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Liability Statement

This document contains true and sufficient information on the
operations of Grafa y Montero S.A.A. during the year 2006.

Notwithstanding the liability of the issuer, the undersigned assume

o ; ; ; ; Corporate Gonzalo Corporate
responsibility for its content in accordance with the applicable legal

__ Alvarado General Rosado General
provisions.

Pflucker Manager Accountant
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jiiiil Turning experiences
il | into knowledge

el Knowledge management has become
the core theme for the Group’s future
development, in order to ensure its
growth and continued existence.

With the growth that we are experiencing
and the greater sophistication of the
projects we are undertaking, knowledge

management has become of paramount
importance. The knowledge of each
professional in the group, as well as that
of the organization as a whole, must be
well managed so as to turn our
experiences into knowledge.




Key Figures 2006

Constant Values in Thousands of New Soles as of December 2006

Equivalent USD

Thousands

[ ] [ | [ ] [ |
Grana y Montero is a group of 6 companies that provide Engineering and Infrastructure Services, with over 1300

professionals and operations in 4 Latin American countries.

Its mission is to satisfy its clients’ needs for Engineering and Infrastructure Services beyond contractual obligations, working in

an atmosphere in which personnel are motivated and are able to develop, respecting the environment in harmony with the

] IIIIIIIIIIIIIIIIIIIIIIIEIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIII )

communities in which it operates, while ensuring a return for its shareholders.

Its vision is to be the Engineering and Infrastructure Services Group with the highest compliance rates in Latin America.




Activity by Sector 2006

Mining

OIBDA
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Letter to the
Shareholders

Dear Shareholders
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José Grana
Miré Quesada

, we have always

understood that knowledge management

iIs one the guiding principles of the
Group’s strategic development”

- José Grana Miro Quesada

“At Grana y Montero
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Mario Alvarado
Pflucker

and then the internal
educator would become a reference

source for inquiries”
— Mario Alvarado Pflucker
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José Grana
Miré Quesada

President

Mario Alvarado
Pflucker

General Manager
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the Information
Technology
Services company,
that has a
Technological
Operations Center
for outsourcing
systems services.

company that has a
Engineering called
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Consulting
subsidiary
specializing in
Environmental

GMI
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GMP

the Petroleum Services company that provides

well drilling services for third parties, operates
two petroleum fields in northern Peru and has
formed Consorcio Terminales, a consortium with
Oiltanking of Germany for the operation of fuel
terminals in Peru and Bolivia. During 2006, a
Natural Gas Fractioning Plant was acquired in

Talara.

GyM

the original
construction
company, which has
four divisions:
Electromechanics,
Civil Works,
Buildings and Real

Estate.

CONCAR

the company
specializing in the
operation and
maintenance of
highways in

concession.

LARCOMAR

the company that
operates Larcomar
Entertainment
Center in the Lima
district of Miraflores
and that recently
opened its Fashion

Center.




Concessions

CONIRSA NORTE
A company that began the

Conirsa Norte

Paita-Yurimaguas
construction of the 980 Km

| Highway

Paita-Yurimaguas Highway
in 2006.

CONIRSA SUR
A company that began the

Consorcio Terminales
Terminal Maritimo
construction of the 2nd and
de Camisea, Pisco
3rd sections of the
Interoceanic Highway to

Brazil in 2006.

CONSORCIO TERMINALES
in association with Oiltanking
of Germany, which operates
fuel storage terminals in Peru
and the Camisea Loading
Dock in Pisco, and is
completing new Sodium
Sulfhydrate Storage and
Dispatch facilities at the

Matarani Port.




CONCAR
concessionaire of the
Arequipa-Matarani highway Operacion de la

ié Carretera Huacho-
and the Ovalo Gutiérrez hos A LA UNIDAD DE PEAJE LA VARIANTE
parking garage in Miraflores, Pativilca = penmisame e

Norvial

and operator of the northern
Lima highway and the
northern IIRSA highway from
Paita to Yurimaguas

CLHB TGP NORVIAL
Hydrocarbon Logistics (Transportadora de Gas Concessionaire of Road

Company of Bolivia (Hydrocar- del Perti), the company that Network No. 5, the
Northern Lima highway

T e e P e e e P e P P P P P T
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bon Logistics Company of won the contract bid for the
Bolivia), is also operated by construction of a transpor- U TS
Consorcio Terminales. This tation and distribution
company is included in the system for Camisea gas.
Bolivian Decree of Nationaliza-

tion of Hydrocarbons, which

has not yet been implemented.

CANCHAQUE

Larcomar . .
The future concessionaire

Entertainment for the Buenos Aires
Center Canchaque Highway,
contract bid awarded in

November of 2006.

LARCOMAR
Concessionaire of the
Larcomar Entertainment

Center in Miraflores.




International
Development

BOLIVIA

GyM is finishing work on
the Construction and
Assembly of equipment for
the San Cristébal
Polymetallic Mining Project

in the Potosi area.

Through CLHB, in
association with Oiltanking,
we operate the fuel
Transport and Storage

system in Bolivia.
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GMl is in charge of the
Detailed Engineering for the
San José Mining Project in
the province of Patagonia,

g
£
=
Z
w
(Y]
19
<

Argentina.

L

REPUBLICA DOMINICANA
GMI supervises the Ciudad
Colonial (Colonial City)
Shopping Center, property
of Sol Melia Group, and
manages the 1800-room
Palace Resorts Hotel
Project in Punta Cana.
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“The projects we carry
out today are increasingly
sophisticated and
complex, and they
provide us with a new
set of experiences and
knowledge”

—-Jaime Dasso Botto,
General Manager




Information
Technology
Services

In the year 2006 GMD increased its market share in
Outsourcing and Technological Services, and consolidated
its leading position in the Software Factory business. These
results have enabled us to improve our financial position and
lay the foundations for solid future growth.

The total activity of the company for the year was US$ 3317
million, which represents growth of 13.75% with respect to
the year 2005 and the EBITDA margin was 14%. During the
year investments of US$ 1.9 million were made for the
purpose of maintaining the growth of the Outsourcing
business and following the strategy of executing projects
with stable flows.

The activity generated by the Outsourcing and Software
Factory business amounted to US$ 21.83 million, which
accounts for a 15% growth compared to the year 2005 and
67% of the total activity of the company. This growth only
validates our vision and further consolidates our leadership

in this market segment. In the business of technology sales,

GMD had 30% growth, maintaining the profitability of the
previous year in accordance with the planned commercial

selectivity strategy.

During the year 2006 GMD was able to renew and expand
100% of the Outsourcing and Technology Service
contracts, in addition to being recognized once again by
our partners - Cisco Systems, Hewlett Packard and
Microsoft - as their major partner in the country.

In 2005 a Human Management strategy aimed at improving
the workplace climate, identifying competencies by role,
assessing performance and recognizing adherence to our
values, permitted a 14% improvement in the workplace
climate, definition of the profile of a GMD employee and
simplification of the organizational structure. The GMD
intranet, including human, commercial, project and
administrative management, was implemented during the
year, allowing us to improve communication between the
company and our collaborators. During 2006 GMD
reaffirmed its commitment to Quality Management,
renewing the ISO 9001 certification in all its processes and
raising the software factory level to CMMI-3, thereby
guaranteeing reliability and quality in the development and

maintenance of software.

Backus

Sector Industria y

Comercio
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Walter Silva
Santisteban




“At GMI, our services
demand experience
and knowledge, which
led us to identify, retain,
organize, apply and
disseminate the
lessons learned”

— Walter Silva Santisteban,
General Manager




Consulting
Engineering

For GMI it has been an important year in terms of the
advancement of our consolidation strategy in the Mining
Sector. We continued providing our Engineering services
through framework contracts with Cia. Minera Antamina
and Minera Cerro Verde, and entered into a new framework
contract with Rio Tinto Minera Peru Limitada S.A.C.;
simultaneously, new projects were initiated with already
established clients such as Cia. Minera Volcan, Minera
Yanacocha S.R.L., Doe Run Peru and Minsur, as well as
with new clients such as Marcobre S.A.C. and Bear Creek
Mining Corporation. Additionally, as part of our strategy of
diversification into the Hydrocarbons sector, this year we

signed framework contracts with Repsol and Pluspetrol.

Our sales totaled US$ 9.6 million, which represents growth
of 48% compared to the previous year, with an operating
profit of US$ 1.4 million. The year ended with a backlog of
US$ 6.4 million and predictable flows of US$ 4.2 million.

Regarding our international activity, we successfully
culminated the detailed engineering for Minera Santa Cruz’s
Gold Concentration Plant in Argentina, having dedicated
614,130 man hours, and the supervision of the Palma Real
Shopping Center in Punta Cana, Dominican Republic.
Likewise, we started out the supervision of Club Melia
Paradisus Punta Cana for Sol Melia. For the Mexican chain,
Palace Resorts, we continued supervising its first 1875-room

hotel in the Dominican Republic for the second year.

Part of the GMI’s strategy is the implementation of new
technologies and procedures in order to remain at the
forefront of the industry, as well as on-going training of its
personnel, to which 5,760 hours have been dedicated over
the past year.

In 2006 efforts were focused internally on the development
and implementation of Improvement Plans, which led to
greater efficiency in the Document Control Department
through the implementation of SISDOC, its own Document
Control System; additionally, the Knowledge Management
Portal was implemented and ISO 9001-2000 Certification
in “Engineering Consulting Services” was obtained in
relation with our Quality Management System.

Sector Mineria
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Francisco

Dulanto Swayne




“l recognize that in over
30 years I've been with
the Grana y Montero
Group, the experiences
and knowledge that
my superiors have
conveyed to me are the

most valuable resource
| could have received
from them”

— Francisco Dulanto Swayne,
General Manager




Petroleum
Services

For GMB the year 2006 was once again a year with very
good results, reflected in EBITDA of 20.8 million dollars,
which is 16% more than that of the previous year; simulta-
neously, it was a year in which important strategic
investments set about.

The results obtained for the year, the economic environ-
ment and the political situation have permitted us to begin
developing several investment projects.

In February of 2006, a contract was signed with Minera
Cerro Verde for the construction and operation of a
sodium sulfhydrate terminal at the Matarani port. This is a
ten-year contract we are executing partnered with Santa
Sofia Puertos and Oiltanking. Additionally, in the month of

November a 5-year contract was signed with SPCC for the

expansion of the aforementioned Terminal and the
reception, storage and dispatch of sodium sulfhydrate.
The start-up of operations at this new terminal is expected
for the first quarter of the year 2007, through the new
company “Logistica de Quimicos del Sur” (LQS / Southern
Chemical Logistics).

In April of 2006 a contract was signed for the acquisition of
natural gas liquids separation and fractionation plants
from the electric company in Piura, Empresa Eléctrica de
Piura, by which we agreed to build a new plant to begin
operating in April of 2008, processing 40 million cubic feet
of gas per day and requiring an investment of approxi-
mately 14 million dollars.

Petroleum and

Gas Production

Drilling
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“Within the organization
itself, we have
developed a course
called Programming
and Productivity which
has enabled us to
substantially improve

the profitability of the
company”

—Juan Manuel Lambarri Hierro,
General Manager
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SouthernPeru
Sector Mineria Sector Sector Edificaciones
l Fundicid
Infraestructura y Desarrollos
Inmobiliarios
Sector Energia
Minera Yanacocha IIRSA Sur -Tramo 2 CorporacionWong
- Civiles Gold Mi [ 0 - 5 mi
. i T - -
Pluspetrol Norte
11,610 m de tneles y 520 IIRSA Sur-Tramo3 locales.
i i -
- Orco- Mantenimiento de Carre- S Rosa- Teiidos San Jaci
teras y proyectos varios.
. P M = - ———
Pluspetrol Ampliacion de aimacenes
en Poracota IIRSANorte Centrode
. Civiles 2 —
Minera EIl Brocal - - - - Entretenimiento Larcomar
- Malvi
Enersur
- Sedapal Edificio Residencial
EP la Plant
Cerro Verde Lotes 6y 7. Conexiones Bolognesi
5 Sulf Obras Civiles de la Estacion — - Miraf
Generadora de Chilca.
Mi San Cristébal - 30 mil vivi Edificio Residencial
Obras Civiles y Montaje Norvial Terrazas de San Felipe
Distribucia G
Mecanico Carretera Huacho-Pativilca. Jesus Maria
enlima
Minera MILPO Ejecucion de los Puentes Edificio Real10
- Pativi Ofici S -
Mi Antami Uni idad de Pi
Estanques en Huarmey Nuevo local en Monterrico
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“In Highway Concession
Operations, we have
obtained valuable
knowledge In recent
years that we are
committed to structuring
and developing”

—Jaime Targarona Arata,
General Manager




Operation and
Maintenance

The year 2006 was of paramount importance to CONCAR.
In April, work was initiated on the Operation and
Maintenance of the Northern IIRSA Highway - the most
important of our projects- which is a concession for the
operation and maintenance of a 1,000 Km highway, the
longest highway in the world.

In the last quarter of 2006, Graina y Montero S.A.A. was
awarded the Concession Contract for the Buenos Aires -
Canchaque highway in the department of Piura, which
pertains to the “Costa Sierra” (Coast-Highlands) group of
projects that are to support the “Sierra Exportadora”
(Exporting Highlands) program that the government is
fostering. CONCAR will be the company in charge of the

operation and maintenance of this highway once it is built.

We also continue providing operation and maintenance
services on the Norvial S.A. highway that joins Ancon,
Huacho and Pativilca, as well as the Arequipa Matarani
Highway Concession, that was expected to be finished in

May of 2006, but had a one-year extension or until it is
handed over to a new concessionaire. The income from
this concession increased by over 15%, while those of the
Ovalo Gutierrez Concession rose 6% in comparison with

the previous year.

These results allowed CONCAR to grow more than
100% in 2005. This significant growth has been reflected
in the strengthening of our team of professionals

throughout the year.

The new Administration intends to continue with the
infrastructure concessions program; for 2007, calls for
tenders are scheduled for the following projects: IIRSA
Center, Road Network # 1, Road Network # 4 and Sections
1 and 5 of the Southern Interoceanic Highway, in addition
to 3 or 4 projects pertaining to the Coast — Highlands
Program. Considering that participation in this type of
projects fits in with one of the main strategies of the
Group, the generation of stable flows, we are confident
that CONCAR shall continue to be one of the companies
with the greatest growth opportunities in the long term, as
the company’s skills and leadership continue to be
demonstrated in the highway concession business in Peru.

The current concession and operation contracts are

described below:

Arequipa - Matarani Contract on the Opera-

Highway Concession tion and Maintenance

of the Ancon - Huacho

- Pativilca Highway

Contract on the Oper- Concession for

ation and Maintenance the Ovalo Gutierrez
of the Northern IIRSA Parking Garage

Highway between

Paita and Yurimaguas
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“Our daily task is to be
an organization with the
capacity to innovate and
lear”

— Antonio Rodriguez Canales
General Manager




Entertainment

During the year 2006, Larcomar consolidated its leadership
as the best tourism and entertainment center in Peru,
expanding its commercial area with the opening of 46 new

stores and increasing its area available for leasing by 25%.

The commercial management of Larcomar, oriented toward
offering the best experience in an atmosphere of quality and
security, has triggered a 5-million visitor rate, including 500
thousand tourists during the year 2006, which was 4% more
than in 2005 and enabled our operators to invoice a total of
US$ 29 million dollars, 10% more than in the previous year.

A very important aspect of the operations at Larcomar has
been the success attained by inserting it in a tourism circuit,
introducing Larcomar as the modern facet of the city of
Lima, a concept which has been endorsed by major travel
agencies, hotels and public institutions and is disseminated
in international fairs and important tourism forums.

These strategies have made it possible to maintain a 98%
occupation rate of the areas available for leasing during
2006, and to open the Fashion Center in December with
95% of its new stores leased, with a conservative forecast
of 40% growth in total sales for 2007.

The total activity of the company for the year amounted to
US$ 6.1 million, which generated EBITDA of US$ 2.9 million,
12% and 11% more than in the year 2005 respectively. All
commitments related to the structural debt, which was
reduced by US$ 2.9 million, were fulfilled punctually.

Over the past few years, with the collaboration of 198
workers, the organization has gained considerable
experience that has been reinforced with 25 man hours of
training and leadership programs.

The thriving results obtained over the past 4 years
combined with a committed organization enable us to
forecast future growth in the shopping and entertainment
malls industry as well as in tourism, generating an increase
in stable flows and the generation of real estate and
construction synergies with our shareholders.

Principales

- J |
— —

Anunciadores y

operadores,

Franquicias

Florsheim

Mangos

Alpaca 111

Nike
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Business Social
Responsibility




Luis Diaz
| Imiela-Gentimur

which is the key to

Knowledge Management with the project

‘Learning to Grow

“We have enhanced the Group’s
future growth.”




1. The Human Resource

Organizational Climate Survey Distribution by Age Group

Satisfaction
Working Spirit
Relati .

. — FWork
(methods, tools)

Among the many results of these studies, one that merits special mention is that 74.5% of our employees feel proud of the

achievements of the companies for which they work.
In order to foster personal welfare among the Group’s manual laborers, numbering over 8,000 during the year, the company
developed a sound, annual Preventive Training program within our integrated Risk Prevention and Environmental Management

system.




Erika Pastor
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Statistics — Training

Management

Concar

Larcomar

X
I

BB

ShE s

BeEas.

“EINNNE

AP ERA

Interns

0
0
0
0
_ 835
__ 34
8
__ 42
_ 877

_ 149

0

0
_149
_ 323
2
2
4
_327

73

0

0
13
_ 235
1
_ 150
_ 151
_ 386

0

0

0
0
_ M2
1
0
1
_ 413

0

0

0
0
53
2
0
2
__ 55
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Statistics - Headcount

Headquarters

Laborers
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2. Risk Prevention and the Environment




3. Knowledge Management

Training

Man Hours

Concar

Larcomar

Description
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generated to be made available to all the

‘“Each company has worked on its respective
information system, allowing the knowledge
employees.”
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E. : Proyecto
tacionEmpleabilid

PLUSPETRO

SENCICO

14,000 persons with a series of activities
aimed at the Community and the
Environment, as well as 6,000 more with
specific actions in the field of education.”

Bl “In 2006, we benefited approximately ;

EEEEEEEEEEEEE N NN R
W

lIIIIIIIIIIIIIIIIII!IIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIII

HEEEEEEEEEEEEEEE NN e



4. Community Relations

Initiative

Ll

Target Group

L

Location

_Small and Micro Busin




Initiative Target Group Location

Local Community

CEl “Vista Alegre” Schoc

C.E. No. 4021 School in Parque

Porcino

“!!.:EE] de Cai]DE]"S:]CG

Christmas celebration,

booths

settlement




Initiative

Target Group

Location

from GyM




Initiative Target Group

Location

Workshop Seminar on Property

Registrati e

titling process

S [ =l Elecirici

and Auto Mechanics programat

SENATI

Local Population

lquitos

M . i ik P

Community




Initiative

Target Group Location

school

AdutWomen

Export”

Local Community

T Practical Job Al
“Basic Training Workshops: M

Carpentry and Safety”

Mothers Clubs

Owners of Boarding Houses

Local Young Population llo, Moguegua

School

e

sun




=

Initiative

Target Group

Location

Surquillo, Lima

Violence and Chile Abuse

Condorcocha,Tarma

Huaraz

self-esteem




IInitiative

Target Group Location

Condorcocha,Tarma

Huaraz

Condorcocha,Tarma

Huaraz

Condorcocha,Tarma

school

General Public Condorcocha,Tarma

Huaraz




Social Initiative

Target Group

Location

residents

llo, Moquegua

Ecological Brigade

Bad . i [

Ecological Brigade
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Carlos Montero
Vice President

José Graha
President
Roberto
Abusada
Independent
External Director

Corporate
Governance




|

|

Jean Louis
Dupoirieux

External Director

Mario Alvarado

Internal Director

|

Augusto Baertl
Independent

External Director

José Chlimper

Independent

External Director

Teodoro E.
Harmsen

External Director

Hernando
Grana

Internal Director

Composition of the Board of Directors
As of December of 2006 the composition of the Board of

Directors is the following:

L




Composition of the Board of Directors

oi i Endi Agdii < The Vice Presi ”

the Board of Directors of GyM and GMR Director of GMD, GMI

and CONCAR

Committees

As of December 31, 2006, the composition of the Committees of the Board of Directors is the following:

Auditing and Processes Human Resources and
Committee Remunerations Committee

Composed of: Composed of:

L]
Investment and Risk
Committee

Composed of:

Roberto AbusadaSalah

José Grana Mir6 Quesada

Jean Louis Dupoirieux




Executive Commission

The Executive Commission, which is responsible for the coordination of the Group, is composed of 4 Executive Directors and 6

General Managers of the companies in the Group.

President

Vice President

Director

Managing Director

Principal Executives

<H:H

sun




Kinship

company.

from 1997 to 2000,




Capital

Major Shareholders

holders on March 23, 2006

List of Major Shareholders as of 12.31.2006

Shareholder

Grara Hoidi

Vinci Construction

AFP INTEGRA

AFP PRIMA

Bethel Enterprise

AFP Horizonte

Byron Development

AFP Profuturo

Genesis Smaller Companies SICAV

Total

Other

Grand Total

Ll

Shares

71,326,555

2118%

. 53779791

15.97%

35,095,268

1042%

8.55%

6.34%

6.27%

4.88%

4.53%

13,446,098

3.99%

276,609,326

. 8212%

60,229,155

17.88%

. 336,838,481

100.00%

<H:H

sun




Evolution of Shares

Monthly Quotations on Shares

Ll

ISIN Code Mnemonic

Year-Month

2006 Quotations

Opeing
CA

~ 085
122
130
_ 131
175
200
~ 190
299
~3.30
370
_ 3.88
_ 366

e EEELY
555558858885

Volume Negotiated

14,000,000

12,000,000

10,000,000

8,000,000

6,000,000

4,000,000

2,000,000

| Abr [ [May |




Securitized Bonds

Securitization Bonds

ISIN Code Mnemonic

Instrument

2006 Quotations

Opening

Closing

PEP80070F083

INTEOBTG1U

Securitization

Bonds

Short-term Instruments

Short-term Instruments

Ll

ISIN Code Mnemonic

Ll

Instrument

2006 Quotations

Opening
%

Closing
%

PEP7658V024 G&M2CP2A

Commercial

Paper




Historical

Summary

Miraf i

Lima Maternitv Hospi

City of Talara

Las Palmas Air ForceBase

Nestlé factory

Southern Pan American Highway

Mini E . 5

Banco Wiese Ltdo.(bank)

First National Bank

Sears Roebuck of Peru

Hospital del B ital for Wi

Chimbote Steel Plant

Caf6n del Pato H lectric Sta

Chavez Al

Monterrico Horse Racetrack

B 6 [a Replbi

Sheraton Hotel

Cuajone Mining Project

Chavimochic Irrigation Project

Banco Continental (pank)

Machu Picchu Hydroelectric Station

Cuzco Hospital




Terminal Maritimo

de Camisea, Pisco

Hospital del Seguro

Social del Empleado

ddddddadd

ila Tl lectric P P

Four Seasons Hotel in Mexico

Sulfuric Acid Plant for S P

Corporation

Chinecas Irrigation Project

1998

112002 Norvial S 2 ionaire for Boad 1 ;

5, was founded

2005

12005 . —— RSA T [RSAS

(northern and southern highways) were founded.

<H:H
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Administration
Regarding the economic and financial situation

Analysis




during 2007.

part of this growth

T the Endineering Busi

Annual Consolidated Activity
(S/.000)

* The activity of Larcomar S.A. has been included in preceding quarters for purposes of comparison




|

Activity by business

8.9 MM respectively.




|

OIBDA Per line of business

<H:H
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Balance Sheet




Backlog and Forecast

Consolidated Backlog

Explanatory Notes

The figures in this report include the Financial Statements for Larcomar S.A., which has been consolidated as a subsidiary of the
group as of the last quarter, the main effects of which are explained throughout this report. For comparison purposes, the year
2005 has been modified to include Larcomar figures.

The deconsolidating of CLHB applies only to the Financial Statements for the year 2006. The figures for 2005 include the Earnings,

Assets, Liabilities and Shareholders’ Equity of this company as required by accounting standards.






