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3.1.2. Responsible waste management

Waste management in the Plant and on
the pipeline is a vitally important aspect
of environmental care. PERU LNG has a
permanent plan to minimize and manage
solid waste, which adequately controls
each stage of identification, classification,
segregation, storage, transport and final
disposal at authorised installations. It
counts on the support of a solid waste
operator authorised by the Ministry of the
Environment.

We are also continually seeking ways
to use the solid waste generated. For
example, 2022 saw a 6.5% increase in the

percentage of recycled waste compared
with the previous year. In other words,
22.36% of all solid waste was recycled,
representing approximately 790.36 tons
not sent to landfill, out of a total of 3,534.33
tons of waste.

Construction waste represented around
53% of recyclables, while treated waste
water accounted for 27%. This was achieved
thanks to an evaluation carried out in 2020
of the recovery potential for construction
waste, and an agreement with ANIQUEM
to donate cardboard waste, which is being
extended to other types of usable waste.

Statistics (as at the 31st December 2022):
Tons of hazardous and non-hazardous waste at the Plant, pipeline and offices

Pipeline Hazardous waste

Pipeline Non-hazardous waste

Plant Hazardous waste

Plant Non-hazardous waste

Administrative offices in Lima*

Recyclable tons 0.00
Non Recyclable tons 1.53
Recyclable tons 0.06
Non Recyclable tons 1212
Recyclable tons 256.21
Non Recyclable tons 1082.55
Recyclable tons 534.09
Non Recyclable tons 1647.77
Total waste tons =
Total 3534.33

*) In 2022, more waste was generated due to projects executed at the Plant, maintenance of the pipeline, and
Turnaround 2022 activities, which were managed within the framework of environmental standards.

In 2022, waste from the Lima offices was not accounted for.
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3.1.3. Emissions

PERU LNG’s contribution to reducing emissions globally and locally

PERU LNG supports the global desire to reduce emissions and reduce the effects
of climate change. It has thus implemented good, innovative operating practices to
measure, report and control its emissions.

Since 2011, emissions from the Plant, the pipeline and administration offices in Ayacucho,
Chincha, Cafete and Lima have been quantified and broken down into scope 1 (direct
emissions, which the company is responsible for controlling) and scope 2 (indirect
emissions from energy acquired), principally carbon dioxide (CO2), methane (CH4) and
nitrous oxide (N20).

Calculation of our carbon footprint makes use mainly of the criteria in ISO 14064-1
standard, the methodologies of the American Petroleum Institute (API), the standards
set by the Intergovernmental Panel on Climate Change (IPCC) and the GHG protocols
of the World Resources Institute (WRD).

The GHG calculation has evolved with improvements in methodologies adopted
worldwide and internal audits, principally with regard to emission factors and re-
evaluation of sources of emissions. this has enabled us to maintain an accurate and up
to date value for GHG emissions and, after verification of our estimate we obtained the
Quality Carbon Footprint certification for our corporate inventory of GHG emissions in
2019 from Messrs. A2G Sostenibilidad y Cambio Climatico.

Total emissions (Scope 1 and 2, CH4, N20)

- Total emissions (Scope 1and 2, CH4, N20) = 954891.92 tCO2e
- Scope 1 emissions = 954,859 tCO2e

- Scope 2 emissions = 33 tCO2e

98.85%
0.56%
0.60%

Carbon dioxide (CO2)
2022 Methane (CH4)
Nitrous Oxide (N20O)

Combustion by stationary and mobile sources 88.7%
2022 Flaring* 8.6%
Venting and leaks 2.7%

*Due to the scheduled Plant shutdown TA22.
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Synthetic methane

As part of our energy transition strategy, we have reached an agreement with
the Japanese companies Osaka Gas Co. (Osaka Gas) and Marubeni Corporation
(Marubeni) to conduct ajoint feasibility study to evaluate the production of synthetic
methane (Syngas) in Peru and to sell this product to potential markets, including
Peru and Japan.

Syngasisthe methane obtained froma process called methanation. The methanation
process transforms CO2 from captured emissions and green hydrogen (produced
from water electrolysis and renewable energy) into Syngas. The three companies
will use this joint feasibility study to analyse possible sources of CO2, the supply
of renewable energy, water electrolysis technology for the production of green
hydrogen, the methanation technology, among other topics.

ll\
Synthetic
@ Methane
Renewable Supply to Peru’s
Water domestic market
energy electrolysis

CO2
L
HNaYaYs

Methanation o 200

Export to markets
including Japan

CO2 Recovery

PERU LNG is an enthusiastic participant in the evaluation of this opportunity,
as Syngas can help to achieve carbon neutrality in the gas industry, considering
that Syngas production requires CO2 normally recovered from emissions that are
currently discharged into the atmosphere. As an example, the Japanese Government
has included a target to inject more than 1% of Syngas into Japanese pipelines by
2030 and will increase this target to 90% by 2050.
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Solar panels in the Plant

PERU LNG has started a pilot project to install an on-grid photovoltaic generation
system to power the training building at the Plant. The information collected by the
system will be used in the future to evaluate the feasibility of expanding photovoltaic
generation (renewable energy) for the natural gas processing Plant.

An estimated 34,161 k/Wh of energy is generated each year, which is achieved with
38 530 Wp polycrystalline photovoltaic panels, a 15 kW grid inverter and a monitoring
system, which includes a weather station.

3.1.4. Environmental monitoring programme

In order to guarantee compliance with the highest industry standards, PERU LNG has
environmental monitoring programmes intended to provide information on the effects
that PERU LNG’s operations may have on the environment. These programmes also
seek to mitigate any environmental effects and preserve the nature of the company’s

areas of influence.

Monitoring discharges and emissions

We have monitored approximately 182
control stations, from recorded 1,624
samples for different parameters were
taken, forming part of our environmental
monitoring commitment contained in the
Environmental Impact Assessment (EIA).

During 2022, programmed environmental
monitoring activities complied with the
relevant protocols in spite of the state
of emergency decreed by the Peruvian
government to address the COVID-19
pandemic. This allowed activities to
continue throughout the year.

Monitoring of discharges and emissions
includes domestic and industrial effluent,
ballast water from methane tankers, noise
and gaseous emissions from fixed sources.
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The monitoring points for discharges and
emissions also monitor air quality, sea
water and marine sediment quality and
soil quality.

Monitoring bioremediation work

Permanent bioremediation work is carried
out to re-establish the natural condition of
areas affected during the construction of
the gas pipeline.

In the 2021-2022 bioremediation campaign
we planted native species on 6.86 kilometres
of the right of way, maintained fences to
prevent overgrazing, and improved the
soil be removing stones. This work has
re-established the native vegetation over
most of the distance disturbbed during
construction of the pipeline.

Programa de Deteccion de Fugas

A leak detection program has been implemented, which effectively identifies
unwanted emissions within our processes, enabling us to record, repair and control
emissions systematically. This programme is part of the annual inspection regime
carried out in the Plant and on the pipeline.

The following activities are also carried out to strengthen the program:

Preventive maintenance programme on process equipment.

Program of inspections to ensure total coverage of sources of emissions.
Replacement of equipment with a high potential for causing emissions.
Reduction in flaring.
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Biodiversity monitoring and assessment
programme (BMAP)

PERU LNG performs the BMAP in
collaboration with the Center for
Conservation and Sustainability (CCS) of
the Smithsonian Conservation Biology
Institute (SCBI). The BMAP focuses
on recording information to identify,
evaluate and monitor potential impacts on
biodiversity (whether positive or negative)
that could be caused by activitiesrelating to
the constructionand operation ofthe PERU
LNG gas pipeline, Plant and port terminal
and recommending action to minimize
these impacts in the short and long term,
as well as evaluating the effectiveness
of mitigation efforts and adding to
knowledge of the region’s biodiversity, its
management and conservation.

TheBMAPusesmonitoringprotocols. These
protocols focus on selected species and
habitats in PERU LNG’s area of influence.
During 2022, monitoring protocols for

the biorestoration of grasslands, desert
vegetation, and wetland vegetation were
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employed on the gas pipeline, focused on
restoring plant cover and species diversity.

Furthermore, during 2022 monitoring
protocols for benthic macroinvertebrates,
fish and sea birds were employed at the
port terminal.

The following papers were published as
part of the monitoring programme:

* Novoa, S, Ledesma K, & Linares-
Palomino R. 2022. Use of Camera Traps
to Monitor the Fauna Associated with a
Cactus Community in the Coastal Desert
of Ica, Peru. Cacti and Succulent Journal
94(1):28-33.

Montenegro-Hoyos A, Vega N & Linares-
Palomino R. 2022. Plant diversity and
structure in desert communities of
the Andean piedmont in Ica, Peru.
Vegetation Classification and Survey
3:53-66.

Cervantes K, Paredes-Burneo D,
Williams M, Linares-Palomino R. 2022.
Field Museum Guide 1474. Semillas
dispersadas y frutos consumidos por

aves, murciélagos y roedores en un
bosque montano de Chiquintirca. Peru.
Cervantes K, Paredes-Burneo D,
Williams M, Linares-Palomino R. 2022.
Field Museum Guide 1474. Semillas
dispersadas y frutos consumidos por
aves, murciélagos y roedores en un
bosque montano de Chiquintirca. Peru.

More information about the BMAP can be
found at www.bmap.pe.

Participatory socio-environmental
monitoring (PMSAP)

In this programme, members of the
community are commissioned to monitor
different aspects of geotechnics, the
environment, operations, and community
relations onthe RoW, for which they receive
training on activities such as: detecting
erosion, proper waste management,
water quality, and others. All the relevant
information, including the summary of
the results and measures adopted to
solve the deficiencies identified by the

monitoring activities, are submitted to
PERU LNG and discussed in community
meetings, for comments. The programme
is administered by PRONATURALEZA, an
independent third party with experience in
socio-environmental monitoring.

In 2022, 37 community representatives
and 5 members of the PMSAP technical
team took part. The monitors dedicated
7 days a month to field activities for a
total of 7 months. During the rest of the
year they remained alert and sent reports
on any situation that was relevant for the
company or the community.

The monitoring results in 2022 included
a total of 60 findings, of which 51 were
resolved and the rest remain pending
attention by 2023. 2 case reports required
priority attention due to their potential
to aggravate the situation and cause
damage. These cases were resolved
swiftly. 80 cases of for information were
also reported; these are situations that the
company should be aware of, but that do
not require direct action.
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213 comments from the community were collected on 272 social forms. Some of the
comments expressed satisfaction with the management of PERU LNG, while others
demanded greater communication, training in pipeline environment and safety, and
support of various kinds. There were also claims for non-compliance by the company and
requests for the presence of a community relations officer. Some comments dealt with
various topics such as COVID-19, as well as suggestions and thanks for social support.

270 monitoring reports were published in the localities affected, with the participation
of local monitors and specialised professionals from the PMSAP technical team. These
communal collective meetings have increased and encourage attendance by local people.

As far as training is concerned, a total of 343.75 man hours were carried out, with priority
given to monitors in training. This has helped to increase the capacity of the technical team
and allowed some former monitors to obtain employment in municipal environmental
management.

Finally, we should point out that since the implementation of HSE management in the
programme, 69,156 man-hours of work had been accumulated without incidents up to
November 2022. In the first 11 months of 2022, 8,472 man-hours of work were recorded.
This reflects the responsibility of the participants in identifying and managing hazards
and risks in programme activities.

Participatory marine ecosystem monitoring (MEM)

PERU LNG monitors the marine ecosystem every six months with the main aim being to
characterise the condition of the marine environment in order to detect and manage any
impact caused by operating activities as quickly as possible. Monitoring concentrates on
fish populations and is carried out with participation by representatives of fishermen’s
associations and government authorities (ANA, OEFA, DICAPI, MINEM, PRODUCE).

Audits and relationship with the STATE

PERU LNG is audited by the competent environmental authorities. Audits by the
environmental authorities help to maintain high operating standards and to confirm
compliance with legal requirements. In 2022 Peru’s Environmental Monitoring
Organisation (OEFA) carried out an inspection of Plant. Furthermore, the Supervising
Body for Investment in Energy and Mining (Osinergmin) carried out six social audits; five
of the pipeline in the highlands and one of the Plant operations. The auditors made no
observations.
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The story: Adopt a Penguin campaign

On April 27, we celebrate International Penguin Day with symbolic and voluntary adoptions by company employees. Humboldt penguins, which inhabit our port
terminal, were chosen as a symbolic species due to their current degree of vulnerability.

As part of this activity, we highlight everyone’s commitment and good environmental practices aimed at making planet earth a cleaner, healthier and more balanced
place, where all species (including the Humboldt penguin) can coexist and fulfil their life cycle.

The symbolic adoption of a penguin consisted of giving each adopted penguin a name and committing to protect the environment. The simple fact of sponsoring a
penguin implied a practical responsibility to care for the environment, which motivated participants to recycle, avoid the use of single-use plastics, keep the beaches
clean and admire nature, among other examples.

At the end of the campaign, the 150 participants were rewarded with an adoption certificate, a symbolic soft toy representing their adopted penguin, and an invitation
to visit the PERU LNG port terminal facilities, where the healthy coexistence of these species with our operations can be appreciated.

It should be noted that the “penguin” soft toys were made with support from the Alpaca fibre added value programme,“Allin Ruray”, which has been under way since
2018 with 5 alpaca-breeding communities in Ayacucho and Huancavelica. The “penguins” were made by hand with alpaca fibre, thus helping with appreciation of these
communities’ products and raising environmental awareness.

The story: Agreement with MarineGEO

In order to support scientific research on environmental impacts, PERU LNG’s Biodiversity Monitoring and Assessment Programme (BMAP) joined the MarineGEO
network of coastal observatories, led by the Smithsonian Environmental Research Center (SERC), with the aim of carrying out various activities, and particularly the
Pan-American Experiment (PanAmEX): a study that examined 36 points along the Atlantic and Pacific coasts, in order to demonstrate the existence of marine species
and the increase in depredation in warm or tropical areas.

In Peru, the PanAmEXx was carried out exclusively at the PERU LNG port terminal, where the colonization and growth of marine species on PVC plates was monitored.
During this period, 4 researchers from BMAP and PERU LNG, including Bruno Vildoso, who is part of the environment team, took part in the experiment, photographed
the plates, identified the species and collected the necessary information for the team in charge of the study.

The results obtained, published in the prestigious international scientific journal “Science”, confirmed that depredation is more intense in warm climates than in cold
waters. Furthermore, the experiment revealed that the marine ecosystem is adapting to climate change and forecast the depredation of marine species in tropical
waters, meaning that less food will be available in the future.

Thus, we once again reaffirm our commitment and dedication to the development of scientific research for environmental preservation.
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History: The “Recycle to Help Programme” with ANIQUEM

In April 2021, PERU LNG joined the “Recycling to Help Programme” led by the Association for Aid to Children with Burns - ANIQUEM, which provides co-financing for
the rehabilitation of child burn survivors, encourages recycling and promotes care for the environment.

ANIQUEM is a Peruvian non-profit, non-governmental organisation that for 21 years has provided free comprehensive rehabilitation to children with burn sequelae and
promotes a culture of preventing such injuries.

In 2022, the Plant shutdown allowed us to accumulate a considerable amount of cardboard from the boxes and packaging of filters, equipment, spare parts and other
materials used in the different departments, including the kitchen.

Likewise, by giving cardboard a new use, we help the environment by preventing the felling of trees and saving energy, which translate into lower CO2 generation
through the creation of new material and reducing greenhouse gas emissions.

Recycling also avoids taking up landfill space (materials that pollute the environment) and allows the creation of new jobs.

We are happy to be able to collaborate with ANIQUEM, an organisation that since its foundation has helped more than 5,800 patients, 30% of whom come from the
provinces, significantly improving their quality of life and their ability to resume their normal lives.

Thus, as a company we contribute to a task whose main objective is “to change pain for smiles and scars for hope”.
We are glad to have been recognised as one of ANIQUEM'’s collaborators in the Eco-efficiency category.

During the ceremony organized by ANIQUEM, the companies and individuals, who throughout 2022 provided support for the rehabilitation of patients who with great
dedication, are treated by the Asociacion de Ayuda a Nifo Quemado (Children with Burns Association).

The Marine Global Earth Observatory (MarineGEQ) is a unique network of partners from around the world, dedicated to tracking the vital signs of coastal marine life,
diagnosing the causes of change in marine life, and providing science-based solutions to build coastal resilience using standardised and coordinated methods. Led by the
Smithsonian’s Tennenbaum Marine Observatory Network, MarineGEO coordinates research from partner observatories and project collaborators around the world.
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4.1. Leaders of PERU LNG and
Hunt LNG Operating Company

PERU LNG is held to account by its partners; leaders who provide guidance on
the specific needs of the business and take part in strategic and business planning
in line with their shareholders’ directives and policies, as well as Peruvian law and
regulations.

The remuneration of the senior management of PERU LNG and its Operator consists
of a fixed monthly salary and an incentive payment linked to the achievement of a
combination of long-term corporate goals, personal performance objectives and
the company’s financial results.

Senior management leaders of PERU LNG and the Operator:

Maria Julia Aybar
Vice Chairman and General Manager.
PERU LNG.

Mark Pearson
Vice Chairman and General Manager.
Hunt LNG Operating Company.
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4.2.Leadership in Peru

People who occupy senior management
positions have a deep understanding
of the business and possess specialist
knowledge, making the decision-making
process thorough, well-informed and
balanced.

The management system of the company
is the backbone of its sustainability and

policies applicable to its operations,
thus enabling integral management of
risks. This includes strategic plans and
procedures for formalising the execution
of capacity throughout the organisation:
environmental, health and industrial safety
management  systems, performance
evaluation processes, continuous
improvement processes for responsible

The relevant policies and processes are
regularly reviewed and audited. They are
alsoexecutedtoensurethatthegovernance
structure remains in line with changes
in the industry, allowing for continuous
improvement of business practices.

Managers collaborate with all teams to
effectively and systematically implement

and responsible management at all levels
of the organisation. They promote open
and timely communication throughout
the company to address any issues or
problems that may arise.

The governance of PERU LNG is based on
the Limited Liability Company Agreement
(LLC Agreement) and on our corporate

encompasses all the processes and  conduct of activities, among others. the programmes, thus ensuring ethical  governance, implemented since 2012.

_ Auditing

Supervises and provides feedback on audits to support decision-making by the Management Committee.

. Monitors the application of recommendations made by the external auditors to the shareholders.
Management Committee

Commercial

Supervises and provides recommendations on commercial issues to support the decision-making of
the Management Committee. It focuses on improving business performance, including developing new
businesses and opportunities.

This PERU LNG Management Committee is the main organ J
of company governance and is the most senior decision-
making body. It is made up of representatives of each

of our partners. The Management Committee evaluates

and makes decisions on strategic issues, which involve

short and long-term plans, investments, commercial, ~/
operational, and financial plans, among others, critical to

the success and continuity of PERU LNG.

Corporate finance and taxation

Provides recommendations for decision-taking by the Finance and Tax Committee. It supervises financial
information and reports and analyses provided by the company to the members of the Management
Committee.

_ Risk management

Supervises and provides recommendations to support the decision-making by the Management
Committee in relation to corporate risks (specifically for mega risks and critical risks), defining the
appropriate strategy.

_ Operations

Provides recommendations on technical and operational issues to support decision-making by the
Management Committee. Reviews matters relating to improvements in operational performance, focusing
on corporate goals.

Advisory committees D

We have seven advisory committees. Through the timely
provision of information on company performance,
recommendations to be submitted to our Management
Committee for approval and other relevant issues.

The advisory committees are as follows and are made
up of representatives of each of our partners:

Strategy and budget

Supervises and provides suggestions to support decision-making by the Management Committee on
budget issues. Advises on short and long term (5 years) strategic planning, on organizational objectives
and team performance commitments.

_ Sustainability

Supervises and provides recommendations to support decision-taking by the Management Committee
on questions relating to health, safety and hygiene and community matters.

During 2022, three meetings of the Management Committee and Advisory Committees were held.
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4.3. Ethical and anti-corruption commitments

Code of conduct

PERULNGhascodesofbusinessconduct
aimed at helping our collaborators and
those of the operator and contractors
to understand and comply with
expectations when performing their
respective activities. PERU LNG has
an excellent track record in sound
business practices and ethical conduct,
and expects that its collaborators and
contractors do likewise.

This code explains in general terms the
legal and ethical guidelines that the
company expects its employees and
contractors to follow. Although it is not
possible to list every ethical principle to
be followed or behaviour to be avoided,
everyone involved in company activities
should judge whether their actions could
violate the company’s ethical standards.

The consequences of not complying
with this code can be serious both for
the employees, the operator, contractors
or the company. In addition, our Code
of Conduct requires strict compliance
with the U.S. Foreign Corrupt Practices
Act (FCPA), US. economic sanctions
laws, all Peruvian anti-corruption laws,
and any other applicable laws and
regulations. All this is described in detail
in the following documents: 1) Anti-
Corruption and US Economic Sanctions
Policy. and 2) anti-corruption and due
diligence procedures, which are fully
accessible to employees and shared with
company contractors. Currently, PERU
LNG has a Prevention Manager who
works with all internal departments to

ensure compliance with the provisions
of the aforementioned documents, and
to provide support to all contractors
providing services to the company; the
manager provides warnings to the legal
representatives of these companies.

Anti-corruption framework

PERU LNG’s corporate practices are
based on strict standards of excellence
and business ethics and are subject
to Peruvian anti-corruption law. They
also comply with the US Foreign
Corrupt Practices Act (FCPS) and other
international standards.

PERU LNG therefore has a corruption
prevention policy aimed at encouraging
zero tolerance of corruption and similar
crimes. With this in mind, PERU LNG
has approved a corruption prevention
system, and designed and implemented
different instruments that seek to
disseminate and promote our rejection
of corruption, money laundering and
other crimes, as well as to incorporate
American legislation on this matter.
These instruments include US guidelines
for preventing corruption,and economic
sanctionsaimedatlayingthefoundations
for an effective anti-corruption
effort. Due diligence concerning anti-
corruption and sanctions is also carried
out, based principally on knowing the
company’s counterparty in any new
commercial relationship and identifying
any corruption-related risk.

It should be mentioned that all

collaborators, representatives, managers,
officers, commercial partners and
stakeholders in the company are
obliged to comply with the corruption
prevention system.

PERU LNG also has a Prevention
Committee, a consultative body in
charge of deciding aspects relating
to compliance and development
of the system. To ensure proper
implementation, supervision and
monitoring, the company also has a
Prevention Officer.

In 2022, the Prevention Committee held
two meetings, while work continued
on the regulatory framework (self-
regulation); this consisted mainly of
updating and improving the corruption
prevention system by reviewing the
risks inherent in PERU LNG’s activities.
Training for all employees reinforced the
commitmenttointegrityinthecompany’s
activities, in order to guarantee that the
aforementioned policies and procedures
are progressively integrated into the
organisation.

In addition, the Legal Department provided support and advice to Prevention regarding application of current internal

guidelines and applicable legislation.
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4.4.Integrated management system

Risk and opportunity management

The company has a corporate risk management system, through which risks that may impact the organisation’s ability to achieve strategic objectives are identified and
reported. The system is transversal and success is based on the proactive and coordinated participation of its leaders and teams, focused on:

Protecting and Reducing the possibility of crisis A communications
caring for the scenarios and crisis reactions channel for our
environment. from management. partners.

&

Providing security Providing key information Increasing the probability
to all personnel for the decision-making of project success by
and secure process and business mMinimising unforeseen
operations. continuity. events.

The system allows risk management through inherent risk analysis, defining mitigation plans to reduce risk to an acceptable level and continuous monitoring to
achieve this aim; these are periodically reviewed by the Internal Corporate Risk Management Committee.
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4.5. Managing suppliers

An important part of our business
achievements derives from  good
management of our suppliers. PERU LNG
chooses its suppliers according to the
quality of their products and services, their
reliability and competitiveness, attention
to detail and consistent punctuality, as well
as their occupational health, safety and
environmental processes, their experience
in the energy industry and their ability
to establish and maintain contractual
agreements over the long term.

Selection standards

The supply chain is governed by policies
and procedures to assure that all the goods
and services required are acquired in a fair
and ethical manner and that they meet the
legal, technical, socio-environmental and
safety standards that are essential for the
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success of our operations. These include
tenders based on a clear understanding
of the requirements and pre-defined
selection criteria that include health and
safety at work, technical and commercial
aspects and other factors. Furthermore,
due diligence is performed on potential
contractors within the framework of the the
U.S. Foreign Corrupt Practices Act (FCPA),
Peruvian anti-corruption laws, as well as
any other applicable laws and regulations.

Compliance

Internal and external audits are planned
and carried out periodically on a select
number of suppliers to verify compliance
with PERU LNG contracts and standards,
(employment obligations, occupational
safety, invoicing and payments, among
other aspects).

There are also established processes
for managing contracts, which include
training for the collaborators responsible
for these contracts covering aspects such
as contractor risk management, handling
complaints planning the performance of
services, monitoring progress and others.
These aspects are in addition to proactive
contract management practices that
guarantee compliance with obligations.
Suppliers who fail to comply with the
provisions may be subject to penalties
and/or termination of their contracts.

Commitment to local development

PERU LNG seeks to establish commercial
relationships with local suppliers in order to
stimulate domestic development. In 2022,
87% of our acquisitions of both services
and materials, were from local suppliers.

History: AEO Certification

PERU LNG has held AEO-
Importer certification, issued
by SUNAT since 2010 and was
successfully recertified in 2022.

This certification validates PERU
LNG’s commitment to security in
the logistics chain, with a security
management programme that
includes, among other things,
security at facilities and access
points, systems (cybersecurity),
in import processes, business
associates, contracted personnel,
etc.
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4.6.Global Security

PERU LNG’s security efforts concentrated on ensuring the integrity of its collaborators and the continuity of its operations
within the framework of existing standards and legislation. Respect for the human rights of our collaborators, partners and
communities comes first and resilience to threats or attacks, both physical and digital is encouraged.

The Business Continuity and Crisis Plan enables early and management of possible risks and associated crisis events. It also
provides guidelines for preventing and responding to all possible emergency situations.

Security strategy

1. Security evaluation 3. Cybersecurity: Strategy and training recognised frameworks such as the

Risk assessments are permanent and
are reviewed and updated annually.
As a National Critical Asset (ACN), the
gas processing system, which includes
the Melchorita Plant and gas pipeline,
complies with current regulations in this
respect, and the company promptly
reports to both the MEM and the DINI,
as the government entities responsible
for ACNs, any situation that could affect
the continuity of the operations.

. Response plans and standard
operating procedures (SOP):

Compliance with operational and
response plans are the basis for success
in  maintaining a safe environment.
Added to adequate supervision and
management, they allow us remain
aligned with crisis response protocols,
as well as current regulations such
as the “International Ship and Port
Facility Security Code” (ISPS) and the
“Authorized Economic Operator” (AEO)
code. The optimal results produced
in audits reflect the company’s
commitment.
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The cybersecurity landscape holds new
challenges for organisations. Among
the main cyber threats are cyber
attacks on the supply chain and the
use of artificial intelligence as a tool to
generate sophisticated attacks that can
evade protection.

Thus PERU LNG concentrates its efforts
on establishing a culture of information
security and cybersecurity; this culture is
based principally upon each collaborator
internalising the associated risks and
participating actively, turning them into
the first Line of defence against cyber
threats.

Furthermore, the security of digital
assets and technological infrastructure
is fundamental for PERU LNG. The
cybersecurity team works closely with
industry  professionals, government
agencies and other companies in the oil
and gas industry. These partnerships are
invaluable and provide great insight into
the global cyber risk landscape.

We have an integral cybersecurity
programme based on internationally

National Institute of Standards and
Technology  (NIST) cybersecurity
framework and ISA/IEC 62443 standard
for industrial control systems.

The cybersecurity team, made up
of IT & OT professionals, undergoes
continual trained, performs periodic
evaluations and executes continuous
improvements in processes, procedures
and technologies to detect, protect and
respond appropriately to cyber threats
of all kinds.

In order to measure the efficiency of the
controls and processes implemented
in recent years, PERU LNG contracted
the services of an expert team of ethical
hackers in order to carry out an attack
(Red Team) and defence exercise
by PERU LNG staff (Blue Team); the
result was quite satisfactory and a very
favourable result was obtained.
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Chapter 5
Financial Management



5.1. Fundamental principles of
management based on 3 tenets:

5.1.1. Liquidity: Treasury and working capital
Mmanagement

The company has implemented internal processes and procedures to monitor its cash
flows, which must meet the company’s obligations to its suppliers, bondholders and
shareholders, among others, based on cash received from the sale of LNG. The main
objective of cash management and working capital management is to maintain the
balance between cash in and cash out.

5.1.2. Solvency: Establishment of indicators
and policies for indebtedness and cash
distribution

The company has a cash and distribution management policy, which establishes
management guidelines, including maintaining a minimum cash value at the end of each
year and using the principle of prudence in evaluating the use of available balances at the
end of each financial year.

5.1.3. Performance: Making available funds
profitable

As part of the policy, guidelines are also established for the analysis of investments in
order to make the company’s surpluses profitable. The analysis of investment alternatives
includes certain bank parameters with which operations can be carried out, periods of
validity and permitted operations.
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5.2. Capital contributions, financing
and working capital

Capital contributions

During the construction stage the
promoters contributed USD 1 571 435
O77. This represented, proportionally, the
capital necessary to cover the project’s
construction costs. In addition, external
financing was available including cash
from loans and local bond issues.

Financing

To finance the project, on the 26th of
June 2008 PERU LNG entered into a
common terms agreement with lenders
for a total sum of USD 2’ 050 000 0O0QO0.
Those helping to finance the project
were: IADB (USD 800 000 000), US
EXIM (USD 400 OO0 000), IFC (USD
300 000 000), K EXIM (USD 300 000
000) and SACE (USD 250 000 000).
The debt is being repaid from 2011 to
2024 at a rate of approximately USD
100,000,000 per year.

In turn, PERU LNG obtained part of
its financing through the Peruvian
Stock Market, via PERU LNG’s first
corporate bond program valued at USD
200,000,000, approved by Resolution
No. 064-2009-EF/94.06.3. The program
consisted of four simultaneous issues
by the Companies and Securities
Supervisory Commission (now the Stock
Exchange Regulatory Authority, SMV).

As part of the loan guarantees, PERU
LNG was required to maintain at all times
a debt service reserve account with a
balance equal to the required balance of
the applicable debt at that time.

Subsequently, and with the aim of
refinancing this debt balance,onthe 22nd
March 2018, PERU LNG issued a bond
in the international market for a total
of USD 940,000,000, under Rule 144A
and Regulation S of the United States
of America Securities Act 1933, with a
fixed interest rate of 5.375% maturing

in the year 2030. The bond was rated
Baa3 (Moody 's), BBB- (S&P) and BBB -
(Fitch); the outlook was stable.

The total value of the bond issue (USD
940 000 000) plus approximately USD
280 000 000 that the company had in
reserve accounts, was used to refinance
the USD 71 221 OO0 00O balance of the
original financing obtained in 2008,
including local bonds. Consequently,
on the 17th of May 2018, in accordance
with Ruling N2 036-2018-SMV/11., the
Stock Exchange Regulatory Authority
excluded the whole of the PERU LNG
first corporate bond program from the
Stock Market Public Registry.

The international bond issue, with its six-
year period of grace, modified repayment
of the debt and extended the repayment
period from 2024 to 2030.

As at the 31st December 2022, PERU
LNG maintains a debt amounting to USD
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940,000,000, as a result of the issue
of the above-mentioned international
bond. In compliance with the six-
monthly payment schedule, March and
September 2022 saw the eighth and
ninth interest coupon payments of USD
25 262 500 each. The last payment was
made in March 2023.

As far as PERU LNG’s credit ratings
are concerned, on the 22nd July 2022,
Moody’s upgraded the company’s credit
rating from “B3” to “B2” and changed
the outlook from “negative” to “stable”.
The rating was mainly based on the
improvement in the company’s operating

Annual Report - PERU LNG 2022

results, which strengthened its liquidity
position.

Additionally, on the 5th August 2022,
Fitch Ratings reaffirmed PERU LNG’s
credit rating at ‘B’ and changed the
outlook from “negative” to “stable”.
This rating reflects an improvement in
operating performance over the horizon
in question

Working capital

On the 7th of March 2018, PERU LNG
entered into a Working Capital Financing
Agreement with Bank Guarantees, with

the Banco de Credito del Peru (BCP)
valued at USD 75 000 000 over a three-
year period. Short-term disbursements
have a maximum term of twelve months,
and bank guarantees include letters of
guarantee and letters of credit.

During the first quarter of 2021, the
company renewed the working capital
financing contract for two years up
to a value of USD 40,000,000, which
covered short-term financing needs. This
line of credit also includes a collateral
guarantee in cash for up to 50% of the
total working capital line, depending on
how it is used. Thereafter, the last valid
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addendum was signed in January 2022,
which modified some definitions in the
contract and in addition, extended the
line until May 2023 under the conditions
described above.

As at the 3l1st December 2022, the line
of credit used via letters of guarantee
amounted to USD 17,648,511.25 and so the
above-mentioned collateral amounted
to the same.

To date, the company is negotiating
terms and conditions for renewal of the
working capital line before its expiry date.
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5.3. Executive Summary 2022

During 2022 restrictions on access to natural gas from Russia, added to a lack of
regasification infrastructure, caused an increase in demand from European countries,
who with winter approaching found that they needed to resort to the spot market. This
caused an increase in international prices, our main markers recorded average annual
prices of US$ 6.41/MMBtu for Henry Hub, US$ 25.27/MMBtu for National Balancing
Point (NBP) and US$ 33.98 for Japan Korea Marker (JKM).

As a result of these aforementioned prices, the company ended the year with an
EBITDA of US$ 361 million, the highest annual EBITDA since the end of 2018, which
meant a substantial improvement in our debt ratio, which went from 6.2x in 2021 to
just 1.8x in 2022.

During 2022, the total volume of LNG sales reached 179 TBtus (trillion British
thermal units), consisting of a total of fifty-one shipments for European and Asian
markets, higher than the thirty eight shipments sold in 2021, as a result of events
of that year.

At the end of 2022, total income amounted to USD 3,179 million, a figure 98% higher
than total income for 2021, which was USD 1,608 million. This change can be explained
principally by the global increase in the average price of LNG (explained in previous
paragraphs), which rose from an annual contract average of USD 12.8 per MMBtu in
2021 to an annual contract average of USD 17.7 per MMBtu in 2022, as well as by the
greater volume sold during the year. Similarly, the sales cost increased by USD 1,414
million; from USD 1,466 million at the end of 2021 to USD 2,880 million in 2022, mainly
due to the increase in the unit cost of gas purchased for production, in line with the
price increase.
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The Manzanillo Minimum adjustment
amounted to USD 63 millionin December
2022, in contrast to USD 109 million
in December 2021, explained by the
net effect of the increase in the annual
adjusted quantity (111 TBtus in 2022
compared to 80 TBtus in 2021) and a
reduction in the average adjustment
price, from USD 1.34/MMBtu in 2021 to
USD 0.56/MMBtu in 2022. Additionally,
as a result of commercial negotiations
relating to the Manzanillo Minimum
clause, PERU LNG recorded income of
USD 75 MM at the close of June 2022.

As far as the road tanker liquefied gas
loading terminal is concerned, as at the
3lst of December 2022 four thousand
five hundred and twenty three trucks had
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been dispatched, representing a total
sales volume of 5.1 TBtus, 17 % more than
the volume sold in 2020. Demand next
year is estimated at a total of 13 trucks
despatched per day.

Cash and cash equivalents at the end
of 2022 amounted to USD 301 million, a
figure 237% higher than that registered
at the end of 2021 (USD 89 million)., This
was mainly due to an increase in the
average prices of the markers, as well
as an increase in production volumes,
described in previous paragraphs.
Furthermore, and in pursuant to the
dividend policy, PERU LNG’s partners
recently approved a dividend based
on the 2022 results, amounting to USD
45,000,000 viaareductionin capital. The

effective date of the dividend payment
was the 28th February 2023.

PERU LNG concluded 2022 with
implementation of two of the company’s
main projects. The first seeks to increase
the stability of cargo shipments using
infrastructure that will enable an
increased sales volume of LNG at times
when the weather is unfavourable. The
total investment will be approximately
USD 26 million and the project became
operational in the second quarter of
2022.

The second project seeks to replace
ethylene (the refrigerant currently used
in the liguefaction process) with ethane,
which will optimize the process and
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reduce some of the production costs. The
total investment is approximately USD
8 million and this project is expected to
be operational in the second quarter of
2023.

Other projects have been planned
for execution in 2023, aimed
mainly at the acquisition of spare
parts and the development of the
Second Truck Loading Bay (TLF2),
as well as optimisation of operating
expenses and investment in minor
projects, as long as this does not
affect the safety and continuity of
the Plant’s operations.
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5.4. Financial information

The financial information on PERU LNG given below was obtained from the company’s audited financial statements and respective
explanatory notes. The financial statements cover the years ending on the 3l1st of December 2022 and 2021, respectively and were
audited by Emmerich, Cordova y Asociados Sociedad Civil de R.L. (formerly “Caipo y Asociados Sociedad Civil”), a member firm

of KPMG International.

This financial information has been prepared in accordance with the International Financial Reporting Standards (IFRS) issued by
the International Accounting Standard Board (IASB) in force as at the 31st December 2022. The following financial statements are
for the year ending on the 31st of December 2022.

Auditors’ opinion to the partners of PERU LNG S.R.L.

Opinion

We have audited the financial statements
of PERU LNG S.R.L, a subsidiary of PERU
LNG Company LLC of the United States
of America, consisting of the statement of
financial position as at the 31st December
2022, the income statement and other
comprehensive income, the statement
of changes in equity and the cash flow
statement for the year ending on that
date, as well as the notes to the financial
statements, which include a summary of
significant accounting policies and other
explanatory information.

In our opinion, the attached financial
statements are in all material aspects a
reasonable representation of the financial
situation of the company as at the 3lst
December 2022 and its results and cash
flows for the year ending on that date, in
accordance with International Financial
Reporting Standards (IFRS) issued by
the International Accounting Standards
Board (IASB).
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Basis for our Opinion

Our audit was performed in accordance
with International Auditing Standards
(IAS) approved for use in Peru by the
Board of Rectors of the Professional
Associations of Public Accountants of
Peru. Our responsibilities under those
standards are further described in the
auditor’sresponsibilitiesinourauditreport.
We are independent of the company in
accordance with the International Ethics
Standards Board for Accountants’ Code
of Ethics for Professional Accountants
(IESBA Code of Ethics) together with
the ethical requirements relevant to our
audit of financial statements in Peru,
and we have fulfilled our other ethical
responsibilities in  accordance with
these requirements. We believe that the
evidence we have obtained is sufficient to
fully support our auditors’ opinion.

Other information

The management is responsible for other
information. Other information includes
information included in the annual report
that is not an integral part of the financial
statements or our audit report. The annual
report is expected to be available to us
after the date of our audit opinion.

Our opinion on the financial statements
does not cover the other information
and we will not express any opinion
or conclusion based on that other
information.

With regard to our audit of the financial
statements, our responsibility is to read
the other information when it becomes
available and, in doing so, to consider
whether there is a material inconsistency
between the other information and the
financial statements or our knowledge
obtained from the audit, or whether the
other information appears to be materially
misstated.

Chapter 5 - Financial Management




Annual Report - PERU LNG 2022

T e et S e
i E: - ST ettt S,

Responsibilities for the financial statements of management and those responsible
for corporate governance

Managementisresponsibleforthe preparationand fair presentation of theaccompanying
financial statements in accordance with IFRS issued by the IASB and for such internal
controls as Management deems necessary to enable the financial statements to be
prepared free from material misstatement, whether due to fraud or error.

In preparing the financial statements, the management is responsible for evaluating the
company’s ability to continue as a going concern, disclosing, as appropriate, matters
related to going concern and using the going concern basis of accounting, unless the
management intends to liquidate the company, cease operation, or has no other realistic
alternative.

Those charged with governance of the company are responsible for overseeing the
company’s financial reporting process.

Auditor’s responsibilities for their audit of the financial statements

Our objectives are to obtain reasonable assurance that the financial statements as
a whole are free from material misstatement, whether due to fraud or error, and to
issue an audit report containing our opinion. Reasonable assurance is a high level of
assurance, but does not guarantee that an audit conducted in accordance with the ISAs
approved for use in Peru will always detect a material misstatement when such exists.
Misstatements may be due to fraud or error and are considered material if, individually
or in the aggregate, they could reasonably influence the economic decisions that users
make based on these financial statements.

As part of an audit in accordance with the ISAs approved for use in Peru, we apply our
professional judgement and maintain professional scepticism throughout the audit. We also:

e |dentify and assess the risks of ¢ We obtained an understanding of

material misstatement of the financial
statements, due to fraud or error,
design and perform audit procedures
in accordance with those risks, and
obtain audit evidence that is sufficient
and appropriate to provide a basis for
our opinion. The risk of not detecting
a material misstatement resulting
from fraud is higher than for one
resulting from error, as fraud may
involve collusion, forgery, intentional
omissions, misrepresentations, or the
overriding of internal control.

internal controls relevant to the audit in
order to design audit procedures that
are appropriate in the circumstances
and not for the purpose of expressing
an opinion on the effectiveness of the
company’s internal control.

We evaluate the appropriateness of
the accounting policies applied and
the reasonableness of the accounting
estimates and the corresponding
information disclosed by the
management.
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* We decide upon the adequacy of the management’s use of the going concern
accounting principle and, based on the audit evidence obtained, we decide on
whether or not a material uncertainty exists relating to events or conditions that
may cast significant doubt on the company’s internal ability to continue as a going
concern. If we conclude that a material uncertainty exists, we are required to draw
attention in our auditor’s report to the corresponding disclosures in the financial
statements or, if such disclosures are inadequate, to express a modified opinion.

* QOur opinions are based on audit evidence obtained up to the date of our audit
report. Nevertheless, future events or conditions may cause the company to cease
trading as a going concern.

* We evaluate the overall presentation, structure and content of the financial
statements, including the disclosures,and whether the financial statementsrepresent
the underlying events and transactions in a manner that achieves fair presentation.

We communicate with those responsible for the governance of the company regarding,
among other matters, the planned scope and timing of the audit and significant audit

findings, as well as any significant deficiencies in internal control that we identify in
the course of our audit.

Lima, Peru.
24th February 2023.
Countersigned by:

Marilynn Montero A. (Partner)
C.PC. Reg. N® 32462
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’ 5.5.2022 results

Statement of financial position (in thousands of US dollars) Income statement (in thousands of US dollars)
2022 2021
2022 2021
Earnings from ordinary activities 3,179,481 1,608,403
Current assets Sales cost (2,879,936) (1,466,696)
Cash and cash equivalents 300,690 89,105 Gross Margin 299,545 141,707
Cash restricted 17,649 20,000 o _ _
Accounts receivable from non-arms-length entities 163,100 351,128 Administrative expenditure (73,892) (19,775)
Tax assets 108,283 94,942 Sale and distribution costs (27,240) (26,986)
Other accounts receivable 2,972 2,803 Other operating income 13,013 975
Taking 64,145 67,595 Operating results 211,426 (4,079)
..3 Other non-financial assets 9,489 12,380
a Total current assets 666,328 637,953 Financial income 2,563 139
< Financial expenses (102,175) (54,947)
Non-current assets Exchange rate difference, net 2,181 (3,628)
Real estate, Plant and equipment 1,730,635 1,843,983 Profit (Loss) before tax 113,995 (62,515)
Deferred tax 179,519 185,484 _
Current part of other non-financial assets 6,756 7,755 Corporation tax (35,767) 16,794
Total non-current assets 1,916,910 2,037,222 Results of the financial year 78228 (45,721
Total assets 2,583,238 2,675,175 Other integral results ~ ~
Current liabilities Other integral results, net of tax - -
Trade accounts payable 276,313 358,809 Total integral results for the fiscal year 78,228 (45,721)
Accounts payable to non-arms-length entities 178,254 13,327
Other accounts payable 10,069 4,859
Other financial liabilities 13,754 62,966
Leasing liability 1,535 937
...? Total current liabilities 479,925 540,898
3
E Non-current liabilities . . -
- As at the end of financial year 2022, total revenue was USD 3,179 million, a
€ Other financial liabilities 935,309 934,395 figure 98% (USD 1,571 million) higher than that for financial year 2021, which
w  Accounts payable to non-arms-length entities - 110,000 totalled USD 1,608 million. This variation is explained by increased prices of
s Leasing liability 291 397 the main LNG markers, as indicated in the previous section, plus the increase
o Total non-current liabilities 935,600 1,044,792 in the volume sold.
©
- Total liabilities 1,415,525 1,585,690
Equity
Capital issued 1,461,435 1,461,435
Accumulated results (293,722) (371,950)
Total equity 1,167,713 1,089,485
Total liabilities and equity 2,583,238 2,675,175
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Sales cost increased from USD 1467
million at the end of 2021 to USD 2,880
million in the same period of 2022. This
was due to an increase in the unit cost
of gas purchased for production, added
to the higher nomination levels in 2022,
compared to 2021. Fixed costs and
depreciation over the year make up a
significant percentage of this figure.

Administration expenses in financial
year 2022 totalled USD 74 million, a
reduction of USD 46 million compared
to the previous year (USD 120 million)
due to the scheduled shutdown for
major maintenance in 2022, which lasted
29 days, as well as unexpected events
occurring in 2021, which 133 inoperative
days, resulting in a reclassification of
certain fixed costs that were not part of
the cost of inventory and that are included
under administrative expenses.

Other operating income increased
by more than 100% in 2022 due to

indemnification under insurance policies,
as a result of the events occurring at the
Plant in 2021.

Financial expenses recorded as at the
3lst December 2022 amounted to USD
102 million, an increase of USD 47 million
compared to the previous year (USD
55 million), the result of interest paid as
a result of a legal process concluded in
2022.

Cash and cash equivalents at the end of
2022 amounted to USD 301 million, as
a result of the higher volumes sold and
higher prices of Non-Henry-Hulb markers
experienced during the year. As at the
date of publication of the audited financial
statements, the company anticipates that
it will have sufficient cash to meet its
commitments assumed in 2022 and to
maintain its working capital.

Total assets at the close of 2022 amounted
to USD 2 583 million, a 3% a reduction

(USD 92 million) compared with the figure
of USD 2,675 for 2020. This variation is
explained principally by the net effect of
an increase of USD 188 million in accounts
receivable from non-arm’s-length parties,
as well as by a USD 113 million reduction
in property, Plant & equipment, net of
depreciation during the year.

Total liabilities as at the 3l1st of December
2022 were USD 1,416 million, an 11%
reduction (USD 170 million) compared
with the USD 1,586 million recorded for
the same period of 2021. This is mainly
explained by the variation in trade
accounts payable as a result of a reduction
in provisions related to the purchase of
raw material due to reduced production
by the Plant during December 2022, as a
result of TGPs Kamani Compressor event.
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