






Advertisement by Code/co in Mining 

Annual Review 1976 (right) and the cover 

of the new Chilean Mining Code of 1983. 

The official English translation of the law 

on mining concessions (law no 18.097) 

was published in International Legal 

Materials. 
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Depletion allowance 

The regime of private ownership of mines 
is coherent with the depletion allowance 
system. If the deposit is of private owner­
ship, it may be considered part of a fixed 
asset and therefore the right to a deple­
tion allowance could be claimed as long 
as reserves are being used. This would 
mean an annual deduction from the tax­
able base in the balance sheet. Thus, the 

taxation is reduced and consequently the 
participation of the State is also reduced. 

On the other hand, if there is a conces­

sion system the resource belongs to the 
State and therefore, there would be no 

bases to claim a deduction for deprecia­
tion of the mineral stock. 

Although the legislation does not in­

clude this deduction, a system of owner­

ship would give a better justification to 
ask for a reform that did include it. 

Paralization of the subsoil 

It is possible for an investor to have dif-
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CHILE: THE COUNTRY WITH THE 

LARGEST AND MOST FAVOURABLE 

COPPER RESOURCES OF THE WORLD 

Chile supplies 13% of the world's consump­
tion of primary copper which is expected to 
double in the next twenty years. 

Main unexploited 
orebodies 

Mocha ------le-

Its copper sources represent 30% of the Ce,ro Colo,ado 
world"s estimated reserves. Most of these 
Chilean resources are contained in high 
grade porphyry copper deposits located in 
well delineated metallogenic belts (over 
2,000km. long) where presently the largest 
world deposits are being mined. These 
reserves justify the development of larger 
copper mining undertakings, which would 
have a favourable geographic location (under 
200km. from the coast) allowing an all-year 
round operation. 

Chile has a copper mining tradition of more 
than 150 years. Today it is offering adequate 
incentives and a favourable climate to 
foreign investors for exploration, develop­
ment and mining of new reserves,_ thereby 
ensuring a source of supply to meet the 
growing demand for copper in the coming 
years. 

The active interest being shown by a number 
pf companies from different parts · of the 
world, to enter into new copper mining 
activities, confirms the high potential and 
attractive prospects of the Chilean copper 
resources. 

Five largest mines 
in production 
(Gran Mineria) 
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ferent interests from those of the State as 

to the proper time to exploit a deposit, 
because of long term strategic supply con­

siderations, exploitation priorities among 
different concessions in the world, or par­

ticipation in competing industries, wheth­
er they are of copper or substitutes. 

ceived risk the higher the expected rate of 
return the investor will need in order to 
decide carrying out the project. So there 

would be mines that eventually would 
not be operated even if it was convenient 

to do so under conditions of less risk. 

Actually a well conceived concession 
system should not imply greater risk than 
the property system. In most countries 

the system used is that of concessions, 
and this neither prevents investment nor 

increases risks. 

The system of mining royalties, which 
is coherent with the concession system, 
might allow a regulation of this situation. 
To a certain extent, if it were possible to 

gradually raise the value of mining royal­
ties while the deposit is not in operation, 
this would encourage to speed up the pro­
duction phase or to sell the concession to 
someone who is interested in developing 
the mine. 

Risk 

It is important to consider the risk per­
ceived by the investor under one system 
or the other relating to the assurances 

given by each one. The greater the per-

The stability of either regime - owner­

ship or concession - and therefore the in­
herent risks of each one, depends on the 
political attitude of the host country to­
wards foreign investment. This in turn is 
influenced, as some authors have held, by 
the appropriateness and the coherence of 
the Investment Agreement's terms with 
the worldwide tendency of these terms, 
as well as the degree of harmony in the re­
lationship between the parties involved. ■ 
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