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MINING AND SUSTAINABLE DEVELOPMENT
I wish to convey the kindest regards by Dr. Alan Garcia Perez, Constitutional President of Peru to the ladies and gentlemen participating in this event. My appreciation to Minister Ian Macfarlane for his hospitality and my congratulations for the successful organisation of this meeting of APEC Mining Ministers. 

If we take into account that minerals are unrenewable natural resources, it could be stated that mining is not a sustainable activity. However, its products represent the basis upon which the infrastructure for the development of a sustainable economic activity is built. Under this premise, the concept of sustainable development in mining implies for companies to develop the necessary integration of the environmental and social aspects in its strategies aimed at generating profitable businesses. The ability to manage and incorporate the social topics to the same extent as the environmental ones is the main priority and the greatest challenge that mining activity face nowadays.

On the other hand, the social corporate responsibility or social license implies the making of timely and adequate decisions that are part of meeting national and international legal requirements as well as absolute respect for political, cultural, social and economic rights of the communities in the milieu and the protection of the environment.
The concept advocates for a constant commitment by the companies with effective measures that contribute to improve its relation with the population that hosts them and to which they should integrate.  

We have encountered some social conflicts. Its persistence could make unviable the investment opportunities. Nevertheless, the new administration lead by President Alan Garcia has managed to give the country a climate of social peace based on the timely and transparent dialogue. The companies have assumed this situation in a responsible manner and in close cooperation with the State are currently working on the improvement of the quality of life of the communities in their milieus, generating a climate of respect and trust.
Peru is a mining country since Pre-Columbian times. The colonization left traces of an intense and adverse activity, during the Republic continued with the exploitation without any care for the environment, all of which is expressed in the existence of the so called mining environmental liabilities which we now intend to remedy.
This Government has taken action. According to the Law of Mining Environmental Liabilities and its regulations, in those cases where it is not possible to identify the responsible, the State assumes the obligation to remedy them through trust funds. On the other hand, it has been established that the state company ACTIVOS MINEROS S.A.C. will execute the projects of closing or environmental healing of the company CENTROMIN PERU S.A. or other State owned companies. To this objective, on 31 May 2006 an Environmental trust fund was constituted with an initial amount of US $ 13’430,000.

Also other private trust funds have been constituted, for example, the one established for Peru Copper, holder of the Toromocho’s Project for the treatment of the waters of Tunnel Kingsmill for an amount of US$ 15´148,104.16, which for years has contaminated the basin of the Mantaro river in the central highlands of Peru. Hence, the administration is devoted to giving a new face to the mining activity, with environmental responsibility. 
It is a policy of the State that every mining project must be related from the beginning to the local population, promoting a partnership under the guidelines that facilitate the hiring and training of local workforce, the use of goods and services from the area and the execution of works that benefit the communities and its environment, among others. Thus, in every mining project the company signs a commitment with the State, declaring its intension to undertake mining with:
· environmental excellence

· respect for institutions, authorities, culture and local customs, keeping a proper relation with the communities surrounding the mining operation

· a continuous and timely dialogue with the regional and local authorities, the communities around the mining operation and surrounding areas and its representative organisations, adequately informing them about its activities

· Promotion of preferential employment from within the local communities, providing opportunities for the required training, including the acquisition of local goods and services for the development of the mining activities, in equal and fair quality conditions, opportunity and price, creating appropriate mechanisms of dialogue.
CULTURE OF DIALOGUE AND PARTICIPATION

From the first day that we assumed the responsibility of Government, we knew how to address the challenge of meeting the demands from the people. We have had, for instance, a successful experience of mediation last August in the negotiations between the company Cerro Verde and the mayors of the province of Arequipa, which claimed US $4 million for a minor mining canon collected after the reinvestment of profits. The Ministry of Energy and Mines, together with the Presidency of the Council of Ministers, through high level dialogue, achieved the acknowledgement of the demand by the company, which also committed itself to invest an additional US$ 50 million for the construction of a potable water plant in Arequipa. 

Another example is the case of the community of Combayo, Cajamarca, in which, with the advice of the Interamerican Bank of Development, it was possible to begin the studies of water reinforcing in Porcon and other neighbouring areas. The objective is to ensure that the mining exploitation won´t risk the supply of water in the sufficient quantity and quality for the development of agriculture and human consumption. 
It is also interesting to note the experience of the Milpo Corporation in its Project Cerro Lindo, in Ica. Milpo plans to pump desalinated sea water for more than 45 kilometres for its concentrating plants.

Likewise, it has been approved that a guarantee be given by companies for their Plan of Mines Closing that up to 50%, is to be used in reforestation of the surrounding areas of the mining projects. 
On the other hand, the Minister of Energy and Mines has strengthened its General Direction of Social Management, which objective is the promotion of healthy relations between the companies and the community, as well as the prevention and solving of conflicts. With this approach, the guidelines that the government emphasizes are citizen vigilance, governability and entrepreneurial social responsibility.
The companies, in turn, have made clear their social commitment and contribution to sustainable development. 
Considering the high prices of minerals in the international market and the problems of extreme poverty we face as a country, the companies, in consultation with the government, agreed to contribute voluntarily in favour of the communities US $800 million within in the next five years. 

Through this contribution named ¨Mining Program of Solidarity with the People”, the mining companies commit themselves to allocate a percentage of their net utilities, in an extraordinarily and temporarily manner.
This voluntary contribution does not replace the investments made as part of their policies of social responsibility that have been assumed by agreement with the population near their deposits and operation areas. It is about an unprecedented experience, where the companies establish funds or trust funds that will be primarily allocated to:

· Nutrition of children between 0 and 5 year of age and pregnant mothers;

· Primary education and programs of educational support and technical capacity; 
· Health and sanitation;
· Capacity building of public management for the identification and viability of projects oriented to facilitate the use of other resources, like the canon and the mining royalties and other available resources. 

· Support and development for the generation of productive chains and projects of sustainable  development beyond the mining operation;
· Basic infrastructure in electricity, potable water, sanitation; maintenance and repairing of access ways and roads; 
· Works of local or regional impact, with the intensive use of non-specialised local workforce. 
I would like to point out that to reach this agreement we took into account the recent experience with the company XSTRATA, which decided to give 3% of its utilities before taxes in favour of the province of Espinar in Cusco.

THE ATTRACTIVENESS OF INVESTMENT IN PERU 
Peru is a leader in mining production worldwide. It is the first producer in Latinamerica of gold, zinc, lead and tin, according to the Bureau of Mines of the United States (USGS) and holds the second place in the production of copper, molybdenum and selenium. Worldwide, Peru is the first producer in silver, the third in copper and zinc, fourth in plumb and molybdenum and fifth in gold. 

The mining sector provides approximately 75 thousand direct jobs and more than 330,000 people and their families depend indirectly on this activity. 
The spectacular growth of the mining sector has significantly reflected on the growth of the Peruvian economy, registering the highest average in the region in the last five years. The Peruvian Government wants to make this growth available to the least favoured sectors of the population, which in its majority are situated in the areas of mining exploitation.
ADVANTAGES OF INVESTING IN PERU:

Peru has a legal framework that promotes the investments, which allows:

• The signing of stability agreements with the Peruvian Government for periods of 10 to 15 years for its operations; providing tax, exchange and administrative stability;

• Recognition for tax deductions that affects production;
• The investments approved by the authority in infrastructure of public services are deductible from net income taxes;
• Free movement of profits, dividends and financial resources and also free availability of foreign currency;
• Devolution of General sales tax for the investment undertaken in exploration activities;

• Roll over net losses for four consecutive years into the year in which taxable profits are registered;

• Freedom to commercialize mineral products. 
National and foreign investors do not need any authorization to invest in Peru. The foreign investment is based on the principle of non-discriminate National Treatment. 
In the bilateral field, Peru has subscribed agreements for the promotion and protection of investments with more than 25 countries in Europe, Asia and America, including the one signed with Australia in 1995. Nowadays, we continue our negotiations toward the subscription of other 23 bilateral agreements. 
In summary, among other things Peru offers investors:
i. A stable macro economic situation; 
ii. A lesser  assessment of country risk compared to other countries in the region; 

iii. Opportunities of investment in infrastructure and public services as well as private projects;  

iv. The successful negotiation of Free Trade Agreements that guarantee duty free access (duties) to different markets. 
v. An appropriate legal framework applicable to foreign investment. 

PROSPECTIVE PROJECTS: 

The investments in mining projects for the years 2007-2011 are estimated around US$ 10 billion in the following projects: Toromocho US$ 1,524 million, Las Bambas US$ 1,000 millions, Bayovar US$ 350 millions, La Granja US$ 1,000 millions, Michiquillay US$ 1,000 millions, Rio Blanco US$ 1,000 millions, Quellaveco US$ 1,000 millions, Cerro Corona US$ 300 millions, Cerro Lindo US$ 65 millions, Marcobre US$ 200 millions, Los Chancas US$ 700 millions, Tia Maria US$ 150 millions, Antapacay US$ 600 millions. Pucamarca US$ 46 millions, and other for US$ 1,000 millions.

Currently, PROINVERSION plans to launch this year the Gold Project, LAS HUAQUILLAS, which is located in the northern Highlands in Peru and comprises three mining concessions with a total area of 2,400 Ha.

Likewise, Tambogrande in Piura, with its gold richness ready to be exploited. The launching of the bid for the Second Phase of Bayovar is also planned. 
Thanks to the mining investments, the contribution to the Peruvian State represents an important amount of tax revenues. This situation allows for regional and local governments to count on enough resources for their development plans. Sum 50 % of the income tax revenue constitutes the mining canon. Finally, the contribution of the mining sector is particularly significant, constituting the productive sector that most contributes to the State. 
The country that we are building is based on respect to the Constitution and laws and the promotion of the culture of dialogue. We are showing that it is possible to achieve sustainable development and profitable business with social peace and democracy. 
We expect you at APEC 2008. 
Thanks for your attention.
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