on an entity’s financial positidimancial
performance, and cash flows. It is effective faraficial statements issued for fiscal years andiinte
periods beginning after November 15, 2008, withlyeapplication encouraged. The Company is
evaluating the impact, if any, of the adoption 6A% No. 161.
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Note 29 — Differences between Chilean and United &s Generally Accepted Accounting Principles
(continued)

p) Recent US GAAP accounting pronouncements (contired)

Business Combinations

In December 2007, FASB issued SFAS No. 141 (revi®ir), "Business Combinations" ("SFAS No.
141(R)"). The objective of SFAS No. 141 (R) is toprove the relevance, representational faithfulness
and comparability of the information that a repuagtientity provides in its financial reports about a
business combination and its effects. To accompliskt, this Statement establishes principles and
requirements for how the acquirer (1) recognizes$ rmeasures in its financial statements the idetlié
assets acquired, the liabilities assumed, and angantrolling interest in the acquiree, (2) recagsiand
measures the goodwill acquired in the business gmatibn or a gain from a bargain purchase and (3)
determines what information to disclose to enalskersi of the financial statements to evaluate tierea
and financial effects of the business combinatl®RAS No. 141(R) shall be applied prospectively to
business combinations for which the acquisitionedat on or after the beginning of the first annual
reporting period beginning on or after December2m8.

Noncontrolling Interest in Consolidated Financitdt8ments

In December 2007, the FASB issued SFAS No. 160nddotrolling Interest in Consolidated Financial
Statements". SFAS No. 160 amends Accounting ReaseRBudletin No. 51, "Consolidated Financial
Statements”, to establish accounting and repostiagdards for the noncontrolling interest in a &libsy
and for the deconsolidation of a subsidiary. Acoaydto SFAS No. 160, "a noncontrolling interest,
sometimes called a minority interest, is the paortid equity in a subsidiary not attributable, diheor
indirectly, to a parent". The objective of SFAS N@&O is to improve the relevance, comparabilityd an
transparency of the financial information that @aaming entity provides in its consolidated finaadci
statements. SFAS No. 160 is effective for fiscahrge and interim periods within those fiscal years,
beginning on or after December 15, 2008. The Commevaluating the impact, if any, of the adoption
of SFAS No. 160.
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Exhibit 8.1

Significant Subsidiaries of Sociedad Quimica y Mina de Chile S.A.

Name of Subsidiary Country of Incorporation
SOQM Industrial S.A. Chile

SQM Nitratos S.A. Chile

SQM Salar S.A. Chile

Minera Nueva Victoria S.A. Chile
Servicios Integrales de Transito y Transferencia S Chile
Soquimich Comercial S.A. Chile

SQM North America Corp. USA

SQM Europe N.V. Belgium

For a complete list of foreign and domestic sulasids see Note 2 a) to the Consolidated Finantéé®ents.



Exhibit 12.1

CHIEF EXECUTIVE OFFICER CERTIFICATION
(Pursuant to Section 302)

I, Patricio Contesse, certify that:
1. | have reviewed this annual report on Form 2ff-Bociedad Quimica y Minera de Chile S.A;;

2. Based on my knowledge, this report does notatorany untrue statement of a material fact ortamstate a
material fact necessary to make the statements,rmalight of the circumstances under which suetteshents were
made, not misleading with respect to the perioceoed by this report;

3. Based on my knowledge, the financial statememtd other financial information included in tihéport, fairly
present in all material respects the financial @ results of operations and cash flows of¢hepany as of, and
for, the periods presented in this report;

4. The company’s other certifying officer(s) andire responsible for establishing and maintainirsgldsure
controls and procedures (as defined in ExchangeRAdés 13a-15(e) and 15d-15(e) and internal cordvelr
financial reporting (as defined in Exchange Actédul3a- 15 (f) and 15d-15(f) for the company ancgtha

(a) Designed such disclosure controls and proceduresaused such disclosure controls and procedures to
designed under our supervision, to ensure thatrrahieformation relating to the company, includiitg
consolidated subsidiaries, is made known to us there within those entities, particularly duringe th
period in which this report is being prepared;

(b) Designed such internal control over financing réipgr or caused such internal control over finahcia
reporting to be designed under our supervisioprévide reasonable assurance regarding the rétjyabfl
financial reporting and the preparation of finahattements for external purposes in accordante wi
generally accepted accounting principles;

(c) Evaluated the effectiveness of the company’s dssck controls and procedures and presented in this
report our conclusions about the effectivenestefdisclosure controls and procedures, as of thektthe
period covered by this report based on such evalyand

(d) Disclosed in this report any change in the compaimternal control over financial reporting thatooed
during the period covered by the annual report tiet materially affected, or is reasonably likedy t
materially affect, the company’s internal contreeofinancial reporting; and

5. The company’s other certifying officer(s) antave disclosed, based on our most recent evatuatioternal
control over financial reporting, to the compangsditors and the audit committee of the companyard of
directors (or persons performing the equivalentfioms):

(&) All significant deficiencies and material weaknesge the design or operation of internal controkrov
financial reporting which are reasonably likelyadversely affect the company’s ability to recondgess,
summarize and report financial information; and

(b) Any fraud, whether or not material, that involveamagement or other employees who have a significant
role in the company’s internal control over finaalaieporting.

[s/ Patricio Contesse G.
Name: Patricio Contesse G.
Title: Chief Executive Officer
Date: June 27, 2008




Exhibit 12.2

CHIEF FINANCIAL OFFICER CERTIFICATION
(Pursuant to Section 302)

I, Ricardo Ramos, certify that:
1. | have reviewed this annual report on Form 2ff-Bociedad Quimica y Minera de Chile S.A;;

2. Based on my knowledge, this report does notadorany untrue statement of a material fact ortdmitate a
material fact necessary to make the statements,rmaliight of the circumstances under which suetteshents were
made, not misleading with respect to the perioceoed by this report;

3. Based on my knowledge, the financial statememtd other financial information included in théport, fairly
present in all material respects the financial @ results of operations and cash flows of¢chepany as of, and
for, the periods presented in this report;

4. The company’s other certifying officer(s) andire responsible for establishing and maintainirsgldsure
controls and procedures (as defined in ExchangeRAdés 13a-15(e) and 15d-15(e) and internal cordvelr
financial reporting (as defined in Exchange Actédul3a- 15 (f) and 15d-15(f) for the company ancgtha

(a) Designed such disclosure controls and proceduresaused such disclosure controls and procedures to
designed under our supervision, to ensure thatrrahieformation relating to the company, includiitg
consolidated subsidiaries, is made known to us there within those entities, particularly duringe th
period in which this report is being prepared;

(b) Designed such internal control over financing réipgr or caused such internal control over finahcia
reporting to be designed under our supervisioprévide reasonable assurance regarding the rétjabfl
financial reporting and the preparation of finahattements for external purposes in accordante wi
generally accepted accounting principles;

(c) Evaluated the effectiveness of the company’s dssck controls and procedures and presented in this
report our conclusions about the effectivenestefdisclosure controls and procedures, as of thektthe
period covered by this report based on such evalyand

(d) Disclosed in this report any change in the compaimternal control over financial reporting thatooed
during the period covered by the annual report tiet materially affected, or is reasonably likedy t
materially affect, the company’s internal contreeofinancial reporting; and

5. The company’s other certifying officer(s) antave disclosed, based on our most recent evatuatioternal
control over financial reporting, to the compangsditors and the audit committee of the companyard of
directors (or persons performing the equivalentfioms):

(&) All significant deficiencies and material weaknesge the design or operation of internal controkov
financial reporting which are reasonably likelyadversely affect the company’s ability to recondgess,
summarize and report financial information; and

(b) Any fraud, whether or not material, that involveamagement or other employees who have a significant
role in the company’s internal control over finaalaieporting.

/sl Ricardo Ramos R.

Name: Ricardo Ramos R.

Title: Chief Financial Officer and Business Dey@itent Senior Vice President
Date: June 27, 2008




Exhibit 13.1

CERTIFICATION OF CHIEF EXECUTIVE OFFICER
PURSUANT TO 18 U.S.C. SECTION 1350,
AS ADOPTED PURSUANT TO
SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002

I, Patricio Contesse, Chief Executive Officer otledad Quimica y Minera de Chile S.A. (“SQM”), aporation
incorporated under the laws of the Republic ofl&€htertify, pursuant to 18 U.S.C. Section 1350,adepted
pursuant to Section 906 of the Sarbanes-Oxley A2002, that to my knowledge:

1. The Annual Report of SQM on Form 20-F for the fispear ended December 31, 2007, as filed with the
Securities and Exchange Commission, fully comphéh the requirements of Section 13(a) or 15(djhef
Securities Exchange Act of 1934; and

2. The information contained in such Annual Reporfanm 20-F fairly presents, in all material respetite
financial condition and results of operations of\6Q

[s/ Patricio Contesse G.
Name: Patricio Contesse G.
Title: Chief Executive Officer
Date: June 27, 2008




Exhibit 13.2

CERTIFICATION OF CHIEF FINANCIAL OFFICER
PURSUANT TO 18 U.S.C. SECTION 1350,
AS ADOPTED PURSUANT TO
SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002

I, Ricardo Ramos, Chief Financial Officer of So@ddQuimica y Minera de Chile S.A. (“SQM”"), a coration
incorporated under the laws of the Republic of €hdertify, pursuant to 18 U.S.C. Section 1350adspted
pursuant to Section 906 of the Sarbanes-Oxley A2002, that to my knowledge:

1. The Annual Report of SQM on Form 20-F for the fispear ended December 31, 2007, as filed with the
Securities and Exchange Commission, fully comphéh the requirements of Section 13(a) or 15(djhef
Securities Exchange Act of 1934; and

2. The information contained in such Annual Reporfanm 20-F fairly presents, in all material respetiie
financial condition and results of operations of\6Q

/s/ Ricardo Ramos R.
Name: Ricardo Ramos R.

Title: Chief Financial Officer and Business Deyateent Senior Vice President
Date: June 27, 2008




