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Exhibit N° 8
SGT Concession Contract
“Reinforcement of the Center-Mid North Transmission System in 500 kV”                                                                                    
(L.T.  Zapallal-Trujillo)
(First Draft)

Lima, June 04, 2009
The Consolidated Text of the Tender Documents (or “the document”) has been prepared by PROINVERSION and is provided only as a reference to the potential investors of the official document written in Spanish and published in PROINVERSION’s web site in order to assist them in defining their interest in participating in the Bid for Integral Projects for the Concession of the “Reinforcement of the Centre-Mid North Transmission System in 500 kV” (Zapallal– Trujillo Transmission Line) (the “transaction”). Should there be any difference with the official version of the Consolidated Text of the Tender Document written in Spanish, the later will prevail.

Receiving this document implies acceptance on the part of the receiving party that the Peruvian State, PROINVERSION or its Financial Advisers are not or will not be subject to any present or future liability or legal responsibility arising from this document or any information related thereto.
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Signatures prior to closing Date (to submit envelopes 1 & 2):

	By Listed Operator:
	
	By Consortium Company:

	
	
	

	Signature of Representative
	
	Signature of Representative

	Company Name of Operator:
	
	Company Name:

	
	
	

	Name of Representative:
	
	Name of Representative:

	
	
	

	Signed this:____ day of ____2009.
	
	Signed this: ____ day of ____ 2009.

	
	
	


Signatures on Closing Date:

	By the Concessionary Company:
	
	By the Grantor:

	
	
	

	Representative
	
	Representative

	Company Name:
	
	Company Name of Grantor:

	
	
	Republic of Peru

	Name of Representative:
	
	Name of Representative:

	
	
	

	Signed this____ day of ____ 2009.
	
	Signed this ____ day of ____ 2009.


GTS Concession Contract of the “Reinforcement of the Center-Mid North Transmission System Project in 500 kV” (Zapallal-Trujillo Electric Transmission Line)
Be it known by these Presents, the Concession Contract for the Guaranteed Transmission System (hereinafter, “Contract”), entered into by the Republic of Peru, acting through the Ministry of Energy and Mines (hereinafter “the Grantor”), and the concessionary company; in the terms and conditions as follows:

1.
Preliminary provisions
1.1
This contract is entered into as a result of the promotion process conducted by the Private Investment Promotion Agency-PROINVERSION within the electric regulatory framework of the Efficient Development of Electricity Law (Law 28832), the Electricity Transmission Regulations, the Electricity Concession Law (Decree-Law Nº 25844), Consolidated Text of the Law-Equivalent  Provisions regulating the granting in concession to the private sector of public works of infrastructure and utilities (Supreme Decree Nº 059-96-PCM) and its regulations (Supreme Decree N° 060-96-PCM), Legislative Decree that enacts the Framework Law for Public-Private Partnerships to create Productive Jobs and enacts rules for  streamlining processes  to promote private investment (Leg. D. N° 1012) and its regulations (Supreme Decree 146-2008-EF), and any other applicable laws, as well as the provisions and acts that follow:

a) Ministerial Resolution Nº 159-2009-MEM/DM, published on March 31, 2009, which included Project “Reinforcement of Center-Middle North Transmission System 500 kV” - L.T. Zapallal-Trujillo, within the Temporary Transmission Plan.

b) Ministerial Resolution Nº 164-2009-MEM/DM, published on April 03, 2009, by which the Ministry of Energy and Mines commissioned PROINVERSION to conduct the tender process for Project “Reinforcement of Center-Middle North Transmission System 500 kV” - L.T. Zapallal-Trujillo,.

c) Supreme Resolution Nº 53-2009-EF (published on 05/17/09), which ratified PROINVERSION Board Council agreement adopted April 04, 2009, where it is resolved to incorporate the project Reinforcement of Center-Middle North Transmission System 500 kV (hereinafter Electric Line) to the  private investment promotion process under provisions established in Legislative Decree N° 1012, the Single Revised Text and its Regulations, approved by Supreme Decrees 059-96-PCM and 060-96-PCM, respectively; commissions the PROINVERSIÓN committee – PROCONECTIVIDAD- in charge of Telecommunications, Energy and Hydrocarbon projects to conduct the process; and, ratifies the Proinversion Steering Council agreement approving the Promotion Plan regulating the Tender.

d) The decision dated ___/___/09 adopted by the Committee awarding the contract.

e) Ministerial Resolution Nº ___-2009-MEM/DM, authorizing _________________ _________________________________________________ entering into the contract.

1.2
The Contract has been negotiated, written and signed according to Peruvian law; and its contents, execution and any other consequences which may arise from it shall be governed and interpreted by the laws of the Republic of Peru.
1.3
Signing the contract does not preclude nor affect the obligations of the Concessionary Company from requesting, entering into and fulfilling the Electric Transmission Line Definitive Concession contract that the company will have to process before the Ministry of Energy and Mines.

1.4
In the Contract:

a) The words and expressions beginning with a capital letter, whether in singular or plural form, shall have the meaning established in Exhibit 3. 

b) The words and expressions beginning with a capital letters, whether in singular or plural form, which are not defined in Exhibit 3 or any other section of the contract, shall be understood as meant by the Tender Documents or the Applicable Laws, or belong to expressions that commonly use capital letters.

c) Any reference in the contract to “clause “or “exhibit” shall be understood as meant to contract clauses or contract exhibits, unless otherwise stated.

d) Headings have been included for the sole purpose of establishing a system for content and must not be considered as part of the contract which might limit or expand its contents, or to determine the rights and obligations of the parties. 

e) Expressions in singular form shall include the same expressions in plural form and vice versa. Terms in male genre include female version and vice versa.

2.
Declarations by Parties
2.1 The Concessionary Company guarantees the Grantor on closing date, that all following statements are truthful and accurate:

a) The Concessionary Company and the Technical Operator: (i) are corporations organized and existing according to Applicable Laws; (ii) corporations that are duly authorized and engaged to carry out the respective obligations undertaken when entering into the Contract in all jurisdictions where said authorization is necessary due to the activities they have to carry out or because of ownership, leasing or operation of their assets, except in those jurisdictions where lack of said authorization does not have substantial adverse effect on their businesses or operations; and (iii) who have complied with all necessary requirements to formalize the contract and to fulfill the terms established therein.
b) The Concessionary Company and the Technical Operator have been empowered by their own Boards or any other authorized body to enter into, deliver and fulfill the contract.
c) No further acts or procedures are necessary by the Concessionary Company to authorize the entering into and fulfillment of obligations as established in the contract. The contract has been validly entered into and delivered by the Concessionary Company and shall be considered valid, binding and enforceable by the Concessionary Company and the Technical Operator as per its terms and conditions.
d) There are no pending actions, lawsuits, arbitrations or any other legal procedures, nor sentencing, nor decisions of any kind awaiting execution against the Concessionary Company, the Technical Operator or any of their main partners, with the purpose to prohibit, impede or limit fulfillment of the commitments or obligations established in the Contract.
e) The Concessionary Company is familiar with Peruvian Legal Framework as well as the custom and practice of Peruvian electricity market.
2.2 On closing date the Grantor guarantees the Concessionary Company the veracity and accuracy of following statements:

a) The Ministry of Energy and Mines is duly authorized as established in Applicable Laws to act on behalf of Grantor in this contract. Entering into, delivery and fulfillment of contract by Grantor are encompassed within its powers, in compliance with Applicable Laws and have been duly authorized by the Government Entity. 
b) There is no need for any other action or execution by Grantor or any other Government Entity to authorize the entering into of the contract or for the fulfillment of Grantor obligations established in this document. This contract has been duly and validly signed by the authorized representative(s) of Grantor, which together with duly authorization, signature and delivery by the Concessionary Company constitutes valid and binding obligation for the Grantor.
c) There are no ongoing actions, lawsuits, investigations, disputes or legal procedures of any kind filed before any jurisdictional entity, arbitration tribunal or Government Institution that prohibit, oppose or in any way impede the entering into or fulfillment of the Contract by Grantor. 
2.3 The Concessionary Company guarantees Grantor that, during the Commercial Operation of the Electric Transmission Line (10 years starting on closing date), the Technical Operator will be titleholder of a Minority Interest and shall be responsible of the technical operations of the Concession, from the Electricity Line design up to the end of said term. 
The Grantor, upon request of Concessionary Company, shall accept substitution of Technical Operator by another person prior to the established term provided that said person complies with the minimum qualification requirements established in the Tender Documents. If Grantor does not answer the request in thirty (30) days, the request shall be accepted. The tariff base rate includes any form of consideration or compensation agreed between the Concessionary Company and the Technical Operator, or one that may be agreed at a future time.
3.
Purpose, Validity and Contract Period
3.1 The Concessionary Company obliges to design, finance, supply the required goods and services, build, operate and maintain the Electric Transmission Line, as well as to render the Service, all in conformity with the Contract and the Applicable Laws. In this line, the Concessionary Company shall define, among other things, the route, and alignment the Electric Transmission Line must follow, and, foresee the necessary margins to overcome contingencies and comply with all building terms.
3.2 Awarding of the Concession is at no charge as established in subsection b) of article 14th of the Single Revised Text, which means that the Concessionary Company is not obliged to effect specific payment to Grantor for awarding of Concession or use of Concession Assets.

3.3 During validity of Contract, the Concessionary Company shall be the owner of the Concession Assets and shall make use of them for the Rendering of Services.

3.4 Contract period includes both, the preoperational stage, which starts on the Closing date and the Commercial Operation stage, which lasts thirty (30) years as of start-up of the Commercial Operation.
4.
Construction
4.1 The electricity rights (Electric Transmission Line Definitive Concession Contract), imposing of easements and in general any other authorization or similar, which according to Applicable Laws, is required by the Concessionary Company to fulfill its contractual obligations, shall be requested by the Concessionary Company to the Government Entity in charge following established procedure and complying with requirements provisioned in Applicable Laws. 
The Grantor shall impose any required easements as per established in Applicable Laws, but shall not bear the costs incurred to obtain or keep said easements. 

Also, should it be required by the the Concessionary Company, the Grantor shall do its best efforts so that the Concessionary Company has access to facilities of third parties and shall assist in obtaining permits, licenses, authorizations, concessions, easements, rights of use and the like in the event these items had not been granted timely by the Government Entity in charge in spite of the Concessionary Company having complied with all requirements and proceedings demanded by Applicable Laws. 
4.2 The Concessionary Company shall purchase the land needed for the new substations or the expansion of existing substations, it shall pay compensations for the use of easements, shall purchase and install the lines and substations, equipment and new materials from manufacturers of renowned reputation in the electricity market as stated in this Contract and in compliance with Applicable Laws. 
Used equipment and materials may be used only during the operation of the Electric Transmission Line, provided that its use is absolutely necessary and on a temporary basis while fixing problems or failures until the equipment and materials compromised are substituted by new ones.
4.3 The Launching of the Commercial Operation of the Electric Line and other events stated in Exhibit 7 shall be carried out in the time periods established in said exhibit.
When default of said terms is caused by undue action or inaction of a Government Entity, said terms shall be extended for a time period equivalent to that of the obstruction or inactivity. It is understood that the action or inaction of a Government Entity causes default in the respective term when the obstruction or inactivity affect the critical route of the works.
Prior to the beginning of the works, the Concessionary Company must submit for approval before the Committee of Economic Operation of the National Interconnected System – COES, the Pre-Operational Study according to the requirements and procedures of said entity.
4.4 As established in Clause 4.3, the commercial operation shall commence after: 
a) OSINERGMIN signs the final report mentioned in Clause 5.3.

b) COES approves integration of the Electric Transmission Line to the National Electric Power Grid - SEIN, as per COES Procedure Nº 21 or any other entity in charge and Applicable Laws, and,
c) COES approves incorporation of the Concessionary Company as a member of said entity.

4.5 The Schedule of activities planned by the Concessionary Company to execute Works shall be delivered by the Concessionary Company to the Grantor and to the Supervisory Commission for Investment in the Energy and Mining Sector - OSINERGMIN, within a period of six (6) months as of closing date. 
The Concessionary Company shall also deliver the Electric Transmission Line Engineering project in the same time period. 
Prior to the beginning of the works, the Grantor shall verify compliance of the technical characteristics specified in Exhibit Nº 1.

4.6 The Schedule stated in Clause 4.5, shall be submitted priced in dollars, considering monthly periods, in digital copy (MS Project or similarly), and will clearly point out the works critical route. 
4.7 The Concessionary Company shall deliver to the Grantor and OSINERGMIN, an updated copy of the schedule mentioned in Clause 4.5, twelve (12) and eighteen (18) months after the Closing Date.
4.8 With its own personnel or through specialized companies, and bearing the cost and risk the Grantor and/or OSINERGMIN shall be able to perform follow up execution of works inspections and technical construction quality inspections; to facilitate this the Concessionary Company shall provide assistance to reasonable requests, as long as they do not hinder the Electric Transmission Line work schedule. However, should deficiencies were found during the technical inspection that could alter the scope of the Electric Transmission Line, affect the technical quality of the facilities or put at stake the quality of service, the Grantor shall request the Concessionary Company to make the necessary corrections prior to resuming the inspection works or facilities.
5.
Commercial Operation
5.1
Once construction is completed and internal operation verification tests have been performed, the Concessionary Company in presence of a technical inspector (hereinafter the “inspector”), the Grantor and OSINERGMIN, shall perform, following methodology established in exhibit 2, on site verification tests to verify if the Electric Transmission Line complies with requirements stated in Exhibit 1 and is in proper working condition. 
5.2 The Concessionary Company shall select the inspector from a list of at least three (3) companies the Grantor must propose within a period of twelve (12) months as of the Closing Date. The Concessionary Company may select the inspector if the Grantor does not propose its list of three (3) companies within the indicated time period. 
Contract negotiation and hiring of inspector and his salary shall be borne by the Concessionary Company. 
5.3 OSINERGMIN shall give its approval to the final report as referred to in exhibit 2 after verification tests are successful.
5.4 The Concessionary Company shall be responsible, as of Closing date and according to Applicable Laws, for any consequential damages or losses caused to or by the property or assets of the Concession. Also, the Concessionaire shall be responsible of the rendering of power services as of start up of the Commercial Operation.
The Concessionary Company obliges itself to save and hold the Grantor harmless against and from all liabilities, demands, causes of action contractual or arbitral, or claims of any kind resulting from the Concessionary’s properties or assets or its rendering of Power Services, except when general damages are caused by Grantor, its personnel, representatives or agents.
5.5 Power Service shall be rendered in accordance to Applicable Laws and exhibit 1 in such a way as to guarantee quality, efficiency and continuous operation services.

5.6
The Concessionary Company shall be a member of COES and shall provide Service as per the provisions established by said entity or the SEIN coordinator under normal conditions and maintenance schedules or when there is a state of alert, emergency or recovery, in accordance to the definitions COES gives to each of the aforementioned cases.
5.7
The Concessionary Company shall provide Government Authorities with relevant information and facilitate inspections as reasonably requested to control correct compliance of contractual obligations.  Inspections shall be carried out in such way as to not disrupt the Electric Transmission Line operation.
5.8
The Concessionary Company shall keep an updated inventory of the Concession assets, indicating characteristics, location, and state of preservation, operation and performance, manufacturing and installation dates among others. Within no more than six (6) months as of launch of Commercial Operation the Concessionary Company shall deliver the first Concession Assets inventory to Grantor. Every time the inventory is updated the Concessionary Company shall deliver a copy to Grantor and to OSINERGMIN.
5.9
The Concessionary Company shall launch and keep an adequate quality assurance program that must at least comply with the provisions established in NPT-ISO-9001 standards during construction of the Electric Transmission Line, and NPT-ISO-9004-2 standards during exploitation of Service.
5.10
The Concessionary Company, according to Article 22º, point 22.2, subsection b) of Law 28832, has no right to object in any way or before any authority neither the Reinforcement to be launched nor the Base Rates approved by OSINERGMIN for the Reinforcement. The Concessionary Company may only exercise its right of preference as desired. 
Should the Concessionary Company decide not to exercise its right of preference to launch a Reinforcement in a way and term as established by Applicable Laws, the Grantor shall notify the Concessionary Company of the facilities it shall provide during said bidding process, the studies to be done, as well as facilities, coordination and distribution of responsibilities for construction, operation and maintenance of the Upgrade. 
Should the Concessionary Company have a discrepancy with said notice, the controversy shall be resolved as established in Clause 13. Commencement of bidding process is not bound to resolution of arbitration. 
6.
Contracts with Third Parties
6.1 The Technical Operator may on its own account and risk hire consultants, contractors and suppliers as deemed necessary or convenient for the technical operation of the Concession; however, all these contracts must expressly state:
a) The Concessionary Company is solely responsible for total and complete execution of all contractual obligations stipulated in the Contract and as per Applicable Laws. 
b) In case of Contract termination due to any cause, the Grantor or eventually a new concessionaire may solely take upon the contractual position of the Concessionary Company, with nothing more than a notice to this end sent by the Grantor or new Concessionaire to the consultant, contractor or supplier. 
6.2 The power mentioned in subsection b) of Clause 6.1, does not apply to any contract related to the financing of the Concession and shall only be exercised when the Grantor deems that said contracts are necessary to ensure the commercial operation of the Electric Transmission Line  or the normal continuity of the Service in spite of Contract termination.
6.3 The Concessionary Company shall send to Grantor a copy of the contracts referred to in Clauses 6.1 and 6.2, ten (10) days after entering into the agreement or their modification, as appropriate.
7.
Insurance Contracts
7.1
During the time the contract is in force, the Concessionary Company shall take and hold the following insurance:

a) A liability insurance against any damage, loss or injury which might befall upon assets or people. A minimum insurance coverage of ten million dollars (US$ 10’000.000) for casualty, loss, damage, accident, insurance claim is demanded.

b) Insurance must cover the value of the Assets of the Concession. Purchase of the insurance policies must be in accordance to each of the assets to be insured. Insurance Coverage must be for at least: partial or total damage, damage due to flooding or water, earthquake, terrorism, vandalism, civil disturbance, theft, robbery and larceny. Insurance must cover an amount similar to the maximum probable loss, whose amount shall be determined through a risk study conducted by a specialized company of international renown hired by the Concessionary Company to that effect.
7.2
The insurance policies issued in conformity with what is established in the aforementioned clause shall stipulate that:
a) The insurance company is obliged to notify Grantor of any breach of payment by the Concessionary Company with no less than twenty-five (25) days’ notice prior to insurance policy total or partial expiration or loss of validity due to said lack of payment. Said notice obligation shall also be applicable to suspension of payments, withdrawal, cancellation or non renewal of any insurance policy the Concessionary Company must have according to contract. 
b) Insurance policy expiration or loss of validity, or withdrawal or cancellation shall occur if the insurance company has previously complied with the obligation referred to in the aforementioned paragraph. 
c)
In the event of Total Destruction, the Grantor shall be the insurance policy beneficiary. The insurance policy company shall pay the insurance amounts respectively to a trusteeship the Grantor shall hire upon termination of Contract. 

7.3
Should the casualty, damage, loss, accident, insurance claim does not qualify as Total Destruction then the Concessionary Company obliges to use the money received from the insurance company to replace and/or repair the damaged goods. Replacement works and/or repair of damaged goods shall be carried out in such a way as to not disrupt Power Service except for the minimum indispensable time.
8.
Tariff System
8.1
According to this Clause the terms below have the following meanings:
a) Base Rate, yearly amount as defined in Article 1° of Law 28832, to be recognized for rendering of Power Services.
b) Cost of Investment, the amount of US$ ___________________, stated on the date of the launching of the Commercial Operation. It constitutes the investment or investment component to which Articles 24° and 25° of Law 28832 refer to. (Bidding terms forms 4, 4A and 4B).

c) OyM Costs, the amount of US$ ___________________, stated on the date of the Commercial Operation launching. It constitutes operation and maintenance efficiency costs referred to in Articles 24° and 25° of Law 28832.  (Bidding terms forms 4, 4A and 4B).

d) Recovery Period, the thirty (30) year period starting on the Launching of Commercial Operation date. 
e) Discount rate, the value of the discount rate pursuant to Article 79º of the Electricity Concession Law in force at the Closing date.
f) Producer Price Index, the WPSSOP3500 index (Finished Goods Less Food and Energy), published by the United States Department of Labor. The initial index shall be that corresponding to the month of the date of the Commercial Operation start-up.
8.2
Date on which the Cost of Investment and OyM Cost, as well as its later updating shall bind to what is stipulated in point 22.6 of Power Transmission Regulations. The Discount Rate shall be the one shown in subsection f) of Clause 8.1.
8.3
The Tariff Base Rate shall be governed as stipulated in Law 28832 and the Power Transmission Regulations.
8.4
OSINERGMIN establishes the Tariff Base Rate according to Articles 24º and 25º of Law N° 28832 and Article 22º of the Power Transmission Regulations, using the Discount rate described in subsection e) of Clause 8.1.

8.5
The Tariff Base Rate shall be paid through compensations assigned to Energy Producers and Users in accordance to Article 26º of Law 28832 and Articles 22°, 23º, 24º, 25º, 26º and 27º of the Power Transmission Regulations. Discount rate described in subsection e) of Clause 8.1 shall be used to calculate the monthly rate. 
8.6
The Tariff Base Rate includes results from the annual calculation made by OSINERGMIN pursuant to subsection c) Article 24 of Law 28832 and point 22.4 of Article 22º of the Power Transmission Regulations.
8.7
OSINERGMIN shall approve the itemizing procedures required to apply Clause 8, including conversion to US dollars of revenues in Peruvian New Soles, the rounding up/down to of the numbers, pre-calculation of income and the Concessionary Company observations, as well as the information and documents it must submit. 
9.
Financing of the Concession
9.1 To fulfill the Contract, the Concessionary Company may use its own financing or may obtain it from third parties as deemed best to its own interests. However, if said operations entail or are guaranteed with the Assets of the Concession, the Concession itself, Money flow from providing power service or any other right belonging to the Concessionary Company according to Contract (hereinafter, “guaranteed debt”), the Concessionary Company shall fulfill the following clauses.
9.2 Contracts substantiating the guaranteed debt must state:
a) Financing terms including rate or interest rates, capital readjustments, payment conditions and other terms which are common for operations under similar conditions in the international market. 
b) All resources obtained shall be used only for financing the Concession assets or as working capital to exploit the Concession assets.
c) None of these operations may exempt the Concessionary Company directly or indirectly from its obligation to comply with each and any of the provisions in the Contract and in the Applicable Laws.

d) In the event of Contract termination, the Concessionary Company, the creditors and any other person involved commit to release and extinguish or cause release or extinguish all and each of the guarantees, claims, liens and encumbrances on the assets, rights or Concession assets, within the terms stated by Grantor, even though there still may be any pending obligation by the Concessionary Company to creditors or third parties. 
9.3 Contracts substantiating the guaranteed debt may stipulate that:
a) Grantor shall deliver to creditors copy of communications sent by Grantor to Concessionary Company should the Concessionary Company or the creditors requested a copy, and shall inform of any event which might cause the termination of the contract. Creditors shall indicate Grantor which copies of communications delivered to the Concessionary Company are being requested. 
b) Creditors may request Grantor substitution of Concessionary Company without need of Concessionary Company’s consent, should they perceive that due to financial problems or other such considerations said company should not be able to fulfill its contractual obligations or should not be able to pay the guaranteed debt.
In order to substitute the Concessionary Company, creditors shall propose Grantor one or more technically qualified companies that directly or indirectly through Associated Companies comply with the Listing requirements stated in the Bidding terms to assume the contractual place of Concessionary Company and guarantee the continuity of the Power Service.  Grantor shall not reject the substitution unless there is reasonable cause and shall respond the request within thirty (30) days’ notice. Absence of response thereof shall be considered as acceptance of request.
c) Creditors shall have the right to receive the amounts of money due to them and available after Concession bid, according to ranking stipulated in Clause 12.
9.4 The Concessionary Company shall deliver to Grantor copy of contracts with creditors, trustees and any other person who has a stake in this operation, as well as any amendment or addition to the contracts post agreed. Concessionary Company shall also report Grantor every six months on the indebted balances with each creditor. 
10.
Contractual responsibility
10.1 None of the parties shall be chargeable should there be a default of an obligation or because of its partial, overdue or defective fulfillment during the period in which the obliged Party is affected by Force Majeure provided it proves that said cause prevented or hampered its due fulfillment.
10.2 Force Majeure is an event, condition or circumstance unforeseeable and beyond reasonable control of the party invoking it that prevents said party from fulfilling its obligations under the contract, or causes partial, untimely delivery or defective fulfilling of said obligations.

10.3 Force Majeure shall not excuse the Parties from fulfilling those obligations not affected by these events. The party invoking Force Majeure clause must do its best efforts to ensure re-start of activities or rendering of Service in the least time possible after the occurrence of said events. 
10.4 The Party invoking the Force Majeure clause shall inform the other party on:
a) The facts that constitute said Force Majeure event within seventy-two (72) hours after the Force Majeure occurred or the party found out, whichever the case; and
b) The estimated period of total or partial activity restriction and the foreseen degree of impact caused. Additionally, the invoking party shall keep its counterpart appraised on the development of said events.
10.5 Should one of the parties reject the assertion of Force Majeure or its consequences, said party may invoke Clause 13 to resolve the controversy.
10.6 Notwithstanding the obligation of the Concessionary Company to submit to Grantor the information referred to in Clause 10.4, assessment of temporary change of supply conditions due to force majeure, act of God and the like, shall be governed by the provisions approved to this end by OSINERGMIN and the Applicable Laws.
The investigation, assignment of responsibilities, determining and payment of compensations, revision or impugnment, as well as any other issue related to the technical quality norms for the electric supply service and its complementary norms, shall be governed by said Norm, its complementary norms, amendments and Applicable Laws. 
Clauses 10.2, 10.5 and 13 are applicable in both instances.
10.7 The Concessionary Company shall pay Grantor a monetary penalty for each calendar day delay in fulfilling any of the items stated in Exhibit 7, which shall be calculated as follows:
a) US$ 80 000.00 (eighty thousand dollars), for each of the first thirty (30) calendar days delay.

b) US$ 160 000.00 (One hundred sixty thousand dollars), for each thirty (30) calendar days delay subsequent to the first aforementioned period in a).

c) US$ 250 000.00 (Two hundred fifty thousand dollars), for each of the following ninety (90) calendar days delay subsequent to time period stated in  b).

10.8 The default provisions referred to in Clause 10.7, shall cause obligation to pay the established penalty without need of a written demand for payment and said payment does not excuse the Concessionary Company from honoring its obligation. 

10.9 Payment of penalties, referred to in Clause 10.7, abides by the following rules:
a) Payment shall be demanded in writing by the Grantor to the Concessionary Company, indicating the bank account where payment money shall be deposited; said payment shall be performed within ten days notice of demand.
b) Requirement for payment may be repudiated by Concessionary Company within the aforementioned time period, in which case there will be a controversy that shall be resolved pursuant to Clause 13, considering that the repudiation shall bear the same effect as the notice referred to in the first paragraph of Clause 13.2.

c) Once the controversy is resolved in favor of Grantor, be it directly between the parties or through arbitration or expiration of the five (5) day time period without the Concessionary Company repudiating payment request, it shall be understood that the penalty payment is required. In this event, obligation of penalty payment shall be performed the day following expiration day or the day following notice of arbitrators’ decision to the Concessionary Company, or the next day after the controversy is resolved between the parties involved, which ever applies.

d) Should the Concessionary Company not fulfill payment of penalty, Grantor shall have the right to request execution of the respective guarantee.

10.10 The occurrence of any of the following events shall be penalized with the payment of US$ 3’000,000.00 (Three Million Dollars):

a) The non-fulfillment or partial, delayed or deficient fulfillment of an Electricity Connection Mandate ordered by OSINERGMIN or the competent Government Authority, provided that said order has remained in good standing before the administrative and judiciary offices in the event the lawsuit had been filed. 

b) The declaration formulated by the competent Government Authority, stating that the Concessionary Company had acted in ways considered abusive from a position of influence in the power market or that limit, restrict or distort free competition in said market, provided that the said statement has been remained in good standing before the administrative and judiciary offices in the event the lawsuit had been filed.   

c) The non-fulfillment or partial, delayed or deficient fulfillment of what is established in the arbitration award pursuant to the second paragraph of the Clause 5.10 of the Contract, or in the communication referred to in the first paragraph of same Clause, accordingly.  .

The norms in Clauses 10.8 and 10.9 also apply for this penalty.

10.11 Each non scheduled delivery that exceeds the tolerance established in the point 4.1 e) of the Exhibit 1 shall be penalized with the payment to the Grantor of an amount equivalent to 0.5% of the respective Base Rates.

Said penalty shall be applied independently to the compensations in favor of third parties specified in the NTCSE as consequence of poor quality of supply and service.   

The Clauses 10.8 and 10.9 also apply to this penalty.

11.
Guarantees

11.1 In order to guarantee payment of penalties as established in Clause 10.7, the Concessionary Company shall give the Grantor a letter of guaranty according to the following terms: 

a) The letter of guaranty shall be issued by one of the bank entities listed in exhibit 6 of the Terms, following the format and the amount indicated in exhibit 4 of the Contract hereto. Delivery of the letter of guaranty is required for Tender closing.

b) The letter of guaranty shall be returned to the Concessionary Company ten (10) days after implementation of start-up of Commercial Operation at the latest.  

c) In the event that start-up of Commercial Operation were delayed, the letter of guaranty shall be renewed or extended until payment of penalty is performed or it is finally resolved that said penalty payment does not proceed.  

11.2 In order to guarantee the right performance of the obligations corresponding to the Contract and the Applicable Laws, including the payment of the penalties stipulated in the Clause 10.10, the Concessionary Company shall deliver to the Grantor banking collateral, according to the following norms:   

a) The collateral shall be issued by any bank entities indicated in the exhibit 6 of the Terms, following the format and the amount indicated in the exhibit 4-A of the Contract hereby. Its delivery is requirement for the approval of the final report referred in Clause 5.3.   

b) The collateral shall be returned to the Concessionary Company at the latest one (1) month after finished the transfer of the Concession Assets, provided that no controversy related to the Contract or its termination subsists.  

c) The collateral shall be renewed or extended until the transfer of the Concession Assets is completed or while controversies related to the Contract or its termination subsist.  

11.3 Whether its due date arrives and the collaterals are not renewed or extended according to the Clauses 11.1 and 11.2, the Grantor shall be able to execute totally the respective guarantee.  In this case, the funds resulting from the execution shall automatically be, without additional approval, the respective guarantee until the moment that the Concessionary Company delivers a new guarantee to the Grantor.  Delivered this, the Grantor shall immediately proceed to deliver to the Concessionary Company the funds resulting from the execution of the original guarantee without interests.  

11.4 The guarantees referred to in Clauses 11.1 and 11.2 are different and independent of the indicated in the article 25.i) of the Electricity Concession Law. 

12.
Termination of the Contract

12.1 The Contract shall be terminated due to:

a) Agreement of the Parties.

b) Termination of the Final Concession Contract of Power Transmission. 

c) Expiration of the Contract term, or

d) Termination of the Contract.

12.2 The Grantor shall terminate the Contract, if the Concessionary Company

a) Enters into the contract and then it is later found that it had breached the contract by lying in one of the statements in Clause 2.1. 

b) Postpones more than one hundred and fifty (150) calendar days any of the items indicated in Exhibit 7, about terms established in said exhibit.    

c) Does not renew or extend the guarantees as it should according to what is established in Clause 11.

d) Stops operating the Electric Transmission Line for one hundred and eighty (180) hours, continuous or not, within a calendar year.  

e) Persists, after being administratively penalized by OSINERGMIN, in failing to fulfill its obligations of rendering the Service during the established periods and according to the security norms and quality standards established in the Contract and the pertinent technical norms, provided that said penalties are still in force legally and administratively had a legal claim been filed.  

f) Performs a partial or total transfer of the Contract in exchange for a deed, without prior approval from the Grantor.  

g) Is penalized with non tax administrative fines, that within one (1) calendar year exceed 10 percent (10%) of the Base Rates of the previous year, provided that said fines are still in force administratively and legally had a legal claim been filed. These grounds are applicable as of the second year of commercial operation.    

h) Merges, splits or transforms without prior approval in writing from the Grantor.

i) Is declared insolvent, bankrupt, under liquidation.   

j) Does not purchase the insurance referred in Clause 7.1, or purchases them without stipulating the conditions provisioned in Clause 7.2. 

k) Enters into the financing contracts referred to in Clause 9.1 without including the stipulations provisioned in Clause 9.2. 

l) Defaults without justification, seriously and repeatedly any obligation established in the Contract or the Applicable Laws, different to the established ones in the aforementioned paragraphs. 

12.3 The Grantor shall terminate the Contract, if during the period established in the Contract the Technical Operator: 

a) Does keep its Minimum of shares. 

b) Does not keep or exercise the right and the obligation to control the technical operations. 

c) Is declared insolvent, bankrupt or under liquidation. 

12.4 The Concessionary Company shall be able to terminate the Contract if the Grantor defaults without justification, seriously and repeatedly any of its obligations as established in the Contract or as per the Applicable Laws.   

12.5
In the event of Force Majeure any of the parties may terminate the Contract if the effects of force majeure have not been overcome after twelve (12) months from the date of the event.

12.6
Subsections c), e), i), j), k) and l) of Clause 12.2, and Clause 12.3 are causes for termination only if after reception of a written notice, the notified party does not cure the default to the satisfaction of the demanding party within sixty (60) calendar days of receipt of written notice of breach or default, or within the extended period granted for such purpose. 

12.7
The following procedure shall be followed for Contract termination:

a) The non breaching party upon the breach or default of this Contract shall notify the other party in writing (notarized letter) of its intent to terminate the Contract, describing the default or event and pointing out the respective termination Clause.  

b) Upon receipt of notarized written notice of Contract termination, the accused party may declare its non-conformity with grounds for termination of Contract. The accused party must send the other party a notarized letter to be received no later than (15) days as of receipt date of the first notarized notice. In this event it shall be understood that a conflict or controversy exists regarding termination of Contract and Clause 13 shall be applied.
c) After expiration of the fifteen (15) day period without the consignee of the first notarized letter having expressed his/her disagreement, the Contract shall be considered as terminated on the date of reception of said letter.  

d) The following clauses go into effect after arbitration award or if what is established in paragraph c) occurs: 

12.8
The intervention of the Concession depends on the following norms:

a) The intervention is a process that begins:

i) On the date established by the Parties, in the event of termination by agreement of the Parties.

ii) Eighteen (18) months prior to date provisioned for expiration of Contract period, in the event of termination due to expiration of the Contract term. 

iii) On the date indicated by the Grantor, in the event of termination of Contract due to termination of the Final Concession Contract for Power Transmission. The legal inconsistency of the supreme resolution that declares the expiration of said Contract does not postpone the beginning of the intervention. 

iv) Ten (10) Days after the arbitration award notice referred to in Clause 12.7.d), or if there is tacit consent as established in Clause 12.7.c), accordingly; in the case of termination of Contract.  

b) The intervention is a process whose end is bound by the following norms: 

i) The process ends eighteen (18) months after the beginning of the intervention or when there is a new concessionaire, whichever occurs first.

ii) The Grantor shall assume the total and direct management of the Concession Assets and the rendering of the Service until the transfer of the Concession ends, in these events: 

· Whether a new concessionaire has not been chosen after eighteen (18) months of intervention, unless the Parties agree on continuing the participation of the Concessionary Company.

· Whether during the proceeding of intervention the Concessionary Company declares insolvency, or whether due to any other reason it is incapable of maintaining the Service or of implementing any instructions given by the controller.

iii) Whether the termination of Contract is produced by expiration of the Definitive Concession Contract of Power Transmission and the Concessionary Company has decided to legally dispute said declaration, the intervention shall be postponed during the time the legal dispute is not decided, and provisions of the foregoing clauses i) and ii) are applicable.     

c) The controller might be an Individual, a committee of individuals or an office or body of  the Ministry of Energy and Mines, elected by the Grantor, and, due to the fact of his/her commission, shall have the unlimited authority to: 

· Decide on administrative actions that allow the continuation of the operation of the Electric Transmission Line; and

· Decide on technical actions that allow the efficient and appropriate benefit of the Service. 

d) The Concessionary Company shall be obliged to fulfill the instructions of the controller. However, it shall be able to ask for reconsideration before the National Electricity Office of Ministry of Energy and Mines, which shall have to resolve within a five (5) Days period. 

e) The total expenses that the intervention demands shall be borne by the Concessionary Company, except when the intervention is produced by causes attributable to the Grantor. 

f) The Concessionary Company shall have the right to receive incomes generated by the Concession during the intervention, notwithstanding forgoing clause e).

12.9
The tender of the Concession is subject to the following norms:

a) The Ministry of Energy and Mines, or Private Investment Promotion Agency (PROINVERSIÓN) on request of former, hold the most ample powers to organize, announce and execute a public tender for the transfer of the Concession and the delivery of the Concession Assets to the new concessionaire. 

b) The bidders for the tender shall be short-listed by the Grantor or Private Investment Promotion Agency, accordingly. In the case of termination of the Contract due to termination of the definitive concession of power transmission due to causes attributable to the Concessionary Company, or due to Grantor’s resolution, the Concessionary Company, both its main partner and the Related Companies, shall not be able to present themselves as bidders, unless the resolution complies with Complete Destruction.

c) The Competition factor for the tender shall be accordingly: 

i) The one established by the Applicable Laws, in the case of termination of the Concession contract due to expiration of the Contract period. 

ii) An amount of money, in case of termination of the Concession due to different causes to the expiration of the Contract period. The base amount of the first announcement of the tender shall not be less than the Book Value of the Concession Assets. In the event no bidders showed up and new announcements were to be made the Grantor may reduce twenty-five percent (25%) off the base amount of the immediately previous announcement in each new announcement.  

d) Between the date in which a tender is declared void or ends without a successful bidder and the date in which the following announcement is published, there shall not be more than sixty (60) days. 

e) The Tender shall be awarded to the bidder with the best economic bid for the Concession in accordance to terms established in the Tender bases. In what refers to foregoing clause c).ii), payment to be made by the successful bidder shall be in cash and in US dollars. 

f) The new Concessionaire shall enter into a new Concession contract with the Grantor, which shall be drawn up by the Grantor or Private Investment Promotion Agency, according to the Applicable Laws in force. 
g) In the event of termination of the Concession due to expiration of the Contract period, the tender of the Concession shall only take place if the Transmission Plan in force determines the need of continuity of electric transmission Service according to the Applicable Laws. 

h)
In what refers to Clause 12.9.c).ii), if there is no second tender announcement, or if the tender is declared void or ends unsuccessfully, the Grantor shall obliged to pay a value equal to the base amount of the first or second official announcement respectively, or the Book Value of the Concession Assets, whichever is less.  The amount payable shall be considered as the “product of the tender” as established in Clause 12.11.

i)
If the Contract is terminated due to other causes than Complete Destruction, and the Transmission Plan in force or the Grantor determinates that the Electric Transmission Line should not be kept on service, the Grantor shall obliged to pay the Book Value of the Concession Assets. The value payable shall be considered as the “product of the tender” for the effects of Clause 12.11.

12.10
Transfer of the Concession Assets shall be subject to the following terms: 

a) The Concession Assets shall be delivered to the new concessionaire, the Grantor or individual that the Grantor decides, in the event Grantor assumes the total and direct management of the Concession, so the Concession Assets may be exploited by the new concessionaire or the Grantor without service interruption
b) The Concessionary Company shall transfer the property of the Concession Assets to the Government free of burden and lien. 

c) The following technical information shall be included among the assets to be delivered:

(i)  Blueprint Files of the facilities. 

(ii)  Projects and studies related to the Electric Transmission Line.

(iii)  Technical Information about each asset.

(iv)  Proceedings and operational and maintenance manuals of the Electric Transmission Line.

(v)  Insurance manuals about quality service assurance.
(vi)  Any other relevant information for Service continuity.

d) The Contracts entered into with third parties shall be also subject to transfer, provided the Grantor or the new concessionaire agrees to the assignment. 

e) The Concessionary Company shall transfer and deliver the Concession Assets in good operational conditions, excepting the normal wear and tear as consequence of time and normal use. The parties shall sign a record of delivery. 

f) The Concessionary Company shall provide its total cooperation for the orderly delivery of the Concession Assets and to ensure the continuity of the Services without interruption. The Concessionary Company shall deliver the title deeds and any other public and private documents requested for the transfer of the concession, including assignment rights, contractual position assignments or other contracts. 

g) In all Concession termination events and in accordance to Article 22 of TUO, it shall be understood that the Concession Assets are transferred to the Government. 

The transfer of the Concession Assets to the Government shall not be subject to taxes, according to Article 22 of TUO and the Regulations of Tax Benefits for private investment in Public Works Infrastructure and Public Services, as approved by D.S. 132-97-EF.

h) The Concessionary Company shall bear all costs and expenditures which transfer of the Concession Assets may demand.

12.11
In accordance to Clause 12.9, c), ii), distribution of tender product shall be subject to the following terms:

a) Of the amount obtained and as much as possible, the controller shall separate, should that be the case, the direct expenditures that it or the Grantor had incurred in relation to the intervention proceedings and the tender; and only then shall the controller pay the corresponding creditors: 

i) The remunerations and other labor rights of the Concessionary Company accrued until the payment date and pending of payment. 

ii) The amount of money which must be delivered to the creditors of guaranteed debts to satisfy the total of financial obligations, including the principal in force and the commissions accrued until the payment date. 

iii) Taxes, except those guaranteed according to the Applicable Laws.
iv) Any fine or penalty which has not paid by the Concessionary Company.

v) Any other liabilities of the Concessionary Company in favor of the Government. 

vi) Any other liabilities not considered in previous paragraphs.

Priority for payment of the foregoing items shall be as established, unless under Applicable Laws a different priority list should be enforceable.   

b) The remaining balance, should there be one, shall be delivered to the Concessionary Company, to an amount equivalent to the maximum Book Value of the Concession Assets. Should the remaining balance were more than the Book Value amount, the difference shall revert to the government.

The net payable amount shall be paid by the Grantor to the Concessionary Company in cash, in dollars and within a period of sixty (60) days as of the date when the tender awardees pay the amount offered in the tender; accrued interests accumulated shall be recognized as of the date of payment by new concessionaire or start-up of operations of the facilities, whichever occurs first.  Said interest shall be calculated with the US Dollar active rate in force in the Peruvian Financial System, but equivalent to a six (6) month average prior to the date of payment. 

12.12
In the event of termination of Contract due to expiration of Contract, the Concession and its assets shall transferred to the Government at no cost, except for any remaining value of the reinforcements executed during the term of the Contract.  Said value shall be calculated by OSINERGMIN, and shall be paid: i) by the arriving concessionary Company, when it undertakes operation of the respective facilities, or ii) by the Government, no later than six (6) months after said facility ceases to operate.

12.13
In the event of Complete Destruction:
a) The Parties shall evaluate the technical and economical convenience of repairing the damages and the terms and conditions for the reconstruction and reestablishment of the Service. 

b) The Contract shall be automatically terminated sixty (60) days after Complete Destruction should the Parties not reach an agreement according to foregoing paragraph.

c) The benefits received from the insurances shall be considered as “product of the tender” as established in Clause 12.11,  and the fiduciary agent referred to in Clause 7.2.c) shall pay the debts incurred by the Concession pursuant to Clause 12.11.

12.14
Should the Concession be terminated due to cause stipulated in Clause 12.4, or whether the Grantor decides to terminate it de facto or de facto conduits, the following norms shall be applicable:

a) The Grantor shall pay to the Concessionary Company for all concepts due, including transfer of Concession Assets to the Grantor  and the compensation, referred to in Articles 22° and 17° of TUO respectively, the amount resulting the largest among:

i) The current value of the income due to Base Rates which would have been generated during the balance of the Contract period, using a nominal discount rate of 12% in Dollars.

ii) The Book Value that the Concession Assets have as the date of termination of the Concession.

b) The calculation of the payable amount shall be done by an Expert, appointed and acting according to norms in Clause 13.4.

c) From the calculated amount according to paragraph b), the Grantor shall deduce the concepts established in Clause 12.11.a), except for expenditures made by the controller and the Grantor, related to the intervention and the tender proceedings.

d) The net payable amount shall be paid by the Grantor to the Concessionary Company in cash, in dollars and within a period of sixty (60) days as of said amount was established, recognizing the accrued interests accumulated from the date of termination to the date of payment; said interest shall be calculated with the US Dollar active rate in force in the Peruvian Financial System, but equivalent to a six (6) month average prior to the date of payment.
12.15
As established in paragraph l) of Clause 12.2 of the Contract, the default of any activities requested by the Grantor shall be considered as an unjustified, serious and repeated breach of contract, established in paragraph two of Clause 5.10 of the Contract.

13.
Solution of Controversies 

13.1 The Contract shall be in governed and interpreted pursuant to the laws of the Republic of Peru. Thus, the content, execution, conflicts and any other consequences arising out of or resulting from the fulfillment of said contract shall be governed by said legislation of which the Concessionary Company declares to be aware of.   

13.2 All conflicts and controversies may arise between the Parties regarding the interpretation, execution, fulfillment and any other aspect relating to the existence, validity or termination of Contract shall be resolved directly between the Parties within a period of fifteen (15) days from the date when a party the other party in writing the existence of a conflict or controversy.   

In case of international arbitration, the negotiation period or direct negotiation shall not exceed a six (6) month period. Said period shall start as of the date when the party invoking the clause notifies its request to initiate direct negotiations to the Ministry of Economy and Finance as Coordinator of the System of Coordination and Reply of the Government in International Investment Controversies, as established in Law N° 28933 and its regulation approved by Executive Order 125-2008-EF and amendments.  

13.3 In the event the parties do not resolve the conflict or controversy during direct negotiations period, they shall have to resolve it as a conflict or controversy of technical or non-technical nature, whatever the case were.  Technical conflicts or controversies (each a “Technical Controversy”) shall be resolved according to the proceedings stipulated in Clause 13.4.  Non technical conflicts or controversies (each a “Non-Technical controversy”) shall be resolved according to proceedings provisioned in Clause 13.5.    

Should the parties not reach an agreement within the direct negotiation period on whether the conflict or controversy is a Technical or Non-Technical one, the conflict or controversy shall be considered as a Non-Technical Controversy and it shall be resolved as provisioned in Clause 13.5.  No Technical Controversy may deal with contract termination causes, which on all counts shall be considered as Non-Technical Controversies. 

13.4 All and each Technical controversies which could not be resolved by the Parties within the direct negotiation period shall have to be submitted to the final and unappealable decision of an expert in the matter (the “Expert”), who shall be appointed by the Parties by mutual agreement within three (3) days after determining the existence of a Technical Controversy.   

The Expert may be a national or foreign specialist with ample experience in the subject of the said Technical Controversy, with no conflict of interests with any of the parties at the moment of his/her appointment and while mediates as Expert.  In case the Parties do not reach an agreement about the appointing of the Expert, then the Expert shall be appointed by two persons, each appointed by one of the Parties.    

In the event that said two individuals were not to reach an agreement in appointing an Expert within a period of five (5) days after their own appointment, or themselves were not appointed within the respective period, then the Expert shall be appointed by lottery from a short list that any of the parties involved may request to the National and International Arbitration Center of the Lima Chamber of Commerce, which shall have to fulfill the same requirements applicable to the Expert appointed by the Parties and shall resolve according to provisions in Clause 13 hereby.

In the event the selected Expert does not consider him/herself capable to resolve the Technical Controversy given, he/she may be able to appoint another Individual under the same conditions and who from the moment of acceptance shall be considered the Expert who will resolve the Technical Controversy.

The Expert may request to the parties the necessary information to resolve the Technical Controversy at hand, and as a consequence, he/she may present to the parties an agreement proposal, which may or may not be accepted by them.  The Expert may use all the evidence and request to the Parties or third Parties all necessary evidence.  Within thirty (30) calendar days as of his/her appointment the Expert shall prepare a preliminary decision and notify the Parties, having the Parties a five (5) Day period to prepare and deliver to the Expert their comments about said preliminary decision.

The Expert shall have to submit his/her final decision on the Technical Controversy within ten (10) Days after acceptance of the comments from the parties to his/her preliminary decision or the expiration date to submit said comments, whichever occurs first.  The proceedings for the resolution of a Technical Controversy shall be in the city of Lima, Peru, except for evidence the Expert considers necessary to see in another location.  

The Expert shall have to observe absolute discretion and confidentiality regarding all information which may come into his/her control during his/her participation in the resolution of a Technical Controversy.

13.5 Non-Technical Controversies shall be resolved by arbitration law, national or international, according to:

a)
The parties recognize that they can submit to arbitration the controversies about matters of free disposal by law, as well as those that law or international pacts or agreements authorize.  Thus, the decisions of OSINERGMIN or other entities may not be matter of arbitration during the execution of their managerial competencies attribute by express regulation, whose claim is administrative.      

b)   Controversies involving amounts of over twenty million dollars (US$ 20 000 000.00) or its equivalent in local currency shall be resolved by direct negotiation as per the time period established in paragraph 2 of Clause 13.2.  In the event the parties do not reach an agreement during said period, the controversies shall be resolved by international arbitration following established proceedings according to the Rules of Conciliation and Arbitration of the International Center for Settlement of Investment Disputes (ICSID), established under the  Convention of the Settlement of Investment Disputes  between States and Nationals of other States, approved by Peru by Legislative Act N° 26210, to which regulations the parties submit unconditionally. 

The Parties express their consent in advance and irrevocably so that all disputes of this nature are submitted to CIADI arbitration, according to foregoing paragraph.   

Alternatively, the Parties may agree to submit the controversy to a forum different than CIADI, should they deem it convenient.  

In the event the Concessionary Company is an entity established under the Laws of the Republic of Peru, and in order to execute the proceedings of international arbitration pursuant to ICSID arbitration rules, the Grantor, representing the State of the Republic of Peru, declares that the Concessionary Company shall be considered as a “National of Another Contracting State” under foreign control pursuant to paragraph b) of point 2) of Article 25 of the Convention of the Settlement of Investment Disputes  between States and Nationals of other States, to which the Concessionary Company agrees wholly.  

The arbitration shall take place in the city of Washington, D.C., or in the city of Lima, at the Concessionary Company’s choice and shall be conducted in Spanish.  All that is not provisioned in the corresponding Clauses of Solution of Controversies of the document hereby shall follow the procedures established in the Agreement mentioned in the foregoing paragraph, as well as the ICSID Arbitration Rules. 

The arbitral tribunal shall be made up by three (3) members.  Each party shall appoint an arbitrator and the third person shall be appointed by agreement between the two arbitrators appointed by the parties, who shall hold the position of Chairperson of the Arbitral Tribunal.  If the two arbitrators do not come to agreement about the appointment of the third arbitrator within fifteen (15) days after the appointment of the second arbitrator, the third arbitrator shall be appointed by ICSID on request of any of the parties. 

Whether one of the parties does not appoint the arbitrator within the thirty (30) Days period from the reception date of the respective appointment request, it shall be considered that the party has waived its right and the arbitrator shall be appointed by ICSID on request of the other party.

c)
Controversies dealing with amounts of or less than twenty million dollars (US$ 20 000 000.00) or its equivalent in local currency, or which cannot be quantified in money shall be resolved by national arbitration, through proceedings pursuant to the Regulations of Arbitration of the Center of National and International Arbitration of the Chamber of Commerce of Lima, to which regulations the Parties submit unconditionally, being the substituting enforcement the Legislative Act N° 1071, Arbitration Law.  The arbitration shall take place in the city of Lima, Peru, and in the Spanish Language.

The arbitral tribunal shall be formed by three (3) members.  Each party shall appoint an arbitrator and the third person shall be pointed by agreement between the two arbitrators appointed by the parties, who shall have the position of Chairperson of the Arbitral Tribunal.  Whether the two arbitrators do not come to agreement about the appointment of the third arbitrator within ten (10) Days after the appointment of the second arbitrator, the third arbitrator shall be appointed by the Chamber of Commerce de Lima on request of any party.  Whether one of the parties does not appoint the arbitrator within the ten (10) Days period from the reception date of the respective appointment request, it shall be considered that the party has renounced to its right and the arbitrator shall be appointed by the Chamber of Commerce on request of the other party. 

13.6 The Parties agree that the Arbitration Award issued by the Arbitral Tribunal shall be final and not open to appeal.  Consequently, the Parties renounce to any appellation, nullification resources or any other contestable resource against the Arbitration Award declaring that it shall be compulsory, final and of immediate execution, except for provisions stated in Article 63 of the Legislative Act N° 1071, whenever applicable. 

13.7 During the arbitration the Parties shall continue with the execution of their contractual obligations, whenever possible, including those obligations related to the arbitration matter.  

If the arbitration controversy is the fulfillment of obligations guaranteed with a letter of guaranty according to Clause 11, and if applicable, said guarantee shall not be executed and shall have to be kept in force during the arbitral proceeding.

13.8 All expenditures incurred in the resolution of a Technical or Non-Technical Controversy, including the Expert or Arbitrators fees related to the resolution of a Controversy shall be borne by the losing Party, unless the Expert or the Arbitrators decide otherwise. In the event the proceeding ends without a statement about substance of the aspirations because of transaction and conciliation, said expenditures shall be paid by the plaintiff and the defendant in equal parts.    

Costs and expenses such as consultant fees, internal cost or others resulting imputable to one party individually are not included in this Clause. 

13.9 The Concessionary Company renounces specifically, unconditional and irrevocable to any diplomatic claim.

14.
Economical–Financial Balance

14.1
The Parties recognize that at Closing date the Contract is in a situation of economical-financial balance in terms of rights, responsibilities and risks assigned to the Parties.  

14.2
The Clause hereby determines a mechanism to reestablish the economical-financial balance, to which the Concessionary Company and the Grantor shall have access, in the event that the economical balance of the Concession is significantly affected exclusively and explicitly due to changes in the Applicable Laws, provided they are exclusively related to economical financial aspects relating to the variation of income and costs related to the Rendering of Services, or both simultaneously.    

14.3
Balance shall be reestablished if as a consequence of the foregoing, income and costs of operations and maintenance of Services are affected in such way that the difference between income minus operational and maintenance costs of the Concessionary Company in the exploitation of the Services, within a consecutive period of twelve (12) months, varies in ten percent (10%) or more, in relation to the difference between income minus cost of the same twelve (12) months, which would have been obtained if the changes mentioned in the foregoing clause had not occurred. 

14.4
Should the economical balance of this Contract were affected, as defined in the foregoing Clause, the Concessionary Company or the Grantor may propose in writing to the other Party and with the necessary support, the solutions and procedures to follow in order to reestablish the affected economical balance.  A copy of the request shall be delivered to OSINERGMIN to issue a technical-economical opinion related to the request and which shall be assessed by the Grantor, whose opinion shall not be binding.  This opinion shall be issued within a period of twenty (20) days.

14.5
The proposal referred to in the foregoing Clause shall be delivered within a period of two (2) months after expiration of the twelve (12) months referred to in Clause 14.3.  No proposal may be submitted before the end of the second year after start-up of Commercial Operation. 

14.6
The reestablishment of the economical balance shall be done based on the audited  Profits and Losses Balance of the Concessionary Company of the fiscal year where it can be verified the variations on incomes and costs previously referred, the Grantor may ask more information to support the variations appointed.

The Grantor with the opinion of OSINERGMIN shall establish the magnitude of the unbalance in terms of the difference between: 

a) The results before taxes resulting of the fiscal year; and 

b) The recalculate of the results before taxes of the same fiscal year applying the incomes or costs values corresponding to the previous moment to the modification occurred as consequence of the changes referred in the Clause hereby. 

Should the unbalance occur during several periods without solving it, the accumulated difference shall be calculated following the same proceeding.  

14.7
The existence of an unbalance only may cause the amendment of service renderings by the Parties in order to reestablish balance, but it shall not be cause for neither the postponement nor termination of Contract.

14.8
Norms established in this clause shall not be applicable to any changes occurred as consequence of the resolutions issued by OSINERGMIN that establish penalties and sanctions considered in the Contract or as a consequence of acts, imputable action or a result of the performance of the Concessionary Company shall not be considered 

14.9
Whether there were disagreements between the Parties about whether there is a breaking of the economical financial balance, the quantity of that or the manner to reestablish it shall be resolve according to the stipulated mechanism in the Clause 13 for the Non-Technical controversies.  

15.
Miscellaneous
15.1 The Concessionary Company shall be able to transfer or assign its rights or obligations, assign its contractual position or substitute all or any of its obligations, according to the Contract, provided it has written consent from the Grantor, which shall not be denied without express foundation. 

15.2 The waiver of one or more rights in the contract by any of the Parties shall only be valid if performed in writing and the other party is duly notified. Should at some moment one of the parties were to waive or stop exerting a specific right consigned in the Contract, said conduct shall not be considered by the other party as a permanent rejection to enforce the same right or any other corresponding to it in the Contract.    

15.3 Amendments and clarifications to the contract shall be only validated when are agreed in writing and signed by representatives duly empowered by the Parties and comply with the requirements of the Applicable Laws.

The provisions in Article 9 of Executive Order N° 146-2008-EF, Regulations of Legislative Decree N° 1012 that approve Framework Law for Public-Private Associations are applicable to generate productive employment and promulgate norms to facilitate private investment promotion proceedings, while said provisions are in force.    

15.4 Whether any stipulation or provision of the Contract were null, invalid or non demandable by arbitral Arbitration Award, said decision shall be interpreted only for said stipulation or provision and shall not affect the validity of the other Contract stipulations.

15.5 Except specifically otherwise stipulated in the Contract, notices, citations, requests, claims and other communications allowed or permitted by the Contract shall be in made in writing and through personal notice to the followings addresses:

If it is addressed to the Grantor:

Name: 
Ministry of Energy and Mines 

Address:
Av. Las Artes 260, Lima 41, Perú.

If it is addressed to the Concessionary Company:

Name:

Address:

If it is addressed to the Technical Operator:

Name:

Address:

or any other address or individual appointment in writing by the Parties according to the first paragraph of this Clause. 

Exhibit Nº 1

Specifications of the Project

(It shall be handed in through Circular Letter)

Exhibit Nº 2

Verification Procedure of Electric Transmission Line
1. Purpose of the Exhibit. - This exhibit describes the procedure the Parties, the Inspector and OSINERGMIN, must follow in order to verify, before start up of business operation, that the Electric Transmission Line fulfills the requirements established in exhibit 1. 

2. Organizations of the tests.- The tests shall be organized according to/under that stipulated on the following rules: 

a) The Concessionary Company will choose a well known international regulation. The international metric system will be used.
b)  The Concessionary Company will inform the Grantor, inspector, OSINERGMIN and COES, with thirty (30) day prior to commencement of tests, that it is ready to perform the verification mentioned in this exhibit. Such information shall indicate the date(s), time and place(s) of the test to be carried on.
c) According to what is stipulated in paragraph b), the Concessionary Company shall present:
· The general program and the protocol to be followed, for consideration and approval by the inspector.

· The approval and authorization of COES to carry out the specified test, according to specifications in Technical Procedure PR-21 (or its substitute) indicating dates and time of implementation. 

· All designs considered important to the test, related data, documents and specifications, as well as the certificates and reports about the conditions of the operation, to be considered by the Inspector and OSINERGMIN.

· The studies of performance that COES need to approve the incorporation of the Electric Transmission Line into the SEIN (power flow, shortcut, stability, overvoltage, etc), as well as the study about atmospheric discharges which it is hoped that the failure rate regarding this wont exceed the specified value. 

d) The Concessionary Company will designate the Test Manager and the needed support team by supplying all the equipment and means, properly calibrated for the test implementation and send them into the field. The Inspector send out to the work sites all personnel whose service contract indicates inspection service and OSINERGMIN shall send into the field the personnel considered necessary.

e) The Personnel of the equipment manufacturer will be able to participate as observers or as support staff in the maneuvers. 

3. Test Implementation.- The test implementation shall be abided by the following rules:

a) The test manager will lead and supervise the tests and will inform their conditions. He will also hold responsibility for all measurements, computing results and the preparation of the final report. His decision will be decisive to any questions regarding the test or its implementation.

b) The test will be held in accordance with the procedures and instructions of COES

c) The Concessionary Company shall provide reasonable facilities to the Inspector in order to obtain real, complete and acceptable data regarding all parts of the equipment related to electric power transmission in the Electric Transmission Line. Furthermore, the Inspector shall have access to all mechanisms related to electromagnetic equipment in the Electric Transmission Line.spectorne. en, complete and acceptable data regarding all the parts of the equipment related with en









d) The main elements of the Electric Transmission Line shall undergo an inspection at the request of the Inspector before the beginning of the test.

e) A certificated shall be issued after each test if test results are found to be within the accepted levels. Issuance of the certificate shall conclude the testing phase. Each certificate will embody: i) the list of the Parties, Inspector and OSINERGMIN staff who took part in the tests, ii) the protocol of the tests carried out where the results obtained are indicated, iii) the list of tests that were not carried out with the corresponding waiver, and iv) Other information that the Concessionary company or the Inspector consider appropriate.

f) If the Inspector or OSINERGMIN consider that the result is not satisfactory regarding what it is established in the tests certificates, the Concessionary Company will proceed to carry out the appropriate correction. The new test shall only cover the point or the points that result inappropriate. OSINERGMIN shall not be able to apply for new tests or inspections; neither watches nor reject the results if the representatives have not attended to the mentioned tests or inspections.

g) Once all the tests have concluded, the Test Manager will carry out and hand in to the Inspector and OSINERGMIN a final report with the calculation details and the presentation of the results. The verification proceeding to which this exhibit is concerned, shall be handed in once OSINERGMIN approves the mentioned final report. This will happen in a limit time of ten (10) days once the final report is handed in. The silence or absence of response thereof shall be considered as acceptance. 
Exhibit Nº 3
Definitions

1. Award: 
It is the act in which an Award is granted.

2. Successful Bidder:

The bidder awarded the tender.

3. Purchaser:

The person who by itself or through a third person obtains the right to take part in the Tender.

4. Government Authority:

It is any judicial, legislative, political or administrative authority of Peru empowered according to the Applicable Laws, to issue or interpret regulations or decisions, general or private, with mandatory effects to whose scopes are submitted. Any mention of a specific Government Authority shall be understood as performed unto this authority or to whom takes its place or to whom is appointed, in order to perform what is established in the Tender or the Applicable Laws.

5. Rate Basis:

As established in N° 28832 or whichever substitutes it.
6. Tender Documents:

These are the Tender Documents approved by the Committee establishing the Tender regulations. These include the Circular Letters issued by the Committee.

7. Concession  assets:

These are movables and real state that include land, constructions, equipment, appliances, concessions, licenses, easements to be constituted according to the Applicable Laws. And in general all the works, equipment, vehicles, spare stocks, tools, facilities, diagrams, studies, software, database, manuals and technical information supplied or acquired by the Concessionary Company for the correct construction and operation of the Electric Transmission Line, under the terms of this Contract and for the accomplishment of the purpose of the Concession. It includes the Upgrading, should the Concessionary Company have implemented them according to the Applicable Laws. 

8. Concessionary Company Assets:

These encompass all the property belonging to the Concessionary Company not considered as Concession Assets and which may be disposed freely of by the Concessionary Company. . 

9. Qualification:

It is the procedure within the Tender, whose objective is to verify which bidders have complied with the established requirements are thus qualified to bid. 

10. Closing:

It is the moment in which the Grantor enters into the Contract.

11. Circular Letters:

These are all the directives issued in writing by the Committee, whether for specific or general effects, with the purpose to clarify, instruct, interpret or modify the content of the Terms, other Circular Letters or to absolve inquiries or suggestions asked by the Purchasers. 

12. COES:

It is the Economic Operation Committee of the National Interconnected Electric System.

13. Commission:

It is the collegiate constituted by natural people named by the Committee, which shall be responsible to receive and evaluate the documents for its qualification.

14. Committee:

It is the PROINVERSIÓN (Private Investment Promotion Agency) Committee on PRO CONNECTIVITY Projects of Telecommunications, Energy and Hydrocarbons, constituted by Extraordinary Resolution N° 036-2009-EF, in charge if the implementation and development of the Tender.

15. Grantor:

It is the Republic of Peru, represented by the Ministry of Energy and Mines.

16. Concession:

It is the Administrative Action through the Peruvian State grants the Concessionary Company the right to design, build, finance, operate and maintain the Electric Transmission Line, as well as the exploitation of the Concession assets, according to the terms in the Contract and the Applicable Laws. 

17. Tender:

It is the process regulated by the Terms, through which the Successful Bidder is selected. It starts with the public announcement and ends with the closure. 

18. Consortium:

It is the association of two or more natural people or legal entities that lack independent legal entity registration of its members and that it has been conformed to participate as bidder in the Tender. One of the members is necessarily an Operator. 

19. Qualified Consortium:

It is the Consortium that has accomplished all the qualification requirements.

20. Contract:

It is the SGT Concession Contract resulting from the Tender that sets forth the commitments to construction, property, operation, tariff regime and return of the Electric Transmission Line to the State (Exhibit 8 of the Terms).

21. Securities and Guarantees Contract:

Article 4 of Law 26885 and article 2 of Law Decree 25570, amended by Article 6 of Law 26438 by which State guarantee is granted in support to the statements, responsibilities, securities and guarantees of the Grantor as established in the Concession Contract. 

22. Effective Control:

It is understood that a Person, solely or jointly with others, hold Effective Control of a  legal entity or that are subjected to common control with the legal entity when:

a)
They own, directly or indirectly, more than fifty per cent (50%) of its capital stock with a right to vote; or when 

b)
They own, directly or indirectly, a representation in its board or a similar body in excess of fifty per cent (50%) of its members; or when

c)
By any other mechanism or circumstance (binding or not) they effectively control the power of decision of the other company. 

23. Total Service Cost:

It is the 30 year investment cost plus the operation and maintenance cost, calculated at present value of the launching date of the Business Operation.

24. Schedule:

It is the time sequence of the activities that will be performed during the Tender and that are stated in Exhibit 1 of the Terms. 

25. Participation Right in the Tender:

It is the right that allows a Person and the Consortium, to which such person belongs, to participate in the Tender. It is purchased from PROINVERSION (Private Investment Promotion Agency) and it is verified with the receipt handed by PROINVERSION.
26. Total Destruction:

An event that causes damages to the Electric Transmission Line estimated in 50% or more of its Countable Value, not including the correspondent accumulated devaluation.

27. Days:

Unless otherwise stated, the term “days”, should be understood as only weekdays except Sunday and Saturday and non working Holidays in the City of Lima; also, those days in which banks are not open to the public in the City of Lima due to governmental order. All timetable references shall be understood under the official time of Peru.

28. Dollar or US$:

It is the currency or the monetary symbol of the legal tender in the United States of America.

29. Affiliated:

A company shall be considered affiliated to other company when the Effective Control of the mentioned companies is in possession of the same Parent Company or of a Subsidiary. 

30. Banking Firm:

For the Tender effects, these are listed in the Exhibit 6 of the Terms.

31. Parent Company:

It is a company that holds Effective Control of another company solely or jointly. It is also a company that holds Effective Control of a Parent Company, as this has been defined and successively.

32. Subsidiary:

It is the company where the Effective Control is in possession of the Parent Company. It is also a company where Effective Control is in the hands of a Subsidiary, as this company has been defined and successively. 

33. Related Companies:

These are companies related among them through a Parent Company or a Subsidiary (or vice versa) or between a Related Company and another Related company, according to suitable definitions.

34. State:

It is the State of the Republic of Peru.

35. Guarantee:

It is a surety bond issued by a Bank following the established forms in the Terms of in the Contract. If the Banking Company is foreign, the surety bond shall be confirmed by a local Bank.

36. Concessions Law or ECL:

It is the Law Decree N° 25844, Electric Concessions Law and its complementary regulations and modifications. 

37. Applicable Laws:

All the legal rules which make the Internal Laws of Peru, as well as all its complementary regulations, extensions and modifications. 

38. Electric Transmission Line:

Electrical infrastructure described in exhibit 1 of the Concession Contract.

39. Tender Bid:

The tender bid is presented by the Bidder through Form N° 4 of the Bidding Terms.

40. Operator:

Any Person that performs electrical transmission activities or a person that owns a Related Company that performs such activities is an operator. 

41. Qualified Operator:

The Operator is the individual that has been declared as “qualified” by the Commission, because this individual has demonstrated that it fulfills the Qualification requirements. 

42. Technical Operator:

It is the Qualified Operator in the Tender, or who follow him according to the Contract. He is the titleholder of the Minimum Participation. 

43. OSINERGMIN:

It is the Investment Higher Body in Energy and Mining, or the person of public or private right who follow him or the person designated by the Higher Body to perform the inspection and evaluation of the Concessionary Company activities. 

44. Party:

It is, as the case may be, the Grantor or the Concessionary Company. 

45. Parties:

They are, jointly, the Grantor and the Concessionary Company.

46. Minimum Participation:

It is the 25% of the capital stock subscribed and paid by the Concessionary Company that the Qualified Operator corresponds. The Qualified Operator cannot transfer to third parties the political and the proprietary equity  derived from its participation, nor limits its exercise. The mentioned percentage must be maintained if the capital increases.

47. Shareholders' equity:

It is the result of deducting all the liabilities of all the actives in the financial statement (Balance) of a legal entity.

48. Person:

It is any natural person or legal entity, national or foreign that is able to perform acts of law and undertake obligations in Peru. 

49. Bidder:

It is the Qualified Operator or Qualified Consortium that is capable of perform an Offer presentation. 

50. First Guarantee:

It is the Guarantee that supports the penalties payment stipulated in the Contract. It is issued following the format of the Exhibit  4 of the Contract.

51. Business Starting up or “BSU”:

It is the date from which the Concessionary Company begins to render service and it is authorized to charge the Base Rate.

52. Rules and Regulations:

It is the Transmission Regulation approved by Supreme Decree Nº 027-2007-EM as well as its complementary regulations and modifications.

53. Second Guarantee:

It is the Guarantee that supports the fulfillment of obligations according to the Contract. It is issued following the format in Exhibit 4-A of the Contract. 

54. SEIN:

The National Interconnected Electric System. 

55. Service: 

It is the electric power transmission public service to be rendered by the Concessionary Company through the Electric Transmission Line under the terms of the Contract and the Applicable Laws.

56. Concessionary Company:

It is the pre-existing legal entity or a company constituted on effect in which the Qualified Operator is the titleholder of the Minimum Participation. This person shall enter into an agreement with the Grantor.

57. TUO :

It is a Regulation approved by Supreme Decree N° 059-96-PCM and its complementary rules and modifications. .

58. Stated Value: 

Regardless of the value established for tax purposes or any other purpose, for the Contract “book value” is the value in books expressed in Dollars (according to the financial statement elaborated in accordance with the regulations and principles generally accepted in Peru), net depreciations and appreciations accrued at the moment of the calculations. If the depreciation for tax effects is greater than the one used for tax or administrative accounting, the former shall be the one taken into account. The stated value shall not include further evaluations of any nature as established in the Contract. 

Exhibit Nº 4

First Guarantee Format

. (city) , . (month) . (day) , 2009

To whom it may concern

MINISTRY OF ENERGY AND MINES

Av. de las Artes Nº 260, San Borja

Peru.-

Reference:
SGT Concession Contract of  LT Zapallal-Trujillo

We the undersigned, the Ministry of Energy and Mines, at the request of our clients, __________, hereby guarantee jointly and irrevocably, severally and unconditionally and promises to pay upon demand and without objections or proceedings of any kind to __________________the amount of twenty-nine million seven hundred thousand US Dollars (US$ 29,700,000.00) to ensure that  ____ (the Concessionary Company)____, fulfills timely and correctly each and all the obligations undertaken as established in the Contract.  
This letter of credit is to be paid immediately upon receipt of a written letter from the General Electricity Director or an officer acting in its name and delivered at (include office and address).

Our obligations under this guarantee, including payment of the guaranteed amount, shall not be affected by any quarrel between you, our clients, _____ (the Concessionary Company)_____or  any other individual related to the contract hereby or to any other issue or Contract.  

Any delay on our behalf regarding payment of the guaranteed amount upon receipt of your payment demand according to the terms hereby indicated, shall accrue an interest equivalent to the LIBOR (London Interbank Offered Rate) rate which is a year plus a 3% margin. The applicable LIBOR rate shall be established by the daily Reuter Wire at 05:00 p.m. London time, earning the interests from the date of payment demand until payment date. 

Unless otherwise stated, the terms established in this guarantee have the same meaning as indicated in the Tender Terms. 

Sincerely,

Exhibit Nº 4-A

Second Guarantee Format

. (city) , . (month) . (day) , 2009

MINISTRY OF ENERGY AND MINES

Av. de las Artes Nº 260, San Borja

Perú.-

Reference:
SGT Concession Contract of LT Zapallal-Trujillo

We the undersigned, the Ministry of Energy and Mines, at the request of our clients, __________, hereby guarantee jointly and irrevocably, severally and unconditionally and promises to pay upon demand and without objections or proceedings of any kind to __________________the amount of Three Million US Dollars (US$ 3 000 000.00) to ensure that  ____ (the Concessionary Company)____, fulfills timely and correctly each and all the obligations undertaken as established in the Contract.  

This letter of credit is to be paid immediately upon receipt of a written letter from the General Electricity Director or an officer acting in its name and delivered at (include office and address).

Our obligations under this guarantee, including payment of the guaranteed amount, shall not be affected by any quarrel between you, our clients, _____ (the Concessionary Company)_____or  any other individual related to the contract hereby or to any other issue or Contract. 

This letter of guarantee shall be in force for thirty six months (36), as of ___________. 
Any delay on our behalf regarding payment of the guaranteed amount upon receipt of your payment demand according to the terms hereby indicated, shall accrue an interest equivalent to the LIBOR (London Interbank Offered Rate) rate which is a year plus a 3% margin. The applicable LIBOR rate shall be established by the daily Reuter Wire at 05:00 p.m. London time, earning the interests from the date of payment demand until payment date. 

Unless otherwise stated, the terms established in this guarantee have the same meaning as indicated in the Tender Terms. 

Sincerely,

Exhibit Nº 5

Telecommunications

In accordance with Exhibit 1 of the Contract, fiber optics wires among others shall provide support for the telecommunications system. Therefore, it is agreed: 

1.
The State obtains free right of usufruct over 20% of the whole telecommunications transmission capacity (lighted optic fiber), installed by the Concessionary Company and that is operating at any time and all along the Eastern Electric Transmission Line. This right is subject to any Applicable Laws, the Contract and the following regulations:

a) The usufruct shall cover the direct access to the derivation equipment (managerial, switchers or any similar device) and related facilities (as energy), and in general to any other facility that allows extracting signs from the indicated fibers. The delivery of capacity to the Grantor shall take place in the nearest substations to the cities or locations where is it wanted to render the service. The capacities shall been handed in by optic or electric interface, the Grantor should choose one of them. In the last case, the Grantor shall be able to locate the radio equipments at the Concessionary Company telecommunications facilities.

b) The given capacity shall be only used so the stated-owned or particular entities, that the Grantor designates, to perform prevention, promotion, development and social investment in education and health activities, inner security, citizen security, national defense, as well to assist in disasters or emergency declared situations. The Grantor usufruct shall not be used for direct or indirect commercial purposes.

2. The Concessionary Company shall develop telecommunications services with commercial character directly or through telecommunication operators, abiding what was disposed in the Contract, the Applicable Laws and the following regulation:

a) If after three (3) years since Start-up of the Business Operation, the Concessionary Company or other people, does not render telecommunication public services with commercial character, despite the total capacity of transmission (illuminated or not) exceed the needs of Grantor and that of the Concessionary Company , then the Grantor or the entity appointed by the Grantor shall organize one or more private tenders of public dissemination, so third parties can have access to the surplus, with the purpose of rendering telecommunications public services with commercial character. 

b) In order to organize the indicated public tender in the above mentioned subsection a), the Grantor shall deliver to the Concessionary Company the public tender terms and the correspondent Contract project, including the retribution that the Concessionary Company shall receive due to the access to fiber optics (lighted and/or obscured), and related services and facilities. If the Concessionary Company does not agree in part or in all terms of the Contract project, a Technical Controversy will occur that shall be resolved following the rules established in Clause 13.4 of the Contract. 

3. The optic fiber and the complementary or related equipment and services are part of the Concession Assets. The Contracts or agreements that the Concessionary Company enters into with third parties, in relation to telecommunications services, shall not exceed the Contract term and shall end simultaneously with the expiration of Contract. 

4. The telecommunication activities shall be performed in such a way that it shall not limit or put in any danger the continuity and security of the electric transmission service.

5. None of what it is established hereby shall affect the Rate Basis.

Exhibit 6

Forms 4, 4-A y 4-B
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