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PRESIDENT BANZER'S FIRM POLICIES CONCERNING PRIVATE
ENTERPRISE PARTICIPATION ON BOLIVIA'S DEVELOPMENT

Decemly - 29, 1971
At the Investiture of
The Ist, Director of I N.I.

“Once for all, let Bolivia leap forward. May creatwvity and dynamics of Private Investment, he
“the tools to attain a better future”,

December 31, 1971
New Year's Address
to the Nation:

“Bolivia a5 an underdeveloped country, needs the industnal dynatnics to increase its national
“gross product, and to generate activities of muluplying effects”.

“It is known that investments and re-investments, requite a climate of confidence, in order to
“divert into new and daring industrial projections. In the midst of anarchy prevaling under the
“ousted regime, the possibibiies of geperating productive activities in Bolivia, were gone. The
“decrease of national savings, the flight of capital and the fall 1n the gtowth rate of 1.69 dur-
“ing 1971 are just samples of such situation.”

December 31, 1971
New Year's Address
to the Nation:

"Bolivia can not overlook its Geopolitical pasition nor the forces guidieg world development.
*Neither can intend to binld its progress on weak foundations. We are also aware of the historical
*need of economic Liberation, but this can only be achieved through strong political independence
“and the sustained growth of our econemy......
“In fact, it will rely upon the over-all national =ffort towards newly developed boundaries in
“both, econamic activity and soclal progtess”.
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November 28, 1971
Address to peassante unions

in Cochobamba;

“Every Bolivian must become, with a weapon under his arm, the puardian of our cultural heritage,

“to prevent this country being overrun by commnnism. .."
* . This Government will eliminate demagoguery, deceit and falsehond 1 will pot offer

“anything that 1 will not be able to comply with.. ... .

November 19, 1971
Address to the people
of Beni:

“Our country, is at the turning point of ns History, We have attained the mirucle of political
“unit and every day new forces jom us, in the task of rebuilding the country”.

“We have inherited from the founders of our Repnublic, a Intge territory bestowed with almost
«a¥ of the natural resources known to men  But we haove failed o0 take advantage of them, so
“we face now very sertous problems, difficult to overcome”,

Qctober 1971
from the Political Program
of President Banzer.

“It 15 the firm purpose of my Government, to maintain Economic siability, not only as a
“guarantee for the development of the productive actiwities in the country, but also to offer
“proper climate that will justify the full trust of the mvestor, either national or foreign ™.

“We understand monetary stability, as a positive measure, only if 1t is the base for social promo-
“410n and economical developent  Monetary stability that must be attached to an accelerated
“process of development and sccial transformation”.

“The law of Investments, recently apptoved, will keep an adequate equilibrium between the
“interests of the nation and those of the mvestor, which will be protected not only by the stride
“application of the Law, but also by the political stability and social peace prevailing teday in
“the country "

“The Government has outhined policies, whereby the present gencration will receive the Eenefits
“of the creative effort of the entize nationzl communiry”,

*

“The law of Investments. in accordance to the firm deaisién of my Government 1o crcate the best
“possible conditions for our progress, will lead to a sustsined development We rrust that a
“pusitive fesponse from the private sector, within a climate of social peace and institutional ordet,
“and framed by an adequate global planning, will fullfil cur expectations™.

*

“Within the dear context, of this law, with a realistic concept of our true requirements and
aspirations, this instrument for the development of the couniry is wide in its objectives, and
*offers great possibilities for the participation of public and private activities (o achigve the goals
“pursued for the national benefit”,
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TO THE INVESTOR

“Bolivia faces 2 new era, not only in terms of political order, but also in
“the cconomic field, under new dynamics and in open challenge to our
““backwardness, By strengthening our econonay through the development of
“the natural wealth with which the Providence has blessed us, our country
“gilt finally find its path toward progress and welfare”,

These words from His Excellency the President
of the Republic, Cal. Hugo Banzer Suitez, st the ce-
remony when the first Executive Director of the Nation-
al Institute of Investment was sworn in, clearly define
the meaning and the scope of the program outlined by
the present Bolivian Government whose power and
authodity detive from the joint effort and struggle of
a whole country, including its main political parties
and the Armed Forces, against the tragic experiments
of the extreme left in Bolivia practiced from 196% to
1971,

The national and International significance of such
political action, is that it was not just another coup to
overthrow a Government, because aside from frecing
the country from lefrist extremists it comtnbuted to
reestaklish political equilibrium in South America

It is also a new approach to satisfy the true aspi-
rations of the people, to attain stabthty based upen the
reorganization of public institutions, and to open the
broad path towards democracy, so that everyone without
distinctions may have equal rights and equal opportu-
nities to create wealth and benefit from it

This Law of Investments herewith presented, is
a firm step towards the attzinment of those gosls be-
cause it sets the proper framework that emables Boli
vians and [riends from abtoad to camy out thetr
activities in the country and to produce at reasonzble
costs, and to use our natural resources under the
protection and henchits of this Law.

We are aware that many countrics have similar
instruments to attract capitals but in the case of Be-
livia it is rather peculiar and perhaps unique the part-
cipation of private cnterprise and decision-making n
the Board of Directors of IN.I, the institution en-
trusted with the implementation of the Law This
clearly shows the importance attached by the present
Government to the role of private enterprise.

There is no doubt that very favourable conditions
ate given in Bolivia 1o protect and guarantee the interests
of the investor. In spite of the political changes that
have taken place in the country during the preceeding
years, the Government has respected all the contracis
entered 1nto through the former Law to promote invest-
ments in Bolivia (INPIBOL), the predecessor of 1 NI,
and the rights of 202 undertakings established froim
1965 to this date, representing an investment of Uss
73 415000,— have been fully recognized and main-
tained.

On the other hand, it is quite encouraging to see
how the present Government has regained the confr-
dence of the investor, by the scores of new projects of
the most varied nature, that in a period of few wecks
since the creation of 1N.L have been submitted At
the same time 1t is quite evident the reactivation of
the building industry, which came to 2 standssill by
the mistrust created to the investor by the leftist
Governments of the immediste past.

However, this appropriate climate for investments
and the confirmation that we are now beginning a new
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cta of progress 1 Dolivia, would hive been impossible
if the rights and just compensations cl tinted by inves-
tors whose activities were suspended, for one reason
or another, would have not been recegnized.

In the short time when otder & stability have
heen atained vnder the Government of the Popular
Nationalist Front of Colonel Banzer, the following ne-
gotiations have been successtully completed and satis-
factory agteements have been reached with the interested
partics: -

—On September 23, 1971 a “Lender Trust
Agreement” was signed between the Government of
Bolivia and Gulf Oil Corporation which scts up the
procedure for payment of US$ 78.622,171,44 as com-
pensation and in accordance with Decree No. 09381
of September 10, 1970,

«~On December 27, 1971, by Deczee No. 100056,
the Government recognized to International Metal
Processing Co. (IMPC.) a compensation of USY
1.447.066 and authorized to continue operations in
Bolivig tirough a joint venture with the Bolivian
Mining Corporation {COMIBOL}.

— At present negotistions are being carried out
to find adequate compensatory solutions with the former
owners of Matilde Corporation, whose main share-

holders are U.8.Stee! Corporation and Engelhard Mi.
nerale.

Notwithstanding all these positive steps  which
have been ralen to present & new ime of Bolivia we
are fully sware of our limitations, of the sizc of our
problems and of the importance for the Government
ta show and maincain st any cost, such new image.
We must now prove that there is a climate of peace,
work and order in the country. These are the basic
conditions so this Investment Low will be truly positive
and real and may thus justify the efforts and expecta-
tions of the investots,

I wish 1o conclude by stating that the management
of LN has been entrusted to an executive of inter-
national prestige, who shazes our clear concept of the
valye of capital investments for the economic develop-
ment of a nation. He is assisted by a group of highly
expetienced, qualified and honest professionals, on
whom Bolivia has paleed its trust and confidence,

Thus, the gates of our country are open for all
investors who, with g sound judgment, are in a position
to be conscious of the significance of the opportunities,
the guarantees and the great possibilities of success
that this gencrous land, in process of development, of-
fers to all,
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Col. DAEM HUGO BANZER SUAREZ
President of the Republic

WHEREAS;
Econop:lic and socidl development is essential 1o achieve the Iegitimate aspirations «of
the large majorities of the Bolivian population;

The Bolivian Government is a

wate of the importance of investments for the economic
development of the country;

The development of the country is hampered by insufficient domestic seving and by
the absence of and adequate and clear frame of reference for investments;

It is imperative 10 stimulate and promate the economic development of the country,
through the adoption of legal mstruments by which adequate conditions for investments at-
guatanteed;

The urgent need for development, requires clear Jegislation on the subject, with the
stimulated and protecred participation of investments;

Thete are economically depressed areas in the country which notwithstanding their great
potential demand special treatment to stimulate their development;

Bolivia offers favourable conditions for the investment of capitals, on terms compatible
with he national interest, because of the magnitude and variety of its natural resources, and
because of the advantages granted by the terms agreed upon for its participation in the expanded
Latin American markets;

The country must expand and diversify its exports to increase its sources of foreign
exchange to support the process of nauonal development;

THEREFORE:

‘The Council of Ministers, with the spreement of the National Development Council:

DECREES:
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TITLE 1

OF THE GENERAL PROVISIONS, OBJETIVES AND DEFINITIONS

CHAPTER 1. OF THE GENERAL PROVISIONS

ARTICLE 1st. — Urder this Investment Law special
treatment 1s established to be granted 1o new invest-
ments, national and/or foreign, as well as to re-invest-
ments in the following economic fields:

Industry

Mining

Agriculture

Livestock

Renewable Natural Resources
Construction

Tourism

Qil and natural gas will be subject t9 a special legislation
Special rules will be applied to services in general

CHAPTER II OF THE GENERAL OBJECTIVES

ARTICLE 2nd — This Investment Law must con-
tribute to the national economic development to achieve
the following objectives:-

2 To increase production of goods and services

to satisfy the economic and social needs of

the country.

To introduce modern techrology, tending

towards a conunued rise in the level of na-

tional technology.

To reduce costs of production.

To increase 2ud dwversify exports.

To selectively substitute imports

To take advantage and make better use of

the productive factors and their industeial

transformanen within the country.

To generate domestic savings.

To ensure coherent and effective participation

in the process of Laun American integration.

i. To prometz a greaier development of the less
developed areas of Bolivia,

e

e on

o

ARTICLE 3rd — Subject of the special treatment
referred to in Article Ist. of this Law, are those
companies - natural or juridical persons, public and/er
private, national and/or foreign which make new
investmerts and/or reinvestments in economic activities

with the purpose of complying with any of the objec-
uves pursued in Article 2nd. of this Law.

ARTICLE 4th., — The new invesiments should be
financed with diteet capital pacticipation and/or cre-
dits. The latter should be on at least two year terms.

ARTICLE Sth — Two types of new investments will
be considered according to their application:

a. Installadon of new production units with
modern technology.

b. Modernization or modemnized enlargement of
existing installation to atrain an effective
increase of its capacity, volume and/or the
diversification of its preduction.

ARTICLE 6th. — 1t is essential condition that all new
mvestments, willing 10 take advantage of this Law,
should have tcchnologically modern machinery and
cquipment. The National Instirute of Investments {1,
N I1.) referred to in Title V of this Law, will qualify
and assertain at any time that these requirements are
complied with,

CHAPTER III: OF THE DEFINITIONS

ARTICLE 7th — For the implementation of this Law,
1t 15 understood as:

a2 Investment: The capital applied to increase
the productive capacity of the country,

b. New Investment: Any investment made after
the issuance of this Law wn national and/or
freely convertible loreign currency, in capital
goods and supplies subject to such invest-
ment, which have not obtained customs
clearance prior to the request for the incen-
tives Locally produced capital goods will
be consideted as an effective contribution te
national productive capacity only if they ore
new and are not in actual use,

¢ Reinvestment: Capital resuliant from savings,
extraordinary reserves, and/or sccumulation
of dividens of profit sharing, whatever the
legal status of the company might be, as long
as it is designed to increase the national
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c)

productive capacity, in agreement with Para-
graphs a) and b) of this Anticle.

Company: The economic activity established
for the production of goods and services.
Smfc Owned Corporation; The Economic
activity where the entire caputal belongs to
the Government,

Private Enterprice; The eco nomic activity
where the total capital, whether national,
forcign or both, is owned by private indivi-
duals, .

Joint Venture of State and Privately Owned
Capitals, The ecanomic activity formed by a
combination of public and private capitals,
whete the latter may be cither national -t
foreign,

Industry: The economic activity which,
through transformation processes of organic
or inorganic substances, produce semi-man-
ufactured or finished goods.

Mining: The ecanomic activity engaged in
the exploration, prospection, development,
production or processing of mineral resources
found on the surface or underground.

Agriculture: Livestock end Renewsble Net-
ural Resources:

Agriculture, The economic activity devoted
to intensive andfor extensive use of land
resoutses,

Livestock: The economme aciivity devoted to
the breeding, reproduction improvement of
the stock and processing of their producis,
including the care of animal health

Use of Natural Renewable Resources: The
cconomic activity whereby natural resources
are properly used.

Agriculture and Luivestock Services; Silos,
packing plants and specalised means of
transportation for the matketing of agricultural
and livestock products.

Construction: The cconomic activity engaged
in the building of housing, hospitals, hotels,
motels, buildigns 1w general, industrial plants,
roads, dams and other public infrastructure
works.

Tourism: The economic ectivity engaged wn
the promotion of jncoming tourism, including
construetion, furnish and equip hotels, motels,
lodgecabins; hatel services and toutits trans-
portation within the rules set forth by the
Ditcction General of Tourism. {Direccién
General de Turismo}.

Raw Materials: Organic and inorganic sub-
stances a5 well as semt-manufactured  goods
which atc incorporated through a transfor-
mation process into an intermediate or fini-
shed product and that constitute an inseparable
part of it.

Domestic Raw Materfals: QOrganic and inor-
ganic substances produced from their inception
in the country, whether they have been or
not subject to transformation formation within
Baolivia,

Supplies; Those clements required for the
exploration, development, production, trans-
formation, processing and marketing of a
product, which are not defined as raw mae-
rials, including supplies for tonstructions in
general defined as raw  materials, including
supplies for constructions in general,

Semi-manufactured Goods: The resultant of
an industrial process which will be subject 10
a further transformation process.

TITLE 1I

OF THE INVESTMENTS IN BASIC AND

STRATEGIC INDUSTRIES

ARTICLE 8th — Metal smelters, steel mills and petro-
chemical compleves in thewr basic stages are classified
as sirategie industr es.  These will be developed by the
Govetnment, through irs State owned enterpriscs
However, national or foreign privale capitals, if so
would be in the national interest, can participate in
these industries reserved to the State through associa-
tions with the Government under the [ollowing con-

ditions:

a

b.

With a majotity of State owned capitals.
With a minority of State owned capitals, in
which case the terms and conditions will be
determined for a progressive transfer of the
national and/cr foreign private capitals until
the State reaches a majority participation  In
no case will this trinsfer exceed a 25 year
period,

ARTICLE 9th -— The following are understood as
basic stages:
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In metal smelters and steel mulls: The primary
processes of transformation of concentrates or
minerals into metals by means of smelting
and/or refining.

In the petrochemical industry: The activities™
progesses for the teansformation of hydrocar-
bons into olefins and aromatics.



TITLE 1il

OF THE INCENTIVES, BLNEFITS AND
GUARANTEES

ARTICLE 10th. — The companies applying for the
special treatment granted by this Law will reccive the
following benefits end guarentess in accordancs with
thetr actvities and lines of production,

CHAPTER 1V: OF THE BENEFITS IN GENERAL

ARTICLE 11th — Excmption frem import duties and
the related additional tax, except charges for customs
cervices rendered and consular fees, on machinety and
equipment: mported for productive purposes, sparc
parts imported together with the machinery and equip-
ment, vehicles required and justified through the cva-
Juation of the project and that will be exclusively used
in the production process.

ARTICLE 12th. — Exemption from customs duties,
including the related additional rax znd the surcharge
impesed by Supreme Decree 08400 of June 27, 1968,
except charges for custom services rendered and con-
sular fees, on all raw oeaterials and supplies not pro-
duced in Bolivia.

ARTICLE 13th. — Refund of customs duties on those
imported raw materials and supplies which are incor-
porated in products for export manufactured in Bo-
livia, if not slready granted as stated in the preceeding
Article This refund will be made through a Credit
Note to be used exclusively for the payment of any
1axes due by the benefitiary The National Institute
of Investment will extend the corresponding certificate
based on a report from the Direction General of Com-
merce { Direccién General de Comercio) of the Ministry
of Industry and Commerce {Ministerio de Indusitia v
Comercio} which will be forwarded to the Ministry of
Tinance (Ministerio de Finanzas) for the issuance of
the corresponding Credit Note. Ezch of these entitics
will have 2 maximum of 15 days 1o process such Credit
Note,

ARTICLE 14th, — Exemption from taxes on transfers
of capital and credits, domestic or forcign, to be invested
in the approved project.

ARTICLE 15th. — ‘The manufactuted goods exported
will be exempt from national taxes on production and
sales, and departmental or municipal taxes, as well a5
university surcharges. .

ARTICLE 16th. — Investors will have the option to
adhers to the system of anouad depreciation of fixed
assets and smortization up to the following maximu
fimits:

Buiddangs and Constructions — 10%
Machinety and Equoipment — 257
Furniture and Office Equipment — 2095
Vehiddes and Transport liguipment — 25%
Freinvestment Expenses ond — 2090
Deferres] Payments

Once tha 1ot convenient plan has buen seleeted, this
will berome permancnt and will anly be applicable 1o
projects approved by the Board of Dhscctores of LN.I.

ARTICLE 17th, — A 10 year excmption from national,
departmental and municipal taxes on new constructions,
except from municipal fees for public services, for
compames established under the regulations of this
Law. Exemption also, for one-time, only, of taxes on
sransfer and over value (plusvalia) on real estate which
constitute part of the capieal of the company, provided
that the investment project has been approved by the

Board of Directors of IN.L

ARTICLE t8th. — In the Departments of Beni, Pan-
do and Tarija and other areas of lesser economic and
social development, through prior specific legal pro-
vision, ¢ 10 vear tax excmption on profits and toral
incoine derived from an approved investment will
be granted. Likewise there will be a onc time only
exemption from transfer and over value {plusvalia)
taxes an estate which exclusively constitute part of the
capital of the company.

ARTICLE 19th. — Proportional tax exemption on
profits of Bolwizn companics that invest such profits
for the purchase of new share issues of companies on
which there is foreign capital participation. Such
exemption will be granted unul national capital parti-
cipation reaches 519%.

ARTICLE 20tk. — Other incentives not related to
taxes subject to speciel programs:

2. Land for industrial areas will be supplied by
the Government for the establishment cf
industrics, evep though these areas may not
be a part of industrial complexes.

b. Grant land concessions for agricultural and
livestock purposes, will be supplied within
lepal limitations.

ARTICLE 21st. — At the request of the interested
company or at its own initiative, IN.I. may apply *o
the Minstry of Finance {Ministerio de Finanzas) for
the revision of custom duties on imported products,
simi'ar to those produced in the country in ¢ der to
provide adequate and temporary tariff proteciion to
the nauonal product, looking after the needs and
interests of the conswners. A prior technical-cconomi-
cal study will be made, taking into consideration the
market conditions the quality of the product, compsr-
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ative production costs, regional integration agreements
and ather factors,

ARTICLE 22nd. — Tariff protection will be granted
tcmp_orarily on the basis of the technical-economical
studies which will, in each case, be prepared by the
Ministry of Industry and Commerce {Ministerio de
Industria ¥ Comercio) and the Ministry of Finance
{Ministeric de Finanzas).

ARTICLE 23rd, — No imported product similar to
Ehusc ptoduced in Balivia may be exempted from
import duties if Bolivian production is sufficient to
satisfy notional demand in quantity, quality and price,
}vljr.lhcr the importer should be a publie, private or
feint venture cntity ar a conrractor of public works.

ABT!CLE 24th. — In all projects intended 1o comply
\\'m!n the terms of the Integration Agreements, the time
limits set forth for the muliinaticnal tariff regulations

and cther hatmonizing policy factors must be taken into
account,

CHAPTER V- OF THE BENEFITS FOR INDUSTRY

ARTICLE 25th — All industrial projects willing 1o

benefic by this Law will be evaluated and rated by
INL

ARTICLE 26th — IN.L will rate industrial projects
into 3 catcgories using the following evaluation
criteria:

— Final destination of the product.

— Saving and/for generaton of foreign currency.
«—Level of technology

~— Productions costs.

— Fmancial conditions of the investment,

— Size of the wnvestment.

— Elfects derived from the investment,

— QOrigin of the raw materials,

ARTICLE 27th — For the purpose of the application
of this Law, 1n accordance with the preceeding Article,
the follewing categories will be considered:

a. First Category — Investments in the following
activitics will be considered belonging to first
category:

— Mining-Metallurgical Industtial Compleaes
— Petrachemical Complexes

—— Metal-Mechanies

~—- Basic Chemistry

~ Pharmochemistry

— Motor Vehicle Industry

— Electric Industry

— Electronic Industry.

b, Second Cuategory: Investments in the following
activities will be considered belonging to
second category:

— Manufacturing of Component Parts to be
Used in First Category (Paragraph a)

— Agro-Tndustry

— Consumer Goods

« Explosives and Related Products, Subject
to Pror Authorization from the Ministry
of Defense (Ministerio de Defensa).

c. Third Category: All incustrial activities not
included in the First and Second Categories,
wilt be copsidered belonging to the Third
Category,

ARTICLE 28th. — Industrial activities rated in the
First Category will be entitled to 1009 of the benefits
granted in Articles 11, 12, 13, 15 and 19 as well as
those contemplated in Articles 14, 16 and 17,

ARTICLE 29th -— Industrial activities rated in the
Second Category will be entitled to: 10090 of the
benefits granted in Articles 11, 13, 15 and 15; 75%
of the beneftts pranted in Articde 12, plus those con-
templated in Articles 14, 16 and 17,

ARTICLE 30cth. — Industrial activities rated in the
Third Category will be entitled to: 10092 of the benefits
granted by Articles 11, 13, 15 and 19; 5025 of the
benefits granted in Article 12, plus those contemplated
in Anticles 14, 16 and 17.

ARTICLE 31st. ~ The benefits mentioned in Article
11 will be granted for one-time only for all 3 categotics.
The benefit granted under Article 12 will have the
following duration:

a. First Category- 7 years from the date of ap-
proval by the Board of Directors of I N.I, and
will be gradually redoced Ly 209% annually
over the followin 5 years.

b. Second Category: 7 years starting from the
date of approval by the Board of Directors
of IN.I. and will be reduced by 30%, 30%%
and 409 annually over the following 3 vears,

c. Third Category: 7 years from the date of ap-
proval by the Board of Directors of IN.1, and
will be reduced graduslly by 50% annually
over the following 2 years.

CHAPTER VI: OF THE BENEFITS FOR EXISTING
*INDUSTRIES

ARTICLE 32nd. — Existing industries will be entitled
to the export benefits according to Articles 13 and 15
of this Law as well as of an adequate tariff legislation.
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CHAPTLR Vif: OF THE BENEFTTS FOR MINING

ARTICIL 33r — Investinents in mining activitivs
subject to prior evaluation and approval of the project
by the Board of Dhrectors of LML will be entliled
to the fallowing benefits. 1009% of those mcntionsd
in Arucle 19, and for onc-tmie only those indicated in
Article 11 as well as the benefus granted by Articles 14
and 17. Likewise, such investments will be entitled
to discretionally set the tules of depicciation  and
amottization 1n accordance with Asticle Lo, which
should be properly notified to the Direction of Internal
Revenue (Dirsccién General de la Renta} at the time
of registration of the investment project. Such tules
can rot be subject to changes daring the period szt
forth.

CHAPTER VIII: OF THE BENEFITS FOR AGRI-
CULTURE, LIVESTOCK AND RENEWABLE
NATURAL RESOURCES

ARTICLE 34th. — The activities engaged in agricul-
ture, livestack und rational use of renewatle natural
resousces, subjcct to prior evaluation and approval of
the project by the Board of Directors of IN.IL, will
be entitded to the following benefits: 1009 of thote
mentioned in Article 12, and for onetime eonly of
those indicated in Acticle 11, The time limit for these
henefits will be the same as that stipulated in Article
31 for Tisst Category Industries, as well as the beneffis
granted by Articles 14, 16, 17 and 19.

CHAPTER IX: OF THE BENEFITS FOR
CONSTRUCTION

ARTICLE 35th. — The companies engaged in con-
struction, subject to prier evaluation and approval by
the Board of Directers of INI, will be entitled 10
the following benefits: 100% of those set forth in
Article 11 for one-time only, as well as.those granted
by Articles 14, 16 and 19.

CHAPTER X: OF THE BENEFITS FOR TOURISAM

ARTICLE 36th — Activies dedicated 1o the promeotion
of incoming tourism will, subject to prior evaluation
approvai by the Boaid of Directors of IN.L be entitled
to the following incentives and benefits:

2. 10096 for one-time only of the benefits men-
tioned in Article 11 as well as those granted
by Articles 14, 16, 17 and 19.

b. 100% exemption from customs and related
additional tax, except charges for custom
services  tendered and  consular fees, on
cquipment imported to initially equip and
furnsh first class hotels, exclusively classified

as such by LML snd the National Tourist
Council (Concejo Nacional de Turismo) ac-
cording to international standards.

CHAPTER XI: OF THE BENEFITS FOR
REINVESTMENT

ARTICLE 37th. — Reinvestment of company profits
15 exempt of tomal rent taves {Impuesto a la Renta
Total) in accordance with Articles 9 and 10 of Supreme
Decree No. 08619 of January 8th, 1965, Likewise,
subijcet to prior rating of the project, the investment
will be entitled to the benefits pertaining to the categoty
assigned to it.

TITLE IV
OF THE GUARANTEES

ARTICLE 38th. — The capitals invested in the country
on any of the activities mentioned in Article 1st. of
this Law and legally registered in the National Registty
of Investments {Registro Nacional de Inversiones), in
accordance with the rules set forth by this Law, will
be entitled to the guarantee of free utilization and
convertibility of funds in the currency in which the
investment was made for the amortization of paid ca-
pital and payment of profits of dividens of the foreign
investment. This also includes payment of principal
and intecests of foreign credits which were contracted
with the knowledpe of the Central Bank (Banco Cen-
tral de Bolivia).

ARTICLE 39th. — The investor benefitting from the
incentives of this Law will also be entitled to a seven-
year guarantee of not being affected by changes in
1axes and export duties in general, whether nationzl,
deparumental, municipal andfor university surcharges
effective as of the date when the Board of Directors
of IN . approves the project. However, the investor
would be eligible for any reduction in such taxes ard
surcharges within the period previously stated.

ARTICLE 40th. — The companies that would not
desire 1o benefit from this Law, or those whose projects
would have been rejected as a result of the evaluation
performed by the National Institute of Investment
(IN.1) may, after prior registration with the corre-
sponding Ministry, carry out their projects without be-
nefiving from the incentives and guarantees granted
by this Law excep those mentioned in Article 32.

ARTICLE 41st, — Investments made under this Law,
which may require guatantees, Investment insurance or
loans granted by any international organization c. crying
out assistance programs, by any foreign Government
or by any agencv of cither of them, will be governed
by existing provisions or futute ogrccments between
the Bolivisn Government and foreign governments,

— 166 —



TITLE V

OF THE NATIONAL INSTITUTE OF
INVESTMENT IN BOLIVIA

CHAPTER XII: OF ITS NATURE AND
ORGANIZATION

ARTICLE 42nd, — The National Institute of Invest-
ments (IN.L) wil{ be tesponsible for the administra-
tion and imp!emcmariop of this Law. IN.I, is a public,
descentralized institution acting under the supervision
of the Ministry of Industry and Commezee (Ministe-
rio de Industria y Comercio).

J&R’I.'ICLE 4rd. — The functions of the Nations!
Institute of Investments (IN L) will be governed by

a set of taternal regulations duly approved by its Board
of Directors.

ARTICLE 44th, — The Board of Directors of the Na-
tional Institute of Investments (LN L} will be consti-
tuted by the following Ministers or their duly appointed
elternates, who will have the tight of voice and vore:

— dinister of Industry and Commerce {Ministeo
de Tndustria y Comercio)

— Minister of Finance (Ministro de Finanzas)

— Minister of Planning znd Coordination { Ministro
de Planificacidn y Coordinacién).

The private sector will be represented by the foilowing
members;

—Two representatives of the Confederation of
Private Enterprises with the right of voice and
vote.

Other Ministers or their alternates will also be membess
of the Board of Direciors, without vote, whenever the
tnvestinent projects will be rolated o their rzspective
Ministries, This also applies to the representatves of
the specific sector of private enterprise.

ARTICLE 45th ~- The Chairman of the National In-
stitute of Investment (IN1.) is the Minister of Indu-
stry and Commerce {Ministro de Finanzas y Comercio).
In his absence the Chairman will be the Mimster of
Finance (Ministro de TFinanzas) of the Minister of
Planning and Coordination (Ministro de Planificacién
y Coordinacién). The Chairman’s vote will be cast
enly in cases of de.

ARTICLE 46th. — The Board of Directors is the
highest authority of the National Institute of Invest-
ments (ILN.I.) and will decide on important matters
within the context of this Law  General resolutions
of the Board of Direciors will be passed by a simple
majotity vote.

ARTICLE 47th, — The Minister of Industry and Com-
merce { Ministro de Industria y Comercio) and Chairman
of the Board of LN.L will choose the Executive Direc-
tor of the Institute from a three name list proposed by
the Board of Directors,

ARTICLE48th. — The exceutive Director will part-
cipate in the Board mectings without vote and must
submit to the Board all applications for registration in
the National Registry of Investments together with the
relevant reports and studies. Moreover, he must reg-
ularly present proposals for necessary changes to
improve the purposes of the Law and those of general
nature rejated to the operation of the Institute,

ARTICLE 49th. — The technical personnel of the
Institute will be appointed according to its internal
regulations.

CHAPTER XIIT: OF ITS FUNCTIONS AND
ATRIBUTIONS

ARTICLE 50th. — The National Institute of Invest-
ments {IN.I) will have the following functions:

a. Promotien, assistance to the investors and
researctl.

b. Administration,

ARTICLE 5ist. — The National Institute of Invest-
ments {INT) will be the competent body to authorize,
register and control investments under the terms of
this Law,

ARTICLE 52nd. — The functions of promotion, as-
sistance and research are as follows:

a. To provide specialized information to inve.
stors.’

b. To cooperate in  solving problems affecting
the investors, in cases of conflict with public
or private organizations

¢. To suggest to public authorities the need 10
1evise existing laws and other legal provisions
related to the investors.

d. To carry out periodic in-plant inspections and
evaluations of the registered projects,

¢. To disseminate all pertinent information te
arouse the interest of the investors.

ARTICLE 53rd. -~ The administrative functions are:

a. To evaluate projects presented by the inve-
stors in order to determine their feasibility
and rating,

b. To process applications submitted by the
interested parties for their registration in the
National Registty of Investments.

¢. To receive and to take care of claims submit-
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ted by the investons related with the inple-
mentation fo this Law,

4 o apply and carry out the penalties establi-
shed by this Law.

c. To ensure that companics registered in the
Natianal Repistry of Invesiments comply with
the stipulations of this Law and also with
the resolutions set forth by the Board of Di-
rectors.

{. To advise private investors on matlers con-
nected with the processing of their invest-
ment projects.

g- To kecp the National Registty of Investments
which will conain the Board’s resolution au-
thorizing the rcgistration of the firm, includ-
ing npame, category, nationality, benefits
granted and the expiration date of same.

h. To control and register tax exemptions ex-
tended and ensure that these propetly zpply to
the appraved and registered project.

i Register and control, in coordination with
ather competent instituttens, the signing of
credit contracts which the investors wish to
obtain in foreign countries.

j. To ensure that production activities are star-
ted within the time limit indicated in the
Board's resolution.

ARTICLE 54th. — Before any action is taken, all
requests for registration of projects submitted 1o TN.I.
must be considered by its Board of Directors.

ARTICLE 55th, — IN.I must submit zll projects wo
the Ministries of Planning and Finance (Ministetios de
Planificacién y Finanzas) so they may inform on their
impact on the nationa! development plans, There is
a maximun time limit of 15 days for this purpose, If
the reports are not receised within this peried it will
b= assumed that the report s affirmative,

ARTICLE 56th. — All projects presented to LN.I. are
considered to be the private property of their applicants,
they will be treated as strictly confidential documents
and must not be made known to person or institution
ontside the I NI, except with the written authorization
of the interested parties.

Any employee or employees infringing the confidential
nature described befote will be dismissed and criminal-
ly prosecuted.

TITLE VI
OF THE PROCEDURESS
CHAPTER XIV

ARTICLE 57th, — Al applications submitted to TN.L.
in order to be entitled to and have right to the benefits

and gumantees as established on this Law as well
those eatified by the Supreme Decree Nu. 09798 of
June 30, 1971 relmed with the common ticatment (Ré
gimen Comin) to foreign investments, should be pre-
sented to LN.1, in five copies including a study on
the technical and cconomic feasibility of the project.

ARTICLE 58th. — The applications for repistration
will be studied and evaliated by the technical depart-
ments of IN.I.

ARTICLE 59th. — Any application that is not descri-
bed in Article 1st. of this Law could be rejected.

ARTICLE 60th. — After the project has been studied
by the technical departments, the Escentive Dircctor
will submit the application and technical reports for
the consideration of the Boatd of Dircctors of IN.L

ARTICLE 6ist. — Ouce approved, the project will
be rated by the Board of Directors of the National In-
stitute of Investments (LN.1.) setting time limits for
the installation of the plant and the starting of pro-
duction. If justifishle reasen would exist the Executive
Durcctor may extend those limits at the request of the
interested parties.

ARTICLE 62nd. — Once the investment project has
been approved and rated, the Board of Directors of
IN.I will issue the corresponding Resolution for its
regisiration in the National Registry of Investments.

ARTICLE 63rd. — The following procedure will be
adopted for the exemption of custom duties on machi-
nery, equipment, faw materials and supplies,

a. Submutw! of the application to LN.I. using
the appropriste Form (formulario) which must
be processed in a maximum time of 10 days.

b. The Mumisiry of Finance {Ministerio de Ti-

anzas) must 1ssue the pertinent Resclution
in 2 maximum tims of 15 days from the date
IN.I. presents the approved application.

ARTICLE 64th. — If 2 resolution adopted by IN.L
would infringe the provisions of the spirit of this Law,
the investars or Government officials, if such is the
case, may appeal to the Ministerial Cabinet {Gabincte
Ministerial).

ARTICLE 65th. — The rights to benefits and gustan-
tees, ns well as the fulfillment of the obligations, will
be computed from the date when the respective reso-
lutions is passed.

ARTICLE 66th, — The applications for expansion
andfor diversification of the activity should fc low ths
same steps as stated in the preceeding articles.

ARTICLE 67th. — In those cases in which complements
or modifications of the approved projects are required,
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I.P:].I.,.bafe.d on its technical reports and subject to
ptior 1usn{1cntmn from the interested pacty, will ap-
prove or rcject them through a Resolution of the Board.

ARTICLE 68th — No official or authority, whichever
the rfmk, may limit, refuse or obyecr to comply with
the rights, bencfits and guaranices geanted to the inve-
stors by the corresponding Resalution from the Board of
Directors.  Any infringement 10 thus Article wl] entitle

the .invcslor to the legal resource of Constitutional pro-
tection,

CHAPTER XV: OF THE PROVISIONAL
REGISTRATION

.ARTICLE 69th. — The panies interested in promot-
ing an investment project may apply to LN.L for a
provisional registration, for a period no longer than
6 months; such registration could be granted subject
to prior submitta] and consideration of all documents,
as requested in Chapter XIV, Titde VI, with the ex.
cept’on of those related with the source of financing
or other complementary requisites.

AR.TICLE 70th — Provisional registration will not
entitle to prefecential rights nor to tax exemptions of
any kind,

ARTICLE 71st. — The Board of Directors of IN1.
will rate the project and authorize the extension of a
certificate indicating what further steps are negessary
for 2 permanent registration in the National Registey
of Investments, within the time Kmit stipulated in
Article 69,

TITLE VII

OF THE RESPONSABILITIES OF THE
COMPANIES

CHAPTER XVI

ARTICLE 72nd. — The Companies registered in the
National Registry of Investments will have the {ollow-
ing respons.bilities:

a. To keep a cost accounting system and a regi-
ster 1o verify inventory control, fixed provi-
sions requesting fised asscts and depreciation
in accordance with legal provisions requesting
this matter.

b. To submit to INI, copics of their annual
financiai statements, production costs snd all
heces.aty documents for the purpose of con-
trol and statistics.

c. To fully cooperate at all times for thc better
implementation of this Law.

d. To allow inspections in their own plants or
eAfices, making available all rclevant docu-
ments.

c. To report on their policies for the exporr of
products,

f.  To allow quality controls of their production
by the Direction of Standards and Technology
(Direccién de Normas y Tecnologia) of the
Ministry of Industry and Commerce (Minis-
terio de Industrin y Comercio).

ARTICLE 73th. — The compaties registered in the
National Registry of Investment which would rot start
their operations within the prescribed time bimts, or
which would not develop the activities specified therein,
will have their registration and the cotresponding be-
nelits cancelled, unless justifiable reasons would be
presented for judgment to the Board of Directors of
INI ’

ARTICLE 74th — Any registered company that might
missuse the machinery, equipment, vehicles, raw ma-
terials, semi-manufactured goods and any other goods
and supplies 1n genera specified in the project, which
were exempted totally or partially from custom duties,
will be punished with the withdrawal of their regis-
wration and the loss of all incentives granted by this
Law,

ARTICLE 75th — Jn all cases of missuse of the
benefus granted by this Law, it will be assumed 1o be
damaging and detrimental 1o the interests of the
country. In additicn to the penalties described in the
preceeding Article, the perunent proceedings will be
remitted to the National Customs (Direccién General
de Aduanas) or the Inrernal Revenue (Direccion Ge-
neral de la Renta) notifing at the same time the Comp-
troller General’s Ofifice {Contraloria General de la Re-
piblica) so that the necessary legal coersive action is
taken so as to cbtain the corresponding indemnification
and to establish ensuing respansibilities,

TITLE VIII

OF THE TRANSITORY PROVISIONS

ARTICLE 76th, — Those applications submitted to
the former INPIBOL which may be pending of decision
or provisionally repistered, will be entitled to the be
nefits of this Law, provided that they are within the
scope of this provision, for which purpose a time-limit
of 120 days is given in order to bring the application
up to date. Afier this peried all rights for their re-
gisteation witl become void.
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ARTICLE 77th, — Invesunems registered fn the Na-
tinnal Remsiry of Invesiments, created by Tap No
075366 of the 20th. of October, 1965, will continue
to benelit fram the incentives granted by that Law for
the vme sdpulated in it. Such benefits cateying no
time Iunit will have 3 years as a maximum term to be
computed from the date of issuance of the present
Low.

ARFICLE 78th. — The Decree — Jaw No. 07366 of
October 20th , 1965 is hereby derogated as well as all
athet pravisions contray to the presen Law.

The Amisters of State i their respective offices are in
charpe of the implementation and compliznce of the
present Law,

Stgned in the DPalace of Government, i the Ciiy of
La Paz on this tenth day of Dowebng pinctoon seventy-
ore,
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RESUME OF THE LEGAL PROVISIONS MENTIONED IN THE
LAW OF INVESTMENTS

1. Decree No. 08619 of January Sth., 1969
Referred to in Article 57th. of the Law

The following losses and expenditurcs should be
deducted from the Total Gross Income for the
payment of texes at the Internal Revenue Depart-
ment (Ihreccién General de la Renta):

a. Yearly loss or deficit resulting from the
operations of any business or unipersonal un-
dertaking and nom-stock  corporalions, in
proportion to the participation of the owner
or partners of the capital invested.

b. Income taxes on personal services, profits,
capita] assats and lease rentals,

c. The 25% tox established for unipersonal and
non—stock undertakings, prorated according
to the participation of cach member in the
capital invested.

d. The amounts invested during the Fiscal Year
in the purchase of:

1) Bonds or original issue {rom the Central
Government, the Governor’s Qffice of any
State withun the country, or Municipalities;

2) Bonds or shares of oripinal issue from
State and/ac joint enterprises;

3) Nominative shares of original issue from
new stock corporation, engaged in indus-
trial, sgriculrural, livestock, mining and
Development Banks connected with these
activities;

4) New shares issued to expand the produc
tion capacity of the existing siock corpo-
rations, engaged indusuial, agricultural,
livestock, mining and Devclopment Banks
copnccted with the above activities by
persons nor connected with the company;

5) New shares issued to expand the produc-
tion capacity of the company, when such
company is engaged in industrial, agri-
cultural, livestock, mining and Develop-
ment Banks connected with these activ-
ities, by the sharcholders of the same com-
pany.

§) For reinvestments, as defined in the
prececding paragraphs, 2 15% of the total
reinvestment will be allowed to be utilized
as working capital.

Furthermore, the following exemptions will be
allowed:

The amount of the “dividends exchanged into
shares”, to nominative shareho'ders, as a result
of reinvestments stated in preceeding para-
graphs, from the superavit of steck corpora-
tions enpaged in industry, agriculture, live-
stock, mining or Development Banks connected
with these activites.

The amount of profits from any business,
uniperson! concerns or companics, to such
juridical persons engaged in industry, agricul-
ture, livestock, mining or Development Banks
connected with these getivities, who have
reinvested or increased their capital in the
same enterprise or busibess,

50%6 of the capital profits and/or occasional
possible earnings on the income or exchange
of stocks.

2, Decree No. 08400 of June 27, 1968
Referred to in Article 12 of the Law

An additional surcharge of 109 cn the CIF value
of commeodities imported.
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This surcharge substitutes the US$ 10— siamp,
farmerly affixed on Consular Invoices,

The following goods are exempted from thus sur-
charge:

— All foodstuffs, considered “Articles of Prime
Necessity”,

~ Pharmaceutical products, printing paper for
bewspaper enterprises, spare patts for motor
schicles and airgraft in general,

— Likewise, all capital gooeds corresponding to
new investments or thosc imports covered by
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special laws, covenants, or agreements, such 8
the National Instituic of Investments, the Pe
troleum and Mining Laws.

Decree No. 09798 of June 30, 1971
Referred to in Acticle 57 of the Law

The Common Treatment to foreign capitals, trade-
matks, licenses, patents and royalties is approved
as established under Decision No. 24 of the Andean
Pact, including the revisions and adjustments in-
woduced by Resolution No. 37 of the member
countries.



RESUME OF THE INVESTOR'S MANUAL

Applications for investment as well as the related
documents, must be submitied to the National Institute
of Investments (INI.} in five copies each, in a scaled
envelope and artaching the following information:

1.— Application and related legal documents.

1. Name of the Company, place of incorporation,
type of enterprise, crigin of the capital, legal
domicile, location of the project.

2. Objectives and main activities of the Com-
pany.

3. A brict description and econemic justification
of the project.

4. Amount of the investment, origin and method
of {inancing.

5. Benefits requested under the Law of Invest-
ments.

6. Name of the promoters and/or main share-
holders, their nationality, amount of ecapital
cantribution of each one and origin of same.

7  Any other information that the investor might
deem pettinent.

8. Power of attormey or any other document
showing the legal awtharity of the represea.
tative or promoter.

9. Documents of the Company:

a) If it is a Joint Venture:
To submit all lepal documents showing the
constitution of the firm, certificate of re-
gistration at the Intetmal Revenue Office
b} Limited Liability;
Documents showing its icgal constitution,
any increase of capital, transformation or
changes and/or other public deeds enterce
into at later dates should be submitted.

—r

¢) Stock Corporation:
Minutes of its foundation, statutes, appli-
cation for its recognition as a juridical
person.
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d} Unipersonal Enterprises:
Registry at the Internal Revenue Office,
Industrial Registry and any other docu-
ments showing the type of its activity.

I1 — Technieal and Economic Feasibility
Study of the Project.

Motivation of the project, its conception and
organization,

Information relative 1o the product and/or
service in the domestic or forcign markets.
Definition of the proposed line of industry
or service.

Legal constitution of the Company and respon-
sible perssoancl,

Summary of the project.

Market Analysis:

a) Description of the product or service
Geographical distribution of the market.

b) Study of the estimated offer and demand.

¢) Projection of the demand. Rate of sub-
stitution of imports and proposed policy
for caports.

d) Analysis of prices at different morket levels.
Comparative prices.

e) Matketing of the product or service.

o Matket demand analysis should be ot
tached to projects intended for expart
to regional and sub-regional integration
andfor third countries.

Size and location of the project,

a} Fagors which determine the size and
Jocation of the plant.

b} Justification for having selected the site:
source of raw material; suply of electric
power, labor, infra-structure, environment
conditions, ete.

¢} Capacity of the plant,



10.

Engincering of the Praject.

a) Type and nature of the product to bhe
manufactured,

b} Output per hour, per day, per
per year.

¢} Program  of production, description of
the process of manufacturing

d) Inventory of supplies. Quantity and value
of tocally or imported raw material,

¢) Description gf the machinery, equipment
and vehicles to be used in the Project.
Cau_ntry of origin, wear and tear of the
equipment.

£) TIncorporation of technology, use of trade-
marks, patents, licenses and other systems
of foreign technology to be used in the
Project.

g) Location of the plant. Description of
the building and/or other constructions
required by the project.

h) National or foreing personnel tequired.

i) Time schedule for production and dead
line for initiation of operation

j: Public services; water, electric power,
transportation, elc.

month

Tnvestments required and financial aspects of
the project.

a) Fixed assets
— Ttemized justification and detail of the
investment,
— Feasibility study and organization costs.

b} Capital assets:
Operational capital.

1st. Requirements and normal supply of
funds for the iniual period of oper-
ations,

2nd. Rotation cyele of inventories of sup-
plies. Cash Flow.

¢) Financing of the Project.
— Origin and sources of the fixed and
capital assets;
—Fipancial structure before the initi-
ation phase (Opening Balance Sheet).

Economic Aspects of the Project.

a) Cost of manufacturing.
b) Cost of Administration.
) Cost of selling.

d) Cost of financing.

11. Annual Budget of Operational Expenditures.

12,

13.

14,

15.
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Annual Estimated Income.

a) Forecast of income from sales and other
items,

b) Comparative prices at different levels of
marketing,

¢} Competitive analysis of the prices.

d) Analysis of break-even point.

Estimated profits:

)} Profits before taxation,
b) Profits after taxatton.

Financial aspects of the Project.

a) Financial projection for an adequate period.

b) Projection of monetary sources and use
of same.

¢} Determination of the Project rentability.

d} Determination of capital return.

¢€) Detcrmination of the payment capacity of
financial fixed costs.

Mining projects:,
2) Market;

— Analysis considering the type of mineral
ores to be produced.

— Main producing countries and consum-
mers.

— Prices in the world market, market-
ing procedures, analysis of transporta-
tion costs,

— Mining bank (Banco Minero de Boli-
livia), National Smeliing Corporation
(Emptesa  Nacional de  Fundiciones
ENAF), direct exports.

b

Lal

Geological and Engincering Studies of the
Project:

Area and Regional Geological studies,
including a detailed study of the deposite
of Minerals, which will determine the
soutces of mineral ores,

Geological maps. stratigraphic columns,
structural profiles and other Geological
data.

¢) Quantification of reserves, laboratory tests.
systems and methods of mining methods
of concentrating, production charts  and
description of the mining equipinent,



16.

Agticultwal and Livestock Projects.

a)

c)

Marhet:

Analysis of the type of the agricultural
and Tivestock activities,

National and regional markets.
Apronomical Study of the Projejet:

Tigs swdy should conwin infonwation
concerning soils tests, motereological study,
inventor ry of resources, experiments car-
ricd out.

In-put
Labor force, seed, stock or breed, fertili-
zers, insecticides, animal healt. Description
of the machinery and equipment to be
used.

J1L.— Enclosures:

Docuncnts such as charts, maps, prospects, organ-
jrational charts, Iaboratory tests, pro-forma invoices,
cartificatcs, etc. should be attached to the applica-
tion.

aneass

NOTE: The complete text of the Investor's Manual
can be obtained from the National Institute
Of Tnvestments at the following addeess:
Casilla Postal No, 4393,
La Paz, Bolivia,
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DECREE LAW No. 10170.

CNL. HUGO BANZER SUAREZ
President of the Republic

WHEREAS:

It is the duty of the Supreme Gevernment to abide by the people’s will channeling it
within the framework of a truly nationabstic policy to garamee to the Nation the
control of the exploration and utilizanon of its hydrecarbons through Yacimicntos Petrolifercs
Fiscales Bolwianos as the siate owned enterprise specialized in tlus sector;

The natural resoutces of the country must generate the financial wherewithal necessary
to echieve effective economic and social development of the country, thereby permitting it 1o
participate with authentic sovercignty 1n the internacional commumty;

Within the range of natural resources, hydrocarbons constitute a powerful factor for
a poiental expansion which should be carried out through rational exploiration in order to satisfy

the growing demands of the domestic market and the indispensable process of industrialization
in which the country is engaged

Therefore it is necessary to foster a policy of exportation that will woark toward jmprov-
ing the country's balance of payments;

The discovery of new reserves of hydrocarbons is imperative and the investment of
substantial amounts is necessary to achieve continuity and strengthening of the national petro-
Teum industry. This investment, duc to the magnitude as well as the specnlative nature of the
project, s not within the capacity of wholly internal financing;

For this purpose it is necessary to encourage and guarantee investment of risk capital
that contributes to the preat task of economic development of Bolivia, within contracrual
conditions adequate to national interests;

Subsequent to the derogatian of the Petroleum Law (Cédigo del Peatrdleo), the lack
of repulatory norms in the subject created a legislative vacuum which must bz overcome in
otder to obtain 2 dynamic development of the national hydrocarbons indusery;

It is necessary to provide the nation with the legal instrument reflecting new economic and
legal trends in the exploitation of hydrocarbens that will promote the creation of wealth
through a rational and suitable utilization of these natural resources as fuel and power;

WITH THE AGREEMENT OF THE NATIONAL COUNCIL OF MINISTERS

DECREES:
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THE GLNERAL LAW OF 1IYDROCARBONS
TITLE 1
GENERAL PROVISIONS
CHAPYER 1
Lepal ownership of hydrocarbons

Article 1st- In accordance with the provisions “of
the Polnical Constnution of the State, hydrocarbon
deposits, regardless of the physical state in which they
may exist ot appear, are of the direct, inaliensble and
imprescriptible domain of the State.

Article 2nd- The utilization of the hydtocarbons
must serve the State’s policy in sccordance with the
highest national nterests, promoling the ttegral de-
velopment of the country.

Article 3nd — The Government will determine
the policy uf the State regarding hydrocarbons within
the context of plans for nauonal development framed
eathin the general poliey of the country for fuel and
power. The basic prnciples and  general rules that
govern this peiwcy shall be set forth through the M-
pistry of Energy and Hydzocarbons, which will watch
over to assute that the petroleum industry develops
its operanons within that policy so that the national
goals may be fuliilled.

CHAPTER IL
Public utility

Asticle 4th- Due to the fact that the hydrocarbons
industry is basic and strategic to the development of
the country, all its activities including the phases of
exploration,  exploitation. tefining, industrialization,
transport, marketing and other phases, shall be mvested
wnth the character of pubhe unlity.

CHAPTER III

Execution of the hydrocarbons policy

Article Sth- The concessions system for hydrocar-
bon is hereby abolished. Exploration in alt national
terntory and the subsequent exploitation and benefits
from petrolesm areas are assianed to Yacimientos Pe-
trotiferos Fiscales Bolivianos in accordance with specific
plans.

Asticle 6th- ‘The cxccution of develepment plans

far the hydrocarbon sector, prepared 1n accordance with
the policy for this sector laid down by the Government,

uhall be the responsability of Yacimicmios Petrolileros
Fiscales Bolivianos. Townrd that and, Yacimientos Pe-
traliferos Fiscales DBolivianos shail cary out its oper-
ations under cffecuve pdministrutive notms 1 secking
the greatest benefits for the nation.

Arncle 7th. The conduction and management ot
the country’s hydrocarbon industey, nchuding studies,
nlannipg, construction, operation and achministratiop 0
the phases of exploration, explonation, refining, indus
tralyzation, wansport and marketmg of petroleum,
natural gas or any other hydtocarbons, their products
and by-products, arc within the exclusive putview of
Yacimentes  Petroliferos Fiscales Boiivianos, which
may carry out such operations by isell and in any of the
phases indicated above, through joint ventures of state
and privately owned capitals or through third parties,
in accordunce with the provisions of this Decree Law,
its by-Jaws and other apphcable faws for each case.

TITLE II

EXPLORATION, EXPLOITATION, REFINING, IN-
DUSTRIALIZATION, TRANSPORT AND MARKET-
ING OF HYDROCARBONS

CHAPTER I
Definitions

Article 8th.- TFor the purposcs of this Iaw, the
following definitions are hereby adopted:

a) Exploration: The geological teconnaisance of the
surface, acrophotogrammetzic surveying, topographic
surveying, gravimeteic, magnetarmetric, selsmological
and geochemical work, drilling of wells and any other
work done to determine the hydrozarbons possibilities
of a region.

b) Exploitation: The drilling of ofl wells, laying of
pipelines, construction of storage depot areas, of plants
and faciliuies fer separation, for secondary recovery and,
in general, any activity on or below the surface for the
production, transportation, separation and storage of
hydrocarbons 1n order to obtain their benefits.

¢} Refining: The industrial processes which convett
hydrocarbons from their natural state into products
generically mamed carburants, liqud or gaseous fucls,
lubricants, preases, paraffins, asphalts, solvents and the
by-products which 2re produzed by such processes.

d) Industrializatioh: All those processes of trensforming
the products restltng from the refining of hydrocar-
bons, including petrochemical processes Petrochemis-
try, by its very nature, may also make vse of hydrocar-
bons in their natural state.
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e) Tranpsort: All the diverse means and  awxilinzy
facilities used to stote and move hydrocarbons or con-
duct them or their derivanves 1 an uninterrupted
mannee through pipetines from one place 10 another.

[} Marketing: All activities related o the sile, ex-
change or any form of transfer of hydrocatbons in ther
natural state, refined products or derivatives of hy-
drocarbons, industrial and petrochemical products, in-
d:ding storage and distribution appropriate to this
phase.

g) Hyflmmrbons: The catbon and hydrogen compounds
found in nature either on or below the surface, whatevar
their physical state,

h) Petroleumn: Hydrocacbons that are found in 2 liquid
state under normal conditions of temperature and pres-
sure. This nomenclature covers the mixture of liqmd
hydrocarbons which are obtamed from the separation
processes of associated gas or condensate,

i) Natural gas; Those hydrocarbons found in 2 gaseous
state under normal conditions of temperature and pres-
sure,

i) Asso iated gas: The gaseous fraction of hydrocar
bons that results from separation processes for liquids
and gases in the processing of hydrocarbons,

CHAPTER 11

Operations executed directly by Yacimientos Petroli-
feros Fiscales Bolivianos

Article $th- In accordance with the provisions
of Article 7th of this Decree Law, Yacimientos Petro-
liferos Fiscales Bolivianos may execute by tself all the
activities of the hydrocaroon industry

Article 10th- To comply with the requirements
established in the preceding article, Yacimicnios Pe
troliferos Fiscales Bolivianos is penerally but nor ex-
clusively empowered to:

a} Carry out all kinds of rescarch and explaratory tests
for the discovery of hydrocprbons in any par of the
national territory.

b} Exploit hydrocarbons and accompanying substances
found within national territory, whatever their physical

state.
¢) Refine, process and industrialize hydrocarbons.

d) Transport, through muli purpose, oil and gas pipeli-
pes or othet means, hydrocacbons in their natural state,
semi-processed or processed and their products and by-
products.

¢) Construct roads, paths, cablesrays, port installations,

bridges and any other type of acess to work centers, as
well 45 any project necessary for its operations,

£} Starage and marketing of hydrocacbons and their by
products.

i) Tmpott equipment, tools and alt kinds of materals
nceessary for its operations, 4s well as products or by-
products of petroleum and gas that becanse of the na-
tare of the national hydrocarbons cannot be produced
in the country.

h) Through dircct negotiations, sell and expart crude,
semiprocessed and processed hydrocarbons and all pro-
ducts or by-products of hydrocarbons without excep
tions, taking into consideration the requicrements of
the domestic market.

i) Install and operate its own systems of mantime,
inland waterway, land, or air transportation, as well as
radio, telephone and other communications systems that
it deems necessary.

Article 11th Within the national territory, the
transportation of hydrocarbons and their detivatives
thropgh ofl, gas and muli-purpose pipelines, as well as
refining for the domestic market, - corresponds exclu
sively to Yacimientos Petroliferos Fiscales Bolivianas.

CHAPTER U1

Execution of work through third parties

Articde 12th- Yacimientos Petroliferos Fiscales
Bolivianos may carry out one or several phascs of pe-
wroleumn opetations through third parties, or it may
contract for specialized perroleum services for certain
specific project, or parts of them, in both cases with
natural or juridical persons, national of foreign public
or private, when it is in the natfonal interest, in com-
pliance with the hydrocarbons policy of the Govern
ment. The execution of said phases may be carried out
through Operation Contracts and Petroleum Setvioes
Contracts.

Article 13th- When in the national interest, Ya-
cimientos Petroliferos Fiscales Bolivianos may form
joint ventures of State and privaiely owned capitals
for the execution of industeial projects and the tefia-
ing of products for exportation. Such joint ventures
will necesearily require the cxpress autorization of the
Exccuttve Power to be valid.

Article 14th- YWhatever the form and purpose of
the contract, the contractor shall in no case acquire rights
in discovered hydrocarbons reserves and Yacimientos
Petroliferos Fiscales Bolivianos may not, under penalty
of nullity, transfer or alter the ariginal rights that by
constitutional precept belong to the Nation.
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TITLE HI

THE JURIDICAL CONDITION OF CONIRACTS
FOR OPCRATION AND SERVICES IN
OIL INDUSTRY

CHAPTER I

Conditions common to contracts of Cperation and
Services

Article 15th- Any person, natural or legally constituted,
that contracts with Yacimientos Petroliferos Fiscales
Bolivianos in accordance with article 12¢h, is required
ta:

a) Establish damicile in the country or designate a legal
representative,

b) Give sufficient guarantees for the compliance of the
cantract.

¢) Provide Yacimientos Petzoliferos Fiscales Bolivianos
with all the technical and economic information gath-
ered as a result of execotion of the contract, especially
with reference to the phases of exploration and esploi-
tation,

d) Not to make any information or document available
to third parties nor divulge industrial secrets regarding
Yacimientos Petroliferos Fiscales Bolivianps and s
activities, without the express and speaific authoriza-
tion of Yacimientos Petrolfferos Fiscales Bolivianos.

¢) Renounce to anyv claims via diplomatic channels

f) Permit training of Yzcimientos Petroliferos Fiscales
Bolivianos persannel during the execution of the con-
tract.

g)] Employ Bolwisn personnel in conformity with the
provisions established by the General Labor Law.

h) Urilize goods and materials made by national in-
dustries and services offered by national enterprises n
accordance with the legal dispositions that govern Ya-
cimientos Petroliferas Fiscales Bolivianos.

i} Observe industnial security measures in the perfor-
mance of s works in compliance with internationally
accepted standards.

i} Adopt adequate measures for the preservation of
forestry and wild life and any other natural resource.
%) Provids the Ministry of Enetgy and Hydrocarbons
with all information concerning the exstence of mine-
talogical, hydrological and other sources of wealth
obiained as a result of their operations.

1} In cases not included in article 48th, grant to Ya-
cimentos Petrolffercs Fiscales Bolivianos the option of
acquiring materals, equipment and machinery that it
may decide to reexport or sell and which are of com-
mercial value.

Article 1oth. The contractor may noi subrogate
or assign its rights ard obligativn undar the contract,

eithee totally ot partially, without the espress written
consent of Yacinuentos Petrol{feros Fiscales Bolivianos,

Article 17th-  All the contractual  relationships
anising from the hydrocarbon tndustry are subject to
Bolivian laws, requiring the contractor to comply ald
legal provisions the existing in the coumry.

Articte 1Rth - FEvery contract entered into under
the provisions of this Decree Law shall necessatily
pcotporate, under penalty of nullity, cecurity clauses
which establish the causes for contractual termination
as well as rules of compensatory damages for noncom-
pliance with vontracted obligations.

Asticle 19th. Those persons employed in the
Ministry of Energy and Hydtocarbons, Yacimien-
tos Petrofiferos Fiscales Bolivianos or in its subsidiaries
or asseciaced companies, their spouses, brothers and
sistess, parents and children or relatives within the fisst
degree of consanguinity may not be partners or directors
of Patroleum Services Companics or of firms that enter
into Operation Contracts with Yacimientos Petroliferos
Fiscales Balivianos.

CHAPTER I
Operation Contracts

Article 20th.- An Operation Contract is one by
which, according to the terms af the agrecments, the
contractor shall execute by his own means, and on his
exclustve account and risk, but in the name and re-
presentat:on of Yacimientos Petroliferos Fiscales Bo-
fiviancs, those operations in the phases of exploration

and explaitation within the area that is the subject of
such contiact, under th system of retnbution to which

this law refers in case of entering into the exploitation
phass,

Atticle 21st.- Yacimientos Petroliferos Fiscales
Bolivianos shall not be liable to any investment
and shall net assume any risk or responsibility for
the investmants or results of the contract; the contractor
shall be exclusively responsible for all capital contri-
butions, tnstallations, equipment, materials, personnel,
tezhnology and other elements required for the faithful
and strict fulfilment of the conptract.

Arucle 22nd- VYacimientos Petrolfferos Fiscales
Bolivianos shall enter into Operation Contracts with
interested firms that it judges to be financially solvent,
technically sufficient and of proven experience, in ac-
cordance with the.terms and conditions that result from
negotiations which it is authorized to carry out for such
purpose.  Such companies shall be required 1o ‘obtain
recognition of legal status in Bolivie. The aforemen-
tioned contracts shall require for their validity approval
by Supteme Decres,
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Article 23rd- These contracts may be subrogated
only with the express authorization of the Supreme
Governments, and must also meet the requirements
established 1 article 16th,

Article 24th.. The subject area of the contract
within which the contractor shal! have exclusive explo-
ration rights in the name and representations of Yaci-
mientos Petrolfferos Fiscales Balivianos, shall consist
of a continuous surface area, to be determined by Yaci-
micentos Petrollferss Fiscales Bolivianes 1n each case,
and divided into Jotssthat shall not exceed 20.000
hectares each,

Article 25th - At the end of the exploratory period
ot within a shorter time, at the option of the contractor,
he may selcct an area for explomation which under no
circumstances may exceed 50 percent of the explorauon
area, the remainder of the land to be ar the disposttion
of Yacimientos Petroliferos Fiscales Bolivianos,

Article 26th- In no event may the szme company,
directly or indirecily, hold more than four areas dur
ing the explaitation phase,

. Article 27th. The maximum period of time for
any Operation Contract shall be 30 years and may not
be extended.  The term will be computed from the date
of signing of the pertnent public deed {escritura pi-
blica).

Article 28th.- Dunng the first four years in which
the Contract is in force, the contractor shall undertake
to carry out an uninterrupted progtam of exploration
which shall include a minimum amount of specific work
and investment within the subject area of the contract
and which will be agreed upon 1n the contract, taking
into account the natural conditions of the place, its
location and the extension of the area

Article 29th.. Exploratory work must be initiated
within six months after the contract goes into effect.

Atticle 30th- If the exploratory period should
expire before the contractor has fulfilled all or pact
of the obligations described in arucle 23th, he shall
pay Yacmientos Petroliferos Fiscales Behivianos for the
amount of the work programmed but not execured, in
accordance with the provisions of the conteact, less any
expenses actually incurred in the country in connection
with said obligations that Yacimientos Petroliferos Fis-
cales Bolivianos may consider useful for 1ts purposes,

Article 31st- If, before having folfilled wholly
or partially the obligations contained mn arucle 28th,
the contractor should decide not to continue with the
contract, he shall pay Yacimientos Petroliferos Fiscales
Bolivianos the value of the work that was program-
med and not carried out.

Article 32nd.. Yactmientos Petraliferos Fiscales
Bolivianos shall determine the special guaramiees re-

quired for the fulfillinent of these obligations, suitable
to the myestments plans offered by the contractor, and

Yacimientos Petroliferos Fiscales Bolivianos 15 empow-

ered to offset any amount that the contractor may owe
as a result of his noncomphance against those guaran-

tees.

Article 33td.- Xf the contractor has fulfilled 2l
the requirements that are mentioned in article 28th
within the period of time established therein and has
still not found hydrocarbons in volumes that he deems
commercial, and if he wishes to continue his exploratory
work, he may enter imo an agreement with Yacimien-
tos Petroliferos Fiscales Bolivianos to continue such
exploration for an additiona! maximum period of three
years, within which he shall undertake to carry out an
addutional exploratory program to be incorporated into
the contract,

Article 34th- The contractor who has complied
with ail his contractua] obligations for exploration may,
within the terms set forth, terminate the contract at

any time prior to the date set for beginning exploita-
tion, without penaliies of further responsibilities.

Article 35th- TE the contractor should decide 10
commence the phase of cxploitation of discovered hydrao-

carbons, he shall proceed, wuthin the penod of time
specified o the contract, to select the Iots necessary

to make up the exploitation area. The lots thus selected
within each area of exploration must be connected cach
ather by their sides or corners.

Article 36th - Once the exploitation area has been
agreed upon, the contractor shall undertake to begin
and carry cut in an efficient way, within the time limit
specified n the contract, which shall not be longer
than six months [rom the date of termination of the
exploratory pertod, a program of work based upon con-
cepts of rational operatien end conservation of deposils,
in order 1o arhieve optimum recovery.

Article 37th- The exccution of all programmed
operstzons by the consractar shall be supervised by a
Control Board made up of representatives of Yacimien-
tos Petroliferns Fiscales Bolivianos and the contractor.

Article 38th- The Control Board shall begin o
operare 25 soon as the contract has been signed and 1n
accordance with its stipulations,

Article 39th. The basic powers of the Control
Board shall be as follows:

a2) To apptove all budget and work schedules supple-
mentirg those contzined in the operational plan desen-
bed 1n arucle 36th, and uts subsequent modifications.
b) To agree upon the methods and procedures which the
contractor must employ for the effective execution of
h s operarzon.

¢} To formulate recommendations that it considers ap-
propriate related to the economuc and financial mana-
gement of operations.
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d) Tu obtain from the wontractor ali the reports and
documents deemed necessary for the fullillment of its
commitmonts,

¢) Vo grrange for auddits in order to ascertain the state
of the cuntiactot’s operations.

Atticle 40th - Once the production is underway, the
coutzauior s oblipated to deliver all of the hydrocarbons
produced to Yacimeenkos Perroliferos Fisca'es Bolivia-
nos, With the stgh cacuption of the velumes effectively
utit .o for the product-on of sich hydrocarbons. Said
delivery shall be made m the place and under the storage
conditions stipulated in the contract,

Article 41st. From the total smount of production
reeewved, Yaenmientos Petroliferos Fiscales Bolivianos
shall withhold, at wellhead price, the volumes neces-
sary for payment of the national and departmental taxes,
according to the provisions of articles 57th and 58th.

sele 42nd- In oddition to the provisions of
the preceding acticle, Yacumientos Petroliferos Fiscales
Bolivianos shall retain for itself without making any
payment, the volumes agreed upon contractually and
.hall deliver to the contractor these corresponding to
the payment supulated in the contract, as the sole
payment for the operations performed by the contrac-
tor.

Article 43rd - The contractor may freely export the
volumes of hydrocarbons which correspond to him ‘n
accordance with the contract, with the sole exception,
when so requized by the Ministry of Energy and Hydro-
carbons, of supplying the domestic market in the
amounts and ar the prices and the place of delivery
established by it in accordance with article 67th.

\riicle 44th- The contractor is empowered 10
construct and operate for his own account and at his
pwn risk, within the subject area of the contract, all
sypes of installations that he deems necessary for the
exploration and exploitation of hydrocarbons.

Article 45th- Yacimientos Petibliferos Fiscales
Bolivianos shall exclusively own and operate all oil, gas

and multi-puspose pipelines needed for transporting the
hydtocarbons produced, according to the provisions of
article 11th.

The Operation Contracts may include, whenevar
necessary, pravisions for the Contractor to finance and
construct pas and oil pipelines for Yacimientos Petro-
liferos Fiscales Bolivianos. The Contractor shall have

priority for transport of the volumes corresponding to
his retribution.

Article 46th- The contractors shall pay for use of
the transport lines of Yacimuentos Petroliferos Fiscales
Bohvianos a: the rates established by the Ministry of
Energy and Hydrucarbons.

Article 47th- By virwe of this Decree Law, the
State shall guaraniee to the firms that enter into Oper-

ation Comraas with Yacrmientes TPewoliferos Fiseales
Bolwianes, the free disposiuen of forcign  currencies
resulting from its export incomes as well a5 the free
convertibility of exchange of incomes resulting  from
<ales to Yaomicntos Petroliferos Fiscales Dolivianos.
The foreign currencies that the contractor brings into
the country far his expenses in national cursency must
be converted mto Bolivian Pesos through the Central
Bark of Bolwvia.

Article 45ih- Once the Operation Contract has
been termaaicd by expiration of the agreed upon time
petiod or because of the contracior’s default, all build-
mgs, fixed :nstallations, machinery, equipment and all
other goods owned by the contractor as part of the
operation shall be transferred to, and become the
property of Yacimientos Petroliferos Fiscales Bolivia-
nos at no cost whatsoever.

Artirle 4%th. During the contract period, the
contractor may not transfer, encumber, or refmove the
propertics described in the preceding article, save with
the express consent of Yacimientos Petrolfferos Fiscales
Boliviznos and the authorization of the Ministry of
Enetgy and Hydrocarbons,

Article 50th- The utilization of surface asphalt
deposits and bituminous schists discovered in oper.
ations is not included 1n the Operation Contracts.

Article 51st- Whenever Yacimientos Petroliferos
Tiscales Bolivianos deems it necessaiy, it may cater

inte contracts with the approval of the Supreme Govern-
ment and ac the sole risk of the contractor, for the

caploration phase only. The terms and conditions of
such contracts shall be governed by the provisions
agreed upon in the respective contract.

CHAPTER 111
Petrolenm Services Contracts

Anide 52nd- A Petroleum Services Contract is
one by which Yacimientos Petrolfferos Fiscales Boh-
vienos ot the contractor under an Operation Contract
may contract with a third party for a specific service
or for a spacific job of a specialized technical nature,
primarily for the purpose of cooperating with the pe-
troleum industry, with an agreed upon remunezation
commensurate with the value of the service rendersd
or the work cxecuted.

Article 53rd- A Petroleum Services Contract may
be made for the purpose of assisting during any of the
phases of exploration, exploitation, refining, industria
lization, transport and marketing of hydrocatbons and
may cover only specific tasks of these opesations.

Anicle 54th- The petroleum services contractot,
in order to be able to operate withip the country and
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also in order to fulti the requirements established in
article 15th, must:

a) Prove his qualifications to tender specialized petro-
leum services;

b) Register with the Ministry of Energy and Hydro-
carbons, for which purpose he shall present the docu-
ments which prove his Iegal constitutien in the country
if he is so established, or s lepal rcptescntauon,
through a national petroleum services firm .
c) If a forcign company, present a puarantee set by
the Direccidin General de Hidrocarhuros,

d) Facilitate the cantedl of its activities by the Ministry
of Energy and Hydrocarbons.

Article 55th. Neither Yanmentos Petroliferos
Fiscales Bolivianos nor its operation contractors may
use foreign perrolenm scrvices companies if, in accor-
dance with the registrics of the Direccidn General de
Hidrocarburos, existing national firms are qualified o
carry out such jobs competitively a5 to quality and
price.

Article 56th:  All Petrolenm Services Contracts
must be repistered with the Direccién General de Hi-
drocarburos,

TITLE IV
TAXATION

Article 57th- Operations under the direct exe-
cution of Yacimientos Petroliferos Fiscales Bolivianos
shall be subject 10 the following taxes in licu of the
taxes on profits and total income.

a) A departmental tax, termed as 2 royalty, equal to 11
%5 of the gross production at wellhead, payable for the
benefit of the Department in which the preduction
ariginates; and

b} A national tax equal 1o 19% of the gross production
at welthead

In determining the gross production of hydrocar-
bons, the volumes effectively utilized in the operauions
of exploitation and the flanng and veming of gis,
duly suthorized by the Ministry of Enetgy and Hydro-
carbons, shall be excluded.

Artide S8th- Yacimientos Petrolfferos Fiscales
Bolivianos with respect to its parnaparion in the gross
production of hydrocarbons, and all natwral or legally
constituted persons, with respect to their retribution
established under the terms of an Operation Contract
confonming to articles 7ih and 12th of this Decree
Law, shall be subjer to the payment of the taxes
established in the preceding article, in Heu of all taxes
on profits and tota! income.

Article 59 th The State and the producing Depart-
ment shalt receive the national and departmencal tax
or royalty, respectvely in cash, taxes that shall be
calculated upon the basis of the prce at welthead:
established by the Ministry of Energy and Hydro-
carbens, in accordance with n the provistons of article
67th,

Article 60th- The tanes described in acticle 58th
are applicable to alt the operations of Yacimieatos Pe-
troifferos Fiscales Bolivianos, except those refated ta
industrializatton for 1ts own account or through jeint
ventutes, which shall be governed by the provisions of
the Law of Investments {Lecy de Inversiones).

Article 61- Petroleum services contractors shall
be subject to payment of the tax on profits, according
to law, with the exception of payments made ontside
of the country and the system of depreciation, to which
shail be applied respectively the provisions of Supreme

Decree No 06425 of April 19th, 1963 and the follow-
ing scale of deprecuation:.

Buildings: 1095
Machinery and Equipment. 209
Fueniture and Office Equipment: 209
Vehicles: 20%

Atticles 62nd,- The importation of all materials,
equipment and work vehicles for the ordwary opet-
ations of Yacimeentos Petrolifercs Fiscales Bolivianos
and of the contractors, whether these be operation or
petroleum services contractors, as well as the importz-
ron of raw materials or intermediate goods destined
for fimshed products to be marketed by Yacimientos
Petroliferos Fiscales Bolivianos, are exempt from all
import duties and sales taxes with exception of pay-
ment of the 2 percent chargs for services rendered,
which charge, 1n all cases, shall be for only one com-
mercial month. The Customns Service shall clear the
respective shipments with no further requirement other
than the presentation of the proper authonizacion issued
by the Diseccién General de Hridrocarburos. The cxemp
tion to which this article refers shall be limited e the
fist contmped in a special legal provison.

Article 63rd- Sales for expare of crude oil, natu-
ral gas and their derivatives and.by-products are exmept
from all taes.

Article 64th- The obligations of the Central
Government, the State Owned Enterpuses or the de-

centralized State Institutions to Yacimientos Petrolife-
tos Fiscales Bolivianos for the provision of fuel and

other products, resources or services, shall be compen-
sated by monsics Gwed by Yacimientos Petroliferos Fis-
cales Bolwianos to the General Treasury of the Nation
for taxes or other charges.

Article 65th- Yacimientos Petroli'feros Fiscales
Bolivianos and the operation contractor firms shall be
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question, subject to indemnification. When unim-
proved government land is involved, there shall be no
indemnification.

Article 69 th.. The expropriation of public or
private property and the establishment of easements
theteon are hereby declared to be for the public uulity,
and, when the nature of the petroleum industry’s
work makes it necessary, Yacimientos Petroliferos Fis-
cales Bolivianos may take immediate possession of the
propertics affected or to be expropriated and must fol-
low the procedure esgablished in the following articles
only with regard to indernification, when appropriate.

Article 70th- The rules of exproprianon of pro-
perty and constitution of casements, established in the
preceding acucle, do not apply o urban and rural hous-
ing and thetr immediate dependencies, cemeteries, roads,
railways, airpotts and al! other public or private con-
struction oc buildings of a stable and permanent nature.

Article 71st- When necessary for its petroleum
activities, Yacimientos Petrotiferos Fiscales Bolivianos,
acting for itself or through third parties who act 1n
its name and represeutation, shall have the right to

2} Exroptiate Jands of private parties and freely oc-
cupy state owned land; if on any such land there
should exist improvements made by private parties,
appropriate indemnification will be forthcoming. In
dealing with urban lands of private parties, indemni-
fication for expropriation shall elways be made even
though no improvements exist.

b) Utilize all materials and elements found in the
area where the work is being done, indemmifying those
private pasties who suffer verified economic loss

¢} Occupy s maximum width of 25 meters along oil,
gas and multi-purpese pipelines and be empowered to
distribute this right-ofway on both sides of the lines
of to locate it on one side, as needed.

Arsicle 72nd.. Indsmnificauens which may resuit
from the expropriation of property ot the constitution
of easements shall be fixed by agreement of the parties,
if possible Faling such agreement, the respecuve
procedures shall be followed befote the Sub Prefece
turas in the provinces and belore the Prefecturas in
the capitals of the Departments, following the same
procedures in cither case.

Article 73td - In determining the amount of total
or partial indemnification for the expropriation nof

property or the constitution of an easement, the be
nefits reccived by the owner affected as a result of

the petroleum werk and ihe increased value of the
property resulting therefrom shall be considered.

Article 74th- In cases in which the parties can-
not agree upon the indemnification payment, either of
them may resort to the authorities indicated in article
72nd requesting that a date and time be fixed for a

hearing at which the other pacty shall attend upon

notice. -
Article 75the In the heating referred to in the
preceding article, the partics shall present their argu-

_ments, and the Prefecto or Sub Prefecto, whichever 1s

the case, shall be empowered to order an on site s
pection and to require the parties 10 name expert ap-
praisers and to take any measure which he deems ne-
cessary for the resolution of the mstier,

Atticle 76th. Once the facts considered neces-
sary have been compiled, the Prefecto or Sub Prefecto
shalt declare the expropriation of the property or the
constituticn of an easement, if such is necessary, and
then, if it should not be possible for the parties’
experts to artive at an agreement, he shall name a tie-
breaking expett to determine the ptovisional amount of
indemnifrcation.

Article 77th- The parties may appeal to0 the Di-
reccién General de Hidrocatburos within a period of
three days after being notified of the decision of the
Prefecto or Sub Prefecto.

* Atticle 78th. ‘The Director General de Hidro-
carburos, after processing the appeal forwerding argu-
ments to the appellce, which the aother party must
answer within the term of 15 days after notification,
shall rendar a finat decision in the matter.

Article 79th.. Tf none of the parties appeal, the
case shall be reviewed by the Dirccodn General de
Hidrocarburos, which shall issue within 2 period of
15 days a definitive resolution, confirming, modifying
or revoking the judgement below.

Article 80th The periods indicated in articles
77th and 78th are final and cannot be estended.

Article 81st- Yacimientos Petroliferos Fiscales
Bolwianos shall pay the indemnty fixed within a
period of 90 days after decision by the Direccidn Ge-
neral de Hidrocarburos, and must charge that amount
to the contractor, if appropriate.

CHAPTER II
Final provisions

Article B2nd. The provisions of this Law shall
be applicable to any company in which Yazcimientos
Petroliferas Fiscales Bolivianos holds a majority inter-
est.

Article 83td- All dispositions contraty t© the pre-
sent Decree Law are hereby declared dezogated.

The Ministers of State in charge of the Ministry
of Energy and Hydrocatbons and Ministry of Finance
are responsible for the executian and fulfiliment of the
present Devree Law.

Signed in the house of Government in the city of La
Paz on the twenty eighth day of March, nineteen sev-
enty two,



exempt from all prescnt and future diceet national, de-
partmental, municipal and umversity taes, with, the
exception of those smdiated in arucles 57eh and 58th
f"u‘.] of the ttes or conttibutions 10 Social Security

This excemption does not extend to the ubligaon which
_thc firms have of consttuuing themselves ay withhold-
g agentes of agents responsible for taves on personal
services and income taxes of their emoloyees or de-
pendents,

TITLE V

ON THE CONTROL AND REGULATION OF
THE HYDROCARBON SECTOR

Article 66th.. The Ministry of Energy and Hyro-
carbons shali control and regulate the activities of the
hydrocarhbon sector through the Direccién Genela! de
Hidrocarburos

) Article 67.th.- For the purposes of the preceding
article, the Ministry of Energyy and Hydrocarbons ‘s
empowered tor

a) Watch over the execution and fulfdlment of the
hydrocarbons policy established by the Supreme Go-
vernment.

b) See that thz exploitation operations are carried out
under established norms and standards for the rational
preservation of the hydrocarbon reserves of the country.
Seeing that the relationship between reserves and
production established by the Gaovernment policy on
power and fuel ismantained.

¢} Watch thas pctrulcﬁm operations are cartied out m
accordance with high technical and efficiency standards
1o obtain opuimum recovery end processing of hydro-
carbons

d) Control the volumes and production regimes as well
as the types and quabiies of the hydrocarbons to be
produczd, both for purposes of domestic consumption
and for export.

) Approve the specific plans of execution of the hy-
drocarbons policy of the country that Yacimientos
Petroliferos Fiscales Bolivianos shall submit for its
consideration, watching that the anticipated objetives
are attained

f) Venfy the fulfillment of the Operation Contracts
1 oll matters related with the basie principles and
general standards of the national encrgy policy.

g) Maintain the registry of the operation contractors
of Yacimientos Petroliferos Fiscales Bolivianos and of
the pruoleum service firms in the country as well as
the corresponding contracts,

h) Penalize the fmbure of contractors to fulfill legal
provisions and standards in hydrocarbon matters.

i) Regulate the prices of hydrocarbons and their de-
rivatives destined for dosmestic consumptien, including

those cerresponding 1o the volumes transferred to Ya-
cimientos Petroliferos Fiscales Bohivianos which come
from 1he retnibution to the operauon contractors and
which are carmarked for domestic consumption  These
prices will be approved by Supreme Resolution

1} Determine hydrocarbon prices at wellhead as well
as the refcrence prices which may be necessary, tak-
ing into consideration real prices, transport and condi-
tion ing costs, market conditions quality specifications,
and ather factors which should intervene in the com-
position of these prices. Such prices will be approved
by Supreme Resolution.

k) Establish transport rates applicable to the operation
conttacters for the use of o, gas and multi-purpose
pipelines,

1) Authorize the contractors® imports, reexports aznd
transfers of equipment, materials and work vehicles for
the petroleum industry.

m) Review and approve transactions arising from the
explatation of hydrocarbons for purposes of payment
of the national and departmental taxes and other
charges

n} Carry out economic and techmicsl studies with re-
ference to matters under its control, obtaining for this
purpose all pentinent information and maintaining
staustics of development and growth of the hydrocar-
bon sector.

o) Pass final judgement in eppeals and review in case
ot disputes which may anse between private parties

and Yacimicntos Petroliferos Fiscales Bolivianos over
indemmification for expropriations and the constitution
of easements.

p) Establish standards in all matters of determination
of boundaries of areas, common structures, access roads,
landing fields and other common facilities and decide
without appeal disputes which may arise in these
matters

q) Establish all techmcal standards necessary for the
proper execution of the Operation Contracts and the
Petroleumn Setvice Contracts, watching over their ful-
fulment.

TITLE VI
MISCELLANEQUS PROVISIONS
CHAPTER 1

Distinction between surface and subsurface and
regulations en expropristions and easements

Article 68th.. The petroleum concessions essen-
tially referred to subsurface work, shall not af-
feer the nghts of the surface property owners. Ne-
vertheless, in situations in which the use of the surface
fand 15 pecessaryy duc to the needs of the petroleum
industry, the industry will take precedence over any
preexisting rights of third parties in the surface in
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GENERAL INFORMATION ON BOLIVIA

Geopralhice]l Pocztion:

Relivin hapdore o the Merth awi the Fast with Brazil,
At the South wih Argentina, ot the West with Pero,
a2t the Swwiheast with Parzausy and v the Southwest

.

with Chile
Territnry:

The country 1+ an extension of 421155 — sq miles,
of whieh 250 are in the Andeen Mouvntainous ated
with peaks tanrag from 13600 foes 10 20000 fect
gbrve sea lavel, 1395 are valleys with an average of
6 C00 feor aluiude with muld climate The remaining
599 arc vones ot tropical chimate with slutades rang-
ing berween 900 ro 1.200 feet above sea level

Meareclogiea! Cenditions:

The country has & civersity of chmate from the hot
tropical areas with temperatures over 100¢ Fh to the
cold high pleteaus and monnizing with temperaivies
below 0.

The pversge rainfall in the 3 geographical zones varies
i its duratzon and 1etersity under the influence of the
winds from the south and the Atlantic Ocean.

In the mounta ns the ranfall is not as heavy as m the
valleys and the tropical ereas, but io the “Yungas” ram
15 perniancit and reaches an average of 150 inches per
eniam, which perraits the wastence of rainforests.

Politieal end Adminisirative Siheation:

Bolivia is a Republic with 3 powers: the Executive,
1 cstative, and Judicial  Ttis Sivided in Administrative
units cafied Departmens. These are sub-divided in
smaller umts known as Provinees and these again in
Couniies,

Capital City:

Constituionally the capital city is Sucre, o named after
Field Morshall Antonio José de Sucre, ene of the
Likerators and founders of the Republic. Howsver,
the site of Government is La Paz, which is also the
most important polical, admintstrative and cconomic
center of the country.

Language and Religion:

The official Yangeage is Spanish, but three other lan-
guages are spoken: Quechua in the valleye, Aymara in

the high platean and Guarani in the Eustern plains,
The rddygion is Heman Cathwlic, but theie are other
faithe and ample religous {recdom.

Fopularion:

The estimated popuiation for 1971 was 5.068.000 in-
fabitans and the density is of about 11.93 per sq. mile.
The giowth sate is estimatedd st 2496,

Export-Import Trade:

The tnde of unitary value for export in 1970 was 1136
based on infermation for 1967,

The quantum of eaports for 1972 onwards s of 119.4
and the purchase power of exports is of 1255, 1aking
a5 reference data from 1967.

‘Fransports:

The raikway system servicing the main citles and min-
g dissrices of Bolivia has a total length of 2.190 miles
and the roads have a totsl extension of 15.933 miles,
of which 550 are asphalted.

The number of motor vehicles for 1970 was 55.000.
There are also 9322 miles of navigable rivers and the
Titicaca Lake which serves to the cosnmercial inter-
change with Peru and the Pacific Coast.

Communications:

There are 42 000 telephone lines in Balivia, 72 broad-
casting stations and the National T.V. Systera in La
Paz.

Cursency:

The official curreney is the “Peso Rolwiano™ {$b.) and
the rate of exchange is of $b. 12,112 per one (1)
american dollat,

Power:

The installed capacity of electric power in the country
1s of 267.930 KW and the gencrated power reaches 792
millions of K.W.H.

Social Situntion:

In 1970 there were 9.356 edusational establishments in
the country, employing 33.322 teachers and counting
with 576.297 students, not including academic und
university levels.
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