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GENERAL ASPECTS

- Contents of National Report 5: well processed information with several new
approaches on the generation, distribution, and use of extractive incomes, and
transparence information. Period 2004-2006

- Context, 2004-2006: economic growth led by the extractive sector, extraordinary
growth of the utilities, increase in fiscal resources and in transferences to the
regions, difficulties of all State to manage increasing investment resources. Social
conflicts are on the rise

- Methodology and Battery of Indicators: WE WORK WITH REGIONAL TEAMS
(NGOs). They all follow a route of activities to produce reports every 6 months, and
they use the same battery of indicators

- We work with the available public information, accessing the transparency
portals and requesting information from Economic and Finance Minister, Mining and
Energy Minister, and Regional Governments. Additionally, we request information
from the main extractive companies

-Our main objective: is to develop capacities to collect, to process and to analyze
data, working with representative social and institutional leaders in the regions where
Propuesta Ciudadana works
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Net Utility : Mining company
¢Who win with mining boom? Millon of soles
- The extraordinary utilities obtained by the mining Empresa A9 || AN () e
companies in year 2006 as compared to 2005, border Antamina* 2,200 5,120 2,920
US $ 3,030 million (S/. 10,127 millones). Southern 3,009 4,161 1,151

Yanacocha 1,770 1,854 84
- The volumes of production practically did not oo 776 1.452 677
increase, l_Jut company util_ities kept on increasing, b, . e 245
due to the increase of the prices. _

Barrick 626 1,371 745
-Voluntary contribution (Aporte Voluntario) is a new Xsuatga ppo &0 S0y
agreement between the government and the mining Volcan 66 759 692
companies. The annual contribution is of US $ 151 Los Quenuales 122 538 416
million, similar to the amount that company are not Minsur 488 537 49
paying in royalties (because of the stability El Brocal 43 358 315
agreements). Milpo 64 314 251
- This contribution is equivalent to only 5% of the Shotigang 228 " 3
windfall profit obtained in year 2006. If a 50% windfall ggococha < 2l o3
profit tax was applied, they would be paying US$ Santa Luisa 39 115 6
1,500 million annually. Otros 130 484 355

Total muestra 10,897 19,505 8,608
- The clear beneficiaries of the voluntary contribution
agreement are the mining companies. Total Sector Minero 12,820 22,947 10,127

Fuente: CONASEV
Elaboracion: Vigila Pert



Little transparency on the rent generated in El:

There is not public information available on:
-Value of the production of each company
-Royalties paid by each company

-Income Tax paid by each company (there is accessible for those that
guote in the stock exchange, in the CONASEV web)

We made estimations of the value of mining production using:
- Volume of extraction (Mining Minister)
- Prices - FOB (Central Bank).



Transferences of Mining Rent to Regions

Millon of nuevos soles
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Nota: El estimado 2007 no considera la transferencia de golpe realizada en junio 2007

Fuente: Transparencia Econémica

Elaboracion: Vigila Perd, Exchange (2006) 1 US$: 3.2 Soles




Participation of extractive industry in VAT, by activity.

2001 al 2006
Millones de Nuevos Soles

Activity 1998 1999 2000 2001 2002 2003 2004 2005 | 2006 1/ Pa;“;(i)%gtio
Other activities 6,810 6,469 6,756 7,905 7,671 8,689 9,808 | 10,818 6,784 35%
Manufactury 4,884 4,679 4,755 6,040 6,887 7,174 7,281 7,683 4,224 22%
Mining 641 503 699 613 689 1,002 1,742 3,126 3,992 21%
Trade 2,262 2,111 2,122 2,066 2,290 2,597 3,065 3,627 2,222 12%
Oil and gas 1,498 1,550 1,605 583 321 656 995 1,381 1,018 5%
Construction 785 702 694 586 544 754 666 851 593 3%
Agricultury 147 138 149 191 217 276 296 306 174 1%
Fish 66 50 86 77 115 139 202 250 119 1%
Totaly 17,093 | 16,203 | 16,867 | 18,062 | 18,734 | 21,376 | 24,054 | 28,041 | 19,125
Mining Participation 4% 3% 4% 3% 4% 5% 7% 11% 21%
Oil and gas Participation 9% 10% 10% 3% 2% 3% 4% 5% 5%

1/ Informacién al Primer Semestre 2006

Fuente: Nota Tributaria — SUNAT
Elaboracion Vigila Pert




Inequity in Canon
Distribution

Period 2004 - 2006, 8 regions
(Cusco, Cajamarca, Loreto, Tacna,
Moquegua, Piura, Ancash)
concentrate 5% of canon
resources. Each one receives over
US$ 145 million

In contrast, 5 regions (San Martin,
Amazonas, Madre de Dios,
Lambayeque y Huénuco) received
only 0.02% of the total

Additionally, inequality also occurs
within regions, with some producing
districts and provinces
concentrating most resources.

(1]} 1

457 1403 2106

Total paneral

3092 41 10467
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Execution of the investments in regional governments where the canon finances more of 50%

of the investments, 2004-2006 (million of sol and percentage)

Budget Canon to investment Scallite) |

Range of budget Regional Government 2004 2005 2006 2004 2005 2006
Loreto 81.74 78.61 113.77 82% 89% 66%

More S/. 70 millon | Cajamarca 47.08 79.17 111.41 55% 52% 62%
Cusco 5.28 46.01 158.93 42% 26% 39%

Ucayali 55.58 64.26 65.77 57% 75% 84%

Between S/. 40 - Mogquegua 11.29 47.55 114.04 54% 31% 44%
el o" Ancash 27.94 27.95 70.48 58% 87% 41%
Tacna 8.98 33.00 81.46 58% 27% 48%

Puno 23.67 35.25 36.34 64% 51% 55%

Les S/. 39 millon Tumbes 19.95 25.84 34.79 24% 32% 52%
Lima provincias 11.73 20.72 28.02 30% 23% 56%

Total 177.53 249.09 432.87 61% 54% 53%

Fuente: MEF. Elaboracion: Vigila Pert




Proyectos financiados con el CSCRP sagin funcidn en los gobiernos regionales, 2006.
En porcentaje

GR Ancash

Canon Use by Regional
Governments saneamvonto " Sancamiento Otras

Industria, comercio y
sarvicios

- In 2006, in average the 26

. . . usacian Educacion FPesca
regional governments invested in: =¥ eunura y cullura

- Transport (26%) __ GRcaamarea || GRCusco |

- Education (24%) Saudy  owos  Egucaiony curs S

- Health and sewage systems | ®"#™ : il

(14 %)

_ - . 0 1

This 3 functlo_nS concentrate 64% | mranspore o racs mineraics Educacion il

of total canon investment. planeamiento
__________GRMoquegua________J| ________ GRPwa_________|

- There is an excessive emphasis
in infrastructure. This happens
because of the mandate of the law
and because there is little

Transporte Owros Educacion ¥ cultura

41%

experience in other types of Educacién Salod ¥ e Profeceion =
o ¥ cultura W prevision Mrrnnlﬁtrac_im ¥
p rOJ eCtS =ocial planeamiento
Fuenta: MEF

Elaboracidn: Vigila Pera
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OUR PROPOSALS

1. To improve the distribution of the canon. In the first place, redistributing the
resources within the regions. Secondly, compensating the regions that do not receive
significant amounts of canon resources. Options: a percentage of what is actually
received by both the producing regions and the central government. Both changes
require a modification of the Law of Canon.

2. To optimize the use of the canon resources. A Stabilization Fund to allow the local
and regional governments to manage constant and foreseeable investment
resources. A Heritage Fund, to have a permanent source of revenue once the
mining, oil and gas resources are exhausted.

3. Universal payment of the Mining Royalties and no-renovation of contracts of
legal stability.

3. To implement a mechanism (tributary or non-tributary) to allow the Peruvian
State to participate of the extraordinary utilities, currently being obtained by the
mining companies extracting non renewable natural resources.



Reporte Nacional

N° 5

Balance 2004-2006

5. Improve transparency regarding the extractive industries revenues,
specially in mining. The central government must create a system that
offers individualized information on the value of the production, income tax
and royalties, paid by each company on a region by region basis. Also, a
new strength has to be given to the Peru EITI process.

6. The regional governments and local governments with greater canon
transferences must implement institutional reforms to improve their
Investment management capacities, with a view to the next 10 years.

7. To implement the CEPLAN (Strategic National Planning center), to
fortify the investment planning and management capacities of the State.
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B La infarmadion que publicames ha sido tomada del Reporte Macional 5 de Vigilancia de las Industrias

; i A UE TIPO DE PROYECTOS SE FINANCIAI Ri R Ik =DID, 3

Extractivas, balance 2004-2006, elaborado por el Area de Vigilancia del Grupo Propuesta é'ip.m. EN LOS mm‘iué‘fﬁmmgf P08 BECURUR DE EOEMEEIAS A FUMEN:
Ciudadana, el cual consofida 1a inforrnacidn de 8 reportes regionales elaborados en Piura, Cajamarca,
La Libertad, Ancash, lca, Arequipa, Cusco y Moguegua.
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Levanten reserva tributaria de las mineras

= Sefialan que regiones deben conocer lo que las empresas tributan al
Estado para dar tranquilidad social y evitar conflictos.

Milagros Salazar.

Mo a las cifras ocultas. Ayer
en una mesa de trabajo
durante la presentacidn del

nuevo informe sobre industrias

extractivas del consorcio de

las OMNG Propuesta Ciudadana

Se generd un consenso entre
especialistas y congresistas
para impulsar un proyecto de
ley que permita levantar la
reserva tributaria a las

L0 G GARAN LA MEMEAAS T RECIBER LA% MU0

D e

Lo que ganan las mineras y reciben las

mineras, es decir, que todo el regiones. Haga click en laimagen para

pais pueda conocer cuanto
paga cada una de estas
compafiias al Estado.

ampliar.

De esta manera, |as regiones que reciben el canon minero (que
representa el 50% del impuesto a la renta que aporta la mineria) podrian

contrastar los beneficios que

reciben de este "hoom” de los precios de

los minerales con las millonarias utilidades de las empresas. opingd
Epifanio Baca, uno de los autores del informe.

"Al facilitarse informacion a las regiones puede haber un mejor ambiente
social para la mineria”, sefiald el especialista. El ex jefe de la Sunat, Luis

Alberto Arias, considers que '

aportan las empresas porgue

"va no tiene sentido proteger a lo que

no estamos en época de terrorismo” y hay

gstabilidad econdmica. "Si no se ha levantado esta reserva (que estipula
gl Codigo Tributario) es porgue no hay voluntad politica v frente a eso
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