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APEC

IEG PUBLIC - PRIVATE DIALOGUE
ON PROMOTING INFRASTRUCTURE
INVESTMENT TRHOUGH PPP

SESSION 1

August 13, 2014

Gonzalo Prialé
President AFIN

INTRODUCTION

AFIN IS AN ASSOCIATION OF OVER
50 PRIVATE COMPANIES WHO HAVE
ONGOING LONG TERM PPP CONTRACTS
WITH PERU GOVERNMENT
TO BUILD, OPERATE AND MAINTAIN
PUBLIC USE INFRASTRUCTURE.
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PERU BACKGROUND

INFRASTRUCTURE GAP 2012-2021 PER SECTORS

(in USS million)

i SECTOR GAP

Energy 32,987 37.5
Transpaort 20,935 23.8
Telecom 19,170 21.8
Water infrastructure 8,682 9.9

Water and Sanitation 5,335 6.1

Heailth 478 0.5

Education 388 0.4

10020%

Source: Universidad del Pacifico, ESAN

EQUIVALENT TO 44% OF GNP




BACKGROUND

PPP AWARDED PER PRESIDENTIAL PERIOD

{in USS millien)

D BOP MBER AR Y
Fujimori (93 - 00) 15 3,193 10
Paniagua (00 - 01) 2 76 0
Toledo (01 - 06) 10 2,512 8
Garcla (06 - 1) 38 7,855 23
Humala (11 - 16] 28 19,821 59
TOTAL 93 33,457 100%

Source: PROINVERSION
Blaboration: AFIN

BACKGROUND

AWARDED PPP / NOT STARTED YET

(2010 - 2013}

2010 1,523 106 7

201 3,688 910 25

2012 750 358 48

2013 4,761 3,221 68
TOTAL 10,722 4,595 43%

AWARDED PPP: 34 | NOT STARTED YET: 14

8/11/2014



BACKGROUND

DURING 37 MONTHS
OF PRESENT GOVERNMENT

28 PPP AWARDED FOR US$ 19,821 MILLION
10 PPP AWARDED IN 2014 US$ 14,303 MILLION
MAIN ONES:

LINE 2 LIMA METRO (34 KM) US$ 5,658
SOUTH PERU GASODUCT US$ 7,328

BACKGROUND

PERU MAIN PROJECTS

LIMA METRO LINES 3, 4, 5 AND 6
86.5 KMS. EST. US$ 17,200 MM

LONGITUDINAL OF THE ANDES 3,473 KMS
IN 6 TRANCHES

NORTH PERU GASODUCT EST. US$ 3,000 MM

HYDROENERGY GENERATION
6,000 MEGAWATS 2014-2018 EST. US$ 15,000 MM

8/11/2014



ACTUAL SITUATION

NORMS IN PLACE

A PPP LEGAL FRAME,

A REGIME FOR COFINANCED AND SELF
SUSTAINABLE PRIVATE INITIATIVES,

A REGIME TO APPLY FUTURE TAXES TO
PUBLIC WORKS.

PROINVERSION, PRESIDED BY THE
MINISTER OF ECONOMY,

IS IN CHARGE OF PPP PROMOTING AND
CONTRACTING.

ACTUAL SITUATION

PERMISOLOGY

BOTTLENECKS NEED BE FACED AND SOLVED.

MAIN OBSTACLES IN ENVIRONMENTAL,
ARCHEOLOGICAL, AND MUNICIPALITIES
PERMITS.

DELAYS GENERATE COSTS OVERRUNS.

TO SIMPLIFY PROCEDURES AND
PERMISOLOGY IS VITAL.

8/11/2014



ACTUAL SITUATION

A MID TERM PPP PROGRAM IS NEEDED

TO ESTABLISH AN OFFICIAL CONTINUITY POLICY,

TO ATTRACT INSTITUTIONAL INVESTORS AND MORE

BIDDERS.

AFIN HAS PROPOSED A 2014-2018 PPP PROGRAM
FOR US$ 70,000 MILLION (35% OF GNP).

MAIN SECTORS ARE ENERGY 35%, LIMA METRO
LINES 32%, TRANSPORTATION 24%, WATER,
SEWAGE AND IRRIGATIONS 8%

ACTUAL TRENDS

PERU CAN FACE THE CHALLENGE

MICRO: GOVERNMENT IS MAKING EFFORTS TO PROMOTE
PPP IN HEALTH AND EDUCATION.

MACRO: PERU HAS A SOLVENT FISCAL SITUATION.

NET PUBLIC GOVERNMENT DEBT IS CERO. ABOUT 15%
OF GNP PUBLIC DEBT VERSUS 15% OF GNP IN PUBLIC
SAVINGS.

MOST OF NEW PPP NEED COFINANCING. PERU IS
EQUIPPED TO FACE THE CHALLENGE.

8/11/2014
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ACTUAL TRENDS AND CHALLENGES

HUGE INFRASTUCTURE WORLD
EFFORT IS NEEDED

MCKINSEY FOUND THAT US$ 57 TRILLION NEED TO BE
INVESTED IN WORLD INFRASTRUCTURE UP TO 2030, JUST TO
SUSTAIN A MODERATE WORLD GROWTH RATE.

PACIFIC ALLIANCE (MEJICO, COLOMBIA, CHILE AND PERU)
ABOUT 3% OF WORLD GNP
SHOULD INVEST US$ 1.6 TRILLION IN INFRASTRUCTURE,
DURING FOLLOWING 16 YEARS
AT US$ 100,000 MILLION PER YEAR.

PERU 10% OF ALIANZA DEL PACIFICO GNP
WOULD NEED TO INVEST US$ 10,000 MILLION PER YEAR.

FINANCING CHALLENGES

INFRASTRUCTURE FUND FOR COFINANCING,
AT 2% OF GNP PER YEAR, FOR GUARANTEES.

INFRASTRUCTURE BONDS.

PERU IS RATED BY THE WORLD BANK (DOING
BUSINESS 2014) PROTECTING INVESTORS: 16,
REGISTERING PROPERTY: 22
GETTING CREDIT: 28, OVERALL.: 42

PERU GNP AVERAGE GROWTH
2004 - 2013: 6.4%




ACCOUNTING CHALLENGES

HOW TO RESPONSIBLY ACCOUNT FOR
THE FISCAL EFFORT OF COMITTING TO A
5 YEAR PPP PROGRAM?

ACCOUNT FOR GUARANTEES AND
COFINANCING FOR EACH PROJECT, AND
ALSO ACCOUNT FOR DIRECT, UNDIRECT,

AND INDUCED BENEFITS OF SAME

PROJECTS.

Direct benefits: production, employment and
production taxes generated by the sector due to an
increase in final demand

Indirect benefits: production, employment and taxes
generated in other sectors providing the directly
affected industry, the goods and services necessary
for its production

Induced benefits: production, employment and taxes

generated by the increase in expenditure, generated

due to the increase in income resulting from the direct
and indirect benefits

8/11/2014
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BIGGEST CHALLENGE
OF THEM ALL IS
TO OVERCOME PERMISOLOGY




