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Cu rren t SI tua tlon: Segun el Anuario Minero 2021 del Minem, la

produccion aurifera del Pert en el 2021 fue

‘o“ i n rorm a l" or i lleg a l? de 97,3 toneladas métricas finas (TMF), un

aumento del 10,5 % en comparacion a similar
periodo del 2020 (87,1 TMF). En conclusion,

® ECONOMIA sila produccion aurifera del Pert en el 2021

fue de 97,3 TMF y si tomamos como referencia

OPERAN EN TODO EL PAIS, SOBRE TODO EN LA EXTRACCION DE ORO

. . e L e Jortinera etk que la produccion ilegal de oro llego al 29 %

Mmer]_a llegal e ﬁﬁ‘%ﬁ%ﬁf %E:mgﬁ%?% del total de la produccion formal en el 2019

- f orm a.l mueven ?ﬁomﬁ“még?;jjgs &ﬁf;%ﬁéﬁ (Macroconsult S. A., 2019); entonces, la
sverdaderoalance. M irestiontog P produccion ilegal de oro en el 2021 fue de

US $ 4,000 m_lls . % LM;‘?L‘LEE%S;;’;: aproximadamente 28 TMF, valorada, a un

~ - Dioscomoel inicofoeodemi s ineromuere alaf con precio de USD 1799 ozt (Consejo Mundial del

al d110 eI el Perll Edakansaaiododerions,  minalesysuimpatoenciPe Oro), en aproximadamente USD 1777 millones

sinexcepcion. ni",elaboradoporCapital Hu-

ElRegisiroIniegralde For  manoy Socialy la fundacidn

en manos de los mineros ilegales.

Monto involucrado en los Informes de Inteligencia Financiera por Delito Precedente
(enero de 2013 a febrero de 2022)

Acumulado: ene 2013 a feb 2022 12 meses: mar 2021 -feb 2022
Posible Delito vinculado
m Total Millones USs m Total Millones US$

Mineriailegal 61 7301 1 111

Defraudacion tributaria 48 1502 9 89

Delitos contra la administracion
publica (corrupcion de funcionarios 168 1378 15 27
y enrigquecimiento ilicito)



Conceptual situation

ASM (“MAPE")
Artisanal mining

Small mining

U

Informal mining

Informal mining in process
of formalization

lllegal mining



Legal framework

Evolucion del Marco Legal del proceso de
formalizacion minera en el Peru

Inicio del proceso de Inicio del Proceso de
formalizacion minera en Formalizacién Minera Integral
Peru

*Se regula la interdiccion a la
mineria ilegal
*Control y fiscalizacion de
insumos quimicos

*Apertura de Inscripcion al o
REINFO de Personas Naturales Inscripcion SUNAT

(120 dias habiles)
Desde 06/01/2017 al 01/08/2017

*Declara de Interés Nacional la
formalizacion de la PM y MA

; *Creacion del Proceso de ey
*Se Apertura el Registro s : ' R rt .
desde abril a diciembre 2012 Formalizacion !\/Ilnera Integral i deT??pglNuFrg (;eErII,:Fd;,
' ! ! (16/01/2020)
D DODD oo -
L 2|7651 ; ' : DL 1293 :
ey DL 1099 al 1107 ! :
! : (31/12/2021)
(24/01/2002) DL 1105 ; : (30/12/2016) DL 1336 :—:/s; 3112 z(:; :
1 |

DS 013-2002-EM ! Estrategia de (06/01/2017) ( ) |

(21/04/2002) : Saneamiento Disposiciones para Reestructura la !

| DS 029-2014-PCM proceso de inscripcién en el !

l (19/04/2014) formalizacién minera REINFO !

! integral L )

1 ¥
Creacioén de la Vigencia del Proceso de

DGFM Formalizacion Minera
DS 025-2013-EM Integral

(26/07/2013) (i )ii ) MINEM

MINIS TERIC AY MINAS
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La interminable ampliacién del proceso de

d m i n istra ti ue formalizacién minera
0 0

|
——
Ley N° 27651, Ley Decreto Legislati Decreto Sup Decreto Legislativo Ley 31007, qus e
de Formalizacién y N° 1105, que N° 029-2014-PCM, N° 1293, declara reesiniciuraia . 2021-CRy 00733-2021-
Promocion de la establece apruebala de interés ‘x:mg;e" SHRo .
Pequefia Mineria y disposiciones para Estrategia de nacional la Formaizacién Minera de
Mineria Artesanal el proceso de Saneamiento de formalizacién de p‘;:“""-“ Bayaiezo
formalizacién de la Pequefia las actividades de ':ncf::'lfse Minasla forhiocsn 48
las ocﬂyidaz.:ies t‘:le anerl:a ydela Io.pegueﬁq i desanoiondoos URdnleva. Levc:ene«o«
pequena mineriay Mineria Artesanal mineriay mineria octividodssde . de Pequefia Mineriay
ineria artesanal expiotacion o beneficio Mineria Artesanalen un
mineria artesanal artesanal enelsegmento de oG 180 ot

pequefia mineriay
mineria artesanal

Registro integral de

[ F&”%‘;,‘“%w . INFOGRAMA DEL PROCESO .
= FORMALIZACION Y
e comeeno MINERA

inscripeidn:
Hasta o 23 e setiembre 2020

Primera norma que Ante el fracaso del proceso anferior, se aprobé uno Se establecen 120dh para El 16 de diciembre el
establece un nuevo, con una duracion de 24 meses (hastael inscripcion en el Regisio Congreso aprobé el
procedimiento de 17/04/2014). Decreto N° Integral de Formalizacitn proyecto de ley que
formalizacién minera en 032-2013-EM, se dispuzo la aprobacion de la ESWGQ"-‘ mmm’e dispone ampliar el
NTANILLA [ Qbsenvaciones. el pais. de Saneamiento del proceso de formaiizacion, con 1 i
INICA VIRTUAL AUTORIDAD mefas anuales y feniendo como ob]ehvo el afio 2014. Se efo Supremo N° 001 plazo por fres afios
REINFO i p o oo presenia  rmés REGIONAL. jaria con los mineros i de MD-BA‘(’E/OVMD).E
c te al 19 de abril d RDIA
Y ermnrs i ompromisos vigente al 19 de abril de goln
PREVENTIVO i e E P i
Meddas preentis de a
SCaad mireea s se -
S oty . .
e mace Infografia: Interaccion Ambiental
Area Natural Protegida.
7 opinien Favorabie
SERFOR
actividad superpuesta a
concesiones forestales.

¥ Numero de mineros informales

Acreditacion de propiedad o
autorizacion de uso di

e . Mineros que Segunda
Smamr., F e iniciaron el proceso etapa Formalizados

concesién minera.
160 de Dedl 16 resolucion Dwx‘mml °

Presentacion de laracion
Jurada de Inexistencia de
Restos Arqueolégicos
Aprobacién de Instrumento Los fermaws se pueden
de Gestion Ambiental descargar dela péw?ma Web
-IGAFOM. del MINE
Presentacion de Expediente
Técnico.

otorgado por la DREM/GREM.

Infografia: SwissBetterGold Initiative

2012 14 16°

*Sinincluir a Saleman Consultores, Instituto
Madre de Dios Redes de Desarrollo Social, MEM
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“Ingredients” (Context)



Informal economy within the country

( A

PERU: PARTICIPACION DEL SECTOR INFORMAL EN EL PBI
Y EN EL EMPLEO EQUIVALENTE, 2020

(Millones de soles corrientes y miles de empleos)

PBI EMPLEO

[ Total: 705 795 J [ Total: 15 224 ]

Sector Informal

17,7%

55,6%

9 Fuente: Instituto Nacional de Estadistica e Informatica - Cuentas Nacionales. b




Labor informality in the regions

Empleo informal en 2021, segun departamentos

Departamento

Huancavelica
Apurimac
Puno
Huanuco
Cajamarca
San Martin
Ayacucho
Amazonas
Cusco
Loreto
Pasco

Junin
Ucayali
Ancash
Piura
Tumbes
Madre de Dios
Tacna
Nacional
Lambayeque
La Libertad
Moquegua
Arequipa

Ilca

Lima

Callao

Empleo informal

285,677
258,709
802,275
442 361
818,747
480,624
350,918
228,444
691,110
476,539
151,485
636,958
255,548
533,658
831,693
111,552
74,937
141,822
13,156,308
505,218
716,950
75,260
473,770
297,504
3,190,959
323,592

Empleo formal

15,700
26,951
85,607
49,863
97,255
57,363
44,274
30,357
101,185
77,907
25,761
109,813
44,196
107,119
180,855
24,730
18,234
40,292
3,963,833
157,938
261,340
32,092
211,513
133,186
1,832,638
197,662

Informalidad laboral en 2021

% informalidad

94 8%
90.6%
90.4%
89.9%
89.4%
89.3%
88.8%
88.3%
87.2%
85.9%
85.5%
85.3%
85.3%
83.3%
82.1%
81.9%
80.4%
77.9%
76.8%
76.2%
73.3%
o 0%,60%
69.1% 560%,70 %]
=% S
0, 0, o
2‘:’;0 B (90% 100%]

Fuente: Enaho. Elaboracion: ComexPer.



In a nutshell...

80% of GDP and

26% of employment 20% of GDP and 74% of employment Tendency to grow

due to deterioration

of the family
= INFORMALITY economy, public

sector

mismanagement,
lack of security

’

CRIMINAL

ECONOMIES




ILllegal economies in Peru

Figura 14
Piso estimado del tamano anual de la economia criminal en el Peru

& ®

1777 1134 591 300 150
Mineria Trafico ilicito Contrabando Pesca Trafico de

ilegal de oro dedrogas ilegal floray fauna

Estimated size

of criminal

economies Las economias criminales abordadas en el presente estudio representan millones
. de dolares

O ® ©

1300 880 530 209 143
Trata de Tala ilegal Extorsion Pirateria Trafico de
personas (software) terrenos

Fuente: Las economias criminales y su impacto en el Per, Dic. 2022, Capital Humano y
Social - Fundacién Konrad Adenauer Stiftung (KAS)



Pouerty — evolution at national level

Evolucién de la pobreza en el Peru (% de la poblacion)

100% -
90% -
80% -
70% -
60% -
50% A
40% -
30% -
20% -
10% -

0%

38.9%

25.9%

2004 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021

=@==|ncidencia de pobreza multidimensional === |ncidencia de pobreza monetaria

Fuente: Enaho. Elaboracion: ComexPeni.



Pouerty — vulnerable people (national level)

Figura 7. Estimacion de la pobreza monetaria en ninas, ninos y adolescentes (2020-2021)

56.4%
49.6% IC: [36.7%
44.6% -43.5%)
41.0% 39.9% IC m‘%
37.0% Sho%
31.8% 30.2% . 32!%
I I I i | Z‘I”‘ I I
2007

2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 2018 2020 2021

Nota: Estimaciones consideran ef intérvalo de conflanza al 95%.
Fuente: ENAHO (2007-2019).



Pouerty — evolution at regional level
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Low caps. in Gov. - Political instability - Corruption

From 11 presidents
since the end of the
military regime
(1980), 9 were
convicted, are stained
with scandals, or have
ongoing prosecution

investigations.
Pe'“_; S'Xt INDICE DE D IRARARENY
presidents PERCEPCION DE LA - i
- the last CORRUPCION 2022 e o The comlmtry continues
' - to be disapproved on
6 years. AMERICAS its fight against

corruption, according
to International
Transparency.

Y Y £ £ 1 I T W @
g ey I 1 1 4 4 B £ & 3
<z
s %

PUNTUACION PROMEDIO

#cpi2022
www.transparency.org/cpi

Este wrabajo de Transparendia Internacional (2022) cuenta con licencia de o CC BY-ND 40 @ DO

PUNTUACION




Mining in Peru

Mining represents:

+14% of national GDP
+16% of private investment
+60% of total exports

+5% of national formal employment
+19% of corporate taxes
+50% of electrical energy consumption

+10 billion US Dollars transferred directly
to regions between 2012-2022

Multiplier effect of mining
employment:

It is estimated that 1 direct job in
the sector generates 9 in the rest of
the economy

Fuente: IPE
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Worldwide mining production - Peru

* Leader —among, first positions- in

metal production within Latin
America and worlwide:

PRODUCTO LATINOAMERICA MUNDO
Oro O) 8
Cobre 2 2
Plata 2 2
Zinc O) 3
Plomo @ 4
Estaiio @ 4
Molibdeno 2 4
Cadmio 2 8
Roca Fosférica 2 10
Diatomita O) 5
Indio O) 6

Andalucita

y minerales relacionados (‘D 4
Selenio @ 10

Fuente: USGS

R\

©),:
<.,
K" -

Produccion

TAD
/]
Exploracion

Descubrimiento

l\a

Desarrollo
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Portfolio of mining projects "to be placed in valued”

Portfolio of 47 mining projects with a value of
USS 53,715 MM.

71% of the total investment are copper projects
(27) with an investment of USS 38,521 MM and
14% of gold projects (6) with an investment of
USS 6,993 MM.

The northern macro-region (Cajamarca,
Lambayeque, La Libertad and Piura) concentrates
44.6% of the total portfolio (USS 23,972 MM)
and the southern macro-region (Apurimac,
Arequipa, Cusco, Moquegua and Puno)
concentrates 40.9%, with an investment amount
of USS 21,960 MM.

Fuente: Minem

Inversion minera segun ubicacion del proyecto

Departamento

Cajamarca
Apurimac
Arequipa
Moquegua
Piura
Ancash
Cusco

Junin

La Libertad
Ayacucho
Lambayeque
Puno
Huancavelica
Lima

Pasco
Amazonas
Ica

Huanuco

Monto de inversion
(US$ millones)
18,494
10,199
5,817
3,275
2,950
2,889
1,880
1,586
1,485
1,319
1,043
789
655
560
345
214
140
76

Numero de
proyectos

()]

= A A DN =S N =2 a2 NN oaN BN

Participacion

34.4%
19%
10.8%
6.1%
5.5%
5.4%
3.5%
3%
2.8%
2.5%
1.9%
1.5%
1.2%
1%
0.6%
0.4%
0.3%
0.1%

Fuente: Minem. Elaboracion: ComexPeni.
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Impact from metal prices

COPPER

e The increase in copper demand has significantly
increased the price of the red metal in recent years.
Demand is gradually recovering as the economies are
restarting.

e Regarding the opening price of copper on April 28,
2023, it is US$3.888/Ib per pound.

Precio del Cobre 2014 - 2022

» V)
\),‘L\Jad J\' Jur
www.PrecioOro.com

2014 201S 2016 2017 2018 2019 2020 2021

Fuente: BBC news

e The recovery of the Gold price responds to the refuge
value of this precious metal in contexts of high
uncertainty in the commodity market, wars, pandemics,
fears of global recession.

e Regarding the negotiation price of gold on April 28, it
was traded at $1,989.50 per ounce.

10 Year Gold Price in USD/oz Last Close: 1989.67

High: 2070.05 Low: 1050.80 522,27 35.59%
2100
2000
1900
1800
1700
1600
1500
1400
1300
1200

1100
goldprice.org
2014 2015 2016 2017 2018 2019 2020 2021 2022 2023

1000

Sunday, April 30, 2023

Fuente: LME



Future impact due to metal demand

According to S&P, twice as much copper is needed in 2035 for accompanying the goals of Net
Zero by 2050.

Global refined copper usage

60
50
g
8 40
2
=
[}
£ 30
L
(<]
(723
5
= 20
E
10
0 . : . : . . . .
2021 2025 2030 2035 2040 2045 2050
mT&D m Auto and charging m Solar PV mWind m Battery storage Other power ® Nonenergy transition demand
Note: Based on S&P Global’s Multitech Mitigation scenario; US values are adjusted to align with Biden administration’s net-zero ambitions. T&D = transmission and distribution; PV =
photovoltaics; other power includes conventional generation (coal, gas, oil, and nuclear), geothermal, biomass, waste, concentrated solar power, and tidal.
Source: S&P Global analysis © 2022 S&P Global




Future impact due to Gold demand

According to Australia and New Zealand Banking Group Limited (ANZ), the demand for gold in Asia and
from the world's central banks will double by 2030, which will increase the price of this metal.

Precio del Oro en USD, ultimos 50 anos

1970 - 2020 Syl =

: P =
- Aj MWMW | 3500
M www.PrecioOro.com |«

1% 1474 1RE1 1oL 14981 19494 e L{HMG e Fasil)




“Cooking” (Lessons,
Experiences)




Peru: Formal, Informal and Illegal mining

Formal Mining.- It is the activity carried out by an individual or legal entity, who has
authorization to start or restart mineral exploration, exploitation and/or beneficiation
activities and/or mining or beneficiation concession title, issued by the authority
competent.

Informal Mining (in formalization).- It is the activity carried out in areas that are not
prohibited for mining activity by those individual or legal entities subject to the integral
mining formalization process. They are registered in the REINFO (article 2.2 of
Legislative Decree 1336).

lllegal Mining.- Mining activity carried out without the authorization of the competent
administrative authority or without being within the process of integral mining
formalization or exercised in prohibited areas (article 34 of Legislative Decree 1451). It's
a crime.



Causes of the problem

* Lack of studies on the number of informal and illegal miners

« Homogeneous vision of the whole issue —without distinctions, neither
territorial differences, nor types of operation / linkages-

 Permanent regulatory changes in the formalization process and
multisectoral public policies, lack of an integral public policy

* Weakness of state capabilities at all levels, specially in regional
governments

* Poor articulation between public entities
* Lack of decision in the governing role of the State (despite decentralization)

* Fight against illegal mining generates tensions with miners in the process of
formalization

* Problemsin the gold chain in regards to supply chain and commercialization
process



Formaligation process: Lessons learned

Two formalization processes in parallel: ordinary and extraordinary.

REINFO reopening: April-December 2012; February-August 2017; January-September 2020.
Last extension of term until December 31, 2024.

The exception becoming the rule; the temporary becoming permanent.

Incentives for the mining owner, i.e. reduction of the payment for the fees for its rights in the event that it signs
exploitation or assignment contracts, are not enough; problems of coexistence between the development of the
activity of the small-scale miner and the mining concession holder; reluctance and distrust of the owner to enter
into exploitation contracts; delay in required technical opinions (ANA, SERNANP, SERFOR); few specialized
professionals for preparing IGAFOM; delays in the adjudication of properties if property belongs to the State or in
the identification of landowner to negotiate the land use if private.

20 years after the process began, there is no evidence of improvements in regards to environmental damage and
risks, worker safety, improvements in the quality of life in the areas where these activities are carried out,
retribution to the State through the payment of taxes, mining royalties and others, etc.



Formalization process: Results

 As of September 2022, the formalized miners amount to 10,692, while

87,851 miners are registered in the Comprehensive Mining Formalization
Registry (REINFO).

 Of this total of 87,851 registrations in REINFO, only 24,356 are valid
(27.72%) and 63,495 are suspended (72.28%), among other aspects, for
not presenting their Environmental Management Instrument (IGAC or
IGAFOM).

— The suspension implies the cessation of the activity until the reason for the

suspension is lifted.
As low results are accomplished, impact/damage /

on ecosystems, major deforestation,
exacerbation of climate change; and, social
impacts such as drug trafficking, forced labor,

child labor, human trafficking, assassination,
extortion, land theft, tax evasion, are ingreasing.



REINFO - Lessons learned

REINFO = Voluntary registration subject to subsequent verification.

v Usually, the statement is not checked so:
* Itis unknown how many registered are active and how many who are active are not registered.
* Safety and environmental obligations are breached.
* Intermediaries appear with REINFO, without mining activity, who collect, transport or finance.
v Acquired rights of mining concessionaires are violated by :
*  Failure to notify the owner about the formalization process (Third-party with legitimate interest).

* Using REINFO to invade third-party areas and/or mine in undeclared areas, exposing the real mining owner
to invasions and mineral theft.

* Generate a high security risk by destabilizing formal mining operations and the rock mass.



“Stews” (Proposals,
Recommendations)




A holistic approach to the process

Capabalities Administrative process Information-Technology-
Innovation

National government, regional . Environmental care
’ Technical and legal standards
governments

N Administrative simplification Economic and financial feasibility
Supervision and control

: - Traceability
Order, security and eradication Incentives, benefits




Proposals / Recommendations

v

Define a unique regime to achieve the objective of formalizing and establishing
strict deadlines

Simplify the mining formalization process (digitalization, one-stop-shop).

Provide incentives for the use of clean technologies (environmental
improvements).

Implement formality promotion mechanisms as created by DL 1336, mining
fund (provide technical and business assistance) and certification "formal gold,
Peruvian gold" (best prices for good practices).

Facilitate the identification and accreditation of the legal origin of the mineral.
Reduce risks for stakeholders involved in the transport chain and the financing.

Strengthen control and inspection mechanisms for small-scale and artisanal
miners, processing plants, and other traders.

Look for alternative development strategies against illegal mining.

Reinforce prevention strategy and fight against illegal mining, with greater inter-
institutional coordination work.






