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PRESENTATION OF INFORMATION

In this Annual Report on Form 20-F, unless the exintrequires otherwise, all references toe", "us',
"Company' or "SQM" are to Sociedad Quimica y Minera de Chile S.A.,open stock corporation (sociedad
anénima abierta) organized under the laws of thmiBl& of Chile, and its consolidated subsidiaries.

All references to $," "US$" "U.S. dollars' and 'dollars" are to United States dollars, referencespgesbs or
"Ch$" are to Chilean pesos, and referencedUB"'are toUnidades de FomentoThe UF is an inflation-indexed,
peso-denominated unit that is linked to, and adgustaily to reflect changes in, the previous man@hilean
consumer price index. As of June 15, 2007, UF fu@¢ equivalent to US$ 35.10 and Ch$ 18,568.55.

The Republic of Chile is governed by a democratiecegnment, organized in twelve regions plus therimilitan

Region (surrounding and including Santiago, thetahpf Chile). Our production operations are camicated in
northern Chile, specifically in the First Regiotsanamed Tarapaca Region, and in the Second Regjsmnamed
Antofagasta Region.

Our fiscal year ends on December 31.

We use the metric system of weights and measurealéulating our operating and other data. TheddnBtates
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 approxinya?s205 pounds.

We are not aware of any independent, authoritatougce of information regarding sizes, growth ratesnarket
shares for most of our markets. Accordingly, tharkat size, market growth rate and market sharenatsts
contained herein have been developed by us usiegnal and external sources and reflect our besteru
estimates. These estimates have not been conflsnegdlependent sources.

Percentages and certain amounts contained henginblegn rounded for ease of presentation. Anyejismcies in
any figure between totals and the sums of the atequesented are due to rounding.

GLOSSARY

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

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

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

"Corfo" Corporation of Promotion of Production (Corpadecde Fomento de la Produccion), formed in
1939, a national organization in charge of prongptand facilitating Chile's manufacturing
productivity and commercial development.

"cut-off grade” The minimal assay value or chemical amount ah&anineral component above which
results in economical exploitability.

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

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

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

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



"heap leaching pads Padding or filling of rocks from which will bexeracted the soluble mineral by
irrigation with water.

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

"hypothetical resource$ Mineral resources that have limited geochemieabnnaissance, based mainly
in geological data and samples assays values spatsden 500-1000 meters.

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

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

"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 apgiedocks to extract their
useful minerals (or metals).

"old waste ore deposits Ore deposits that have been previously minednbtientirely depleted because
of the low-grade quality of the ore the mine yields

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

"ore type' Main mineral having economic value containethia caliche ore (sodium nitrate or iodine).
"ore" A mineral or rock from which a substance havimgnomic value may be extracted.

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

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

"Reserves—Probable Mineral Reserv& The economically mineable part of an Indicatktineral
Resource and, in some circumstances, Measured allirResource. It includes diluting of
materials and allowances for losses which may owhen the material is mined. Appropriate
assessments, which may include feasibility studieaye been carried out and include
consideration of and modification by realisticalassumed mining, metallurgical, economic,
marketing, legal, environmental, social and govemnial factors. These assessments demonstrate
at the time of reporting that extraction is readiyngustified. A Probable Mineral Reserve has a
lower level of confidence than a Proved Mineral éves.

"Reserves—Proved Mineral Reserv& The economically mineable part of a Measurednéfal
Resource. It includes diluting materials and a#loees for losses which may occur when the
material is mined. Appropriate assessments, whiely include feasibility studies, have been
carried out and include consideration of and modifon by realistically assumed mining,
metallurgical, economic, marketing, legal, envir@mtal, social and governmental factors. These
assessments demonstrate at the time of reporti@xiraction is reasonably justified.

"Resources—Indicated Mineral Resourc& That part of a Mineral Resource for which togea
densities, shape, physical characteristics, gradk raineral content can be estimated with a
reasonable level of confidence. It is based onloeapon, sampling and testing information
gathered through appropriate techniques from lonatsuch as outcrops, trenches, pits, workings,
and drill holes. The locations are too widely nappropriately spaced to confirm geological
continuity and/or grade continuity but are spadedely enough for continuity to be assumed. An
Indicated Mineral Resource has a lower level offidemce than that applying to a Measured
Mineral Resource, but has a higher level of comfigethan 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 trem@etent Person determining the Mineral
Resource to confidently interpret the geologicahnfework and to assume continuity of
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mineralization. Confidence in the estimate idfisignt to allow the appropriate application of heccal
and economic parameters and to enable an evaludtezonomic viability.

"Resources—Inferred Mineral Resourc& Is that part of a Mineral Resource for whicltage, grade
and mineral content can be estimated with a lowllef’confidence. It is inferred from geological
evidence and assumed but not verified geological/omngrade continuity. It is based on
information gathered through appropriate technigimes locations such as outcrops, trenches,
pits, workings and drill holes which is of limiteat uncertain quality and/or reliability. An
Inferred Mineral Resource has a lower level of werice than that applying to an Indicated
Mineral Resource.

"Resources—Measured Mineral Resource The part of a Mineral Resource for which tonnadgnsities,
shape, physical characteristics, grade and mirenalent can be estimated with a high level of
confidence. It is based on detailed and reliablplagation, sampling and testing information
gathered through appropriate techniques from lonatsuch as outcrops, trenches, pits, workings,
and drill holes. The locations are spaced clogglgugh to confirm geological and/or grade
continuity.

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

"wasté' Rock or mineral which is not economical for niketayical treatment.
"waste-to-ore ratid' Relation or ratio between waste/ore.

"Weighted Average Agé In this Annual Report means the sum of the pebdii the age of each fixed
asset at a given facility and its current grosskbealue as of December 31, 2006 divided by the
total gross book value of the Company's fixed assesuch facility as of December 31, 2006.

* The definitions we use for resources and researesbased on those provided by the “Instituto de
Ingenieros de Minas de Chile” (Chilean InstituteMihing Engineers).

SQM will provide without charge to each person teom this Annual Report is delivered, on the writtegnoral
request of any such person, a copy of any or athefdocuments incorporated herein by referendeefdahan
exhibits, unless such exhibits are specificallyonporated by reference in such documents). Writguests for
such copies should be directed to Sociedad Quiynidénera de Chile S.A., El Trovador 4285, Piso @ntago,
Chile, Attention: Investor Relations Department.egBests may also be made by telephone (562-425,2000
facsimile (562-425-2493) and e-mail (ir@sgm.com).



CAUTIONARY STATEMENT REGARDING FORWARD-LOOKING STAT EMENTS

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

» the Company's capital investment program and dpuadat of new products;
» trends affecting the Company's financial conditomesults of operations;

» level of production, quality of the ore and brinasg production yields;

» the future impact of competition;

e any statements preceded by, followed by, or thatude the words "believe,

"anticipate," "intend," "estimate," "should," "mayg¢ould" or similar expressions; and

expect," "predict,"

» other statements contained in this Form 20-F tteahat historical facts.

Such forward-looking statements are not guarantéesiture performance and involve risks and undetits.

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 It&m
Operating and Financial Review and Prospects. oFathat could cause actual results to differ nmtgrinclude,

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 SQMincipal 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. Keyrin&dion—Risk Factors.
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PART |

ITEM 1. IDENTITY OF DIRECTORS, SENIOR MANAGEMENT AN D ADVISERS
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 consoliddiedncial information for SQM and one or more of it
subsidiaries, as applicable, for each of the periadicated. This information should be read injaoction
with, and is qualified in its entirety by referent® the Audited Consolidated Financial Statemeftshe
Company as of December 31, 2006 and 2005 and ébr @&ahe three years in the period ended DeceBiber
2006. The consolidated financial statements aseafeber 31, 2003 and 2002 and for the years théeden
are not included herein. The Company's Consolid&iedncial Statements are prepared in accordante wi
Chilean GAAP, which differs in certain material pests from U.S. GAAP. Note 29 to the Consolidated
Financial Statements as of December 31, 2006 a8 2Ad for each of the three years in the periatbén
December 31, 2006 provides a description of thacjpal differences between Chilean GAAP and U.S.
GAAP and a reconciliation of net income for the ngeanded December 31, 2006, 2005 and 2004 and total
shareholders' equity as of December 31, 2006 a8 20U.S. GAAP.

2006 2005 2004 2003 2002
Income Statement Data (in millions of US$) (1)
Chilean GAAP
Total Revenues 1,042.9 896.0 788.5 691.8 553.8
Operating Income 219.9 181.2 124.1 87.3 82.7
Non-operating results, net (36.1) (34.4) (17.6) (21.2) (30.0)
Net income 141.3 1135 74.2 46.8 40.2
Net earnings per share (2) 0.54 0.43 0.28 0.18 0.15
Net earnings per ADS (2) 5.37 4.31 2.82 1.78 1.53
Dividend per share (3)(4) 0.349 0.279 0.182 0.088 0.076
Weighted average shares Outstandin

(000s) (2) 263,197 26319 263,19 263,197 263,19
U.S. GAAP
Total Revenues 1,042.9 896.0 788.5 691.8 553.8
Operating Income 205.5 163.9 114.6 76.7 87.0
Non-operating results, net (5) (14.1) (6.1) (1.6) 4.3) (26.2)
Equity participa’;ion in income (loss) of 20 2 ¢ 1e 29 11
related companies, net ' ' ' ' '
Effect of change in accounting principles - - - - 0.t
Net income 154.3 125.2 86.8 57.8 46.9
Basic and diluted earnings per share 0.59 0.48 0.33 0.22 0.18
Basic and diluted earnings per ADS 5.86 4.76 3.30 2.19 1.78

Weighted average shares Outstandin
(000s)(2) 263,197 263,19 263,19 263,197 263,19



Year ended December 31,

2006 2005 2004 2003 2002
Balance Sheet Data: (In millions of US$) (1)
Chilean GAAP:
Total assets 1,871.2 1,640.¢ 1,361.4 1,363.5 1,322.3
Long-term debt 480.7 100.C 200.0 260.0 324.0
Total shareholders' equity 1,085.9 1,020.¢ 948.6 890.0 849.7
Capital Stock 477.4 477 .4 477.4 477.4 477.4
U.S. GAAP:
Total assets 1,846.0 1,609.( 1,318.5 1,319.4 1,274.6
Long-term debt 478.7 100.( 200.0 260.0 324.0
Total shareholders' equity 994.5 923. 856.9 794.7 747.3
Capital Stock 479.3 479.% 479.3 479.3 479.3

Note: The Company is not aware of any materialedificesbetween Chilean and U.S. GAAP that are
addressed in Note 29 to the Consolidated FinaBts#Ements of December 31, 2006.

(1) Except shares outstanding, dividend and netiregs per share and net earnings per ADS.

(2) There are no authoritee pronouncements related to the calculation ashiags per share in accordal
with Chilean GAAP. For comparative purposes thewation has been based on the same number of isd
average shares outstanding as used for the U.SPQakeulation.

(3) Dividends per share are calculated based orl283housand shares for the periods ended Decegih
2002, 2003, 2004, 2005 and 2006.

(4) Dividends may only be paid from net income befamortization of negative goodwill as determire
accordancewith Chilean GAAP; see Item 8.A.8. Dividend Policy For dividends in Ch$ see lte
8.A.8.Dividend Policy — Dividends.

(5) Does not include equity participation in incoftess) of related companies, net

EXCHANGE RATES

Chile has two currency markets, the Mercado Cangbiormal, or Formal Exchange Market, and the
Mercado Cambiario Informal, or Informal Exchangerkéa. The Formal Exchange Market is comprised of
banks and other entities authorized by the Chil@éantral Bank. The Informal Exchange Market is casgat

of entities that are not expressly authorized terage in the Formal Exchange Market, such as cefbagign
exchange houses and travel agencies, among oftier<hilean Central Bank is empowered to deterrttiae
certain purchases and sales of foreign curren@esibyied out on the Formal Exchange Market.

Both the Formal and Informal Exchange Markets aiveed by free market forces. Current regulatiorguine
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 Ceri8eaik
sets a doélar acuerdo, or Reference Exchange Ra¢eR&ference Exchange Rate is reset daily by tlleadh
Central Bank, taking into account internal and exkinflation and variations in parities betweée Chilean
peso and each of the U.S. dollar, the Euro anddpanese 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 kéar
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The ddélar observado, or Observed Exchange Rateshwisi reported by the Chilean Central Bank and
published daily in the Chilean newspapers, is cdegplby taking the weighted average of the previous
business day’s transactions on the Formal Exchifagket. On September 2, 1999, the Chilean CentaakB
eliminated the band within which the Observed ExgeaRate could fluctuate, in order to provide great
flexibility in the exchange market. Nevertheledse {Chilean Central Bank has the power to intervieye
buying or selling foreign currency on the FormalcEange Market to attempt to maintain the Observed
Exchange Rate within a desired range.

The Informal Exchange Market reflects transacticasied out at an informal exchange rate, or tlerinal
Exchange Rate. There are no limits imposed on seneto which the rate of exchange in the Informal
Exchange Market can fluctuate above or below thee@ked Exchange Rate.

Since 1993, the Observed Exchange Rate and themlaf&Exchange Rate have typically been within tess
1% of one another.

The following table sets forth the annual low, higlverage and year-end Observed Exchange Rate.$or U
dollars for each year starting in 2002 as repobgdhe Chilean Central Bank. The Federal Reservek Bé
New York does not report a noon buying rate forl€ pesos.

On June 15, 2007, the Observed Exchange Rate vw&&2€190 = US$1.00.

Observed Exchange Rate (1)

Ch$ per US$
Year/Month Low (1) High (1) Average Year/Month
(2)3) End
200z 641.75 756.56 692.32 718.61
200: 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¢ 511.44 549.63 530.27 534.43
Jan-0’ 532.39 545.18 540.51 545.18
Feb-0’ 535.29 548.67 542.27 538.42
Mar-07 535.36 541.95 538.49 539.37
Abr-07 527.08 539.69 532.30 527.08
May-07 517.64 527.52 522.02 527.52
Source: Central Bank of Chile
(1) Observed exchange rates are the actual higtomndn a day-to-day basis, for each period.
2) The yearly average rate is calculated as teeage of the exchange rates on the last day ofreaath during the period.
3) The monthly average rate is calculated on atdajay 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 resudf
operations. In addition to other information caméd in this Annual Report on Form 20-F, you should
consider carefully the risks described below. Ehesks are not the only ones we face. Additioisks not
currently known to us or that are known but we eotly believe are not significant may also affeat o
business operations. Our business, financial tiondor results of operations could be materiaffg@ed by
any of these risks.

Risks Relating to our Business

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

We sell our products in more than 100 countriesirzdathe world. In 2006, approximately 37% of oales
were made to emerging market countries: (i) appnaiely 12% in Central and South America, excluding
Chile, specifically in countries such as Brazilgantina, Colombia and Peru; (ii) approximately lié%&hile;
and (iii) approximately 9% in Asia, excluding JapaiWWe expect to expand our sales in these and other
emerging markets in the future. The results arabgects for our operations in these countries ahdro
countries in which we establish operations canmeeed to be dependent, in part, on the geneval &
political stability and economic activity and padis in those countries. Future developments inpthiical
systems or economies of these countries or theemmuhtation of future governmental policies in those
countries, including the imposition of withholdiagd other taxes, restrictions on the payment afidivds or
repatriation of capital or the imposition of newveonmental regulations or price controls, could/dnaa
material adverse effect on our sales or operatiottgose countries.

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

The prices of our products are determined printyidayf world prices, which in some cases have besjest

to substantial volatility in recent years. Worldrtflizer and chemical prices vary depending upba t
relationship between supply and demand at any divea. Furthermore, the supply of certain ferétiz or
chemical products, including certain products thag provide, varies principally depending upon the
production of the major producers (SQM included] #reir respective business strategies.

In particular, world iodine prices declined frompapximately US$18.40 per kilogram for large purdsasm
early 1990 to less than US$8.00 per kilogram fegdapurchases in June 1994. The price increased to
approximately US$18.00 in 1999, and subsequentlyegan to decline, reaching approximately US$12.50
during early 2003. By late 2003 and during 200ég% reversed the downward trend and began todsere
The average price in 2005 reached approximatelyl9$® per kilogram, and it has continued to inceeas

an average of approximately US$22.80 per kilogran2006. We cannot assure you that this trend will
continue.

We started production of lithium carbonate from Atacama Salar brines in October 1996 and starhidg
lithium carbonate commercially in January 1997. @utrance into the market created an oversupply of
lithium carbonate, resulting in a drop in pricesnir over US$3,000 per ton before our entrance t® tlean
US$2,000 per ton. Currently, prices are highentt&$5,000 per ton. We believe the increase icepris
mainly due to the high growth in demand that hashbeen fully balanced by the supply of lithium cambte.

We cannot assure you that this trend will continue.
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We expect that prices for the products we manufactill continue to be influenced, among other ¢jsinby
similar supply and demand factors and the busirstssegies of major producers. Some of the major
producers (including SQM) have increased or hageatility to increase production. As a result, phiees of
our products may be subject to substantial vaiatiliA substantial decline in the prices of onarare of our
products could have a material adverse effect obosiness, financial condition and results of apens.

We have an ambitious capital expenditure progranaths subject to significant risks and uncertainsie

Our business is capital intensive. Specificallye txploration and exploitation of reserves, miniaud
processing costs, the maintenance of machineryeguipment and compliance with applicable laws and
regulations require substantial capital expendituré&Ve must continue to invest capital to maintainto
increase the amount of reserves that we exploitte@dmount of finished products we produce. Wgiire
environmental permits for our new projects. Obtagnpermits in certain cases may cause significalatyd in

the execution and implementation of such new ptsjand, consequently, may require us to reassess th
related risks and economic incentives. No assuraiace be made that we will be able to maintain our
production levels or generate sufficient cash flowthat we will have access to sufficient invesitagloans

or other financing alternatives to continue our lesqtion, exploitation and refining activities at above
present levels, or that we will be able to impletnaur projects or receive the necessary permitsired, for
them in time. Any or all of these factors may havenaterial adverse impact on our business, finkncia
condition and results of operations.

Currency fluctuations may have a negative effect oar financial results

The Chilean peso has been subject to large dei@igaaind revaluations in the past and may be suljec
significant fluctuations in the future. We transacsignificant portion of our business in U.S. dddl and the
U.S. dollar is the currency of the primary economvironment 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 paiun. Additionally, as an international companyergiing
in Chile and several other countries, we transagbréion of our business and have assets andifiebiin
Chilean pesos and other non-U.S. dollar currensigsh as the Euro, the South African Rand and teriddn
Peso, among others. As a result, fluctuation inetkehange rate of such foreign currencies to ttg& dollar
may affect our business, financial condition arslilts of operations.

Sustained high raw material and energy prices inas& our production costs and cost of goods sold

We rely on certain raw materials and various sauafeenergy (diesel, electricity, natural gas, fakland
others) to manufacture our products. Purchasesvofmaterials that we do not produce and energytitotesa
significant part of our cost of sales (approximatel.7% in 2006). To the extent we are unable ®&s mmn
increases in raw materials and energy prices tacostomers, our business, financial condition asllts of
operations could be adversely affected.

Our reserves estimates could significantly vary

Our mining reserves estimates are prepared by eatogists. Estimation methods involve numerous
uncertainties as to the quantity and quality of rémerves, and these could change, up or down.whward
change in the quantity and/or quality of our ressreould affect future volumes and cost of producand
therefore have a negative impact on our businggsdial condition and results of operations.

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

In several of the markets where we do businesgpmess may impose quality standards on our products

and/or governments may enact stricter regulationghfe distribution and/or use of our products.aAsesult,
we may not be able to sell our products if we camneet such standards. In addition, our cost ofiyction
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may increase in order to meet any such newly proated standards. Failure to sell our products i @n
more markets or to important customers could neteraffect our financial condition or results gferations.

Our business is subject to many operational and esthisks for which we may not be fully covered imiro
insurance policies

Our facilities located in Chile and abroad are ieduagainst losses, damages or other risks byanser
policies that are standard for the industry and wauld reasonably be expected to be sufficienphydent

and experienced persons engaged in a businessioebses similar to those of our business. Noredheive
may be subject to certain events that may not kered under the insurance policies, and that caatkrially

affect our financial condition or results of op&vas.

The continuity of our natural gas supply is depemdeon the Argentinean authorities’ policies

As part of a cost reduction effort, in 2001 we ceeted our facilities to a natural gas network. mhgairal gas,
which originates in Argentina and is subject toOaykar agreement, is used mainly for heat generaticour
industrial facilities. Due to energy shortages igéntina, local authorities decided to restrictap of natural
gas to Chile in order to increase the supply tar tHemestic markets. Additionally, even though wevé
long-term price agreements related to natural gas,Argentinean government has increased taxesaen ¢
exports and there can be no assurance that thiegowiflo it again in the future.

We suffered partial shortages of natural gas du2id@4, 2005 and 2006, and the shortages have gettéa
the second quarter of 2007. We have experienced, eesult of the shortages, an inability to procare
significant portion of our normal supply of natugals. Considering what has happened in the seagarteq of
2007 and the public statements made in Argentieab@&lieve further cutbacks in the supply of natges are
likely in the future. To mitigate this, we have atkd measures intended to limit the effects of amther
decrease in the natural gas supply. Most of ounstréhl equipment that uses natural gas can alscatgon
fuel oil and the remaining equipment can operatedmsel. The costs of using fuel oil and diesel are
significantly higher than natural gas.

The extent to which we incur increased costs assaltrof decreases in the natural gas supply witletid on
the volume of such a decrease and on the durattitive goeriod during which natural gas suppliesrastricted,
and therefore, we cannot estimate the exact ecaniompiact of future natural gas supply reductiohwever,
further increases in prices of natural gas or dasusd reduction in our natural gas supply coulgehan
adverse effect on our business, financial conditind results of operations. During 2006, purchasemtural
gas represented approximately 1.3% of our costless

Decline in the supply of natural gas could negatiyaffect the supply of electricity in the NortherRower
Grid

The natural gas supply crisis discussed above laagg the Northern Power Grid (SING) under sigaific
stress. This condition, if maintained, could leadat system failure that would then affect the syppufi
electricity. Restrictions on the Company’s eledtyicconsumption could affect our operations potditi
decreasing our production volumes and increasimgmduction costs.

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

As natural gas supply continues to be uncertainjssissed above, and oil prices continue to isereae are
faced with potential revisions to our long-termotiieity supply agreements. We maintain contradgth two
main utilities in Chile, Electroandina S.A. and §ener S.A., and both have requested revision ofatiffs
involved. As a result of these requests, we edtar® arbitration proceedings between us and Elaotlina
and Norgener. As of December 31, 2006 we were partgrbitration proceedings with Electroandina and
Norgener. As of June, 2007 the arbitration progegdiith Norgener has finalized and the arbitratigith
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Electroandina continues its course. The new taré&ilting from the conclusions of negotiation wilve a
negative affect on our results of operations

During 2006, purchases of electricity represenfgm@imately 2.7% of our cost of sales.
We are exposed to labor strikes and liabilities tlcauld impact our production levels and costs

Of our permanent employees in Chile, 68.2% areemsted by 31 labor unions, which represent their
members in collective bargaining negotiations wlith Company. Accordingly, we are exposed to labrites
that could impact our production levels. Shouldr&ke occur and extend for a sustained period raktiwe
could be faced with increased costs and even disrum our product flow that could have a mateaédlerse
effect on our financial condition or results of cgténs.

The Chilean Congress has amended the Labor Codendl wording contemplates that the work-owner
shall be jointly liable for some benefits of thebsantractor's employees being hired for the pertoroe of
such work and thus increasing the owner’s respditigib and costs.

Our water supply could be affected by regulatoryaciges and/or natural problems

Although we have not experienced significant diffies obtaining the necessary water to conduct our
operations, there can be no assurance that waetilhave problems in securing our water supply tdugew
environmental regulations or natural depletion atev resources. This could affect our operatioagatively
affecting our business, financial condition andutessof operations.

Pending lawsuits could adversely impact us

We are party to lawsuits and arbitrations involvicwmmercial matters. Although we intend to defemnd o
positions vigorously, our defense of these actimay not be successful. Judgment in or settlemeritesfe
lawsuits may have an adverse effect on our findicoiadition or results of operations. See Item.8.Aegal
Proceedings and Note 23 to the Consolidated FiahS8tatements. Furthermore, our strategy of beingrd
leader includes entering into commercial and prtdncalliances, joint ventures and acquisitionsniprove
our global competitive position. As these operatiamcrease in complexity and are carried out ified#it
jurisdictions, our Company might be subject to legaceedings that, if settled against us, couldeha
significant impact in the Company's financial cdiwdi or results of operations.

Potencial new production of Lithium Carbonate in @ina.

Currently there are several projects for the expan®f lithium carbonate production capacity being
developed by Chinese competitors. As there is dichinformation on the status of these projects amenot
make accurate projections regarding their capactied the dates in which they will become operation
However, should these projects be developed darisigort period of time, we believe there could bgative
impacts on prices that could have a significantaotpin the Company's financial condition or resufs
operations.

Risks Relating to Chile

As we are a Chilean-based company, we are expasé&thilean political risks

The prospects and results of operations of the @agpould be affected by changes in policies ofGh#éean
government, other political developments in or effgg 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 regulons affecting port concessions could affect our
operating costs

We conduct our mining (including brine extracti@perations under exploitation and exploration cesmmns
granted pursuant to judicial proceedings in acawrdawith provisions of the Chilean Constitutiondahe
Constitutional Mining Law and related statutes. ©xploitation concessions essentially grant a piegbeight
to conduct mining operations in the areas coveyethé concessions, provided that we pay annualessien
fees (with the exception of the Atacama Salar sigivhich have been leased to us until 2030). Oploeation
concessions permit us to explore for mineral reszsion the land covered thereby for a specifietbgeaf
time, and to subsequently request a correspondipigitation concession. We hold water rights obdifrom
the Chilean Water Authority for a supply of watesrh rivers and wells near our production facilitiedich
we believe are sufficient to meet current and grdied operational requirements. We operate pottitfes at
Tocopilla, Chile, for the shipment of our produetsd the delivery of certain raw materials, pursu@ant
concessions granted by Chilean regulatory autkeriiThese concessions are renewable provided thasev
such facilities as authorized and pay annual cammesees. Any significant changes to these comuess
could have a material adverse impact on our busjriesncial condition and results of operations.

The following changes in Chilean law are also kel affect our operations:

The Chilean Congress approved a modification tde@hilaws relating to water rights (the “Water Cde
The changes to the Water Code include establisimingal fee payments for owners of water rights dieatot
use the water associated with them. This fee dokaffect the holder’s right to use aquifers. thieeria used
to determine what rights or what part of such sglvbuld be subject to this annual fee relate totkdrethe
resource is consumed or re-injected into the straefier its use (defined as the water right’s “conptive
condition”), whether the use of the resource isa@o or permanent (frequency of use) and the ggxncal
location of the intake points relative to an areaverall water supply. The referred changes will nave a
material adverse effect on our business, finanoiadition and results of operations. Neverthelasshe
Company maintains water rights that are key tditsiness development, further changes to the V\ide
could have a material adverse impact on our busjriesncial condition and results of operations.

On May 18, 2005, the Chilean Congress approved Naw20,026, also known as the “Royalty Law,” which
established a royalty to be applied to mining atitis developed in Chile, levied on mining companiéhose
sales are equal to or greater than the equivalahtevof 12,000 metric tons of fine copper (MFT), as
determined according to the London Metal Exchangad& A copper cash quotation. This new mining
royalty, which has been applied from 2006 onwaisl$evied on the “taxable operating income” (as tierm

is defined in Law No. 20,026) of the mining compaaya rate that varies from 0.5% up to 5%, depgndn
the consolidated annual sales.

Law No0.20,017, published on June 16, 2005, moditieel Water Code. Under certain conditions, these
modifications allow the constitution of permanerdter rights of up to 2 liters per second for eae Wuilt
prior to June 30, 2004, in the locations where wedact our mining operations. These changes to\tager
Code could have a material adverse impact on osinéss, financial condition and results of operstjas it
could affect the amount of water as to which, basedur rights, we should effectively have access t

If similar changes are enacted in the future, tin@y have a material adverse impact on our busifiaascial
condition and results of operation.

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 werrgf

as the “Chilean Environmental Framework Law.” T@kilean Environmental Framework Law created the
Comisién Nacional del Medio Ambiente (National Enovimental Commission or CONAMA), which is the
governmental agency in charge of supervising treeaumpliance with the Chilean Environmental Framéwo
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Law. Under this law, we are required to conductiremmental impact studies of any future projects o
activities (or their significant modifications) thanay affect the environment. CONAMA evaluates
environmental impact studies submitted for its appl and oversees the implementation of projecibe
Chilean Environmental Framework Law also enablégafe citizens, public agencies or local authositie
challenge projects that may affect the environmeitiher before these projects are executed or thregeare
already operating. Enforcement remedies availadaieide temporary or permanent closure of facsitend
fines.

Chilean environmental regulations have become &singly stringent in recent years, both in respedhe
approval of new projects and in connection with implementation and development of projects already
approved. This trend is likely to continue. Ferthore, recently implemented environmental regutetihave
created uncertainty because rules and enforcemectdgures for these regulations have not been fully
developed. Given public interest in environmeetafiorcement matters, these regulations or theilicgion
may also be subject to political considerations #na beyond our control.

We continuously monitor the impact of our operasi@m the environment and have, from time to timagen
modifications to our facilities to minimize any age impact. Except for particulate matter lewslseeding
permissible levels in Maria Elena facilities (seBusiness—Chilean Government Regulations” and
“Business—Environmental Regulations”), we are autfye in compliance in all material respects with
applicable environmental regulations in Chile theat are aware of. Future developments in the ceait
implementation of environmental requirements, othiir interpretation, could result in substanyiaticreased
capital, operation or compliance costs or othervddegersely affect our business, financial conditaomd
results of operations.

In connection with our current investments at theacAma Salar we have obtained approval for an
environmental impact assessment study that allovisctease brine and water extraction, subjectrigaous
environmental monitoring system. The success edhinvestments is dependent on the observed velues
the ecosystem variables being monitored over titighe ecosystem shows a detrimental behaviouiaré
years, our operation may be subject to importastrictions by the authorities on the maximum allblega
amounts of brine and water extraction.

In connection with our future investments in thiaie and iodine operations, we have submittedeapeéct to
submit several environmental impact assessmenestud he success of these investments is depeadehe
approval of said submissions by the pertinent guwental authorities.

Furthermore, the future development of the Compdegends on our ability to sustain future production
levels, which require additional investments anel slibmission of the corresponding environmentalachp
assessment studies. If we fail to obtain appramad,ability to maintain production at specifieddés will be
seriously impaired, thus having a material adveffert on our financial condition or results of ogens.

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

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

There are important differences between Chilean BAsad U.S. GAAP. As a result, Chilean financial
statements and reported earnings generally difiem fthose that are reported based on U.S. GAAP. In
particular, our earnings and the amount of divideticht we declare under Chilean GAAP may be suljeat
higher degree of fluctuation as compared to U.S.ABAdue to accounting pronouncements or other
modifications required under Chilean GAAP. Note tB9the consolidated Financial Statements includes a
description of differences and a reconciliationttid net income and shareholder’s equity amountsrieg
under Chilean GAAP to U.S. GAAP.



Risks related to our financial activities

Interest rate fluctuations may have a material imgtaon our financial results

We maintain short and long-term debt priced at Lilptus a spread. As we do not have derivativeunstnts
to hedge the Libor, we are subject to fluctuationthis rate. As of December 31, 2006, we had @pprately
41% of our financial debt priced at Libor, and #fere significant increases in the rate could inpago
financial condition.

Risks related to our shares and to our ADSs

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

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

Developments in other emerging markets could maddyi affect our ADSs value

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

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

The Chilean securities markets are substantiallgllem less liquid and more volatile than the majecurities
markets in the United States. The volatility ane laquidity of the Chilean markets could increabe price
volatility of our ADSs and may impair the ability a holder to sell our ADSs into the Chilean marikethe
amount and at the price and time he or she wighde so0.

Our share price may react negatively to future adsjtions and investments

As world leaders in our core businesses, part ofstrategy is to be constantly looking for oppoities that
will allow us to consolidate and strengthen our petitive position. Pursuant to this strategy, wey rfram
time to time, evaluate and eventually carry outuéitions relating to any of our businesses. Depenon
our then current capital structure, we may neethtee significant debt and/or equity which will edf our
financial condition and future cash flows. Any cbann our financial condition could affect our riésuwof
operations, 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 Chidegnthe 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.

Our Company is a "sociedad an6nima abierta" (opeckscorporation) incorporated under the laws & th
Republic of Chile. Most of SQM's directors andiadfs reside outside the United States, princigallEZhile.
All or a substantial portion of the assets of thesesons are located outside the United States wssult, if
any of our shareholders, including holders of oubS&, 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 wittfie United
States upon these persons. Likewise, it may béculifffor them to enforce judgments obtained in tgdi
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States courts based upon the civil liability prais of the federal securities laws of the Uniteatés against
them in United States courts.

In addition, there is no treaty between the Unii¢ates and Chile providing for the reciprocal ecéonent of
foreign judgments. However, Chilean courts havemead judgments rendered in the United States,igedv
that the Chilean court finds that the United Staiegrt respected basic principles of due procedspaiblic
policy. Nevertheless, there is doubt whether aiomotould be brought successfully in Chile in thiestf
instance on the basis of liability based solely rupize civil liability provisions of the United Sest federal
securities laws.

As preemptive rights may be unavailable for our AD8lders, they have the risk of their holdings hgi
diluted if we issue new stock

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

If we issue preemptive rights, United States haldgrADSs would not be able to exercise their ggittless a
registration statement under the Securities Acteweffective with respect to such rights and theresha
issuable upon exercise of such rights or an exemgtom registration were available. We cannot essu
holders of ADSs that we will file a registratioratgment or that an exemption from registration il
available. We may, in our absolute discretion,idieaiot to prepare and file such a registratiotestant. If
our holders were unable to exercise their preemapights because SQM did not file a registratiaieshent,
the depositary would attempt to sell their rightsl alistribute the net proceeds from the sale tnthefter
deducting the depositary's fees and expensese dépositary could not sell the rights, they wangire and
holders of ADSs would not realize any value froranth In either case, ADS holders' equity interess@QM
would be diluted in proportion to the increase @NMEs capital stock.
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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" isapen stock corporation (sociedad andnima abierta)
organized under the laws of the Republic of Chilthe Company was constituted by public deed issured
June 17, 1968 by the Public Notary of Santiago, $4rgio Rodriguez Garcés. Its existence was apgrby
Decree No. 1.164 of June 22, 1968 of the Ministrfinance, and it was registered on June 29, 10684
Business Registry of Santiago, on page 4.537 N®@21. SQM's headquarters are located at El Trov4285,
Piso 6, Las Condes, Santiago, Chile. The Compaeigishone 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 bét
nineteenth century, nitrate production had becohee léading industry in Chile and the country was th
world's leading supplier of nitrates. The accattacommercial development of synthetic nitratethé1920s
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, theegjgread
commercial production of synthetic nitrates regllire a further contraction of the natural nitrateustry in
Chile, which continued to operate at depresseddent» the 1960s.

SQM was formed in 1968 through a joint venture leetw Compafia Salitrera Anglo Lautaro S.A. (“Anglo
Lautaro”) and Corporacion de Fomento de la Producdi'Corfo”), a Chilean state-owned development
corporation. Three years after our formation, if1L.9Anglo Lautaro sold all of its shares to Corfalave
were wholly owned by the Chilean Government ur@83. In 1983, Corfo began a process of privatipalip
selling our shares to the public and subsequeisting such shares on the Santiago Stock Exchd)g&988,

all of our shares were publicly owned. Our Serie&AERs have traded on the NYSE under the ticker /mb
“SQM” since 1993.

Between the years 1994 to 1999, we participatetdrbiggest non-metallic mining project ever catriait in
Chile, the development of the Atacama Salar projenbrthern Chile. During this period, the prdjesquired
an investment of approximately US$300 million, whigas used in the construction of a 500,000 toaciap
potassium chloride plant, a 22,000 ton capacityiuih carbonate plant, a close to 200,000 ton cgpaci
potassium sulfate plant and a close to 10,000 &padity boric acid plant. The potassium chloridt&jum
carbonate, potassium sulfate and boric acid pemtsurrently in operation.

To help finance the above projects, we accesseitinmational capital markets by issuing more ARiRghe
New York Stock Exchange in 1995 (Series B ADR issgd and in 1999 (by issuing our Series A ADRs on
the NYSE under the ticker symbol “SQM-A").

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

Since 2005, we have strengthened our leadershiurinmain business by increasing our capital experel
program and making appropriate acquisitions anddtitures. During this period we acquired Kefc®ubai
and the iodine business of DSM. We also sold oakesin the Italian subsidiary Impronta S.R.L. ahd t
Mexican Subsidiary Fertilizantes Olmeca; these ssaldowed SQM to concentrate its efforts on itsecor
products.
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Capital Expenditure Program

We are constantly reviewing different opportunitigs improving our production methods, increasing
production capacity of existing products and depiglg new products and markets. Additionally, digant
maintenance of capital expenditures is requiredyeyear in order to sustain our production capaditle are
focused on developing new products in responseléatified customer demand and products that can be
derived as part of our existing production. Ourizdgxpenditures in the past five years were myaislated

to the acquisition of new assets, constructionest facilities and renewal of plant and equipment.

SQM's capital expenditures in the 2004-2006 penietk the following:

20064) 20053) 20042)
(in millions of US$)
Expenditures (1) 290.5 198.1 91.4
Q) In these item, capital expenditures mean amgstment aimed at sustaining, improving or increggroduction levels,

including acquisitions and investment in relatedhpanies. These amounts will not match the conselitiatatements of
cash flows, as the Company does not consolidateloflgment stage companies.

) Includes acquisition of PCS Yumbes (US$35 onl)i The Yumbes mine is not currently being mined aame of the
purchased facilities have been relocated to be sether SQM facilities.

3) Includes acquisition of Kefco in Dubai (US$@ndlion)

4) Includes acquisition of DSM'’s lodine busindss a total of US$72 million, plus all the casltcaunts receivable and

final product inventories minus the total liab#i of the Chilean and Dutch companies consider#teitransaction.

We have developed a capital expenditure prograiimgafor investments totaling approximately US$630
million (not including acquisitions) between 20036® of which approximately US$230 million should be
spent in 2007. The main purpose of our capital edjpere program is to increase production capacfty
natural nitrates by approximately 25% and lithitembonate by more than 30%.

During 2006, the company had total capital expemég of approximately US$177.3 million (not incloglithe
DSM iodine business acquisition) primarily relatiag

. Maria Elena project including a new crushing facil

. a granular and prilling facility located at CoyarSu

. a new drying facility for soluble potassium nitrateCoya Sur

. completion of the investment in the iodine facilityd solar ponds at Nueva Victoria ; and

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

Additionally, SQM bought the iodine business of Dbt approximately US$72.0 million (plus working
capital) in January 2006.

The company has budgeted for 2007 total capitakmdiures of approximately US$230 million, primgril
relating to:

= completion of the Maria Elena project

* investment in a new potassium nitrate productiailifa at Coya Sur

= completion of the granular and prilling facilitydated at Coya Sur

» revamping of our railroad and rolling stock

* investment in the new solar ponds and wells aStilar de Atacama

* investment in the expansion of lithium carbonatedprction

= development of new mining areas at Pedro de Vadiahd various projects designed to maintain

capacity, increase yields and reduce costs.

For 2008 and 2009, we estimate total capital exjenesd of approximately US$400 million, primarilgrf (i)
the increase in lithium carbonate production capagii) the completion of the potassium nitrateogiuction
facility at Coya Sur; (iii) the upgrade of our raihd system to handle expanded capacity; (iv) @it solar
ponds and wells at the Salar de Atacama in orderct@ase production; and (v) various projectsgiesi to
maintain capacity, increase yields and lower castd,to develop new NPK-soluble blending facilities
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4.B. Business Overview

The Company

We believe we are the world’s largest integratestipcers of potassium nitrate, iodine and lithiumboaate.
We also produce other specialty plant nutritiondoicis, iodine and lithium derivatives, and ceriaaustrial
chemicals, including industrial nitrates. Our produare sold in over 100 countries through our dwide
distribution network and we generate approxima@9o of our revenues from countries outside Chiler O
products are mainly derived from mineral depositsnfl in the first and second regions of northerileCh
where we mine and process caliche ore and brinesitsp The caliche ore in northern Chile contaims t
largest known nitrate and iodine deposits in theldvand is the world’s only commercially exploitedurce

of natural nitrates. The brine deposits of the Ataa Salar, a salt-encrusted depression within theafna
Desert in northern Chile, contain high concentragicof lithium and potassium as well as significant
concentrations of sulfate and boron.

From our caliche ore deposits, we produce a widgeaof nitrate-based products used for speciakytpl
nutrition and industrial applications, as well adine and iodine derivatives. At the Atacama Salar extract
brines rich in potassium, lithium and boron, anddoce potassium chloride, potassium sulfate, lithiu
solutions, boric acid and bischofite. We produdieidim carbonate and lithium hydroxide at a plardrnie
city of Antofagasta, Chile, from the solutions bgbtifrom the Atacama Salar. We market all of thaselucts
through an established worldwide distribution netwo

Our products are divided into five main categorigsecialty plant nutrition products, iodine andigkives,
lithium and derivatives; industrial chemicals; aotther products. Specialty plant nutrition is corapd of
specialty plant nutrition products that are fezélis that enable farmers to improve yields andityuafl certain
crops. lodine, lithium and their derivatives aredisn human nutrition, pharmaceuticals and othdustrial
applications. Specifically, iodine and its deriva8 are mainly used in the x-ray contrast medialaoddes
industries and a growing application is in the mitbn of polarizing film, which is an important mponent
in liquid crystal displays (“LCDs”) screens, anthium and its derivatives are mainly used in bategreases
and frits for production of ceramics. Industriakaficals have a wide range of applications in certhiemical
processes such as the manufacturing of glass, sxgtoand ceramics. Other products include potassiu
chloride and other commodity fertilizers that amught from third parties and sold mostly in Chileda
Mexico.

For the year ended December 31, 2006, we had reseofuapproximately US$1,042.9 million, operating
income of approximately US$219.9 million and netime of approximately US$141.3 million.

Specialty Plant Nutrition We produce five principal types of specialty plaitrients: potassium nitrate,
sodium nitrate, sodium potassium nitrate, potassulfate and specialty blends. All of these sggciplant
nutrients are used in either solid or liquid forrainty on high value crops such as fruits, vegesgbtelustrial
crops, cereals and cotton, and are widely useddpscthat employ modern agricultural techniquesh sag
hydroponics, greenhousing, fertigation (where lieelr is dissolved in water prior to irrigation) chrioliar
application. According to the type of use or apgtion the products are marketed under the brands:
Ultrasol™ (fertigation), Qrop™ (field application}speedfol™ (foliar application), Allganic™ (organic
farming) and Nutrilake™ (acquaculture). Specigitgnt nutrition has certain advantages over comtyodi
fertilizers, such as rapid and effective absorpijaithout requiring nitrification), superior wataolubility,
alkaline pH (which reduces soil acidity) and lowarine content. These advantages, plus custompeciaty
blends that meet specific needs along with techsiesvice provided by us, allow us to create plautrients
solutions that add value to crops through higheldgi and better quality production. Because oodyxts are
natural or derived from natural nitrate compoundsnatural potassium brines (in the case of potassiu
sulfate), they have certain advantages over syio#tigt produced fertilizers, including the presemdecertain
beneficial trace elements and their organic natwrech makes them more attractive to customers prister
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products of natural origin. As a result, our spkgiglant nutrients enable our customers to achieigher
yields and better quality crops. Consequently, isftgglant nutrients are sold at a premium price

lodine: We are the world's leading producer of iodine &mtihe derivatives, which are used in a wide ramige
medical, pharmaceutical, agricultural and indubtaigplications, including x-ray contrast media, iseytics,
biocides and disinfectants, in the synthesis of riphaeuticals, herbicides, electronics, pigmentse dy
components and heat stabilizers

Lithium: We are the world's leading producer of lithiuantionate, which is used in a variety of applicatjon
including batteries, frits for the ceramic and emhindustries, heat resistant glass (ceramic glagsghary
aluminum, lithium bromine for air conditioner eqgmipnt, 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 prilypami the production of glass, explosives, chardo&juettes

and metal treatment. However, other uses, suchdhesaes and wastewater treatment also account for
important sales volumes and have good prospectshérfuture. Potassium nitrate, while also usedhin
manufacture of specialty glass, is consumed priynaricathode ray tubes for TV’'s and computer mansit In
addition, potassium nitrate is an important rawanat for the production of frits for the ceramasd enamel
industries. Boric acid is used in the manufactirdrits for the ceramics and enamel industriessgl and
fiberglass. Potassium chloride is used as aniaddiit oil drilling as well as in the production cérragenine.

Other Products We produce and market granular potassium chlpnideich is distributed through our
subsidiary Soquimich Comercial S.A. in Chile. Wavé close to 100% of the market share for this ycbih
Chile. In addition, we import fertilizers that adéstributed through Soquimich Comercial S.A. inil€h
offering complete fertilization services to our tmrsers.

The following table sets forth the percentage hidealn of our revenues in the 2002-2006 period adagrtd
our product lines:

2006 2005 2004 2003 2002
Specialty Plant Nutrition 48% 54% 54% 52% 51%
lodine and derivatives 21% 17% 14% 12% 15%
Lithium and derivatives 12% 9% 8% 7% 7%
Industrial Chemicals 7% 8% 9% 10% 11%
Other Products 12% 12% 15% 19% 16%
100% 100% 100% 100% 100%

Business Strateqy

Our general business strategy is to:

(1) 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 higtue;

3 continually increase the efficiency of our pumotion processes and reduce costs in order to
increase our productivity;

4 maintain leadership in our principal businessaa — specialty plant nutrients, iodine and
lithium — in terms of installed capacity, costspghiction, pricing and development of new
products; and

(5) pursue vertical integration into value addedkets.

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

Specialty Plant Nutrition

Our strategy in our specialty plant nutrition besis is to (i) continue expanding our sales of ehnitrates by
continuing to exploit the advantages of our prosaster commaodity nitrates and ammonia-based nitregel
potassium chloride fertilizers; (ii) increase oates of higher margin specialty plant nutrition gwots based
on natural nitrates, particularly soluble potassinitnate and NPK-soluble blends; (iii) pursue irvesnt
opportunities in complementary businesses to isergmoduction, reduce costs and add value to aptbira
the marketing of our products; (iv) emphasize degmelent of locally produced new specialty nutrieiends
and customized products intended to meet localifsp@tistomer needs in all of our principal markets)
focus primarily on the soluble and foliar plant ment market in order to establish a leadershigtioos (vi)
further develop our global distribution and markgtsystem directly and through strategic alliangits other
producers and global or local distributors; and) (duce our production costs through improvedcesses
and higher labor productivity so as to compete nadiectively.

lodine

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

Lithium

Our strategy in our lithium business is to (i) ntain our leadership in the lithium industry as thegest
producer and distributor of lithium carbonate aitdium hydroxide; (ii) selectively pursue downstrea
opportunities in the lithium derivatives businessid (iii) reduce our production costs through inved
processes and higher labor productivity so as topede 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 meskfor our current products; (iii) target saleofic acid to
industrial niche markets; and (iv) reduce our paidun costs through improved processes and higitsor|
productivity so as to compete more effectively.

New Business Ventures

From time to time we evaluate opportunities to expaur business in our current core businessesthmw
new business lines, both within and outside Claile] we expect to continue to do so in the future. may
decide to acquire part or all of the equity of,umndertake joint ventures or other transactions ,wather
companies involved in our businesses or in othsimesses.
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Production Process

Our integrated production process can be classifiedrding to our natural resources:
. Caliche ore deposits: contain nitrates, ioding sodium sulfate.

. Atacama Salar brines: contain potassium, lithisatfates and 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 geologicaifation theories. The consensus is that a voldanication
of deposits was followed by water runoff, leachémgl depositing in existing sediments.

Caliche deposits are located in northern Chile, rethge currently operate four mines: Pedro de Vadi
Maria Elena, Pampa Blanca and Nueva Victoria (uhioly the Iris operation, formerly the DSM lodine
business mine)

Caliche ore is found under a layer of barren ovelbn in seams with variable thickness from twenty
centimeters to five meters, and with the overburdgnying in thickness from half a meter to one ankalf
meters.

Before proper mining begins, a full explorationggtas accomplished, including full geological recaissance
and dust recovery drill holes to determine theuesst of each deposit and its quality. Drill holmples
properly identified are tested at our chemical fabaries. With the exploration information on asgd grid
pattern of drill holes, the ore evaluation stagevyates information for mine planning purpose. Mpianning

is done on a long-term basis (10 years), medium-tegisis (3 years) and short-term basis (1 yearmine
production plan is a dynamic tool that details yaWweekly and monthly production plans. Followitige
production of drill holes, information is updated offer the most accurate ore supply schedule & th
processing plants.

Generally, bulldozers first rip and remove the bweden in the mining area. This process is folldvig
production drilling and blasting to break the daéicseams. Front-end loaders load the ore on aff-taicks.
In the Pedro de Valdivia mine, trucks deliver thie to stockpiles next to rail loading stations.e®&tockpiled
ore is later loaded on to railcars that take theemal to the processing plant. In the Maria Elerirae, trucks
haul the ore and dump it directly to a primary bing installation, after which a 14 kilometer loagerland
conveyor belt system delivers the ore to the pingslant.

The ore in Pedro de Valdivia and Maria Elena plitsushed and leached to produce concentratet st
carrying the nitrate, iodine and sodium sulfatdéie Trushing of the ore delivers two products, asmé&action
that is leached in a vat system and a fine fradtiat is leached by agitation. These are followgdiquid-
solid separation, where solids precipitate as sewdlinand liquids containing nitrate and iodine agetgo
processing.

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

Caliche Ore-Derived Products

Caliche ore derived products are: sodium nitratgagsium nitrate, sodium potassium nitrate, iocine
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,ichhwas originally patented in 1921. This closé@duit

method involves adding a heated leaching solutiaihé crushed caliche in the vats to selectivedgalve the
valuable contents. The concentrated solutionds #tpoled, causing the sodium nitrate to crystlliPart of
the unloaded solution is then recycled to the legckats. The other part of the solution is steigppof its
iodine content at the proper treatment plants. drgstallized sodium nitrate is separated fromréraaining
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solution by centrifuging. The residue resultingnfr the crushing of the caliche ore is leached dtiemh
temperature with water, producing a weak solutfat ts pumped to solar evaporation ponds at ouaCy
facilities, nearby Maria Elena, for concentratioihile the process of extracting sodium nitratarfrcaliche
ore is well established, variations in chemicalteah of the ore, temperature of the leaching smhstiand
other operational features require a high degrémodv-how to manage the process effectively andiefftly.

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

Crystallized sodium nitrate is processed furthePatlro de Valdivia and Maria Elena to produce ettill
sodium nitrate, which is transported to our portilfides in Tocopilla for shipping to customers and
distributors worldwide. Our current crystallizeodéum nitrate production capacity at Pedro de Maddand
Maria Elena is approximately 770,000 metric tonsymar. A significant part of the sodium nitrateguced
at Maria Elena and Pedro de Valdivia is used ingragluction of potassium nitrate at Coya Sur, sodiu
potassium nitrate at Maria Elena and a highly egfimdustrial grade sodium nitrate at Coya Sur.

Potassium Nitrate

Potassium nitrate is produced at our Coya Surifiaaising production methods we have developede Th
solutions from the leaching of the fine fractiontioé ore, once the iodine is extracted,are pumpédhet Coya
Sur plant. These solutions loaded with nitratecamgcentrated in solar evaporation ponds. Oncadaqguate
level of concentration is reached, the solutiorcasnbined with potassium chloride to produce potessi
nitrate and discard sodium chloride. The resultiitdp potassium nitrate solution is crystallizedngsa
cooling and centrifuging process. The crystallizedassium nitrate is either processed furtherrtmyce
prilled potassium nitrate or used for the producttdd sodium potassium nitrate. The weak solutibrihe
process is re-used for further production of patessitrate. A portion of the potassium nitrataugged in the
production of a high purity technical grade potasshitrate.

Concentrated nitrate salts are produced at Panmgrac8lby leaching caliche ore in leach pads fronchviie
extract rich iodine and nitrate solutions that seat to iodine plants for iodine extraction. Aftedine has
been extracted, the solutions are sent to solgroeadon ponds where the solutions are evaporatiere rich
nitrate salt is produced. These concentratedteisalts are sent to Coya Sur or another of otipsatessing
facilities where they are leached and the resulticlg nitrate solution is used in the productionpotassium
nitrate.

Our current potassium nitrate production capacitfCaya Sur is more than 650,000 metric tons per,yea
including 260,000 metric tons per year of techngralde potassium nitrate. We expect by the end09 20
increase that capacity by approximately 250,00Gim&ns per year.

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

Sodium Potassium Nitrate

Sodium potassium nitrate is a mixture of approxetyatwo parts sodium nitrate per one part potassium
nitrate. We produce sodium potassium nitrate at Maria Elena facilities using standard, non-paent
production methods we have developed. Crystallszmtium nitrate is mixed with the crystallized pEstiam
nitrate to make sodium potassium nitrate, whictthisn prilled. The prilled sodium potassium nitride
transported to Tocopilla for bulk shipment to castos.

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

Our aggregate current production capacity is 1@ metric tons per year. With certain productiestraints
and following market conditions we may supply sodinitrate, potassium nitrate or sodium potassiuinatei
either in prilled or crystallized form.
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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 thegl® de Valdivia, Maria Elena, Nueva Victoria arahipa
Blanca facilities. As in the case of nitrates, firecess of extracting iodine from the caliche mrevell
established, but variations in the iodine and ottfemical contents of the treated ore and otheratipeal
parameters require a high level of know-how to rganthe process effectively and efficiently.

The solutions from the leaching of caliche will mafodine in iodate form. Part of the iodate siintis
reduced to iodide using sulfur dioxide, which isguced by burning sulfur. The resulting iodidedsnbined
with the rest of the untreated iodate solution étease elemental iodine. The solid iodine is thefined
through a smelting process and prilled. We havaiobéd patents in Chile and in the United Statesofo
iodine prilling process.

Prilled iodine is tested for quality control purpss then packed in 20 - 50 kilogram drums or 35®0
kilogram maxibags and transported by truck to Amgafsta or Iquique for export. Our iodine and iedin
derivative production plants have qualified undex tSO-9002 program, providing third-party cerafion —
TUV Rheinland- of the quality management system iaternational quality control standards that weeha
implemented.

Our total iodine production in 2006 was approxirya&7 thousand metric tons: approximately 2.5 tamnd
metric tons from Pedro de Valdivia, 1.3 thousandriméons from Maria Elena, 1.4 thousand metricstimom
Pampa Blanca, 3.3 thousand metric tons from Nueetoia and 1.2 thousand metric tons from Iris. eTh
Nueva Victoria facility is also used for tollingdime delivered from Pampa Blanca and Maria Elei& have
the flexibility to adjust our production accorditggmarket conditions.

As we had anticipated, the various projects orerneesignificantly increase our iodine producticapacity,
together with the recent DSM iodine business adipris have allowed us to have, from the secondtquaf
2006 onwards, an aggregate production capacityoappately 11 thousand metric tons per year, which i
higher than our sales for 2006. This will allow tashave the capability to respond to sudden chaiges
demand and the expected future demand growth. P@@P6 we recovered our operational inventoriescesi
June 2006, Iris lodine operations are halted.

We use a portion of the produced iodine to manufacinorganic iodine derivatives, which are intediage
products used for manufacturing agricultural anttitional applications, at facilities located neBantiago,
Chile, and also produce inorganic and organic dierivative products together with Ajay North Ainar
L.L.C., "Ajay," a U.S.-based Company that purchaedme 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 Amsarand Europe.

Atacama Salar Brine Deposits

The Atacama Salar, located approximately 250 kilenseeast of Antofagasta, is a salt-encrusted dsjomre
within the Atacama Desert, within which lies an ergtound deposit of brines contained in porouswsuodi
chloride rock fed by an underground inflow of wafiemm the Andes Mountains. The brines are estichtde
cover a surface of approximately 2,900 square lékens and contain commercially exploitable depaosits
potassium, lithium, sulfates and boron. Conceiginatvary at different locations throughout theasaOur
production rights to the Atacama Salar are purst@rat contract with the Chilean government, exgirin
2030.

Brines are pumped from depths between 1.5 and @8rsnbelow surface, through a field of wells theg a
located in areas of the Salar that contain relgtibéggh concentrations of potassium, lithium, stdfaboron
and other minerals.

We process these brines to produce potassium dgjolithium carbonate, lithium hydroxide, potassium
sulfate, boric acid and bischofite (magnesium dt&)c
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Potassium Chloride

We use potassium chloride in the production of ggitan nitrate. Production of our own supplies dbpsium
chloride provide us with substantial raw materi@dtcsavings.

In order to produce potassium chloride, brines ftbomAtacama Salar are pumped to solar evaporptiads.
Evaporation of the brines results in a complex talimed mixture of salts of potassium chloride aodium
chloride, of which one portion is harvested andestoand the other portion of which is reprocessatl the
remaining salts are transferred by truck to a msiog facility where the potassium chloride is saf@l by a
grinding, flotation, and filtering process. Poiass chloride is sent approximately 300 kilometer®ur Coya
Sur facilities via a dedicated dual transport sysferuck/rail), where it is used in the productioihpotassium
nitrate. We sell potassium chloride produced atAtacama Salar and in excess of our needs to phiriikes.
Our production facilities currently have a prodanticapacity up to 650,000 metric tons per year.tuélc
capacity will depend on volumes and quality of thiming resources pumped from the Salar. During 2006
actual production was lower than in 2005 and weeekthat 2007 producion will be higher than in 2006

The by-products of the potassium chloride producfocess 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 Atacama Séldrsodium chloride, which is similar to the suréamaterial
of the Atacama Salar and is deposited at sites teaproduction facility; and (iii) other salts ¢aming
magnesium chloride.

Lithium Carbonate

A portion of the brines remaining after the produttof potassium chloride is sent to additionalasol
concentration ponds adjacent to the potassium idel@roduction facility. Following additional evayation,
the remaining lithium chloride concentrated solutie transported by truck to a production facilibgated
near Antofagasta, approximately 250 kilometers fritve Atacama Salar. At the production facilitye th
solution is purified and treated with sodium cardento produce lithium carbonate, which is drieénthif
necessary, compacted and finally packaged for sfmpmOur lithium carbonate facility production eafty is
approximately 30,000 metric tons per year. A projsccurrently under way to increase our production
capacity to 40,000 metric tons per year and willcbepleted by second half 2008. Future productidh
depend on the actual volumes and quality of théulib solutions sent by the Salar operations.

Lithium Hydroxide

By the end of 2005 we completed the constructiom @rocessing facility for producing lithium hydidg
monohydrate. This facility, with a capacity of 600fnetric tons per year, is located at Salar deln@ar
adjacent to our existing lithium carbonate operatioRaw material for this operation is lithium camhte
which is reacted with a lime solution to produdgilim hydroxide brine and calcium carbonate saltictv is
filtered and piled in reservoirs. The brine is ewabed in a multiple effect evaporator and cryztadl to
produce the lithium hydroxide monohydrate whichried and packaged for dispatch to customers.

Potassium Sulfate and Boric Acid

Approximately 12 kilometers northeast of the pdtasschloride facilities at the Atacama Salar, wedurce
potassium sulfate and boric acid from the Salardsi The plant stands on an area of the Salarewtigher
sulfate and potassium concentrations are foundhénbrine. Brines are pumped to preconcentratidar so
evaporation ponds where waste sodium chloride aadtsemoved by precipitation. After further eviagtion,
the sulfate and potassium salts are harvestedaridar treatment at the potassium sulfate pldfdtassium
sulfate is produced using flotation, concentratémm reaction processes, after which it is cryged] dried
and packaged for shipment. Boric acid is produgedcrystallized form by acidulation of the final
concentrated brines, dried and packaged for shipate¢he same facility.

The principal by-products of the production of psiam sulfate are (i) nhon-commercial sodium chirid
which is deposited at sites near the productioiiitigcand (ii) remaining solutions, which are rggated into
the Atacama Salar or returned to the evaporatiogorl he principal by-products of the boric aciddarction
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process are remaining solutions that after treatwéh sodium carbonate to neutralize acidity, @imjected
into the Atacama Salar.

Specialty Plant Nutrition

We believe we are the world's largest producersotdssium nitrate. We also produce the followipgcsalty
plant nutrients: sodium nitrate, potassium nitratgjium potassium nitrate, potassium sulfate, presphate
(since 2005) and specialty blends (containing waricombinations of nitrogen, phosphate and potasaind
generally known as "NPK blends"). These speciplint nutrients have specific characteristics thatease
productivity and enhance quality when used on gedeops and soils. Additionally, these plant rarits are
well suited for high-yield agricultural techniqueach as hydroponics, fertigation, greenhousing fatidr
applications. High value crop farmers are promgtethvest in specialty plant nutrients by to thieichnical
advantages over commodity fertilizers (such as arghpotassium chloride). These advantages ttariska
products and crops with higher yields and addeditgua Our specialty plant nutrients have signifita
advantages for certain applications over commobéged nitrogen and potassium fertilizers, suchhas t
before mentioned urea and potassium chloride.

In particular, our specialty plant nutrients:

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

» are absorbed more rapidly by plants because thayotoequire nitrification, unlike ammonia based
fertilizers;

« are free of chlorine content, reducing the riskadrching roots;

« do not release hydrogen after application, theeefmoiding increased soil acidity;

* possess trace elements, which promote diseastaresisn plants and have other beneficial effects;
e are more attractive to customers who prefer pradoichatural origin; and

« are more efficient than commodity fertilizers besmauhey deliver more plant nutrients per unit of
nutrient applied.

In 2006, our revenues from specialty plant nutsewere approximately US$502.8 million, representing
approximately 48% of our total revenues for thesdry

Specialty Plant Nutrition: Market

The target market for our specialty plant nutrieats high value crops such as fruits, vegetabled,caops
raised using modern agricultural techniques. Si#%0, the international market for specialty plantrients
has grown at a faster rate than the internatioaket for commodity-type fertilizers. This is migstiue to (i)
the application of new agricultural technologiegtsuas fertigation and hydroponics and increasirg afs
greenhousing; (ii) the increase in the cost of lamich has forced farmers to improve their yiel@s) the

scarcity of water; (iv) the increase of consumpitidrvegetables per capita, and (v) the increasergaihd for
higher quality crops.

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

Increasing land costs near urban centers alsostaiomers to maximize their yield per surface ar8pecialty
plant nutrients, when applied to certain cropspHtelincrease productivity for various reasons.pénticular,
since our nitrate-based specialty plant nutriendsige nitrogen in nitric form, as opposed to amimonform
provided by urea, they are absorbed faster by crdp®ps absorb nitrogen in nitric form; thus rnigea in
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ammonium form has to be converted into nitric fannthe soil first. This is not an immediate pracés takes
time and needs special soil conditions) and retedgerogen into the soil, increasing soil acidishich in
most cases is harmful to the soil and the cropid\iitrogen application facilitates a more effici@pplication
of nutrients to the plant, thereby increasing ttop's yield and improving its quality.

Our potassium-based specialty plant nutrients blerioe free, unlike potassium chloride, which lig tmost
commonly used potassium-based commodity fertilitercertain crops, chlorine has negative effectt th
translatanto lower yield and quality.

The most important agricultural applications of isod nitrate, potassium nitrate, potassium sulfate a
sodium potassium nitrate plant nutrients are: itrtalcrops, vegetables, fruits, horticulture, sulgeet, cotton
and other high value crops.

Specialty Plant Nutrition: Our Products

Potassium nitrate, sodium potassium nitrate andigipe blends are higher margin products deriveuirfyr or
consisting of, sodium nitrate, all of which are gwoed in crystallized or prilled form. Specialtiefds are
produced using our own specialty plant nutrientd ather components at blending plants operatedhby t
Company or its affiliates and related companie<hile, USA, Mexico, United Arab Emirates, Belgium,
Holland, South Africa, Turkey and Egypt.

The following table shows our sales volume of splgciplant nutrient fertilizer products and the eaues
during the 2002-2006 period.

Sales Volume 2006 2005 2004 2003 2002
(in metric tons)

Sodium nitrate 55,000 63,300 58,900 62,500 59,500
Potassium nitrate and 635,000 690,200 707,600 696,500 558,600
sodium potassium nitrate(1)
Potassium Sulfate 172,400 178,600 157,700 143,200 61,000
Blended and other specialty 361,500 350,700 374,400 377,100 276,600
plant nutrients(2)
Revenues (in US$ millions) 502.8 487.8 426.8 362.8 2814

Q) Includes re-sales of potassium nitrate purah&sen PCS Yumbes.

2) Includes blended and other specialty plantients. It also includes Yara's products sold pamsuo our commercial

agreement.

Specialty Plant Nutrition: Marketing and Customers

In 2006, we sold our specialty plant nutrients torenthan 100 countries. During the same year,
approximately 91% of the Company's specialty plauirients sales in 2006 were exported: approximatel
29% were sold to customers in Central and South rlsme22% to customers in North America, 19% to
customers in Europe and 21% to customers in otigdoms. Without considering any sales to relatedigs,

no single customer represented more than 4.3% &'SQpecialty plant nutrients sales during 200@] auar

10 largest customers accounted in the aggregaspfooximately 24% of sales during that period.

Sales Breakdown 2006 2005 2004 2003 2002
Central and South America 29% 29% 29% 26% 30%
North America 22% 22% 22% 18% 17%
Europe 19% 20% 19% 20% 15%
Others 21% 20% 20% 27% 27%
Chile 9% 9% 10% 9% 11%

We sell our specialty plant nutrition products ddesChile mainly through our own worldwide netwask
representative offices and through our sales, teahsupport and distribution affiliates.
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In November 2001, we signed an agreement with Yaternational ASA (“Yara”, ex Norsk Hydro ASA).
This agreement allows us to make use of Yara'sibligion network in countries where its presence an
commercial infrastructure are larger than oursnil&rly, in those markets where our presencerigeg both
our specialty plant nutrients and Yara Internatioh8A's are marketed through our offices. Bothtipar
however, maintain an active control in the marlgtiftheir own products.

We also signed a joint venture agreement (JVA) Wittna and Israel Chemicals Limited at the end @120
Under this JVA, SQM, Yara, and Israel Chemicals itéch are developing the liquid and soluble plarttieat
blends business through their participation in &giae company called NU3 N.V. (“NU3"), to which SQM
and lIsrael Chemicals Limited contributed their bieg facility in Belgium, and Yara International AS
contributed its blending facility in Holland. Witlthis JVA, important synergies have been achieved,
particularly in production costs, administrationdathe marketing of soluble blends, strengthening th
development of new products and improving custoseevices.

We maintain stocks of our specialty plant nutriegntthe main markets of the Americas, Europe, Midghst
and Africa, in order to facilitate prompt delivesiéo customers. In addition, we sell specialtynplautrients
directly to some of our large customers. Salesnaaele pursuant to spot purchase orders and short-te
contracts.

In connection with our marketing efforts, we pravittchnical and agronomical assistance and supporir
customers. By working closely with our customevs, are able to identify new higher value added pctsl
and markets. Our specialty plant nutrition produmte used on a wide variety of crops, particulaiher
value-added crops that allow our customers to as&g/ield and command a premium price.

Our customers are located in the northern and southemispheres. Consequently, there are no lateri
seasonal or cyclical factors that can materialfgafthe sales of our specialty plant nutrient picisl.

Specialty Plant Nutrition: Fertilizer Sales in Che

We market specialty plants nutrients in Chile tlgloiBoquimich Comercial S.A. which sells these potglu
either alone or in blends with other imported priduy mainly urea, triple super phosphate (TSP) and
diammonium phosphate (DAP). Soquimich Comerciié smported fertilizers to farmers in Chile mairfigr
application in the production of sugar beets, deréadustrial crops, potatoes, grapes and oth#ésfr Most of

the fertilizers that Soquimich Comercial importe @urchased on a spot basis from different couninghe
world.

We believe that all contracts and agreements bet@euimich Comercial and third party suppliersthwi
respect to imported fertilizers, contain standard austomary commercial terms and conditions. muthe
preceding ten years, Soquimich Comercial has espesd no material difficulties in obtaining adeguat
supplies of such fertilizers at satisfactory prjasd we expect continuing to do so in the future.

We estimate that Soquimich Comercial's joint salédertilizers represented approximately 36% ofatot
fertilizer sales in Chile during 2006, of which smmgle customer represented more than 4% of tettlifer
sales revenues, and of which the 10 largest custoiméotal represented less than 12% of revenues.

Revenues generated by Soquimich Comercial repexsehB.6% of the Company's 2006 consolidated
revenues. Soquimich Comercial's consolidated ree®mere approximately US$142 million, US$144 willi
and US$140 million in 2006, 2005 and 2004, respelti

Specialty Plant Nutrition: Competition

We believe we are the world's largest produceraafitsn and potassium nitrate for agricultural user O
sodium nitrate products compete indirectly withcsgly and commodity-type substitutes, which mayubed

by some customers instead of sodium nitrate depgnuti the type of soil and crop to which the praduid

be applied. Such substitute products include walchitrate, ammonium nitrate and calcium ammonium
nitrate.

In the potassium nitrate market our largest congreis Trans Resources International Inc., withsitbsidiary
Haifa Chemicals Ltd. in Israel. We estimate thales of potassium nitrate by Trans Resources latiemal
and Haifa Chemicals accounted for approximately 88%6tal world sales during the year 2006.
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S.C.M. Virginia, a Chilean iodine producer, ultirigt controlled by Inverraz S.A., also produces psitiam
nitrate from caliche ore and potassium chloride.

ACF, another Chilean producer, mainly orientedadirie production, began production of potassiumatat
from caliche ore and potassium chloride during 2082 believe that ACF production will be lower than
S.C.M. Virginia.

Arab Potash, a Jordanian producer, produces potassirate in a plant located close to the PorAqéba,
Jordan.

The principal means of competition in the sale ofapsium nitrate are product quality, customer iserv
location, logistic and agronomic expertise andepric

In the potassium sulfate market, we have severapetitors of which the most important are Kali udalz
GmbH (Germany), Tessenderlo Chemie (Belgium) angkGgalt Lake Minerals Corp. (United States). We
believe that those three producers account for jarityaof the world production of potassium sulfai&/e
estimate that once we reach full production of g&itan sulfate, we will account for approximately 6%otal
world sales.

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

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

lodine

We believe we are the world's largest producerodinie. In 2006, our revenues from iodine and iodine
derivatives amounted to approximately US$217.7 iom|l representing approximately 21% of our total
revenues in that year. We estimate that our salesuated for approximately 33% of world iodine saley
volume in 2006. In January 2006, we acquired tlokna business of DSM, which represented approxigate
8% of worldwide iodine production in 2005.

lodine: Market

lodine and iodine derivatives are used in a widegeaof medical, agricultural and industrial apgimas as
well as in human and animal nutrition productsdihe and iodine derivatives are used as raw migenia
catalysts in the formulation of products, such aaycontrast media, biocides, antiseptics andhfdistants,
pharmaceutical intermediates, polarizing filmslfquid crystal displays (LCD), chemicals, herbigderganic
compounds, pigment and ink dyes. lodine is addethénform of potassium iodate or potassium iodie t
edible salt to prevent iodine deficiency disorders.

lodine: Our Products

We produce iodine and, through a joint venture wijhy, organic and inorganic iodine derivatives.N6Q
through Ajay or alone, is also actively participgtiin the iodine recycling business using iodinasete-
streams from a variety of chemical processes iigirthe United States and Asia.

Ajay-SQM Group (ASG) was formed in mid 1990s, a@iat venture between SQM and Ajay Chemical, a
U.S.-based company. ASG has currently productiantplin USA, Chile and France and is the worldislileg
inorganic and organic iodine derivatives produd¢er2006, approximately 33% of SQM's iodine salesewe
made to ASG.
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Consistent with our business strategy, we are aatigtworking on the development of new applicagidor

our iodine-based products, pursuing a continuingaagion of our businesses and maintaining our rharke
leadership. In January 2006, SQM acquired the @dind iodine derivatives business of DSM Group. The
transaction included DSM’s iodine and iodine detiixes facilities located in the first region of i&hand the
mining reserves located in the first and secondregf Chile. Additionally, SQM acquired DSM'’s ioth and
iodine derivatives commercial operation in Europee agreement involved a base payment of US$ Aibmil
plus all the cash, accounts receivable and finatlyet inventories minus total liabilities. With aoduction
capacity of approximately 2.0 thousand metric t&@%M reached an 8% global market share in 2005.

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

The following table sets forth our total sales amgenues from iodine and iodine derivatives in2062-2006
period:

Sales Volume

(|n thousand metric tons) 2006 2005 2004 2003 2002
lodine and iodine derivatives 9.8 8.1 7.7 6.6 6.4
Revenues (in US$ millions) 217.7 149.1 110.5 84.6 418

lodine: Marketing and Customers

In 2006, we sold our iodine products to around d08tomers in more than 70 countries. During Hmaes
year, most of our iodine production was exportggiraximately 34% was sold to customers in Europeyst
to customers in North America, 5% to customersémt@l and South America and 21% to customers ia,As
Oceania and other regions. Not considering salaelated parties, no single customer accounteanfme
than 10 % of the Company's iodine sales in 2006,cam ten largest customers accounted in the agtgdgr
approximately 39% of sales.

Sales Breakdown 2006 2005 2004 2003 2002
Europe 34% 30% 27% 34% 36%
North America 40% 37% 38% 40% 41%
Central and South America 5% 13% 13% 6% 13%
Others 21% 20% 22% 20% 10%

We sell iodine through our own worldwide networkrepresentative offices and through our sales, atipp
and distribution affiliates. We maintain stocksiofline at our facilities throughout the world tacilitate
prompt delivery to customers. lodine sales are nmadsuant to spot purchase orders and short, medign
long-term contracts. Long-term contracts generapecify annual minimum and maximum purchase
commitments, and prices which vary according tovaileng market prices and in some cases with prages.

lodine: Competition
SQM and several producers in Chile, Japan and 8% &ie the world's main iodine producers.

Japanese producers extract iodine from undergrduimés, which are mainly obtained together with the
extraction of natural gas. Several Japanese peoslaso have recycling facilities where they recdedine
and iodine derivatives from iodine waste streams.

We estimate that eight Japanese iodine producesuated for approximately 24% of world iodine sales
the year 2006. We estimate that the largest Japapesducer, Ise Chemicals Ltd., accounted for
approximately 10% of the world iodine sales.

We estimate that iodine producers in the UnitedeStéone of which is owned by Ise Chemicals) actzmlin
for approximately 6% of world iodine sales in theay 2006, while four Chilean companies, includirigVg

25



iodine business, accounted for approximately 57%uch sales (33% by SQM and 24% by the other Ghilea
producers).

Additionally, iodine recycling, mainly related tadD consumption has increased over the past fews yarat
currently represents approximately 8% of world imedsales.

The prices of our iodine and iodine derivative pctd are determined by world iodine prices, which a
subject to market conditions. World iodine prissy depending upon, among other things, the oelaliip
between supply and demand at any given time. Tbpelg of iodine varies principally depending upt t
production of the few major iodine producers (imthg us) and their respective business strateghks.a
result of a steady growing demand, iodine pricegeHaeen increasing since the end of 2003. Whileepri
were around US$13 per kilogram in 2003, they redicre average of approximately US$22 per kilogram in
2006.

Demand for iodine varies depending upon overaklewf economic activity and the level of demandhe
medical, pharmaceutical, industrial and other gectibat are the main users of iodine and iodinévaive
products. Prices for iodine and iodine derivapveducts in the future are expected to be infludrmesimilar
supply and demand factors and the business seate§imajor producers, some of whom either haveaar
acquire additional production capacity.

The main factors of competition in the sale of maliand iodine derivative products are reliabiliyice,

quality, customer services and the price and avilitha of substitutes. We believe we have compsit
advantages compared to other producers due toizbeos our mining reserves, the installed capasityl

relatively lower production costs (as most parboff iodine is produced as part of a process foergthoducts
-mainly sodium nitrate and potassium nitrate foriagdtural and industrial purposes). We believe imdine

is competitive with that produced by other manufests in certain advanced industrial processes. alste
believe we have benefited competitively from thegikierm relationships we have established withlarger

customers. While there are substitutes for iodivalable for certain applications, such as colppnocesses
and for use as antiseptics and disinfectants, thereno cost-effective substitutes currently atdaldor the

main nutritional, pharmaceutical, animal feed, amain chemical uses of iodine, which together actéon

most iodine sales.

Lithium

We believe we are the world's largest produceitlufim carbonate and one of the world’s largestipoers of
lithium hydroxide. In 2006, our revenues from lithi sales amounted to approximately US$128.9 mijllion
representing approximately 12% of our total revenud/e estimate that our sales accounted for appabaly
36% of world's lithium units used in productionlithium 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 applicas, including batteries, frits for the ceramic awhmel
industries, heat resistant glass (ceramic glag@#napy aluminum, air conditioning chemicals, contis
casting powder for steel extrusion, pharmaceuticatsl lithium derivatives. Lithium hydroxide is prarily
used as a raw material in the lubricating greaskisitry, as well as in the dyes and battery indesstri
Butyllithium is used as a catalyst in the synthaticber 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 pssiam chloride production at the Atacama Salar.e Th
technologies we use, together with the high comaganhs of lithium we obtain from the Atacama Sakdlow

us to be one of the lowest cost producers worldwide

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

SQM produces butyl lithium in its own plant locaiedPasadena, Texas. This product is sold pringijpaithe
U.S. market. Shipments to overseas markets stdulg the second quarter of 2006.

The following table sets forth our total sales agdenues from lithium carbonate and derivativeh@2002-
2006 period:

Sales Volume

(in thousand metric tons) 2006 2005 2004 2003 2002
Lithium carbonate and derivatives 30.4 27.8 31.2 427 223
Revenues (in US$ millions) 128.9 814 62.6 49.7 337.

Lithium: Marketing and Customers

In 2006, we sold our lithium products to approxiemat270 customers in approximately 50 countries.
Virtually all of our lithium products were sold ageas: approximately 32% to customers in Europ# &3
customers in North America, 36% to customers ira4sid Oceania and 8% to customers in other regiNps.
single customer accounted for more than 11% ofQbmpany's sales in 2006, and our ten largest cestom
accounted in the aggregate for approximately 47%altefs.

Sales Breakdown 2006 2005 2004 2003 2002
Europe 32% 33% 32% 31% 40%
North America 24% 25% 26% 29% 37%
Asia and Oceania 36% 31% 37% 37% 21%
Others 8% 11% 5% 3% 2%

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”). We estimate
that they together sold approximately 43% of lithiin the lithium chemicals market (excluding lithiu
minerals) in 2006. Chemetall produces lithium cadie in its operations located in Chile (Socied&ieta

del Litio Limitada) and Nevada, USA. Its productiohdownstream lithium products is mostly perfornied
the United States, Germany and Taiwan. FMC hasuygtamh facilities in Argentina (Minera del Altipla,
where they produce lithium chloride and lithiumhmamate. Production of its downstream lithium prddus
mostly performed in the United States and the dritemgdom.

Additionally lithium carbonate is being producedGhina and we believe this production will incre@s¢he
near future.

We estimate that worldwide sales of lithium chensieaxpressed as lithium carbonate equivalent (ebiadu
lithium minerals) amounted to approximately 83,08€tric tons in 2006.

Industrial Chemicals

In addition to producing sodium nitrate for agrtcwhl applications, we produce three grades ofisndiitrate
for industrial applications: industrial, technicahd refined grades. The three grades differ mamlgurity.
Our industrial grades of potassium nitrate alsfedifrom agricultural grade potassium nitrate sdegree of
purity. We enjoy certain operational flexibility wh producing industrial potassium nitrate becauss i
produced from the same process as its equivalemtuétgral grade, needing only an additional stdp o
purification. We may, with certain constraints, fsliroduction from one grade to the other depending
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market conditions. This flexibility allows us to rimize yields as well as to reduce commercial ridk.
addition to producing industrial nitrates, we proeioric acid. Boric acid is a by-product of tmedquction of
potassium sulfate. In 2006, our revenues from imdschemicals were approximately US$71.3 million,
representing approximately 7% of our total reverfoeshat year.

Industrial Chemicals: Market

Industrial sodium nitrate and potassium nitrateumed in a wide range of industrial applicationsjuding the
production of glass, ceramics, explosives, chardmajuettes and various chemical processes andl meta
treatments. Boric acid is mainly used in the glassamics, fiberglass, enamels and as a raw miaiterihe
fabrication of screens for LCDs.

We estimate that our sales of industrial sodiumatet (excluding production in China and India, vbhis
consumed internally) and potassium nitrate in 286&unted for 54%, and 30%, respectively, of weide
sales in that period.

Industrial Chemicals: Our Products

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

The following table sets forth our sales volumesnalustrial chemicals and total revenues in the222006
period:

Sales Volumé*)

(in metric tons) 2006 2005 2004 2003 2002
Industrial nitrates 162,000 176,300 192,800 193,200 187,300
Boric Acid 9,700 6,300 6,120 10,700 11,300
Revenues (in US$ millions) 71.3 70.5 68.8 66.7 62.3

(*) We halted our sodium sulfate production at beginning of 2006 to prioritize the production dfrates. We do not
expect to produce sodium sulfate again in the steomh. As a result of this change, we have ceasedctude sodium
sulfate in this business line, and we have redladsis volumes and revenues to the “Others” segme

Our aggregate current sodium nitrate productionaciyp is approximately 740,000 metric tons per year
(agricultural and industrial grades). Within certaroduction constraints, we may use our prodact@apacity

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

Industrial Chemicals: Marketing and Customers

We sold our industrial nitrate products in morent!s® countries in 2006. Approximately 41% of oales of
industrial chemicals were made to customers in IN&erica, 29% to customers in Europe, 17% to
customers in Central and South America and 13%us$tomers in Asia, Oceania and other regions. Nglesi
customer accounted for more than 7% of the Compasajles of industrial chemicals in 2006, and oor te
largest customers accounted in the aggregate fooaimately 36% of such sales.

Sales Breakdown 2006 2005 2004 2003 2002
North America 41% 42% 38% 39% 31%
Europe 29% 28% 23% 25% 17%
Central and South America 17% 17% 24% 12% 24%
Others 13% 13% 15% 24% 28%

We sell our industrial chemical products mainlyotigh our own worldwide network of representativiiceb
and through our sales and distribution affiliat#¥e maintain inventories of our industrial sodiuitraie and
technical potassium nitrate products at our faeditin Europe, North America, South Africa and $out
America to achieve prompt deliveries to customerdustrial sodium nitrate and technical potassittrate
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sales are made pursuant to spot purchase ordarfe3aarch and Development department, togethlrowit
foreign affiliates, provide technical support ta @ustomers and continuously work with them to deyeew
products or applications for our products.

Industrial Chemicals: Competition

We believe we are the world's largest producendtistrial sodium nitrate. We estimate that we antaxd for
approximately 54% of world production of industrigbdium nitrate in 2006 (excluding China and India
internal demand, for which reliable estimates awe available). Our competitors are mainly in Eurcrel
Asia. These producers together represent 46%talf gooduction and produce sodium nitrate as aroghyrct

of other production processes. In the refined grsmtium nitrate market, Badische Anilin und Sodarkk
AG (BASF), a German corporation, and several predsiin Japan (the largest of which is MitsubishC&.
Ltd.), are highly competitive in the European arslafh markets. Our industrial sodium nitrate prosiaso
compete indirectly with substitute chemicals, inihg sodium carbonate, sodium hydroxide, sodiurfatayl
calcium nitrate and ammonium nitrate, which maybed in certain applications instead of sodiunatétand
are available from a large number of producersdvade.

Our main competitor in the technical potassiumat@mmarket is Haifa Chemicals Ltd., which we estarteas
a 28% market share in the industrial sector. Wienest our market share at approximately 30% foi6200

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

Raw Materials

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

Other important raw materials are sodium carbo(iatéthium carbonate production and for neutrdiiza of
iodine solutions), anti-caking and anti-dust age(itsthe production of nitrates), kerosene (in tbdine
production), ammonium nitrate (in the preparatidntitte anfo that is used as explosives in the mining
operations), diesel (mainly in mining equipment axl replacement of natural gas), natural gas (at he
generation and heating processes), fuel oil (alaeement of natural gas), electricity acquiredrirelectric
utilities and woven bags for packaging our finedgqucts. Our raw material costs (excluding caliohe and
salar brines and including energy) representedoxppately 11.7% of our cost of sales in 2006.

Most of our raw materials, especially energy-relataw materials, have experienced significant price
increases in the last year.

In 1998 we entered into a long-term (fifteen yeactricity supply agreement with Norgener, a majo
Chilean electricity producer. During 1999, we eeteinto a long-term (ten years) electricity supgpdyeement
with Electroandina S.A., also a major Chilean eleity producer. Since April 2000, the Company baen
connected to the Sistema Interconectado del Noréadg, (SING), which is our current electricity pligr
and is the supplier for most cities and indusftaallities in northern Chile. As of December 3008 we were
party to arbitration proceedings with Electroandamal Norgener. As of June, 2007 the arbitratiorceeding
with Norgener has finalized and the arbitrationhwilectroandina continues its course. For a disonssf
risks related to electricity supply, see Item yKnformation—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. Thisgapply is sufficient to satisfy the requiremeiatisthe
facilities that are connected to a gas supply. dilugless, we are currently facing important shedag the
supply of natural gas derived from export reswitsi imposed by the Argentinean government. For a
discussion of risks related to natural gas suppdyleem 3. Key Information—Risk Factors.

We obtain ammonium nitrate, kerosene and soda rash $everal large suppliers, mainly in Chile and th
United States, under long-term contracts or gersgetements, some of which contain provisions fowal
revisions of prices, quantities and deliveries. &¢gquire potassium chloride from Sociedad Chilernd. di®
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Limitada, a local Chilean supplier. Diesel fueloltained under contracts that provide for salefuef at
international market prices.

We believe that all of the contracts and agreentestiseen SQM and third-party suppliers with respeatur
main raw materials contain standard and customamneercial terms and conditions.

Water Supply

The main sources of water for our nitrate and iedacilities at Pedro de Valdivia, Maria Elena &aya Sur
are the Loa and San Salvador rivers, which run peamproduction facilities. Water for our Pampa ri2la,
Nueva Victoria and Atacama Salar facilities is aied from wells near the production facilities.the case of
Pampa Blanca we additionally buy water from thiadties for our production processes. We have psrmit
from the Chilean Water Authority to explore for #&amhal non-potable water and permits to use ghmater
rights for an indefinite period of time (based @eafied maximum volumes) without charge. In additiwe
purchase potable water from local utility compani&e have not experienced significant difficultasaining
the necessary water to conduct our operations.

Government Regulations

We are subject to the full range of government liagns and supervision generally applicable to panies
engaged in business in Chile, including labor lassgial security laws, public health laws, consumer
protection laws, environmental laws, securitiesdamd anti-trust laws. These include regulatiansertsure
sanitary and safe conditions in manufacturing glant

We conduct our mining operations pursuant to egpion concessions and exploitation concessionstepan
pursuant to applicable Chilean law. Exploitatiameessions essentially grant a perpetual rightotalact
mining operations in the areas covered by the c®ioes, provided that annual concession fees aale(\wah
the exception of the Atacama Salar rights, whickehaeen leased to us until 2030). Exploration cssioas
permit us to explore for mineral resources on #rellcovered thereby for a specified period of tieg] to
subsequently request a corresponding exploitatoc&ssion.

We also hold water rights obtained from the Chileater regulatory authority for a supply of wateon
rivers or wells near our production facilities scifnt to meet our current and anticipated openatio
requirements. See Item 3. Key Information foriscassion under "Risk Factors" of how changes inimgi
and water rights laws could affect our operatingt&oWe operate port facilities at Tocopilla foipshent of
products and delivery of certain raw materials pané to maritime concessions, under applicablee@hil
laws, which are normally renewable on applicatiprgvided that such facilities are used as authdrimed
annual concession fees are paid.

Under Law No. 16,319, the Company has an agreewiémthe Chilean Commission of Nuclear Energy (the
“CCHEN?”) regarding the exploitation and sale ohilitm from the Atacama Salar. The agreement setdyyea
guotas for the tonnage of lithium authorized tosbél for each year of the Atacama Salar, as detechby
the agreement.

The following recent changes in Chilean law arelliko affect our operations:

The Chilean Congress recently approved modificatiinthe Water Code. The changes to the Water Code
include establishing annual fee payments for owonémsater rights that do not use the water assediatith
them. This fee does not affect the holder’s rightise aquifers. The criteria used to determine wights or
what part of such rights would be subject to thiawal fee relate to whether the resource is conduwmee-
injected into the stream after its use (definethaswater right’s “consumptive condition”), whetttee use of

the resource is sporadic or permanent (frequenaysej and the geographical location of the intatiatp
relative to an area’s overall water supply.

On May 18, 2005, the Chilean Congress approved Naw20,026, also known as the “Royalty Il Law,”
which established a royalty to be applied to mirgagjvities developed in Chile, levied on miningrqmanies
whose sales are equal to or greater than the dgoivealue of 12,000 metric tons of fine copper (MFas
determined according to the London Metal Exchangad& A copper cash quotation. This new mining
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royalty, which has been applied from 2006 onwaisl$vied on the “taxable operating income” (as tierm
is defined in Law No. 20,026) of the mining compaaya rate that varies from 0.5% up to 5% dependim
the consolidated annual sales.

There are currently no material legal or administeaproceedings pending against the Company veisipect
to any regulatory matter, except as discussed uiitferironmental Regulations” below, and we belighiat
we are in compliance in all material respects withapplicable statutory and administrative regale with
respect to our business

Environmental Regulations

Our operations in Chile are subject to both naticenad local regulations related to the environnent’
protection. The fundamental environmental laws imle€Care the Health Code and the Chilean Envirortaten
Framework Law.

The Chilean Environmental Framework Law created @®I, which is the governmental agency in charge
of supervising the due compliance with the Childamvironmental Framework Law. Under the Chilean
Environmental Framework Law, we are required todemb environmental impact studies of any future
projects or activities (or their significant moditions) that may affect the environment. CONAMAlerates
environmental impact studies submitted for its appl and also oversees the implementation of pimjdhe
Chilean Environmental Framework Law also enablégafe citizens, public agencies or local authositie
challenge projects that may affect the environmeitlher before these projects are executed or thegeare
already operating. Enforcement remedies availaidtide temporary or permanent closure of facilitesl
fines.

Chilean environmental regulations have become @singly stringent in recent years, both in respédhe
approval of new projects and in connection with implementation and development of projects already
approved. This trend is likely to continue andtHermore, recently implemented environmental reguia in
Chile have created uncertainty because rules aftdoement procedures for these regulations havéoeen
fully developed. Given public interest in envirommted enforcement matters, these regulations may lads
subject to political considerations that are beyoadcontrol.

On August 10, 1993, the Ministry of Health publidhi@ the Official Gazette a determination pursutnt
applicable air quality standard regulations stathrey atmospheric particulate levels at our pradadacilities

in Maria Elena and Pedro de Valdivia exceeded tyustandards for breathable air affecting the neéotns.
The high particulate matter levels are principdtiym dust produced during the processing of caliohs
particularly the crushing of the ore before leaghifResidents of the town of Pedro de Valdivia weltecated

to the town of Maria Elena, practically removingdRede Valdivia from the scope of the determinatibithe
Ministry of Health. In the year 2000, CONAMA appeul a plan to reduce the atmospheric particulatelde
below permissible levels by July of the same yewith certain amendments, by Decree N°164/2000.
Although we followed the plan and reduced subsddiptithe atmospheric particulate levels at our ggal
production facilities, as a result of the investtseand processes implemented, we were not ablellio f
comply with the July 2000 timetable. ResolutiorB8%, published in the Official Gazette on May 160@,
initiated a revision and reformulation of the plaifhe new plan was published by Decree N°37/2004 on
March 2004, and it demands to reduce 80% of the®anis for atmospheric particulate material in fwars.
We designed a new project that modifies the millamgl screening systems used in the processingeof th
caliche ore at Maria Elena facilities, which shoaltbw for the necessary reduction of particulataterial
emissions. An environmental impact study for thejgut was presented to the Environment Commissimh a
it was approved through Resolution N°270 in Octd#5. Upon issuing the approval for the environtalen
impact study, the Environmental Commission issuedrBe N°53975, which authorizes this project aotie
through which we will comply with the emission retions asked for in Decree N° 37/2004. The ptojec
finished construction in April 2007 and is estinthte be in full operation by July 2007.

We continuously monitor the impact of our operagiam the environment and have made, from timente, ti
modifications to our facilities trying to eliminatny adverse impact. Also, over time, new envirental
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standards and regulations have been enacted, Wwhigh required minor adjustments or modification®wf
operations for full compliance. We anticipate thdtitional laws and regulations will be enactedraime

with respect to environmental matters. While wéelbe that we will continue to be in compliance hwill
applicable environmental regulations of which we aow aware, there can be no assurance that future
legislative or regulatory developments will not inse material restrictions on our operations. W kath
committed to complying with all applicable enviroental regulations and applying an Environmental
Management System (EMS) to continuously improveemwironmental performance.

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

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 amxliahd traded on the Chilean Stock Exchanges, and
Ajay SQM Chile S.A., which is 51% owned by SQM. eTtollowing is a summary of our main subsidiaries a
of March 31, 2007. For a list of all our consolelhtsubsidiaries see Note 2(a) to the ConsolidaiteahEial
Statements

SQM Beneficial

Main subsidiaries Activity Country (.)f 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 Cogipan Chile 100%

products directly and through other
subsidiaries and affiliates of SQM
SQM Salar S.A. Exploits the Atacama Salar to preduc Chile 100%
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 domestically the Company’s Chile 61%
S.A specialty plant nutrition products and
imports fertilizers for resale in Chile
Ajay-SQM Chile S.A. Produces and markets the Comsan Chile 51%
iodine and iodine derivatives
Sales and distribution Market the Company’s products Various

affiliates 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 througlhe valley of the Tarapaca and Antofagasteoregof
northern Chile (el Norte Grande), referred to atilely as the "Caliche Ore Mines" are discussest.fi
Second, are the company's mining interests witlénAtacama Desert in the eastern region of el Narésde
(the "Atacama Salar Brines") are then discussed.

DESCRIPTION OF THE CALICHE ORE MINES

As of December 31 2006, we held exploration right&xploitation rights to mineral resources repnéseg

approximately 1,799,441 hectares. We have alsmiidal applications for exploration and exploitatiaghts

for more than 728,874 additional hectares. As phithese rights, we have six mines covering ama arfe
approximately 388,000 hectares. Of these six mifag are being exploited and two are without eatr
operations. Additionally, at the beginning of 2006 incorporated the Iris mine as described below.

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 approximat@lyyears
and were previously owned and operated by Anglotdrau The area currently being mined is located
approximately 25 kilometers west of the Pedro dielVe production facilities. Our mining faciliteeat Pedro
de Valdivia have a Weighted Average Age of appratety 9.4 years. Electricity, diesel and natuies,gand
fuel oil are the primary source power for this Gemn.

Maria Elena

The mine and facilities that we operate in Marianal are located 220 kilometers northeast of Antasfeegand
are accessible by highway. These facilities havenbi@ operation for approximately 82 years and were
previously owned and operated by Anglo Lautaro. ditea currently being mined is located approxingaid!
kilometers north of the Maria Elena production lfaes. The power sources utilized are mainly eleity,
diesel, natural gas and fuel oil. The Weighted Ager Age of the Company's mining facilities at Mdlana

is approximately 11.7 years.

Pampa Blanca

We currently conduct caliche ore operations in PamBfanca, which is located 100 kilometers northedist
Antofagasta and is accessible by highway. Beginmin@987, the output from Pampa Blanca was derived
from old waste ore deposits. In 1997 we began rgimew caliche ore deposits at Pampa Blanca. ©re fr
this mine is transported by truck to nearby heagheng pads where it is used to produce iodineraindte
salts. Various companies conducted mining operatet the site in the late 1920s. The Weighted dger
Age of the ore recovery facilities at Pampa Blaiscapproximately 12.5 years. The power sourcezetiliis
mostly electricity, produced by mobile diesel geners.

Nueva Victoria

At the end of 2002, we restarted our caliche orerajpns in Nueva Victoria. This site is located018
kilometers north of Maria Elena and is accessigleighway. Ore from Nueva Victoria is transportgdtiuck
to heap leaching pads where it is then used tousmébdine. The Weighted Average Age of the orevery
facilities at Nueva Victoria is approximately 4.&ars. The power source utilized is mostly eledyrci
obtained from the SING.

Mapocho—Inactive

The Mapocho mine is located 67 kilometers northefidguique in the First Region and is accessible b
highway. During its years of operation, Mapochaswaned for caliche ore. Production started in6l80m
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old waste deposits and then shifted to new calareedeposits in 1997. The ore in Mapocho was tremsg
by truck to heap leaching pads and then used tupmiodine. We shut down the plant and dismaritled
1999. This mine represents a future extension @vidlictoria mining operations

Soronal—Stand By

We have proven and probable reserves at Soronathwi$ located 35 kilometers to the north of Nueva
Victoria and is accessible by highway. This area hat been exploited yet, but represents a futatension
of Nueva Victoria mining operations.

Iris—Stand By

Formerly the mine used by DSM, it is not currentyoperation. This mine was in operation during fingt
half of 2006 and was not exploited during the mdsthe year. This area has not been further eggldny us
since its acquisition at the beginning of 2006 ref@re we have not carried out an estimation ofv@noor
probable reserves. This mine represents a futusmsion of Nueva Victoria mining operations, oroatinuity
of operations of the Iris iodine operations.

Description of the Atacama Salar Brines

Atacama Salar Brines

We hold rights to exploit the mineral resourceginarea covering approximately 197,000 hectarésnaf in
the Atacama Salar in northern Chile, and have egdr additional rights covering approximately 10
hectares. The Weighted Average Age of our minegjlifies at Atacama Salar is approximately 7.7rgea
The main source of power used by the operatiotedreity.

Additional Mining Operations Leased in the Atacan®alar Region

SQM Salar S.A. holds exclusive rights to exploi¢ tmineral resources in an area covering approxiynate
197,000 hectares of land in the Atacama Salar itham Chile. These rights include 147,000 hestdnat

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 mdaterally amend the Lease Agreement and thegight
exploit the resources cannot be transferred. Hasé Agreement provides that SQM Salar S.A. iresble

for the maintenance of Corfo’s exploitation rightsd for annual payments to the Chilean governmedt a
expires on December 31, 2030. SQM Salar S.A. quired to make lease-royalty payments to Corfo
according to specified percentages of the valuprofluction of minerals extracted from the AtacanaéaS
brines. In the years 2006, 2005 and 2004, roymiyments amounted to approximately US$ 9.2 millldg$

6.8 million, and US$4.9 million, respectively.

In addition to the mining rights leased to SQM $&aA. described above, Corfo has exclusive mimights
covering a total area of approximately 65,200 aoicl hectares in the Atacama Salar. Under thagerf the
Atacama Salar Project Agreement between Corfo @M Salar S.A., (the Project Agreement), Corfo has
agreed that it will not permit any other personetplore, exploit or mine any mineral resourceshase
65,200 hectares of the Atacama Salar. The PrAgmdement expires on December 31, 2030.

Concessions, Extraction Yields and Reserves for th@aliche Ore Mines and Salar Brines

Concessions Generally

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

(1) "Exploitation Concessions" These are concessihereby we are legally entitled to use the ianarder
to exploit the mineral resources contained themina perpetual basis subject to annual paymentheto
Chilean government; or
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(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 yeatthd area covered by the concession is reducedlby ha

An Exploration Concession is generally obtaineddorposes of evaluating the mineral resources iaraa.
Generally, after the holder of the Exploration Gesgion has determined that the area contains &dgki
mineral resources, such holder will apply for arpléiation Concession for the area. Such appbcatiill
give the holder absolute priority with respect tets Exploitation Concession against third partidé.the
holder of the Exploration Concession determines tha area does not contain commercially exploiabl
mineral resources, the concession is usually atfoiwdapse, although it is our policy to conversiantially
all Exploration Concessions to Exploitation Con@@ss. An application also can be made for an Hiqtion
Concession without first having obtained an ExgloraConcession for the area involved.

Concessions for the Caliche Ore Mines and Salar s

Approximately 79% of our total mining concessioms held pursuant to Exploitation Concessions arf 21
pursuant to Exploration Concessions, not includireps within the Atacama Salar Mines. Of the Hiqtion
Concessions, approximately 77% have been alreadytegt pursuant to applicable Chilean law, and
approximately 23% are in the process of being e@dnDf the Exploration Concessions, approximat&i6 6
have been already granted pursuant to applicabillea@hlaw, and approximately 40% are in the proa#ss
being granted. Chile owns substantially all thefese land covering our Exploration and Exploitation
Concessions.

We made payments to the Chilean government for Bxploration and Exploitation Concessions of
approximately US$5.9 million in the year 2006.

The following table sets forth our exploitation agxploration concessions as of December 31, 2006:

Exploitation Concessions Exploration Concessions
Total Total Total
Mines(*) number hectares number hectares number hectares
Pedro de Valdivia 708 93,207 2 100 710 93,307
Maria Elena 658 125,879 38 2,838 696 128,717
Pampa Blanca 516 96,718 2 30 518 96,748
Nueva Victoria 71 8,366 15 2,829 86 11,195
Mapocho 61 8,240 11 366 72 8,606
Soronal 311 42,580 49 6,883 360 49,463
Atacama Salar 132 197,483 669 194,700 801 392,183
Sub total mines 2,457 572,473 786 207,746 3,243 780,219
Other caliche areas 6,648 1,743,225 1,228 397,054 7,876 2,140,279
Salars and other areas 123 31,053 111 30,300 234 61,353
Sub total other areas 6,771 1,774,278 1,339 427,354 8,110 2,201,632
Total 9,228 2,346,751 2,125 635,100 11,353 2,981,851

(*) We have included in this table both grantedassions and concessions in the process of beamgegl
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Extraction Yields
The following table sets forth certain operatingadelating to each of our mines (1):

(Values in thousands unless otherwise stated) 2004 2005 2006
Pedro de Valdivia

Metric tons of ore mined 12,029 12,362 11,652
Average grade Nitrate (% by weight) 7.2 7.2 7.4
lodine (parts per million (ppm)) 378 402 399
Metric tons of Crystallized Nitrate Produced 458 476 454
Metric tons of lodine Produced 2.3 2.6 2.5

Maria Elena (1)

Metric tons of ore mined 5,835 5,917 5,682
Average grade Nitrate (% by weight) 8.6 8.0 7.5
lodine (ppm) 485 428 399
Metric tons of Crystallized Nitrate Produced 480 479 504
Metric tons of lodine Produced 15 1.4 1.3

Pampa Blanca

Metric tons of ore recovered 4,976 5,309 4,832
lodine (ppm) 560 520 530
Metric tons of lodine Produced 1.4 1.5 1.4

Nueva Victoria

Metric tons of ore recovered 6,776 7,140 12,024
lodine (ppm) 505 504 501
Metric tons of lodine Produced 2.0 2.2 3.4
Iris

Metric tons of ore recovered - - 2,611
lodine (ppm) - - 440
Metric tons of lodine Produced - - 1.2
SQM Salar

Metric tons of Lithium Carbonate Produced 27 27 29
Metric tons of Potash Produced 638 632 539
Metric tons of Potassium Sulfate Produced 178 162 170
Metric tons of Boric Acid 9 9 8

(1) Includes production at Coya Sur from treatmainfines and nitrates from pile treatment at ParBfgnca, Maria Elena
and Pedro de Valdivia.
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Reserves

Caliche ore

Our in-house staff of geologists and mining engisgarepares our estimates of caliche ore reservds
proven and probable reserve figures presented batewestimates, and no assurance can be giverththat
indicated levels of recovery of nitrates and iodiik be realized. See Item 3. D. Risk factors.

We estimate ore reserves based on engineeringagieaisl of assay values derived from sampling df-dri
holes and other openings. Several drill-hole sgpdiave been used for recognizing mining resources.
Normally, we start with 400 x 400 meters and thenreduce spacing to 200x200 meters and 100x100snete
and 50x50 meters. The geological occurrence otlwalimineral is unique and different from other diieta
and non-metallic minerals. Caliche ore is foundhairge horizontal layers at depths ranging froro 4 tneters
and has an overburden between 0 to 2 meters. Bhigohtal layering is a natural geological conditiand
allows the Company to estimate the continuity & daliche bed based on surface geological recasaraie
and analysis of samples and trenches. Mining ressuan be calculated using the information froendtill-

hole sampling.

According to our experience in caliche ore, thel grattern drill-holes with spacing equal to or l&éssn 100
meters produce data on the caliche resourcesstzaffficiently defined to consider them measuessburces
and then, adjusting for technical, economic andllegpects, as proven reserves. These reservebtaneed
using the Kriging evaluation and the applicationopkrational parameters to obtain economically ifatae
reserves. Similarly, the information obtained frdetailed geologic work and samples taken from pgatiern
drill-holes with spacing equal to or less than 206ters can be considered indicated resources amj th
adjusting for technical, economic and legal aspextgrobable reserves. The degree of certainpyaifable
reserves, although lower than that of proven resgris high enough to assume continuity betweentpoif
observation. These probable reserves are obthinedaluation of polygons and have an uncertaintgroor
margin greater than that of proven reserves.

The updated estimates of our proven reserves igheabre at each of our mines, as of December 88,24re
as follows:

Proven Reserves Nitrate Average Grade lodine Average Grade
Mine (millions of metric tons) (percentage by weight (parts per million)
Pedro de Valdivia 158.7 7.1% 371
Maria Elena 136.6 7.2% 416
Pampa Blanca 78.1 6.2% 546
Nueva Victoria 93.9 4.1% 460
Mapocho 4.6 5.3% 436
Soronal 158.9 7.1% 405

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

December 31 2006, are the following:

Probable Reserves Nitrate Average Grade lodine Average Grade
Mine (millions of metric tong (percentage by weight) (parts per million)
Pedro de Valdivia 133.5 6.8% 435
Maria Elena 97.6 7.3% 380
Pampa Blanca 429.4 6.0% 524
Nueva Victoria 71.7 3.7% 440
Soronal 59.1 7.6% 362

The proven and probable reserves shown above aenesult of exploration and evaluation in approxeha
15.2% of the total caliche-related mining propextyur Company. However, we have explored thosasain
which we believe there is a higher potential offfing high-grade caliche ore minerals. The remai@ag%
of this area has not been explored yet or hasdimieconnaissance as inferred or hypothetical ressu
Reserves shown in these tables consider and angateld over mining properties that are not invdlie any
legal issues between SQM and other parties. Addilip, these reserves do not include the Iris ahiawe not
carried out an estimation of proven or probablemess since its acquisition at the beginning of&200
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Proven and probable reserves are determined usiegsive drilling, sampling and mine modeling which
attempts to account for restrictions for cut-ofidgs, ore type, dilution, waste-to-ore-ratio arel aepth from
which economic feasibility has been determined. éflogless, metric tons of nitrates and iodine coethin
the proven and probable caliche ore reserves anmgrshefore exploitation losses and prior to angédssfrom
metallurgical treatment.

Considering the normal lower degree of certaintypliobable reserves compared to proven reservesinand
accordance with caliche ore continuity, samplingl aeserves calculations, it is possible to tramsfdhe
values calculated as probable reserves in ordeshtw them at similar basis of proven reserves. The
transforming factors depend on the different geiclagnditions and continuity recognized mine by ejibut

on average are higher than 60%.

Additionally, proven and probable reserves couldafiected by mining exploitation methods which tesu

differences between reserves estimates that aikalaeafor exploitation in the mining plan and rgeoable

material that is finally transferred to the leachirats or heaps. The average mining exploitatiotofafor our

different mines ranges between 80% and 90%. Aaditly, the average global metallurgical recovenés
processes for nitrate and iodine contained in¢cevered material varies between 55% to 65%.

Exploration Program We maintain a permanent program of exploratioth mesource evaluation on the land
surrounding the mines at Nueva Victoria, Pedro d&lVia, Maria Elena and Pampa Blanca and at atites
for which we have the appropriate concessions2006, we continued a basic reconnaissance prognatineo
new mining properties including a geological magpirf the surface and spaced drill-holes campaigeriog
approximately 42,171 hectares. Additionally, waduacted general explorations based on a closepgiiern
drill-holes in a total area of approximately 1,15dctares and, in addition, carried out in-depthiug of
approximately 1,936 hectares (761 hectares at R#mrdaldivia, 341 hectares at Maria Elena, 710dnest
Nueva Victoria and 119 hectares at Pampa Blan€ag exploration and development program in 20015 cal
for a basic reconnaissance program over a total@r84,221 hectares, general exploration ovetah smea of
about 1,836 hectares and, in addition, in-depttpsiagiof approximately 1,813 hectares.

Reserves and Concessions for the Atacama Salar Beis

Reserves for the Atacama Salar Brines

Our in-house staff of hydro-geologists and miningiaeers prepares our estimates of potassium,tesulfa
lithium and boron reserves at the Atacama Salae hHale explored the land up to a depth of 100 meted
estimate that our proven and probable reservegdbas economic restrictions, geostatistical analysid
brine sampling up to a depth of 30 and 50 meteesas follows:

Proven Reserves Probable Reserves
(millions of metric tons) (millions of metric tons)
Potassium (K) 39.9 5.1
Sulfate (SQ?%) 36.1 1.3
Lithium (Li ¥) 2.1 1.3
Boron (B*) 1.2 0.1

The proven and probable reserves are based oimglritirine sampling and geo-statistic reservoir aliog in
order to estimate brine volumes and their compmsitiTo evaluate reserves, we conduct a geostatistudy
using the Kriging method in 2D. We calculate thmaldy 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 ofé@md drainable percentage, we determine the nuofber
metric tons for each of the chemical ions. Proveserves are defined as those geographical bltaks t
comply with a Kriging method estimation error of tp15%. In the case of probable reserves, thectsel
blocks must comply with an estimation error betw&8ft and 35%. Blocks with an error greater tha¥h 35
are not considered in the evaluation of reservEkis procedure considers process restrictions fidrth
economic feasibility has been determined to prodwremercial products like potassium chloride, psitan
sulfate, lithium carbonate and boric acid. Metdos of potassium, sulfate, lithium and boron coesad in
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the proven and probable reserves are shown bef@sed from evaporation processes and metallurgical
treatment.

The recoveries of each ion depend on brine conipositvhich changes in time, and the process appted
produce the desired commercial products. Pondsraatdllurgical recoveries for potassium vary fron¥aio
68% while for sulfate vary from 27% to 44%. Theaeeries for lithium vary from 28% to 32% and farbn

is approximately 29%.

PORTS AND WATER RIGHTS

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

rivers and wells near our production facilities feignt to meet our current and anticipated opereti

requirements.
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The map below shows the location of SQM's principaling operations and land concessions.
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PRODUCTION FACILITIES

Our principal production facilities are located near mines and extraction facilities in northerhil€. The
following table sets forth the principal productifatilities as of December 31, 2006:

Location Type of Facility Approximate Size(1) (Hectares)

Pedro de Valdivia Nitrate, sulfate and iodine prddn 126

Maria Elena Nitrate, sulfate and iodine productipn 110

Coya Sur Nitrate, sulfate and iodine production 223

Pampa Blanca Concentrated nitrate salts and iodine 86
production

Nueva Victoria lodine production 11

Atacama Salar(2) Potassium chloride, lithium clderi 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 evaparatponds and leaching heaps, if any.

2) We lease the exploitation rights used at thecAma Salar from Corfo.

We own, directly or indirectly through subsidiatiedl of the facilities, free of any material liergedges or
encumbrances, and believe that they are suitalileadrquate for the business we conduct in themofAs
December 31, 2006, the gross book value of thegptp@and associated plant and equipment at theoRklr
Valdivia, Maria Elena, Coya Sur, Pampa Blanca, Mu®ictoria, Atacama Salar, Salar del Carmen and
Tocopilla was approximately US$188.93 million, U334 million, US$156.04 million, US$17.05 million,
US$166.21 million, US$374.45 million, US$94.29 ol and US$61.79 million, respectively.

In addition to the above-listed facilities, we agtera computer and information system linking atingipal
subsidiaries to our operating facilities throughdCiiile via a local area network. The computer and
information system is used mainly for accountingynitoring of supplies and inventories, billing, tjtya
control and research activities. The system's maimé computer equipment is located at our offiges i
Santiago.

The Weighted Average Age of our production fa@htiat Pedro de Valdivia, Maria Elena, Coya Sur,vaue
Victoria, Atacama Salar and Salar del Carmen is@fmately 10.39 years, 10.20 years, 9.32 yeafs] 4.
years, 8.30 years and 7.96 years, respectively.\Whighted Average Age of our iodine facilities anfipa
Blanca is approximately 12.53 years. Our railroae between our production facilities and Tocopillas
originally constructed in 1890, but the rails, lowatives and rolling stock have been replaced ahdhished
as needed. The Tocopilla port facilities were oddly constructed in 1961 and have been refurbisiretl
expanded since that time. The Weighted Average &gbe Tocopilla port facilities is approximatel\3.29
years. We consider the condition of our princidahpand equipment to be good.

We maintain different projects to improve our proiifbn methods, to increase production capacityunfent
products and to develop new products and mark&ts.have in place a capital expenditure progranincafor
investments totaling approximately US$630 millioRor further discussion see item 4.A History And

Development Of The Company - Capital ExpendituiegPam
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TRANSPORTATION AND STORAGE FACILITIES

We own and operate railway lines and equipmentyelsas port and storage facilities, for the tramsmnd
handling of finished products and consumable nelteri

The main center for our production and storageawf material is the hub composed of the facilite€oya
Sur, Pedro de Valdivia and Maria Elena. Our SakarAdacama facilities constitute the second largest
concentration of plants and raw material storagaefacilities include Nueva Victoria, Pampa Blancand
the finished product plants of Lithium Carbonatd &ithium Hydroxide. The Tocopilla Port Terminalhigh

we own, is the main facility for storage and shiptnef our products. In January 2006, the compamyiaed,

a new facility in Iris, near Nueva Victoria, contiig nitrates and iodine ores as well as iodine iadihe
derivatives finished product plants.

Nitrate raw materials are produced and first st@edur Pampa Blanca, Pedro de Valdivia and Maléad&
mines, and then transported by rail (Pedro de Viyiconveyor belt (Maria Elena) and truck (otheesthe
plants described in the next paragraph, for furtperduction processes.

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

Potassium chloride is produced at our facilitiethi; Salar de Atacama and transported either togilte Port
Terminal or Coya Sur by a dedicated dual transpgstem (rail/truck) owned by a third party dedidate
contractor. Product going to Coya Sur is usedaas material for the production of potassium nitratefor
potassium chloride finished product.

Potassium sulfate and boric acid are both prodatedur 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, amcl dxid is transported, already bagged at therStda
Atacama, by a contracted trucking company.

Lithium solutions, produced at our facilities iretlsalar de Atacama, are transported to the littgarbonate
facility in the Salar del Carmen area where fingsHghium carbonate is produced. Part of the lithiu
carbonate is fed to the adjacent lithium hydroxtent, where finished lithium hydroxide is producé&these
two products are bagged and stored in the preraisgsire subsequently transported by truck to Ttadport
Terminal or to the Antofagasta Terminal for shiptriarcharter vessel or container vessels.

lodine raw material, obtained in the same minesitrates, is processed, bagged and stored exelysivthe
facilities of Pedro de Valdivia, Iris and Nueva ¥ida, and then shipped by truck to Antofagastdgaique
for vessel container transport or by truck to Saydj where iodine derivatives are produced.

The facilities at Tocopilla Port Terminal are laadtapproximately 186 kilometers north of Antofagaand
approximately 124 kilometers west of Pedro de Wédi84 kilometers west of Maria Elena and Coya&ut
372 kilometers west of the Atacama Salar. SIT dperthe facilities under maritime concessions @ent
pursuant to applicable Chilean laws. The port alsmplies with ISPS (International Ship and Portiligt
Security Code) regulation. The Tocopilla Port Terahifacilities include a railcar dumper to transberk
product into the Conveyor Belt system used to sockship bulk product.

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

For shipping bulk product, the conveyor belt sys&xtends over the coast line to deliver productdiy
inside bulk carrier hatches. Using this systema,ltfading capacity is 1,200 tons per hour. Bagdaaded to
bulk vessels using barges that are loaded in Tadpdrt Terminal dock and unloaded by vessel gan®
the hatches. Both bulk and bagged trucks are lo@nlebocopilla Port Terminal for transferring produc
directly to customers or for container vessels @hip from another port, mainly Antofagasta, Mejilkss and
Iquique.
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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 spotnht@acted and customer owned equipment.

A fuel oil storage facility at Tocopilla, owned ISQM, was closed and dismantled during February 288
part of a rationalization plan for the terminal.€T$pace is destined as bag storage and a newreantzding
facility.

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

CRITICAL ACCOUNTING POLICIES

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

We believe that our critical accounting policiestlie preparation of our Chilean GAAP financial staénts
are limited to those described below. It shouldnioéed that in many cases, Chilean GAAP specificall
dictates the accounting treatment of a particukamdaction, with no need for management's judgiimetiteir
application. Additionally, significant differencesan exist between Chilean GAAP and U.S. GAAP, as
explained below in the Notes to the Financial Stetets in Note 29—Differences between Chilean anitedn
States Generally Accepted Accounting Principleseréhare also areas in which management's judgment i
selecting available alternatives would not prodotgerially different results. For a summary of #igant
accounting policies and methods used in the préparaf the financial statements, see Note 2 to the
Consolidated Financial Statements as of DecembeR@16 and 2005, and for the three years in theger
ended December 31, 2006.

Allowance for doubtful accounts

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

Deferred tax asset valuation allowance

Our Company and each of its subsidiaries compute [y tax on a separate basis, except for the U.S.
subsidiaries. We estimate our tax exposure angassmporary differences resulting from differingatment

of various items for tax and accounting purposd®s€ differences result in deferred tax assetdianitities,
which are reflected in our consolidated balancetshe

We record a valuation allowance to reduce defetagdsset to the amount that we believe is mosdylithan
not to be realized. The valuation of the defermeddsset is dependent on, amongst other thingshthty of
the Company to generate a sufficient level of fatiaxable income.

Inventories

Inventories of finished products and work in pracase 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 ret@n obsolescence provision so that carrying valoesot
exceed net realizable values.

Staff severance indemnities

We have significant staff severance indemnity liabs, which are recognized on accrual basis. etaht in
the valuations of these obligations are key assomgtincluding discount rates. We are requireddnsider
current market conditions, including changes iernest rates, in selecting these assumptions. Changbe
related benefit plan liabilities may occur in theufre due to changes resulting from fluctuationsun related
headcount or to changes in the assumptions.

Mining development costs

Mine exploration costs and stripping costs to namtproduction of mineral resources extracted from
operating mines are considered variable produatasis and are included in the cost of inventorydpoed
during the period. Mine development costs at newesyi and major development costs at operating mines
outside existing areas under extraction that apeeked to benefit future production are capitalipeder
“other long-term assets” and amortized using asumiitproduction method over the associated proveh a
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probable reserves. The Company determines its prand probable reserves based on drilling, bringptiag
and geostatistic reservoir modeling in order tingste mineral volume and composition

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

Long-lived assets and their impairment

We estimate the useful lives of property, plant agdipment in order to determine the amount of @gption
expense to be recorded during any reporting peridee estimated useful lives are based on historical
experience with similar assets, taking into accaunticipated technological or other changes. Ifinetogical
changes are expected to occur more rapidly ordiffarent way than previously anticipated, the ubéi’es
assigned to these assets may need to be reduseltingein the recognition of increased depreciagapense

in future periods.

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

by the Chilean Association of Accountants, and SIS 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 lire tevent that the net book value of such assetedzcthe
future undiscounted net cash flows attributablsuoh assets. Impairment, if any, is recognizedéngeriod

of identification to the extent the carrying amoohtan asset exceeds the fair value of such agéebelieve

that the accounting estimate related to asset imait is critical because it requires us to maleaptions
about future cash flows generated from the uskefssets over their estimated useful lives.

Impairment of goodwill

We have intangible assets related to goodwill. Wn@hkilean GAAP, goodwill should be reviewed for
impairment when events or circumstances, suchasrent losses for two or more periods, indicapossible
inability to realize the carrying amount. Under S§-Ao. 142, goodwill must be allocated to reportints
and tested for impairment at least annually or nfoequently if events or circumstances, such aeisdy
changes in the business climate, indicate thaethey be justification for conducting an interimstteThe first
part of the test is a comparison, at the repoutimiglevel, of the fair value of each reportingtuoi 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 goodwnflairment. 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 tmewnt of the difference, which would be recordecaas
charge against net income.

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

The impairment analysis requires management to reakgective judgments concerning estimates of Heav t
assets will perform in the future using a discodntash flow analysis. Additionally, estimated céishvs
may extend beyond ten years and, by their natuee déficult to determine. Events and factors thady
significantly affect the estimates include, amorigeos, competitive forces, customer behavior atritian,
changes in revenue growth trends, cost structurdstechnology, and changes in interest rates aadifgp
industry or market sector conditions. Impairmeaeicognized earlier whenever warranted.

During the period ended December 31, 2006, there we changes in the application of generally aeckp
accounting principles in Chile compared to the ipyiear.
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5.A. Operating Results
Introduction

The following discussion should be read in conjigrctvith the Company's Consolidated Financial Statets
and the Notes thereto included in Iltem 18. Certainulations (including percentages) that appesagih have
been rounded.

Our Consolidated Financial Statements are pregaradcordance with Chilean GAAP, which differ irrtagn
material respects from U.S. GAAP. Note 29 to@uwnsolidated Financial Statements provides a qegmmi

of the material differences between Chilean GAAR BS. GAAP and a reconciliation to U.S. GAAP of ne
income for the years ended December 31, 2006, 20@b2004 and of total shareholders' equity as of
December 31, 2006, 2005 and 2004. Our Consofidatencial Statements are prepared in U.S. dollahe
U.S. dollar is the primary currency in which we aye.

We operate as an independent corporation. Nonsthele are a "controlled corporation”, as that tesm
defined under Chilean law. See Item 6.E. SharedDstmip.

Certain segment information by products group anddographical area is provided in Note 29 —Dififiers
between Chilean and United States Generally Acdeftzounting Principles— II. k) Industry segmentan
geographic area information.

Overview Of Our Results Of Operations

We divide our operations into the following fouoguct lines:

e Specialty plant nutrition: production and commeizaion of fertilizers with unique characteristics
* lodine and derivatives: production and commerdiin of iodine and derivatives.

e Lithium and derivatives: production and commerggiiion of lithium and derivatives.

« Industrial chemicals: production and commercigiimraof industrial nitrates, and boric acid.

Additionally we sell other products, including inmped commodity fertilizers that we distribute mginh
Chile and Mexico and potassium chloride, which clemmgnt our product portfolio.

We sell our products through three primary chanraels own sales offices, a network of distributarsl, 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:

e Trends in demand for our products. See ltem S.E&nd Information;
« Our efficiency in operating our facilities as thane generally running at nameplate capacity;

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

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

« Logistics, raw materials and maintenance costs;lwhave been increasing in the last three yeads; an
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* 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 (inlionls of U.S. dollars) and the percentage accoufaedy

each of our product lines for each of the periodicated:

Specialty plant nutrition
lodine and derivatives
Lithium and derivatives
Industrial chemicals

Other productd
Total

Year ended December 31,

2006 2005 2004
US$ % US$ % US$ %
502.8 48 487.8 54 426.8 4 5
217.7 21 149.1 17 110.5 14
128.9 12 814 9 62.6 8
713 70.5 8 68.8 9
122.2 107.2 12 119.8 15
1,042.9 896.0 100 788.5 100

(1) Primarily imported fertilizers distributed irh@e and Mexico and potassium chloride sold toctiparties.

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

Year ended December 31,

Total revenues
Cost of goods sold

Gross margin
Selling and administrative expenses

Operating income

Non-operating income
Non-operating expenses

Income before income taxes
Income tax

Minority interest

Amortization of negative goodwill

Net income

2006 2005 2004
USs Uss % uss %
1,042.9 100.0 896.0  100.0 7885  0100.
(753.3) (652.9)  (72.9) (608.7)  (77.2)
289.6 27.8 243.1 27.1 179.8 22.8
(69.7) (61.9)  (6.9) (55.7) (7.1)
219.9 211 181.2 20.2 124.1 15.7
19.2 1.8 16.4 1.8 20.8 2.7
(55.3) (50.8)  (5.7) (38.4) (4.9)
183.8 17.6 146.8 16.3  06.51 13.5
(37.9) (3.6) (32.5) (3.6) (27.3) (3.5)
@.7) (0.5) (1.0) (0.1) (5.1) ).
0.1 0.0 0.2 0.0 20 0.0
141.3 1135 12.7 74.2 9.4




Results of Operations — 2006 compared to 2005

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

The main factors that explain the increase in regerand the operational variations in the diffepmotduct
lines are the following:

Specialty Plant Nutrition

Revenues from sales of specialty plant nutritioodpcts increased 3.1% to US$502.8 million in 20@8nf
US$487.8 million in 2005. Set forth below are salelime data in the specified year by product aateg

2006 2005 % Change
Sodium nitrate Th. Ton 55.0 63.3 -13%
Potassium nitrate and sodium potassium nitrate  Th. Ton 635.0 690.2 -8%
Blended and other specialty fertilizers Th. Ton 219.2 2175 0.8%
Other non-SQM Specialty plant nutrients Th. Ton 142.3 133.2 7%
Potassium sulfate Th. Ton 172.4 178.6 -3%

Lower sales volume obtained during 2006 are marplained by the following:

» Increased production levels reached by other pmdumainly 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 beligeedave been caused in part by the strengthening of
the Real against the US dollar observed durinditeehalf of 2006, affecting the export volumes of
local producers.

»= Spain, an important market for our soluble plantrieats, was affected by one of the most severe
droughts of recent years. This situation generatdécrease of 6% in the sales volume for that marke
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 waeesded for the first half of 2007.

The lower sales volume observed during this peneck 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 comparéd tive previous year. The increase in prices redpon
mainly to the positive pricing conditions for abbassium-related fertilizers.

Consistent with the company’s decision to focusanon its core businesses, during the last part0662
SQM sold its stakes in the Italian company Imprantd in the Mexican company Fertilizantes Olmecde S
of specialty plant nutrients in those countried td centralized in SQM Italy and SQM Mexico, restpely.

Regarding our Chilean operation, during 2006 otsiliary Soquimich Comercial had revenues of USKE24
million with a significant increase in margins tteld to the fertilizer trading activity
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lodine and iodine derivatives

Revenues for iodine and iodine derivatives incréa468% to US$217.7 million in 2006 from US$149.1
million in 2005. Set forth below are sales volunagadn the specified year by product category.

2006 2005 % Change

lodine and derivatives Th. Ton 9.8 8.1 21%

The higher revenues reached in this business tmexplained both by higher volume and higher grice

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

= The most important applications of iodine and daixes increasing in demand are iodophors and
biocides, in USA; LCD polarizing film in Asia andray contrast media in Europe and USA.

On average, iodine prices increased by approxisna@Js or close to US$3.50 per kilogram as compaviéd
2005. Considering the positive price scenario firavailed during the fourth quarter 2006, we expbhet
average prices for 2007 should be higher than @620

During the early part of 2006, SQM acquired thenedand iodine derivatives business of the DutcBND
Group" for a base payment of US$72 million plus kimg capital. The acquisition provided SQM with
logistics, commercial and productive synergies aalffirmed SQM’s commitment with the developmerd an
strengthening of its core businesses and with ddéné industry as part of its strategy to be a {@rn
reliable iodine supplier.

Lithium and lithium derivatives

Revenues for lithium and lithium derivatives in@ed 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 by product category.

2006 2005 % Change

Lithium carbonate and derivatives Th. Ton 30.4 27.8 9%

The higher revenues recorded in this businessalisenainly explained by better price conditionse Etrong
demand observed during the last few years, withraavidp of approximately 6% during 2006, positively
affected pricing conditions and we expect that sitp@ scenario is likely to repeat in 2007.

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

As the lithium carbonate plant is working closenimeplate capacity, the increase in volume wagdariy
this fact and the use of inventories. SubsequeBtIM is expecting to finish the 10,000 mtpa expamsif its
lithium carbonate production capacity by second 2@08.

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

Revenues for industrial chemicals increased 1.1443671.3 million in 2006 from US$70.5 million in @.
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 rafitzfon affecting Industrial Nitrates. Sodium ik that used to
be included under Industrial Chemicals was relat&teOther Products. Sodium Sulfate revenues readig$3.5
million during 2005.

Volume of industrial nitrates was lower than in 308ost of the end customers using the nitratedcmagted
in mature industries, negatively affecting futurewgth.

Partially offsetting the volume effect, the incredn prices observed during 2006 has allowed thsness
line to maintain its revenues.

Other Products
Potassium chloride

Revenues from sales of potassium chloride decrea®8d to US$32.1 million in 2006 from US$32.4 nailli
in 2005. Set forth below are sales volume dathérspecified year by product category.

2006 2005 % Change

Potassium Chloride Th. Ton 126.4 128.7 -2%

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

Other commodity fertilizers

Sales of other commodity fertilizers increased 8$90.1 million in 2006 from US$75.0 million in 2005

Production Costs
Production costs during 2006 were higher than Bb62@s they were affected by the following factors:
» Higher energy costs. Oil, 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-denomineaists.

= Depreciation costs increased by approximately Ush#lion during 2006.

50



SQM is focused on implementing several cost-redncthitiatives mainly oriented to energy savinggl an
production yield improvements

Gross Profit

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

Selling and Administrative Expenses

Selling and Administrative Expenses were US$69Iiani(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&20
from US$181.2 million in 2005.

Non-Operating Income and Expenses

Non-operating income for the year 2006 shows a B3$fillion loss which compares to a US$34.4 millio
loss for the same period of the previous year. fitan 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 iméiah expenses is related to the increase in the
financial debt of the company.

= During the year 2006, the Company recorded exchirsges 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 andeHiactive 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. Vid tax loss carry-forwards of US$171.2 million ds o
December 31, 2006, the majority of which have npiraxion dates and are expected to be utilizech@n t
future.

The corporate income tax rate in Chile was 17%2@8y6 and 2005.
The 16.6% increase in income taxes is mainly dubddoncrease 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.
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Results of Operations — 2005 compared to 2004

During 2005, we generated total revenues of appratdly US$896.0 million, which is approximately 14%
higher than the US$788.5 million recorded for tearyended December 31, 2004.

The main factors that explain the increase in regerand the operational variations in the diffefgoiduct
lines are the following:

Specialty Plant Nutrition

Revenues from sales of specialty plant nutritioodpcts increased 14.3% to US$487.8 million in 2605/
US$426.8 million in 2004. Set forth below are salelime data in the specified year by product aateg

2005 2004 % Change
Sodium nitrate Th. Ton 63.3 58.9 8%
Potassium nitrate and sodium potassium nitrate  Th. Ton 690.2 707.6 -3%
Blended and other specialty fertilizers Th. Ton 2175 243.3 -11%
Other non-SQM Specialty plant nutrients (1) Th. Ton 133.2 131.1 2%
Potassium sulfate Th. Ton 178.6 157.7 13%

(1) Includes resale of purchased products.

The 14.3% increase in specialty plant nutritiondord revenue was mainly driven by improved pricing
conditions. The increase in prices resulted from taain factors: increased demand and the favomaiieng
conditions for potassium-related fertilizers.

Potassium nitrate and sodium potassium nitrates sadkimes were slightly lower than in the previgesr
with a different product mix increasing solubleggssium nitrate sales volume, consistent with tnategy of
focusing on more profitable markets.

The lower sales volume of blended fertilizers wasnty related to the lower sales in the Chileanketr
Demand for specialty plant nutrition products counés to be strong, but our sales volume is consitlaby
current production capacity. SQM expects to inaeiss nitrate production capacity between 20% adith 3
from the second half of 2007 onwards.

lodine and iodine derivatives

Revenues for iodine and iodine derivatives incréa3€¢.9% to US$149.1 million in 2005 from US$110.5
million in 2004. Set forth below are sales volunagedn the specified year by product category.

2005 2004 % Change

lodine and derivatives Th. Ton 8.1 7.7 5%

The increase in revenue is due primarily to higbrézes related to growing demand combined withtigg
capacity utilization rates in the industry, whialt pn upward pressure on prices.
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The applications of iodine and iodine derivativeattcontributed to a significant portion of the \gto in
demand are: x-ray contrast media, the utilizatibmodine in the production of polarizing film, whicis an
important component in LCD screens and iodo-flumddmpounds used in the synthetic fiber industry.

During 2005, SQM increased its sales volume in grign to the market's growth, which allowed SQM to
preserve its market share of approximately 30%.

On average, prices for iodine increased by appratéim US$4.00 per kilogram as compared to the previ
year. Considering the tight supply situation, wédve that these positive pricing trends will cong during
2006.

In January 2006, SQM acquired the iodine and iodierévatives business of the Dutch company DSM N.V.
or DSM. The transaction included the iodine andriedlerivatives facilities and the mining reserigesated in
northern Chile. Additionally, SQM acquired DSM’sdiae and iodine derivatives commercial operatians i
Europe. Currently, DSM’s iodine production capadsthigher than 2,000 metric tons per year.

This acquisition will provide SQM with logisticspommercial and productive synergies and reflects SQM
commitment to the development and strengthenindsofore businesses and its strategy to be a kmg-t
reliable iodine supplier.

The agreement involved a base payment of US$72lbmplus all the cash, accounts receivable andlfi
product inventories minus the total liabilitiestbé Chilean and Dutch companies involved in thesaation.

Lithium and lithium derivatives

Revenues for lithium and lithium derivatives inged 29.9% to US$81.4 million in 2005 from US$62.6
million in 2004. Set forth below are sales voluna¢adn the specified year by product category.

2005 2004 % Change

Lithium carbonate and derivatives Th. Ton 27.8 31.2 -11%

The increase in revenues in this business linemaisly due to better price conditions. The stroegndnd
during the last few years, with a growth of appnexiely 5% during 2005, positively affected pricing
conditions and we expect this trend to continue.

During 2005 the most important applications drivingarket growth were batteries, greases and frits.
Regarding lithium-ion batteries, during 2004 certproducers overstocked, leading to a lower denzdride
beginning of 2005. This situation was reversedhayend of the first half of 2005.

The lower sales volume during 2005 was due to proiu capacity constraints. Current production cépas

approximately 28,500 metric tons per year. SQM etg® increase its lithium carbonate productiopacity
from 2008 onwards.

Demand continued to increase for lithium hydroxi@er new lithium hydroxide plant has a total capatd
satisfy approximately 50% of that market.

Industrial Chemicals

Revenues for industrial chemicals increased 2.5443670.5 million in 2005 from US$68.8 million in @4.
Set forth below are sales volume data in the sigelcyfear by product category.
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2005 (1) 2004 (1) % Change

Industrial nitrates Th. Ton 176.3 192.9 -9%
Boric acid Th. Ton 6.3 6.1 3%

(1) 2005 and 2004 figures have been restated tected reclassification affecting Industrial Nitat
Sodium Sulfate that used to be included under lmdihemicals was relocated to Other Products
Sodium Sulfate revenues reached US$3.5 milliorDd62and US$4.3 million in 2004

The slight increase in revenues from sales of im@ishemicals was mainly due to a continued iaseein
prices for most of our industrial products, whicbrethan offset lower sales volume during thisqukri

Industrial nitrates saw a reduction in sales volum2005, mainly due to lower demand for potasshitrate
from the CRT industry (TV screens). In spite of% @ecrease in volume, the increased price for tnidlis
nitrates led to higher revenues in this produd.lin

Other Products
Potassium chloride

Revenues from sales of potassium chloride decreEz886 to US$32.4 million in 2005 from US$37.2 ioifi
in 2004. Set forth below are sales volume dataérspecified year by product category.

2005 2004 % Change

Potassium Chloride Th. Ton 128.7 211.9 -39%

Lower revenues from potassium chloride are mainlg tb the acquisition of PCS Yumbes S.C.M. (today,
SQM Industrial S.A.) at the end of 2004, which tedh decrease in third party sales of potassiumricd and
an increase in internal consumption for the praduadf potassium nitrate.
We plan to continue using potassium chloride irdtbyrfor the production of potassium nitrate.

Other commaodity fertilizers
Sales of other commodity fertilizers decreased $$¥5.0 million in 2005 from US$82.6 million in 2004
The 2005 results of SQM’s subsidiary in charge hedf trading of special plant nutrients and commodity
fertilizer in Chile were negatively affected by lewsales volumes and lower margins than in 2004 Th
continuous rains that affected the fertilizer seaisoChile and the high inventory of commodity fierérs put
a downward pressure, significantly affecting iesding margins.

Production Costs

Production costs during 2005 were higher than 26@dnly in iodine and nitrate production. The meiators
that affected the production costs were the folhgwi

« higher energy and raw materials costs;
* less favorable exchange rates; and

» maintenance and depreciation cost increase.
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Gross Profit

As a result of the factors described above, gresfitpncreased 35.2% to US$243.1 million in 2006nf
US$179.8 million in 2004.

Selling and Administrative Expenses

Selling and administrative expenses increased ®6WU9 million (6.9% of revenues) during 2005 conepatio
US$55.7 million (7.1% of revenues) recorded du2fg4.

Operating Income

As a result of the factors described above, opagaticome increased 46% to US$181.2 million in 26@bn
US$124.1 million in 2004.

Non-Operating Income and Expenses

For 2005, net non-operating expenses amounted ®84J& million, compared to US$17.6 million during
2004. The main changes in non-operating incomeeapdnses were due to the following:

* During 2004, SQM sold its 14.05% stake in Empredagn S.A., or Empresas Meldn, at a public
auction carried out in the Santiago Stock Exchaymgédugust 18, 2004. The transaction resulted in a
before-tax profit of approximately US$8.2 million.

» The income derived from the investments in relatexhpanies decreased to US$2.6 million in the
year 2005 from US$4.5 million during 2004 (inclugliEmpresas Mel6n).

e During 2005 there were exchange losses of apprdgiynalS$3.8 million compared to
approximately US$0.5 million during 2004. This wdige to the Chilean peso exchange rate and the
Euro exchange rate.

* Other losses were approximately US$4.0 million e 2005 than those of 2004, including write-
off of investments, amortization of goodwill andhets.

Income Taxes

In 2005, income taxes were US$32.5 million, remgltin an effective consolidated tax rate of 22.1%,
compared to income taxes of US$27.3 million andetiactive consolidated tax rate of 25.6% in 2004. |
accordance with Chilean law, SQM and each of itsle@h subsidiaries compute and pay taxes on an
individual basis, not on a consolidated basis. Vid tax loss carry-forwards of US$232.6 million ds o
December 31, 2005, the majority of which have npiraxion dates and are expected to be utilizech@ t
future.

The corporate income tax rate in Chile was 17%2@85 and 2004.
The 19.1% increase in income taxes is mainly dubddncrease 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 — Inflation

We transact a significant portion of our busingsdJiS. dollars, and the U.S. dollar is the currentyhe
primary economic environment in which we operatel aur functional currency for financial statement
reporting purposes. A significant portion of ourecgiting costs is related to the Chilean peso, fberean
increase or decrease in the exchange rate betmee@Hilean peso and the U.S. dollar affects outscos
production. Additionally, as an international compaoperating in Chile and several other countrigs,
transact a portion of our business and have asswisliabilities in Chilean pesos and other nonatoll
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currencies, such as the Euro, the South AfricandRand the Mexican Peso. As a result, fluctuationthe
exchange rate of such local currencies to the tlblar affect our financial condition and resulfoperations.

The following is a summary of the aggregate net etemy assets and liabilities that are subject teidm
exchange gain or loss by currency at December@®16 and 2005:

2006 2005

Th US$ Th US$
Chilean pesos (41,922) 53,167
Brazilian real (1,332) (941)
Euro 27,167 19,373
Japanese yen 730 6,333
Mexican pesos 1,587 8,101
South African rand 11,676 7,529
Dirhams 13,554 11,543
Other currencies 7,854 3,282
Net Total 19,314 108,387

We monitor and attempt to maintain our non-dollsseds and liabilities position in balance and mase of
foreign exchange contracts and other hedging im&nis to try to minimize our exposure to the rigks
changes in foreign exchange rates. As of DeceBibe?006, for this purpose we had open forward amxgh
contracts and options to buy U.S. dollars andfsedlign currency for approximately UF 3 million ($2.02
million), 13 million Euros (US$17.12 million), 50 ikion South African Rands (US$ 7.15 million) an@ 2
million Mexican Pesos (US$ 1.89 million), and fordi@xchange contracts to buy Chilean pesos andJs&ll
dollars for approximately 5,323.9 million Chileaag®s (US$ 10 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 déwedlation

in Chile. Although other income statement accouts not affected by monetary correction adjusts)jent
operating expenses that are denominated in UFeotirdted to inflation in some manner increase thefs.
dollar values in the same way inflation increasssiming 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 development®iiraffecting Chile, and regulatory and legal cremor
administrative practices of Chilean authoritiesgrowhich we have no control.

U.S. GAAP Reconciliation

This discussion on our operating and financial liesand condition presented above is based on Gamap/
financial statements prepared in accordance wiite@ih GAAP. Chilean GAAP differs significantly iredain
aspects from U. S. GAAP. The principal differenbesveen Chilean GAAP and U.S. GAAP as they relate t
our Company are (i) the elimination of the effestsreappraisal of property, plant and equipmertdentaken

in 1988, (ii) the effects of elimination of monetacorrection (price-level restatement) and conwerspf
financial statements of subsidiaries that keep #x&iounting records in currencies other than dad8ars, (iii)
the accounting for derivative contracts, (iv) thee@unting for staff severance indemnities, (v) tiresnt of
goodwill, and (vi) the elimination of deferred taomplementary accounts. For further details @fs¢h
differences between Chilean GAAP and U.S. GAAP Mete 29 to the Consolidated Financial Statements.

Net income under U.S. GAAP for 2006, 2005, and 20@& US$ 154.3 million, US$125.2 million and
US$86.8 million, respectively, compared to thatomgd under Chilean GAAP of US$ 141.3 million,
US$113.5 million and US$74.2 million, respectively.
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Total shareholders' equity under U.S. GAAP at Ddman81, 2006 and 2005 was US$ 994.5 million and
US$923.4 million, respectively, compared to thatorted under Chilean GAAP of US$ 1,085.9 milliordan
US$1,020.4 million, respectively.

5.B. Liquidity and Capital Resources

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

The current ratio (current assets divided by curtiabilities) increased from 1.7 as of Decembey 3005
to 4.28 as of December 31, 2006 , primarily du¢he payment, in September 2006, of the US$200omil
rule 144-A bond that was classified as a currextility at the end of 2005. This bond was repldegdnother
of similar tenor with maturity on April 2016.

As of December 31, 2006 under Chilean GAAP , we total debt (short-term borrowings, current portan
long-term bank debt and bonds payable and lomg-teank debt and obligations with the public) of
US$545.4 million, as compared to total debt of B&%9 million as of December 31, 2005. Of thaltdebt
as of December 31, 2006, US$64.7 million was stesrt+ debt plus the current portion of long-term kban
debt. Most of our long-term debt (including theremt portion) as of December 31, 2006 was denat@athin
U.S. dollars, with the exception of our UF 3 miflitocal bond, issued on January 24, 2006, whichheaged
with a cross currency swap to the U.S. dollar. Tdilwing table sets forth the maturities of oong-term
debt as of December 31, 2006:

Maturity(*) Amount ( millions of US$)
2008 5.15
2009 5.15
2010 105.15
2011 85.15
2012 5.15
2013 and thereafter 272.05
Total 477.8

(*) Only the capital has been included

In November 2006, our wholly-owned Aruban subsiligRoyal Seed Trading Corporation A.V.V., entered
into a loan agreement with several local and irgonal banks. The 5-year loan is for US$80 milland
bears interest at an annual rate of Libor + 0.38@M is guarantor of the borrower’s obligations emthe
loan agreement. The financial covenants includienihimum net worth, (i) limitation on net finarad debt to
EBITDA ratio on a consolidated basis, and (iii) iiaion on interest indebtedness of operating slidses.

In April 2006 we issued in the US market a bondJ&$200 million with an annual interest rate of &%
The interest will be paid semi-annually and theitepvill be paid in a single amortization duringo@l, 2016.
This amount was used by SQM to refinance indebtitieat matured in September 2006.

In January 2006 we issued a Chilean bond at afee-gield of 4.18% in UF, for a nominal amount oF8)
million (approximately US$102.6 million), due 2028nortizing on a semi-annual basis from year 2 odsia
The principal and interest payable on the bondfahg hedged in U.S. dollars for both principal amterest
(approximately 5.8%). The financial covenantsudel: (i) limitation on the ratio of total liabilés to equity
(including minority interest) on a consolidatedibaand (ii) limitation on the ratio of total lidiies to equity
(including minority interest) on an individual basi

We believe that the terms and conditions of outt dglbeements are standard and customary and thatena
compliance in all material respects with such teamd conditions.

As of December 31, 2006, we had US$183.9 milliorcash and cash equivalents, including marketable
securities. In addition, as of December 31, 2006, had unused uncommitted credit lines amounting to
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approximately US$464 million and unused committege8r credit lines amounting to approximately US$10
million.

Shareholders’ equity increased from US$1,020.4lianilin 2005 to US$1,085.9 million in 2006 . Onatio
of total liabilities to equity (including minoritynterest) increased from 0.37:1 as of December2805
to 0.42 :1 as of December 31, 2006 due to thease in our consolidated debt.

Our capital expenditures in 2006, defined as nehaased in investing activities, amounted to US$290
million (including the acquisition of DSM’s iodineusiness for US$ 72 million plus working capitabdeébed
in “Business—Capital Expenditure Program”).

For 2007, we expect total capital expendituresppraximately US$230 million. We have currently gated
capital expenditures of a total of US$400 milliam 2008 and 2009 that can be increased/decreapetidiag
on market conditions.

Our other major use of funds is the payment ofd#imids. Our current dividend policy, as adoptedhsy
shareholders’ meeting, is to pay 65% of our nebrime for each fiscal year in dividends. Under Ghiléaw,
the minimum dividend payout is 30% of net incomedach fiscal year.

For a description of the items included in our tal@xpenditures in previous years as well as &uplans, see
Item 4. Information on the Company—Capital expeurditprogram.

We evaluate from time to time our cash requiremeat$und 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 bestcfal
alternative available for the company. As debtunemments also depend on the increase or decrdase o
accounts receivables and inventories, we cannatraiety determine the amount of debt we will reguisut

we believe that cash flow generated by internatatpns, cash balances and available credit liwésgnable

us to meet our working capital, capital expenditumd debt service requirements for 2007, 2008 809 2

Pension Plan

Our wholly owned subsidiary SQM North America Caigdion has a defined benefit, noncontributory pamsi
plan covering substantially all employees who dyads to age and length of service. Plan benefésbased
on years of service and the employee's highestyfae average compensation during the last tensyafar
employment. The plan's assets consist primarilyeqéity mutual funds and group annuity contracts.
Assumptions used in determining the actuarial priegalue of the projected benefit obligation aPetember
31 are as follows:

2006 2005
Weighted-average discount rate 7.0% 7.5%
Rate of increase in compensation levels 0.0% 0.0%
Cost of living 2.5% 2.5%
Long-term rate of return on plan assets 8.5% 8.5%

For further discussion see Note 29 Differences betwChilean and United States Generally Accepted
Accounting Principles—II.m) Post retirement obligas and staff severance indemnities.

Environmental Projects

In 2006 we made disbursements amounting to US$@lBmrelated to environmental projects. We have
budgeted future disbursements amounting to US$SIBmrelated to environmental projects. This ambu
forms part of the capital expenditure program dised above. Regarding the Maria Elena Projeselisas
our other major environmental projects see Itetm#érmation on the Company—Environmental Regulation
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5.C. Research and Development, Patents and Licenses, etc

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

There are three units that perform this functiame ceports to the VP of Nitrate and lodine Operetj@nother
reports to the VP of Salar Operations, and thel tteiports to the VP of Health, Safety and Envirentn

Our research and development activities are cordugirincipally at our Antofagasta Research and
Development Center. The staff involved adds uplt@eople, including 8 Ph.Ds and 4 MScs in thel§iedf
engineering and chemistry, conducting research asiows projects. Our research and developmentypoli
emphasizes the following: (i) optimization of curtg@rocesses in order to decrease costs and improdeict
quality through the implementation of new technglog@i) development of higher-margin products from
current products through vertical integration dfedlent product specifications.

Our research and development activities have bestnumental in improving our production processed a
developing new value added products. As a redutesearch and development activities new methdds o
extraction and finishing have been developed, oy methods for heap leaching nitrates and a ndetbo
produce mono-granular blends of fertilizers thatnpe the incorporation of different nutrients (inding
micro-nutrients) into one grain. In recent yeawg, have been able to improve the physical qualitpur
prilled products, and we have been successfulve¢riog dust emission and caking by applying esglgci
designed additives for our products handled in bulk

We have patented several production processesitfaten iodine, and lithium products. These paédrave
been filed mainly in the U.S., Chile, and otherroies when necessary.

For the years ended December 31, 2006, 2005, add @@ spent approximately US$2.4 million, US$2.4
million, and US$1.8 million, respectively, on resgmand development activities.

5.D. Trend Information

In 2006, iodine prices continued to increase folimnthe positive trend of the previous years. \Xeeet this
trend to continue during 2007 due to sustained traw demand accompanied by the relative equilibriu
between production and demand.

We expect the increased demand for lithium carleooéiserved in the past years to continue. Demsnd i
mostly driven by lithium batteries. Further pricereases are forecasted during 2007. Howeverange
limited in our ability to increase our sales voluthe to the Company’s production capacity constrain

Potassium nitrate and sodium potassium nitrates saduumes decreased during 2006 compared with 2005.
We expect 2007 will deliver higher sales volumethwigher average prices compared to 2006.

At this stage, the Company cannot predict whaptiee trends will be for 2008 onwards.

During 2006, production costs were higher than 2008inly due to the higher cost of energy and raw
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. Consideringctlmeent energy market and exchange rate expecsation
expect that 2007 production costs will be highantin 2006.
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5.E. Off-Balance Sheet Arrangements

We have not entered into any transactions with nsalidated entities whereby we have financial goizes,
retained or contingent interests in transferreetasglerivative instruments or other contingenarsgements
that would expose us to material continuing risksjtingent liabilities, or any other obligationsanig out of a
variable interest in an unconsolidated entity firavides financing, liquidity, market risk or credisk support
to us or that engages in leasing, hedging or rekeard development services with us.

5.F. Tabular Disclosure Of Contractual Obligations

The following table sets forth our material expeabéligations and commitments as of December 30620

Less Than 1-3 3-5 More Than
Total 1 year years Years 5 years
ThUS$ ThUS$ ThUS$ ThUS$ ThUS$
Long- and Short-Term Debt 545,442 64,718 - 180,000 300,724
Capital lease obligations 1,045 196 443 406 -
Operating leases (*) 109,349 6,816 8,916 8,916 84,701
Purchase commitments 38,415 38,415 - - -
Staff severance indemnities 17,472 - - - 17,472
Total Contractual Obligations and
Commitments 711,723 110,145 9,359 189,322 402,897

(*) See Consolidated Financial Statements NotH.29
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ITEM 6. DIRECTORS, SENIOR MANAGEMENT AND EMPLOYEES

6.A. Directors and Senior Management

We are managed by our executive officers underdtrextion of our Board, which, in accordance witfe t
Company's By-laws, consists of eight directors \ah® elected at the annual ordinary shareholderstimge
The Board consists of seven members elected byhsblders of the Series A shares, and one membeteele
by shareholders of the Series B shares. The d@btiaed of Directors is regularly elected every ¢hyears at
our ordinary shareholders’ meeting. Cumulativengis allowed for the election of directors. Tétwrrent
members of the Board of Directors were elected pril 9, 2005 and their terms expire in 2008. Bward
of Directors may appoint replacements to fill amcancies that occur during periods between electidha
vacancy occurs, the entire Board must be electerk-@lected at the next regularly scheduled meating
shareholders. Our Chief Executive Officer is apped by the Board of Directors and holds officethet
discretion of the Board. The Chief Executive Gifiappoints our executive officers. There are legtyu
scheduled meetings of the Board of Directors ongroath. Extraordinary meetings may be called by the
Chairman when requested by (i) the director elebiedholders of the Series B shares, (i) any otherctor
with the assent of the Chairman or (iii) an absolotajority of all directors. The Board has a Dioes
Committee and its regulations are discussed below.

Our directors as of June 15, 2007 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 from
the Universidad de Chile. He joined the Company in
1981. He is also Chairman of the Board of the
following corporations: Sociedad de Inversiones
Pampa Calichera S.A., Sociedad de Inversiones Oro
Blanco S.A., Norte Grande S.A. and Soquimich
Comercial S.A. He is the brother of Luis Eugenio
Ponce.

Wayne R. Brownlee Vice Chairman of the Board ane:&or May 2002
Mr. Brownlee is Executive Vice-President, Treasurer
and Chief Financial Officer of Potash Corporatioh 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 agrictliral biotechnology company
He became a director of SQM in December 2001.

Herné&n Biichi B. Director April 1993
Mr. Bichi is a Civil Engineer with a degree frometh
Universidad de Chile. He served as Vice Chairmian 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. (2)

Wolf von Appen

José Antonio Silva B.

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
admitted to the Chilean Bar in 1985. In 1987, he
obtained a Master's Degree from the New York
University School of Law. He was admitted to the
New York Bar in 1988. He is also a member of the
board of directors of Gasoducto del Pacifico Sa.,
transandean gas pipeline, Embotelladora Andina,S.A.
a bottler of The Coca Cola 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
of 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
Chairman of the Chilean Securities and Exchange
Commission from 1994 to 2000 and was also
Chairman of the Council Organization of the
Securities Regulators of America. He is also a
Professor in the Faculty of Economic and
Administrative Sciences, Universidad de Chile.

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

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

Director December 2001
Mr. Silva is a lawyer with a degree from the Paaitf
Universidad Catolica de Chile and holds a Master's
Degree in law from Harvard Law School. Currently,
he is Senior Partner of the Chilean law firm Silva,
Rencoret, Schultz & Lehuedé Abogados. He is also a
substitute member of the board of directors of HQI
Transelec Chile S.A. and Embotelladora Andina S.A.
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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 Internatidna
ASA from Norsk Hydro ASA, he was the chief legal
counsel of Norsk Hydro ASA for North and South
America in Tampa, Florida. Before that he was a
partner in the law firm of Bryan Cave LLP in Kansas
City, Missouri.  Mr. Wallace is a member of the
Board of Directors of Yara Brasil Ltda. in Brasil,
OAO Minudobreniya (Rossosh) in Russia and of a
number of subsidiaries of Yara International ASAe
is also on the Board of Directors of Norte Grande
S.A., Sociedad de Inversiones Oro Blanco S.A. and
Sociedad de Inversiones Pampa Calichera S.A.
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Our executive officers as of December 31, 2006ar®llows:

Executive Officers
Name

Position Current position held since

Patricio Contesse G.

Patricio de Solminihac T.

Matias Astaburuaga S.

Ricardo Ramos R.

Chief Executive Officer Mat&®0
Mr. Contesse is a Forestry Engineer with a degree
from the Universidad de Chile. He joined the
Company in 1981 as CEO, a position he held until
1982, and again in 1988. In the past, he was CEO o
Celco Limitada, Schwager S.A. and Compafia de
Aceros del Pacifico S.A. He has also served as
Operations Senior Executive Vice President of
Codelco Chile, President of Codelco USA and
Executive President of Codelco Chile. Mr. Contesse
is also a member of the Board of Soquimich
Comercial.

Chief Operating Offiegrd January 2000
Executive Vice President
Mr. de Solminihac is an Industrial Enginee with a
degree r from the Pontificia Universidad Catélica d
Chile and holds a Master in Business Administration
from the University of Chicago. He joined the
Company 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 position he held from 1989 through January
2000. Mr. de Solminihac was Country Manager for
Raychem Corporation. Currently he is a member of
the Board of Empresas Meldén S.A. and CEM. Mr. de
Solminihac is also a member of the Board of
Soquimich Comercial.

General Counsel and Senger Rfiesident February 1989
Mr. Astaburuaga is a lawyer with a degree from the
Pontificia Universidad Catolica de Chile. He jothe
the 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.

Chief Financial Officer and November 1994
Business Development Senior Vice President
Mr. Ramos is an Industrial Engineer with a degree
from the Pontificia Universidad Catolica de Chilele
joined 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.

Camila Merino C.

Mauricio Cabello.

Lithium Operations and MmiAffairs Senior Vice  January 2007

President

Mr. San Martin is a Transportation Engineer with a

degree from the Pontificia Universidad Catolica 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 and Technical Senior Vice

President in 2001.

Corporate Commercial Senior Yiasident March 1999
Mr. Ponce is a Mechanical Engineer with a degree
from the Universidad Catolica de Valparaiso. In
1981, he 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 phast
was member of the Board of IANSA. Currently Fee is
member of the board of Soquimich Comercial and
Vice Chairman of the Board of Pampa Calichera. He
is brother of Julio Ponce.

Human Resources and Administratio March 2001
Senior Vice President
Mrs. Merino is an Industrial Engineer with a degree
from the Pontificia Universidad Catdlica de Chilach
holds a Master in Business Administration degree
from the Sloan School of Management at MIT. She
joined the Company in 1991, and after a two-year
period at MIT, she re-joined the Company in 1998 as
Nitrates Operations Manager. In the same year she
became Finance and Administration Manager of SQM
Nitratos S.A. and later on, in 1999, Corporate
Services Manager. She left the Company at theoénd
April 2007

Nitrates-lodine Operations SeMa@e 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

of SQM Salar. He became Maintenance Manager of

SOQM Nitratos- Yodo in 2002 and  Production

Manager of SQM Nitratos-Yodo in 2004. He
previously worked in various engineering-related

positions in Pesquera San José S.A., Pesquera &€olos

S.A. and Cintac S.A.
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Pauline De Vidts S. Safety, Health & EnvironmeniSeVice President  June 2005

Mrs. De Vidts is an Industrial Engineer with a degr

from the Pontificia Universidad Catdlica de Chilach

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 this
operations in 1998, and in 2001, she became
Corporate R&D and Environmental Issues Vice
President until 2005.

During January 2007, the Company was restructured. position of Salar Operations Vice President was
split in to two positions: Lithium Operations andriihg Affairs Vice Precident reporting to Mr. Jainsan
Martin, and the Salar Operations Vice Precidentrépy to Mr. Juan Carlos Barrera.

During May 2007, Mrs. Camila Merino left the Comparand was replaced in her position as Human
Resources and Administration Senior Vice Presitgrilr. Daniel Jimenez.

Juan Carlos Barrera P. (2) Salar Operations S¥fider President January 2007
Mr. Barrera is an Industrial Engineer with a degree
from the Pontificia Universidad Catdlica de Chilaca
holds a Master in Business Administration degree
from 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. Human Resources and Admitigsira May 2007
Senior Vice President
Mr. Jiménez is an Industrial Engineer with a degree
from the Pontificia Universidad Catdlica de Chilaca
holds a Masters in Business Administration degree
from OIld Dominion University. He joined the
Company in 1991, holding several positions in the
finance and sales areas at SQM'’'s headquarters and
foreign subsidiaries in USA and Belgium, counthies
was based in for 8 years. In 2002, he became V&sSal
and Marketing lodine, Lithium and Industrial

Chemicals
1) Mr. Julio Ponce’s ownership interest in SQMiplained in Item 6.E. Share Ownership.
) The individual beneficially owns less than @eecent of the Company’s shares.
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6.B. Compensation

Directors are paid a monthly fee (UF 300 to the ihan and UF 50 to each of the remaining seven
Directors), which is independent of the number o&Rl sessions held per month. In addition, thedars
receive additional compensation (in Chilean pesash year based on a profit-sharing program apdrbye
the shareholders. In the last annual general Bbllers meeting of SQM, they defined the percentage
additional compensation to an amount equal to 0.50%he net income (after amortization of negative
goodwill) for the Chairman of the Board and of @&®f the net income (after amortization of negative
goodwill) for the remaining seven Directors, divddequally among those Directors. Profit-sharingnpants
are paid in the year following the fiscal year éspect of which they are earned.

During 2006, the total compensation paid to eaabuofdirectors under the foregoing was as follows:

Total per subsidiaries Ch$

Annual Total Ch$

SQM S.A. SQMC

Name Meeting Committee Meeting Committee
Ponce Lerou, Julio 425,547,389 - 65,431,746 - 490,979,135
Biichi Buc, Hernan 64,552,485 3,678,762 - - 68241,
Brownlee, Wayne R, 64,552,485 - - - 64,552,485
Eyzaguirre, José Maria 63,628,710 - - - 63,628,710
Silva, José Antonio 63,654,098 9,090,088 - - 72,786
Wallace, Kendrick T, 64,552,485 - - - 64,552,485
Yarur, Daniel 64,552,485 9,988,475 - - 74,540,960
Von Appen Wolf 62,712,649 - - - 62,712,649
Total 873,752,786 22,757,325 65,431,746 - 961,941,857

For the year ended December 31, 2006, the aggregaipensation paid to our 93 main executives based
Chile was approximately Ch$7,137.8 million. We it disclose to our shareholders or otherwise make
available to the public information as to the congagion of our individual executive officers.

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

6.C. Board Practices

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

The date of expiration of the term of the curremta®l of Directors is April 2008. The contracts afro
executive officers are indefinite.

The members of the Board are remunerated in acocedaith the information provided above in Item 6.B
Compensation. There exist no contracts between S@Mny of its subsidiaries, and the members of the
Board providing for benefits upon termination oéithterm.

Directors’ Committee — Audit Committee

As required by Chilean Law, we have a Comité dee@ores (Directors' Committee) composed of three
directors, which performs many of the functionanfAudit Committee.
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As of December 31, 2006, the Company’s Directorm@itee was formed by SQM Directors; Mr. Hernan
Bichi B., Mr. Jose Antonio Silva B. and Mr. Dankhrur E. This Committee operates in accordance with
article 50 bis of Law N°18.046, which provides ttieg Committee shall:

(a) 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 compensatiorsgéithe senior management

Pursuant to the above, these were the main aet\iti our Directors' Committee during 2006:
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 Directoexommending external auditors, accounts’
inspectors and rating agencies that could be dasgnby 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 neanation and compensation plans.
f) Analysis of contracts with related people, sdizgies and related companies in Chile and abroad.

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

h) Analysis of future investments.

i) Approval of the minutes of previous meetings

The Directors Committee examined the following relsoin connection with operations related to sectid
of law N° 18.046.:

In the April 24, 2006 session, the Directors Contemitanalyzed the selling of all of SQM'’s rights otiee
Italian company Impronta SRL to the Yara Group (amportant indirect shareholder of SQM), and
recommended the implementation of the agreement.

In the September 26, 2006 session, the Committeé/zed the selling of all of SQM'’s rights over the
Mexican company Fertilizantes Olmeca y SQM S.A.Ql¥. to the Yara Group (an important indirect
shareholder of SQM S.A.), and recommended the mmgfeation of the agreement.

In the December 18, 2006 session, the Committelyzathcertain Sea Freight Contracts between theufgr
SQM” and the “group Ultramar" (linked to Mr. Wolon Appen, Director of SQM), and recommended the
implementation of the agreements.

In the April 24, 2006 session, the Committee exachithe operations referring to the section 89 uf la
N°18.046.

On April 28, 2006, the Annual General Shareholdéegting of SQM agreed to pay a monthly remuneration
of 50UF to each member of the Directors Committegardless of the number of sessions held by the
Committee during the period between May 2006 andl 2007, both months included. This remuneratign i
also independent from what the Committee membessiroas members of the Company’s Board of Directors
In this same meeting, an operational budget foDiinectors Committee of UF 1,800 was approved.
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The activities carried out by the Committee, asl wslthe expenses incurred by it, are to be disdi@ the
General Shareholders Meeting. During 2006, the diors Committee did not incur in any consulting
expenses.

Article 50 bis states that the Committee shouldseinof 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 fioret are remunerated.

Sociedad de Inversiones Pampa Calichera S.A. amhi@pmpany Ltd., subscribed on December 21, 2006, a
“Joint Performance Agreement” that enables therbet@wonsidered as the Controller Group of SQM, as th
term is defined under Chilean law.

This Agreement, in respect of Sociedad de Inveesidhlampa Calichera S.A., includes directly andéatly
Global Mining Investments Chile S.A. and Inversigi8QYA. S.A.

Additionally, the Agreement, in respect of Kowa Gumany Ltd., includes directly and indirectly KochiAS
Inversiones La Esperanza (Chile) Ltda. and Inveesd_a Esperanza Delaware Corp.

Considering the above and the effective sharehdttacture as of December 31, 2006, the Companyahas
Controller Group. The three members of the Comparyirectors Committee are independent from the
Controller Group. This independence statementfiseld and required under Chilean law.

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

The members of the audit committee are Hernan BBichlosé Antonio Silva B. and Daniel Yarur E. Eaf
the three members meets the NYSE independenceegwrits for audit committee members.

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

Comparative Summary Of Differences In Corporate Goernance Standards

The following table provides a comparative summafydifferences in corporate governance practices
followed by us under our home-country rules ancgé¢happlicable to U.S. domestic issuers pursuagetdion
303A of the New York Stock Exchange (NYSE) Listeoh@gpany 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 302&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 considéndependent 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 aegul These meetings are not needed given that diredtors
scheduled executive sessions without management.| not also serve as executive officers.

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

4%

303A.05 | Listed companies must have a compensatiommittee | This committee is not required as such in the @hilg
composed entirely of independent directors, andt musgulations. Pursuant to Chilean regulations SQMéd
have a written charter Director’'s Committee (see Board practices abova)
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Section NYSE Standards SQM practices pursuant to Glean regulations
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 committe¢ to
comply with the requirements of the NYSE corporate
governance rules.
303A.07 | The audit committe must have a minimum loke | 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’ Commitfee
charter. (see Board practices above) with certain requirésnen
of independence.
303A.08 | Shareholders must have the opportunityote wn all| SQM does not have equity compensation plans.
equity-compensation  plans involving  directofirectors and executives may only acquire SQM share
executives, employees, or other service providers. | by individual purchases. The purchaser must give
notice of such purchases to the Company and]|the
Superintendence of Securities and Insurance.
303A.09 | Listed companies must adopt and disclogpocate | Chilean law does not require that corporate goveresa
governance guidelines. guidelines be adopted. Directors' responsibilitesl
access to management and independent advisors are
directly provided for by applicable law. Directors
compensation is approved at the annual meeting of
shareholders, pursuant to applicable law.
303A.10 | Listed companies must adopt and disclosmde of | Not required in the Chilean regulations. SQM has
business conduct and ethics for directors, offi@erd | adopted and disclosed a Code of Business Conddct an
employees. Ethics, available at the Company's websijte,
WWW.sgm.com.
303A.11 | Listed foreign private issuers must diseloany | Pursuant to 303A.11, this table sets forth a coatpar
significant ways in which their corporate govermansummary of differences in corporate governance
practices differ from those followed by domestipractices followed by SQM under Chilean regulations
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) certiftheoNYSE | Not required in the Chilean regulations. The CEGs)
each year that he or she is not aware of any Véoldtty | only comply with Section 303A.12 (b) and (c).
the company of NYSE corporate governance listing
standards.(b) promptly notify the NYSE in writinfjea
any executive officer becomes aware of any material
non- compliance with any applicable provisions |of
Section 303A; (c) must submit an executed Written
Affirmation annually to the NYSE.

6.D. Employees

As of December 31, 2006, we had 3,745 permanentogegs, of whom 330 were employed outside of Chile.
The average tenure of our full time employees gaymately 8.6 years.

2006 2005
Permanent employees 3,745 3,672
Employees in Chile 3,415 3,350
Employees outside of Chile 330 322

2004 2003 2002
3,418 3,455 3,050
3,138 3,154 2,869

280 301 181

Of our permanent employees in Chile, 68.2% areessprted by 31 labor unions, which represent their
members in collective negotiations with the Compabympensation for unionized personnel is estaddish
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accordance with the relevant collective bargairdiggeements. The terms of most such agreementstiyrire
effect are three years, and expiration dates ofi sagreements vary from contract to contract. Uriese
agreements, employees receive a salary accordisgsitale that depends upon job function, senicuitgt
productivity. Unionized employees also receive aiartbenefits provided for by law and certain basefi
which vary depending upon the terms of the colectigreement, such as housing allowances and @uliti
death and disability benefits.

In addition, the Company owns all of the equitylmdtitucion de Salud Previsional Norte Grande Lami#,
(Isapre Norte Grande), which is a health mainte@amwganization that provides medical services pilyngo
our employees and Sociedad Prestadora de SerdieiSslud Cruz de Norte S.A., which is a hospitdMaria
Elena. We make specified contributions to Isapoeté&Grande and to Sociedad Prestadora de Serdeios
Salud Cruz de Norte in accordance with Chilean lang the provisions of our various collective banriyay
agreements but we are not otherwise responsiblesfbabilities.

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

We provide housing and other facilities and sewvioe employees and their families at the Marian&lsite.

We do not maintain any pension or retirement pnogréor our Chilean employees. Most workers in Chile
subject to a national pension law, adopted in 198fich establishes a system of independent pensanms
that are administered by the corresponding Sociddidinistradora de Fondos de Pensiones, (AFP). We
have no liability for the performance of any ofshepension plans or any pension payments to be toaue
employees. We however sponsor staff severance mtdemplan for employees in our Chilean subsidsri
whereby we commit to provide a lump sum paymenédoh employee at the end of his/her employment,
whether due to death, termination, resignatioretrament.

We have experienced no strikes or significant wsibppages in the last twelve years and consider the
relationship with our employees to be good. As wff 2006, the process of anticipated negotiatioiith w
unions has begun with the objective to have akkagrents renegotiated for a new three year perifmtebthe

end of 2007. Up to April 2007, negotiations withiams representing 30% of the company’s unionized
employees have concluded.

As of October 1@, 2006, a new employment law for contractors aratentractors came in force. The law
basically prohibits the hiring of labor throughrthparties, increases the liabilities of the coetirey party with
respect to labor and pension obligations, hygiemksafety of its contractors.

6.E. Share Ownership

SQM has been informed that the Canadian compangsRoCorporation of Saskatchewan Inc.("PCS”)
indirectly controls 100% of the stock of Inversisna Boldo Limitada, and 100% of the stock of Irsienes
RAC Limitada. During the month of December of 2008sersiones el Boldo Limitada carried out a Public
Tender for SQM shares, that concluded during Jgnefayear 2007 and that allowed PCS, together wfitier
transactions made in the stock market, to incriéasedirect stake in SQM to 31.62% of the totahrss.

SQM has also been informed -i- that Mr. Julio Polncand related persons control 100% of the tdiates of
Inversiones SQ S.A. -ii- that Inversiones SQ S.Ahwara International ASA control, respectively},% and
49% of the total shares of Inversiones SQYA S.Ad aiii-that Inversiones SQYA S.A. currently, and
indirectly, control 30.26% of the total shares @IM. The above, considering -a- that Inversiones 8GYA.
controls 90% of the total shares of Norte Grand&,Shat Norte Grande S.A. controls 78.35% of thtlt
shares of Sociedad de Inversiones Oro Blanco $hat, Sociedad de Inversiones Oro Blanco S.A casitrol
68.57% of the total shares of Sociedad de Inveesidgtampa Calichera S.A. and that Sociedad de loness
Pampa Calichera S.A. ultimately controls 30.26%heftotal shares of SQM.

Sociedad de Inversiones Pampa Calichera S.A. anglak@ompany Ltd. -the latter, owner, directly and
indirectly, of a 2.03% of the total shares of SQbscribed during december 21, 2006 a Joint Pesfocs
Agreement that allows them to currently control282 of the total shares of SQM. As a result of this
Agreement, the “group” led by Mr. Julio Ponce Lcbmes the Controller Group of SQM, as that term is
defined under Chilean law.
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The following table shows the combined stakes thatJulio Ponce and Yara International ASA havelhial
SQM as of:

% Beneficial ownership
June 15, 2007 (1) 32.28%
December 31, 2006 (1 32.28%
December 31, 2005 24.96%
December 31, 2004 22.63%

(1)Includes the Agreement with Kowa group

No other director or executive officer owns morartil% of each share class of the Company as of3day
2007. See Item 6. Directors, Senior ManagemedtEmployees—footnote (1). Individual ownership has
not been publicly disclosed. Directors and exeeutifficers as a group own 0.022% of total shares

We do not grant stock options or other arrangenremlving the capital of SQM to directors, managers
employees.
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ITEM 7. MAJOR SHAREHOLDERS AND RELATED PARTY TRANSA CTIONS

7.A. Major Shareholders

Taking into account the ownership structure of skackholders, the Company does not have a comigolli
entity. The following table sets forth certaindnmhation concerning beneficial ownership of thei€&e”
shares and Series B shares of SQM as of June 03, \&fth respect to each shareholder known by us to
beneficially own more than 5% of the outstandinge&3eA shares or Series B shares and with respezt of

our directors and executives officers as a grotipe following information is derived from our redsrand
reports filed by certain of the persons named beldgth the Superintendencia de Valores y Seguros (th
Superintendency of Securities and Insurance or $¥i8)he Chilean Stock Exchange.

Number of Number of
Series A Series B
Shares Beneficially % Shares Beneficially %
Owned Series A Owned Series B % Total
Shareholder Shares Shares Shares

Sociedad de
Inversiones Pampa 57,934,256 40.56% 13,778,252 11.459 27.25%
Calichera S.A. (1) (2)
Inversiones EIl Boldo
Ltda. (3) 43,861,795 30.71% 17,450,015 14.509 23.30%
\T(gkaa”k of New 88,020 0.06% 34,319,480 28.51% 13.07%
Inversiones RAC
Chile Ltda. (3) 19,200,242 13.44% 2,699,773 2.24% 8.32%

- . (0] s , . (0} . 0
?4')': -P. Habitat S.A. 0.00% 8,426,384 7.00% 3.20%
él')F -P. Provida S.A. - 0.00% 8,425,266 7.00% 3.20%
Global Mining
Investments (Chile ) 7,916,514 5.54% - 0.00% 3.01%
S.A.
Larrain Vial S.A. 5,432,608 3.80% 1,255,015 1.04% 54%
Kowa Group (5) 5,292,450 3.71% 50,000 0.04% 2.03%
A.F.P. Cuprum S.A.

- . (0} s , . 0 . (1]
@) 0.00% 4,847,441 4.03% 1.84%

(1) Mr. Julio Ponce L., Chairman of the Board ofNs(and related persons control Inversiones SQ Hgl@.A, which in turn, together with
Yara International ASA beneficially own 51% and 498éspectively, of Inversiones SQYA S.A. InvergenSQYA S.A. indirectly
controls and beneficially owns Sociedad de InversioPampa Calichera S.A., which in turn owns 100%lobal Mining Investments
(Chile) S.A. Therefore, Mr. Ponce and related pesdzeneficially own through the above entities 29,622 Shares constituting 30.25%
of the total shares of SQM. This stake resulted fsocessive purchases carried out in the Santitigi &xchange during the last part of
2006 and the first months of 2007. The stake heldVioy Ponce and related parties as of December 826,22005, and 2004 was,
respectively, 30.26%, 24.96%,and 22.63% of thd &tares of SQM.

(2) Pampa Calichera is an open stock corporatioosetshares are traded on the Santiago Stock Exchadgginally, the shareholders of
Pampa Calichera were employees of SQM. Pampah@adiavas formed to hold the capital stock of SQMtigbuted by such employees
or later acquired in the open market. Approxima#i of our employees are shareholders of Pampeh@ad, either directly or indirectly.

(3) Potash Corporation of Saskatchewan Inc. owrG%d0f Inversiones el Boldo Limitada and 100% ofdrsiones RAC Ltda., being
therefore the beneficial owner of 83,211,825 SQBhares that represent 31.62% of SQM's total shdieis stake resulted from
successive purchases carried out in the Santiagpik &xchange during the last part of 2006 anditiserhonths of 2007. The stake held by
Potash Corporation of Saskatchewan as of Decenihe@20®6, 2005, and 2004 was respectively 24.99089%6 and 24.99%, of the total
shares of SQM.

(4) A.F.P.s are legal entities that manage penfiinds and are the registered holders of Seriesakeshand Series B shares acquired with
pension funds resources.

(5) Kowa Group represents the companies Kowa Co, Ktthi S.A., La Esperanza Delaware Corporation brvérsiones La Esperanza
(Chile) Ltda.

Series A and Series B shares have the same econightie (i.e. both Series are entitled to sharealygin
any dividends declared on the outstanding stockl) \asting rights at any shareholders meeting, whethe
ordinary or extraordinary. One share equals ore, woith 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 exé&®6 of our issued and outstanding stock, shadehsl
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of at least 5% of this Series may call an ordinaryextraordinary Shareholders” Meeting and thectbre
elected by this Series may request an extraordiBaard 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 oireholders per Series is 37.5% of the subscsbacks of
each Series with voting rights and 32% of the tetddscribed shares of the Company with voting sigib

calculate these percentages, shares that belotig teoting shareholder’s related persons must bedadn

addition, the director elected by the Series Beshaannot vote in the election of the ChairmarefRoard of
Directors after a tie vote has occurred in therpviating process. There are currently 142,819,56eS 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 Corgiwns Act, requires that our transactions witrated

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

addition, Article 44 of the Chilean CorporationstAwovides that any transaction in which a diredtas a
personal interest or is acting on behalf of a tpadty may be implemented only after the same fs@d by

the Board of Directors under terms similar to thpsevailing in the market. Resolutions approvingts
transactions must be reported to the Company'slsblalers at the next shareholders' meeting. \ooladf

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

Accounts receivable from and payable to relatedpzories are stated in U.S. dollars and accrue meoeistt
Transactions are made under terms and conditiasth similar to those offered to unrelated tpadies.

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

For additional information concerning our transasi with affiliates and other related parties, Ne¢e 5 of
the Consolidated Financial Statements.

7.C. Interests Of Experts And Counsel
Not applicable

ITEM 8. FINANCIAL INFORMATION

8.A. Consolidated Statements And Other Financial Inforrian
8.A.1 See Item 18. Consolidated Financial Statementsdpconsolidated financial statements.

8.A.2 See Item 18. Consolidated Financial Statements.

8.A.3 See Item 18. Consolidated Financial Statements-eifRepIndependent 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 Deeef3ibx
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Th. US$ 200¢ 2005 200

Foreign sales 878,06t 739,92: 629,67
Total sales 1,042,88! 895,97( 788,51t
% of foreign sales 84.20% 82.60% 79.90%

8.A.7 Legal Proceedings

In September 2005, Electroandina S.A., one of oamnelectricity suppliers, commenced an arbitration
proceeding against us. The complaint mainly sebksefrly termination, partial amendment or temporar
suspension of the electricity supply agreementredtento between Electroandina and SQM on Febradry
1999, and the revision of the tariffs agreed to smch electricity supply agreement. The basis of
Electroandina’s claim is that certain unforeseeentv have restricted the supply of and increasegtice of
gas from Argentina.

The Company is party to various other lawsuitsirggi$n the ordinary course of business. See Not®o2Be
Consolidated Financial Statements for details béopending legal proceedings. We believe it iskety that
any losses associated with such lawsuits will §icamitly affect the Company’s results of operatidirsancial
position, and cash flows.

8.A.8. Dividend Policy

As required by Chilean law and regulations, ourd#ind policy is decided upon from time to time hy o
Board of Directors and is announced at the Annudir@ry Shareholders' Meeting, which is genera#idtin
April of each year. Shareholder approval of theddind policy is not required. However, each yibarBoard
must submit the declaration of the final dividenddividends in respect of the preceding year, ctest with

the then-established dividend policy to the AnnQatlinary Shareholders' Meeting for approval. Davids

are not price-level adjusted between the end optkeeding year and the date of the declaratiahefinal
dividend. As required by the Chilean Companies, Aictless otherwise decided by unanimous vote of the
holders of issued shares, we must distribute a dagstend in an amount equal to at least 30% of our
consolidated net income for that year (determined &€hilean GAAP basis), unless and except totteneit

has a deficit in retained earnings.

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 Yaae
been paid not later than May of the following yedduring 2007, and considering our capacity to\eeli
increasing cash flows, at the Annual Ordinary Shalders' Meeting held on April 27, 2007, the shateérs
approved a single dividend with respect to 200&J6f0.34874 per share, equal to 65% of the net iecom
before amortization of negative goodwill for thatay, which was paid in full on May 10, 2007. ThaeaBl of
Directors also reaffirmed for 2007 a dividend pglithat authorizes distribution of cash dividendsaim
amount equal to 65% of our net income before amaditin of negative goodwill for the year. The Bbaf
Directors currently expects to recommend that slicidend be paid in a single distribution in May030

We generally declare dividends in U.S. dollars (lmaty declare dividends in Chilean Pesos), and pal s
dividends in Chilean Pesos. If a dividend is dexlan U.S. dollars, the exchange rate to be usesbhvert
the dividend into Chilean Pesos is decided by thereholders at the meeting that approves the didide
which has usually been the Observed Exchange Rateeadate 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 sabfe revision from time to time, depending upom then-
current level of sales, costs, cash flow and chpgguirements, as well as market conditions. Adicaly,
there can be no assurance as to the amount ogtiwhideclaration or payment of dividends in theufat Any
change in dividend policy would ordinarily be efige for dividends declared in the year followingogation
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of the change, and a notice as to any such changelioy must be filed with Chilean regulatory aothies
and would be publicly available information.

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

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

Dividends Per Share Per ADS Per Share Per ADS
Declared for
the business Paid on Ch$ Ch$ uss$ uss$
year
2002 2003 53.31 533.1 0.076 0.76
2003 2004 55.05 550.5 0.088 0.88
2004 2005 106.56 1,065.6 0.182 1.82
2005 2006 145.11 1,451.1 0.279 2.79
2006 2007 183.96 1,839.6 0.349 3.49

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

As a general requirement, a shareholder who ismesident of Chile must register as a foreignstaeunder
one of the foreign investment regimes contemplatehilean law to have dividends, sale proceedstloer
amounts with respect to its shares remitted outSidiie through the Formal Exchange Market. Undher t
Foreign Investment Contract, the Depositary, oralfesf ADR holders, will be granted access to tloenfal
Exchange Market to convert cash dividends fromé2imlPesos to U.S. dollars and to pay such U.Sarddth
ADR holders outside Chile net of taxes, and no isgpaegistration of ADR holders is required.

8.B. Significant Changes

No significant change has occurred since the dateedinancial statements set forth in Item 18.
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ITEM9. 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 farghares on

the Santiago Stock Exchange and the high and losing prices of the ADSs as reported by the NYSHha
two main Exchanges on which our shares are traded.

(@) Last 5 years
PART Il santiago
Stock Exchange NYSE
Per Share (2) Per ADS
Series A Series B (1) Series A (3) Series B (1)
High Low High Low High Low High Low
Chs$ Chs$ Chs$ Chs$ uUss$ Us$ uss Uss$
2002 3,000 1,620 1,660 1,305 44.75 23.00 24.44 18.41
2003 3,050 1,630 2,995 1,580 47.10 22.00 46.26 21.60
2004 3,900 2,350 3,580 2,160 68.00 37.05 62.75 32.98
2005 7,000 3,600 7,170 3,269 129.40 66.80 133.37 57.50
2006 7,100 5,220 7,346 5,000 137.5 93.15 139.54 89.92
(b) Last 10 quarters
Santiago Stock Exchange NYSE
Per Share (2) Per ADS
Series A Series B (1) Series A (3) Series B (1)
High Low High Low High Low High Low
Ch$ Ch$ Ch$ Ch$ uUss$ Uss$ uUss$ Uss
2005
First quarter 4,900 3,600 4,760 3,269 83.50 66.80 80.55 57.50
Second quarter 6,010 4,900 5,900 4,597 103.00 84.95 101.75 78.98
Third quarter 7,000 6,000 7,170 5,889 127.25 101.50 128.38 101.45
Fourth quarter 6,800 5,600 6,989 5,382 129.40 103.18 133.37 104.23
2006
First quarter 6,000 5,599 6,390 5,540 115.50 105.02 122.53 109.88
Second quarter 5,950 5,220 6,000 5,000 109.01 93.15 116.25 89.92
Third quarter 6,000 5,300 6,190 5,300 104.95 99.35 115.10 96.72
Fourth quarter 7,100 6,000 7,346 6,240 137.5 105.2 139.54 116.73
2007
First quarter 7,600 7,100 7,830 6,800 142.95 136.95 146.00 124.95
Second quarter
(through May 31) 8,900 7,555 8,660 7,810 167.75 150.00 166.23 145.50
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(©) Last 6 months

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

High Low High Low High Low High Low

Ch$ Ch$ Ch$ Ch$ Uss$ Uss$ Uss$ uUss$
December 2006 7,100 7,000 7,346 6,950 137.50 135.50139.54 131.30
January 2007 7,150 7,100 7,320 6,800 - - 135.67 124.95
February 2007 7,310 7,150 7,755 7,250 142.95 139.45145.26 132.05
March 2007 7,600 7,300 7,830 6,921 139.45 136.95146.00 127.81
April 2007 8,700 7,555 8,506 7,810 161.70 150.00162.48 145.50
May 2007 8,900 8,700 8,660 8,100 167.75 155.65166.23 154.95

(1) Series B shares began trading on the New York SEackange in September 1993.
(2) Pesos per share of Common Stock reflect nomineé i trade date.
(3) Series A shares started trading on the New YorkkSExchange on April 9, 1999.

As of June 15, 2007, there were 8,802 Series A3a8i1,948 Series B ADSs (equivalent to 88,020 Sekie
shares and 34,319,480 Series B shares respectiwghtanding held by 3 holders of record for SefiegsDSs
and 10 holders of record for the Series B ADSs.ofA3une 15, such ADSs represented approximateG7v3
of the total number of issued and outstanding shaffeur Company.

9.B Plan Of Distribution

Not Applicable
9.C Markets

The Series A shares and the Series B shares aenttyrtraded on the Santiago Stock Exchange, thieaB
Electronica de Chile Bolsa de Valores S.A., (thecEbnic Stock Exchange), and the Bolsa de Coresdor
Bolsa de Valores S.A., (the Valparaiso Stock Exghan Each series also is traded on the New YookkSt
Exchange in the form of ADSs, each representingd@es B and 10 Series A shares respectively. BEim

of New York (the Depositary) is the Depositary otlb Series. The ADSs representing Series A stares
traded on the NYSE since April 9, 1999; the ADSgresenting Series B shares have traded on the NYSE
since September 21, 1993.

9.0 Selling Shareholders

Not applicable
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

SQM, headquartered at El Trovador N° 4285, PisBahitiago, Chile, is an open stock corporatsociedad
anonima abiertporganized under the laws of the Republic of Childhe Company was constituted by public
deed issued on June 17, 1968 by the Notary Publ@antiago Mr. Sergio Rodriguez Garcés. Its eriste
was approved by Decree No. 1.164 of June 22, 19@8dMinistry 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 4wf By-laws, are to:(a) perform all kinds of chemical or
mining activities and businesses and, among othbose related to researching, prospecting, extact
producing, working, processing, purchasing, dispgsif, and commercializing properties, as applieabf all
metallic and non-metallic and fossil mining subst&sand elements of any type or nature, to berautdrom
them or from one or more concessions or mining sigpoand in their natural or converted state, or
transformed into different raw materials or mantifeed or partially manufactured products, and obfights
and properties thereor(p) manufacture, produce, work, purchase, transfereostnip, import, export,
distribute, transport, and commercialize in any walf kinds of fertilizers, components, raw matksia
chemical, mining, agricultural, and industrial puats, and their by-product&;) generate, produce, distribute,
purchase, transfer ownership, and commercializeaninway, all kinds of electrical, thermal, or atltygpe of
power, and hydric resources or water rights in ganél) request, manifest, claim, constitute, explore,kwor
lease, transfer ownership, and purchase, in any alakinds of mining concessiong) purchase, transfer
ownership, and administer, in any way, any kindetécommunications, railroads, ships, ports, arydraeans

of transport, and represent and manage shipping&oi@s, common carriers by water, airlines, andesm
generaly(f) manufacture, produce, commercialize, maintainairgpssemble, construct, disassemble, purchase
and transfer ownership, and in any way, any kinéle€tromechanical structure, and substructuresirersl,
components, parts, spares, or parts of equipmemd, raachines, and execute, develop, advice, and
commercialize, any kind of electromechanical or léngg activities; (g) purchase, transfer ownership, lease,
and commercialize any kind of agroindustrial andnfdorestry activities, in any wayh) purchase, transfer
ownership, lease, and commercialize, in any way,kémd of urban or rural real estat€g; render any kind of
health services and manage hospitals, privatecsliror similar facilitiesyj) construct, maintain, purchase,
transfer ownership, and manage, in any way, angt kinroads, tunnels, bridges, water supply systemnd,
other required infrastructure works, without angnitation, regardless of whether they may be public
private, among others, to participate in bids amigreinto any kind of contracts, and to be the lleyener of
the applicable concessions; &l purchase, transfer ownership, and commercializany way, any kind of
intangible properties such as stocks, bonds, deles)tfinancial assets, commercial papers, shangghts in
corporations, and any kind of bearer securitiesnetruments, and to administer such investmentsngac
always within the Investment and Financing Policasproved 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 purposesnese also
construct and operate industrial or agriculturailiiZes or installations; constitute, administgnirchase,
transfer ownership, dissolve, liquidate, transformodify, or form part of partnerships, institutipns
foundations, corporations, or associations of aimg lor nature; perform all actions, enter into @htracts,
and incur in all obligations convenient or necegdar the foregoing; perform any business or attivelated

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

The Company's By-laws, in articles 16 and 16 bgsestially establish that the transactions in whach
Director has a material interest must comply with provisions set forth in articles 44 and 136 afwLN°
18.046 and the applicable regulations of such Lavatwithstanding the above, the said operationst rhes
approved by two thirds of the Board of Directors.

The Board of Directors duties are remunerated,taed 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 thafialf.

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

As stated in article 9 of the Company's By-laws tlossession of shares is not a necessary condition
become a Director of our Company.

Shares

Dividends are annually distributed to the Serieandl Series B shareholders of record on the fifgirtmss 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 estabhat 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 pecfeyur
issued, outstanding and paid shares. Series Bsharve a restricted right to vote as they can elalgt one
Director of the Company, regardless of their castack's share. Series B shares have the rigtaltdor an
Ordinary or Extraordinary Shareholders’ Meeting whiee shareholders of at least 5% of the Serissied
shares request so and for an Extraordinary Boaldirectors Meeting without the Chairman's authdriza
when it is requested by the Director elected bysth@reholders of the Series B shares. Series resihave
the option to exclude the Director elected by SeBeshareholders from the voting process in whiuh t
Chairman of the Board is to be elected, if thera i in the first voting process. However, det8c31 and 31
bis establish that in General Shareholders’ Mestieach shareholder will have a right to one voteeich
share he owns or represents and that no sharehltlbave the right to vote for himself or on béhaf other
shareholders of the same Series A or Series B shapeesenting 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 thartgs 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 relaltéd
persons, state-owned companies, decentralizedh@utmis, municipal, or other institutions, conceetraore
than 32% of our total shares with right to vote.

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

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

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

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

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

(c) By agreement of an Extraordinary Shareholtiégsting;

(d) By abolition, pursuant to applicable lawstlué 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 thatha event of liquidation, the Shareholders’ Meetmiyj
appoint a three-member receiver committee that halle the authority to carry out the liquidatiorogess.
Any surplus will be distributed equally among tiheusholders.

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 ¢ladl to a Shareholders’ Meetings, either Ordinary
Extraordinary, will be by means of a highlightedbfici notice that will be published at least thrames, and
on different days, in the newspaper of the legdress determined by the Shareholders’ Meeting,imuie
way and under the conditions indicated by the Raguis. Additionally, a notice will be sent by inia each
shareholder at least fifteen days prior to the dathe Meeting, which shall include a referenceéhef matters
to be addressed thereat. However, those meetiitigghe full attendance of the shares with righvose may
be legally held, even if the foregoing formal netiequirements are not met. Notice of any Shadehsl
Meeting shall be delivered to the Chilean SecwitBommission (SVS), at least fifteen days in adeaoic
such meeting.

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

Foreign shareholders

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

Change in Control

Our Company By-laws provide that no shareholder mag more than 32% of our shares, unless the wg-la
are modified at an extraordinary shareholders’ inget Moreover, on December 12, 2000, the goverimen
published the Ley de Oferta Publica de AccionesbliPShare Offering law) or (OPA law) that seeks to
protect the interests of minority shareholders mérostock corporations in transactions involvinchange in
control, by requiring that the potential new colitmopurchase the shares owned by the remainingbkbllers
either in total or pro rata. The law applies tosth transactions in which the controlling party ldoeceive a
material premium price compared with the price thatild be received by the minority shareholders.

There are three conditions that would make it meorgldo operate under the OPA law:
(2) When an investor wants to take control of ajgany'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 apooation, 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 tvng, and
notify its controllers, the companies controlledibythe SVS and the markets where its stocksradet and
(i) publish a highlighted public notice in two nspapers of national circulation at least 10 busimagy's prior
to the date of materialization of the OPA.

81



Disclosure of share ownership

The Company's By-laws do not provide for a minimthineshold at which share ownership must be disdlose

10.C. Material Contracts

As mentioned elsewhere in this document, we coedeatir production facilities in the north of Chitethe
SING power grid with the purpose of reducing ouwppgeneration related costs. As a result, weredtieito
five long-term supply contracts with two electgower companies: Electroandina S.A. and Norgen&r S.
Our heat generation and in fusion processes hese imodified in order to allow the use of eitheture gas
or fuel oil to secure operations through periodg@d shortages We believe that the terms and ttcamsliof
the natural gas and fuel oil contracts are stanfiairthe industry.

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

e On February 12, 1999, SQM S.A. entered into antBted Energy Supply contract with
Electroandina S.A. The term of this contract rtm®ugh February 12, 2009, allowing
two three year renewals at SQM's option and thécigated termination is subject to
payment of non amortized investments.

e On March 21, 1997, SQM Salar S.A. entered into kattEcity Supply agreement with
Norgener S.A. The term of this contract runs tgtouwuly 31, 2017, and anticipated
termination is subject to fines for income un-reed .

e On January 13, 1998, SQM Nitratos S.A. entered &mto Electrical Energy Supply
agreement with Norgener S.A. The term of this @itruns through January 31, 2013
and the anticipated termination is subject to paytroénon amortized investments.

« On May 22, 2001, SQM S.A. entered into a Naturad Sapply agreement with Distrinor
S.A. The term of this contract runs through May 2011 and the anticipated termination
is subject to payment of non amortized investments.

The arbitration proceeding with Norgener has firedi the arbitration with Electroandina continusscourse
and we face risks regarding the continuity of reltgias supply. For further information see ItenD3Risk
factors.

In addition, our Company, during the normal cows$éusiness, has entered into different contratme of
which have been described herein, related to islymtion, commercial and legal operations. All oéde
contracts are standard for this type of industgnenof which are expected to have a material effecthe

Company's results of operations

10.D. Exchange Controls

The Central Bank of Chile is responsible for, amotiter things, monetary policies and exchange ot:in
Chile. Appropriate registration of a foreign intrasnt in Chile permits the investor access to thenfal
Exchange Market. Foreign investments can be exgdtwith 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 wergedaout 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 teat@l Bank of Chile, "Foreign Investment Contract"
was entered into and among the Central Bank ofeCbilir Company and the Depositary, pursuant tacl&rti
47 of the Central Bank Act and to Chapter XXVI b&tCompendium of Foreign Exchange Regulationsef th
Central Bank of Chile, "Chapter XXVI", which addses the issuance of ADSs by a Chilean company.
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Absent the Foreign Investment Contract, under agple Chilean exchange controls, investors woutdbeo
granted access to the Formal Exchange Market ®rmptirposes of converting from Chilean Pesos to U.S.
dollars and repatriating from Chile amounts recagtiirerespect to deposited Series A or B shareedeSA

or B shares withdrawn from deposit on surrendekDRs (including amounts received as cash divideards
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 mialleprovisions contained in the Foreign Investment
Contract. This summary does not purport to be derm@nd is qualified in its entirety by referetoceChapter
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 ty avestor not residing or not domiciled in Childhev
withdraws Series A or Series B shares upon delivdnADRs (such Series A and Series B shares being
referred to herein as "Withdrawn shares") accesbed-ormal Exchange Market to convert Chilean Péso
U.S. dollars (and remit such U.S. dollars outsideChile) in respect of Series A and Series B shares
represented by ADSs or Withdrawn shares, includingunts 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€@lilean stock exchange (or from a brokerage ourgtezs

firm established in Chile) that such shares weild en a Chilean Exchange, (c) proceeds from tle isa
Chile of preemptive rights to subscribe for additib Series A and Series B shares, (d) proceeds fnem
liquidation, merger or consolidation of the Compamnd (e) other distributions, including without ifation
those resulting from any recapitalization, as alltesf holding Series A and Series B shares repiteseby
ADSs or Withdrawn shares. Transferees of Withdr&tares will not be entitled to any of the foregpin
rights under Chapter XXVI unless the Withdrawn ®saere redeposited with the Depositary. Investors
receiving Withdrawn Shares in exchange for ADR$ dlve the right to redeposit such shares in exgphdor
ADRs, provided that the conditions to redepositdbsd hereunder are satisfied.

Chapter XXVI provided that access to the Formaltaxge Market in connection with dividend payments
will be conditioned upon certification by the Comgato the Central Bank of Chile that a dividend rpant
has been made and any applicable tax has beeneldthfChapter 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 suchrelsahave
been withdrawn in exchange for ADRs and receiptiofvaiver of the benefit of the Foreign Investment
Contract with respect thereto until such Withdre®¥rares are redeposited.

Chapter XXVI and the Foreign Investment Contracivded that a person who brings certain types adidm
currency into Chile, including U.S. dollars, to phase Series A shares and/or Series B shareshaithenefit
of the Foreign Investment Contract must conveittid Chilean Pesos on the same date and has Sriganki
business days within which to invest in Series Areh and/or Series B shares in order to receivbdhefits
of the Foreign Investment Contract. If such perdeaides within such period not to acquire SerieshAres
and/or Series B shares, he can access the Formlahiiee Market to reacquire foreign currency, predithat
the applicable request is presented to the CeBanak within 7 banking business days of the initiahversion
into pesos. Series A shares and/or Series B sharpsred as described above may be deposited B@sA
and receive the benefits of the Foreign Investrn@Emttract, subject to receipt by the Central BanChile of

a certificate from the Depositary that such depba# been effected and that the related ADRs haea b
issued and receipt by the Custodian of a declarditeom the person making such deposit waiving theelfits
of the Foreign Investment Contract with resped¢htodeposited Series A shares and/or Series Bsshare

Access to the Formal Exchange Market under anyhefcircumstances described above is not automatic.
Pursuant to Chapter XXVI, such access requiresoapprof the Central Bank of Chile based on a reques
presented through a banking institution establisheGhile. The Foreign Investment Contract wilbpide

that if the Central Bank of Chile has not actedsanh request within seven banking days, the requiidbe
deemed approved.

Under current Chilean law, foreign investments igjdy 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, tleposition of underlying Series A shares and/enes B
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shares or the repatriation of the proceeds fronh gligposition could not be imposed in the future;, can
there be any assessment of the duration or impacitoh restrictions if imposed.

As of April 19, 2001, Chapter XXVI of Title | of hhCompendio de Normas de Cambios Internacionafes
the Central Bank of Chile was eliminated and nevedtments in ADR's by non-residents of Chile, aye/ n
governed by Chapter XIV of the Compendio de Norm@sCambios Internacionales of the 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 registerethhe
Foreign Investment Committee under Decree Law 800934, 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 fronmil€and
by a Chilean borrower to banks and certain othearftial institutions outside Chile. The followiig a
summary of the relevant portions of Chapter XIVamting the incurrence of loan obligations and doets
purport to be complete and is qualified in its \=iti 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 fira@naoistitutions outside of Chile. As of Decembér, 2006,
we had one long-term loan outstanding obtainetiéniternational markets (through a Rule 144A roffe of
US$200 million). Additionally Royal Seed Trading @oration, a wholly owned subsidiary, has two
syndicated loans for an amount US$180.0 milliorstautding, which are fully guaranteed by us.

In April 2006 we informed the Central Bank about thsuance of a new Rule 144A bond for an amofint
US$200 million. Additionally, the Central Bank hlsen informed about the guarantee given to Royatl.Se
Accordingly, all purchases of U.S. dollars in coctien with payments on these loans will occur wittle
Formal Exchange Market. There can be no assurdmoeegver, that restrictions applicable to paymemts
respect to the loans could not be imposed in thedyu nor can there be any assessment of the aclurati
impact of such restrictions if imposed.

10.E. Taxation

Chilean Tax Considerations

The following describes the material Chilean inca@re consequences of an investment in the ADRsrby a
individual who is not domiciled or resident in Ghibr any legal entity that is not organized underlaws of
Chile and does not have a permanent establishroeated in Chile, a "foreign holder." This discossis
based upon Chilean income tax laws presently igefomcluding Ruling No. 324 (1990) of the Chilean
Internal Revenue Service and other applicable egigms and rulings. The discussion is not intendedax
advice to any particular investor, which can bedezad only in light of that investor's particulax situation.

Under Chilean law, provisions contained in statigdash as tax rates applicable to foreign investtirs,
computation of taxable income for Chilean purpcmed the manner in which Chilean taxes are imposed a
collected may only be amended by another statatedtition, the Chilean tax authorities issue gsgirand
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, ukegions
and interpretations, but Chilean tax authoritiesy neghange said rulings, regulations and interpretati
prospectively.

Cash Dividends and Other Distributions

Cash dividends paid by the Company with respetitécshares, including shares represented by ADiEdge

a U.S. holder will be subject to a 35% Chilean thitllling 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 thee raf
Withholding Tax. When a credit is available, théholding Tax is computed by applying the 35% rate
the pre-tax amount needed to fund the dividend taed subtracting from the tentative withholding &
determined the amount of First Category Tax actyadlid on the pre-tax income. Under Chilean incdaxe
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law, dividends are assumed to have been paid cutirobldest retained tax profits for purposes dédaining
the rate at which the First Category Tax was paid.

The effective Withholding Tax rate, after givindesft to the credit for First Category Tax, gengrait

(Withholding Tax rate) - (First Category Tax effeetrate)
1 - (First Category Tax effective rate)

The effective rate of Withholding Tax to be imposeddividends paid by the Company will vary depegdi
upon the amount of the First Category Tax paidH®gy €ompany on the earnings to which the dividemds a
attributed. The dividends distributed by the Compeorresponding to the business year 2006 weidatids
considered taxable, and the total tax retenticmwets approximately 27%.

Dividend distributions made in property (such agribution of cash equivalents) would be subjedhtosame
Chilean tax rules as cash dividends. Stock diddeare not subject to Chilean taxation.

Capital Gains

Gains from the sale or other disposition by a fymeholder of ADR outside Chile will not be subjeot
Chilean taxation . The deposit and withdrawal & $hares in exchange for ADSs will not be subjedarty
Chilean taxes.

The tax basis of the shares received in exchang@D&s (repatriation) will be the acquisition valogthe
shares. The shares exchanged for ADSs are valuitk dtighest price at which they trade on the @hile
Stock Exchange on the date of the exchange ortberedf the two business days preceding the ex@&hang
Consequently, the conversion of ADSs into the sharel the immediate sale of such shares at aqujica to

or less than the highest price for Series A shareSeries B shares on the Chilean Stock Exchangaiom
dates will not generate a gain subject to Chileaatton.

Gain recognized on a sale or exchange of shareditimguished from sales or exchanges of ADSs
representing such shares) will be subject to bHmthRirst 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 shéirethe
foreign holder acquired and disposed of the sharéise ordinary course of its business or as alaedrader

of shares, or (iii) the foreign holder and the paser of the shares are related parties withimtéaning of
Chilean tax law. The amount of the First Categbeix may be credited against the amount of the Wlttihg
Tax. In all other cases, gain on the dispositibthe shares will be subject only to a capital gaax, which is
assessed at the same rate as the First Category Gaix recognized in the transfer of common sh#ras
have a high presence in the stock exchange, howisveot subject to capital gains tax in Chile,yided that
the common shares are transferred in a localasgd) in other authorized stock exchanges, orirwithe
process of a public tender of common shares gedeby the Chilean Securities Market Act. The camm
shares must also have been acquired either inck sexchange , within the referred process of wlip
tender of a common shares governed by the ChiBsourities Market Act, in an initial public offerf o
common shares resulting from the formation of gpomation or a capital increase of the same, ornn a
exchange of convertible bonds. Common sharesargidered to have a high presence in the stockaexgh
when they: a) are registered in the Securities $ggb) are registered in a Chilean Stock Exchanpéave
an adjusted 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 tahite when the sale is made by "foreign institugion
investors" such as mutual funds and pension fumasjided that the sale is made in a stock exchaoge
accordance with the provisions of the securitiesketdaw (law 18.045), or in any other form autlzed 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 anéstment fund" in according with the Chilean taw.|

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 ttansfer at death or by gift of the shares by aifpr holder.
No Chilean stamp, issue, registration or similaesaor duties apply to foreign holders of ADSslmarss.

Withholding Tax Certificates
Upon request, the Company will provide to foreigidiers appropriate documentation evidencing theryesny
of Chilean withholding taxes.

United States Tax Considerations

The following discussion summarizes the materi®.Uederal income tax consequences to beneficiaeosv
arising from the acquisition, ownership and disposiof the Series A shares and the Series B sliargsther
the "shares" and the ADSs. The discussion whittbwis is based on the United States Internal Resénde

of 1986, as amended, the "Code", the Treasury adgns promulgated thereunder, and judicial and
administrative interpretations thereof, all as fie@ on the date hereof, and is subject to anygba in these
or other laws occurring after such date. In addijtitthe summary is based in part on representatibribe
depositary and assumes that each obligation prdvide in or otherwise contemplated by the Deposit
Agreement or any other related document will bégoered in accordance with its terms.

For purposes of this summary, the term "U.S. Hlldezans a beneficial owner of shares or ADSs #)dbr
U.S. federal income tax purposes, (a) an individdab is a United States citizen or resident, (bpigooration
or partnership (other than a partnership that istreated as a U.S. person under any applicablastirg
regulations and certain partnerships that have anmore partners who are not U.S. persons) created
organized under the laws of the United States grpatitical subdivision thereof, or (c) an estatetroist that
is subject to United States federal income tax aretabasis with respect to its worldwide incomee Tarm
"Non-U.S. Holder" means a beneficial owner of skaneADSs that is, for U.S. federal income tax jpsgs, a
(a) nonresident alien individual, (b) foreign cargition, or (c) nonresident alien fiduciary of adign estate or
trust.

The discussion that follows is not intended asadwxice to any particular investor and is limitedngestors
who will hold the shares or ADSs as "capital assefithin the meaning of Section 1221 of the Codé an
whose functional currency is the United StatesatiolThe summary does not address the tax treamhéhs.
Holders and Non-U.S. Holders that may be subjesptrial U.S. federal income tax rules, such agamce
companies, tax-exempt organizations, banks, U.&ldi#® who are subject to the alternative minimury ta
U.S. Holders and Non-U.S. Holders who are broketdeats 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 coneersir other
integrated transaction, or who own (directly, iedity or by attribution) 10% or more of the totaintbined
voting power of all classes of the Company's capitack entitled to vote or 10% or more of the abf 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 effeangfUnited States state, local, estate or giftléax 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 \MESTING IN THE SHARES OR
ADSs.

For purposes of applying U.S. federal income tax lany beneficial owner of an ADS will be treatesithe
owner of the underlying shares represented thereby.

Cash Dividends and Other Distributions
The gross amount of a distribution with respecshares or ADSs (other than distributions in redé@npor
liquidation) will be treated as a taxable dividetodthe extent of the Company's current and accuedila

earnings and profits, computed in accordance with. federal income tax principles. A dividend digition
will be so included in gross income when receivgddr otherwise made available to) (i) the U.S. d¢olin
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the case of the shares or (ii) the depositary éncéise of the ADSs, and in either case will beattarized as
ordinary income for U.S. federal income tax purpodegistributions in excess of the Company's curesmd
accumulated earnings and profits will be appliedirgt and will reduce the U.S. Holder's tax basighie
shares or ADSs and, to the extent distributiongedcsuch tax basis, the excess will be treatecdiasipm a
sale or exchange of such shares or ADSs. U.S.drolthat are corporations will not be allowed auiéidn
for dividends received in respect of distributiamsthe shares or the ADSs. For example, if theggemount
of a distribution with respect to the shares or ARSceeds the Company's current and accumulatachgsr
and profits by US$10.00, such excess will generatiiybe subject to a U.S. tax to the extent the H&der's
tax basis in the shares or ADSs equals or exce884Q00.

If a dividend distribution is paid in Chilean pestis®e 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 convenol U.S.
dollars. Any gain or loss resulting from currerexchange rate fluctuations during the period frbm date
the dividend is includable in the income of the WHBIder to the date the pesos are converted irfo dbllars
will be treated as ordinary income or loss.

A dividend distribution will be treated as foreigource income and will generally be classified pasSive
income" or "financial services income" for U.S.dmn tax credit purposes. If Chilean withholdilmgéds are
imposed on a dividend, U.S. Holders will be treadechaving actually received the amount of suchsdret
of any credit for the First Category Tax) and agitg paid such amount to the Chilean taxing auttesri As
a result, the amount of dividend income includedyioss income by a U.S. Holder will be greater tttan
amount of cash actually received by the U.S. Holdigh respect to such dividend income. A U.S. Kold
may be able, subject to certain generally appledibiitations, to claim a foreign tax credit or eddiction for
Chilean withholding taxes (net of any credit foe thirst Category Tax) imposed on dividend paymefiise
rules relating to the determination of the U.S.efgn tax credit are complex, and the calculationJds.
foreign tax credits and, in the case of a U.S. Holihat elects to deduct foreign taxes, the avditialof
deductions, involve the application of rules thapeind on a U.S. Holder's particular circumstancesS.
Holders should, therefore, consult their own taxisals regarding the application of the U.S. fonetgx
credit rules to dividend income on the shares 068D

Non-U.S. Holders generally will not be subject t&SUtax on a distribution with respect to sharef\DSs
unless such Non-U.S. Holder has certain connectmiise United States.

Capital Gains

A U.S. Holder will generally recognize gain or losstbe sale, redemption or other disposition ofghares
or ADSs in an amount equal to the difference betwtbe amount realized on the sale or exchange lend t
U.S. Holder's adjusted basis in such shares or ADSuus, if the U.S. Holder sells the shares fos U800
and such U.S. Holder's tax basis in such shard$$30.00, such U.S. Holder will generally recogrézgain
of US$10.00 for U.S. federal income tax purpos€sin or loss upon the sale of the shares or AD8dbwi
capital gain or loss if the shares or ADSs aretabpssets in the hands of the U.S. Holder. Clagitas on
the sale of capital assets held for one year grdes subject to U.S. federal income tax at orgliirezome tax
rates. Net capital gains derived with respectdpital assets held for more than one year arebidigor
reduced rates of taxation. Gain or loss realized lJ.S. Holder on the sale or exchange of shardsD&s
will be U.S.-source income. In addition, certamitations exist on the deductibility of capitakkes by both
corporate and individual taxpayers. Any tax imgbbg Chile directly on the gain from such a saleulgo
generally be eligible for the U.S. foreign tax détedowever, because the gain would generally &&-dource,
a U.S. Holder might not be able to use the creifliérmvise available. U.S. Holders should consiéirtbwn
tax advisors regarding the foreign tax credit iwggions of the sale, redemption or other dispasitiba Share
or ADS.

A Non-U.S. Holder of ADSs or shares will not be jgab to United States income or withholding taxgain

from the sale or other disposition of ADSs or skangless, in general (i) such gain is effectivedyreected
with the conduct of a trade or business within lthréted States or (ii) the Non-U.S. Holder is anivwlal

who is present in the United States for at lea8td#ys during the taxable year of the disposiiondl certain
other conditions are met.
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Information Reporting and Backup Withholding

Payments of dividends on the shares or ADSs angrheeeds 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 g
and backup withholding. A U.S. Holder generallylviié subject to U.S. information reporting and hack
withholding at a rate of 30% unless the recipignguch payment supplies an accurate taxpayer fagibn
number, as well as certain other information, dreowise establishes an exemption, in the mannecpbed

by law. U.S. information reporting and backup witlding of U.S. federal income tax at a rate of 30fy
also apply to Non-U.S. Holders that are not "exerapipients" and that fail to provide certain infation as
may be required by United States law and applicaddilations. Any amount withheld under U.S. backup
withholding is not an additional tax and is genlgrallowable as a credit against the U.S. Holdésteral
income tax liability upon furnishing the requireddrmation to 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 avéélab the public at:

http://www.sec.gov/edgar/searchedgar/companyseard¢tim!, CIK: 909037.

10.1. Subsidiary Information

See Item 4.C. Organizational Structure.
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ITEM 11. QUANTITATIVE AND QUALITATIVE DISCLOSURES A BOUT MARKET
RISK

As explained elsewhere in this Annual Report, vaagact our businesses in more than 100 counthiessity
rendering our market risk dependent upon the fatains of foreign currencies and local and inteomai
interest rates. These fluctuations may generatefin the value of financial instruments taketh@normal
course of business.

We, from time to time and depending upon then airmaarket conditions, review and re-establish our
financial policies to protect our operations. Mgement is authorized by our Board of Directorsrigage in
certain derivative contracts such as forwards avaps to specifically hedge the fluctuations in iegt rates
and in currencies other than the U.S. dollar.

Derivative instruments used by us are transacti@tific so that a specific debt instrument or cacttr
determines the amount, maturity and other termghefhedge. We do not use derivative instruments fo
speculative purposes.

Interest Rate RiskAs of December 31, 2006, we had approximate® 41 our financial debt priced at Libor,
and therefore significant increases in the rateldcampact our financial condition. We also maintaie
majority of our short-term financial debt pricedlalbor plus a spread for which we do not have aimd lof
derivative contract.

Expected Maturity Date

_On Balance Sheet 2007 2008 2009 o010 2011and  ro Fairvalue
Financial Instruments thereafter

(in thousands of U.S. dollars)

Fixed Rate (US$) 22.786 22.527 22.239 21.965 385.627 475.144 308.781
200m US$ bond - Avge. Int.: 6.125% 12.25 12.250 12.250 12.250 267.375 316.375 204.612
100m UF bond - Avge. Int.: 5.26% (1) 536 10.277 9.989 9.715 118.252 158.769 104.169

Variable Rate (US$) 10.362 10.335 10.271 05.986 84.826 221.780 182.723
100m US$ loan - Avge. Int.: 5.735% &®_7 5.799 5.735 101.450 - 118.772 101.430
80m US$ loan - Avge. Int.: 5.67% 4.574 4.536 4.536 4536 84.826 103.008 81.293

Total 33.148 32.862 32510 27.951 470.453 696.924 491.504

(1) UF-bond fully hedged, under Chilean GAAP, to$uith a Cross Currency Swap. Resulting in a fikk8$ rate of 5.26%

Exchange Rate RiskAlthough the U.S. dollar is the primary currencywhich we transact our businesses,
our operations throughout the world expose us tha&xge rate variations for non-U.S. dollar curresci
Therefore, fluctuations in the exchange rate ohslecal currencies may affect our financial corafitiand
results of operations. To lessen these effectsmaimtain derivative contracts to protect the niffecence
between our principal assets and liabilities forrencies other than the U.S. dollar. These cotg#race
renewed periodically depending on the amount calvéreesach currency. Aside from this, we do notdeed
potential future income and expenses in currenafier than the U.S. dollar with the exception af Buro
and Chilean Peso. We estimate annual sales in &wdcexpenses in Chilean Peso and secure the gechan
difference with derivative contracts.
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As of December 31, 2006 and 2005 we had the foligwiet monetary assets and liabilities that argestito

foreign exchange gain or loss fluctuation:

2006 2005
Th US$ Th US$

Chilean pesos (41,922) 53,167
Brazilian real (1,332) (941
Euro 27,167 19,37
Japanese yen 73C 6,333
Mexican pesos 1,587 8,101
South African rand 11,676 7,529
Dirhams 13,554 11,54:
Other currencies 7,854 3,282

Total, net 19,314 108,38

As of December 31, 2006, for this purpose we haehdprward exchange contracts and options to b8 U.
dollars and sell foreign currency for approximatélfF 3 million (US$ 102 million), 13 million Euros
(US$17.12 million), 50 million South African Ran@idS$ 7.15 million) and 20 million Mexican Pesos @JS
1.89 million), and forward exchange contracts tg &hilean pesos and sell U.S. dollars for approtéfya

5,323.9 million Chilean Pesos (US$ 10 million)

ITEM 12. DESCRIPTION OF SECURITIES OTHER THAN EQUIT Y SECURITIES

Not applicable
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PART I

ITEM 13. DEFAULTS, DIVIDEND ARREARAGES AND DELINQUE NCIES
Not applicable

ITEM 14. MATERIAL MODIFICATIONS TO THE RIGHTS OF SE CURITY
HOLDERS AND USE OF PROCEEDS

Not applicable.

ITEM 15. CONTROLS AND PROCEDURES
(a) Disclosure Control and Procedures

Under the supervision and with the participationtttd 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 procedypessuant to Exchange Act Rules 13(a)-15(b), fahe

end of the period covered by this Annual Reporasé®l upon that evaluation, the Chief Executivec®ffand
Chief Financial Officer have concluded that the @any's disclosure controls and procedures aretiéein
providing reasonable assurance that material irdtion is made known to management and that finhaoih
non-financial information is properly recorded, geesed, summarized and reported.

The procedures associated to our internal controds designed to provide reasonable assurance that o
transactions are properly authorized, assets degusaded against unauthorized or improper use, and
transactions are properly recorded and reportedveider, 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, recognizedtttiaere are inherent limitations to the effectivenef any
internal control system regardless of how well glesd and operated. In such a way they can praxidie
reasonable assurance of achieving the desiredotooitjectives and no evaluation can provide absolut
assurance that all control issues or instancesaoflf if any, within the Company have been detected

There were no significant changes in our intermmadtiols over financial reporting that occurred dgrithe
period covered by this Annual Report that have nellg 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 @waihtaining adequate internal control over finahcia
reporting. The Company’s internal control over fin@l reporting is designed to provide reasonabgei@nce
regarding the reliability of financial reporting dirthe preparation of the financial statements faemal
purposes in accordance with generally accepteduatiog principles.

Because of its inherent limitations, internal cohtver financial reporting may not necessarilyverg or
detect some misstatements. It can only provideoredse assurance regarding financial statemenapagpn
and presentation. Also, projections of any evatuatf effectiveness for future periods are subjedhe risk
that controls may become inadequate because ofjekan conditions or because the degree of congdian
with the polices or procedures may deteriorate tines.

Management assessed the effectiveness of its ahteontrol over financial reporting for the yearded
December 31, 2006. The assessment was based enacestablished in the framework “Internal Cordret
Integrated Framework” issued by the Committee adrSpring Organizations of the Treadway Commission
(COSO0). Based on the assessment, SQM managemerdohelided that as of December 31, 2006, the
Company’s internal control over financial reportings effective.
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(c) Attestation Report of the Registered Public Aoating Firm

Our management's assessment of the effectivenesairofnternal control over financial reporting aé o
December 31, 2006 has been audited by Ernst & Ydudg, Chile, an independent registered public
accounting firm, as stated in their report, whishricluded under Item 18 Financial Statements @epé-2
and F-3.

(d) Changes in internal control

There were no changes in the Company’s internaraloaver financial reporting that occurred durigg06
that have materially affected, or are reasonakbiylito materially affect, the Company’s internahtrol over
financial reporting.

ITEM 16. [Reserved]

ITEM 16A. AUDIT COMMITTEE FINANCIAL EXPERT

On May 24, 2005 the Board of Directors approvedetsiablishment of an audit committee to comply \tliid
requirements of the NYSE corporate governance r@esJune 21, 2005, the Board of Directors detesthin
that the Company does not have an audit committemdial expert within the meaning of the reguliasio
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 Dirett@ommittee have the necessary expertise andiexrper
to perform the functions of the Directors' Comnatfirsuant to Chilean regulations.

ITEM 16B. CODE OF ETHICS

We have adopted a Code of Business Conduct théiespp the Chief Executive Officer, the Chief Fical
Officer and the Internal Auditor, as well as, td alir officers and employees. Our Code adherethdo
definition set forth in Item 16B of Form 20F undikee Exchange Act.

No waivers have been granted therefrom to theafficnentioned 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, aueiated services, tax and other services provideags (in
thousands of U.S. dollars).

Year ended December 31,

2006 2005
Audit fees 859.5 5502
Audit-related fees - -
Tax fees 202.5 168.9
Other fees 84.00 -
Total fees 1,146.0 724.1

Audit fees in the above table are the aggregate bdked by Ernst & Young in connection with thedguof
our annual Consolidated Financial Statements, #saw¢he 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 tlbt au review of our financial statements and aog n
reported under "Audit Fees."

Tax fees in the above table are fees billed by Enéoung for tax advice and tax planning services.

Directors' Committee Pre-Approval Policies and Proedures
Chilean law states that public companies are stbjetpre-approval” requirements under which alfliaand

non-audit services provided by the independenttaudiaust be pre-approved by the Directors’ Committe
Our Directors’ Committee approves all audit, audliated, tax and other services provided by Ernsio&ng.

Any services provided by Ernst & Young that are sycifically included within the scope of the dudust
be pre-approved by the Directors’ Committee prioaty 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 statentsdiiied as part of this Form 20-F annual report.

ITEM 19. EXHIBITS

(a) Index to Financial Statements

Report of Independeiitegistered Public Accounting Firm.............cooovvviiiiiimmncnennnnnne F-1
Consolidated Financial StatE@MENTS ..........cccemmmmeeiiiiiiiiiiiiiieeeeee e e e e e e e e e e ee e F-2
Consolidated Balance Sheets as of December 31,&G08005...............cccccvvvvvrnnnen. F-2
Consolidated Statements of Income for each ofttreetyears in the period

ended December 31, 2006, 2005 and 2004 ........eueerrrieeeeeiiieeeeeeneeeienseiiiieeee F-4
Consolidated Statements of Cash Flows for eacheoftiree years in the period ended

December 31, 2006, 2005 and 2004 ..........coocciuiiiiiiiieieieeeee e s F-5
Notes to the Consolidated Financial StatementsS..........ccccceeeeeeeiiiiiiiciiiiiiiecccee e F-6

Supplementary Schedules*

*All other schedules have been omitted becausg #re not applicable or the required informationsiown 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 Certificat
13.1 Section 906 Chief Executive Officer Certifioat
13.2 Section 906 Chief Financial Officer Certifioat

** Incorporated by reference to the Company’s ArlriReport on Form 20-F for the year ended Decemibe2B04 filed with the
Securities and Exchange Commission on June 30, 2005.

94



SIGNATURES

The registrant hereby certifies that it meets aithe 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 29, 2007
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Consolidated Financial Statements

SOCIEDAD QUIMICA'Y MINERA DE CHILE S.A. AND SUBSIDI ARIES

As of December 31, 2006 and 2005
and for each of the three years in the period emamber 31, 2006

Contents

Report of Independent Registered Public ACCOUMTRINGN ............cccuuiiiiiiieieiee e e e e sc e e e e e e e e e e e sanrnareeeees F-1
Report of Independent Registered Public Accourfiimgn on the management’s assessment of internalaton
and on the effectiveness of internal control aB@fember 31, 2006 .............couuuriuuuniimmmmmmm e eeee e eeerannien, F-2

Consolidated Financial Statements:
Audited Consolidated Balance Sheets as of DeceBIe2006 and 2005 ...........coeoiiiurieeeninmmmmmn e sesreeeee e sivieeeeenaes F-4
Audited Consolidated Statements of Income for edc¢he three years in the period ended

DECEMDET 3L, 2006 ....cceiiueiiiieeiitiiee et mmeeaa ettt e e e e e bbbt e e e e st bb et e e s e bbbt e e eaaeee e e e b b et e e e e ahb bt e e e e e abe e e e e e nbeneeeaaneeeeaan F-6
Audited Consolidated Statements of Cash Flowsdohef the three years in the period ended DeceBter

uUss - 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-demat@d monetary
unit. The UF rate is set daily in advance, basethe change in the Consumer Price Index of
the previous month.
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Report of Independent Registered Public Accountingrirm

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 Sndl
subsidiaries (“the Company”) as of December 31,6280d 2005, and the related consolidated stateroéinsome
and cash flows for each of the three years in #regd ended December 31, 2006. These financiamtaits are the
responsibility of the Company’s management. Ougpoasibility is to express an opinion on these riaal
statements based on our audits.

We conducted our audits in accordance with thedstias of the Public Company Accounting Oversightifglo
(United States). Those standards require that \we phd perform the audit to obtain reasonable assarabout
whether the financial statements are free of maltemisstatement. An audit also includes examinamga test basis,
evidence supporting the amounts and disclosuré®ifinancial statements, assessing the accouptingiples used
and significant estimates made by management, satliaing the overall financial statement presémtatWe
believe that our audits provide a reasonable aszur opinion.

In our opinion, the financial statements referredabove present fairly, in all material respedi® tonsolidated
financial position of Sociedad Quimica y MineraCleile S.A. and subsidiaries at December 31, 20062805, and
the results of their operations and their cash$léev each of the three years in the period endscemBber 31, 2006
in conformity with accounting principles generadlgcepted in Chile, which differ in certain respdoten accounting
principles generally accepted in the United Stafelmerica (see Note 29 to the consolidated finalrstiatements).

We also have audited, in accordance with the stdsdz the Public Company Accounting Oversight Blo@nited
States), the effectiveness of the Company’s interoatrol over financial reporting as of Decembir 3006, based
on the criteria established in Internal Controkfjated Framework issued by the Committee of Spmgso
Organizations of the Treadway Commission and opontedated June 28, 2007, expressed an unquadifigdon
thereon.

ERNST & YOUNG LTDA. é"”“t.* M

Santiago, Chile
June 28, 2007
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Report of Independent Registered Public Accountingrirm

To the Board of Directors and Shareholders of
Sociedad Quimica y Minera de Chile S.A.:

We have audited management’s assessment, includ#ueiaccompanying Form 20-F on internal contratrov
financial reporting, that Sociedad Quimica y Mineie Chile S.A. and subsidiaries (the “Company”) ntained
effective internal control over financial reportiag of December 31, 2006, based on criteria esteddliin Internal
Control—Integrated Framework issued by the CommitteSponsoring Organizations of the Treadway Ca@sioin
(the COSO criteria). The Company’s management spamsible for maintaining effective internal cohtover
financial reporting and for its assessment of tffecéveness of internal control over financial ogjing. Our
responsibility is to express an opinion on managgiseassessment and an opinion on the effectiveabsle
Company’s internal control over financial reportingsed on our audit.

We conducted our audit in accordance with the statsd of the Public Company Accounting Oversight rdoa
(United States). Those standards require that we ahd perform the audit to obtain reasonable assarabout

whether effective internal control over financieporting was maintained in all material respects. &udit included

obtaining an understanding of internal control di#ggincial reporting, evaluating management’'s assest, testing

and evaluating the design and operating effects®md internal control, and performing such othexcpdures as

we considered necessary in the circumstances. Weydd¢hat our audit provides a reasonable basisdo opinion.

A company’s internal control over financial repodiis a process designed to provide reasonablerasesu
regarding the reliability of financial reporting dathe preparation of financial statements for exkpurposes in
accordance with generally accepted accounting ipteg A company’s internal control over financigporting

includes those policies and procedures that (1jajpeto the maintenance of records that, in redsdendetail,

accurately and fairly reflect the transactions digpositions of the assets of the company; (2) idoveasonable
assurance that transactions are recorded as nectsgarmit preparation of financial statementa@cordance with
generally accepted accounting principles, and ribegipts and expenditures of the company are beaxe only in

accordance with authorizations of management arettdrs of the company; and (3) provide reasonabéeirance
regarding prevention or timely detection of unauttex acquisition, use, or disposition of the comps assets that
could have a material effect on the financial stetets.

Because of its inherent limitations, internal cohtiver financial reporting may not prevent or détmisstatements.
Also, projections of any evaluation of effectivesés future periods are subject to the risk thatrods may become
inadequate because of changes in conditions, bthieadegree of compliance with the policies orcprures may
deteriorate.
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In our opinion, management’s assessment that thmep&oy maintained effective internal control overaficial
reporting as of December 31, 2006, is fairly stabedll material respects, based on the COSOrizitélso, in our
opinion, the Company maintained, in all materia@pects, effective internal control over financiepaorting as of
December 31, 2006, based on the COSO criteria.

We also have audited, in accordance with the stdsda the Public Company Accounting Oversight Bo@nited
States), the 2006, 2005 and 2004 consolidateddiabstatements of Sociedad Quimica y Minera déeC3iA. and
our report dated June 28, 2007 expressed an ufigdalpinion thereon.

ERNST & YOUNG LTDA. é"”“t."’ M

Santiago, Chile
June 28, 2007

F-3



Sociedad Quimica y Minera de Chile S.A. and Subsiglies
Audited Consolidated Balance Sheets
(Expressed in thousand of US dollars, except as &td)

As of December 31,

ASSETS Note 2006 2005
ThUS$ ThUS$

Current assets

Cash and cash equivalents...............uvveeeemieeeiieee e, 183,943 147,956
Trade accounts receivable, net 4 177,406 155,836
Other accounts receivable, Net............uoeecceieeeeeeeeee e 4 4,857 9,737
Accounts receivable from related cOmpanies ... oooeeevvereieeeeeenn. 5 65,640 56,459
INVENTOMIES, NEL...cci it cmmmmm e e e e re e e 6 365,499 327,232
ReCOVErable taXes........coivviiiiiieiicccreee e 32,830 31,212
Prepaid expenses ...........cccceevcvvvvnn 3,885 3,189
Deferred income taxes 14 - 2,528
Other CUMENt ASSELS ....vuniieeeeee e, 11,815 8,634
Total CUMTENT ASSELS .....ceeeeei e 845,875 742,783
Property, plant and equipment, Net..........ccccoeeiiiiiiiieeee e, 7 916,928 794,647
Other Assets
Investments in related COMPANIES ...........cmmmeevimnieeeieeieeee e, 8 18,329 20,676
GOOAWIl, NEL...eiie e e e e e 9 36,331 27,209
Negative goodwill, net (1,928) (68)
INtangible aSSetS, NEL.....uiiiiiie e 4,523 4,783
Long-term accounts receivable, Net..........ccceeevviiiiimeeeeiiiiiiieiiieiiinn, 4 388 379
Long-term accounts receivable from related comganie.................. 5 2,000 2,000
Other 1oNg-termM aSSELS......cceiii it e 10 48,756 48,159
Total OtNEr ASSELS ... coeeeeeeeeeee e 108,399 103,138
LI ] = L= TSEST= ) i USSR, 1,871,202 1,640,568

The accompanying notes 1 to 29 form an integrdlgfahese consolidated financial statements.
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Sociedad Quimica y Minera de Chile S.A. and Subsiglies
Audited Consolidated Balance Sheets
(Expressed in thousand of US dollars, except as &td)

As of December 31,

LIABILITIES AND SHAREHOLDERS' EQUITY Note 2006 2005
ThUS$ ThUS$
Current liabilities
Short-term bank debt............ooouiiiiiieee e 11 58,350 85,022
Current portion of long-term bank debt ............cccccovivieiiennnnnn. 11 828 204,880
Current portion of bonds payable............com oo, 12 5,540 -
Dividends payable 264 229
Accounts payable ... 80,810 70,292
Notes and accounts payable to related companieS .o...vvvvccceenen. 5 5,807 7,662
Accrued liabilities 13 16,404 23,750
WIthNOIAINGS ... e, 11,386 13,092
T Too] g 0[S 7= D 8,722 20,675
Deferred income taxes 14 4,088 -
Deferred iNCOME ....ocoiieeieiiieeeeeeeeree e 4,065 1,262
Other current li@abilities .........cccooeeeiiiic e 1,378 1,404
Total current liabilitieS ............coovvvvivmmmmevee e 197,642 428,268
Long-term liabilities
Long-term bank debt............ccviiiiiiiiie e 11 180,000 100,000
BONAS PAYADIE ..o 12 300,724 -
Deferred iNCOME tAXES........vuvuurriureenes mmmmmmn e e eeeeeeeeessannnnsnnns e nns 14 47,361 38,895
Long-term accrued liabilities ...........ccceeeercciieece e 15 19,464 16,415
Other long-term liabilitieS ............ceveieecmmmn e e e ee e 849 1,065
Total long-term liabilities..............coovieeeei s 548,398 156,375
MINOFILY INTEIEST ...t 16 39,213 35,509
Commitments and CONtINGENCIES........uuuuiiiiieeeee e 22 - -
19.B. Shareholders' equity
Paid-in capital ...........ccoooiiiiiiiieierremi e 17 477,386 477,386
OthEI FTESEIVES ....iiiiii e i e 12 e e e e e e e e e e e s mmm e aeseenae e 17 155,190 157,287
Retained €armingS.........uuvieiiurreie e cememm e e er e e e e e enneaee s 17 453,373 385,743
Total Shareholders' equity............c.uvviiiecmccce e e 1,085,949 1,020,416
Total Liabilities and Shareholders' equity .............ccvvvvvvvinee 1,871,202 1,640,568

The accompanying notes 1 to 29 form an integral @fahese consolidated financial statements.
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Sociedad Quimica y Minera de Chile S.A. and Subsiglies

Audited Consolidated Statements of Income

(Expressed in thousands of US dollars, except as&d)

Note

Operating income

GrOSS MAIGIN ..vvveiieeeee e e e e e e e e e e e e
Selling and administrative eXpenses........ccccccceevevcvvvvvnnen.
Operating INCOME ......ccceeeeieiiiieiee e e e e

Non-operating income and expense

Non-operating iNCOME .........cccvviiiieieeeeee e 19
NON-operating EXPENSES .......cccvvvrrrrriieeereenrerereeeeeeeeeannnnens 19
NON-0PErating 0SS .......coeiiiiiiiiieiiriiiee e

Income before income taxes, minority interest and
amortization of negative goodwill.............cccoviiiiiiiiiinenns

INCOME 1AX EXPENSE ...uiiiiiiiee et eeee e 14

Income before minority interest and amortization of
negative goodWIll............eevvieieeiriiiii e

MINOKILY INTEIEST.....eeiiiiiiieiie et 16

Income before amortization of negative goodwill..................

Amortization of negative goodwill............comeeeeeeeeeeiniiinnnns 9

Net income for the year........ccccccveeeev e

For the years ended December 31,

2006 2005 2004
ThUS$ ThUS$ ThuS$
1,042,886 895,970 788,516
(753,336) (652,901)  (608,744)
289,550 243,069 179,772
(69,662) (61,878) (55,705)
219,888 181,191 124,067
19,293 16,433 20,829
(55,341) (50,755) (38,420)
(36,048) (34,322) (17,591)
183,840 146,869 106,476
(37,916) (32,527) (27,308)
145,924 114,342 79,168
(4,715) (1,039) (5,139)
141,209 113,303 74,029
68 203 203
141,277 113,506 74,232

The accompanying notes 1 to 29 form an integral@fahese consolidated financial statements.
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Sociedad Quimica y Minera de Chile S.A. and Subsiglies
Audited Consolidated Statements of Cash Flows
(Expressed in thousands of US dollars, except as&d)

For the years ended December

Note 200¢ 200¢ 200¢
ThUS$ ThUS$ ThUS$
Cash flows from operating activitie:
= T oo o SRR 141,27 113,50t 74,23.
Charges (credits) to income not representing caslows
Depreciation EXPEN ..........vuvrieriiiiiniieeieiieriiriinian e e aeeeaas 7 90,35¢ 70,05¢ 62,69(
Amortization of intangible asst........cccccvvveeeeiiiiiiie e, 91t 49¢ 17:
Write-0ffs and acCrua ............eeeeeveiiiiiiiiiniiie e, 16,51: 17,03¢ 23,58¢
Equity participation in net income of unconsolidhievestee. (2,314 (3,073 (4,897
Equity participation in net losses of unconsolidatedeistee... 362 A7 387
Amortization of gOOAWIl.......uuveviiiiiiiiiic e, 9 2,22¢ 2,07( 1,07:
Amortization of negative goodw............ccccvvvvieiiieieiieeeeeennn, 9 (68) (203 (203
(Gain) loss on sales Of ast........uvvveveeeeeeiiiiicicie e, (809 21¢ 28¢
Gains on sale of INVESIME.............uuviveiiiiiiinveeevieris (732 - (8,820
Other credits to income not representing cash '................ 22 (2,762 (10,109 (1,919
Other charges to income not representing cash .............. 22 82,333 87,689 59,09:
Foreign currency exchange and p-level restatement, n...... 2,26: 3,80¢ 47t
Net changes in operating assets and liabilitie
ACCOUNES rECEIVAD .....eevviiiec e, (240 (15,838 (9,447
[N g1 (o] 1= SRRt (46,730 (58,807 (40,665
Other @SSE ..uiiiiiiii i 7,917 (10,783 (770
ACCOUNES Payab ... (23,359 (6,£20) (6,829
Interest payab ........cccvevieeiiiie e 2,96¢ 34¢ (38)
Net income taxes payal.........cccccveeeeeieeeeciiiieee e, (49,515 (25,620 1,28¢
Other accounts payal...........ccoeeecivvvieeeeiiiiiieeeee e (10,840 (10,517 (2,935
VAT and taxes payak........cccoovveveeieiiii e, 6,72¢ (3,282 137
MiINOFILY INTEIES......uiiiiiieieieie e 16 4,71F 1,03¢ 5,13¢
Net cash provided bv operatina activi........................ 221.20( 151.98: 152.02¢
Cash flows from financing activities
Proceeds from bank financi.............cccccceiniininis 259,25 185,00 83,301
Proceeds from issuance of bo ..., 299,83 - -
Payments of dividen................ouviviiiiiiiiiiniiceieenn (74,566 (51,732 (25,706
Repavment of bank financi............ccccevvvvviiii e, (406,282 (6.000 (192,696
Pavment of expenses for the issuance and placerhbahds (6,629 - -
Net cash provided bv (used in) finandetivities......... 71.61¢ 127.26¢ (135.095)
Cash flows from investing activitie:
Sales of property, plant and equipn .........cccoovviviiiiiiiieinnnn, 10,28¢ 2,54¢ 741
Sales of investments in related compg........ccccceeeveveennne, 5,79( - -
Sales of permanent INVESTME ..........cccevvveveieeeeiviiieee e - - 69,33’
Sales other INVESIME!.........cooiiiiiiiiiiic e - - 21C
Othelinvesting iINCOM ........c.ooiiiiiiiiiiee e 50C 1,34t 877
Additions to property, plant and equip .......cccccveeeeeiiiiennnes (175,788 (185,603 (51,758
Capitalized INTEre ........uvvviiiiieeee e (10,948 (5,140 (1,708
Purchase of permanent investments, net of cashradgf
ThUS$ 24.311. 836 and 242 rectivelV...........cccoeveenenn... (64,574) (12,026) (37,079)
Investments in financial iNStrume ...........cccceeevviiiiiineens - (2) (13)
Other disbursemer ... (504 (666 -
Net cash used in investing activitieS.............c..coee.... (259,546) (199,546) (19,393)
Effect of inflation on cash and cash equival........................ 2,72( 1,49] (58)
Net change in cash and cash equiva..................ccccvevvveennn, 35,987 81,20: (2,520
Beainnina balance of cash and cash eauive....................... 147 95t 66.75: 69.27:
Ending balance of cash and cash equivalents.................. 2e) 183,943 147,956 66,753

The accompanying notes 1 to 29 form an integral@fahese consolidated financial statements.
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Sociedad Quimica y Minera de Chile S.A. and Subsiglies
Audited Consolidated Statements of Cash Flows
(Expressed in thousands of US dollars, except as&d)

For the years ended December

200¢ 2008 200/
ThUS$ ThUS$ ThUS$
Supplemental cash flow information
INTEIEST PAI ..ciiei e 37,88¢ 20,31t 18,98¢
INCOME TAXES PA..uvviniiiiiiiii ittt 49,51¢ 22,33( 2,46¢
Capital lease obligatit ............uiieiiiiiiieeeecice e 274 204 222

The accompanying notes 1 to 29 form an integralgfahese consolidated financial statements.
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Sociedad Quimica y Minera de Chile S.A. and Subsiglies
Notes to the Audited Consolidated Financial Statenms
(Expressed in thousands US dollars, except as stdje

Note 1 — Company Background

Sociedad Quimica y Minera de Chile S.A. (the “Comypa was registered with the Chilean Superintengeot
Securities and Insuranc&yperintendencia de Valores y Segurd$SVS”) on March 18, 1983. The Company is
regulated by the SVS as well as by the United St8&curities and Exchange Commission (“SEC”) siesaing
American Depositary Receipts (“ADRs”) in Decemb884i.

References herein to “Parent Company” are to Sadi€gliimica y Minera de Chile S.A. and referencesihdo the
“Company” or “SQM” are to Sociedad Quimica y Minata Chile S.A. together with its consolidated sdiasies
and the companies in which Sociedad Quimica y Mimier Chile S.A. holds significant equity interests.

The Company is an integrated producer and distibot specialty fertilizers, iodine, lithium andhet industrial
chemicals. The Company extracts natural resoumesiavelops them into products, which it then distes 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 statemiesw® been prepared in US dollars in accordanceasitbunting
principles generally accepted in Chile (“Chilean &X) and the regulations of the SVS. Certain actiogrpractices
applied by the Company that conform with Chilean ARPAdo not conform with accounting principles gefigra
accepted in the United States (“US GAAP”) or Intional Financial Reporting Standards (“IFRS").

The consolidated financial statements include theoants of Sociedad Quimica y Minera de Chile SaAd
subsidiaries (companies in which the Parent Compenigs a controlling participation, generally eqt@ldirect or
indirect ownership of more than 50%). All signifiteinter-company transactions and balances have &l@ainated
in the consolidation.

The preparation of financial statements in confoymiith Chilean generally accepted accounting ppies requires
management to make estimates and assumptionsfféactttae reported amounts of assets and liakslitiésclosures
of contingent assets and liabilities as of the d@étihe financial statements and the reported amsoofirevenues and
expenses during the reported period. Actual resolttd differ from those estimates.
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Sociedad Quimica y Minera de Chile S.A. and Subsiglies
Notes to the Audited Consolidated Financial Statenms
(Expressed in thousands US dollars, except as stdje

Note 2 — Summary of Significant Accounting Policiegcontinued)
a) Basis for the preparation of the consolidated fiancial statements (continued)
The majority-owned subsidiaries of the SQM S.AoBBecember 31, 2006, 2005 and 2004 are as follows:

Direct or indirect ownership

2006 2005 2004

Foreign subsidiaries: % % %
Nitrate Corp. of Chile Limited (United Kingdom)...................... 100.00 100.00 100.00
Soquimich SRL (Argentina) ..............iees s ommmmneeeeereeeeeeereennnnnnnne 100.00 100.00 100.00
Nitratos Naturais do Chile Ltda. (Brazil) 100.00 100.00 100.00
SQM Europe NV (Belgium)........cceeviivereeiievmmeieeeeesaneineeesneees 100.00 100.00 100.00
SQM North America Corp. (USA).....cooveeiiiiiiieeeeeeeeee e, 100.00 100.00 100.00
North American Trading Company (USA) ........cceeeecvivveeeemmenn 100.00 100.00 100.00
SQM PErU S.A et 100.00 100.00 100.00
SQM Corporation NV (Dutch Antilles) ...........ommeveerereemereeennn. 100.00 100.00 100.00
S.Q.1. Corporation NV (Dutch Antilles)........cweeeeeeriiiiieeeeeeenn. 100.00 100.00 100.00
Soquimich European Holding BV (Holland).......cmmeeeeeeeeeeennnn, 100.00 100.00 100.00
PTM - SQM Ibérica S.A. (SPaiN).........cuuretammmmmreeeeereeeeenireeeesnnns 100.00 100.00 100.00
SQMC Holding Corporation LLP (USA)........ccciccceevvvvveevimnnnnnns 100.00 100.00 100.00
SQM ECUAAOr S.A. .. .ottt 100.00 100.00 100.00
Cape Fear Bulk LLC (USA).......oviiiiiiiiee e icmeemseieee e e eeee e 51.00 51.00 51.00
SQM Investment Corporation NV (Dutch Antilles)................... 100.00 100.00 100.00
SQM Brasil Ltda. ....ceveeveiiiiiie e eesieee e 100.00 100.00 100.00
Royal Seed Trading Corporation AVV (Aruba)........................ 100.00 100.00 100.00
SQM Japan K.K. ...t e 100.00 100.00 100.00
SQM Oceania PTY Limited (Australia) 100.00 100.00 100.00
SQM France S.A. ..ot eee e 100.00 100.00 100.00
RS Agro-Chemical Trading AVV (Aruba)..........ccceeeeivivvveamnnne. 100.00 100.00 100.00
SQM Comercial de México S.A. de C.V. .....oooieeeceeiiiiiiieee. 100.00 100.00 100.00
SQM INAONESIA. ...t e e 80.00 80.00 80.00
SQM Virginia LLC (USA) ..o ittt 100.00 100.00 100.00
Agricolima S.A. de C.V. (MEXICO).........ccovvrmmmrrrrrrimirieeeeaeeeeenn 100.00 100.00 100.00
SQM VENEZUEIA S.A. ..ooiiiiiiie ettt eeee 100.00 100.00 100.00
SQM Italia SRL (ItalY)...ccoiiiiiiiieiiee e 100.00 95.00 95.00
Comercial Caiman Internacional S.A. (Cayman Islands.......... 100.00 100.00 100.00
Mineag SQM Africa Limited (South Africa) ........ccccceeeiiiinniinnnne, 100.00 100.00 100.00
Fertilizantes Olmeca y SQM S.A. de C.V. (MexicQ)................. - 100.00 100.00
Administracion y Servicios Santiago S.A. de C. VeQM:o) .......... 100.00 100.00 100.00
SQM Lithium Specialties LLC (USA)... 100.00 100.00 100.00
SQM Nitratos México S.A. de C.V. (MeX|co) ........................... 51.00 51.00 51.00
Fertilizantes Naturales S.A. (Spain) (1) ....cccceceeeeeeeeeeiiiineeeeennn. 66.67 - 50.00
lodine Minera B.V. (Holland) ............cc.cvvmmmmeeeeee e, 100.00 - -
SQM Dubai — Fzco (United Arab Emirates). .....ccceeeeveveenvveennn, 100.00 100.00 -

(1) Up to December 31, 2004 the Company exertedraioover Fertilizantes Naturales S.A. and thaitgmwas
included in the consolidation for the year endedddeber 31, 2004. Beginning January 1, 2005, thepaosn
lost the control over this entity and thereforehits been excluded from consolidation for the yeated
December 31, 2005. During 2006 the Company acquidelitional participation in the entity and incladi in
the consolidation for the year ended December 3062
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Sociedad Quimica y Minera de Chile S.A. and Subsiglies
Notes to the Audited Consolidated Financial Statenms
(Expressed in thousands US dollars, except as stdje

Note 2 — Summary of Significant Accounting Policiegcontinued)
a) Basis for the preparation of the consolidated fiancial statements (continued)

Direct or indirect ownership

2006 2005 2004

Domestic subsidiaries: % % %
Servicios Integrales de Transitos y TransfererBiés ................ 100.00 100.00 100.00
Soquimich Comercial S.A. .....ovviiiiieeie e 60.64 60.64 60.64
Isapre Norte Grande Limitada.................c. 100.00 100.00 100.00
Almacenes y Depdsitos Limitada 100.00 100.00 100.00
Ajay SOM Chile S.A. ... e 51.00 51.00 51.00
SQOM NItratOS S.A. .o erreee e e e e 99.99 99.99 99.99
Proinsa LIMIitada ..........coooiiiiiiiiiiii s et 60.58 60.58 60.58
SQM POtaSIo S.A. oottt e e 100.00 100.00 100.00
SQMC International Limitada............ocoeeceeeeerieveriiniiiiin, 60.64 60.64 60.64
SQM SaAlAr S.A. .o e 100.00 100.00 100.00
SOM INAUSEHAl S.A ..o 100.00 100.00 100.00
Minera Nueva Victoria S.A. ......oooiiiiiiiiiee e 100.00 - -
Exploraciones MIiNeras S.A.......cvvveeeiiiicccieee e 100.00 - -
Sociedad Prestadora de Servicios de Salud Crudated S.A...... 100.00 - -
Comercial HYydro S.A. ..o cmememeer e s 60.64 60.64 60.64

All significant inter-company balances, transactiamd unrealized gains and losses arising fronsations between
these companies have been eliminated in consdidati

b) Period presented

These consolidated financial statements have bespaped as of December 31, 2006 and 2005 and &br @fathe
three years in the period ended December 31, 2006.
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Sociedad Quimica y Minera de Chile S.A. and Subsiglies
Notes to the Audited Consolidated Financial Statenms
(Expressed in thousands US dollars, except as stdje

Note 2 - Summary of Significant Accounting Policiegcontinued)
c) Reporting currency and price-level restatement

The financial statements of the Company are prepar&S dollars a significant portion of the Comparoperations
are transacted in US dollars. The US dollar is iciEmed the currency of the primary economic enviment in which
the Company operates.

Under Chilean GAAP, the Parent Company and thobsidiaries which maintain their accounting recoinldJS
dollars are not required, or permitted, to restia¢ehistorical dollar amounts for the effects dfation in Chile.

In accordance with Chilean GAAP the financial stegats of domestic subsidiaries that maintain thegounting

records in Chilean pesos have been restated tectdfie effects of variations in the purchasing @owf Chilean

pesos during the year. For this purpose, and imrdaoce with Chilean regulations, non-monetary tasaed

liabilities, equity and income statement accourstgehbeen restated in terms of year-end constaos iEssed on the
change in the consumer price index during the ¢24f6 and 3.6% in 2006 and 2005, respectively). rEsalting net
charge or credit to income arises as a resulteofjtin or loss in purchasing power from the holdihgon-US dollar

denominated monetary assets and liabilities exptusdte effects of inflation.

Index-linked assets and liabilities
Assets and liabilities that are denominated in rlittked units of account are stated at the year-emues of the

respective units of account. The principal indewdid unit used in Chile is tHénidad de Foment¢‘UF"), which is
adjusted daily to reflect the changes in Chile’s.GRlues for the UF are as follows (US dollar js¥):

Uss
December 31, 2004 ............ 31.07
December 31, 2005 ............ 35.07
December 31, 2006 ............ 34.44
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Sociedad Quimica y Minera de Chile S.A. and Subsiglies
Notes to the Audited Consolidated Financial Statenms
(Expressed in thousands US dollars, except as stdje

Note 2 - Summary of Significant Accounting Policie¢continued)
d) Foreign currency
i) Foreign currency transactions
Monetary assets and liabilities denominated iHe2im pesos and other currencies have been trathstatéS
dollars at the observed exchange rates determipabebCentral Bank of Chile as of each year-ence ®bserved

exchange rates of Chilean pesos were Ch$ 532.3W880 at December 31, 2006 and Ch$ 512.50 per @6$1
December 31, 2005.

ii) Translation of non-U.S. dollar financial staterments

In accordance with Chilean GAAP, the financiatesteents of foreign and domestic subsidiaries tbatat
maintain their accounting records in US dollars tea@slated from the respective local currencieb 8. dollars in
accordance with Technical Bulletin No. 64 and NB.of the Chilean Association of Accountants (“BT &dd BT
72") as follows:

. Domestic subsidiaries

For those subsidiaries and affiliates located iileClihich keep their accounting records in priceeleadjusted
Chilean pesos:

- Balance sheet accounts are translated to USrsdlola the year-end exchange rate without
eliminating the effects of price-level restatemdrite assets and liabilities were translated into US
dollars at the exchange rates as of the respebtiance sheet dates of Ch$ 532.39 and Ch$
512.50 per US$ 1 as of December 31, 2006 and 268pectively.

- Income statement accounts are translated to W&rslat the average exchange rate each month.
The monetary correction account on the income retie which is generated by the inclusion of
price-level restatement on the non-monetary asmeds liabilities and shareholders’ equity, is
translated to US dollars at the average exchangdoraeach month.

- Translation gains and losses, as well as thefieicel restatement to the balance sheet mentioned

above, are included as an adjustment in sharelsoleiguity, in conformity with Circular No. 1697
of the SVS.
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Sociedad Quimica y Minera de Chile S.A. and Subsiglies
Notes to the Audited Consolidated Financial Statenms
(Expressed in thousands US dollars, except as stdje

Note 2 - Summary of Significant Accounting Policie¢continued)
d) Foreign currency (continued)

. Foreign subsidiaries

The financial statements of those foreign subdibathat keep their accounting records in currenoider
than the US dollar have been translated at histioeicchange rates as follows:

- Monetary assets and liabilities are translategeat-end exchange rates between the US dollar and
the local currency.

- All non-monetary assets and liabilities and shalders’ equity are translated at historical
exchange rates between the US dollar and the ¢ocedncy.

- Income and expense accounts, except for suclugtscthat are calculated using historical rates (e.
depreciation and amortization) are translated atage exchange rates between the US dollar and
the local currency.

- Any exchange differences are included in theltesii operations for the period.

Foreign exchange differences for the period eridecember 31, 2006, 2005 and 2004 generated nebfoss

ThUS$ (2,263), ThUS$ (3,804) and ThUS$ (475) retpalg, which have been charged to the consolidated
statements of income in each respective period.

The monetary assets and liabilities of foreign glibges were translated into US dollars at thehexge rates
per US dollar prevailing at December 31, as follows

As of December 31,

_2006 2005 2004
US$ US$ Uss$
Brazilian Real..........ccoooovveeiiiiiiiiiiiceen, 2.14 2.34 2.65
New Peruvian Sol.........ccccoeveviivvvieiieiennn. 3.19 3.34 3.47
Argentine PeSso ........ccccevvieveiiiiiieiceeees 3.06 3.03 2.98
Japanese YeNn....ccooeciiieeeeees 119.11 118.07 104.21
U (o T 0.76 0.85 0.73
Mexican PeSO .........coeeviveiiiiiiiiiiieceieeeans 10.88 10.71 11.22
Indonesian Rupee...........ccccvvvvvievireeeeennn, 9,830.04 9,290.00 9,289.97
Australian Dollar..........cococeviiiieiiiiimeens 1.27 1.36 1.28
Pound Sterling..........coccociiviiiiiieee e 0.51 0.52 0.52
Ecuadorian SUCre.........c.oocovvvveeeeeeee . 1.00 1.00 1.00
South African Rand............cceoeevvviiiviemen. 6.99 6.33 5.80

The Company uses the “observed exchange rate” hwkithe rate determined daily by the Chilean Geéntr
Bank based on the average exchange rates at wénidets conduct authorized transactions.
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Sociedad Quimica y Minera de Chile S.A. and Subsiglies
Notes to the Audited Consolidated Financial Statenms
(Expressed in thousands US dollars, except as stdje

Note 2 - Summary of Significant Accounting Policiegcontinued)

e) Cash and cash equivalents

The Company considers all highly liquid investmesith a remaining maturity of less than 90 daysfabe closing
date of the financial statements to be cash eqrntsl

As of December 31,

2006 2005 2004
ThUS$ ThUS$ ThUS$
CaSh e 20,915 13,273 18,559
Time depPOoSItS...ccccceeeiiiiiiiiiie e 32,707 1,483 15,854
Mutual funds ..o 130,321 132,303 30,797
Repurchase agreements ..........ccceeeeee e ceemnenn - 897 1,543
TOtAl e 183,943 147,956 66,753

f) Time deposits
Time deposits are recorded at cost plus accruedesttand UF indexation adjustments, as applicable.
o)) Allowance for doubtful accounts

The Company records an allowance for doubtful astiased on estimated probability of unrecovetgbif
accounts receivable determined on the basis ddexlog-case analysis of the situations of customers.

This allowance is presented as a deduction frontéli@counts receivable, Notes receivable and Gitevunts
receivable.

h) Inventories and materials

Inventories of finished products and work in pracaee valued at average production cost. Raw raltemd goods
for resale acquired from third parties are stateavarage acquisition cost and materials-in-trasustvalued at cost.
These values do not exceed net realizable values.

Inventories of non-critical spare parts and sugpéiee classified as other current assets, excepghdse items for
which the Company estimates a turnover period aesx of one year, which are classified as othg-term assets.

Inventories are stated net of allowances for olsaddd unsalable items determined based on tedisiiadies of
inventory conditions and usefulness.
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Notes to the Audited Consolidated Financial Statenms
(Expressed in thousands US dollars, except as stdje

Note 2 - Summary of Significant Accounting Policiegcontinued)
i) Income taxes and deferred income taxes

Current income tax provisions are recognized onhbtagis of respective enacted tax laws and regoktio each
jurisdiction where the Company operates.

The Company records deferred income taxes in aancsd with Technical Bulletin No. 60 (“BT 60”) and
complementary technical bulletins thereto issuedhieyChilean Association of Accountants, and witf6SCirculars
No. 1466 and No. 1560, recognizing, using the liigbmethod, the deferred tax effects of tempordifferences
between the financial and tax values of assetdiabifities. As a transitional provision at thetelaf adoption of BT
60, a contra asset or liability has been recordésktting the effects of the deferred tax assets$ labilities not
recorded prior to January 1, 2000. Such contratassliability must be amortized to income ovee thstimated
average reversal periods corresponding to the lymdgrtemporary differences to which the deferred aisset or
liability relates calculated using the tax ratest thill be in effect at the time of reversal.

Deferred tax assets are further reduced by a vatuatlowance, if based on the weight of availaglédence it is
more-likely-than-not that some portion of the defdrtax assets will not be realized.

)] Property, plant and equipment

Property, plant, equipment and property rights raeorded at acquisition cost, considering in gdnanaaverage
residual value of 5%, except for certain assetswieae restated in accordance with a technicalagalrin 1988. The
depreciation of property, plant and equipment reentralculated using a straight-line method, basetthie estimated
useful lives of the assets that for major clas$éiseoproperty, plant and equipment are as follows:

Estimated

years of

useful life
Mining CONCESSIONS........ucvviiiiiiieeennn. 7-13
Building and infrastructure.................. 3-80
Machinery and equipment.................. 3-35
Other.....coooiiiiiiie e, 2-30
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Sociedad Quimica y Minera de Chile S.A. and Subsiglies
Notes to the Audited Consolidated Financial Statenms
(Expressed in thousands US dollars, except as stdje

Note 2 - Summary of Significant Accounting Policie¢continued)

)] Property, plant and equipment (continued)

Property, plant and equipment acquired throughnfifed lease agreements are accounted for at tleemrealue of
the minimum lease payments plus the purchase ojésed on the interest rate included in each auntrdahe
Company does not legally own these assets anddher@annot freely dispose of them.

In conformity with Technical Bulletin No. 31 and 38 the Chilean Association of Accountants, the @any
capitalizes interest cost associated with the fimanof new assets during the construction pericglioh assets.

Maintenance costs of plant and equipment are ctaogexpenses as incurred.

The Company obtains property rights and mining essimns from the Chilean state. The property sigie usually
obtained without initial cost (other than minoirfg fees) and once obtained, are retained by thep@ay as long as
the annual fees are paid. Such fees, which am g@iually in March, are recorded as prepaid asssdsare

amortized on a straight-line basis over the follggviwelve months. Values attributable to mining cassions are
recorded in property, plant and equipment.

k) Investments in related companies

Investments in related companies over which the gzom has significant influence, are included ineothssets and
are recorded using the equity method of accountimgaccordance with SVS Circulars No. 368 and 169d
Technical Bulletins No. 64 and 72 issued by theléaim Association of Accountants. Accordingly, thentpany’s
proportional equity share in the net income orloss of each investee is recognized in non-opeyatinome and
expenses in the consolidated statements of incamenaccrual basis, after eliminating any unredligfits from
transactions with the related companies.

The translation adjustment resulting from conversiof investments in domestic subsidiaries thatntaai their
accounting records and are controlled in Chileasopeto US dollars is recognized in other reservéhirw
shareholders’ equity (cumulative translation adpesit). Direct and indirect investments in foremmsidiaries or
affiliates are controlled in US dollars.

Investments in which the Company has less than g@agticipation, however, has the capacity to exigmicant

influence over the investment, because SQM’s noenfoem part of its Board of Directors, have beetued using
the equity method.
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Notes to the Audited Consolidated Financial Statenms
(Expressed in thousands US dollars, except as stdje

Note 2 - Summary of Significant Accounting Policie¢continued)
) Goodwill and negative goodwill

Until December 31, 2003, goodwill was calculatedtlas excess of the purchase price of acquired compaver
book value of their net assets, whereas negatieewitl arose when the net assets acquired excetbaegurchase
price. Beginning January 1, 2004, the Company atbpiechnical Bulletin No. 72 of the Chilean Asstoia of

Accountants that changes the basis for accountingdodwill and negative goodwill, introducing tfar value of

the acquired net assets as the basis to be compattedourchase price in a business combination riteio to

determine goodwill or negative goodwill.

Goodwill and negative goodwill resulting from acgjtions of equity method investments are controitethe same
currency in which the investment to which it retate measured.

Both goodwill and negative goodwill are amortizeglséd on the estimated period of investment retuhich is
generally 20 and 10 years for goodwill and negagiwedwill, respectively.

m) Intangible assets

Intangible assets are stated at cost plus acquisttipenses and are amortized over a maximum pefiéd years, in
accordance with Technical Bulletin No. 55 of th&l€m Association of Accountants.

n) Mining development cost

Mine exploration costs and stripping costs to namproduction of mineral resources extracted faperating mines
are considered variable production costs and aredad in the cost of inventory produced during fpiegiod. Mine

development costs at new mines, and major developoosts at operating mines outside existing anedsr extraction
that are expected to benefit future productioncamgtalized under Other long-term assets capti@haanortized using a
units-of-production method over the associated gmoand probable reserves estimations. The Competeyngines its
proven and probable reserves based on drillingebsampling and geo-statistic reservoir modelingrafer to estimate
mineral volumes and composition.

All other mine exploration assets costs, includixgenses related to low grade mineral resourcekeriy the reserves
not economically exploitable, are charged to ttseilts of operations in the period in which they iamirred.

0) Staff severance indemnities

The Company calculates the liability for staff sewee indemnities based on the present value chdhried benefits
for the actual years of service worked based omageeemployee tenure of 24 years and a real agis@iunt rate of
8% (9% in 2004).

p) Vacations

The cost of employee vacations is recognized irfitfacial statements on an accrual basis.
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Notes to the Audited Consolidated Financial Statenms
(Expressed in thousands US dollars, except as stdje

Note 2 - Summary of Significant Accounting Policie¢continued)
q) Reverse repurchase agreements

These operations are registered in Other curreggt@asat the amount of the purchase. Interest grézed on an
accrual basis in accordance with SVS Circular N6&. 7

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, whichrecerded in
conformity with Technical Bulletin No. 57 of the {Bdan Association of Accountants. Such contraces ganerally
recorded at fair value with net gain or losses gacxed in results.

t) Revenue recognition

Revenue is recognized on the date goods are pHysiedivered or when they are considered deliveaedording to
the terms of the contract.

u) Computer software

Computational systems developed internally usimgGbmpany’s personnel and materials are chargettdone during
the year in which the expenses are incurred. lordance with Circular No. 981 issued by the SVSnmater systems
acquired by the Company are recorded at cost.

V) Research and development expenses

Research and development cost are charged to ¢bhm@nstatement in the period in which they arerimzl Property,
plant and equipment that are acquired for usesaareh and development activities and determingdavide additional
benefits to the Company are recorded in propetant@and equipment.

w) Bonds payable

Bonds are stated at the principal amount plus ésteaccrued. The difference between the carryalgevand the
placement value is capitalized and amortized okiergeriod up to maturity of the bonds. Expensesried in the
issuance and placement of the bonds as well asutitscand premiums are deferred and amortized tisingtraight-line
method over the period of the bond. The deferrgobeses are classified to Other long-term assefite wiportion to be
amortized within one year is presented within Otberrent assets. The amortization charge is predeint interest
expense.
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Notes to the Audited Consolidated Financial Statenms
(Expressed in thousands US dollars, except as stdje

Note 2 - Summary of Significant Accounting Policie¢continued)

X) Provisions for mine closure costs

The Company recognizes provisions to cover costscieed with mine closure and mining facilitiesl anitigation of
environmental damage according to the best esbmati the required expenses. The amount determipdesented
under Accrued expenses in Long-term liabilities.

y) Deferred income

Deferred income relate to the recognition of docotee sales, the delivery of which occurs subseqtetite closing
date of the financial statements.

Note 3 - Changes in Accounting Estimates

During the year ended December 31, 2005, the Coynplaanged the discount rate used for the deterimimaff staff
severance indemnities provision from 9% appliethenyear ended December 31, 2004 to 8%. This chgangerise to a
higher charge to income for the year ended DeceBhe2005 of ThUS$ 678.

During the year ended December 31, 2005, the sabgi®QM Industrial S.A. (formerly PCS Yumbes SCiklat was

acquired in December 2004) changed the method mfedmtion of certain assets from the unit of pdgin to the
straight-line method based on the estimated remigichnical useful lives of the different classkassets.
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Notes to the Audited Consolidated Financial Statenms
(Expressed in thousands US dollars, except as stdje

Note 4 - Short-term and long-term Accounts Receivdbe

a) Short term and long-term accounts receivableosimel accounts receivable as of December 31 dadeatbas

follows:
Between 90 days Total
Up to 90 days and 1 year Short-term (net)
2006 2005 2006 2005 2006 2005
ThUS$ ThuS$ ThUS$ ThUS$ ThUS$ ThUS$
Short-term
Trade accounts receivable.............. 95,111 105,618 41,743 12,570 136,854 118,188
Allowance for doubtful accounts ... (7,419) (7,737)
Notes receivable...........ccccccveeeeeenes 50,859 34,950 354 13,894 51,213 48,844
Allowance for doubtful accounts ... (3,242) (3,459)
Accounts receivable, net................. 177,406 155,836
Other accounts receivable............... 5,582 9,454 407 999 5,989 10,453
Allowance for doubtful accounts ... (1,132) (716)
Other accounts receivable, net ....... 4,857 9,737
Total short-term receivable............. 182,263 165,573
Long-term receivables.................... 388 379

b) Changes in the allowance for doubtful accounmtgtfe years ended December 31 are as follows:

2006 2005 2004
ThUS$ ThUS$ ThUS$
AtJdanuary 1, .....ccccceeiiiiiniieiiiiiei v eeeeees 11,912 10,891 9,985
Charged to eXpenses.........ccceeeevevvvvmemennn. 1,598 1,741 3,537
Deductions (release)..........cccceeeeeveivs e (542) (1,097) (2,937)
Exchange rate differences..............ccccvveee. a77) 377 306
Business disposals and other...................... (998) - -
At December 31, ....coooviiiiieiiiee e, 11,793 11,912 10,891
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Note 4 - Short-term and long-term Accounts Receivdb (continued)

c) Consolidated Short-term and Long-term Receivsablby geographic location of customer are asvi@io

Chile
2006 2005

Europe, Africa and
the Middle East

2006

2005

ThUS$ ThuS$

Net short-term trade accounts receivable

ThUS$ ThUS$

Asia and
Oceania

2006

2005

USA, Mexico Latin America
and Canada and the CGibbean
2006 2005 2006 2005

ThUS$ ThUS$

ThUS$ ThUS$

ThUS$ ThUuS$

Total
2006 2005
ThUS$ ThUS$

Balance 42,375 35,860 43,402 26,345 4,575 7,069 28,730 337,4 10,353 13,744 129,435 110,451
% of total 32.74% 32.47% 33.53% 23.85% 3.53% 6.40% 22.20% 424.8 8.00% 12.44% 100.00%4.00.00%
Net short-term notes receivable

Balance 41,270 38,016 2,093 2,826 340 563 994 357 3,274 233,6 47,971 45,385
% of total 86.03% 83.76% 4.36% 6.23% 0.71%  1.24% 2.08% 0.79% .82% 7.98%  100.00%100.00%
Net short-term other accounts receivable

Balance 2,815 4,631 585 1,504 9 11 1,277 3,064 171 527 74,85 9,737

% of total 57.96% 4756% 12.04% 15.45% 0.19% 0.11% 26.29% 7%1.4 3.52% 5.41%  100.00%100.00%
Subtotal short-term accounts receivable, net

Balance 86,460 78,507 46,080 30,675 4,924 7,643 31,001 530,8 13,798 17,894 182,263 165,573
% of total 47.44% 47.42% 25.28% 18.53% 2.70% 4.62% 17.01% 2¥8.6 7.57% 10.81% 100.00%4.00.00%
Long-term accounts receivable, net

Balance 368 322 - - - 42 - - 20 15 388 379
% of total 94.85% 84.96% - - - 11.08% - - 5.15% 3.96%  100.00%100.00%
Total short and long-term accounts receivable, net

Balance 86,828 78,829 46,080 30,675 4,924 7,685 31,001 530,38 13,818 17,909 182,651 165,952
% of total 47.54% 4750% 25.23% 18,48% 2.70% 4.63% 16.96% 0.6 7.57% 10.79% 100.00%4.00.00%
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ITEM 20.
ITEM 21. Note 5 - Balances and Transactions with Related Piags

Accounts receivable from and payable to relatedpamies are stated in US dollars and accrue ncestter
Transactions are made under terms and conditiasth similar to those offered to unrelated tphacties.

a) Amounts included in balances with related partig of December 31, 2006 and 2005 are as follows:

Short-term Long-term
200¢ 200t 200¢ 200t
Thus¢ ThUS$ ThUS$ ThUS$

Accounts receivabls
DOKLOr Tars ......coovveeeeeiiiiieeeeeeeeeeeeeee e 8,44¢ 12,68¢ - -
Fertilizantes Naturales S.............cccccceeeiieeennne, - 5,881 - -
Nutrisi Holding N.V. ..o, 1,60¢: 1,43: - -
Generale de Nutrition Vegetale S.................. - 132 - -
Ajay Europe S.AR.L....cooooiiiiieiiiiiiiiii e 8,617 1,94¢ - -
Ajay North America LLC.......cccoeeeveeeieiinnnnnn. 3,271 2,42( - -
Abu Dhabi Fertilizer Ind. WL ........ccceveeeeeeeen. 3,73: 3,35¢ 2,00( 2,00(
Impronta SRL.........ccooiiiiiiiiiii e, 1,09¢ 5,04z - -
NUS B.V. oot 413 467 - -
Sales de Magnesio S...........cccvvvvvvvvvvvinnnnennn. 86 72 - -
SQM AQro INdie ......cccvvvvieiiiiiieee e 11¢ - - -
Misr Specialty Fertilizel.........cccccoeeeeiiiiinnnnnnn. 462 - - -
Socieded de Inversiones Pampa Calichera .. 8 4 - -
SAC S A - 4 - -
Kowa (Japar.........ccceevvvevvvviviiiieeeeeeeeeeveesvnneen, 8,60¢ - - -
PCS SaleS In...cccooiiiiiee e, 10 - - -
Yara AR 2 - - -
Yara Benelux B.M......oeeieiiiiiiie, 78 22z - -
YaraHellas S.A ..o 310 11€ - -
Yara International Australia PT .........cccccee...., 64z 67C - -
YaraPoland Sp. Z 0.....eceeeiiiiiiieeiien. 85 10z - -
Yara UK Ltd ...ooovvieiiiiiiiiiee e, 28t 132 - -
Yara CZECH Republ .......cccoooeeiiiiiiii 2 - - -
Yara GMBH & COKC .....ocvvvviieiiiiiiiiiiiiieans 95 14¢ - -
Yaralberian S.£ ... 1,317 1,95¢ - -
Yara ArgentineS.A.....cccooeeveeiieeieeeieeeeecceeee, 12t 43 - -
Yara Colombia Ltde..........ouuvvieiieniieninrniininnnn, 2,93¢ 1,48(
Adubo Trevo S.A. (Yari......cccoovieeeeiiiiiinnnnn. 252 16 - -
Yara North America LL(..........vvvvvveeiiiieereens 6,331 7,727 - -
Yara Fertilizantes Ltda (Bras..........cccccceeeeee... 71t - - -
Yara France BU Latin AMErit......ccccccceevvinnnns 1,79¢ - - -
Yara France BU AiCa..........coeeeeeeeeviiceeeeeenn... 1,03( 1,02¢ - -
Yara Internacional AS...........ccccevvvvvvviininnennn. 7,88¢ 7,09¢ - -
Yara International Asia Trade Pte ............... 1,227 1,35¢ - -
Yara East Africa Limite .........ccccceeeeeeeeinnnnnnnnn. 504 681 - -
Yara Fertilizers (Philippine............................ - 60 - -
Yara Fertilizers (New Zealar......................... 157 171 - -
FOS (Yara......oovvvvveeiiieiics e 3,36t - - -
Yara Phosyn LiC.......ccoooiiiiiiiiiiiii, 38 - - -

TOtal .o 65,640 56,459 2,000 2,000
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Note 5 - Balances and Transactions with Related P@es (continued)
a) Amounts included in balances with related parig of December 31, 2006 and 2005, continued:
Short-term

200¢ 200¢
ThUS$ ThUS$

Accounts payable

N1 N P 847 81:
Charlee SQM Thailand C..........ccoeieeiiiiiiiii e 182 88
SOM East Med TUIKE ........coovvvvviiiiiieeeeee e 15 -
Yara AR ..o - 1
Yara FIranCe S./.....couiiiiiiiiiiiiiiiiiiineeeeeeeeiisiissi s seesenssennenn, - 191
Yara Fertilizantes Ltde(Brazil) .......cccccceeeviiiiiiiiiniiiiiiiieeeenn, - 57t
Yara Frince BU Latin AMENIC ......uvvveieeeeeeeiiiicicie e - 1,50z
Yara BUSINESS SUPPC..ccuvrirriiniiiiiieiieeeeeertieniiinn e e s e e e e eeeeeeesnnnn, 4,36: 4,13(
Yara Nederland B.\..........ouiiiiiiiiiii e 40C -
Yara Int.Wholesale Sudafrica (South AfriC........cccceeeeeieiiennnnn - 362

TOMAl .. ————— 5,807 7,662

There were no outstanding long-term accounts payath related parties as of December 31, 20062805.
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Note 5 - Balances and Transactions with Related Pies (continued)

a) During the years ended December 31, 2006, 20052804 principal commercial transactions with teda

parties were as follows (1):

Company

NU3 NV, e Investee
DOKtOr Tarsa.........cceeeeeeeeeeeeeeeeeeeeene, Investee
Abu Dhabi Fertilizer WLL................. Investee
Impronta SRL.........cccceveiiiiiiiiaee, Investee
Ajay Europe SAAR.L..cccccoeveiviiiinnnn. Investee
NU3B.V.. e Investee
Fertilizantes Naturales S.A. (2)......... Investee
Ajay North America LLC.................. Investee
Sales de Magnesio Ltda................... Investee
Yara UK Ltd. .....oovvvvvvieiiiiiiiieeeeieeeee, Shareholder
Yara International Asia Trade Pte LtdShareholder
Yara France BU Africa..................... Shareholder
Yara Benelux B.V. ......cccceeeeiiiinnnnnn.n. Shareholder

Yara AB Sweden ............ Shareholder
Yara International Australia Pty Ltd.Shareholder

Yara lberian S.A......ooovvvveveieeiiieiiiiienn Shareholder
Yara Colombia Ltda.............c..cceeen. Shareholder
Yara Poland Sp. Z 0.0........ccvvvveeeennn. Shareholder
Yara GMBH & Co K@......cccvvvveeeninnne Shareholder
Yara France ................. weeeereeeemmn.... Shareholder
Yara Fertilizers Brazil....................... Shareholder
Yara France S.A.....cccooeeiviiiiiiiieeeien, Shareholder
Yara Hellas S.A.......ccoovvvvvvvniiniiiiiens Shareholder
Yara France BU Latin America......... Shareholder
Yara Argentina S.A........ooooeiiieieeenn. Shareholder
Adubo Trevo S.A. ......ovvvveevveeeeeeieeeias Shareholder
PCS Yumbes SCM (3).....cccovcvvveennnnn. Shareholder
Yara Internacional ASA................... Shareholder
Yara North America........ccceeeevvvvnnnnn. Shareholder
Yara International Wholesale............ Shareholder
Yara Business Support...............c.ue. Shareholder
Yara East Africa......cccceeeeeeiiiiiiennann. Shareholder
Kowa (Japan) .....cccccceeeevevvveereescmmmmnes Shareholder

Relationshp Type of Transaction

Sales of products
Sales of products
Sales of products
Sales of products
Sales of products
Sales of products
Sales of products
Sales of products
Sales of products
Sales of products
Sales of products
Sales of products
Sales of products
Sales of products
Sales of products
Sales of products
Sales of products
Sales of products
Sales of products
Sales of products
Sales of products
Sales of products
Sales of products
Sales of products
Sales of products
Sales of products
Sales of products
Sales of products
Sales of products
Sales of products
Services

Sales of products
Sales of products

2006

Amount of

Transaction
2005 2004
ThUS$ ThU$ ThUS$
6,0795,018 5,036
8,8684,977 6,718
3,5513,834 3,932
4,8874,471 4,282
16,9318,017 5,964
7,2126,035 5,904
19,916 -
16,21%2,401 8,519
- - 333
1,3881,276 1,060
6,7036,782 6,035
2,8268,748 917
7,0816,698 5,593
- 808 705
2,688,853 2,530
8,2773,900 6,665
6,2855,004 3,537
1,7521,623 1,525
1,7411,603 1,381
7,2467,622 7,755
8,489 - -
- 209 1,729
1,8921,448 1,022
2,0141,192 2,296
10,912,441 7,724
1,5733,991 5,564
- - 7,221
32,2968,250 340
45,4043,386 40,491
20,013 -
4,364 4,129 2,761
1,2551,311 -
8,019 - -

Impact in income

(charge) credit

2005
ThUS$

2006
ThUS$

2,008
2,409

992
1,566
6,424
2,488

7,605

403
2,061
661
1,554
787
2,767
1,982
593
548
2,001
3,631

530
595
3,151
560

7,997
12,422
(4,364)

344

3,671

1,892
3,872
1,222
1,613
4,743
2,846
6,663
7,031

485
1,984
2,640
2,385

284

999
3,060
1,543

703

635
2,458

73

473

288
2,658
1,746

2,120
13,137
5,733
(4,129)
474

2004
ThUS$

1,521
1,416
1,126

970
2,937
2,276

4,009
152
315

1,284
253

1,345
184
682

1,638
777
512
417

1,908

478
252
680
1,629
1,512
3,414
120
8,317

(2,761-)

(1) Transactions with related parties involvingyaisitions and disposals of participations in otkeetities are

discussed in Note 8.

(2) As explained in Note 2a) up to December 31,420 Company exerted control over FertilizantetuNdes
S.A. and that entity was included in the consoiatatfor the year ended December 31, 2004. Beginning
January 1, 2005, the Company lost the control dkiex entity and therefore it has been excluded from
consolidation for the year ended December 31, 2(D3ing 2006 the Company acquired additional
participation in the entity and included it in thensolidation for the year ended December 31, 2006.

(3) On December 23, 2004, SQM acquired 100% paation in PCS Yumbes SCM (currently SQM Industrial
S.A)) (see Note 8) and consequently that entitgeg#o be related party and instead is includetdnsolidated

financial statements of SQM.
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Note 6 - Inventories

Net inventories are summarized as follows:

2006 2005
ThUS$ ThUuSs$
Finished products ............ccoccciiiiiii e 209,112 207,195
WOrK iN PrOCESS ..vviviiiiiieie e ie it e e ee e 136,734 102,187
YU o] o] =SOSR 19,653 17,850
TOAL . eeee e 365,499 327,232
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Note 7 - Property, Plant and Equipment
Property, plant and equipment are summarized s\l

As of December 3!

200¢ 200t
ThUuS$ ThUuS$
Land
LANC i - 81,15! 20,00:
MiNING CONCESSION .. ..uuutiutiiiieiee et e e e ettt e e e e e e e e e e e e 30,79 44,78¢
SUDBLOtAl ... 111,94¢ 64,78
Buildings and infrastructure
BUIIAINGS .. 155,54. 174,84
INStAlIALION: ... ..ceiiieee e 263,17" 173,32t
0 o SRS SURSIN 120,56¢ 114,19:
CONStrUCHIOFIN-PIrOgIeS......uuuiieee et 159,51¢ 136,22!
= V][ o = SO 23,16¢ 23,14¢
(O 1 = PPPERPPR 53,37« 39,80:
SUDLOTAL ... 775,34. 661,53
Machinery and Equipment
Y= Tt T 0 T=T o TSRS 495,42¢ 445,68:
EQUIPMEN ... 114,10: 121,08t
ProjeC-iN-ProgreS....ccccooeee e e 5,23¢ 9,83:
Ot e e 18,89: 17,80¢
SUDLOTAL ... 633,65¢ 594,41(
Other fixed asset
TOO0IS ettt 8,937 8,80¢
Furniture and office equUIPME........cccoeeviiiiiieiiiiiiicciiee e, 29,95¢ 12,31
PrOJEC-IN-PrOgIeS .. ..eiiiiiiiiiieee et 15,7(8 14,18(
Ot e —————————————————————— 10,92t 7,658
SUDLOTAL ... 65,52¢ 42,95:;
Amounts related to technical appraise
I o [P U UURRRRRPP 7,83¢ 7,83¢
Buildings and infrastructu.............ccoeevvvviiiiie e, 41,43¢ 41,43¢
Machinery and eqUIPMEI.........ueveieieeeriniiie e ee e e 12,04¢ 12,09:
OthEr @SSEL....ciiiiiieeieeiiiete e e 53 53
SUDLOTAL ... 61,319 61,42:

Total property, plant and equipment (COSt)..ccceeeeveveeverieee. 1,647,850 1,425,106

Less: Accumulated depreciation

Buildings and infraStruCture ................. s ceeveeeeensiineee s (308,192) (257,063)
Machinery and equipment (358,008) (319,388)
Other fixed assets .........cccccceeenne (27,746) (18,466)
Technical appraisal .......cccccceveieeeeii i (36,976) (35,542)
Total accumulated depreciation .............ceeeeeerviimneeeeereennnnns (730,922) (630,459)
Net property, plant and equipment 916,928 794,647
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Note 7 - Property, Plant and Equipment (continued)
Depreciation expense for the years ended Decenh@086, 2005 and 2004 was as follows:

For the year ended December 31,

2006 2005 2004
ThUS$ ThUS$ ThUS$
Buildings and infrastructure........................ (41,259) (30,286) (26,547)
Machinery and equipment...........cccccceees e (43,290) (37,108) (33,552)
Other property, plant and equipment.......... (4,328) (1,462) (1,300)
Technical appraisal .........ccccccvvveeeeeeiiccnne, (1,477) (1,198) (1,291)
Total depreciation ........cccccceeeevicmmmmennn. (90,354) (70,054) (62,690)

The Company has capitalized assets obtained thrimaging, which are included in other fixed asseid are as
follows:

As of December 31,

2006 2005
ThUS$ ThUuS$
Administrative office buildings.................... 1,988 1,988
Leased vehicles.........cccocvveiiiiiieenecsieenn, - 98
Accumulated depreciation.............ccccoeeenn... (489) (525)
Total assets inleasing ..........cc.vvvvvccamn. 1,499 1,561

The administrative office buildings were acquired 230 installments of UF 663.75 each and an ancoatractually
established interest rate of 8.5%.

The vehicles were acquired for 36 installmentstof$$ 98 each.

Note 8 - Investments in Related Companies
a) Information on foreign investments

There are no plans for the foreign investmentsaodividends, as it is the Company’s policy to veist those
earnings.

The Company has not designated any instrumentstasvestment hedges of its foreign investments.
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Note 8 - Investments in Related Companies (contindg

b) Significant events and transactions involviatted parties and investments in the years 2006-20

On October 27, 2006, SQM Comercial de México SACAV. and SQM Industrial S.A. sold all the shares
(100%) they had in Fertilizantes Olmeca y SQM SIA.C.V. to Yara Nederland B.V. and Yara Holdings
Netherlands B.V. (both being part of Yara Grouptypaelated to SQM) for a sum of ThUS$ 4,888. The
sale generated gain of ThUS$ 1,040.

On September 14, 2006, Soquimich European Holding B5EH) sold to Yara Italia SPA (being part of
Yara Group, party related to SQM) its entire pgstiion (50% of rights) in Impronta SRL for a sur o
ThUS$ 902. The transaction generated loss of ThRIBS

On May 9, 2006, SQM Industrial S.A. and SQM Pot&ia. funded Prestadora de Servicios de Salud Cruz
del Norte S.A. The entity’s paid-in capital amoutdtsThCh$ 50,000 (approx. ThUS$ 97 in the moment of
foundation of this entity) divided into 5,000 shawmeith no par value, no privileges or prefereneesich

are paid in full upon subscription.

On January 24, 2006, Soquimich European Holding. Bnd Nutrisi Holding N.V. acquired 334 and 666
shares, respectively of Fertilizantes Naturales. $Penasa”) in ThEuro 75,100 (approx. ThUS$ 91he
moment of the transaction) thereby increasing @M Group ownership of Fenasa to 66.67%.

Up to December 31, 2004, the financial statemefitéemasa in which SQM had at that time 50%
participation were included in consolidation giwbat the Company maintained the control over thétye
(managed its financial and operating policies) dase ability to appoint General Manager. Beginning
January 2005, the Company lost its ability contfehasa and consequently it has been excluded from
consolidation. The Company accounted for its investt in that entity for the year ended December 31,
2005 using equity method. Following the acquisitafnstake that give right to more than 50% in 2006,
Fenasa was again included in the consolidatiorf Becember 31, 2006.

On January 19, 2006 Sociedad Quimica y Minera die GhA. and some of its subsidiaries have acquired
from DSM Group based in the Netherlands (third yarthe total amount of shares of certain companies
that participate in the markets of the productiod aommercialization of iodine and iodine derivagvin
Chile (DSM Minera S.A. and Exploraciones Minera®\.5.and abroad (DSM Minera B.V. based in
Netherlands).

The purchase price paid in cash for Chilean opmrativas ThUS$ 100,067 and for DSM Minera B.V. was
ThUS$ 13,840 in cash.
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Note 8 - Investments in Related Companies (contindg

b)

Significant events and transactions involvinglated parties and investments in the years 2008-20

(continued)

The Company accounted for the investment applyingchase method in accordance with Technical
Bulletin No. 72 issued by the Chilean Associatié®ocountants and rules established in Circular Ng97
issued by the SVS. Accordingly the Company recoraieglired assets and assumed liabilities at thair f
values. The transactions generated negative gdodiwlthUS$ 1,928 related to Chilean entities aceglir
and goodwill amounting to ThUS$ 11,373 related daquasition of operations in Netherlands. Goodwvsll i
going to be amortized over a period of 20 yearslentegative goodwill is going to be amortized ottes
estimated period of returns generated by miningessions acquired.

Net assets acquired in their respective fair vahigesf December 31, 2006 are as follows:

DSM Exploraciones DSM
Description Minera S.A. Mineras S.A. Minera B.V.
ThUS$ ThUS$ ThUS$
Current assets.......cccoecevveeen. 66,951 400 4,581
Property, plant and equipment. 23,327 31,567 -
Other assets.......ccccveveeeeeieeeeeeennn. 7,220 - -
Current liabilities...................... 4,516 7,126 1,153
Long-term liabilities.................. 5,718 - -
EQUItY.....cooeiiiieeee e 112,105 - 3,428

After the acquisition DSM Minera S.A. changed itsne to Minera Nueva Victoria S.A. and DSM Minera
B.V. changed its name to lodine Minera B.V.

At the First General Extraordinary Shareholdersekiteg of SQM Industrial S.A. held on January 9, €00
its shareholders approved the merger of SQM Precé&dé. into SQM Industrial S.A. through the
dissolution of SQM Procesos S.A. and its incorporainto SQM Industrial S.A., which in effect acops
all assets and liabilities of SQM Procesos S.A.

In September 2005, the subsidiary Soquimich Eunoptaiding B.V. and Charlee Industries Co, Ltd. righi
party) incorporated Charlee SQM (Thailand) Co. L&bhquimich European Holding B.V. contributed
ThUS$ 800 for 40% participation in Charlee SQM (ildrad) Co. Ltd. This operation did not generate any
negative goodwill or goodwiill.
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Note 8 - Investments in Related Companies (contindg

b) Significant events and transactions involvinglated parties and investments in the years 2008-20
(continued)

On August 9, 2005, SQM Nitratos S.A. and SQM S.Aquired from third party 99 and 1 shares,
respectively of Kemira Emirates Fertilizar Comparfyzco for ThUS$ 9,282 paid in cash at the datthef
acquisition. Acquired shares represent in total%aQff the capital of that entity. In accordance witie
provisions of Technical Bulletin No. 72 issued bg Chilean Association of Accountants and Circhlar
1697 issued by the SVS, the preliminary valuatibidentifiable assets and liabilities of Kemira Eates
Fertilizar Company - Fzco as of July 31, 2005 wasfggmed. Such valuation indicated that those fair
values do not significantly differ from assets’ alibilities’ carrying amounts at that date. Goollwi
determined on the acquisition amounted to ThUS$&i8 amortized over a period of 20 years. Subsgaque
to the acquisition Kemira Emirates Fertilizar Compa Fzco changed its name to SQM Dubai - Fzco.

In April 2005, the subsidiary SQM Corporation N.&tquired additional 13% participation in its invst
Abu Dhabi Fertilizers Industries WLL for a sum diS $484 reaching total stake in that entity of 50%
accordance with Technical Bulletin No. 72 issuedtsy Chilean Association of Accountants and Cincula
No. 1697 issued by the SVS the Company valueditivisstment in consideration of the book value of
equity of Abu Dhabi Fertilizers Industries WLL as@ecember 31, 2004, which did not significantl{feli
from its fair value at that date. This operationayéase to no goodwill or negative goodwill.

In March 2005, the subsidiary Soquimich Europeaididg B.V. made a capital increase of ThUS$ 411 in
its investee Misr Specialty Fertilizers. In accorda with Technical Bulletin No. 72 issued by thel€dn
Association of Accountants and the regulations iicuar No. 1697 issued by the SVS, the valuatiasw
performed in consideration of the book value of eélqeity of Misr Specialty Fertilizers as of DecemBé,
2004, which did not differ significantly from itsif value determined at that date. This operatavegise

to no goodwill or negative goodwill.

On December 23, 2004, SQM S.A. and SQM Nitratos. 8duired from subsidiaries of Potash Corp of
Saskatchewan Inc., being party related to SQM, 38165 and 2,000 shares, respectively (equivatent t
99.9954% and 0.0046% participation, respectiva§)?CS Yumbes SCM for ThUS$ 39,707. Subsequent
to the acquisition (in December 2005) PCS Yumbelsl $fanged its name to SQM Industrial S.A.

In January, April and October 2004, the subsidi@8opguimich European Holding B.V. made a capital
contributions totaling to ThUS$ 1,425 to its ineesMisr Specialty Fertilizers. In accordance with B of
the Chilean Association of Accountants and SVS arc No. 1697, the investment in Misr Specialty
Fertilizers was valued using the book value of asgtets as of the dates of contributions, whichnaid
differ significantly from the fair value determined of those dates.
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Note 8 - Investments in Related Companies (contindg

b)

<)

Significant events and transactions involvinglated parties and investments in the years 2008-20
(continued)

At the shareholders’ meeting of Empresas Melén $SQM'’s investee at that time) held on February 25,
2004, the shareholders agreed its spin-off in 2 paonies, Empresas Melon S.A. and Inmobiliaria San
Patricio S.A. As a result, SQM S.A. maintained asnership of 14.05% in Empresas Melon S.A. and
received the same ownership percentage in the néty.eOn August 13, 2004, SQM S.A. transferred all
653,748,837 shares held in Inmobiliaria San Pati&A. to Blue Circle South American Holding S.Aig
transfer was performed in accordance with the esbfor acquiring shares of Empresas Meldn in 1998.

On August 18, 2004, 653,748,837 shares of Empriglsdén S.A. representing all the shares held at the
time by the Company (14.05% patrticipation) weralsola public auction on the Santiago Stock Exckang
for ThUSS 69,337. The proceeds were received ih easl a gain on sale of ThUS$ 8,179 was recorded in
income (includes also effect of the transfer ofrehan Inmobiliaria San Patricio S.A. to Blue Caouth
American Holding S.A.).

On November 18, 2004, the subsidiary Soquimich pema Holding B.V. contributed ThUS$ 268 to a joint
venture with SQM Eastmed Turkey.

Investments with less than 20% participation

Investments in which the Company has less than g@ficipation and the capacity to exert significenfluence
or control over the investment, because SQM forar$ of its Board of Directors, have been valuedhagsghe
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.............. ... Turkey
Ajay Europe S.AR.L..... . France
Misr Specialty Fertilizers................. Egypt
Abu Dhabi Fertilizer Industries WLL UAE
Impronta SRL .....cccveeviiiiiieiieean, Italia
Sales de Magnesio Ltda... . Chile
SQM Eastmed Turkey.... ... Turkey
Empresas Mel6n SA..........c.ccccueenee. Chile
Asociacion Garantizadora de

Pensiones ........ccccvvveeiiiii e Chile
Charlee SQM Thailand Co. Ltd...... Thailand
Fertilizantes Naturales S.A.(1)........ Spain
Inmobiliaria San Patricio S.A... . Chile

Agro India Ltda........ccceveeeriverenneecmns India
Rui Xin Packaging Materials Sanhe
CO.Ltd e

Currency
of origin

Us$
us$

Euros
Us$
us$

US$
Euros
Chs$
Euros

Ch$
Uss$
Euros

uss

us$

Detail of investments in related companies

Ownership interest

as of December 31,

2006 2005 2004
% % %
49.00 49.00 49.00
50.00 50.00 50.00
50.00 50.00 50.00
50.00 50.00 50.00
47.49 47.49 47.49
50.00 50.00 37.00
- 50.00 50.00
50.00 50.00 50.00
50.00 50.00 50.00
3.31 3.31 3.31
40.00 40.00 -
- 50.00 -
49.00 - -
25.00 25.00 25.00

Equity of
investment as
of December 31,

2006 2005 2006 2005 2004 2006 2005 2006 2005 2004
ThUS$ ThUS$ ThUS$ ThUS$ ThUS$ ThUS$  ThUS$ ThUS$ ThUS$  ThuS$
11,282 13,372 291 2,810 940 3998 6,271 1421,377 461
8290 6,658 846 9,60 1,480 4,025 3,329 425 805 724
5813 4,876 1201 29 4 590 2,906 2,438 646 214 295
6561 5,086 993 1,063 140 1915 2,258 497 532 70
4361 4504  (446)  X708(789) 2071 2,139 (212)  (336) (375)
3886 3,520 366 13 84 1943 1,760 183 6 31
- 1,778 - (281) 342 - 889 141 (141) 171
946 844 428 259 480 347 422 214 130 240
184 464 (210) - - 92 232 (105) - -
- - - - - - - - - 2,905
874 908 - - - 29 30 - - -
2,167 2,000 167 - 867 800 67 - -
- 430 - 37 - - 108 - 9 -
- - - - - - - - - (12)
19 - (94) - - 10 - (46) ; )
18329 20676 1,952 2596 4510

Net income (loss)
for the year ended

Equity participation
in net income (loss) for
the year December 31,

Carrying value as
of December 31,

(1) Up to December 2004, the Company exerted cboter Fertilizantes Naturales S.A. and therefbia £ntity was included in the consolidation fog trear ended
December 31, 2004. Beginning January 1, 2005, trapany lost the control over this entity and therefit has excluded from consolidation for the yeaded
December 31, 2005. During 2006 the Company acquidelitional participation in the entity and inclddié in the consolidation for the year ended Decendi,

2006.
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Note 9 - Goodwill and Negative Goodwill

Goodwill, negative goodwill and the related amatian is summarized as follows:

a) Goodwill

Company

SQM Potassium S.A......cccceveeeennn.
Comercial Hydro S.A............c...
SOM Industrial S.A.....cccoeeevienneeen,
Soquimich Comercial S.A.............
SOM Salar S A.....cccccceeveiiieeeee
DoKtor Tarsa .......ccoeeevvvevevvneeiiinens
SOQM México S.A. de C . V.............
Comercial Caiman Internacional

S A e ————————
Fertilizantes Olmeca S.A. de C.V.
Saftnits Pty Ltd. .......cooccveeernnnenn.
SOQM Dubai — FZCQ.......ccccvvvnnnnns
Empresas Meldn S.A.........cc.c......
lodine Minera B.V.........ccceeeevvnneens

b) Negative Goodwill

Company

Minera Mapocho S.A...........cc.......
Minera Nueva Victoria S.A...........

Amortization for the year ended
December 31,

Net Balance as of
December 31,

2006 2005 2004 2006 2005
ThUS$ ThUS$ ThUS$ ThuS$ ThuS$
144 144 144 1,447 1,591
174 176 140 1,153 1,294
1,154 1,072 - 20,029 21,183
- 122 150 - -
- 40 43 - -
- 18 76 - -
56 56 56 835 891
23 23 23 131 154
56 56 56 - 111
- 290 61 - -
101 73 - 1,884 1,985
- - 324 - -
521 - - 10,852 -
2,229 2,070 1,073 36,331 27,209

Amortization for the year ended
December 31,

Net Balance as of
December 31,

2006 2005 2004 2006 2005
ThUS$ ThUS$ ThUS$ ThUS$ ThUS$
68 203 203 - 68
- - - 1,928 -
68 203 203 1,928 68
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Note 10 - Other Long-term Assets

Other long-term assets are summarized as follows:

As of December 31,

2006 2005
ThUS$ ThUS$

Engine and equipment spare-parts,.net............ 13,222 19,289
Mine development COSES............ccocuvvvrmcccnnnees 26,545 24,282
Prepaid pension CoSt ..........cccuvvvvvviiiiciiiieeieeeenn. - 1,133
Salar-Baquedano road (1) .........ccooevveeieevemmnnnnn, 1,290 1,410
Cost of issuance and placement of bonds......... 5,737 -
Deferred loan issuance COStS...............cemcmmas-. 521 323
OtherS. oo 1,441 1,722

TO Al o 48,756 48,159

(1) Amortized on a straight line basis over aqeif 30- years.

Note 11 - Bank Debt

a) Short-term bank debt is detailed as follows:

As of December 31,

2006 2005

Bank or financial institution ThUS$ ThUuS$
Banco de Credito e Inversiones...............cc.c.... 30,022 65,017
Banco Santander Santiago ...........ccccoovcecceacennn - 20,005
CorpbanCa......cccceeeviiiiiiiiiiiiiie e 15,216 -
BBVA Banco Bilbao Vizcaya Argentaria............ 10,475 -
FOrtis Bank...........oocuviiiiiiiiis e 1,150 -
CAM Caja Ahorros Mediterraneo....................... 633 -
BaNESIO ....oeviiiiieieiee e 369 -
Deutshe Bank Espafia S.A. ........ccccvvvveeecmmnmennn. 256 -
Caixa Penedes de Espafa............ccccvvveeemeeennnn, 185 -
HSBC Bank Middle East Ltd....................cemeemee.. 44 -

TOtAl et 58,350 85,022
Annual average interest rate...............cceeeeveeeen. 5.32% 4.65%
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Note 11 - Bank Debt (continued)
b) Long-term bank debt is detailed as follows:

As of December 31,

2006 2005
Bank or financial institution ThUS$ ThUS$
Union Bank of Switzerland (1) .............ccccceeemnnnes - 204,577
BBVA Banco Bilbao Vizcaya Argentaria (2)...... 100,412 100,303
ING BanK (3) ..eeeeeeiiriieeeeaiiiieee e emeeeieee e e 80,416 -
TOtAl et 180,828 304,880
Less: Current portion (828) (204,880)
Long-termdebt ..........ooovvvvviiiiiiiiiiiininns 180,000 100,000

(1) U.S. dollar-denominated loan without guaranieterest rate of 7.7% per annum, paid semi-anpuall
The principal was due on December 15, 2006.

(2) U.S. dollar-denominated loan without guaranteterest rate of Libor + 0.325% per annum, quérter
payment. The principal is due on March 3, 2010.

(3) U.S. dollar-denominated loan without guaranieterest 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 follow

As of December 31,

2006 2005
Years to maturity ThUS$ ThUS$
CUurrent POrtioN........cccuvveeeieieeeeeeeveree e 828 204,880
110 2 YEAIS. ..o - -
210 3YCAIS . uuuuuriiuiiiiiesiee e e e e - -
BTO 5 YEAS . ..vieeeie e 180,000 100,000
TO Al e 180,828 304,880
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Note 12 - Bonds Payable

On January 25, 2006, the Company issued on thee&@himarket Series C bonds for an amount of UF
3,000,000 (approx. ThUS$ 103,973 at the momergsafance) at an annual interest rate of 4.00%.

On April 5, 2006, SQM placed in the US market adyasf US$ 200 million with an annual interest rafe
6.125%. The interest will be paid semi-annually &mel capital will be paid in a single payment inrikp
2016.

As of December 31, 2006, the short-term portiothefbonds payable represents accrued interest@&¥h
5,540. The long-term portion represents bonds gayab

Detail of the bonds payable is presented in thie tadlow:

Currency
Number of or Balance a« Balance at
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 2006 2005

ThuS$  ThUS$
Current portion of long-term bonds payable:

446................. C 75,000 UF 4.00% Jun 1, 2007  Semi-annual Semiannu 2,920 -
184....ccccveee. Single - ThUS$ 6.125%  Oct 15, 2006emi-annual  Semi-annual 2,620
Total............ 5,540 -
Long-term bonds payable:
446.......ccenes C 2,925,000 UF 4.00% Dec 1,2026 Semi-annual Semia 100,724 -
184, Single 200,000 ThUS$ 6.125%  Apr 15, 2018emi-annual  Semi-annual 200,000
Total.......... 300,724 -
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Note 13 - Accrued Liabilities
As of December 31, 2006 and 2005, current acciiabdilies are summarized as follows:

As of December 31,

2006 2005
ThUS$ ThUS$

Accrued royalty payments COrfo............ooeccccvvvviieeceeeccnnns 2,358 1,855
Provision for employee compensation and legal costs..... 504 7,145
Taxes and monthly income tax installment payments....... 3,309 2,909
Vacation aCCrUal ..........c.covvuirieiiiiiieee e 8,478 8,126
Accrued employee benefits..........ocvvvvesmmmmmeeeeeeesiiieeees - 186
Marketing EXPENSES ....uuveviieeeeeeee it e eeeaaaeeaeeesannnns 109 246
Other aCCrualS ........coooeiiiiieie e eme e 1,646 3,283

TOtAL e 16,404 23,750

Note 14 - Current and Deferred Income Taxes

a) Refundable dividend tax credits

At December 31, 2006 and 2005 the Company hasdimnfng consolidated balances for retained tax
earnings, income not subject to taxes, tax logydarwards and credit for shareholders:

As of December 31,

2006 2005
ThUS$ ThUS$
Accumulated tax basis retained earnings with taxicr........ 278,515 206,777
Accumulated tax basis retained earnings withouttaslit..... 97,140 93,732
Tax loss carry-forwards (1)......cceveeeeeeiscceeeeeeeeeececeniieeeeen 171,249 232,644
Credit for shareholders (2) ........cccceeeeieeiieeeecicee e, 56,759 42,046

(1) Taxlosses in Chile can be carried forward fimitely.
(2) Corresponds to credit to income taxes that lsheeeholders in relation to distribution of dividis.

The Company has recognized deferred income taxsafsgetax loss carry-forwards and the related atdun

allowance, where applicable, in accordance withhfi@al Bulletin No. 60 issued by the Chilean Asation
of Accountants.
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Note 14 - Income and Deferred Taxes (continued)
b) Deferred taxes

The deferred taxes as of December 31, 2006 and r2@pd&sented a net liability of ThUS$ 51,449 and $4
36,367, respectively, and consisted of:

As of December 31, 2006 Deferred tax asset Deferred tax liability
Short-term  Long-term  Short-term  Long-term
ThUS$ ThUS$ ThUS$ ThUS$
Temporary differences
Allowance for doubtful accounts ..............ceeeeee. 1,814 594 - -
Vacation aCCrual.............ccuvveeiieesmmm e s eieeee e 1,411 - - -
Unrealized gain on sale of products...................... 13,308 - - -
Provision for obsolescence of non current assets. - 2,283 - -
Production eXpenses..........eeevveeeeeeeiiecveneeeeeeaeeeenn - - 18,613 -
Accumulated depreciation.................uvviemmeceriennnnnn. - - - 61,046
Exploration eXpenses ........ccccevveveeeeeesmmmeeeeieeeeeeeens - - - 4,712
Capitalized interest..........c..evvvvviviiiiereieneieeiieeiinennnns - - - 7,052
Staff severance indemnities.............cccecceeecinieenn. - - - 1,796
Fair value of fixed assets............cccuuvieeeaacc s - 841 - -
Provision for claim expense..........ccccccvceeevevieeennnn. - 88 - -
Capitalized eXPENSES.......cccvvveeiiiiieeieeeree e - - - 1,055
Tax loss carry-forwards .........ccccceveeeeiieeeeceee e e, - 31,969 - -
Accrued gain from exchange insurance................. - - 182 -
Deferred reVeNUEe...........coooviiiiiiiiieeeeeee e, 144 - - -
Provision for energy tariff difference...................... 765 - - -
AcCCrued INTEIEST ......uvviiiiiieieei e e 159 - - -
Provision capital expenditure..........ccccccveeeeeiiiennnns 610 - - -
Shrinks of INVENLONIES .........ccooevvvveeei e - 3,786 - -
OtNEI . e en e 481 169 - 497
Total gross deferred taxes ..........cccccvvveeeeveennene. 18,692 39,730 18,795 76,158
Total complementary acCoUNtS............ccvueeereeienne, - - (566) (20,551)
Valuation allowance............ceeveeeeeeis i s e e e eeeeeninens (4,551) (31,484) - -
Total deferred taxes.......ccooeevvvvviieeccceeeeeeeeeeenn, 14,141 8,246 18,229 55,607
Deferred tax asset/liability, net................... - - 4,088 47,361
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Note 14 - Income and Deferred Taxes (continued)

b) Deferred taxes (continued)

As of December 31, 2005 Deferred tax asset Deferred tax liability
Short-term  Long-term  Short-term  Long-term
ThUS$ ThUuS$ ThUuSs$ ThUuSs$
Temporary differences
Allowance for doubtful accounts ..............commeeee.e. 1,345 620 - -
Vacation aCcCrual.............ceeoiininimme e 1,322 - - -
Unrealized gain on sale of products...................... 15,053 - - -
Provision for obsolescence ...............cocceeeeacinines - 2,075 - -
Production eXpenses........cccvvvveeeeeeesieceneneeeeeeenenns - - 18,123 -
Accelerated depreciation.................ee . wmmmeseeeeeeennnns - - - 58,031
Exploration eXpenses ........cccevveveeeeeesmmmeeenieeeeeneens - - - 5,375
Capitalized interest..........cccvviieeeiiiiceeee s - - - 6,040
Staff severance indemnities.............cccecceeecinnee.n. - - - 2,448
Fair value accumulated depreciation..................... - 2,535 - -
Capitalized eXpenses.........ccccvevvevvvvviveeeennreenienninnns - - - 147
Tax loss carry-forwards .........cccceeveeeeiieeeece e e, - 40,624 - -
Accrued interest ........ccccceeeeeeeeeinm 149 - - -
Provision legal expenses 595 - - -
Provision capital expenditure.............ccccevevveeeennne 85 - - -
Shrinks of INVENLONes ..........coovvviiiiiisceeee e - 2,134
ONEI . 782 1,700 - 182
Total gross deferred taxes .........cccccvvveeeeveeenee. 19,331 49,688 18,123 72,223
Total complementary accounts .............ccceeeeeevenee. - (4,692) (1,508) (23,850)
Valuation allowanCe..........cceeveevreees e (188) (35,518) - -
Total deferred taxes........oocuvvveiiiieeeeeieee e, 19,143 9,478 16,615 48,373
Deferred tax asset/liability, net..................... 2,528 - - 38,895
c) Income tax expense is summarized as follows:
2006 2005 2004
ThUS$ ThUS$ ThUS$
Provision for current inCOmMe taX...........uvecceriiiimieeiiiieeiie e (24,797) (37,428) (14,435)
Effect of deferred tax assets and liabilitieS . .vveeeeeeeeeeeiimaennns (13,447) 10,844 (6,613)
Adjustment for tax expense (Previous Year).........coccveevruvveaneennns 238 (945) (144)
Effect of amortization of complementary accounts..................... (4,021) (3,084) (6,022)
Effect on deferred tax assets and liabilities duehanges in
valuation allowanCe...........ooooiiiiiiii e 4,420 (1,350) -
Other tax charges and creditS..............coeemmmmreeeeeeeeescciiviieeeeee e, (309) (564) (94)
Total iNCOME taX EXPENSE.....uuuurieiiesieeeeeemmeeeeeeeeeeeeeaeeanens (37,916) (32,527) (27,308)
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Note 15 — Long-term Accrued Liabilities

a) Long-term accrued liabilities are composetblgws:

As of December 31,

2006 2005
ThUS$ ThUS$
Staff severance indemnities.............cccceeeeeeeeeennnn 17,472 16,415
Provision for closure of mining sites....................... 1,992 -
.................................................... 19,464 16,415

b) Staff severance indemnities

Changes in the balance of staff severance indessrfiti the years ended December 31, 2006, 2002G0wH
are summarized as follows:

2006 2005 2004
ThUS$ ThUS$ ThUS$
Opening balance.............iiiiiniccicceciie e, 16,415 11,875 10,127
Increases in obligation .............ccccvvveeev e ceeeineieen 3,253 5,193 3,301
Benefits Paid ........c.cevviiiiiiiieiii e (1,546) (3,379) (2,245)
Foreign currency translation ................eeeeveevenninninnnn. (640) 1,000 692
Other Changes........couiiiiiiiie i meeee e (10) 1,726 -
17,472 16,415 11,875

Total

Note 16 - Minority Interest

Minority shareholders’ participation in the Sharkleos’ equity and results of the Company’s subsieaas

of each year-end

is as follows:

Participation in equity as  Participation in income (loss) for

of December 31, the years ended December 31,
2006 2005 2006 2005 2004
ThUS$ ThUS$ ThUS$ ThUS$ ThUS$

Soquimich Comercial S.A...........oo oo, 35,138 32,234 (3,500) (84) (4,442)
Ajay SQM Chile S.A. ..o, 3,717 3,200 (912) (827) (488)
Cape Fear BulkK LLC .........ooociiiiiiiiiiis e 219 93 (248) (118) (144)
SQM Italia S.R.L ..oooviiiiiiiiiiicieeeee e - 23 - 3 2
SQM Nitratos México S.A. de C.V.........cceee..... 45 (39) (84) @) (37)
Fertilizantes Naturales S.A.........ccccvvvveeeeenns 120 - 2 - (32)
SQM Indonesia S.A. ..o, (31) (2) 29 - 2
SQM Potasio S.A.. ...ccooviviiiiiee, 5 - (2)

39,213 35509  (4,715)

(1,039;)

(5,1393
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a) Changes in shareholders’ equity in the years@mkcember 31, 2006, 2005 and 2004 were as follows

Accumulated

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$
Balance as of January 1, 2004 .. ceeeennnnn263,196,52. 477,38¢ 141,420 (6,519) 230,932 46,753 889,97<
Transfer of the 2003 net income to retalned eammg ............... - - - - 46,758 (46,753) -
Declared dividends 2004 .............ooooimmimmmme et - - - - (23,192) - (23,192)
Accumulated deficit from subsidiaries in developingage ........ - - - (1,851) - - (1,851)
Other comprehensive iNCOME ..........cooiiieeeieeiiiiiiiiee e - - 9,467 - - 9,467
Net income for the Year ..........cccvveveeeieeecciee e - - - - - 74,232 74,232
Balance as of December 31, 2004... 263,196,52. 477,38¢ 150,887 (8,370) 254,49: 74,232 948,628
Balance as of January 1, 2005 .. eeeeennnn.263,196,52. 477,38¢ 150,887 (8,370) 254,493 74,232 948,62¢
Transfer of the 2004 net income to retalned eaEnlng ............... - - - - 74,23z (74,232) -
Declared dividends 2005 ...........cocveeierimmmmmmceeeseee e - - - - (48,118) - (48,118)
Other comprehensive iNCOME ...........ooovieeeieiiiiiiiiie e - - 6,400 - - - 6,400
Net income for the Year ..........cccvevieieiiieccceee e - - - - - 113,506 113,506
Balance as of December 31, 2005............ceeeemeeneeeeeiiiviiiinneenns 263,196,52. 477,38¢ 157,287 (8,370) 280,607 113,506 1,020,416
Balance January 1,2006 .........cc.cooiuiiiainemneiee i 263,196,524 477,386 157,287 (8,370) 280,607 113,506 1,020,416
Transfer of the 2005 net income to retained eaming............... - - - - 113,50¢ (113,506) -
Declared dividends 2006 ..............c.ooiuvimmmmmrec e, - - - - (73,647) - (73,647)
Other comprehensive loss - (2,097) - - - (2,097)
Net income for the year ..........ccccceeeeiiiiiinieenn. - - - - 141,277 141,277
Balance as of December 31, 2006 477,38¢ 155,19(C (8,370) 320,466 141,277 1,085,949

F-42



Sociedad Quimica y Minera de Chile S.A. and Subsigliies
Notes to the Audited Consolidated Financial Statenms
(Expressed in thousands US dollars, except as stdje

Note 17 - Shareholders’ Equity (continued)

b) The composition of other comprehensive (lossdine and accumulated other comprehensive
(loss)/income is as follows:

Accumulated other

Other comprehensive income (loss) comprehensive income
For the year ended December 31, As of December 31,
Description 2006 2005 2004 2006 2005
ThUS$ ThUS$ ThUS$ ThUS$ ThUS$
Technical appraisal ........cccccccvveveeennnnns - - - 151,34k 151,34E
Changes in other comprehensive incol
related to investments:
Soquimich Comercial S.A. (1)............. (871) 5,522 3,242 5,398 6,268
Isapre Norte Grande Limitada (1)........ - - 14 (83) (83)
Inversiones Augusta S.A. (1)............... - - - (761) (761)
SQM Ecuador S.A. (2)..eeeeeeiiiieiaeennn - - - (271) (271)
Almacenes y Depositos Limitada (1)... - 78 34 22 22
Asociacion Garantizadora de Pensioni (D) 2 2 (12) (11)
() e
Empresas Melon S.A. (1)..cceeveeeeeennenn, - - 6,190 - -
Sales de Magnesio Ltda. (1)................ (7) 7 - 52 59
SQM North America Corp. (3)............. (1,218) 792 (15) (1,218) -
Other entities (1) ....cevveevvrieeee i - (1) - 718 719
TOtal oo (2,097) 6,400 9,467 155,19C 157,287

(1) Corresponds to translation adjustments an@geicel restatements.

(2 Corresponds to the translation adjustment predy the application of a law enacted by the
Ecuadorian Government

3) Relates to valuation differences generatetiénpensions plan of the subsidiary SQM North Angeric
Corp.

c) Paid-in capital

Capital consists of 263,196,524 fully authorizedhbscribed and paid shares with no par value, dividéo
142,819,552 Series A shares and 120,376,972 S2shares. The preferential voting rights of eacfeseare as
follows:

Series A: If the election of the president of @@mpany results in a tied vote, the Company's @ireanay
vote once again, without the vote of the directected by the Series B shareholders.

Series B: (1) A general or extraordinary sharehsldaeeeting may be called at the request of shaters
representing 5% of the Company's Series B shares.
(2) An extraordinary meeting of the Board of Dims may be called with or without the
agreement of the Company's president, at the redqiesa director elected by Series B
shareholders.
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Note 18 — Derivative Instruments

Derivative instruments are recorded at their falue at year-end. Changes in fair value are rézedrnn income
with the corresponding asset or liability recorite@ther current assets or liabilities. Lossesfiaptions relate to
fees paid by the Company to enter into such coistréds of December 31, 2006 and the Company’s dévie

instruments are as follows:

200¢ Notional or
Type of coverec
derivative amount Expiration Risk type
ThUS¢
Currency option 6,436 1™ quarter of 2007Exchange rate
US dollar 7,079 1% quarter of 2007Exchange rate
US dollar 10,000 1*' quarter of 2007Exchange rate
Swap 102,630 1 quarter of 2007nterest rate
126,145
200t Notional or
Type of coverec
derivative amount Expiration Risk type
ThUS¢
Currency option 31,279 quarter of 2006Exchange rate
Currency option 5,747 1* quarter of 2006Exchange rate
US dollar 7,7261% quarter of 200€xchange rate
44,752
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Position
Purchase/Sal (Liability)Asset Income
(P/S] amount (loss) effec
ThUS$ ThUS$
P (150) -
P (69) -
P 100 -
P 5,398 564
5,279 564
Position
Purchase/Sal (Liability)Asset Income
(P/S) amount (loss) effec
ThUS$ ThUS$
P 62 62
P (49) (49)
P (176) (176)
(163) (163)
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Note 19- Non-Operating Income and Expenses
Amounts included in non-operating income and exeggse summarized as follows:

a) Non-operating income

For the year ended December 31,

2006 2005 2004
ThUS$ ThUS$ ThUS$

INEEIESTINCOME ... et 11,410 5,530 3,650
Equity participation in net income of unconsolidhievestees....... 2,314 3,073 4,897
INSUFANCE FECOVEIIES ....ovviiiiie it eeeeee et eeme e 307 213 546
Write-off of liabilities ..., - 2,204 388
Reversal of allowance for doubtful accounts...................cccomm.. 238 - -
Sale of MiNING CONCESSIONS........c.vvviiiiceeecerree e 499 298 635
Sale of materials and SErVICES..........uuviarcccceriiiieeeeeee e, 75 438 190
Sale of ANtUCOYA PrOJECE .......vvvveeiiiieiceeree et 753 - -
Gain on sale of investments in related companies..................... 732 - 8,179
Rental of property, plant and equipment.......cccccoeeeeeeeiiiiiinnnnes 1,023 1,015 774
Compensation obtained from third parties.......cc....cccveverieeeennn, - 737 -
Payment discounts obtained from suppliers. . coeeeeeeeeeiiican.... 690 1,026 452
Fines collected from third parties 159 - -
Other INCOME ..cooiiiiiie et e 1,093 1,899 1,118

TOMAl e 19,293 16,433 20,829

b) Non-operating expenses

For the year ended December 31,

2006 2005 2004
ThUS$ ThUuS$ ThUS$
INTErEST EXPEINSE Luvvviiiiiii ittt e 27,593 16,663 18,782
Net foreign currency exchange loss and price-lexsthtement...... 2,263 3,804 475
Non-capitalized exploration project expenses awgipions for
damages and liquidation of asSets .........cccccceerrvrvmmnininreneennn, 11,387 13,489 9,262
Equity participation in net losses of unconsolidatesestees........ 362 477 387
Amortization of goOAWIll...........uueiiiiiiiiiieeei e 2,229 2,070 1,073
Work disruption expenses... 2,534 584 568
Increase in provision for employee compensatlonlagdl costs... - 7,986 533
Change of discount rate for staff severance indg@snprovision.... - 678 -
Allowances for materials, spare parts and supplies................... 2,685 1,188 1,628
Allowance for doubtful accounts 129 151 2,500
Non-recoverable taxes ........ccccccvveeeeiiiceeeens 508 647 531
CONSUILING SEIVICES.....vvviiiiiiiiii it cerree e eens s - 314 175
DONALIONS . ..ceiiiiiiiite ettt et s e - 896 533
PENAITIES. ....ciiiiiiiee e - 238 161
Provision for legal expenses and litigationNS cuee.veveeeeeeeeeevsmeeen. 1,010 - -
Accrued expenses related to energy tariff adjuslsnen ............... 2,500 - -
Other EXPENSES.....uutiiiiiiiieieee e e e e e mmna e aeeaaaaea e, 2,141 1,570 1,812
TOMAL .. 55,341 50,755 38,420
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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,

2006 2005 2004
ThUS$ ThUS$ ThUS$

Property, plant and equipment ..............eccccevviiiiiieieeeeeeeeennnnns 142 239 173
(@1 1= = 11T =Y £SO 144 194 (419)
Other abiIlItIES .........cooiiiiiieiiie e - 199 110
Shareholders’ €qUILY ........coooiiiiie i, (1,734) (2,846) (1,577)
Subtotal price-level restatement.........cccceeevviviiiceieeeieee i, (1,448) (2,214) (1,713)
Net adjustment of assets and liabilities denomahatdJF.............. 141 (641) -
Net price-level restatement ... oeccivieeeeeeieiciinnne, (1,307) (2,855) (1,713)

Note 21 — Assets and Liabilities Denominated in Feign Currency

As of December 31,

2006 2005
Assets ThUS$ ThUuS$
Chilean PESOS .......veiiiiei et eree et 100,614 81,583
US OIIAIS .oveeeicciieee et e ettt eee e e etaee e e e enraeens 1,636,721 1,433,629
EUIOS ... 37,092 24,742
Japanese Yen 975 6,466
Brazilian Real 330 304
Mexican pesos 4,783 11,331
U ettt et emmmmmr e e e et e e e st ba e e e e et b beee e s enasammnnns 55,108 57,906
South African Rand ...........cooviiiiii e 13,374 9,321
DITNAMS ...ttt e et e e e e et e e e e enaraeeeeennes 14,225 11,954
OtNEI CUIMENCIES .. .eeiieieiieeee e e et e e e e enteeee s s ssnreeae s 7,980 3,332
Current liabilities
ChilEAN PESOS .....oevieeeeceiceeeete ettt 75,190 65,355
US AOIIAIS .ottt e ettt e eee e e e ebaee e e e enreees 101,549 347,141
BUMOS ...t eeeee ettt e e e ree e e e et e e e e eatee s e 9,925 5,369
JAPANESE YN ...oiiiiiiieiiiiee et s et e et eeenteeetne e e saneeeanes 93 133
Brazilian REaI .........ccuviiveeiviiieees et smnaes s s 1,662 1,245
MEXICAN PESOS ....eeurienieiirienreeee e et are b enme e ereennees 3,196 3,230
U ettt et emmmmma e e e ettt e e e et e e e e e e bt ae e e e s e nassmmnnns 3,541 3,544
South AfriCAN RANG .........ooooiieeeeeeeee e 1,698 1,792
DITNAMS ...ttt e et e s e et e e e e ebbaeeeeennes 671 411
Other CUITENCIES ......cveeivee e e et e ree et s s snee e 117 48
Long-term liabilities
ChilEaN PESOS ......eviiieiiitiiee et et e e 17,340 16,358
L0 3 [0][F= TR 429,324 138,950
JAPANESE YN ..o e e e 152 -
UF ettt et emmmmma e e et e e e e e e e e e e bt e e e e s enassmmnnns 101,573 1,065
OthEI CUITENCIES .......cce oot aaa e e e e e e s vmmmnssssnnneaeeas 9 2

F-46



Sociedad Quimica y Minera De Chile S.A. and Subsidiies
Notes to the Audited Consolidated Financial Statenms
(Expressed in thousands of US dollars, except asted)

Note 22 - Cash Flow Statement

a) Amounts included in other credits to incomenepresenting cash flows are as follows:

For the year ended December 31,

2006 2005 2004
Description ThUS$ ThUS$ ThUS$
Deferred income taxes benefit for tax 0SS ......ceevvveiiiiiiiiiieee.. - (5,602) -
Adjustment of provision included in other finandiatome......... (238) (2,203) (389)
Adjustment of investees’ eqUItY ..........ccuvacccmreeveeeeniniieeeen, - (1,143) (413)
Discounts obtained from suppliers (690) (598) (482)
Reversal of the provision for damages caused byyhedns....... (1,000) - -
Other minor credits to income not representing dsts............ (834) (563) (635)
TOMAL e (2,762) (10,109) (1,919)

b) Amounts included in other charges to incomeraeptesenting cash flows are as follows:

For the year ended December 31,

2006 2005 2004

Description ThUuS$ ThUS$ ThUS$
Provision for Corfo royalty payments..........ceoooeeciieeeeerenens, 2,358 1,855 1,360
Deferred income taxes benefit for tax 10SS........evvveeveveereenen.. 8,500 - 12,635
Provision for legal expenses for GNV lawsuit anigentlegal
EXPEINSES .ttt ee e e - 5,000 873
Provision for marketing eXpenses ............ceeeeeevvvvimiesinnnieneeenns 4,364 4,130 2,761
Provision for employee incentive plans .......cccccevvvvvvevieeennnn.. 3,160 8,215 3,942
Adjustment of provision for severance indemnities............... 3,882 8,199 5,389
Provision for iINCOME taXeS........c.uvvvieiiiieeee e 28,204 38,427 13,938
Adjustment of provision for vacation..........cccccceeeviiiieciiinenenn. 5,333 4,447 3,501
Refund of 10% custom duties pursuant lo Law 18480........... - - 672
Non-capitalizable exploration project expense armdripions

for damages and liquidation assets .. 11,825 12,156 7,664
Accrued expenses related to energy tarlf'f adjuslm;nen ............ 4,500 - -
Amortization of prepaid insurance expenses... 3,189 1,838 2,246
Remuneration of Board of DIrectors...........ceeeeeeeeiiionviieeen. 1,800 1,557 1,316
Provision for MiNe ClOSUIE ...........ccooietmmmmn v 1,000 - -
Adjustment and other expenses of inventaries...................... 1,297 - -
Other charges to income not representing cash flows........... 2,920 1,865 2,795

LI = | SR 82,333 87,689 59,092
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Note 23 — Commitments and Contingencies

a) Material lawsuits or other legal actions of gththe Company is party to

1.

Plaintiff
Defendants
Date of lawsuit
Court

Cause

Instance
Nominal amount

Plaintiff
Defendants
Date of lawsuit
Court

Cause

Instance
Nominal amount

Plaintiff
Defendants
Date of lawsuit
Court

Cause

Instance
Nominal amount

Plaintiff
Defendants
Date of lawsuit
Court

Cause

Instance
Nominal amount

Plaintiff
Defendants

Date of lawsuit
Court

Cause

Instance
Nominal amount

: Compafiia Salitre y Yodo Soledad S.A

: Sociedad Quimica y Minera de Chide S.

: December 1994

: Civil Court of Pozo Almonte
: Partial annulment of mining property, @&4ao 29
: Evidence provided

1 ThUS$ 211

: Compafiia Productora de Yodo y S&8é5.

: SQM Quimicos S.A.

: November 1999

: Civil Court of Pozo Almonte
: Partial annulment of mining property, Pazto 25
: Evidence provided

: ThUSS$ 162

: Compafiia Productora de Yodo y S&é5s.

: SQM Quimicos S.A.

: November 1999

. Civil Court of Pozo Almonte
: Partial annulment of mining property, Plak to 25
: Evidence provided

: ThUS$ 204

: Compafiia Salitre y Yodo Soledad S.A

: Sociedad Quimica y Minera de Chike S.

: November 1999

: Civil Court of Pozo Almonte
: Partial annulment of mining property, Raz to 30
: Evidence provided

: ThUS$ 193

: Miguel Negrete Ubeda
: Marco Antonio Ortiz Castillo y SQM idibs S.A. and its

insurers

: May 2004
. First Civil Court of Antofagasta
: Work accident
: First instance sentence. The appeahding.

: ThUS$ 150
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Note 23 — Commitments and Contingencies (continued)

a) Material lawsuits or other legal actions of @ththe Company is party to (continued)

6.

Plaintiff
Defendants

Date of lawsuit
Court

Cause

Instance
Nominal amount

Plaintiff
Defendants
Date of lawsuit
Court

Cause

Instance
Nominal amount

Plaintiff
Defendants

Date of lawsuit
Court

Cause

Instance
Nominal amount

Plaintiff
Defendant
Date of lawsuit
Court

Cause

Instance
Nominal amount

: Gabriela Véliz Huanchicay

: Gilberto Mercado Barreda and subsidiad jointly and severally
SOQM Nitratos S.A. and its insurers
: August 2005

. 4th Civil Court of Santiago

: Work accident
: Observations to the evidence
: ThUS$ 1,350

: Electroandina S.A.

: Sociedad Quimica y Minera de Chike S.
: September 2005

: Court of arbitration
: Early termination or partial modificatiantemporary suspension of

the Electrical Supply Agreement entered on &atyr 12, 1999 by
virtue of supposedly unforeseen events that wasgdlt in an increase
in the cost of or restricted the supply of ndtges from Argentina

: Evidentiary stage

: The amount has not been detedniae

: Juana Murafa Quispe

. Intro Ingenieria Limitada and sulasigiand jointly and
severally SQM S.A. and its insurers

: October 2005

: 25th Civil Court of Santiago
: Work accident
: Evidentiary stage

: ThUS$ 1,500

- Norgener S.A.
: Sociedad Quimica y Minera de Chile.S.A

. April 2006

. Arbitration Court
: Modification of the price of energy sold affi the indexation system

indicated in the Electrical Energy Supply Agreetmentered on January 13,
1998, by Virtue of that indicated, in the plainsff opinion, in this
agreement.

: Rejoinder

: Amount not determined.
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Note 23 — Commitments and Contingencies (continued)

a) Material lawsuits or other legal actions of eththe Company is party to (continued)

10.

11.

12.

13.

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
Defendants
Date of lawsuit
Court

Cause

Instance
Nominal amount

: Marina Arnéz Valencia
: SQM S.A. and its insurance comanie
: April 2006
: 2nd Civil Court of Santiago
: Work accident
: Conciliation audience
: ThUS$ 500

: Empresa de Servicios de Montajea.td
:SQM S.A.
: May 2006
: 4th Civil Court of Antofagasta
: Divergences related to the agreemetttéamprovement of
compressors and of assembly of capacitors Pedro de Valdivia
crystallization plant and compensation for dagag
: Response
: ThUS$ 270

: ESAOL Limitada
: Sociedad Quimica y Minera de Chile.S.A
: September 2006
. Arbitration Court of Antofagasta
: Fees allegedly owed for urban cleaningcgar at Maria Elena plant.
: Order for appearance, filing of comraitin
: ThUS$ 170

: Sociedad de Servicios Tacora Limiéa
: SQM Nitratos S.A.
: December 2006
. 25th Civil Court of Antofagasta
: Collection of securities which SQM Nitea®A., by virtue of a
mandate conferred in its favor, used to paypthatiff's employees
who have not received their salary pay and doutions for transportation
and machinery services rendered indirectly to SQivadds S.A.
: Response
: ThUS$ 266
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Note 23 — Commitments and Contingencies (continued)

b) Other lawsuits

The Company and its subsidiaries are involved iroua litigation in the ordinary course of businesgluding
those described in a) above. Based on the adviceuwrfsel, the Company has accrued provisions thadequate to
cover any probable risk and therefore managemeigvis the litigation will not have a material effeon the
consolidated financial statements.

c) Commitments

The subsidiary SQM Salar S.A. maintains an agreeméh a government agency (Corfo), whereby it mustke
annual royalty payments until 2030 determined anlihsis of the Company’s annual sales. This npyslbeing
paid since 1996, when the Company entered int@giheement with Corfo. Amounts paid in the years62@D05
and 2004 were ThUS$ 9,193, ThUS$ 6,752 and ThUSE4,

d) Debt covenants

Bank debt of SQM S.A. and its subsidiaries haseastrictions or terms other than those that mighalig be found
in identical debt in the financial markets, suchmaximum indebtedness and minimum equity amongrethe
Specifically the loan covenants in force are tH¥ang: (i) shareholders’ equity of SQM S.A. shduiot be lower

than ThUS$984,522.00, (ii) the net financial debEBITDA ratio should not be greater than 3:1, &iiglthe ratio
between financial debt of operating subsidiariesthe consolidated current assets should not legrthan 0.3:1.

Note 24 — Guarantees
a) Guarantees given

As of December 31, 2006 and 2005 the Company teefollowing indirect guarantees outstanding:

Debtor Balances outstanding
Beneficiary Name Relationship 2006 2005
ThUS$ ThUS$
BBVA Banco Bilbao Vizcaya Royal Seed Trading Corp. Subsidiary 100,412 100,303
Argentaria AV.V.
ING Bank Royal Seed Trading Corp. Subsidiary 80,416 -
AV.V.

b) Guarantees received

Tattersall Comercial S.A. has made several guagargéup to ThUS$ 1,000 to assure compliance afhifgations
related to commercial mandate agreement for thdlition and sale of fertilizers with Soquimich i@ercial S.A.
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Note 25 - Sanctions

During the years ended December 31, 2006, 2005280d, the SVS did not apply sanctions to the Compiis
directors or managers.

Note 26 — Environmental Projects

Disbursements incurred by the Company as of DeaeBhe2006 relating to its investments in productwocesses and
compliance with regulations related to industri@igesses and facilities are as follows:

2006 2005 2004
ThUS$ ThUS$ ThUS$

Project
Environmental department .............ooeevvmmmmmme e e eseeseeeinnee e e e ee e e s mmmm e 748 596 544
Risk and security management...............coeeemmereeresiireereesnnreneeeesneeeenns - 424 -
Improvements in Maria Elena Camp — Streets............cccocvvviemveeeeeeennn. 296 - -
DuUSt @miSSION CONIOL......ccoiiiiiiiiiee et e e e e e e 823 962 -
Light NOrmMaliZation ........ccooeiieiieee e 919 378 -
Improvement of mining OPEerations ...........cccccceveeeeei s - 220 -
Environmental studies — Region | of Chile project............cccceeeveieiiennnnn. 605 - -
Maria Elena archeology ..........ueeeieieie i it e 870 - -
Normalization of lighting at FFCC yard, PV Mill..............ccccoivvcnnnnnes 123 - -
Equipment Washing SYSEEM ..........uuuuuiriiieiieeeeiieeeeiisiesianii s mmmm e e 184 - -
The Environment MOP/SOP 2 ..........cooiiiimmmmme et eeees 142 - -
Boratos sewage treatment plant.............coeeeemeeveeeeennieeeee e - - 281
o ToTo] o] 11 =W o] (0] =t A SEUUPRR - - 615
Engineering and building of Maria Elena piles..........cccccceevii i e - - 2,667
Treatment plant MOP .........ooviiiii e - - 208
Construction of facilities for WOrKers........ccceeeeiiiiiieiiee e 279 - -
Atacama salt deposit hydrological model......cc.eeveiiiiiiriiiiiiiieens 176 - -
Environmental commitments in Region | of Chil€..ccee.ooooooeiiiiiiiiiceen. 152 - -
Elimination of PCB eqUIPMEeNt...........c.coimmm e ieeeeae 304 - -
OtNEIS .. ettt e e e e 1,221 811 1,242

TOMAL s 6,842 3,391 5,557

Protecting the environment, both in regards toGbenpany’s productive processes and the manufacgoeds, is a
constant concern for SQM.

SQM is currently implementing an Environmental Mgement System, which is based on the ISO 1400@atdn
with which the Company will improve its environmahperformance. The implementation program stigslahat
all the operations maintained by the Company iniéteg| and Il of Chile, will have a fully implemesd
Environmental Management System by late 2007.

Processes where sodium nitrate is used as a ragviahatre carried out in geographical areas sutcheadesert with
favorable weather conditions for drying solid matksrand evaporating liquids used in solar enefdye extraction
of minerals in open pit mines, given their low veagi-mineral ratio, gives rise to waste depositt tiave little
impact on the environment. The extraction process @e crushing produce particles that are comgistéh the
industry of operation.
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Note 26 — Environmental Projects (continued)

On August 10, 1993, the Ministry of Health publidree resolution under the Sanitary Code that esfadddi that the
levels of breathable particles present at Marian&l®lant exceeded the level allowed for air quadityd,

consequently, affected the nearby city of MariangleParticles mainly come from dust that resultenfprocessing
the sodium nitrate, particularly at the crushinggeiss prior to leaching. The Company has implerdeatseries of
measures that have shown notable improvement iguaility at Maria Elena. A new decontaminatiompiar this

area, released on March 13, 2004, was intendecett air quality standards by April 1, 2006. On &aber 31,
2004, the Company submitted a proposal entitledcHfielogical Change at Maria Elena”, which intermisetduce
particle emission, to the government's Environmiehtgact Evaluation System. The project will commerits

activities during 2007.

Ore treatment operations, as they are controlledgsses, produce solid residual materials thather@on-soluble
by product and a certain degree of moisture.

SQM entered into a contract with the National Foye€orporation (CONAF) aimed at researching thiviies of
flamingo groups that live in the Atacama Salt Miagoons. Such research includes a population cafuthie birds
and wildlife, breeding research, additional behavésearch and the climate phenomena of the area.

Consistent with the Company’s ongoing commitmenthvthe environmental authorities, the Company abttiv
participates in the Joint Monitoring Research prbjer the Atacama Salt Mine watershed along witieo mining

companies that make use of the water resourcesupaty the Atacama Salt Mine. To perform thigigtutSQM has
involved diverse scientists from prestigious reskanstitutions such as Dictuc of Pontificia Unisiglad Catdlica,
the University of Nevada, Cornell University ane tiniversity of Binghamton in New York.

SQM togheter with other mining companies parti@pato actively in the Joint Study of Monitoringtbé Atacama
Saltpeter Deposit Basin.

Note 27 — Significant Events

On January 17, 2006, the Company informed the $BNMr. Bernard Descazeaux Aribit resigned fromgusition

of General Manager of Soquimich Comercial S.A. asgumed responsibility for the operations of SQM. S.
in Mexico and Central America. The Board of Direstaccepted his resignation. At the Ordinary Boaird

Directors’ Meeting held on January 16, 2006, thee€tors accepted the appointment of Mr. Juan Carlos

Barrera Pacheco as new General Manager of Soquituatercial S.A. The changes were effective begmni
on March 1, 2006.
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Note 27 — Significant Events (continued)

On January 19, 2006 the Company informed SVS thatquired, on the same date from DSM
Group based in the Netherlands, the total amoushaifes of certain companies that participate
in the markets of the production and commercidbrabf iodine and iodine derivatives in
Chile (DSM Minera S.A. and Exploraciones Mineras.p.and abroad (DSM Minera B.V.
based in Netherlands) (see also Note 8b).

On January 24, 2006, Sociedad Quimica y Minera kide G.A has placed in the Chilean
market an unguaranteed bond for the nominal amofubF 3 million with a term of 21 years

and an annual interest rate of 4.18% to refinaiad®lities and fund investment projects for the
year 2006.

On March 29, 2006, the Company informed the SV$ $lmmiedad Quimica y Minera de Chile

S.A. is negotiating the possible placement abrdaal mwew bond issuance for an approximate
amount of US$ 200 million that will be repayableaisingle installment at the expiration of the
ten-years period and which will be used to payiliis for the same sum which expire in

September 2006. On April 15, 2006, SQM communic#ébethe SVS that it placed in the US

market a bond, of US$ 200 million with an annuaéiast rate of 6.125%. The interest will be
paid semi-annually and the capital will be paicisingle amortization in April 2016.

On March 29, 2006, the Company informed the SV$ ttta Board of Directors of Sociedad
Quimica y Minera de Chile (SQM), at its meetingcheh April 28, 2006, unanimously agreed
to propose the payment of a final dividend of US#7081 per share.

On September 15, 2006, the Company informed the ®¥SSoquimich European Holdings
B.V. (SEH), a subsidiary of Sociedad Quimica y Mide Chile S.A. and Yara Italia S.P.A., a
subsidiary of Yara International ASA, the entityatHorms part of the Controlling Group of
SQM, have entered in Italy into Right Transfer Agrent through which SEH has sold to Yara
all its rights (50% participation) in the Italianrapany Impronta SRL.

On October 30, 2006, the Company informed the 3348 $QM Comercial de México S.A. de
C.V. (SQMM) and SQM Industrial S.A. (SQMI), bothbsidiaries of Sociedad Quimica y
Minera de Chile S.A. and Yara Nederland B.V. (YN)darara Holdings Netherlands B.V.
(YH), both subsidiaries of Yara International ASAe entity that forms part of the Controlling
Group of SQM, have entered on October 27, 2006 @xitb into Share Purchase and Sale
Agreement through which SQMM and SQMI sold to YNdan YH all the shares (in total
100%) which SQMM and SQMI had in Fertilizantes Otaag SQM S.A. de C.V.

On November 28, 2006, the Company informed the 3% Royal Seed Trading Corp.

A.V.V., a subsidiary of Sociedad Quimica y Minem @hile S.A. and the banks ING Bank
N.V., Curacao Branch, Banco Bilbao Vizcaya Argeate8.A., BNP Paribas and Santander
Overseas Bank Inc., entered on November 22, 2006aib year loan agreement for a sum of
ThUS$ 80,000 with the initial annual interest rafd_ibor + 0.3% that may vary depending on
the possible future changes in the classificatioth® guarantor’'s (Sociedad Quimica y Minera
de Chile S.A.) external debt, with no actual gutges and with semi-annual payments of
interest.
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Note 28 — Subsequent Events

Management is not aware of any other significabssquent events that have occurred after Decemb@086 and
that may affect the Company’s financial positiortte interpretation of these financial statements.

Note 29 — Differences between Chilean and UnitedeBés Generally Accepted Accounting Principles

Accounting principles generally accepted in Chiéeyin certain important respects from accountingciples generally
accepted in the United States. Such differencesivia certain methods for measuring the amountsvishia the
financial statements, as well as additional discks required by US GAAP.

The principal differences Between Chilean GAAP BI8IGAAP are described below together with explanatiwhere
appropriate, of the method used in the determinmatdfothe adjustments that affect net income aral &tareholders’
equity. References below to “SFAS” are to Statemaft Financial Accounting Standards issued by tmarfeial

Accounting Standards Board of the United Statésadrica.

The preparation of financial statements in conityrwith Chilean GAAP, along with the reconciliatido US GAAP,
requires management to make estimates and assogptiat affect the reported amounts of assets iabdities,

disclosures of contingent assets and liabilitieofathe date of the financial statements and tiperted amounts of
revenues and expenses during the reported perabgalkesults could differ from those estimates.

l. Differences in measurement methods

The principal methods applied in the preparatiothef accompanying financial statements, which hasgelted in
amounts that differ from those that would have atlige been determined under US GAAP, are as follows

a) Revaluation of property, plant and equipment
As described in Note 2j), certain property, plant &quipment are reported in the financial statésnahamounts
determined in accordance with a technical appraieebrmed in 1988. US GAAP does not allow the heation of

property, plant and equipment. The effects of #heersal of this revaluation, as well as of theteslaaccumulated
depreciation and depreciation charge for each gemaset-forth under paragraph I n) below.

F-55



Sociedad Quimica y Minera De Chile S.A. and Subsidiies
Notes to the Audited Consolidated Financial Statenms
(Expressed in thousands of US dollars, except asted)

Note 29 — Differences between Chilean and Uniteda®és Generally Accepted Accounting Principles (coimtued)
b) Deferred income taxes

On January 1, 2000 the Company began applying TeahBulletin No. 60 (“BT 60”), and related amendmg of
the Chilean Association of Accountants concerniefgded income taxes. These regulations requéeebognition
of deferred income taxes for all temporary diffeem arising after January 1, 2000, using the itgbitethod. Prior
to implementation of BT 60 and related amendmerdsjeferred income taxes were recorded under GChB®AP
if the related timing differences were expectedeooffset in the year that they were projectedeterse by new
timing differences of a similar nature. In orderniitigate the effects of not recording deferrecbme taxes under
the prior deferred income tax accounting stand@id60 provided for a period of transition wherebyransitional
provision, a contra asset or liability (referredas “complementary”) was recorded, offsetting tfffects of the
deferred tax assets and liabilities not recordedr o January 1, 2000. Such contra assets orlitiabi must be
amortized to income over the estimated averagersalegeriods corresponding to the underlying terapor
differences to which the deferred tax asset oiliiglielates.

For US GAAP purposes, the Company applies SFASA@®unting for Income Taxewhereby income taxes are
also recognized using the same asset and liabjlipyoach with deferred income tax assets anditiabikestablished
for temporary differences between the financiabrépg basis and tax basis of the Company’s assetdiabilities
based on enacted tax rates.

The primary differences between Chilean GAAP and@SAP relates to the reversal of complementary asto
and their amortization recorded in accordance thiéhtransition provisions of BT 60 as well as te tecognition of
the deferred income tax effect of US GAAP adjustisietine effect of which is set-forth under paragrap) below.
Additional disclosures required under SFAS 109sateforth under paragraph Il b) below.

C) Translation of foreign currency financial statenents and price-level restatement

In accordance with Chilean GAAP, the financial eta¢nts of subsidiaries which do not maintain thetounting
records in US dollars, are translated from locatency to US dollars as described in Note 2d).

For the purposes of reconciling to US GAAP, the @any applies SFAS 52oreign Currency TranslatioffSFAS
52"), which requires a functional currency translatapproach. Under SFAS 52 the Company has detecththat
the US dollar is the functional currency of all destic and foreign subsidiaries. Accordingly, finahstatements of
subsidiaries, which do not maintain their accountiecords in US dollars, are remeasured into Usdglafter the
elimination of price-level adjustments, if any,falows:

(i) Balance sheet accounts:
. Monetary assets and liabilities are translateti@tear-end exchange rate; and

. Non-monetary assets and liabilities and sharehsldsquity are translated at historical exchange
rates.
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Note 29 — Differences between Chilean and Unitedabés Generally Accepted Accounting Principles (coimtued)
c) Translation of foreign currency financial statenents and price-level restatement (continued)
(i) Income statement accounts:

»  Depreciation and amortization expense and otheousmts derived from non-monetary assets and
liabilities are translated at historical rates; and

« All other accounts are translated at monthly-averagchange rates, which approximate the actual
rates of exchange at the date the transactionsreccu

Remeasurement gains and losses are included @detaemination of net income for the period.

As described in the Note 2c) under Chilean GAARitial statements of domestic subsidiaries thahtauai their
records in Chilean pesos include effects of thitioh (price-level restatement) in Chile. Under GBAP Chile
does not meet definition of highly inflationary @cmny and consequently effects of inflation accoqtieeds to be
reversed.

The effect of eliminating price-level restatementl dhe effects of translation of financial statetsesf subsidiaries
that maintain their records in currencies othentt& dollar are included in paragraph | n) below.

d) Investment in Empresas Melén S.A.

During 1998, the Company purchased a 14.05% peation in Empresas Melén S.A., (“Mel6n”) cement
manufacturing company. Pursuant to a shareholdgresement, until August of 2004 the Company exerted
significant influence over Meldn and thus it acceuahfor this investment for both Chilean GAAP an8 GAAP
under the equity method. As mentioned in Note 8 thivestment was sold during 2004. Significant stients
between Chilean GAAP and US GAAP relating to theegiment in Mel6n are described below.

d-1) Purchase accounting adjustments

At the time of acquisition of participation in Melpunder Chilean GAAP, the Company recorded goddwilthe
transaction, calculated as the difference betwbkenptirchase price and the proportionate shareeimét assets
acquired at their book values. Such goodwill weisidp amortized over a period of 20 years.

Under US GAAP, the Company calculated goodwill he difference between the purchase price and the
proportionate participation in the fair values loé tassets acquired and liabilities assumed. Asudtneroportionate
share in the Meldn’s net assets measured at fhiesaxceeded acquisition cost. In accordance W8hGAAP
such difference was allocated to property, pland aguipment acquired, reducing the accounting base,
consequently the depreciation of those assets.

The effects of reversing goodwill and its relatedogization recorded under Chilean GAAP and thegedion of
the new basis of assets and liabilities and sules#qdepreciation are set forth in paragraph | npvee
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Note 29 — Differences between Chilean and Unitededés Generally Accepted Accounting Principles (coimtued)
d) Investment in Empresas Melon S.A. (continued)
d-2)  Accounting for participation in Melén on US GAAP basis

Within the period in which SQM exerted significanfluence over Melén it recognized its participatiof income
(loss) and net assets of that entity using equéthod. For the purposes of the Company’s US GAABeiliation
US GAAP information of Meldn was prepared. The pipite differences between Chilean GAAP and US GAAP
Meldn related to deferred taxes and the eliminadioprice-level restatement.

In addition under US GAAP the financial statemesftdlelén were converted into dollars in accordandth SFAS
52 as described in paragraph c) above. The affaetcognizing income and net assets under theyeougthod under
US GAAP and after conversion to US dollars in adaace with SFAS 52 is set forth in paragraph leipl.

d-3) Sale of investment in Melén on US GAAP basis

As discussed above in 2004 the Company sold itdcfpation in Melon. As a result of differences purchase
accounting and subsequent measuring of income tihenmvestment as discussed in points d-1) andab@&ye value
of investment sold was different for Chilean GAARd&or US GAAP. Consequently adjustment to the ltesfuthe
sale of participation in Mel6n is included in theeonciliation to US GAAP in paragraph | n) below.

e) Consolidation of subsidiaries in the developmerstage

Under Chilean GAAP subsidiaries in the developnstamge are not consolidated and their results frpenations are
not included in the consolidated income statemé&at: purposes of US GAAP, these subsidiaries must be
consolidated and their results should be recordethé income statement. Until June 30, 2004, SQMiumn
Specialties LLP was the development stage compahg. effects of recognizing its net loss for theryeaded
December 31, 2004 is set forth in paragraph | fgvbe

f) Minimum Dividend

As required by the Chilean Companies Act, unlebsmtise decided by the unanimous vote of the heldéissued
and subscribed shares, an open stock corporatish digiribute a cash dividend in an amount equat teast 30%
of the company’s net income before amortizatiomedative goodwill for each year as determined icoetance
with Chilean GAAP, unless and except to the exteet Company has unabsorbed prior year losses. $irce
payment of the 30% dividend out of each year’'sineads a legal requirement in Chile, a provision b@sn made in
the accompanying US GAAP reconciliation in paragrép) below to recognize the corresponding de@@aset
equity at December 31 for each year for the diffeeebetween 30% of net income and interim dividegyadd during
the year.

Net income related to the amortization of negatjgedwill can only be distributed as an additionaidend by the

approval of the shareholders, and accordingly,oisimcluded in the calculation of the minimum dieidl to be
distributed.
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Note 29 — Differences between Chilean and Unitedabés Generally Accepted Accounting Principles (coimtued)
Q) Loans to Employees

During 1989, 1995 and 2000, the Company loanethemaggregate, ThUS$ 1,452, ThUS$ 8,224 and ThU&356
respectively, at market interest rates, to ceramployees for the purpose of acquiring shareseofdbmpany in the
open market. In accordance with US GAAP, the remginnpaid balance of such loans, amounting to THhR%3

and ThUS$ 288 at December 31, 2006 and 2005, reaglgchas been treated as a reduction of shadehsllequity
under paragraph | n) below.

h) Staff Severance Indemnities

The Company has negotiated certain collective lairga agreements with employees for staff severance
indemnities. Under Chilean GAAP the liability Hasen recorded at the present value of the accremefits which

are calculated by applying a real discount ratth&éobenefit accrued over the estimated averageimergaservice
period.

Under US GAAP, termination indemnity employee bésefire accounted for in accordance with SFAS 87
consistent with that of a defined benefit pensidenpmeasuring the liability by projecting the freuexpected
severance payments using an assumed salary priogreate, net of inflation adjustments, mortalitydaturnover
assumptions, and discounting the resulting amotmtheir present value using real interest ratdse &ffect of
accounting for the indemnities in accordance witAS 87 is set forth under paragraph | n) below. ifoldal
disclosure requirements are presented in paradraphbelow.

i) Derivatives and hedging

In June 1998, the Financial Accounting Standardsr@@sued SFAS 13&ccounting for Derivative Instruments and
Hedging Activitieq“SFAS 133"). SFAS 133 requires that all of a gamy’s derivative instruments be recorded in the
balance sheet at fair value and that changes erigative instrument's fair value be recognizedenitty in earnings
unless specific hedge accounting criteria are m8pecial accounting for qualifying hedges allowslaivative
instrument's gains and losses to offset relateditee®n the hedged item in the income statementhéoextent
effective, and requires that a company must fogm@dicument, designate, and assess the effectivehé&ssisactions
that receive hedge accounting

The Company enters into forward exchange and ceyreption contracts principally to mitigate thekrizssociated
with maintaining certain accounts receivable irefgn currencies. The purpose of the Company'sdoreurrency-
hedging activities is to protect the Company frdma tisk that cash flows will be adversely affecbgdchanges in
exchange rates resulting from the collection okiesbles from international customers. The effeftshanges in
fair value of forward contracts and options arerded both under Chilean GAAP and US GAAP in income
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Note 29 — Differences between Chilean and Unitedabés Generally Accepted Accounting Principles (coimtued)
i) Derivatives and hedging (continued)

The Company periodically uses interest rate anceogy swap agreements to manage interest ratemigtk floating
rate debt as well as foreign currency risk expasiine Company entered into one of such contraaisag@006 in
order to hedge its risk exposure related to boet®ihinated in UF. Under Chilean GAAP the swap wesghated
as a hedging instrument and the change in theddile of the contract was deferred on the balaheetsUnder US
GAAP the Company did not meet the strict documéraand effectiveness testing requirements to fyuéir
hedge accounting. Consequently change in the fdirevof the swap contract was included in incomeeurS
GAAP. The effect of this difference on the net imeoand shareholders’ equity of the Company is deduin
paragraph | n) below.

In addition the Company entered during 2006 intmesdorward contracts to hedge its exposure to dhitdns
between US dollars and Chilean pesos associatédpuitthases of certain property, plant and equiproenthe
Chilean market. Under Chilean GAAP, the Companymed this forward contract at fair value and thkated
unrealized losses were capitalized as additionstl abproperty, plant and equipment. For US GAAPppses, the
Company did not apply hedge accounting and in apresece, the unrealized loss on the forward contrastbeen
recorded in current earnings. The effect of thffeigence is included in paragraph | n) below.

)] Business combinations and Goodwill
Under Chilean GAAP, goodwill is amortized over trstimated period of return of the investment médeairment
tests are only performed if there is an evidencenpiairment. No impairment has been recognizedafor of the

periods presented under either Chilean GAAP or VA&

For US GAAP purposes, the Company adopted SFASGB&Iwill and Other Intangible Assets (“SFAS 14233,
of January 1, 2002, and did not amortize goodwlhted to acquisitions made after June 30, 2001.

The Company has performed the required annual impat test, which did not result in any impairment.

The effect of reversing the amortization of gootlwilder Chilean GAAP is set forth under paragraphtelow.
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Note 29 — Differences between Chilean and Unitedabés Generally Accepted Accounting Principles (coimtued)
k) Negative goodwill

Under Chilean GAAP until December 31, 2003, negatioodwill was calculated as the excess of theasséts
acquired in a business combination over the res@eatquisition cost. Beginning January 1, 2004, @ompany
adopted Technical Bulletin No. 72 of the Chilearsédation of Accountants that changes the basisdoounting
for negative goodwill, introducing the fair valuétbe acquired net assets as the basis to be cethpath purchase
price in order to determine goodwill or negativedwill.

Negative goodwill recognized under Chilean GAAP gaserated on the acquisitions of SQM Salar S.Anek&
Mapocho S.A. and Minera Nueva Victoria (former DWnera SCM). Under Chilean GAAP, such negative
goodwill was capitalized as a credit to the balastteet and is being amortized over a period ofebds/

Under US GAAP, prior to the adoption of SFAS 148gative goodwill was considered as a reductiorheflong-
term assets of the acquired company, and if atcrediained after reducing those assets to zeratireggoodwiill
was recorded and amortized over the period of eéggdeloenefit. However, in the period of adoptioRAS 141,
Business Combinationsequires that unamortized negative goodwill bettemi off and the resulting gain be
recognized as an effect of a change in accountiiiiple. The effects of reversing goodwill receddand its
related amortization, the recognition of the newibaf assets and liabilities and subsequent digpi@t and writing
off the remaining balance of negative goodwill se¢-forth in paragraph | n) below as follows:

k-1:  The reversal of negative goodwill amortizatrecorded under Chilean GAAP.
k-2: The effects of reducing depreciation experthes to the allocation of the excess purchase pdce
property, plant and equipment;

)] Capitalized interest

In accordance with Chilean GAAP, only those legdltes that have financial expenses may capitafigerests on
debt related to property, plant, equipment undeistaction and other projects. Prior to 2003 thenGany did not
capitalize interest to acquisition cost of propepiant and equipment.

Under US GAAP, the capitalization of interest oralifying assets under construction is required ardlgss of
whether interest is associated with debt direatlgted to a project. The accounting differenceaden Chilean and

US GAAP for capitalization of interest costs prtor2003 and the related depreciation expense ahedied in the
reconciliation to US GAAP under paragraph | n) belo

m) Minority interest

The effects on the minority interest of the US GAA#ustments in subsidiaries that are not whollyxesvby the
Company have been reflected in Minority interest are included in paragraph | n) below.
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Note 29 — Differences between Chilean and Unitedabés Generally Accepted Accounting Principles (coimtued)

n) Effects of conforming to US GAAP

The adjustments to reported net income requir@dndorm to US GAAP are as follows:

For the years ended December 31,

2006 2005 2004
ThUS$ ThUS$ ThUS$
Net income in accordance with Chilean GAAP ......ccceevieeiiiiieeeeeeeenn. 141,277 113,506 74,232
Revaluation of property, plant and equipment (paplg @)..........ccvvvveeeennn. 4,174 2,132 4,367
Deferred income taxes (paragraph D)........coeeeceerveere e 4,021 2,236 6,022
Translation of foreign currency financial statenseftaragraph c)............... (576) 8,994 5,318
Purchase accounting adjustments - Empresas Mekr(f@&ragraph d-1)... - - (34)
Accounting for participation in Melén on US GAAPdim (paragraph d-2). - - (467)
Cost of sale of Empresas Melén S.A. on US GAAPsgsragraph d-3)... - - 2,336
Consolidation of subsidiaries in the developmeagst(paragraph e) .......... - - (1,851)
Staff severance indemnities (paragraph h)..ceeeeveeeiiiiiiiiiiiieieeeeeee, (484) (836) (618)
Derivatives (paragraph i) .......cccuvvuieiir e 4,432 1,483 (1,483)
Goodwill (Paragraph ) .ueceeee i 1,950 1,718 749
Negative goodwill (paragraph K) .........ccoooceeeeeeeieiiieee e,
k-1: Reversal of negative goodwill amortizati..................ccceeerrnenen, (68) (203) (213)
k-2: Depreciation of property, plant and guuent..............ccccevveveeeennn. 113 113 123
Capitalized interest (paragraph 1) ..........comeeeeereririeieeeesisinieerereeee e (92) (91) (92)
Minority interest (Paragraph M).............wmmereereeieneeeeenniree e 172 (3,576) (2,115)
Deferred income tax effect of the above US GAARisiipents
(PAragraph D)......cooiiiieee e (656) (272) 551
Net income under US GAAP ... 154,264 125,204 86.826
Other comprehensive income (loss), net of tax:
Minimum pension liability adjustment ...........ccceiiiiii e - 792 (15)
Translation adjuStMENt............ueiiiiiiiieeeeae e (24) - 6,460
Total comprehensive income under US GAAP.........cccccceeeveveeeennnn. 154,240 125,996 93,271
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Note 29 — Differences between Chilean and Unitedabés Generally Accepted Accounting Principles (coimtued)

n) Effects of conforming to US GAAP (continued)

The adjustments required to conform shareholéersty amounts under Chilean GAAP to US GAAP are as

follows:
As of December 31,
2006 2005
ThUS$ ThUS$

Shareholders’ equity in accordance with Chilean GAR.............cccoiiiiiiiiennn. 1,085,949 1,020,416
Revaluation of property, plant and equipment: d&geaaph a)

a-1: Property, plant and equUiPMENt..........coooiirieiiniiiiee e (133,309) (133,768)

a-2: Accumulated deprecCiation ...............commeerrerereeeeeeeseiiiiiirreeerreeeeeseaenans 103,444 99,729
Deferred income taxes (paragraph D) ........cooecemeeveiiiiiiiicini e (22,627) (26,648)
Translation of foreign currency financial statensefparagraph c)

c-1: Property, plant and equipment..........cooeeeereree e (2,160) (2,377)

C-2: Accumulated deprecCiation ........... ... cccccreeeeeeeeriiii e e e e e aaeees 1,104 921

oG N |01V =T o1 7o ] YU RSPPRR (364) (728)

Lo €Yo o 111/ | o T PSR (335) (408)
Minimum dividend (paragraph f) .......ooo oo (42,383) (34,053)
Employer loans used to purchase shares (paragyapi.g.......cccccooeveiviviieinieneeeennnnn. (253) (288)
Staff severance indemnities (paragraph N) ..cccoeeeooiiiieii e (5,409) (4,926)
Derivatives (Paragraph i)..........uuueeiiiiiceieieie e 4,432 -
GOoOAWIll (PArAGraPN [) ....veeee et 5,763 3,813
Negative goodwill: (paragraph k)

k-1: Property, plant and eqUIPMENt..........coem e eeemrimiiiereee e e es s sereeiereeeeeees (5,084) (3,156)

k-1. Accumulated depreciation of property, pland @quipment...............cc..ceoee 1,910 1,796

k-2: Negative goOAWIll ............cceviiiiiiicee e e e e e 5,084 3,156

k-2: Accumulated amortization of negative goodwill.............cccccevvivieeeiiniiennen, (3,156) (3,088)
Capitalized interest (paragraph I) .........cooccmeeieeieeeeeeee

[-1: Property, plant and eqUIPMENL...........umerrreeeinineeee e 1,643 1,643

I-2: Amortization of capitalized INtEreSt ......ccuuevivieiiiiiiiiiiii e cceeceeeeees (274) (182)
Effect of minority interest on US GAAP adjustme(aragraph n) .......cccccceveveeeneiinnnns 614 1,001
Deferred income tax effect of the above US GAARisients (paragraph b) ............. (67) 589

Shareholders' equity in accordance with US GAAP.........ccccooiiiiiiiiiiiiiieeieeee, 994,522 923,442
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Note 29 — Differences between Chilean and Unitedabés Generally Accepted Accounting Principles (coimtued)
0) Effects of conforming to US GAAP, continued

The changes in the Shareholders’ equity accoutésrdmed under US GAAP are summarized as follows:

ThUS$

Balance at January 1, 2004..........oeiiiiieaiiiiiiie e 794,698
Reversal of accrued minimum dividend at DecembelB03.............cccvvveeerrinnennn. 14,026
Distribution of final 2003 diVIdeNnd ...........ccceeiiiiiiiiie e (23,192)
Accrued minimum dividend at December 31, 2004........cccccveeeeeeeiiiiiiiniiiieeeeeeeenn, (220)
Employer loans used to purchase Shares...........ccccovcviieiiniiiei e 338
Other comprenenSIVE INCOME.......ooiii ittt 6,445
Net iNCOME fOr tNE YEAI......coiiiiiie ittt 86,826

Balance at December 31, 2004.........ccooiiiuiiiiaiiiiiiee et 856,871
Reversal of accrued minimum dividend at DecembelB04 ..............ceeeeeeeeevnnnnnns 22,270
Distribution of final 2004 diVidend ...........cccccee e (48,118)
Accrued minimum dividend at December 31, 2005.........cceieieiiiiiiiiiiiiiiiieeeeeeeeennn (383)
Employer loans used to purchase Shares.......cccccceeeeviiiicciiiiiiieeee e 476
Other comprenensive INCOME ..........uviii i 792
Netincome for the Year...........uvviieiiiii e 125,204

Balance at December 31, 2005...........cocciiiiiiiiiieie e 923,442
Reversal of accrued minimum dividend at DecembePB05.............cocvveeeerrnneennn. 34,053
Distribution of final 2005 diVIdeNd ...........ccccceeie i (73,647)
Accrued minimum dividend at December 31, 2006.........ccccceeeeeeeeiiiiiiciniiiieeeeeeeenn, (323)
Employer loans used to purchase Shares.......cccccceeeeiiiicciiiiiiiecee e 35
Other COMPreNENSIVE 0SS ......coiiiiiiiie it (1,242)
Netincome for the Year...........uviviiiieii e 154,264

Balance at December 31, 2006 994,522
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Note 29 — Differences between Chilean and Unitedabés Generally Accepted Accounting Principles (coimtued)
Il. Additional Disclosure Requirements

The following disclosures are not generally recdii;e recommended for presentation in the finansiatements
under Chilean GAAP, but are required under US GAAP:

a) Earnings per share

The following disclosure of earnings per share rimi@tion is not generally required for presentationfinancial
statements under Chilean accounting principlessogquired under US GAAP:

2006 2005 2004
(Expressed in US dollars)
Basic and diluted earnings per share under ChiB&AP ........................ 0.54 0.43 0.28
Basic and diluted earnings per share under US GAAP.................cc.... 0.59 0.48 0.33
Dividends declared per share (1) ........cceveeeveeeriiiene e 0.35 0.28 0.18
Weighted average number of common shares outstafitiousands)...... 263,197 263,197 263,197

(1) Represents dividends declared and paid inrdaoge with Chilean GAAP,

The earnings per share data shown above is detirhindividing net income for both Chilean GAAP anfl GAAP
purposes by the weighted average number of shdresnamon stock outstanding during each year. Ferytbars
presented the Company did not have convertiblergigsuoutstanding.

b) Income taxes

The provision for income taxes differs from the ammoof income tax determined by applying the atidle Chilean
statutory income tax rate to pretax accountingnme@n a US GAAP basis as a result of the follovdiffigrences:

2006 2005 2004
ThUS$ ThUS$ ThUS$

Consolidated pretax income under US GAAP ....coueeeeeeeviiiiivieeeeiiiiiiian, 193,358 160,382 14B15
Y E= LLE (0] VA = V= L= PSSO OPRPPPPPPPTSPNE 17% 17% 17%
Theoretical tax at Statutory rate...........cceceeeeeeeirieiiiiiieieeeeeeee e 2,871 27,265 19,519
NON-deductiDle ITEMS ..o e 5,853 892 91
Difference in tax rates in foreign jurisdiCtions............cccccovcvveeeiincinenenn. 247 1,056 553
Valuation allOWaNCE ............ouvviiiiieee e e e e e e s e e e e re e e e e e e e e s e s snnnnees (4,420) 1,350 572

Total income tax under US GAAP ... 34,551 5B 20,735
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Note 29 — Differences between Chilean and Unitedg®s Generally Accepted Accounting Principles (coimued)
b) Income taxes (continued)

Deferred tax assets (liabilities) are summarizefbbews at December 31 under US GAAP.:

2006 2005
ThUS$ ThUuS$

Deferred Tax Assets
Allowance for doubtful debts.............cccovceeeieenee. 2,408 1,965
Vacation acCrual ..........oooovuveeeeiiimee e 1,411 1,322
Unrealized gains on sales of products................ 13,308 15,053
Provision for obsolescence ............cccccoceeeac e 2,283 2,075
Losses from derivative transactions.................... -
Tax loss carryforwards (1) ......ccccvvveveireeeeeeenenennnn. 31,969 40,624
Fair value acquisition adjustments....................... 841 2,535
OthEr oo 6,202 5,445

Gross deferred tax assets.......ccovvvceeeeeerenen, 58,422 69,019
Valuation allowance ..............eeeieeries s e (36,035) (35,706)

Total deferred tax assets...........cccceeveeviennnnn 22,387 33,313
Deferred Tax Liabilities
Production eXpenses ........ccccccevveeeeesecvenneeeeeeenns (18,613) (18,123)
Accelerated depreciation..............cceovsmmemeeeerenens (61,046) (58,031)
Staff severance indemnities .............ccceceeeeeeennnnn. (876) (1,611)
EXploration eXpenses.........ccccovvveeeesimereacsnneeeens (4,712) (5,375)
Capitalized INterest .......ccceeevveeieieeee e, (7,284) (6,288)
Gain from derivative transactions........................ (935) -
OthEr oo e (1,552) (329)

Total deferred tax liabilities............ccceeeeeeeiee, (95,018) (89,757)

(1) The Company’s tax loss carryforwards were pritpagenerated from losses incurred in Chile andxide.
In accordance with current laws, in Chile tax less®y be carried forward indefinitely and in Mexitey
expire after 10 years. For the years ended Dece&ihe2006, 2005 and 2004 the Company realizedfibene
from the use of tax loss carry forwards amountingThUS$ 9,037, ThUS$ 3,541 and ThUS$ 9,324,
respectively.

Tax loss carryforwards relate to the following ctiigs as of December 31:

2006 2005
ThUS$ ThUS$
Chil€ e 29,180 38,385
(O] 1 =] 2,789 2,239
o] = | 31,969 40,624
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Note 29 — Differences between Chilean and UnitedgBs Generally Accepted Accounting Principles (coimued)
b) Income taxes (continued)

The classification of the net deferred tax assedsliabilities detailed above is as follows:

2006 2005
ThUS$ Thuss$
] o 2 =T o P UPSUPPRR (5,406) 1,020
] g o T (T 1 SRR (67,225) (57,464)
Net deferred tax liabilities..........ccccceveeeeeriiiiinnnnnee, (72,631) (56,444)

The provision for income taxes in accordance wighGAAP is as follows:

2006 2005 2004
ThUS$ ThUS$ ThUS$
Income tax expense under Chilean GAAP (Note 13).... 37,916 32,527 27,308
Additional deferred tax under US GAAP................. 656 272 (551)
Reversal of complementary accounts.........coue.... (4,021) (2,236) (6,022)
Total tax provision US GAAP............ccceeeivvvievviiiiinn, 34,551 30,563 20,735

US GAAP before tax income related to Chile andifpreperations for the years ended December 34 fisllaws:

2006 2005 2004
ThUS$ ThUS$ ThUS$
L0 o T SRR 215,036 134,411 113,683
o =1 T [ FS S UUPRRRRRRR (21,678) 25,971 1,132
LI L = SRR 193,358 160,382 114,815

The portion of current and deferred taxes thatedléo Chile and foreign operations for the yeaideel December

31 in accordance with US GAAP is as follows:

2006 2005 2004
Deferred Current Total Deferred Current Total Deferred Current Total
ThUS$ ThUS$  ThUS$ ThUS$  ThUS$ ThUS$ ThUS$ ThUuS$  ThuS$
Chile....... 9,469 22,263 31,732 (5,777) 33,537 27,760 5,045 ,0014 19,046
Foreign.. 285 2,534 2,819 (1,088) 3,891 2,803 1,255 434 1,689
Total....... 9,754 24,797 34,551 (6,865) 37,428 30,563 6,300 14,435 20,735
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Note 29 — Differences between Chilean and UnitedgBs Generally Accepted Accounting Principles (coimued)
c) Other Comprehensive Income

In accordance with SFAS No. 1&gporting Comprehensive Incontike Company reports a measure of all changes in
shareholders’ equity that result from transactiand other economic events of the period other ttarsactions with
Comprehensiveorime is the total net income and other non-owneilitgqu
transactions that result in changes in net equity,

owners (“comprehensive income”).

The following represents accumulated other comprelkie income balances, net of tax, as of Decemibe2@04,

2005 and 2006:

Beginning balance ..............ccccoveeiiieeececinns
Translation adjustment ...............cccccceveeenes

Minimum pension liability adjustment

Net Change.......cceveeeeiiiiiiieee e
Ending balance .........cccccccoviiiiiiiieeeee,

Beginning balance .............ccoccoeeeiiiieeneennen.
Translation adjustment ...............cccccceveeenes

Minimum pension liability adjustment

Netchange.........ccccvrviiiiiiii e
Ending balance ............ccccoiiiiii e

Beginning balance ...,
Translation adjustment .................cccceeeeenes

Minimum pension liability adjustment

Netchange.........ccccvvviiviiiii e
Ending balance ............ccccoiiiiiiiiceee

Year ended December 31, 2004
Before-tax Tax (expense Net-of-tax

amount or benefit amount

ThUS$ ThUS$ ThUS$
..................... (7,710) 473 (7,237)
..................... 6,460 - 6,460
................... (24) 9 (15)
..................... 6,436 9 6,445
..................... (1,274) 482 (792)

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)
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Note 29 — Differences between Chilean and Unitedg®s Generally Accepted Accounting Principles (coimued)
d) Credit Agreements

The Company has renewable lines of credit arrangtfer short-term US dollar borrowings with vasoGhilean
and foreign banks totaling, in the aggregate to 8&% million and US$ 554 million at December 310@@&nd 2005,
respectively. There was US$ 564 million and US$ 46flion available as of December 31, 2006 and 2005
respectively. The Company pays no commitment feesuch credit lines and the average rate was LIBQRR
0.40%.

e) Lease commitments

The Company leases office facilities by way of aitd lease payable in installments through 201ith & bargain
purchase option at the end of the lease.

Minimum lease payments under the capital leaseem@ded in Other accounts payable and are asvllo

Minimum
lease

payments
Year ended December 31, ThUS$

274
274
274
275
160

Total future minimum lease payments .....ccccccceeeveeeeeeennnn. 1,257
11 =T TS O RRERRRR (212)
Present value of net minimum lease paymenits................ 1,045
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Note 29 — Differences between Chilean and Unitedgis Generally Accepted Accounting Principles (coimued)
e) Lease commitments (continued)

SQM Salar S.A., a consolidated subsidiary of then@any, entered into a contract with a governmeahag (Corfo)
for the rental of land for the purpose of explaratand exploitation of certain minerals. Rentalmegts are stated in
US dollars and are determined based on actual atisaftes through 2030 in accordance with specifes in the
agreement. Based on the agreement the Companyl paif$ 9,193, ThUS$ 6,752 and ThUS$ 4,910 in 22065
and 2004 respectively, including the minimum anmeatal, which was ThUS$ 4,547, ThUS$ 4,172 and SHU
3,477 for 2006, 2005 and 2004, respectively. Fuastimated minimum annual rentals are as follows:

Minimum
annual
rentals

Year ended December 31, ThUS$

4,458
4,458
4,458
4,458
4,458
TREICAMEI .. e 84,701

B o] =1 T 106,991

As of December 31, 2006, SQM Salar S.A. has accfoiethe royalty fee payment of ThUS$ 2,358 relatedhe
rental agreement maintained with Corfo.

f) Concentration of credit risk

Financial instruments, which potentially subject tBiompany to significant concentrations of creiik,rconsist
principally of cash, investments and trade accoretusivable.

The Company maintains cash and cash equivalentketahle securities, and certain other financiatriments
with various financial institutions. These finaridiastitutions are located in Chile and other paftshe world, and
the Company’s policy is designed to limit expostioeany one institution. The Company performs peciod
evaluations of the relative credit standing of éhiisancial institutions as part of the Compangigestment strategy.

Concentrations of credit risk with respect to tradeounts receivable are limited because of ttgelaumber of
entities comprising the Company's customer basdtaiddispersion around the world. The Compangkcy is to
require collateral (such as letters of credit, gntge clause or others) and/or maintain creditramse for certain
accounts as deemed necessary by management.
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Note 29 — Differences between Chilean and Unitedg®s Generally Accepted Accounting Principles (coimued)
Q) Foreign exchange gain and losses

For US GAAP presentation purposes, the net foreighange gains and losses on transactions in foreigencies
and UF amounted to ThUS$ (2,839), ThUS$ 5,391 dndiSB 3,000 in 2006, 2005 and 2004, respectively.

h) Advertising and Research and development costs

Advertising costs are expensed as incurred and atedto ThUS$ 1,699, ThUS$ 1,389 and ThUS$ 1,74 ¢hto
years ended December 31, 2006, 2005 and 2004 ciashe.

Research and development costs are expensed agdeand amounted to ThUS$ 2,429, ThUS$ 2,480 &iSh
1,803 for the years ended December 31, 2006, 2002@04.

i) Business combinations and goodwill

As described in paragraph | j) above the Compaoptadl SFAS 142 as of January 1, 2002, SFAS 142espl all
goodwill and identified intangible assets acquired business combination.

Changes in goodwill under US GAAP in the years dridecember 31, 2005 and 2006 are summarized asvioll

ThUS$
Balance at 31, 2004 ..........ccceeieeiiiiei e 17,756
Reassessment of PCS Yumbes goodwill................ 9,621
Goodwill on acquisition of SQM Dubai — Fzca........ 2,058
Impairment of Safnits investment.......................oe. (386)
Translation adjustment ...........cccccveee e v ecmme e e e e eeeenns 54
Balance at December 31, 2005............cccomeeeereennn. 29,103
Goodwill on acquisition of DSM business............... 11,373
Sale of Fertilizantes Olmeca................ceommmmreeveeeenn. (279)
Translation adjustment .............ceeeeeeesimenneeeennn 52
Balance at December 31, 2006............cccvueeeaeinnnn. 40,249
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Note 29 — Differences between Chilean and Unitedg®s Generally Accepted Accounting Principles (coimued)
i) Reclassification differences between Chilean GAR and US GAAP
(i)  Non-operating income and expense under US GA&lBulated in accordance with Chilean GAAP
The following reclassifications are required to foom to the presentation of Chilean GAAP income

statement information to that required under US ®AAhe reclassification amounts are determined in
accordance with Chilean GAAP.

2006 2005 2004
ThUS$ ThUS$ ThUS$
Non-operating income under Chilean GAAP ......ccovvvneeee. 19,293 16,433 20,829
Less:
Sale of mining CONCESSIONS..........covvvceeee e 1,252 298 635
Sale of material and SErviCes ...........cccevvcvvereeniiiieeennie, 75 438 190
INSUFANCE FECOVEIES ....ceiiiiiiiiiiee ettt e e e e 307 213 546
Write-off of liabilities ... 238 2,204 388
Payment discount obtained from suppliers ...cccce.cooeeee... 690 1,026 452
Rental of property, plant and equipment......cccccvvvvvnnnnnnn. 1,023 1,015 774
Compensation obtained from third parties ...................... 1 737 -
Other INCOME .....uuiiiiiiiiieie e e 1,251 1,899 1,118
Non-operating income as classified under US GAAR, b
calculated in accordance with Chilean GAAP...cceu........... 14,456 8,603 16,726
Non-operating expenses under Chilean GAAP ................. 55,341 50,755 38,420
Less:
Sales of material and ServiCes .............ueccremeereeriieneennnns 630 - -
WoOrk diSruption EXPENSES ........uvvvvvvrsmmmmmmeesvessennnnnnnnaanns 1,534 584 568
Increase in allowance for doubtful debts ..eeeeeeeniiineeeen. 129 151 2,500
Non-capitalizable exploration project expenses.............. 12,087 13,489 9,262
Unrecoverable taXes ........ccuvveiiiiiieeccmeee e 542 647 531
Provision for compensation and legal COStS.mmmmvveeren...... 1,010 7,986 533
Change of discount rate for staff severance indessni
o1 (0)Y/ 1= (o] o [P SRR - 678 -
Allowances for materials, spare parts and supplies........ 2,055 1,188 1,628
COoNSUItING SEIVICES ...ccveeeiei it e e e e e 281 314 175
DONALIONS ...eeeiiiiiiie ettt 458 896 533
PeNAILIES ....ceiiiiiieie s 2,500 238 161
Other EXPENSES .....uuiiiiiiiieiee e ee e e e esereaeeeee s 1,668 1,570 1,812
Non-operating expense as classified under US GAAP,
calculated in accordance with Chilean GAAP...ccu........... 32,447 23,014 20,717
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Note 29 — Differences between Chilean and UnitedgBs Generally Accepted Accounting Principles (coimued)
) Reclassification differences between Chilean GAP and US GAAP (continued)
(ii) Condensed financial statements under US GAAP

The following are summarized balance sheets ofGhmpany using a US GAAP presentation and amounts
determined in accordance with US GAAP:

a) As of December 31,

b) 2006 2005
Assets ThUS$ ThUS$
CUIrent aSSetS.......ccccuveviieieier e 849,958 743,692
Property, plant and equipment..............cceeeeeee., 1,507,568 1,287,448
Accumulated depreciation ................cceeveevemennnns (623,768) (528,195)
Property plant and equipment, net................... 883,800 759,253
(€70 T o 11 1 SR 40,249 29,103
Other @SSetS....uuiiiiiiiiiiiii e, 72,019 76,947

Total aSSetS ...oeeevveeieeeeeeee e 1,846,026 1,608,995

Liabilities and shareholders’ equity

Current liabilities ..........cccoeveiiiiiis e 241,210 464,852
Long-term liabilities............ccccvveieies e, 571,695 186,193
Minority iNterest..........oooviiiiiiiiiiiieeeceee e 38,599 34,508
Shareholders’ equity .......cccccvveeeeeiiiiiiceeeeeeeeeen, 994,522 923,442

Total liabilities and shareholders’ equity. 1,846,026 1,608,995
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Note 29 — Differences between Chilean and UnitedgBs Generally Accepted Accounting Principles (coimued)
) Reclassification differences between Chilean GAP and US GAAP (continued)

The condensed consolidated statements of incomehéoyears ended December 31 under US GAAP and
classified in accordance with US GAAP are preseatefbllows:

For the years ended December 31,

2006 2005 2004
Operating income ThUS$ ThUS$ ThUuS$
SAlES .. 1,042,886 895,970 788,516
COSt Of SAIES....uvveieiiiieee e e (767,679) (670,213) (618,211)
GroSS Margin........eeeeeeeeeeeeesisiiimeeeeeeeeeeeeens 275,207 225,757 170,305
Selling and administrative expense.............. (69,662) (61,878) (55,705)
Operating iNCOMEe .......cvevvieiieeieeeeee e, 205,545 163,879 114,600
Non-operating income and expense,.net...... (14,139) (6,093) (1,620)
INCOME tAXES ..vvvieieeeeeeeeee i e s s (34,551) (30,563) (20,735)
Minority interest .........ccccoveeveieees i (4,543) (4,615) (7,254)
Equity participation in income (loss) of related
COMPANIES, NEL ..uvviiiieieeeeee e 1,952 2,596 1,835
NEet iNCOME .....oeveiiiiiiiei e 154,264 125,204 86,826
Other comprehensive income (loss), net of
tax:
Minimum pension liability adjustment........... - 792 (15)
Translation adjustment.............ccceeeeree o (24) - 6,460
Deferred gain from sale of swap................... - - -
Total comprehensive income under US
GAAP 154,240 125,996 93,271
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Note 29 — Differences between Chilean and Uniteda®s Generally Accepted Accounting Principles (coimued)

k) Industry segment and geographic area information

The Company provides disclosures in accordance 8RAS 131Disclosures About Segments of an Enterprise and
Related Informatior{*"SFAS 131"), which establishes standards for répg information about operating segments in
annual financial statements as well as relatedadisoes about products and services and geograptés. Operating
segments are defined as components of an entegtrige which separate financial statement inforonasivailable is
evaluated regularly by the chief operating decisi@ker in making decisions about allocating resesiand assessing
performance. In accordance with SFAS 131, the Compas five segments, which are split into geogcgblareas:
Chile, Latin America and Caribbean except Chilerdpe, USA and Asia and other. In addition, the Camyp
evaluates also its performance by the followingugrof products: Specialty plant nutrition, lodinedaderivatives,
Lithium and derivatives, Industrial chemicals anth€s. The accounting policies of each segmentr@resame as
those described in the “Summary of Significant Actting Policies” (Note 2). The following segmentammation is
presented in accordance with US GAAP reporting irequents; however, the amounts have been deternimed

accordance with Chilean GAAP.

0] Sales by product type and by geographic avethke years ended December 31, 2006, 2005 and 2004

Latin America

and North Asia
Year ended December 31, 2006 Chile Caribbean (1) Europe America and other  Eliminations Total
ThUuSs$ ThUuS$ Thus$ ThUS$ ThUus$ Thus$ Thus$
Total sales:
Specialty plant nutrition................ 114,14 114,83t 203,17 201,90¢ 78,54* (209,762) 502,843
lodine and derivatives................. 165,81« 6,96¢ 159,78 155,99: 68,65 (339,468) 217,737
Lithium and derivatives................ 46 1,42: 95,34 49,65 83,78t (101,359) 128,888
Industrial chemicals..................... 3,675 12,79¢ 57,36 83,61¢ 11,55¢ (97,718) 71,284
Others (2)......ccccvveveennn. 301,67 9,06¢ 9,68¢ 69,45¢ 8,15¢ (275,903) 122,13
Total...veeeiiieiiiiiiiis e 585,35 145,08 525,34« 560,62« 250,69: (1,024,210 1,042,8815
Transfers between geographic
areas:
Specialty plant nutrition................ 25,90z 11,487 66,20¢ 70,751 35,41( (209,762 -
lodine and derivatives................. 163,94 - 66,927 74,93« 33,66¢ (339,468 -
Lithium and derivatives................ - 8 39,33¢ 17,77 44,24 (101,359 -
Industrial chemicals..................... 1,206 3,14« 29,62: 52,58¢ 11,16: (97,718 -
Others (2) ...ceeeeieieeeiee e 229,48’ 1,90¢ - 36,36: 8,15¢ (275,903 -
B I0] -1 420,53 16,54 202,09! 252,40¢ 132,63. (1,024,21C -
Sales to unaffiliated customers:
Specialty plant nutrition 88,24: 103,35: 136,96¢ 131,14¢ 43,13t 502,843
lodine and derivatives.............. 1,871 6,96: 92,85¢ 81,05¢ 34,98° 217,737
Lithium and derivatives............ 46 1,41« 56,00: 31,88( 39,54¢ 128,888
Industrial chemicals.................. 2,46¢ 9,651 27,73¢ 31,03 394 71,284
Others (2)..cccoveeveeeiiiiiiieee e meee 72,19: 7,16( 9,68¢ 33,09¢ - 122,134
Total..oovveeeeeiieeiieeee e 164,82( 128,54 323,24¢ 308,21! 118,06: 1,042,885

(1) In all tables in the segment information ttégion excludes Chile.

(2) Includes revenues from imported fertilizergritimited in Chile and Mexico and potassium chloride
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Note 29 — Differences between Chilean and Uniteda®s Generally Accepted Accounting Principles (comtued)
k) Industry segment and geographic area informatior(continued)

0] Sales by product type and by geographic argatde years ended December 31, 2006, 2005 and 2004
(continued)

Latin
America
and North Asia
Year ended December 31, 2005 Chile Caribbean  Europe America and other  Eliminations Total
ThUuS$ ThUus$ Thus$ Thus$ Thus$ ThUus$ ThuSs$
Total sales:
Specialty plant nutrition................ 135,86« 114,05! 267,57: 194,05( 55,46¢ (279,205 487,804
lodine and derivatives................. 84,22( 8,11« 115,63¢ 115,03: 43,61t (217,511 149,104
Lithium and derivatives................ 37¢ 1,21: 72,27 37,91° 21,12¢ (51,548 81,360
Industrial chemicals..................... 6,627 12,24t 79,61: 88,54! 1,52¢ (118,073 70,482
(@10 1T £ 207,32: 8,16¢ 10,33¢ 59,17° 46 (177,824 107,220
B I0] -1 434,41 143,79: 545,42! 494,72: 121,78 (844,161 895,970
Transfers between geographic
areas:
Specialty plant nutrition................ 47,72 9,15¢ 131,27¢ 72,55 18,49¢ (279,205 -
lodine and derivatives................. 82,76¢ 46( 60,48: 56,31¢ 17,48¢ (217,511 -
Lithium and derivatives................ 12 52 38,18( 12,13: 1,172 (51,548 -
Industrial chemicals..................... 1,931 4,22¢ 53,37 57,33° 1,20¢ (118,073 -
Others 145,89: 1,70¢ 3,817 26,37t 29 (177,824 -
Total 278,32! 15,60 287,12 224,71 38,38¢ (844,161 -
Sales to unaffiliated customers:
Specialty plant nutrition................ 88,14 104,90( 136,29: 121,49¢ 36,97( - 487,804
lodine and derivatives................. 1,45¢ 7,65¢ 55,15 58,71« 26,12¢ - 149,104
367 1,161 34,09: 25,78¢ 19,95¢ - 81,360
4,69¢ 8,01¢ 26,24( 31,20¢ 32z - 70,482
61,42° 6,45¢ 6,51¢ 32,80: 17 - 107,220
156,08¢ 128,18 258,29t 270,00° 83,39¢ - 895,970

F-76



Sociedad Quimica y Minera De Chile S.A. and Subsigliies
Notes to the Audited Consolidated Financial Statenmgs
(Expressed in thousands of US dollars, except asited)

Note 29 — Differences between Chilean and Uniteda®s Generally Accepted Accounting Principles (comtued)

k) Industry segment and geographic area informatior(continued)

0] Sales by product type and by geographic argatde years ended December 31, 2006, 2005 and 2004

(continued)

Latin
America Asia
and North and other  Eliminations
Year ended December 31, 2004 Chile Caribbean  Europe America Total
ThUS$ ThUS$ ThUS$ ThUS$ ThUS$ ThUS$ ThUS$
Total sales:
Specialty plant nutrition 131,09( 95,16: 258,14¢ 171,13( 17,92¢ (244,723 428,737
lodine and derivatives...... 58,47¢ 6,50¢ 69,70¢ 80,39¢ 42,46( (147,052 110,495
Lithium and derivatives 73€ 397 50,24t 26,12 32,69¢ (47,579 62,622
Industrial chemicals..................... 2,23¢ 13,35: 82,80¢ 77,99: 30¢ (109,851 66,850
Others ....coeeiieeecee e 168,59t 6,88 12,96¢ 53,71¢ 10z (122,452 119,812
Total oo 361,13¢ 122,29 473,87 409,36! 93,49¢ (671,657 788,516
Transfers between geographic
areas:
Specialty plant nutrition................ 50,67 6,091 129,09¢ 58,48¢ 374 (244,723 -
lodine and derivatives................. 57,85 47 31,84: 36,91¢ 20,39 (147,052 -
Lithium and derivatives................ 30¢ - 24,20¢ 7,33¢ 15,73: (47,579 -
Industrial chemicals..................... 1,45( 3,43¢ 54,69( 50,09¢ 177 (109,851 -
Others 92,01" 1,657 5,74¢ 23,01¢ 13 (122,452 -
Total 202,29: 11,23 245,58! 175,85¢ 36,68¢ (671,657 -
Sales to unaffiliated customers:
Specialty plant nutrition................ 80,41¢ 89,07: 129,05: 112,64: 17,55¢ - 428,737
lodine and derivatives................. 62¢ 6,45¢ 37,86 43,48( 22,06¢ - 110,495
432 397 26,03¢ 18,78t 16,96¢ - 62,622
78¢ 9,91¢ 28,11¢ 27,89¢ 132 - 66,850
76,57¢ 5,22¢ 7,22 30,69: 8¢ - 119,812
158,84t 111,06t 228,28t 233,50t 56,81( - 788,516
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Note 29 — Differences between Chilean and Uniteda®s Generally Accepted Accounting Principles (comtued)
k) Industry segment and geographic area informatior(continued)

(i)  Other segment information as of and for tle&ass ended December 31, 2006, 2005 and 2004:

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...........ccccceeuunee.. 75,28( - - - - - 75,28(0)
Maria Elena .........ccceeeeeeeeiiivinnenens 147,08( - - - - - 147,080
COYa SUM oo 93,32( - - - - - 93,320
Pampa Blanca............ccccvvvveeennn, 3,41( - - - - - 3,410
Nueva Victoria.......cccceevvveeiiieeeann 112,88( - - - - - 112,880
Salar de Atacama...........ccceeeueeee. 239,64( - - - - - 239,640
Salar del Carmen..........ccccoeeenee. 48,11( - - - - - 48,110
Others ..o 4,16¢ - - 23,03t 6,707 - 33,91..

Sub-total production facilities... 723,88 - - 23,03t 6,705 - 753,631
Port facility (1)....ccceeeeeiviiiveiieneennn, 21,69: - - - - - 21,692
Other property, plant and
EqUIPMENt ... 130,25( - - - - - 130,250
Assets of commercial locations.... 6,61¢ 64,28: 3,11t 2,41 55¢ (62,627 14,352
Investments in related companies 835,91! 15,60 18,96: 48,20: - (900,353 18,329
(€70 oo 1] | 25,34¢ 131 10,85: - - - 36,33..
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¢ 75,40: 7,262 (1,844,313 1,025,327
Expenditures on long-lived assets 284,63 9C 14,08: 80z 31¢ - 299,932
Export by region...........ccccvveeeenn. - 122,39: 183,87: 187,78: 133,01t - 627,06:}

QD The Company'’s principal production facilitiese docated near its mines and extraction faciliiesorthern

Chile. The following table sets forth the principabduction facilities as of December 31, 2006,280d 2004:

Location: Products:

Pedro de Valdivia Nitrate, sulfate and iodine prdn

Maria Elena Nitrate, sulfate and iodine production

Coya Sur Nitrate, sulfate and iodine production

Pampa Blanca Concentrated nitrate salts and iqutv@uction

Nueva Victoria lodine production

Salar de Atacama Potassium chloride, lithium ctlrpotassium sulfate and boric acid
Salar del Carmen Lithium carbonate and lithium bydfe production, Boron production
Tocopilla Port facilities

(2) In all tables in the segment disclosure thagegory includes principally assets that may notabsigned to
production facilities and investments hold by hogdentities within the group.
Note 29 — Differences between Chilean and Unitedg®és Generally Accepted Accounting Principles (coimtued)
k) Industry segment and geographic area informatior(continued)

(i)  Other segment information as of and for tleass ended December 31, 2006, 2005 and 2004:
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Latin
America Asia
As of and for the year ended and North and other  Eliminations
December 31, 2005 Chile Caribbean  Europe America Total
ThUS$ ThUus$ ThUuSs$ ThUuSs$ ThUuS$ ThUus$ ThUS$

Production facilities:
Pedro de Valdivia............cccvee.... 73,91( - - - - - 73,910
Maria Elena ........ccccocccvvvvveeeeenne. 103,26( - - - - - 103,260
COYa SUM oot 60,22( - - - - - 60,220
Pampa Blanca...........cccccvvvveeennn, 18C - - - - - 18C
Nueva Victoria.......ccoovveeeeeiiiiiirin 92,38( - - - - - 92,380
Salar de Atacama.........ccccceeeeennee 243,14( - - - - - 243,140
Salar del Carmen 41,08( - - - - - 41,080
Others ....coeeiiieee e 1,477 - - 24,64 7,28¢ - 33,407

Sub-total production facilities... 615,64 - - 24,64 7,28¢ - 647,577
Port facCility ........coovevviiieiieiiiicen, 19,77¢ - - - - - 19,776
Other property, plant and
EqUIPMENt ... 112,75¢ - - - - - 112,759
Assets of commercial locations.... 6,842 47,37¢ 3,61: 6,51¢ 237 (1,852 62,738
Investments in related companies 684,21« 24,12: 19,99: 53,94¢ - (761,600 20,676
GoOdWIll ... 27,05t 154 - - - - 27,209
Other non-current assets............. 884,14 14C 6 1,807 - (879,046 7,050

Total long-lived assets............. 2,350,43 71,79¢ 23,61( 86,91¢ 7,52¢ (1,642,498 897,785
Expenditures on long-lived assets 199,24: 10z 2,15¢ 1,26¢ - - 202,771
Export by region ..........ccccccveenee. - 116,42 243,96 172,06( 51,90¢ - 584,359
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Note 29 — Differences between Chilean and Uniteda®s Generally Accepted Accounting Principles (comtued)

k) Industry segment and geographic area informatior(continued)

(i)  Other segment information as of and for tle&ss ended December 31, 2006, 2005 and 2004:

Latin
America Asia
As of and for the year ended and North and other  Eliminations
December 31, 2004 Chile Caribbean  Europe America Total
ThUS$ ThUS$ ThUS$ ThUS$ ThUS$ ThUS$ ThUS$

Production facilities:
Pedro de Valdivia...........ccccceeuunee.. 45,32( - - - - - 45,320
Maria Elena .........ccceeeeeeeeiiivinnenens 101,42( - - - - - 101,420
COYa SUM oo 46,21( - - - - - 46,210
Pampa Blanca............ccccvvvveeennn, 1,48( - - - - - 1,480
Nueva Victoria.......cccceevvveeiiieeeann 25,33( - - - - - 25,330
Salar de Atacama...........ccceeeueeee. 244,45( - - - - - 244,45()
Salar del Carmen 39,13( - - - - - 39,130
Others ..o 2,03¢ - - 26,31¢ - - 28,356

Sub-total production facilities... 505,37¢ - - 26,31¢ - - 531,696
Port facility ........ccoovveeiiiiiiiieeee 21,14¢ - - - - - 21,146
Other property, plant and
EqUIPMENt ... 126,68: - - - - - 126,683
Assets of commercial locations.... 6,37 5,84¢ 1,43 9,65( 22¢ (7,140 16,392
Investments in related companies 897,29: 9,51t 9,941 58,03: - (958,792 15,987
(€70 oo 1] | 16,95: 177 341 - - - 17,470
Other non-current assets............. 913,46 - - 1,94( - (858,856 56,548

Total long-lived assets............. 2,487,28 15,54. 11,71¢ 95,94( 22¢ (1,824,788 785,922
Expenditures on long-lived assets 87,30¢ 132 2,48¢ 61€ 13 - 90,558
Export by region...........ccccvveeeenn. - 102,26t 171,86: 142,97( 43,12« - 460,221
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Note 29 — Differences between Chilean and Unitedg®s Generally Accepted Accounting Principles (coimued)
) Estimated Fair Value of Financial Instruments ard Derivative Financial Instruments

The accompanying tables provide disclosure of thimated fair value of financial instruments ownieg the
Company. Various limitations are inherent in thegentation, including the following:
- The data excludes non-financial assets andili@iil such as property, plant and equipment, aadlill.

- While the data represents management’'s best asSmthe data is subjective and involves significa
estimates regarding current economic and marketittons and risk characteristics,

The methodologies and assumptions used dependdarths and risk characteristics of the varioustunsents and
include the following:

- Cash and time deposits approximate fair valuabse of the short-term maturity of these instrusent
- Marketable securities with a readily determinahbeket value are recorded at fair value,

- Current liabilities that are contracted at valealmterest rates, are considered to have a fairevaqual to
book value.

- For interest-bearing liabilities with an origir@ntractual maturity of greater than one year fdlirevalues are
calculated by discounting contractual cash flowsuatent market origination rates with similar term

- For forward contracts and swap agreements, &uevis determined using quoted market pricesnaitial
instruments with similar characteristics.

The following is a detail of the Company’s finardizstruments’ Chilean GAAP carrying amount andreated fair
value:

As of December 31,

2006 2005

US GAAP US GAAP

Carrying Estimated Carrying Estimated

Amount Fair Value Amount Fair Value

ThUS$ ThUS$ ThUS$ ThUS$
Assets:
Cash and cash equivalents........................ 183,943 183,943 147,956 147,956
Short-term accounts receivable.................. 247,650 247,650 222,032 222,032
Long-term accounts receivable.................. 2,388 2,388 2,379 2,379
Derivative instruments ...........cccceeeeee e semee. 5,498 5,498 - -
Liabilities:
Short-term bank debt.............ccccvvveer e, 58,350 58,350 85,022 85,022
Short-term notes and accounts payable..... 87,164 87,164 78,990 78,990
Derivative instruments ..........ccccceeeeeees e 219 219 163 163
Current and long-term portions of long-term
bank debt..........ccoiiiii 484,981 495,761 304,881 304,835

Long-term other accounts payable............ 849 849 1,065 1,065
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Note 29 — Differences between Chilean and Unitedg®s Generally Accepted Accounting Principles (coimued)

m) Post-retirement obligations and staff severancedemnities

The Company’s subsidiary SQM North America Corgorathas a defined benefit, noncontributory pengitan
covering substantially all employees who qualift@sige and length of service. Plan benefits asedan years of
service and the employee’s highest five-year awe@gnpensation during the last ten years of emptoynirhe

plan’s assets consist primarily of equity mutualds and group annuity contracts.

In September 2002, the Board of Directors of SQMtINé&merica Corporation voted to suspend the plach @& a
result after December 31, 2002, participants doeaoh additional benefits for future services. Saction resulted
in a curtailment loss (equal to the amount of uogeized prior service cost) of approximately US%hiBion for

the year ended December 31, 2002.

Assumptions used in determining the actuarial pregalue of the projected benefit obligation aDaicember 31

are as follows:

2006 2005
Weighted-average discount rate .............occcceeevvevvevvvnnnnnns 7.0% 7.5%
Rate of increase in compensation levels......................... 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 detediased upon past investment experience and pleetexion for

future experience.
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Note 29 — Differences between Chilean and UnitedgBs Generally Accepted Accounting Principles (coimued)
m) Post-retirement obligations and staff severareindemnities (continued)

The following table sets forth the plan’s fundealtiss and amounts recognized in the consolidatethbalsheet as
of December 31:

2006 2005 2004
ThUS$ ThUS$ ThUS$
Change in benefit obligation:
Benefit obligation at beginning of year..............ccccco..... 5,184 5,080 4,831
SEIVICE COSE.eiiiiiiiiiiiiiiiiet et 17 16 15
INEErESt COSE ..oovviiieiiii e 381 369 362
ACLUANIAI [OSS ....ovviiiiiiiiiiiie e 359 (37) 115
Benefits paid........cccevviiiiieeeieie i e (245) (244) (243)
Benefit obligation at end of the year ...........cccccocvveeeen, 5,696 5,184 5,080
Change in plan assets:
Fair value of plan assets at beginning of year.............. 5,223 4,967 4,713
Employer contributions .............ccoooiiiiicmmmeeeeeeceee e, 18 - 82
Actual return (loss) on plan assets........ccccceeveviecccmmnnnes 625 500 414
Benefits paid........cccuvviiiiieeeeiieic s e (245) (244) (243)
Fair value of plan assets at end of year....ccccceeeeeee.e... 5,621 5,223 4,966
Funded Status ........oooeeeiiiiiiiiie e s (75) 39 (114)
Unrecognized transitional asset ..........cccccceveeeccineiiiennns - -
Unrecognized net actuarial 10SS ........coovevveeeiviinieiieeeenn, 1,133 1,133 1,165
Adjustment to recognize minimum pension liability......... (1,208) (1,094) (1,279)
Accrued pension (liability)/ prepaid pension cast............ (75) 39 (114)

Net periodic pension expense was comprised ofalh@ifing components for the years ended Decembg2@14,
2005 and 2006:

2006 2005 2004
ThUS$ ThUS$ ThUS$
Service cost or benefits earned during the periad........... 17 16 15
Interest cost on benefit obligation .............cccccvvvvimneeenen. 381 369 362
Actual return on plan assets .........ccccevveeviiiiee e (625) (500) (414)
Amortization of unrecognized transitional asset.............. - - -
OhEr oo 236 147 91
Net periodic pension EXPENSE..........ccccerrevevromereerennnns 9 32 54
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Note 29 — Differences between Chilean and Unitedg®s Generally Accepted Accounting Principles (coimued)
m) Post-retirement obligations and staff severareindemnities (continued)

The plan’s asset allocations by asset category Be@ember 31 are as follows:

2006 2005
GrOWEN SECUTILIES ... meem e e e e 53% 68%
Treasury SECUIMLIES .........covuvvvveiiiriiimmmmmme e e e e e e e eeeeeeeeeeseeannnee s - 1%
International SECUNIIES ........coviiiivvei e 21% 15%
Growth & iINCOME SECUITIES.......cvvvvniives e e s e e e eeenn 25% 15%
Money market funds ..........cceeeeeiiiiiiiicce e 1% 1%
o ] = | 100% 100%

The transition liability (asset) re-established Yamuary 1, 1992 is being amortized in level amoonts 11.66
years. As of January 1, 2003, the transition dssebeen fully amortized.

The excess of the unrecognized (gain) or lossniih @ver the larger of 10% of the projected benafiigation or
10% of the market related value of assets is apsattin level amounts over 12-48 years.

All unrecognized prior service costs have been idensd fully amortized as a result of the Decentier 2002
curtailment brought about as the result of the Ddasr 31, 2002 cessation of benefit accruals.

As of December 31, 2006 the pension plan benefjis@ed to be paid in the future are as follows:

ThUS$
2007 253
2008 274
2009 340
2010 356
2011 396
Years 2012-2015 2,504

n) Cash and cash equivalents

Under Chilean GAAP cash and cash equivalents arsidered to be all highly liquid investments witheanaining
maturity of less than 90 days as of the closing dditthe financial statements, whereas, US GAARsidens cash
and cash equivalents to be all highly liquid inmestits with an original maturity date of less th@ndays. The
difference between the balance under US GAAP anl@&@hGAAP of cash and cash equivalents is not riadter
the periods presented.

Under US GAAP, the cash movements of subsidianeshe development stage would be included in the

consolidated statement of cash flows, as desciibpdragraph | e). The effect on the consolidatatement of cash
flows is not material for the periods presented.
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Sociedad Quimica y Minera De Chile S.A. and Subsigliies
Notes to the Audited Consolidated Financial Statenmgs
(Expressed in thousands of US dollars, except asited)

Note 29 — Differences between Chilean and Unitedg®s Generally Accepted Accounting Principles (coimued)
0) Restricted assets

The amount of consolidated retained earnings tbptesents undistributed earnings of 50% or lessstees
accounted for by the equity method amounts to ThU8$4, as of December 31, 2006.

p) Recently issued accounting pronouncements
FIN 48 “Accounting for Uncertainty in Income Taxes”

In July 2006, the FASB issued FASB Interpretation. M8 (“FIN 48”), “Accounting for Uncertainty in Income
Taxe$. FIN 48 is an interpretation of SFAS No. 10Actounting for Income Taxgsand seeks to reduce the
diversity in practice associated with certain atpet measurement and recognition in accountingnioome taxes.
FIN 48 clarifies the accounting for income taxesgsgscribing a minimum threshold a tax positiomequired to
meet before being recognized in the financial statgs. In addition, FIN 48 provides guidance oredegnition,
classification, interest and penalties, accounitingpterim periods and requires expanded disclostitie respect to
the uncertainty in income taxes. FIN 48 is effextas of the beginning of our 2007 fiscal year. Theulative
effect, if any, of applying FIN 48 is to be repaltas an adjustment to the opening balance of extaarnings in the
year of adoption. Management is currently evahgathe effect of this interpretation on the Compamgsults of
operations and financial condition.
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Statements.

Exhibit 8.1

Significant Subsidiaries of Sociedad Quimica y Mina de Chile S.A.

Name of Subsidiary

SQM Industrial S.A.

SQM Nitratos S.A.

SQM Salar S.A.

Minera Nueva Victoria S.A.

Servicios Integrales de Transito y Transferencha S
Soquimich Comercial S.A.

SQM North America Corp.

SQM Europe N.V.

For a complete list of foreign and domestic sulbsies see

Country of Incorporation
Chile
Chile
Chile
Chile
Chile
Chile
USA
Belgium

Note 2 a) to the Consolidated Financial



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-5ociedad Quimica y Minera de Chile S.A;

2. Based on my knowledge, this report does notatorany untrue statement of a material fact ort dmistate a
material fact necessary to make the statements,rimalight of the circumstances under which suetieshents were
made, not misleading with respect to the periodceoed 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 @t 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) andirke responsible for establishing and maintainiisgldsure
controls and procedures (as defined in ExchangeRAtgeés 13a-15(e) and 15d-15(e) and internal cordvelr
financial reporting (as defined in Exchange Actdaul3a- 15 (f) and 15d-15(f) for the company angtha

(a) Designed such disclosure controls and procsdorecaused such disclosure controls and procedaoree
designed under our supervision, to ensure thatriahteformation relating to the company, includiitg
consolidated subsidiaries, is made known to us there within those entities, particularly duringsth
period in which this report is being prepared;

(b) Designed such internal control over financimegarting, or caused such internal control over rigial
reporting to be designed under our supervisiopréwide reasonable assurance regarding the rétjabfl
financial reporting and the preparation of finaha&tements for external purposes in concordaritte w
generally accepted accounting principles;

(c) Evaluated the effectiveness of the company&ldsure controls and procedures and presentelisn t
report our conclusions about the effectivenest®fdisclosure controls and procedures, as of thetthe
period covered by this report based on such evalyand

(d) Disclosed in this report any change in the canys internal control over financial reporting tleecurred
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) andadve disclosed, based on our most recent evatuafi;ternal
control over financial reporting, to the compangsditors and the audit committee of the compangard of
directors (or persons performing the equivalentfioms):

(a) All significant deficiencies and material weakses in the design or operation of internal cormtver
financial reporting which are reasonably likelyamversely affect the company’s ability to recondigess,
summarize and report financial information; and

(b) Any fraud, whether or not material, that invedvmanagement or other employees who have a smmifi
role in the company'’s internal control over finaaaieporting.

[s/ Patricio Contesse G.
Name: Patricio Contesse G.
Title: Chief Executive Officer
Date: June 29, 2007




Exhibit 12.2

CHIEF FINANCIAL OFFICER CERTIFICATION
(Pursuant to Section 302)

I, Ricardo Ramos, certify that:
1. I have reviewed this annual report on Form 2ff-5ociedad Quimica y Minera de Chile S.A,;

2. Based on my knowledge, this report does notatorany untrue statement of a material fact ortdmistate a
material fact necessary to make the statements,rimalight of the circumstances under which suetieshents were
made, not misleading with respect to the periodceoed 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¢bepany as of, and
for, the periods presented in this report;

4. The company’s other certifying officer(s) andirke responsible for establishing and maintainiisgldsure
controls and procedures (as defined in ExchangeRAdes 13a-15(e) and 15d-15(e) and internal cordvelr
financial reporting (as defined in Exchange Actdaul3a- 15 (f) and 15d-15(f) for the company angtha

(a) Designed such disclosure controls and procsdorecaused such disclosure controls and procedaoree
designed under our supervision, to ensure thatriahteformation relating to the company, includiitg
consolidated subsidiaries, is made known to us there within those entities, particularly duringsth
period in which this report is being prepared;

(b) Designed such internal control over financimegarting, or caused such internal control over rigial
reporting to be designed under our supervisiopréwide reasonable assurance regarding the rétjabfl
financial reporting and the preparation of finahagtements for external purposes in concordaritte w
generally accepted accounting principles;

(c) Evaluated the effectiveness of the company&ldsure controls and procedures and presentelisn t
report our conclusions about the effectivenest®fdisclosure controls and procedures, as of thetthe
period covered by this report based on such evalyand

(d) Disclosed in this report any change in the canys internal control over financial reporting tleecurred
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) andadve disclosed, based on our most recent evatuafi;ternal
control over financial reporting, to the compangsditors and the audit committee of the compangard of
directors (or persons performing the equivalentfioms):

(a) All significant deficiencies and material weakses in the design or operation of internal cormtver
financial reporting which are reasonably likelyamversely affect the company’s ability to recondigess,
summarize and report financial information; and

(b) Any fraud, whether or not material, that invedvmanagement or other employees who have a smmifi
role in the company'’s internal control over finaaaieporting.

/s/ Ricardo Ramos R.

Name: Ricardo Ramos R.

Title: Chief Financial Officer and Business Deygitent Senior Vice President
Date: June 29, 2007




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 oclBdad Quimica y Minera de Chile S.A. (“SQM”), aroration
incorporated under the laws of the Republic ofl&€htertify, pursuant to 18 U.S.C. Section 1350,adspted
pursuant to Section 906 of the Sarbanes-Oxley A2062, that to my knowledge:

1. The Annual Report of SQM on Form 20-F for trexdil year ended December 31, 2006, as filed wih th
Securities and Exchange Commission, fully comphkiéh the requirements of Section 13(a) or 15(djhef
Securities Exchange Act of 1934; and

2. The information contained in such Annual Report~orm 20-F fairly presents, in all material retpethe
financial condition and results of operations ofMEQ

[s/ Patricio Contesse G.
Name: Patricio Contesse G.
Title: Chief Executive Officer
Date: June 29, 2007




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 A2062, that to my knowledge:

1. The Annual Report of SQM on Form 20-F for trexdil year ended December 31, 2006, as filed wih th
Securities and Exchange Commission, fully comphiéh the requirements of Section 13(a) or 15(djhef
Securities Exchange Act of 1934; and

2. The information contained in such Annual Report~orm 20-F fairly presents, in all material regpethe
financial condition and results of operations ofM&EQ

/sl Ricardo Ramos R.

Name: Ricardo Ramos R.

Title: Chief Financial Officer and Business Deyattent Senior Vice President
Date: June 29, 2007




