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"Corporate governance is the system by which business
corporations are directed and controlled. The corporate
governance structure specifies the distribution of rights
and responsibilities anong different participants in the
corporation, such as, the board, managers, sharehol ders and
ot her stakehol ders, and spells out the rules and procedures
for maki ng decisions on corporate affairs. By doing this,
it also provides the structure through which the conpany
objectives are set, and the neans of attaining those
objectives and nonitoring performance” (Organization for
Econom ¢ Cooperation and Devel opnent CECD)
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| NTRODUCTI ON

Good corporate governance is acquiring nore and nore
significance in local and international environnents due
to its recognition as a valuable neans of reaching nore
reliable and efficient markets. In the last few years,
princi pl es of voluntary adherence have been established,
meti cul ous studi es have been carried out and a series of
| egi slative reforns have been inplenented, in order to
encourage the devel opnment of good corporate governance
practices. In this way, the direct and significant
I npact that the inplenentation of such practices have on
the value, soundness and efficiency of conpanies and
therefore, on the econoni c devel opnent and general well-
bei ng of countries, has been recogni zed.

Cor porate governance explains the rules and procedures
for taking decisions in matters such as the equal
treatnent of shareholders, the handling of conflicts of
Interest, capital structure, renuneration schenes and
adm ni strative incentives, the acquisition of control
the disclosure of i nformati on, the influence of
Institutional investors, anong others, that affect the
process through which conpany inconme is distributed.

I nvestors consider the application of good governance
practices to be nore and nore an elenent of extrene
I nportance in preserving the actual |ong-term value of
their i nvest nent s, i nsof ar as it leads to the
elimnation of unequal information between those
adm nistering the conpany and its investors. This
objective is strengthened by the existence of a suitable
|l egal framework and efficient supervisory practices
which oversee the existence of transparent markets
guar anteei ng the protection of investors.

Peru is not unaware of the progress and discussions
carried out regarding good corporate governance of
conpanies. Over the years, the control franmewrk has
been adapting to these tendencies, concentrating efforts
in achieving that Peruvian conpanies succeed to reach
I nternational standards and are thus able to offer nore
confidence to donestic and foreign investors, in
particular mnority sharehol ders.
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Wth this in mnd, a high level conmttee was forned, wth
the participation of the public and private sectors, to
establish good corporate governance principles applicable
to Peruvian conpanies. For this, the Principles of the
Organi zation for Economc Cooperation and Devel opnent
(OECD), approved in April 1999, were considered. G ven that
the said Principles enjoy worldw de recognition, having
been considered as point of reference in the preparati on of
reforns and recommendati ons applicable to various conpany
structures at the international level, it was considered
appropriate to maintain as far as possible, its structure
and content. Neverthel ess, certain changes have been nade,
taking into account the characteristics of Peruvian
conpani es, their shareholding structure and the | egal
framework in which they are devel oped.

These “Principles of Good CGovernance for Per uvi an
Conpani es” shoul d be considered as a conpany guide, in such
a way that their inplenentation evidences a clear capacity
for self-determ nation and self-control, thus pronoting the
devel opnment of a culture of good corporate governance
practices. Furthernore, they wll act as a frame of
reference by which the various interest groups can neasure
the degree of adherance of Peruvian conpanies to such
princi pl es.
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PRI NCl PLES OF GOOD GOVERNANCE
FOR PERUVI AN COVPANI ES

The principles which are stated hereunder can be applied
to all conpanies, whether those whose stocks are
registered in the Public Securities Market Registry, or
t hose which are not, recognizing that there are certain
principles which are only applicable to the forner.

| . SHAREHOLDERS Rl GHTS

The corporate governance framework should protect
sharehol ders’ rights.

A. Basic shareholders’ rights include the right 1) that
the nethods of ownership registration are stipul ated
and the registration of shares is duly carried out; 2)
convey or transfer shares, as well as the tinely
receipt of certificates of preferential subscription
and the shares subscribed in cases of capita
increases; 3) obtain relevant information on the
corporation on a tinmely nanner; 4) participate and
vote in Shareholders’ GCeneral Meetings; 5) elect
menbers of the Board of Directors; and 6) share in the
profits of the corporation and fix a dividend policy
which expressly establishes the criteria for the
di stribution of profits.

B. Sharehol ders have the right to participate in, and to
be sufficiently informed on, decisions concerning
fundanental corporate changes such as: 1) anendnents
to the by-laws, the articles of incorporation or
ot her docunents ruling the conpany; 2) authorization
of addi ti onal shar es; and 3) extraordi nary
transactions such as new corporate organization and
sale or contracts over substantial parts of conpany
assets, or any other transaction which results in or
could result in the sale of the conpany.

C. Sharehol ders shoul d have t he opportunity to
participate effectively and vote in the Sharehol ders’
CGeneral Meetings and should be informed of the rules,
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i ncl udi ng voting procedures, that govern Sharehol ders’
General Meetings.

1. Sharehol ders should be furnished with sufficient
and tinely information concerning the date, place
and agenda of these General Meetings, as well as
full information regarding the issues to be decided
at the neeting.

Generic matters should not be incorporated into the
agenda, all points to be dealt with should be duly
detailed in a such a way that each matter can be
di scussed separately, facilitating its analysis and
avoi ding conbined resolutions on matters on which
there are different opinions.

The venue of the General Meetings should be fixed
in a way that facilitates the attendance of the
shar ehol ders.

2. Opportunity should be provided for shareholders to
place itens on the agenda at General Meetings,
subj ect to reasonable Iimtations.

Any matters introduced into the agenda should be of
conpany interest and should fit within the |egal or
statutory conpetence of the Meeting. The Board of
Directors should not deny this kind of request
w t hout gi ving t he shar ehol der reasonabl e
justification.

3. Shareholders should have the opportunity to
request, before the General Meeting takes place or
during the sane, any reports or clarifications
which they feels are necessary concerning points on
t he agenda.

4. Sharehol ders should be able to vote in person or in
absentia, and equal effect should be given to votes
whet her cast in person or in absenti a.

1) The by-laws should not inpose limts to the
right of every sharehol der entitled to
participate in Cener al Meet i ngs, to be

represented by any person appointed by him
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i i) Whoever requests powers of representation for
the Ceneral Meet i ng, shoul d inform the
sharehol ders of matters over which their power
of attorney wll be exercised and which side
they will be voting for, including all relevant
i nf ormati on.

D. Capital structures or arrangenents that enable certain
shar ehol ders to obtain a degree of contro
di sproportionate to their equity ownership should be
di scl osed.

E. Markets for corporate control should be allowed to
function in an efficient and transparent manner.

1. Information relative to the acquisition of
corporate control and extraordinary transactions
shoul d be advised directly and clearly in order
t hat i nvestors under st and their rights.
Transactions should occur at transparent prices
and under fair and equitable conditions in order
to protect the rights of all shar ehol der s
according to their class.

2. Anti -take-over devices should not be used to
shi el d managenent from accountability.

3. If a Takeover Bid occurs, conpany sharehol ders
should have the right to participate in the
premumpaid by a third party to acquire contro
of the conpany.

The issuing conpany nmanagenent should act
neutrally and not adopt protective neasures
agai nst purchase offers unless it has the express
aut hori zation of the General Meeting.

The transfer of control should include proper
di sclosure of the valuation criteria supporting
any offer. For this purpose, the target conpany
managenent should establish the nechanisns
enabling the holders of shares or other
securities capable of being subscribed or
acquired, to be aware of the takeover bid and the
conditions offered by the bidder and adopt a
fairly reasonabl e deci sion.
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F. Sharehol ders, including institutional investors, should

consider the costs and benefits of exercising their
voting rights.

. It should be ensured, in the event of exclusion of a
security from the Public Securities Mrket Registry,
that those investors who are considered to be affected
by said act, may get rid of their securities and sel
them in reasonable conditions before the conpany is
wi t hdrawn fromthe negotiation mechani sm

. It should be encouraged that any discrepancies that
occur between the conpany and its shareholders are
resolved by arbitration, with the possibility of
providing for said purpose a conpulsory arbitration
agreenent in the by-laws of the company.
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1. EQUAL TREATMENT OF SHAREHOLDERS

The corporate governance framework should ensure the
equitable treatnment of all shareholders, including mnority
and foreign shareholders. Al sharehol ders should have the
opportunity to obtain effective redness for violation of
their rights

A. AIl shareholders of the same class should be treated
equal ly.

1. Wthin any class, all shareholders should have the

sanme voting rights. Al investors should be able to
obtain information about the voting rights attached to
all classes of shares before they purchase. Any

changes in wvoting rights should be subject to
shar ehol der vote.

The conpany should try to reach, I f possible
convergence towards a single type or class of share,
tending to issue shares with voting right (ordinary
shares), and maintain a |less variety of shares wthout
voting rights (preference or investnent shares).

In this sense, it is recomended that any conpany
i ssuing investnent shares or other sharehol ding stock
without voting rights, offers their holders the
opportunity to change them for ordinary shares wth
the right to vote or that they foresee this
possibility at the time of their issue.

These exchange processes should be voluntary, involve
all the shareholders of the respective class, be
carried out in reasonable conditions, and respect the
rights of other conpany sharehol ders, whether ordinary
or not.

2. Votes should be cast by custodians or nomnees in a
manner agreed upon with the beneficial owner of the
shar es.

3. The Sharehol ders’ Cener al Meeting processes and
procedures should allow for equitable treatnent of al
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shar ehol ders. Conpany procedures should not nake it
unduly difficult or expensive to cast votes.

B. A sufficient nunmber of directors should be elected,

capabl e of exercising independent judgnent to tasks
where there is a potential for conflict of interest,
being able, for such purpose, to take into consideration
the participation of sharehol ders | acking control.

| ndependent directors are those selected for their
prof essi onal prestige and who are not connected to the
conpany managenent, nor to the control group of the
sane.

. Transactions should not be carried out with the use of
i nsider trading, nor abusive self-dealing trading or
that of third parties.

. Menbers of the Board of Directors and Managenent should
be required to disclose any naterial interest in
transactions or matters affecting corporation.
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I11. ROLE OF STAKEHOLDERS | N CORPORATE GOVERNANCE

The corporate governance framework should recognize the
rights of stakehol ders as established by | aw and encourage
active cooperation between corporations and stakehol ders in
creating wealth, jobs, and sustainability of financially
sound enterprises.

A. The corporate governance framework should assure that
the rights of stakehol ders that are protected by |aw are
respected, such as workers, suppliers, and creditors.

B. Where stakeholders interests are protected by |aw,
st akehol ders should have the opportunity to obtain
effective redness for violation of their rights.

C. The corporate governance franmework should permt
per f or mance- enhanci ng mechani sns for st akehol der
partici pation.

D. Where  stakehol ders participate in the corporate
governance process, they should have access to rel evant
i nf or mati on.
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| V. DI SCLOSURE AND TRANSPARENCY

The corporate governance framework should ensure that
timely and accurate disclosure is nade on all naterial
matters regarding the corporation, including the financial
situation, performance, ownership, and governance of the

conpany.

A. Disclosure should include, but not be linmted to,
material infornmation on:

1. The financial and operating results of the conpany.

2. Conpany obj ecti ves.

3. Maj or share ownership and voting rights.

4. Menbers of the Board of Directors and nain executives
and their renunerations.

5. vaterial foreseeable risk factors and the neasures

taken to reduce their inpact.

6. Materi al issues regarding enployees and other
st akehol ders.

7. Governance structures and policies

8. Inportant facts related to the issuing conpany, the
val ue and offer which is being nade.

9. Econom ¢ groups.

Mat erial information includes that which could influence
econoni ¢ deci sions taken by those who use it.

B. Informati on should be prepared, audited and disclosed in
accordance with high quality standards of accounting and
auditing, including a description of the financial and
non-financial risks confronting the conpany.

C. An auditing conpany or auditor which keeps independence
with respect to the body corporate or equity that is
bei ng audited, should carry out at |east an annual audit
In order to provide and external and objective assurance
on the way in wch financial statements have been
prepared and presented.

Al t hough, in general, external auditors are focused on
expressing opinions on financial information, these may
also refer to opinions or specialized reports on the
foll ow ng aspects: expert accounting reports, operative
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audits, systens audits, project evaluation, cost systens
evaluation or inplenentation, tax audits, appraisals for
adj ust ment of assets, portfolio evaluation, inventories,
or other special services.

It is recomended that such services be nade by
different auditors, or in the event they are done by the
same auditors, this should not affect the independence
of their opinion. The conpany should reveal all audits
and specialized reports done by the auditor.

Reports should be nmade on all services provided by the
auditing firmor auditor to the conpany, specifying the
percent age represented by each one and its participation
In the income of the auditing firmor auditor.

. Channels for dissemnating information should provide
for fair, tinely cost-efficient access to relevant
information by wusers, and taking into account the
fol | owi ng:

1. Al sharehol ders should have equal access to
information, and any information revealed to a
shar ehol der or third party should be made available to
al | sharehol ders.

2. Attention to particular requests for information by
sharehol ders, investors in general, or stakeholders
related to the conpany, should be namde through a
responsi ble authority and/or personnel appointed for
such pur pose.

3. Any cases of doubt over the confidential character of
I nformation requested by sharehol ders or stakehol ders
related to the conpany, should be resolved. The
criteria should be adopted by the Board of Directors
and ratified by the General Meeting, as well as
i ncluded in the by-laws or internal regulations of the
conpany. In any case, the revealing of information
shoul d not put the conpetitive position of the
conpany i n danger nor affect the normal devel opnent of
conpany activities.

. It should be advised when a particular fact or
negotiation, which was fornmerly determned to be
confidential, has ceased to be so and its disclosure no
| onger creates any damage to the conpany.
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F. The conpany should have internal auditing. The internal
auditor, in exercising his functions, should maintain an
i ndependent professional relationship with the conpany
whi ch engages him He should act observing the sane
principles of diligence, loyalty and confidentiality
which is demanded from the Board of Directors and the
Managenent .

The main functions of the internal auditors, which are
expressly recogni zed, should try to cover the foll ow ng
aspects:

1. Constant evaluation of all information generated or
recorded by the activity devel oped by the conmpany, in
a way that is reliable and conplies wth the

regul ati ons.

2. Ensure the strength of the internal accounti ng
control.

3. Present to the corresponding areas, any pertinent
observations and propose the necessary neasures in
order to avoid errors and prevent contingenci es.

4. Design and conduct the integral internal contro
policy of the conpany.

5. Keep the Board of Directors and the General Managenent

informed in witing, of «critical internal control
i ssues or matters of which they should be inforned or
taken care of, as well as any action taken on

recomrendati ons which were presented in the period of
t he report.
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V. RESPONSI BI LI TIES OF THE BOARD OF DI RECTORS

The corporate governance framework should ensure the
strategi c gui dance of the conpany, the effective nonitoring
of managenent by the board, and the board’s accountability
to the conpany and the sharehol ders.

A Board nenbers should act, in good faith, wth due
di l'i gence, care and confidentiality, in the Dbest
interests of the conpany and the shareholders, on a
fully infornmed basis.

B. Where Board decisions may affect different sharehol ders
groups differently, the Board should treat al
sharehol ders fairly.

C. The Board of Directors should take into account the
I nterests of stakeholders, always ensuring conpliance
wi th applicable | aw

D. The Board of Directors should fulfil certain key
functions, including:

1. Evaluate, approve and guide corporate strategy;
establish the objectives and goals as well as nmjor
plans of action, the risk follow up, control and
managenent policy, annual budgets and busi ness pl ans;
nonitor the inplenentation of the sane; and oversee
maj or capital expenditures, investnents, acquisitions
and divestitures.

2. Sel ect, nonitor and when necessary, replace the nain
executives, as well as fixing their remunerations.

3. Evaluate the renunerations of the nmain executives and
menbers of the Board of Directors, ensuring a forma
and transparent board nom nation process.

4. Carry out follow up and control of possible conflicts
of i nt er est of managenent , board nenbers and
sharehol ders, including msuse of corporate assets and
abuse in related party transactions.

5. Supervi se t he integrity of t he corporation’s
accounting and financial reporting systens, including
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the independent audi t, and the existence of
appropriate systens of control, in particular, contro

of financial and non-financial risks and conpliance
with the | aw

6. Monitor the effectiveness of the governance practices
under which it operates and naki ng changes as needed.

7. Oversee the disclosure policy.

E. The Board of D rectors should be able of exercise,
i ndependently of the nanagenent, an objective judgnent
on corporate affairs. For this the follow ng should be
taken i nto account:

1. The Board of Directors my form special bodies
according to the needs and size of the conpany, in
particul ar, one that assunes the auditing function. In
addition, these special bodies my be directed to,
anong other things, the functions of appointnent,
retribution, control and pl anni ng.

These special bodies will be formed wthin the Board
of Directors as support mechani sns and should
preferably consist of independent directors, in order
to take inpartial decisions on matters that may cause
a conflict of interest.

2. The nmenbers of the Board of Directors should devote
sufficient tine to their responsibilities.

The Board of Directors will neet as often as is
necessary to ensure adequate and constant foll ow up of
conpany matters and anything related directly to
conpany interests. It wi || make use of any
technol ogi cal neans permitted by |aw when physical
neetings of its nmenbers is not possible.

3. The nunber of nenbers of the Board of Directors of a
conpany shoul d ensure plurality of opinions within the
Board, in such a way that the decisions adopted by it
are the result of appropriate deliberation, always
observing the best interests of the conpany and the
shar ehol ders.
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In order to fulfil their responsibilities, the nenbers
of the Board of the Directors should have access to
accurate, relevant and tinely information.

The information referring to nmatters to be dealt with in
each neeting, should be nmade available to the directors
with sufficient notice to enable their checking, except
when deal i ng with strategic matters t hat are
confidential, in which case, it wll be necessary to
establish mechani sns enabling the directors to properly
eval uate such matters.

Following clearly established and defined policies, the
Board of Directors nay decide to engage the services of
speci alized advisors that the conpany may require to
take its decisions.

Remunerations of directors should be fixed in direct
relation to the dedication and professional experience
they have, the main premise in fixing such retributions
bei ng noderation. The said fees should generate
I ncentives in order to align the interests of the
directors with those of the sharehol ders.

The operating capacity of the Board of Directors should
consi der that:

1. New directors should be instructed on their powers

and responsibilities, as wel | as on t he
organi zational characteristics and structure of the
company.

2. The regular directors should inform the substitute
or alternate directors with respect to the matters
dealt with in the Board neetings, in order that
their possible intervention wll not hinder the
normal decision making process of the Board,
considering that they nmay cover any vacancy,
absence or inpedinent, at any tinme. In addition,
substitute and alternate directors should inform
the regular directors whom they tenporarily
substituted, with respect to the neetings in which
t hey parti ci pat ed.

3. The Board of Directors should establish the
procedures to be followed for the election of one
or nore replacenents, if there are no substitute or
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alternate directors, and a vacancy occurs for one
or nore directors, in order to conplete their
nunbers for the remaining period, when there is no
provision for any different treatnent in the by-
| aws.

. The functions of the Chairman of the Board of Directors
or Executive Chairman, should it be the case, as well as
the GCeneral Manager should be clearly outlined in the
conpany by-laws or internal regulations in order to
avoi d duplicating functions and possible conflicts.

The organic structure of the conpany should avoid
concentrating functi ons, attributions and
responsibilities in the persons of the Chairman of the
Board, the Executive Chairman, should it be the case

the GCeneral Manager and of other officials wth
managenent responsibilities.

Wth respect to the functions, attributions and
responsibilities of the General Managenent, it should be
consi dered that:

1. The Managenent should have sufficient autonony to
develop its functions properly within the guidelines
desi gnated by the Board of Directors

2. The Managenent should act under the sane principles of
diligence, loyalty and confidentiality, as the Board
of Directors.

3. The General Manager should conply with the approved
policy of delivering information to the Board of
Directors or to individual di rectors, wi t hout
prejudice to the responsibilities established in the
by-1 aws.

4. The General Manager should respect the powers and
roles of the other nanagers in such a way that there
is no concentration of the sane.

5.1t is recommended that the Managenent receives, at
| east, part of its retribution in function of the
results of the conpany, in such a way as to ensure
conpliance with its objective of maxim zing the val ue
of the conpany in favor of the sharehol ders.
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V. COVWPANI ES NOTI' REA STERED | N THE PUBLI C
SECURI TI ES MARKET

Al'l the principles and practices described in the foregoing
chapters, insofar as they are pertinent, are applicable to
conpanies not registered in the Public Securities Market
Regi stry, including closed stock corporations.

It is inportant to enphasize with respect to conpani es not
registered in the Public Securities Market Registry, that:

1. The Board of Directors should neet regularly, wthout
discarding the participation of independent directors
that, in addition to their know edge and experience,
contribute wwth an inpartial point of view

2. The conpany should have a |ogical or gani zat i onal
structure aligned with its objectives, in which the Iine
of command and decision taking process is clear. In
addition, it should have a professional Managenent,
remunerated according to market standards. The hiring
and replacenent policies should be clear and properly
communi cat ed.

3.1t is recommended that the application of standards for
supplying information be the sanme as that applied to
conpanies registered in the Public Securities Market
Registry. In addition, there should be a clear policy on
handl ing and distribution of information with respect to
t he conpany operati ons.
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