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1. INTRODUCTION

President Humala’s recent speech concerning his third year 
in government brought good news to activate the until now 
insufficient and poor public investment in infrastructure, specially 
that concerning Health and Education. These two sectors urgently 
require structural reforms in order to place Peru as a first world 
country and give Peruvians and their growing economy a sense of 
opportunity and equity.

The good news is that investment in Health and Education is now 
supported by the use of innovative end efficient mechanisms like the 
Public-Private Associations (APP) and Works for Taxes (OxI in Spanish).

The President’s announcement speaks of 2.500 million soles 
(approximately 900 million dollars) during the next two years, 
channelled through these two mechanisms, and where the private 
sector, in hand with the public sector will play the leading role.

It’s a known fact that Proinversión already has an ambitious program 
of “high performance” education centres, which are the portfolio 
for the presentation of private co-financed initiatives. This will 
be the sector’s first stake to use public-private associations using 
the concession as a legal figure created for the improvement of 
infrastructures, maintenance and administrative management of 
the education centres.

This is already happening in the health area, where for the first time 
concessions are being given to private sectors for the improvement, 
maintenance and management of the non clinic general services of 
emblematic hospitals like the new “Instituto Del Niño” in San Borja, 
the “Dos de Mayo” and the “Sergio Bernales” hospitals in Lima. The 
request made to Proinversión in order to grant the concession also 
includes regional hospitals like the “Goyeneche” in Arequipa, in the 
south of the country and the “Hospital Regional Docente” in Trujillo, in 
the north. These steps have been taken with APP through out the whole 
country. But if the path towards covering necessities at a national level 
is hard, the challenge in the interior regions of the country is far bigger; 
here the breach in infrastructure and basic services, not only in Health 
and Education, sometimes surpasses 50%.
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2. WHERE ARE MY TAXES 
GOING TO?

In May of 2008, an original idea 
was made law; in order to speed 
up local and regional public 
investment in basic services 
—drinking water, sanitation, 
roads, bridges, schools and 
health centres— up to 50% of 
the income tax can be directly 
invested by the companies 
in local public infrastructure 
works. All this happened during 
an economic recess, very similar 
to the actual one.

This is a revolutionary and unique 
mechanism in Latin America due to 
the financial scheme it proposes: 
initially the private sector finances a 
public infrastructure work, including 
maintenance and equipment 
(where necessary); once finished, it 
will continue to be financed by the 
regional governments.

The private sector’s financing 
is in exchange to the income 
tax to be paid by the company 
during the following tax year to 
the Superintendencia Nacional 
de Tributos (the national tax 
court – SUNAT) by means of a 
Certificado de Inversión Pública 
Regional y Local (CIPRL – a 
certificate in regional and local 
public investment), issued by the 
Ministerio de Economía y Finanzas 
(MEF- ministry of economy and 
finance) of Peru, for the exact 
amount being invested. This 
certificate is to show the SUNAT 
that the tax was paid by means of 
the OxI mechanism.
 
Once the private company’s 
investment has been acknowledged 

as the payment of the income 
tax, the MEF, as an accounting 
concept, takes the resources of 
the accounts that each region has 
been allocated as a mining canon, 
gas, petrol and other mining 
royalties, and acknowledges 
them as an investment of this 
resource in local and regional 
public infrastructure. 

In this sense, the government 
hands over to private companies 
some tasks, and mobilizes public 
resources that, in another way 
would be very difficult for the 
local and regional authorities 
to invest rapidly —due to the 
bureaucracy imposed by the 
Peruvian Ley de Contrataciones 
de Bienes y Servicios (goods 
and services contract act)— and 
with the quality standards of the 
private sector.

This work for taxes not only 
allows the company to take on the 
construction and maintenance 
of the infrastructure, it also 
gives it the opportunity to 
have a say in the election of 
the project, always of course 
counting with the explicit 
and formal agreement of the 
local authorities and the local 
or regional council. Also, the 
private sector can take charge 
of the development of the 
technical studies and profiles 
(technical documentation or 
viability study that must be 
evaluated and approved by the 
Sistema Nacional de Inversión 
Pública – SNIP) and that will lead 
on to the construction phase. 
In this way, the private sector 
assures that the design will have 
the necessary high technical 

“This work for taxes 
not only allows the 

company to take on 
the construction and 

maintenance of the 
infrastructure, it also 

gives it the opportunity 
to have a say in the 

election of the project”
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standards and at the same time 
assure its sustainability in time. 
The private sector’s financing 
during this pre-investment 
phase is also acknowledged as 
a payment of the income tax in 
the OxI mechanism.

The interesting thing is that this 
mechanism gives the private 
sector the opportunity of having 
an alternative to just handing 
in a check to the SUNAT each 
year, with the risk this implies of 
not seeing those taxes invested 
in valuable public services. 
The private company has the 
opportunity of keeping track of 
its taxes and of playing, together 
with the local authorities, the 
main role in the investments 
that the government makes to 
improve and boost high impact 
social infrastructure.

In this way the private sector 
goes from being a passive agent 
to an allied of the state in local 
and regional social investments, 
as well as an agent that boosts 
change and development. This 
gives the income tax a tangible 
and direct use.

3. THE OXI PROCESS

This process can be summarized 
in seven steps as can be seen in 
Graph 1. It’s an extremely simple 
and agile process if we compare 
it to the one followed by the 
public sector which operates 
with the Ley de Contrataciones 
del Estado (state’s contract act). 

With the OxI process we’re 
dealing with periods that go 

“The private sector goes 
from being a passive 

agent to an allied of the 
state in local and regional 

social investments, as 
well as an agent that 

boosts change and 
development”

from 6 to 18 months to have 
a school or hospital running; 
whereas with the traditional 
public contract we’re dealing 
with periods that go from 4 to 
6 years. 

The main steps of this process:

SNIP authorization

It begins both for the company and 
the regional authorities with the 
identification of an infrastructure 
project of local necessity. These 
projects can be in the initial 
phase of technical profile and 
with viability for SNIP; this means 
that one option is to select them 
from the Banco de Proyectos de 
Inversión Pública (project bank 
of public investment) and that 
are published by the Ministry 
of Economy and Finances. 
Nevertheless, the law now allows 
the private company to take 
initiative in the realisation of an 
OxI project, for which it has to 
agree with the local authorities 
on the priority that a project 
has for a specific community. 
If this is the case, the private 
company prepares the profile 
and the necessary studies for 
Snip’s evaluation and declaration 
of viability. This is a compulsory 
step in the process and the 
first means of control so as to 
guarantee that the project has 
a cost-benefit balance in the use 
of public resources. Let’s not 
forget that the financial scheme 
advances financing to the private 
company, but the resources that 
at the end of the day finance 
the project come from public 
resources like canons, royalties 
and custom duties.
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The local authority does not 
decide on its own the order of 
priority of the projects; this has 
to be validated and formally 
approved by the Consejo 
Regional o Municipal (local or 
regional board).

This is the phase where mutual 
trust is constructed so that the 
alliance between the public and 
private sector is assured for the 
rest of the OxI process. So it is 
obvious that an articulating agent 
is necessary to accompany both 
parts during the whole process. 
 
The role of the Controllers’ 
Office 

Before allocating a project to a 
private company, a report must 
be prepared and presented to 
the Contraloría General de la 
República (controllers’ office), 
together with the regulations of 
the biding process. This report 
must sustain that the project is 
economic and socially viable, that 
the grounds on which the project 
will be constructed belong to the 
local government and are free 
of encumbrances and, over all, 
show a financial flux between 
the municipality and the regional 
government that will allow the 
maintenance of the enterprise in 
the long term.

In this phase, the controllers’ 
office plays a role of initial 
control, preventive and 
facilitating, very far from the 
regulating role we know. This 
reduces the risks of the process 
falling in faults and being 
questioned by the same entity in 
an eventual control process.

Once this report is approved and 
its basis revised, the municipality 
or the regional government may 
call for a biding process that may 
be also reduced for simplicity 
and that may be achieved 
through direct adjudication; 
the company only has to show 
interest in the project.

Formalization of the public-
private alliance

Once the report of the process 
has been, the local or regional 
authority and the private company 
sign a contract or agreement in 
which they establish both parts 
compromises, the chronogram for 
the execution of the works and 
investment amounts committed 
for the construction and if it is 
the case, also for maintenance. 
After this, the private company 
begins the formulation phase 
of the definitive studies for the 
construction of the works. It’s at 
this moment that the investment 
costs of the project are adjusted 
and technical needs are defined 
to detail.

Execution, handing over of the 
works and CIPRL emission

This is the longest phase of an 
OxI process, but even though, 
it results quicker than the 
traditional hiring process. The 
private company will be in charge 
of the complete construction 
process, delegating this task in a 
construction company, should it 
be necessary. 

Sanitation works, drinkable 
water and sewage may take 
from 4 to 6 months with OxI. 

“So it is obvious that 
an articulating agent is 

necessary to accompany 
both parts during the 

whole process”
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Bigger works like hospitals may 
have a deadline for construction 
and equipment from 12 to 18 
months. Nowadays, the longest 
bridge ever built in Peru is being 
constructed in Arequipa, a region 
in the south of the country, with 
an investment amount over 245 
million soles. Its construction has 
taken around two years.

Once the works are done, the 
private company transfers the 
money to the municipality or 
the Regional Government in a 
liquidation bill. At the same 
time, the regional or local 

government issues by means of 
its supervision —that should have 
been hired along with the whole 
process— a conformity report to 
be submitted to the MEF.

MEF verifies with SUNAT that the 
company can change the invested 
amount out of the total of its income 
tax and in less than three days 
issues the Certificado de Inversión 
Pública Regional y Local (local 
and regional public investment 
certificate - CIPRL) which is the 
proof of the investment.

The CIPRL is negotiable and may 
be issued in one go for the 100% 
of the investment (if it is a small 
one) or in partial certificates 
if the execution works are due 
to last for more than 6 months. 
This reduces the financial cost 
of the money for the company 
in time.

The MEF —in an accounting 
operation— discounts from the 
municipality or region the canon 
funds which correspond to the 
invested amount, registering it as 
a budgetary execution. 
 
The process is much more 
efficient than the traditional 
direct hiring and although 
for the company it is always 
easier to extend a check every 
year and pay its taxes to 
SUNAT, this mechanism gives 
it the opportunity to manage 
jointly with the public sector 
an enterprise of interest for 
everyone, making taxes visible 
and giving it a true value there 
where the company wants to 
influence and make an impact.

“Nowadays, the longest 
bridge ever built in Peru 

is being constructed 
in Arequipa, a region 

in the south of the 
country”

GRAPH 1: OXI PROCESS FOR THE PRIVATE COMPANY

Source and preparation: PROINVERSIÓN.
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4. HOW MUCH HAS BEEN 
ACHIEVED

Innovative mechanisms like 
this one take a little time to be 
launched. Since 2008, when Law 
number 29230 was approved and 
later its regulations, there have 
been two or three legal changes, 
especially in 2013 and the first 
half of 2014; and it has been 
complemented with other laws 
encouraging private investment. 
This has been good news for the 
companies and for the mechanism 
because these changes have 
answered the Governments 
understanding of the need of to 
give the companies more and 
better incentives to use OxI.
 
Moreover, the intense promotion 
work done by Proinversión —Private 
Investment Promotion Agency in 

Peru— State entity, during the 
last two years has fastened the 
use of the mechanism and has 
mobilized investment amounts that 
companies are willing to invest 
from their income tax.

The same has occurred with 
Regional and local Governments 
that for 2014 have resources 
above 25 thousand million soles 
of the canon to be used in OxI 
(see Graph 2).

As it was expected, regions with 
more resources to execute works 
by means of this modality and 
that did it less are the ones with 
the most mining and gas activity, 
like Cuzco, Ancash, Cajamarca, 
Piura, Arequipa, among others.

Authorities of local and regional 
governments realise more and 

GRAPH 2: ASSIGNMENT OF CANON FOR OXI 2014

Source: MEF
Preparation: Decentralized Direction of Investments – Proinversión.
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more that this mechanism 
is a chance to manage more 
efficiently high quality works and 
at a speed that the traditional 
method of public works does not 
permit. They begin to see the 
private company as a partner and 
they are interested in making it 
join in these works through OxI. 
The most active Regions are 
Moquegua, Tacna, Piura, Cerro 
de Pasco y Arequipa, followed by 
others like Junin.
 

However, the road is long and 
hard to promote and extend 
the use of this mechanism. As 
we mentioned at the beginning, 
the government has given a 
new boost to this mechanism in 
a situation of low or even null 
public investment in the regions; 
lack of infrastructure of basic 
services; poor management of 
local authorities and complicated 
and messy bureaucracy to 
execute public works.

Rules changes had been made 
and are more than enough to 
create incentives to make more 
companies choose OxI. Nowadays, 
following Proinversión statistics, 
the ranking of companies applying 
for OxI is lead by 6 companies 
that have not only already carried 
out a project, but that also have 
compromised amounts of over 
100 million soles in the execution 
of schools, sanitation works, 
hospitals, bridges and roads in 
areas where they want to make an 
impact (see Graph 3).

The Southern and Peru Credit 
Bank are the most important, 
they have increasingly used this 
mechanism since it was created 
and among their plans for the 
next two years they are going 
to continue financing Works for 
Taxes. It is worth noting that these 
companies not only participate 
as individual financers, but also 
have taken advantage of the 
figure of the consortium to join 
other companies and give their 
investment a more important 
dimension. That way, they can 
also distribute the financial risks 
in a reasonable way.
 

GRAPH 3: RANKING OF COMPANIES APPLYING FOR WORKS FOR 
TAXES 2009-2014

Source and Preparation: Proinversión.
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“Rules changes had 
been made and are 

more than enough to 
create incentives to 

make more companies 
choose OxI”
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5. MECHANISM WITH WIN-
WIN BENEFITS

The questions for many 
companies and many local and 
regional authorities are: Why 
Works for Taxes? Who wins and 
who losses with OxI? 

With OxI everyone wins: the 
private companies that make 
their taxes visible, the local and 
regional governments that execute 
its canon and the population that 
doesn’t have services.

It is a mechanism Made in Peru, 
never seen in Latin America —
countries like Guatemala or 
Colombia already want to copy it— 
that has great advantages, aside 
from its future improvement:

• It speeds local public 
investment with canon 
resources: In diagnosis, the 
poor management of the 
local and regional authorities 
has resulted in a slowdown 
in the execution of public 
investment. OxI is an efficient 
alternative to perform public 
works with the participation 
of private companies.

• It contributes to reduce 
breaches among the local 
basic infrastructure: In less 
than a year a modern system 
of drinkable water, sewage 
and residual water treatment 
may be operating in towns 
where for more than 40 years 
water only came through 
cylinders at very high costs. 
This modifies dramatically 
service access indicators and 

those related to diseases and 
nutrition in population. 

It is the same with roads, 
communications and even 
city security, all these being 
suitable sectors for OxI 
intervention.

• It simplifies procedures and 
reduces bureaucracy: In the 
diagnosis another difficulty 
is that the goods and 
services act imposes a quick 
investment in infrastructure 
on local authorities. This law 
has been modified recently. 
Even though, OxI results in a 
gain simplifying procedures, 
because it takes the process 
out of the public sector and 
the studies and hiring are done 
with the rules and deadlines 
of the private sector.

• Makes tangible the use of 
taxes: Because it relates 
directly income tax to high 
social impact works in the 
short term. The company 
can see where its taxes go 
and even better, may decide 
in full agreement with the 
local authority, which of the 
population needs it wants to 
cover and the kind of works 
to perform.

• It generates good 
reputation for the private 
company and improves 
institutional relationships 
and with population: This 
is one of the most important 
gains of OxI for the private 
company. OxI process does 
not generate an economical 

“With OxI everyone 
wins: the private 

companies that make 
their taxes visible, 

the local and regional 
governments that 

execute its canon and 
the population that 

doesn’t have services”
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gain for the company 
because it does not produce 
rent. Profitability is social 
because it gives another 
sense to conventional 
policies of RSE, avoiding 
traditional schemes of 
philanthropy and donation. 
It legitimates this way the 
presence and role of the 
private company in local 
economic development. 

 
• It markedly reduces 

corruption risks: The 
contracting of public works 
is full with corruption at all 
government levels, it being a 
common practice among civil 
servants. OxI mechanism 
transfers to the private 
company the tasks both of 
the studies to be carried 
out and of the constructor 
that will be in charge of 
the engineering works. This 
avoids the civil servant 
taking individual advantage 
of the contracting as it’s not 
in their care, according to 
the mechanism.

This way corruption is reduced 
or eliminated. In many cases 
this was the reason that 
made some local and regional 
authorities not go for OxI, 
because it reduces the 
possibilities of discreetness 
and unofficial agreements.

6. CONCLUSIONS

Challenges for the mechanism in 
the next years are still huge, but 
also opportunities. Diffusion and 
promotion works of OxI benefits 

1BUILD RELIANCE TO GENERATE PUBLIC-PRIVATE ALLIANCE: This 
is the most difficult part of the process. The company will have to 
approach the local and regional authority to transmit its interest 
in supporting economical local development with the use of this 
mechanism. To achieve this, the existence of an articulating 

agent accompanying in the process is very important. This agent has to 
develop empathy and facilitate interests and wills alignment. This should 
be accompanied by a complete understanding of how the mechanism works 
from the first moment, the benefits and possible difficulties that may appear 
in each phase.

2 OXI PROCESS MANAGEMENT: From the first step to the last one 
the company will need permanent management of a staff team 
capable to move frequently to the regions and municipalities where 
the works are to be done. The mayor difficulty that companies are 
getting into nowadays to launch this kind of enterprise is to work 

closely with civil servants in charge of processes in municipalities and in 
regional governments to facilitate the bureaucracy, report preparing and basis 
for the call and support CIPRL emission.

3 TO HAVE PRIVATE ENTERPRISE IN PROJECT IDENTIFICATION: The 
private company will have better results if it can manage an OxI 
from the formulation of profiles and studies, than if it takes them 
from the SNIP Projects Bank. Unfortunately, even the profiles having 
SNIP viability and are in the browser of investment projects have 

many technical deficiencies in their formulation and underestimate in many 
cases the total investment in the works.

4 TO USE THE FIGURE OF THE CONSORTIUM TO FINANCE MAYOR 
SCALE WORKS: Companies leading OxI ranking begun shyly with small 
works out of committed investment amounts that where not over 2 
or 3 millions soles in the best case. After almost seven years validity, 
the mechanism has proved that no project is small if we look at its 

impact indicators in population welfare. However, more important investments 
including “project combo” (for instance, sanitation, communications, and 
electricity) multiply impacts exponentially on population and give a more 
important scale to the investment of taxes through OxI. To achieve this, if the 
company cannot finance big works, it may use the consortium figure with other 
companies and share finance risk this way.

FOUR KEYS TO GUARANTEE THE SUCCESS 
OF A WORKS FOR TAXES ENTERPRISE
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are going to find, probably, a 
more suitable occasion for its 
massive application due to the 
election in October of this year 
of new regional and municipal 
authorities that will want to 
do more and better works in its 
initial management.

This will be as well an 
opportunity for the companies 

to allocate or re-allocate with 
the new authorities and OxI 
may be a wonderful way to do it 
in a legitimate and sustainable 
way in time. For this, the 
understanding they have of 
how the process works will 
play a key role. They should be 
helped in each step and create 
confidence spaces to make the 
Alliance work.
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Managing Director
cbuelvas@llorenteycuenca.com

Av. 12 de Octubre 1830 y Cordero.
Edificio World Trade Center, Torre B, piso 11
Distrito Metropolitano de Quito (Ecuador)
Tel. +593 2 2565820

Rio de Janeiro

Yeray Carretero
Director
ycarretero@llorenteycuenca.com

Rua da Assembleia, 10 — sala 1801
Rio de Janeiro — RJ (Brazil)
Tel. +55 21 3797 6400

São Paulo

José Antonio Llorente
Founding partner and Chairman
jallorente@llorenteycuenca.com

Juan Carlos Gozzer
Managing Director
jcgozzer@llorenteycuenca.com

Rua Oscar Freire, 379, CJ 111, Cerqueira César
CEP 01426-001 São Paulo SP (Brazil) 
Tel. +55 11 3082 3390

Santiago de Chile

Claudio Ramírez
Partner and General Manager
cramirez@llorenteycuenca.com

Avenida Vitacura 2939 Piso 10. Las Condes
Santiago de Chile (Chile)
Tel. +56 2 24315441

 
Santo Domingo

Alejandra Pellerano
Managing Director
apellerano@llorenteycuenca.com 

Avda. Abraham Lincoln 
Torre Ejecutiva Sonora, planta 7
Santo Domingo (Dominican Republic)
Tel. +1 8096161975

LATIN AMERICA

Alejandro Romero
Partner and Latin American CEO
aromero@llorenteycuenca.com 

José Luis Di Girolamo
Partner and Latin American CFO
jldgirolamo@llorenteycuenca.com

Antonio Lois
Regional Director of Human Resources
alois@llorenteycuenca.com 

Bogota

María Esteve
Managing Director
mesteve@llorenteycuenca.com

Germán Jaramillo
Chief Executive
gjaramillo@llorenteycuenca.com 

Carrera 14, # 94-44. Torre B — of. 501
Bogota (Colombia)
Tel. +57 1 7438000

Buenos Aires

Pablo Abiad
Partner and Managing Director
pabiad@llorenteycuenca.com 

Enrique Morad
Chief Executive for the Southern Cone
emorad@llorenteycuenca.com

Av. Corrientes 222, piso 8. C1043AAP 
Ciudad de Buenos Aires (Argentina)
Tel. +54 11 5556 0700

Lima

Luisa García
Partner and CEO of the Andean Region
lgarcia@llorenteycuenca.com 

Cayetana Aljovín
General Manager
caljovin@llorenteycuenca.com

Av. Andrés Reyes 420, piso 7
San Isidro. Lima (Peru)
Tel. +51 1 2229491

Mexico

Juan Rivera
Partner and Managing Director
jrivera@llorenteycuenca.com

Bosque de Radiatas # 22 — PH7
05120 Bosques las Lomas (México D.F.) 
Tel. +52 55 52571084

CORPORATE MANAGEMENT

José Antonio Llorente
Founding partner and Chairman
jallorente@llorenteycuenca.com 

Enrique González
Partner and CFO
egonzalez@llorenteycuenca.com 

Jorge Cachinero
Corporate Director for Innovation
jcachinero@llorenteycuenca.com

SPAIN AND PORTUGAL

Arturo Pinedo
Partner and Managing Director
apinedo@llorenteycuenca.com 

Adolfo Corujo
Partner and Managing Director
acorujo@llorenteycuenca.com

Madrid 

Joan Navarro
Partner and Vice-President of Public Affairs
jnavarro@llorenteycuenca.com 

Amalio Moratalla
Partner and Senior Director
amoratalla@llorenteycuenca.com

Juan Castillero
Financial Director
jcastillero@llorenteycuenca.com

Lagasca, 88 — planta 3
28001 Madrid (Spain)
Tel. +34 91 563 77 22

Barcelona

María Cura
Partner and Managing Director
mcura@llorenteycuenca.com 

Muntaner, 240-242, 1º-1ª
08021 Barcelona (Spain)
Tel. +34 93 217 22 17

Lisbon

Madalena Martins
Founding Partner
mmartins@llorenteycuenca.com 

Carlos Matos
Founding Partner
cmatos@llorenteycuenca.com 

Rua do Fetal, 18
2714-504 S. Pedro de Sintra (Portugal)
Tel. + 351 21 923 97 00 

Leading Communications Consultancy in Spain, Portugal and Latin America

LLORENTE & CUENCA is the leading Reputation Management, Communication, and Public Affairs consultancy in Spain, Portugal, and Latin America. It has 
17 partners and more than 300 professionals who provide strategic consultancy services to companies in all business sectors with operations aimed at the 
Spanish and Portuguese speaking countries.

It currently has offices in Argentina, Brazil, Colombia, Chile, China, Ecuador, Spain, Mexico, Panama, Peru, Portugal and the Dominican Republic. It also 
offers its services through affiliates in the United States, Bolivia, Uruguay and Venezuela. 

Its international development has meant that in 2014 LLORENTE & CUENCA is 55th in the Global ranking of the most important communication companies 
in the world, as reflected in the annual Ranking published by The Holmes Report.



d+i is a hub by LLORENTE & CUENCA, for 
Ideas, Analysis and Trends.

We live in a new macroeconomic and 
social context, and communication has to 
evolve.

d+i is a global combination of partnership 
and knowledge exchange, identifying, 
focusing and communicating new 
information models, from an independent 
perspective.

d+i is a constant ideas flow, looking to 
the future information and management 
trends.

Because nothing is black or white, there is 
something like d+i LLORENTE & CUENCA. 

www.dmasillorenteycuenca.com


