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Santiago, 7 de marzo de 2022

Senor 

Joaquín Cortez Huerta
Presidente Comisi6n para el Mercado Financiero 
Presente 

En cumplimiento a lo establecido en la Resoluci6n exenta N
° 549 de fecha 23 de 

septiembre de 2005, y sus complementos, adjunto sirvase encontrar los Estados 
Financieros, Memoria y Declaraci6n Jurada de Responsabilidad de Sociedad 
Contractual Minera El Abra, RUT 96.701.340-4, por el año  terminado al 31 de 
diciembre de 2021. 

Los Estados Financieros antes mencionados, han sido preparados en d6Iares y de 
acuerdo a normas internacionales de informaci6n financiera (NIIF o IFRS en ingles), 
e incluyen Estado de Situaci6n Financiera, Estado de Resultados lntegrales, Estado 
de Cambios en el Patrimonio Neto, Estado de Flujos de Efectivo y Notas a los 
Estados Financieros. 

Sin otro particular, le saluda muy atentamente, 

epresentante Legal 

RUBEN FUNES M. 
PRESIDENTE y

GERENTE GENERAi.

Una Empresa Operada por Freeport-McMoRan Copper & Gold Inc. 
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DECLARACION JURADA DE RESPONSABILIDAD 

Nombre de la Compania: Sociedad Contractual Minera El Abra 
RUT: N° 96. 701.340-4 

En deSantiago, a 7  marzo de 2022, yo, Ruben Funes M., 
cedula de identidad numero 8.066.911-9, en mi calidad de 
representante de Sociedad Contractual Minera El Abra, en adelante la 

Compania, declaro que me hago responsable de la veracidad e integridad 
de la informaci6n que la Compania que represento entrega y entregara a la 
Comisi6n para el Mercado Financiero de conformidad a la resoluci6n exenta N

° 

549 y sus complementos, referidas a la obligaci6n y procedimiento de 
presentaci6n de los estados financieros (trimestrales y anuales) y memoria anual 

N° 

para aquellas empresas que se acogieron al Art. 11 ter del DL 600, 

Estatuto de la Inversion Extranjera, establecido por la Ley N
° 20.026, de 2005, 

modificada por Ley N° 20.097, de 2006. 

De esta forma, esta declaraci6n incluye los Estados Financieros y Memoria de 
la Compania correspondientes al año terminado al 31 de diciembre de 2021, 
dichos Estados Financieros incluyen (i) Estado de Situaci6n Financiera, 
(ii) Estado de Resultados lntegrales; (iii) Estado de Cambios en el 
Patrimonio Neto, y (iv) Estado de Flujos de Efectivo; (v) Notas a los Estados 
Financieros.

RUBEN FUNES M. 
Pl'?ESIDENTE Y 

GERENTE GENERAL 

Una Empresa Operada por Freeport-McMoRan Copper & Gold Inc. 
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Independent Auditor's Report

To the Shareholders of
Sociedad Contractual Minera El Abra

We have audited the accompanying financial statements of Sociedad Contractual Minera El Abra, 
which comprise the statements of financial position as of December 31, 2021 and 2020, and the 
related statements of comprehensive income, changes in shareholders' equity and cash flows for the 
years then ended, and the related notes to the financial statements.

Management's Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial statements in 
conformity with International Financial Reporting Standards. This responsibility includes the design, 
implementation and maintenance of internal control relevant to the preparation and fair presentation 
of financial statements that are free of material misstatement, whether due to fraud or error.

Auditor's Responsibility

Our responsibility is to express an opinion on these financial statements based on our audits. We 
conducted our audits in accordance with generally accepted auditing standards in Chile. Those 
standards require that we plan and perform the audit to obtain reasonable assurance about whether 
the financial statements are free of material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures 
in the financial statements. The procedures selected depend on the auditor's judgment, including the 
assessment of the risks of material misstatement of the financial statements, whether due to fraud or 
error. In making those risk assessments, the auditor considers internal control relevant to the entity´s 
preparation and fair presentation of the financial statements in order to design audit procedures that
are appropriate in the circumstances, but not for the purpose of expressing an opinion on the 
effectiveness of the entity´s internal control. Accordingly, we express no such opinion. An audit also 
includes evaluating the appropriateness of accounting policies used and the reasonableness of 
significant accounting estimates made by management, as well as evaluating the overall presentation
of the financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis 
for our audit opinion.



Opinion

In our opinion, the financial statements referred to above present fairly, in all material respects, the
financial position of Sociedad Contractual Minera El Abra as of December 31, 2021 and 2020, and
the results of its operations and cash flows for the years then ended, in conformity with International
Financial Reporting Standards.

Santiago, Chile
January 27, 2022



Financial Statements

SOCIEDAD CONTRACTUAL MINERA EL ABRA

As of December 31, 2021 and 2020

Index

Financial Statements

Statements of Financial Position .............................................................................................. 1
Statements of Comprehensive Income..................................................................................... 3
Statements of Changes in Shareholders’ Equity ...................................................................... 4
Statements of Cash Flows (Indirect Method)............................................................................ 5
Notes to the Financial Statements............................................................................................ 7

Note 1 - Corporate Information................................................................................................. 7
Note 2 - Basis of Preparation of the Financial Statements........................................................ 8

2.1) Changes in accounting policies and disclosures ............................................................. 8
2.2) Summary of significant accounting policies ..................................................................... 9
2.3) Significant accounting judgments, estimates and assumptions ....................................... 18

Note 3 - Cash and Cash Equivalents ....................................................................................... 22
Note 4 - Sales .......................................................................................................................... 22
Note 5 - Inventory .................................................................................................................... 23
Note 6 - Materials and Spare Parts, Net................................................................................... 23
Note 7 - Payable Taxes............................................................................................................ 24
Note 8 - Property, Plant and Equipment ................................................................................... 25
Note 9 - Related Party Disclosures .......................................................................................... 27
Note 10 - Accounts Payable..................................................................................................... 29
Note 11 - Leases...................................................................................................................... 29
Note 12 - Provisions................................................................................................................. 30
Note 13 - Income Tax and Deferred Taxes .............................................................................. 32
Note 14 - Shareholders’ Equity ................................................................................................ 33
Note 15 - Earnings per Share................................................................................................... 34
Note 16 - Commitments and Contingencies ............................................................................. 34
Note 17 - Financial Risk Management Objectives and Policies ................................................ 37
Note 18 - Remuneration of the Board of Directors.................................................................... 41
Note 19 - Cost of Sales ............................................................................................................ 41



Financial Statements

SOCIEDAD CONTRACTUAL MINERA EL ABRA

As of December 31, 2021 and 2020

Index

Note 20 - Other Losses, Net..................................................................................................... 41
Note 21 - Administrative and Selling Expenses ........................................................................ 42
Note 22 - Subsequent Events .................................................................................................. 42

$ : Chilean Pesos
US$ : United States Dollar



Financial Statements

SOCIEDAD CONTRACTUAL MINERA EL ABRA

As of December 31, 2021 and 2020



SOCIEDAD CONTRACTUAL MINERA EL ABRA

Statements of Financial Position

As of December 31,

The accompanying notes numbers 1 to 22 are an integral part of these financial statements
1

2021 2020
ASSETS Note US$ US$

Current Assets

Cash and cash equivalents (3) 335,937,199 121,935,405
Accounts receivable from related companies (9) 79,135,564 55,870,935
Other accounts receivable 2,434,304 2,438,583
Inventory, net (5) 300,295,979 212,346,897
Materials and spare parts, net (6) 78,829,681 84,906,302
Prepaid expenses 3,536,622 5,475,210

Total current assets 800,169,349 482,973,332

Non-Current Assets

Property, plant and equipment, net (PP&E) (8) 656,806,189 680,882,849
Inventory, net (5) 389,777,042 439,807,624
Other non-financial assets 1,511,689 3,708,958
Intangible assets, net 453,863 471,915

Total non-current assets 1,048,548,783 1,124,871,346
Total Assets 1,848,718,132 1,607,844,678



SOCIEDAD CONTRACTUAL MINERA EL ABRA

Statements of Financial Position

As of December 31,

The accompanying notes numbers 1 to 22 are an integral part of these financial statements
2

2021 2020
LIABILITIES AND NET SHAREHOLDERS’ EQUITY Note US$ US$

Current Liabilities

Accounts payable (10) 65,258,758 33,933,858
Accounts payable to related companies (9) 2,761,630 1,667,417
Payable taxes (7) 60,710,057 775,281
Provisions (12) 10,619,044 13,100,487
Leases (11) 3,750,023 3,890,217
Withholdings 2,045,536 2,140,837

Total current liabilities 145,145,048 55,508,097

Non-Current Liabilities

Accounts payable to related companies (9) 5,699,276 5,167,653
Provisions (12) 166,547,980 195,440,910
Leases (11) 3,264,079 4,209,408
Deferred taxes (13 (b)) 138,780,938 133,069,108

Total non-current liabilities 314,292,273 337,887,079

Net Shareholders’ Equity

Paid-in capital 651,059,000 651,059,000
Accumulated other comprehensive loss (2.2 (i)) (4,582,085) (8,604,419)
Retained earnings 742,803,896 571,994,921

Total shareholders’ equity 1,389,280,811 1,214,449,502
Total Liabilities and Shareholders’ Equity 1,848,718,132 1,607,844,678



SOCIEDAD CONTRACTUAL MINERA EL ABRA

Statements of Comprehensive Income

For the year ended December 31,

The accompanying notes numbers 1 to 22 are an integral part of these financial statements
3

2021 2020
Operating Income Note US$ US$

Sales (4) 705,725,610 448,427,627
Cost of sales (19) (438,382,905) (404,748,975)

Gross margin 267,342,705 43,678,652
Administrative and selling expenses (21) (10,657,113) (12,500,979)
Financial income 49,000 529,969
Net foreign currency translation 10,935,555 (3,326,144)
Other losses, net (20) (13,306,235) (26,225,912)

Profit before Income and Deferred Taxes 254,363,912 2,155,586

Provision for income and deferred taxes (13 (c)) (83,114,479) (687,393)
Profit for the year 171,249,433 1,468,193
Earnings per share (15) 1,707.37 14.64

Other Comprehensive Income (Loss)

Actuarial income (loss) (2.2 (i)) 5,814,760 (1,535,549)
Deferred taxes (2.2 (i)) (1,792,426) 470,646
Other comprehensive income (loss) 4,022,334 (1,064,903)

Total comprehensive income for the year, net of tax 175,271,767 403,290



SOCIEDAD CONTRACTUAL MINERA EL ABRA

Statements of Changes in Shareholders’ Equity

As of December 31, 2021 and 2020

The accompanying notes numbers 1 to 22 are an integral part of these financial statements
4

Paid-in
Capital

Accumulated
Other

Comprehensive
Loss

Retained
Earnings

Total

US$ US$ US$ US$

Balance as of January 1, 2020 651,059,000 (7,539,516) 570,526,728 1,214,046,212
Net profit - - 1,468,193 1,468,193
Other comprehensive loss (Note 2.2 (i)) - (1,064,903) - (1,064,903)
Balance as of December 31, 2020 651,059,000 (8,604,419) 571,994,921 1,214,449,502

Net profit - - 171,249,433 171,249,433
Dividends (Note 14) - - (440,458) (440,458)
Other comprehensive income (Note 2.2 (i)) - 4,022,334 - 4,022,334
Balance as of December 31, 2021 651,059,000 (4,582,085) 742,803,896 1,389,280,811



SOCIEDAD CONTRACTUAL MINERA EL ABRA

Statements of Cash Flows (Indirect Method)

For the years ended December 31,

The accompanying notes numbers 1 to 22 are an integral part of these financial statements
5

2021 2020
Note US$ US$

Cash Flows from Operating Activities

Net profit for the year 171,249,433 1,468,193

Adjustments to reconcile net profit to net cash
flows provided by operating activities

Depreciation, depletion and amortization (8) 49,553,937 54,843,856
Intangible amortization and other (19) 23,084 25,470
Deferred taxes (13 (c)) 3,919,404 (7,147,644)
Allowance for obsolescence of materials (6) - 1,338,291
Mine closure provision (12) 2,544,020 2,452,336
Net realizable value adjustments to inventory (5) - 1,146,112
Loss from sale of PP&E and impairment (20) 75,872 2,401,483

Changes in assets and liabilities

Increase in accounts receivable from
related companies (23,264,629) (4,836,866)

Decrease in other accounts receivable 656,378 1,023,115
Decrease in recoverable taxes 77,087,986 22,600,704
Increase in inventory (39,572,041) (21,694,902)
Decrease (increase) in materials and spare parts 6,076,621 (1,792,310)
Decrease in prepaid expenses 1,950,935 3,847,467
(Increase) decrease in other non-financial assets (218,214) 171,082
Increase (decrease) in accounts payable 17,156,496 (25,908,045)
Increase (decrease) in accounts payable to
related companies 1,625,836 (190,190)

Increase in accruals and others 1,158,289 10,148,808
Cash paid for taxes (17,165,557) (1,719,919)

Net cash flows provided by operating activities 252,857,850 38,177,041

Cash Flows from Investing Activities

Acquisition of PP&E (34,012,448) (46,527,361)
Net cash flows used in investing activities (34,012,448) (46,527,361)



SOCIEDAD CONTRACTUAL MINERA EL ABRA

Statements of Cash Flows (Indirect Method)

For the years ended December 31,

The accompanying notes numbers 1 to 22 are an integral part of these financial statements
6

2021 2020
Note US$ US$

Cash Flows from Financing Activities

Finance lease payments (4,403,150) (3,841,559)
Dividend paid (14) (440,458) -

Net cash flows used in financing activities (4,843,608) (3,841,559)

Increase (decrease) in Cash and Cash Equivalents 214,001,794 (12,191,879)
Cash and Cash Equivalents at the Beginning
of Year (3) 121,935,405 134,127,284

Cash and Cash Equivalents at the End
of Year (3) 335,937,199 121,935,405



SOCIEDAD CONTRACTUAL MINERA EL ABRA

Notes to the Financial Statements

As of December 31, 2021 and 2020

7

Note 1 - Corporate Information

Identification of the Company

Sociedad Contractual Minera El Abra (“El Abra” or “the Company”) was incorporated by public deed
dated June 28, 1994, as a Contractual Mining Company. The shareholders are Cyprus El Abra
Corporation (a subsidiary of Freeport Minerals Corporation (FMC), which is a wholly owned subsidiary
of Freeport-McMoRan Inc. (FCX)) with 51,153 shares (51 percent interest) and Corporación Nacional
del Cobre de Chile (CODELCO Chile) with 49,147 shares (49 percent interest).

The legal address of the Company is Kilometer 75, Camino a Conchi sin número, Calama, Chile, and
its ore deposit is located northeast of Calama.

Line of business

The Company’s main line of business is the operation of the El Abra copper mining project, located
near Calama, Chile. The Company’s business activities include the extraction, production and
marketing of copper cathodes.

In December 2021, a support column on the crushed ore stacker collapsed and as a result El Abra was not able
to stack leaching material for 20 days. Operations were fully restored in late December 2021.

In April 2020, El Abra announced changes in capital and operating plans in response to the negative
impacts of the COVID-19 pandemic on the global economy and a decline in copper prices, resulting in
reduced capital expenditures, lower production levels and lower operating, administrative and
exploration costs. Refer to Note 20 for more details.

El Abra reduced mining and crushed ore stacking rates by approximately 50 percent and reduced its
workforce by approximately 276 employees. Employees whose jobs were eliminated received
severance payments that exceed those required by Chilean law. Payments included 50 percent
additional pay for each year of service and six months of health coverage for the employees and their
families.

With the new operating plan, El Abra reduced operating costs and near-term capital requirements and
provided a longer mine life for its existing Sulfolix ore reserves. This new plan gave El Abra a better
opportunity to sell its copper production into an anticipated improved copper market in the future. El
Abra increased its crushed leach stacking rates in April 2021 to 90,000 metric tons crushed per day.

In response to the COVID-19 pandemic, a state of catastrophe was implemented by the Chilean
government in March 2020. Health measures that have been adopted, both locally and internationally,
include, among others, the restriction of movement of people and the closing of borders.

Furthermore, the Company has implemented a series of operational measures to reinforce the safety
of its workers, collaborators, and clients, and, recently, to safeguard the continuity of service in the face
of the expansion of this pandemic. The Company has put into practice operational protocols and
procedures, following the recommendations provided by the local authorities.



SOCIEDAD CONTRACTUAL MINERA EL ABRA

Notes to the Financial Statements

As of December 31, 2021 and 2020

8

Note 1 - Corporate Information (continued)

Line of business (continued)

In 2019, the Company signed new collective labor agreements (CLAs) with its two unions, which
represent 717 workers. The new CLAs are effective from May 1, 2020, through April 30, 2023.

Approval of Financial Statements

These Financial Statements cover the years ended December 31, 2021 and 2020 and have been
approved by the Company’s Management on January 27, 2022.

Certain prior year amounts have been reclassified to conform to the current year presentation. The
reclassifications relate to the depreciation of shutdown equipment was included in Cost of Sales and
is now included in Administrative and Selling Expenses. See Note 21.

Note 2 - Basis of Preparation of the Financial Statements

These Financial Statements have been prepared and presented in accordance with International
Financial Reporting Standards (IFRS), issued by the International Accounting Standards Board (IASB).

These Financial Statements have been prepared based on historical cost, except for accounts
receivable which are measured at fair value.

These Financial Statements are presented in United States (US) dollars and include the Statements
of Financial Position as of December 31, 2021 and 2020, and the related Statements of
Comprehensive Income, Changes in Shareholders’ Equity and Cash Flows for the years ended
December 31, 2021 and 2020.

2.1) Changes in accounting policies and disclosures

2.1.1) New IFRS

Current amendments to IFRS that have become effective in 2021, such as IAS 16, “PP&E:
Products Obtained Before Intended Use;” IAS 37, “Onerous Contracts: Cost of Ffulfilling
a Contract;” IAS 1, “Presentation of Financial Statements: Classification of Liabilities as
Current or Non-current;” IAS 8, “Accounting Policies: Changes in Accounting Estimates
and Errors – Definition of Accounting Estimates;” IAS 1, “Presentation of Financial
Statements: Disclosure of Accounting Policies;” IAS 12, “Deferred Ttax: Related to Assets
and Liabilities Arising from a Single Transaction;” IFRS 16 guidance on rent modifications
arising as a result of COVID-19; and amendments to IFRS 9, IAS 39, IFRS 7, IFRS 4 and
IFRS 16 on the interbank offered rate for financial reporting, among others, did not have
a material impact on the Company’s Financial Statements.



SOCIEDAD CONTRACTUAL MINERA EL ABRA

Notes to the Financial Statements

As of December 31, 2021 and 2020

9

Note 2 - Basis of Preparation of the Financial Statements (continued)

2.2) Summary of significant accounting policies

a) Currency

These Financial Statements are presented in US dollars, which is the functional currency
and the presentation currency of the Company.

Foreign currency transactions are those which are carried out in a currency other than the
functional currency. Foreign currency transactions are translated into the functional
currency by applying the exchange rate in effect on the date the transaction takes place.
Monetary assets and liabilities in foreign currencies are converted by applying the closing
exchange rate in force on the date of the transaction.

Gains and losses occurring as a result of the difference in the exchange rate when currency
items are liquidated or when converting currency items at exchange rates that are different
from those used for their initial recognition are recognized in income for the year.

Balances stated in Chilean pesos and other currencies at the end of the year are stated in
US dollars at the corresponding closing exchange rate, which for the Chilean peso were
$844.69 and $710.95 as of December 31, 2021 and 2020, respectively.

Gains and losses related to transactions in Chilean pesos and other currencies originating
during the aforementioned years are included in the Statements of Comprehensive Income.

b) Financial assets

The Company determines the classification of its financial assets at initial recognition in
accordance with IFRS 9, “Financial Instruments,” which specifies how an entity should
classify and measure financial assets, financial liabilities, and some contracts to buy or sell
non-financial items. Financial assets are recognized initially at fair value plus direct costs
attributable to the transaction. The Company’s financial assets include cash and cash
equivalents and accounts receivable. The following provides further discussion of these
financial assets:

Cash and cash equivalents

Cash and cash equivalents are financial assets that may be liquidated immediately, such
as bank checking accounts and other highly liquid financial investments with weighted
average maturities of three months or less.



SOCIEDAD CONTRACTUAL MINERA EL ABRA

Notes to the Financial Statements

As of December 31, 2021 and 2020

10

Note 2 - Basis of Preparation of the Financial Statements (continued)

2.2) Summary of significant accounting policies (continued)

b) Financial assets (continued)

Receivables

The Company’s accounts receivables are stated at their transaction value, net of any
applicable allowance for doubtful accounts.

Receivables are non-derivative financial instruments with fixed or determinable payments
that are not quoted in an active market. After initial measurement, receivables are
subsequently carried at amortized cost using the effective interest rate method less any
provision for impairment (i.e., allowance for doubtful accounts).

The Company regularly assesses whether there is objective evidence of impairment in the
value of the receivable. Any resulting impairment is measured as the difference between
the book value of the receivable and the present value of the estimated future cash flows,
discounted at an original effective interest rate or one applicable to a similar transaction.
The carrying amount of the receivable is reduced by means of an allowance account.
Changes in the allowance account are recognized in the Statements of Comprehensive
Income.

The Company’s copper sales are provisionally priced at the time of shipment. The
provisional prices are finalized in a specified future month based on quoted London Metal
Exchange (LME) forward prices. The Company receives market prices based on prices in
the specified future month, which results in price fluctuations recorded through revenues
until the date of settlement.

The Company records revenues and invoices customers at the time of shipment based on
then-current LME prices.

c) Inventory

Inventories are stated at the lower of cost or net realizable value (NRV). Inventory of
materials and supplies, as well as salable products are determined using the weighted-
average cost method. The cost of finished and in-process inventory includes labor and
benefits, supplies, energy and other costs related to mining and processing of minerals,
including mining, transportation, crushing and solvent extraction. The NRV represents the
estimated sales price less all cost to complete, as well as sales and distribution expenses.

Obsolescence allowances are established based on an item-by-item evaluation by
management. Any amount of obsolescence identified is charged to expense in the year it
is deemed to have occurred.



SOCIEDAD CONTRACTUAL MINERA EL ABRA

Notes to the Financial Statements

As of December 31, 2021 and 2020

11

Note 2 - Basis of Preparation of the Financial Statements (continued)

2.2) Summary of significant accounting policies (continued)

c) Inventory (continued)

Stockpiles are in-process inventories that contain ore that has been extracted from the ore
body and is available for copper recovery. Recovery of stockpiles is generally through
exposure to acidic solutions that dissolve contained copper and deliver it in solution to
extraction processing facilities. The recorded cost of the stockpiles includes mining and
haulage costs incurred to deliver ore to stockpiles, depreciation, depletion and amortization
(DD&A) and site overhead costs. Material is removed from the stockpiles at a weighted-
average cost per pound.

Because it is generally impracticable to determine the amount of copper contained in
stockpiles by physical count, reasonable estimation methods are employed. The quantity
of material delivered to stockpiles is based on surveyed volumes of mineral material and
daily production records. Sampling and assaying of blasthole cuttings determine the
estimated copper grades of material delivered to stockpiles.

Expected copper recovery rates for stockpiles are determined using small-scale laboratory
tests, small- to large-scale column testing (which simulates the production process),
historical trends and other factors, including mineralogy of the ore and rock type. Total
copper recovery in stockpiles can vary significantly from a low percentage to more than 90
percent depending on several variables, including processing methodology, processing
variables, mineralogy and particle size of the rock. For newly placed material on active
stockpiles, as much as 80 percent of total copper recovery may be extracted during the
first year, and the remaining copper may be recovered over many years.

Processes and recovery rates are monitored continuously, and recovery rate estimates are
adjusted periodically, as additional information becomes available and as related
technology changes. Adjustments to recovery rates will typically result in a future impact to
the value of the material removed from the stockpiles at a revised weighted-average cost
per pound of recoverable copper.

d) Property, plant and equipment

Property, plant and equipment are valued at historical cost, including costs that are directly
attributed to the construction or acquisition of the asset, net of accumulated DD&A and
impairment.

Repairs and/or improvements that increase the economic life of an asset, and for which it
is probable that there will be future economic benefit to the Company, are recorded as
assets. All other maintenance costs are charged to expense as incurred.



SOCIEDAD CONTRACTUAL MINERA EL ABRA

Notes to the Financial Statements

As of December 31, 2021 and 2020
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Note 2 - Basis of Preparation of the Financial Statements (continued)

2.2) Summary of significant accounting policies (continued)

d) Property, plant and equipment (continued)

Land is not depreciated. Depreciation on items of property, plant and equipment directly
related to the useful life of the mine, including items related to asset retirement cost (ARC),
is calculated using the units-of-production (UOP) method based on the mine’s proven and
probable reserves. Other assets are depreciated using the straight-line method based on
the following estimated useful lives:

Years

Machinery and equipment Between 3 and 25
Mobile equipment 7
Furniture and fixtures 7
Other equipment Between 3 and 15

An item of property, plant and equipment is retired at the time of its disposal or when no
economic benefit is expected from its use or subsequent disposition. Any gain or loss that
arises at the time of retirement is calculated as the difference between the proceeds from
the sale and the book value of the asset and is included in the Statements of
Comprehensive Income in the year the asset is retired.

The residual value and useful economic lives of the Company’s property, plant and
equipment are reviewed each reporting year and are adjusted prospectively, if necessary.

e) Leasing

IFRS 16 stipulates that all leases and the associated contractual rights and obligations
should generally be recognized in the lessee’s Statement of Financial Position unless the
term is 12 months or less or the lease is for a low-value asset. For each lease, the lessee
recognizes a liability for lease obligations incurred in the future. Correspondingly, a right to
use the lease asset is capitalized, which is generally equivalent to the present value of the
future lease payments plus directly attributable costs and which is amortized over the useful
life.

f) Intangibles

Intangible assets, which consist of water rights, are recorded at cost, and are presented
net of amortization and impairment. Amortization is based on the UOP method, estimated
over the life of the mine and is recorded in cost of sales. Intangible assets generated
internally are not capitalized, and the related costs are expensed in the year they are
incurred.



SOCIEDAD CONTRACTUAL MINERA EL ABRA

Notes to the Financial Statements

As of December 31, 2021 and 2020
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Note 2 - Basis of Preparation of the Financial Statements (continued)

2.2) Summary of significant accounting policies (continued)

g) Income taxes, deferred taxes and other taxes

Income taxes

Income tax assets and liabilities are measured at the amount that is expected to be paid or
recovered from the tax authorities. The tax rates and tax laws that are applied to calculate
the tax amounts are those enacted or substantially enacted at the end of the year. The
Company calculates the provision for income tax in accordance with the Chilean tax
legislation in force. For the years ended December 31, 2021 and 2020, the Chilean
statutory income tax rate in effect was 27.0 percent.

In accordance with Tax Reforms contained in Law 20,780 and Law 21,210 (published on
September 29, 2014, and February 24, 2020, respectively), the Company is subject to a
single system in the semi-integrated regime, and according to published guidance, the
Company’s income tax rate is 27.0 percent for the tax year 2019 and beyond.

Deferred taxes

Deferred taxes are presented using the liability method for differences between the tax
basis of assets and liabilities and their book value for financial reporting purposes. Deferred
tax liabilities are recognized for all taxable differences. Deferred tax assets are recorded
for all deductible differences when there is a probability that there could be future taxable
earnings against which the deductible difference could be applied.

The book value of the deferred tax assets is reviewed at the end of each year and reduced
to an amount that is more likely than not to be realized against future taxable earnings.
Deferred tax assets that are not recognized are re-evaluated at the end of each year and
are recognized when it is more likely than not those future taxable earnings will allow for
the deferred tax asset to be recovered.

Deferred tax assets and liabilities are measured at tax rates that are expected to be
applicable during the year when the assets are realized or the liabilities are liquidated,
based on the tax rates (and tax laws) that have been enacted or substantially enacted at
the end of the year.
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Note 2 - Basis of Preparation of the Financial Statements (continued)

2.2) Summary of significant accounting policies (continued)

g) Income taxes, deferred taxes and other taxes (continued)

Deferred tax assets and deferred tax liabilities are offset if there is a legally enforceable
right to offset tax assets against tax liabilities and the deferred tax is related to the same
taxing entity and the same taxing authority.

Value added tax (VAT)

Revenues, expenses and assets are recognized net of VAT except for the following:

- Where the VAT incurred in an acquisition of assets or services may not be recovered,
and is recognized as part of the acquisition cost of the asset or as part of the expense
accounting item, as applicable; and

- Accounts receivable and invoices payable are presented with VAT included.

The net VAT amount that may be recovered from or payable to the taxing authority is
included in recoverable taxes and taxes payable in the accompanying Statements of
Financial Position.

Royalty tax

On October 21, 2010, Law 20,469 was published in the Chilean Official Gazette. Under the
legislation, the Company opted to transfer from its stabilized rate of 4.0 percent of profit
before tax to a new sliding scale based on operational margin. The Company’s gross
mining royalty tax rate for the years 2018 to 2023 is a variable rate of 5.0 percent to 14.0
percent.

For the years ended December 31, 2021 and 2020, the royalty mining tax rate applicable
to the Company was 5.0 percent (an effective rate of 6.70 percent and 8.41 percent,
respectively), included in income and deferred taxes in the Statements of Comprehensive
Income. See Note 13(d).

h) Provisions

Provisions are recognized when the Company has an obligation (legal or constructive) as
a result of a previous event and it is likely that disbursement of resources including
economic benefits may be required in order to liquidate the obligation, and a reliable
estimate of the amount of the obligation may be calculated. The expense related to any
provision is presented in the Statements of Comprehensive Income, net of any
reimbursement, in the year the provision is established.
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Note 2 - Basis of Preparation of the Financial Statements (continued)

2.2) Summary of significant accounting policies (continued)

h) Provisions (continued)

If the effect of the time value of money is material, provisions are discounted by applying a
discount rate before taxes that reflects, where applicable, the specific risks of the liability.
When using a discount rate, the increase in the provision as a result of time is recognized
as an interest cost.

i) Severance indemnity for years of service

In accordance with the terms of both the previous and new CLAs (See Note 1), the
Company established a provision for severance indemnity for years of service for all
personnel. The severance indemnity provision is presented at the actuarial value of the
obligation and the earnings and losses derived from the actuarial changes are recorded in
other comprehensive loss in the Statements of Comprehensive Income.

In accordance with IAS 19R, “Employee Benefits,” the effects of the current application on
other comprehensive loss of actuarial changes for the years ended December 31, 2021
and 2020, are shown below:

US$

Accumulated other comprehensive loss as of January 1, 2020 (7,539,516)
Severance actuarial value (1,535,549)
Deferred income and royalty tax 470,646
Accumulated other comprehensive loss as of December 31, 2020 (8,604,419)

Severance actuarial value 5,814,760
Deferred income and royalty tax (1,792,426)
Accumulated other comprehensive loss as of December 31, 2021 (4,582,085)

The Company does not expect that the amounts in accumulated other comprehensive loss
as of December 31, 2021, will be charged to profit for the year until the mining operations
close.
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Note 2 - Basis of Preparation of the Financial Statements (continued)

2.2) Summary of significant accounting policies (continued)

j) Mine closure provision

The Company records a mine closure provision when a legally enforceable obligation
arises. The Company estimates the present value of its future obligation for mine closure
and increases the carrying amount of the related ARC, which is included in property, plant
and equipment. Subsequently, the mine closure provision is accreted to full value over time
with accretion recognized as an interest cost. The related ARC is depreciated using the
UOP method over the economic life of the mine.

The Company evaluates its mine closure provision quarterly and adjusts estimates and
assumptions, including scope, future costs and discount rates, as applicable. Changes in
the fair value of the mine closure provision or the useful life of the related asset are
recognized as an increase or decrease in the book value of the provision and the related
ARC in accordance with IAS 16, “Property, Plant and Equipment.” However, any reduction
over and above the current book value of the asset would be recognized in the Statements
of Comprehensive Income. The effects of updating the liability, due to the discount rate
and/or time, are recorded as finance costs.

Mine Closure Law, 20,551 and its regulation (DS41/2012), which was published in 2011,
established additional requirements for closure plans under which the Company is required
to update its closure plans and provide a financial guarantee in the form of, among others,
performance bank bonds, certificates of deposit of less than 360 days, and stand-by letters
of credit issued by a bank with a risk rating of at least “A” (or its equivalent). The Company
received the final approval for its closure plan from Servicio Nacional de Geología y Minería
(SERNAGEOMIN) on August 12, 2015.

The Company has prepared its mine closure plan using its best estimate as of December
31, 2021, as required by IAS 37, “Provisions, Contingent Liabilities and Contingent Assets.”

k) Derivative instruments

The Company does not purchase, hold or sell derivative financial instruments for
speculative purposes and does not use derivative instruments to manage market risks.

l) Revenue recognition

The Company sells its products in accordance with sales contracts entered into with its
customers. Based on IFRS 15, “Revenue from Contracts with Customers” revenue is
recognized when the control of promised goods is transferred to a customer, which is
typically when the inventory has passed over the vessel’s rail at the port of loading.
Payment for each shipment is collected in US dollars, net cash into the Company’s bank
account 30 days after the bill of lading date.
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Note 2 - Basis of Preparation of the Financial Statements (continued)

2.2) Summary of significant accounting policies (continued)

m) Administrative and selling expenses

Administrative and selling expenses include the costs of freight, insurance, customs and
agency commissions, depreciation of shutdown equipment, legal expenses and
management fees, among others.

n) Exploration, evaluation, development and stripping costs

Exploration Costs - Exploration costs are charged to expense as incurred.

Evaluation Costs – Evaluation costs for pre-feasibility/ feasibility and pre-engineering
studies are charged to expenses as incurred. See Note 20.

Development Costs – Development costs are capitalized when the economic and
technological feasibility of the project is confirmed, which is generally when the
development or expansion project has reached an established milestone in accordance
with a model established by management.

Stripping Costs – In accordance with IFRIC 20, “Stripping Cost in the Production Phase of
a Surface Mine,” stripping costs incurred in the production phase are capitalized as a
component of property, plant and equipment if the stripping activity improves access to the
ore body or enhances an existing asset. The stripping asset is subsequently amortized
using the UOP method over the component of the ore body benefitted in the mine. See
Note 8.

o) Impairment

At each reporting date, the Company evaluates if there is any indication that an asset could
be impaired. If such an indication exists, the Company estimates the recoverable amount
of the asset. The recoverable amount of an asset or group of assets is the higher of its fair
value less costs of disposal (FVLCD) or its value in use (VIU) and is determined for the
assets of the mine as a whole, since there are no assets that generate cash revenues
independently.

When the carrying value of an asset or group of assets exceeds its recoverable amount,
the asset is considered impaired and it is reduced to its recoverable amount. When
evaluating the value in use, the future estimated cash flows are discounted to their present
value using a discount rate before taxes that reflects current market expectations of the
time value of money and the specific risks to the asset.
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Note 2 - Basis of Preparation of the Financial Statements (continued)

2.2) Summary of significant accounting policies (continued)

o) Impairment (continued)

Losses resulting from the impairment of assets used in continuing operations are
recognized in the Statements of Comprehensive Income under the categories of expenses
consistent with the function of the impaired asset. A previously recognized impairment loss
is reversed only if there has been a change in the estimates used to determine the asset’s
recoverable amount since the last impairment loss was recognized. The revised valuation
cannot exceed the book value that would have been determined, net of depreciation, if an
impairment loss for the asset had not been recognized in a previous year. Such a reversal
is recognized in the Statements of Comprehensive Income. The impairment of assets is
tested annually as of December 31 at the cash generating unit level, or when there is an
indicator of impairment.

The Company did not identify any indicators of impairment as of December 31, 2021 and
2020.

p) Earnings per share

Earnings per share is calculated as the ratio between net earnings for the year and the
weighted-average common shares for the same year. See Note 15.

2.3) Significant accounting judgments, estimates and assumptions

The preparation of the Financial Statements requires that management make judgments,
estimates and assumptions that affect the amounts of assets and liabilities reported and the
disclosure of contingent assets and liabilities at the date of the Financial Statements, and the
reported amounts of revenues and expenses during the year. Estimates and assumptions are
continuously evaluated and are based on the experience of management and other factors,
including expectations of future events that are reasonable under current circumstances;
however, actual results could differ from these estimates.

Information about significant areas of estimation uncertainty taken into account by management
for these Financial Statements is detailed as follows:

2.3.1) Mine closure provisions

Estimates and significant assumptions are required to determine the mine closure
provisions, including cost estimates of activities that are necessary for the rehabilitation
of the site, technological and regulatory changes, interest rates and inflation rates. These
uncertainties could result in future expenses differing from amounts currently recorded.
As discussed in Note 2.2 (j), estimated changes in the fair value of the mine closure
provision or the useful life of the related asset are recognized as an increase or decrease
in the book value of the provision and related ARC in accordance with IAS 16.
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Note 2 - Basis of Preparation of the Financial Statements (continued)

2.3) Significant accounting judgments, estimates and assumptions (continued)

2.3.1) Mine closure provisions (continued)

If any change in the estimate results in an increase to the mine closure provision and
related asset, the Company shall consider whether or not this is an indicator of impairment
of the assets and apply impairment tests in accordance with IAS 36, “Impairment of
Assets.” See Note 2.2 (o) for further discussion of impairment testing.

2.3.2) Estimates of reserves and ore resources

Ore reserves are estimates of the ore quantity that may be economically and legally
extracted from mine properties. The Company estimates its ore reserves and resources
based on information compiled by individuals duly qualified in reference to geological data
about the size, depth and form of the ore body, which requires complex geological
judgments in order to interpret the data. The estimation of recoverable reserves is based
on factors such as estimated exchange rates, long-term commodities prices, future
requirements of capital and production costs, together with the geological hypothesis and
judgments made when estimating the size and quality of ore reserves. Changes in
reserves or resource estimates may have an impact on the value of mining properties,
plants and equipment, provisions for costs of mine closures, recognition of assets for
deferred taxes, and DD&A.

2.3.3) Depreciation based on units of production

Estimates of recoverable reserves are used in determining DD&A of mine assets. This
results in a DD&A charge proportional to the depletion of the anticipated remaining life of
mine reserves. Each item’s life is evaluated annually, taking into account its physical life
limitations and the evaluations of the reserves that are economically recoverable at the
mining property where the asset resides. These calculations require the use of estimates
and assumptions, including the quantity of reserves that may be recovered.

2.3.4) Impairment of assets

The Company has determined that the El Abra operation represents one cash generating
unit. When there is an impairment indicator, a formal estimate of the recoverable amount
is made, which is the higher of the El Abra’s FVLCD and VIU, to determine if impairment
exists. These evaluations require the use of estimates and assumptions, such as long-
term commodities prices, discount rates, future capital requirements and exploration
potential, among others.
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Note 2 - Basis of Preparation of the Financial Statements (continued)

2.3) Significant accounting judgments, estimates and assumptions (continued)

2.3.5) Severance indemnity for years of service

The cost of defined benefit pension plans is actuarially determined, which involves making
assumptions, including discount rates, future salary increases, mortality rates and future
pension increases. Given the complexity of this valuation and the long-term nature of the
assumptions, an obligation for defined benefits is sensitive to changes in these
assumptions. All assumptions are reviewed on an annual basis.

When determining the appropriate discount rate, management takes into account the
interest rates of government bonds issued by the Chilean Banco Central (Central Bank).

The mortality rate is based on mortality tables that are available to the public, which
corresponds to table RV-2013 (men and women) published by the Superintendent of
Securities and Insurance and used in Chile since January 2014 for the calculation of
pensions. These tables are the most current tables representing the population of pension
participants in Chile and are also the ones that are most often used for the valuation of
this type of benefit plan. Increases in future salaries and pension benefits are based on
the expected future inflation rates.

2.3.6) Inventory

At each reporting date, a NRV test is performed to determine whether an adjustment is
required for the Company’s inventories. This evaluation includes the estimated future sale
price of the inventory based on prevailing metal prices, less estimated costs to complete
production and bring it to market.

The determination of NRV is most sensitive to the following key assumptions: production
volumes, future commodity prices, discount rates, cost to complete and exchange rates.
There was no NRV adjustment recorded for the year ended December 31, 2021. A NRV
adjustment to work in process and finished goods inventory for US$ 710,957 and
US$ 435,155, respectively was recorded for the year ended December 31, 2020. Refer
to Note 5.
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Note 2 - Basis of Preparation of the Financial Statements (continued)

2.3) Significant accounting judgments, estimates and assumptions (continued)

2.3.6) Inventory (continued)

The Company records as inventory the applicable costs for copper contained in stockpiles
that are expected to be processed in the future based on proven processing technologies
(refer to Note 2.2 (c) for further discussion). Accounting for recoverable copper from
stockpiles represents a significant accounting estimate because it is generally
impracticable to determine copper contained in stockpiles by physical count, thus
requiring management to employ reasonable estimation methods, and recovery rates can
vary significantly. Estimated recoverable copper in stockpiles totaled US$ 1.2 billion and
US$ 931 million as of December 31, 2021 and 2020, respectively.

2.3.7) Stripping assets

The Company incurs waste removal costs (stripping costs) during the development and
production phases of its surface mining operations. During the production phase, stripping
costs (production stripping costs) can be incurred both in relation to the production of
inventory in that year and the creation of improved access and mining flexibility in relation
to ore to be mined in the future. The former is included as part of the costs of inventory,
while the latter are capitalized as a stripping activity asset when certain criteria are met.
Once the Company has identified its production stripping for each surface mining
operation, it identifies the separate components of the ore bodies for each of its mining
operations. An identifiable component is a specific volume of the ore body that is made
more accessible by the stripping activity. Significant judgment is required to identify and
define these components, and to determine the expected volumes (e.g., in tons) of waste
to be stripped and ore to be mined in each of these components.
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Note 3 - Cash and Cash Equivalents

Term deposits are included in this account and are valued in accordance with the accounting policy
discussed in Note 2.2 (b). Cash and cash equivalents include the following:

2021 2020
US$ US$

Cash in banks 471,001 831,446
Cash equivalents (1) 335,466,198 121,103,959
Total cash and cash equivalents 335,937,199 121,935,405

(1) Cash equivalents consist of a portfolio of highly liquid marketable investments in US dollars classified as “AAA” by
Standard & Poor’s and Moody’s, which yield variable returns, and are classified as cash equivalents because they are
readily convertible to known amounts of cash and management plans to use them for short-term cash needs. Because
of the short-maturity of these investments (i.e., Weighted Average Maturity less than 90 days), the carrying amount of
these investments correspond to their fair value at the date of the Financial Statements. Changes in the fair value of
these investments are insignificant. The Company does not have restricted cash.

Note 4 - Sales

The Company’s sales, generated through the sale of copper cathodes, are detailed as follows:

Years ended December 31,
2021 2020
US$ % US$ %

FMC (1) 363,194,520 51 229,044,161 51
CODELCO Chile (1) 342,531,090 49 219,383,466 49
Total sales 705,725,610 100 448,427,627 100

(1) Sales to related parties.
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Note 5 - Inventory

Inventory, valued in accordance with the accounting policy in Note 2.2 (c), is detailed as follows:

2021 2020
US$ US$

Current portion of stockpiles 295,719,356 200,950,053
Finished products 4,576,623 11,396,844
Total current inventory 300,295,979 212,346,897
Long-term portion of stockpiles 389,777,042 439,807,624

For the year ended December 31, 2021, the Statements of Comprehensive Income did not include any
NRV adjustments. For the year ended December 31, 2020, profit before income and deferred taxes in
the Statements of Comprehensive Income included NRV adjustments of US$ 710,957 and US$
435,155 related to stockpiles and finished goods, respectively.

Note 6 - Materials and Spare Parts, Net

Materials and spare parts are detailed as follows:

2021 2020
US$ US$

Materials and spare parts 78,779,356 85,884,593
Material in transit 50,325 360,000
Materials and spare parts, gross 78,829,681 86,244,593
Provision for obsolescence - (1,338,291)
Materials and spare parts, net 78,829,681 84,906,302

Provision for obsolescence of materials:

2021 2020
US$ US$

Beginning balance as of January 1, (1,338,291) -
Additions (457,223) (1,338,291)
Write offs 1,795,514 -
Ending balance as of December 31, - (1,338,291)

The Company does not have inventories pledged as security for liabilities.
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Note 7 - Payable Taxes

Payable taxes are detailed as follows:

2021 2020
US$ US$

Amount payable to Chilean Internal
Revenue Service (IRS) (see Note 13 (a)) 68,886,736 5,539,946

Recoverable VAT (7,871,484) (4,253,977)
Other recoverable taxes (305,195) (510,688)
Total payable taxes 60,710,057 775,281
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Note 8 - Property, Plant and Equipment

Property, plant and equipment are detailed as follows:

Balance Additions Disposals Reclassification DD&A Balance
January 1,

2021
and

Adjustments
December 31,

2021
US$ US$ US$ US$ (1) US$ (2) US$

Land 4,366,650 - - - - 4,366,650
Buildings and constructions 535,599,049 - - 810,591 - 536,409,640
Machinery and equipment 1,271,394,141 - (1,828,724) 4,095,730 - 1,273,661,147
Mobile equipment 256,195,509 - (430,289) 702,251 - 256,467,471
Construction in progress 39,231,392 38,536,132 - (5,608,572) - 72,158,952
Mining properties and ARC 786,188,365 - - (24,501,310) - 761,687,055
Stripping assets 54,862,903 5,508,031 - - - 60,370,934
Lease right-of-use 14,636,143 4,476,917 (4,653,699) - - 14,459,361
Total gross property, plant and equipment 2,962,474,152 48,521,080 (6,912,712) (24,501,310) - 2,979,581,210

Buildings and constructions (382,999,256) - - - (8,121,033) (391,120,289)
Machinery and equipment (1,037,913,241) - 1,679,159 - (19,689,165) (1,055,923,247)
Mobile equipment (218,127,949) - 419,427 - (5,362,685) (223,071,207)
Mining properties and ARC (606,107,404) - - - (7,286,079) (613,393,483)
Stripping assets (29,182,281) - - - (3,020,400) (32,202,681)
Lease right-of-use (7,261,172) - 4,618,092 - (4,421,034) (7,064,114)
Total accumulated DD&A (2,281,591,303) - 6,716,678 - (47,900,396) (2,322,775,021)
Total property, plant and equipment, net 680,882,849 48,521,080 (196,034) (24,501,310) (47,900,396) 656,806,189

(1) Includes US$ (24,501,310) related to an adjustment of ARC.
(2) DD&A expense for the year ended December 31, 2021, totaling US$ 49,553,937, includes US$ 1,653,541 of DD&A adjusted through inventories for cash flow purposes.
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Note 8 - Property, Plant and Equipment (continued)

Property, plant and equipment are detailed as follows: (continued)

Balance Additions Disposals Reclassification DD&A Balance
January 1,

2020
and

Adjustments
December 31,

2020
US$ US$ US$ US$ (1) US$ (2) US$

Land 2,366,650 - - 2,000,000 - 4,366,650
Buildings and constructions 534,442,485 - (779,900) 1,936,464 - 535,599,049
Machinery and equipment 1,270,527,577 - (4,888,206) 5,754,770 - 1,271,394,141
Mobile equipment 255,117,123 - - 1,078,386 - 256,195,509
Construction in progress 16,538,536 35,462,476 - (12,769,620) - 39,231,392
Mining properties and ARC 744,256,515 - - 41,931,850 - 786,188,365
Stripping assets 49,087,506 5,775,397 - - - 54,862,903
Lease right-of-use 15,227,982 772,110 - (1,363,949) - 14,636,143
Total gross property, plant and equipment 2,887,564,374 42,009,983 (5,668,106) 38,567,901 - 2,962,474,152

Buildings and constructions (374,993,675) - 590,654 - (8,596,235) (382,999,256)
Machinery and equipment (1,021,328,125) - 4,675,969 - (21,261,085) (1,037,913,241)
Mobile equipment (204,935,282) - - - (13,192,667) (218,127,949)
Mining properties and ARC (599,139,451) - - - (6,967,953) (606,107,404)
Stripping assets (26,548,148) - - - (2,634,133) (29,182,281)
Lease right-of-use (3,229,280) - - 340,368 (4,372,260) (7,261,172)
Total accumulated DD&A (2,230,173,961) - 5,266,623 340,368 (57,024,333) (2,281,591,303)
Total property, plant and equipment, net 657,390,413 42,009,983 (401,483) 38,908,269 (57,024,333) 680,882,849

(1) Includes US$ 41,931,850 related to an adjustment of ARC, US$ (2,000,000) related to impairment of construction in progress assets and US$ (1,023,581) related to lease right-
of-use assets, net.

(2) DD&A expense for the year ended December 31, 2020, totaling US$ 54,843,856, does not include US$ 2,180,477 of DD&A adjusted through inventories for cash flow purposes.
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Note 9 - Related Party Disclosures

Accounts receivable from and accounts payable to related companies are detailed as follows:

Accounts Receivable 2021 2020
US$ US$

FMC (1) 43,815,203 29,878,131
CODELCO Chile (1) 35,320,191 25,992,804
Cerro Verde 170 -
Total accounts receivable from related parties 79,135,564 55,870,935

Accounts Payable

CODELCO Chile 1,720,392 776,445
FMC 264,405 -
Minera Freeport-McMoRan Ltda. (MFMSA) 750,582 868,085
Freeport-McMoRan Sales Company 26,251 22,887
Total accounts payable to related parties 2,761,630 1,667,417

Long-term accounts payable to FMC 5,699,276 5,167,653

(1) As indicated in Note 1 and Note 2.2 (b), the exposure to risk because of variations in the price of copper is recorded
at fair market value. As of December 31, 2021 and 2020, the provisional pricing and the months of final settlement are
detailed as follows:

Metal Date Net Metric
Tons of
Copper

Maturity Provisional
Prices

Invoiced

Estimated
Future
Prices

Fair Value
Payable

(Receivable)
US$ per ton US$ per ton US$

Cathode December 31, 2021 8,077 January 2022 9,290 to 9,692 9,748 1,795,959
Cathode December 31, 2020 7,069 January 2021 7,644 to 7,893 7,758 (99,533)

As of December 31, 2021, accounts receivable from related companies included US$ 1,391,676 and
US$ 404,283 related to fair market value sales to FMC and CODELCO Chile, respectively. As of
December 31, 2020, accounts receivable from related companies included US$ (87,921) and
US$ (11,612) related to fair market value sales to FMC and CODELCO Chile, respectively. These fair
value adjustments are recorded as a current asset in the Statements of Financial Position. The
estimated future prices are based on published quotes from the LME forward curves.



SOCIEDAD CONTRACTUAL MINERA EL ABRA

Notes to the Financial Statements

As of December 31, 2021 and 2020

28

Note 9 - Related Party Disclosures (continued)

The following is a summary of the Company’s transactions with related parties during the years ended December 31. All transactions
were based on current market conditions and prices and were recorded in the Statements of Comprehensive Income.

Related Party Relationship Type of Transaction 2021 2020
US$ US$

FMC Related to shareholder Gross sale of cathodes 363,194,520 229,044,161
FMC Related to shareholder Services received 9,323,201 7,865,705
FMC Related to shareholder Purchase of software - 8,679
CODELCO Chile Shareholder Gross sale of cathodes 342,531,090 219,383,466
CODELCO Chile Shareholder Purchase of sulfuric acid and other 19,804,645 23,875,971
CODELCO Chile Shareholder Purchase of water rights 1,492,992 1,492,992
CODELCO Chile Shareholder Sales commissions 89,883 86,640
CODELCO Chile Shareholder Sales of sulfuric acid and other 1,772 61,573
CODELCO Chile Shareholder Sales of water 64,690 71,282
MFMSA Related to shareholder Services received 10,145,583 7,523,756
Freeport-McMoRan Sales Company Related to shareholder Sales commissions 94,874 90,190
Atlantic Copper Related to shareholder Purchase of sulfuric acid - 2,571,621
Cerro Verde Related to shareholder Purchase of materials and other - 768,067
Cerro Verde Related to shareholder Sales of materials 170 1,115
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Note 9 - Related Party Disclosures (continued)

Salaries paid to executives

Salaries paid to key executives during the years ended December 31, 2021 and 2020, amounted to
US$ 7,854,050 and US$ 6,677,676 respectively, including bonuses paid to each of these executives
in accordance with their employment contracts.

Note 10 - Accounts Payable

Accounts payable are detailed as follows:

2021 2020
US$ US$

Trade accounts payable 28,051,820 19,683,048
Services received, but not invoiced 13,510,642 5,180,732
Accounts payable related to capital projects 10,727,071 779,910
Materials received, but not invoiced 8,086,418 3,603,837
Vacation accrual 4,850,741 4,669,252
COVID-19 pandemic costs 32,066 17,079
Total accounts payable 65,258,758 33,933,858

Note 11 - Leases

El Abra leases various types of properties, including equipment and buildings under non-cancelable
leases.

Leased right-of-use assets are detailed as follows:

2021 2020
US$ US$

Lease right-of-use assets

Mobile equipment 6,383,525 5,671,358
Machinery and equipment 936,851 1,405,276
Buildings and constructions 74,871 298,337
Total lease right-of-use assets, net 7,395,247 7,374,971
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Note 11 - Leases (continued)

Lease liabilities are detailed as follows:

2021 2020
US$ US$

Lease liabilities

Current leases liabilities 3,750,023 3,890,217
Non-current leases liabilities 3,264,079 4,209,408
Total lease liabilities 7,014,102 8,099,625

Note 12 - Provisions

Provisions are detailed as follows:
2021 2020
US$ US$

Current

Accrual for bonuses 7,342,078 8,650,037
Accrual for staff severance indemnities (Note 2.2 (i)) 2,980,416 3,768,700
Provision for mine closure (Note 2.2 (j)) 296,550 152,073
COVID-19 pandemic related accruals - 529,677
Total current provisions 10,619,044 13,100,487

Non-Current

Provision for mine closure (Note 2.2 (j)) 142,614,339 164,716,105
Accrual for staff severance indemnities (Note 2.2 (i)) 23,933,641 30,724,805
Total non-current provisions 166,547,980 195,440,910
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Note 12 - Provisions (continued)

Changes in accrued expenses are detailed as follows:

Staff Severance
Indemnities

Mine
Closure

Bonuses and
Other

US$ US$ US$

Total as of December 31, 2020 34,493,505 164,868,178 9,179,714
Payments (1,653,397) - (9,179,714)
Additions and other adjustments (1) (111,291) (24,501,309) 7,342,078
ARO adjustment and disturbance - - -
Financial discount (1) - 2,544,020 -
Actuarial adjustment (2) (5,814,760) - -
Total as of December 31, 2021 26,914,057 142,910,889 7,342,078

(1) Recorded as an expense in the Statements of Comprehensive Income.
(2) Following are the assumptions used in the calculation of the actuarial value for staff severance indemnities:

Assumptions December 31, December 31,
(Percentages, except for retirement age and year of worksite closure) 2021 2020

Annual interest rate 5.67 3.16
Salary increase – Supervisors 1.00 1.00
Salary increase – Operators 1.00 1.00
Annual inflation 3.19 3.00
Annual turnover rate 5.30 4.85
Annual retirement rate 4.21 3.76
Retirement age:

Male 65 65
Female 60 60

Year of worksite closure 2041 2038

An increase or decrease in the following assumptions (assuming all other variables remain constant)
would result in the following approximate increase or decrease in other comprehensive loss for the
year ended December 31, 2021:

Increase Decrease
US$ US$

One percent annual interest rate 2,449,921 (2,810,778)
One percent annual salary rate (2,919,408) 2,579,177
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Note 13 - Income Tax and Deferred Taxes

Income tax and deferred taxes for the years ended December 31, are detailed as follows:

a) Payable income tax

2021 2020
US$ US$

Current income and royalty tax payable 68,357,191 7,835,036
Provisional payments and other (10,308,339) (2,295,090)
Provision for mining royalty tax 10,837,884 -
Amount payable to Chilean IRS (1) 68,886,736 5,539,946

(1) Included in payable taxes in the Statements of Financial Position (refer to Note 7).

b) Deferred taxes

2021 2020
US$ US$

Accelerated DD&A 114,031,917 116,378,271
Inventory 53,033,369 48,358,038
Lease right-of-use 2,210,202 1,584,640
Lease debt (2,096,291) (1,947,954)
Difference in amortization of mining properties (2,031,478) (2,136,707)
Water provision (4,184,152) (4,030,482)
Provisions (3,288,582) (5,824,748)
ARO - ARC (19,604,261) (19,437,741)
Other 710,214 125,791
Total deferred tax liability, net 138,780,938 133,069,108
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Note 13 - Income Tax and Deferred Taxes (continued)

c) Income and deferred taxes

2021 2020
US$ US$

Income tax (68,357,191) (7,835,037)
Mining royalty tax (10,837,884) -
Deferred taxes, net (1) (3,919,404) 7,147,644
Provision for income and deferred taxes (83,114,479) (687,393)

(1) Does not include US$ (1,792,426) and US$ 470,646 related to other comprehensive income (loss) for the years ended December
31, 2021 and 2020, respectively.

d) Effective tax rate

The Company is subject to corporate income tax in Chile. A reconciliation of the statutory tax rate
to the effective income tax rate for the years ended December 31, are detailed as follows:

2021 2020
US$ Rate US$ Rate

Chilean statutory income tax provision (68,678,257) 27.00% (582,008) 27.00%
Mining royalty tax provision (17,045,536) 6.70% (181,280) 8.41%
Other 2,609,314 (1.03%) 75,895 (3.52%)
Provision for income and deferred taxes (83,114,479) 32.67% (687,393) 31.89%

Note 14 - Shareholders’ Equity

For the year ended December 31, 2021, the Board of Directors (Board) agreed to pay dividends totaling
US$ 440,458, approved by all shareholders and confirmed at the Extraordinary Shareholders’ Meeting
celebrated on July 23, 2021.

For the year ended December 31, 2020, the Company did not pay dividends.
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Note 15 - Earnings per Share

Earnings per share is the amount computed by dividing net profit for the years ended December 31,
by the number of shares outstanding during the year, as shown below:

2021 2020
US$ US$

Net profit for the year 171,249,433 1,468,193
Number of shares 100,300 100,300
Earnings per share 1,707.37 14.64

Note 16 - Commitments and Contingencies

a) As of December 31, 2021, the Company had the following relevant contracts:

1) Services Agreement

Contractor : MFMSA
Date of contract : January 1, 2013
Term of contract : Ongoing
Objective : MFMSA provides administrative, supervisory and professional

services to the Company based on actual expenses plus a five
percent fee and the reimbursement of expenses incurred.

Contractor : Cerro Verde
Date of contract : June 18, 2019
Term of contract : Ongoing
Objective : Cerro Verde provides professional services to El Abra (and

vice versa) based on actual expenses and the reimbursement
of expenses incurred.
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Note 16 - Commitments and Contingencies (continued)

a) As of December 31, 2021, the Company had the following relevant contracts: (continued)

2) Contract of service for loading and storage of sulfuric acid at Mejillones

Contractor : Terminal Mejillones S.A.
Start date : June 1, 2013
End date : December 31, 2023
Objective : Operate and maintain a sulfuric acid unloading network

through the Mejillones Port, with six storage tanks of 20,000
tons each and an unloading network for rail cars and trucks for
storage and dispatch of sulfuric acid.

3) Contracts for supply of sulfuric acid

Contractor : CODELCO Chile
Start date : January 1, 2010
End date : December 31, 2026
Objective : Supply 50 percent of El Abra’s sulfuric acid requirement

(270,000 tons in 2022).

Contractor : Noracid
Start date : April 30, 2010
End date : April 30, 2025
Objective : Supply of 677,000 tons of sulfuric acid (50,000 tons per year

through July 2022 and 59,000 tons per year thereafter).

Contractor : Altonorte
Start date : January 1, 2019
End date : December 31, 2022
Objective : Supply of 60,000 tons of sulfuric acid required for El Abra in

2022.

Contractor : Southern Perú
Start date : January 1, 2020
End date : December 31, 2022
Objective : Supply of 60,000 tons of sulfuric acid required for El Abra in

2022.

Contractor : Cajamarquilla
Start date : January 1, 2020
End date : December 31, 2022
Objective : Supply of 45,000 tons of sulfuric acid in 2022.
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Note 16 - Commitments and Contingencies (continued)

a) As of December 31, 2021, the Company had the following relevant contracts: (continued)

3) Contracts for supply of sulfuric acid (continued)

Contractor : Trans Sud
Start date : January 1, 2020
End date : December 31, 2022
Objective : Supply of 70,000 tons of sulfuric acid in 2022.

Contractor : SA Services
Start date : January 1, 2020
End date : December 31, 2022
Objective : Supply of 40,000 tons of sulfuric acid in 2022.

Contractor : Pan Pacific (PPC)
Start date : January 1, 2020
End date : December 31, 2022
Objective : Supply of 40,000 tons of sulfuric acid in 2022.

Contractor : Hexagon
Start date : January 1, 2021
End date : December 31, 2022
Objective : Supply of 60,000 tons of sulfuric acid in 2022.

4) Contract for supply of electric energy

Contractor : Engie Energia Chile S.A.
Start date : January 1, 2018
End date : December 31, 2028
Objective : Supply of electric power and associated energy for the

operation of the mining facilities.
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Note 16 - Commitments and Contingencies (continued)

a) As of December 31, 2021, the Company had the following relevant contracts: (continued)

5) Contract of sulfuric acid and copper transport services

Contractor : Antofagasta Railway Company P.L.C.
Start date : January 1, 2009
End date : December 31, 2024
Objective : Transport of sulfuric acid for El Abra from Mejillones,

Chuquicamata, and Altonorte, as well as the transport,
storage and shipment of copper.

6) The Company has long-term agreements for the sale of 51 percent of the estimated total
annual production of copper cathodes to FMC and 49 percent to CODELCO Chile.

b) Lawsuits and financial guarantee

As of December 31, 2021, the Company has lawsuits in the normal course of business. Based
on facts currently known, it is the opinion of management and legal counsel that these matters
are not expected to have a material adverse effect on the Company.

The Company delivered US$ 50.5 million, as a financial guarantee for the mine closure plan
approved by SERNAGEOMIN. Refer to Note 2.2 (j) for details.

Note 17 - Financial Risk Management Objectives and Policies

The Company’s activities are exposed to different financial risks, which could adversely affect the
Company’s financial assets and liabilities or future cash flows, including the risk of changes in market
prices of minerals, exchange rate risk, liquidity risk, credit risk and capital risk. The Company’s financial
risk management program focuses on mitigating potential adverse effects on its financial performance.

The Company’s management is aware of existing market conditions, and on the basis of their
knowledge and experience, manages the risks that are summarized below. The Board reviews and
approves the policies to manage each of these risks.
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Note 17 - Financial Risk Management Objectives and Policies (continued)

a) Market risks

Commodity price risk

The international price of copper has a significant impact on the Company’s operating results.
The price of copper has fluctuated historically and is affected by numerous factors beyond the
Company’s control.

As described in Note 2.2 (b), the Company has price risk through its provisionally priced sales
contracts, which provide final pricing in a specified future month based primarily on quoted LME
monthly average prices. The Company records revenues and invoices customers at the time of
shipment based on then-current LME prices using the month-end forward prices, until the date
of final pricing. To the extent that final prices are higher or lower than what was recorded on a
provisional basis, an increase or decrease to sales is recorded each reporting year until the date
of final pricing.

The Company does not hedge its exposure to price fluctuation.

Based on a forward price per metric ton as of December 31, 2021, a 10 percent increase or
decrease in the price of copper (assuming all other variables remain constant) would result in an
approximate US$ 7.9 million increase or decrease in the Company’s 2022 profit before income
tax.

Exchange rate risk

As described in Note 2.2 (a), the Company’s Financial Statements are presented in
US dollars, which is the functional and presentation currency of the Company. The Company
does not have a significant exposure to exchange rate risk in its assets. However, part of its
liabilities corresponds to balances in currencies other than the US dollar, principally Chilean
pesos.
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Note 17 - Financial Risk Management Objectives and Policies (continued)

a) Market risks (continued)

Exchange rate risk (continued)

The table below summarizes the estimated impact on 2022 profit before income and deferred
taxes resulting from a 10 percent increase or decrease in the exchange rate (US Dollar-Chilean
Peso), based on a US$1=CLP$ 844.69 exchange rate:

Effect on 2022
Profit Before
Income Tax

US$

Suppliers

Increase in the exchange rate 3,036,665
Decrease in the exchange rate (3,711,488)

Severance provision

Increase in the exchange rate (2,709,469)
Decrease in the exchange rate 3,311,574

b) Liquidity risk

Liquidity risk is the risk that cash may not be available to pay obligations when they fall due at a
reasonable cost. The Company controls its required liquidity through an appropriate
management of due dates for assets and liabilities in such a way that it permits maintaining a
position of liquidity that allows it to adequately face its obligations. The Company sells copper
cathodes to companies that are well known in the mining sector at the international level and the
accounts receivable balances are collected between 30 and 90 days. In addition, the Company
currently has the possibility of obtaining funds from financial institutions, if necessary, in order to
comply with its contractual obligations.
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Note 17 - Financial Risk Management Objectives and Policies (continued)

b) Liquidity risk (continued)

The following table summarizes the Company’s maturities of its assets and liabilities as of
December 31:

2021 2020
US$ US$

Assets

Less than 3 months 335,937,199 121,935,405
More than 3 months and less than 1 year 464,232,150 361,037,927
More than 1 year 1,048,548,783 1,124,871,346

Liabilities

Less than 3 months 68,020,388 35,601,275
More than 3 months and less than 1 year 77,124,660 19,906,822
More than 1 year 314,292,273 337,887,079

c) Credit risk

Credit risk includes the risk that a customer is incapable of paying amounts in full when they fall
due and the risk of non-compliance by the third party in cash and cash equivalent transactions,
which is limited to balances deposited in banks and financial institutions and for accounts
receivable at the balance sheet date. To manage this risk, the Company has established a
treasury policy, which only allows the deposit of surplus funds in highly rated institutions, by
establishing conservative credit policies and through a constant evaluation of market conditions.
In addition, the Company’s sales are made principally to its shareholders, FMC and CODELCO
Chile, which have solid financial structures.

d) Capital risk

The objective is to safeguard the Company’s ability to continue with its ongoing business, in order
to give returns to the shareholders and benefits to the stakeholders and to maintain an optimal
structure that allows for reduction of the cost of capital. The Company manages its capital
structure and carries out adjustments to face changes in the market’s economic conditions. The
Company’s policy is to finance all of its projects, long and short-term, with its own operational
resources. In order to maintain or adjust the capital structure, the Company can adjust the
payment of dividends to shareholders or return of capital to its shareholders. There have been
no changes in objectives, policies or procedures during the year ended December 31, 2021.
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Note 18 - Remuneration of the Board of Directors

During the years ended December 31, 2021 and 2020, no remunerations were paid to the Board.

Note 19 - Cost of Sales

The amounts included in cost of sales are as follows:

Years Ended December 31,
2021 2020
US$ US$

Supplies 193,539,972 169,197,496
Employee benefits and personnel expenses 87,779,558 74,860,359
External services and general expenses 78,197,897 68,233,728
Utilities 69,871,350 65,594,993
DD&A 44,446,728 51,182,582
Intangible amortization 23,084 25,470
Work in process and finished goods (1) (37,923,341) (22,730,583)
Other costs 7,955,688 4,160,327
Stripping cost on production activities-current year (5,508,031) (5,775,397)
Total cost of sales 438,382,905 404,748,975

(1) There were no NRV adjustments for the year ended December 31, 2021. Includes NRV adjustment for US$ 710,957 and
US$ 435,155 on work in process and finished goods, respectively for the year ended December 31, 2020.

Note 20 - Other Losses, Net

The amounts included in other losses, net are as follows:

Years Ended December 31
2021 2020
US$ US$

Evaluation cost of prefeasibility / feasibility
studies for El Abra Mill (1) 13,775,251 4,154,959

Abnormal and idle facility costs (2) 1,516,625 19,653,754
Gain from prior year vendor rebates/credits (2,062,150) -
PP&E impairments of land - 2,000,000
Loss on disposal of PP&E, net 75,872 401,483
Loss on disposal of financing lease 637 15,716
Total other losses, net 13,306,235 26,225,912

(1) Cost of prefeasibility/ feasibility studies for the El Abra Mill include hydrological and geotechnical drilling; seasonal marine,
flora and fauna, and archeological baseline studies; and hydrogeological and geochemical models.

(2) Additional cost related to the collapse of a support column on the crushed ore stacker and COVID-19 for December 31,
2021 and 2020, respectively. See Note 1.
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Note 21 - Administrative and Selling Expenses

The amounts included in administrative and selling expenses are as follows:

Years Ended December 31
2021 2020
US$ US$

Freight and other 6,535,565 6,124,125
Depreciation of shutdown equipment (1) 3,453,668 5,841,751
MFMSA fees 483,123 358,274
Sales commissions 184,757 176,829
Total administrative and selling expenses 10,657,113 12,500,979

(1) Related to the recognition of depreciation of equipment idled as a result of the curtailed operating plan.

Note 22 - Subsequent Events

Subsequent to December 31, 2021, and up to the date of issuance of the Financial Statements, no
events have occurred that could significantly affect the presentation of these Financial Statements.




