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GRI 2-22

In 2022, the energy sector faced severe shocks. After years spent in
the conditions of pandemic, the year of 2022 started with a number
of new challenges caused by the war launched by Russia in Ukraine.
AS “Conexus Baltic Grid” (hereinafter “Conexus” or “the Company”)
was obliged to reschedule works, in certain cases — replace suppliers
or service providers by cutting the links to Russian and Belorussian
companies. At the same time, in cooperation with the transmission
operators and government authorities of the neighbouring countries,
as well as the market participants, sufficient natural gas supply
was provided, as well as development of reserves at InCukalns
Undergorund Gas Storage (hereinafter “Incukalns UGS” or “storage”).
However, regardless of the aforementioned changes, the Company
successfully provided daily operation of the transmission system and
storage facility, as well as continued implementation of all the ongoing
iInvestment projects and developed new medium-term strategic
goals, taking into account the impact on the environment, community,
employees and stakeholders.

Responding to the geopolitical events in FEurope, this vyear,

uninterrupted provision of two-way physical natural gas flow at
Incukalns underground gas storage was commenced. Already at the
beginning of 2022 —during the withdrawal cycle—Conexus operatively
prepared the storage facility for the commencement of injection in
order to maintain maximum available volume of natural gas stored in
the storage facility, thus seeing to the energy security of Latvia and
the region.

MANAGEMENT’S STATEMENT

Working in cooperation with the partners, in 2022, Conexus
successfully developed projects of FEuropean importance by
implementing significant, including technically complicated,
improvement works at Incukalns UGS, as well as a number of
activitieswithintheenhancementofLatvia-Lithuaniainterconnection
project. Well reconstruction works were performed, and various
equipment was purchased and installed within the framework of
the modernisation of storage facility, thus improving security of
the storage facility and operating flexibility. Whereas, within the
enhancement of Latvia-Lithuania interconnection project, 70%
of the total planned volume of works were completed in 2022,
which, in cooperation with the Lithuanian colleagues from “Amber
Grid”, allowed to increase the interconnection point capacity from
1 November under an accelerated procedure in the direction from
Lithuania to Latvia by 1/3 or up to 90 gigawatt hours (GWh) per
day. The Latvian-Lithuanian interconnection is an important point
for system users in the Baltic gas system, since in 2022, when
deliveries from the Russian Federation were limited, more than 17/
TWh of natural gas were delivered through the Latvian-Lithuanian
iInterconnection point.

In 2022, Conexus approved strategy for 2023-2027, which was
based on the Conexus mission —to ensure reliable gas transmission
and storage operation promoting decarbonisation of the energy
sector and market development. This was confirmed also by the
cooperation contract signed by Conexus together with five other
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European gas transmission system operators at the end of 2022
for the hydrogen infrastructure development, which would lay a
foundation for a new hydrogen corridor of the Nordic Countries
and the Baltic States in the future by uniting Finland, Estoniq,
Latvia, Lithuania, Poland and Germany in the project. Although
the renewable energy resources will keep developing in the future,
natural gas will also retain its significant importance in the field of
energy supply in the nearest decades, therefore Conexus is obliged
to continue maintaining conformity of the current system with all
the technical safety criteria, as well as promoting integration of
biomethane within the current infrastructure. Conexus is investing
not only in the development of secure and sustainable infrastructure,
but also continues investing and developing the Company’s human
resources, by providing training programmes that promote not only
the transfer of expertise to new specialists but also acquisition of
new knowledge.

Assessment of the international credit rating agency “S&P Global
Ratings” should be pointed out as one of significant events in the
second half of 2022 - for the first time, Conexus was assigned long-
time credit rating BBB+ with a stable perspective.

Conexus financial performance in 2022 within the overall geopolitical
context is also assessed as good, since the drop in revenue of the
transmission segment, which was caused by 30% decrease in natural
gas consumption in Latvia, was partially compensated by increase
in the storage revenue, thus confirming its regional importance. This

ensured total revenue in the amount of 55.1 million euro, which is 3%
less than in the previous year. In order to increase the Company’s
resistance to possible shocks in financial markets, at the end of 2022,
Conexus entered into long-term loan contracts worth 55 million euro
fully ensuring the funding required for implementation of the 2023
iInvestment plans. Whereas, in order to provide short-term liquidity
and risk management, credit facilities in the amount of 65 million euro
are additionally available to Conexus.

Energy is a sector full of challenges, and 2022 demonstrated this once
again. However, any new challenges may be overcome easier being
aware that we are a team which always can be relied upon. Thank
you to our employees, our customers and partners!

AS “Conexus Baltic Grid”
Chairman of the Council

ILMARS SNUCINS

AS “Conexus Baltic Grid”
Chairman of the Board

ULDIS BARISS

’w’-'“ 1:'-"- %f“f' 5 *-"‘w.f ,#‘;*

ﬂ..;,;_‘ 4.

!‘flﬂ-1l *
B Remiiiiiitoy
W ‘-i.r-illf'h'J.l‘ilH"---Itig

Tr—
:_73




GRI (GLOBAL REPORTING INITIATIVE)
CONTENT INDEX

Conexus has reported in accordance with the GRI Standards for the period from 1 January 2022 — 31 December 2022.
The report is prepared in accordance with GRI 1: Foundation 2021. Applicable GRI sector standard: GRI 11 “Oil and gas”.

GRI general standards

The organization and its reporting practices Governance
2-1 Organizational details Information on the Company and report " Orgonisot_ionol structure, Shoreholdgrs
2-9 Governance structure and composition and meeting of shareholders, Council,
) Entities included in the organization’s N/A Management Board
sustainability reporting Nomination and selection of the .
2-10 highest bod Council, Management Board
5.3 Reporting period, frequency and nf . Ty . . 'ghest governance body
contact point nrormation oh the L-ompany and repor 2-11 Chair of the highest governance body Council, Management Board
_ _ Conexus strategic sustainability .12 Role of the highest governance body in Council, Management Board, Corporate
2-4 Restatements of information framework overseeing the management of impacts governance, Internal audit
Delegation of responsibility for managing :
i 2-13 : Council, Management Board
.5 External assurance IAnformotlon on the Company and report, impacts 9
nnexes Role of the highest governance body in .
2-14 o . Council
Activities and workers sustainability reporting
)15 Conflicts of interest Ethics and prevention of corruption,
Activities, value chain and other Information on the Company and report, - ORTICLS orinteres Annexes
26 business relationships Srp())eczortelrr;geiigments, Sustainable 2-16 Communication of critical concerns Council
5 Coveec Employment relations, employee .17 Collective knowledge of the highest Council
IOy inclusion and involvement governance body
Evaluation of the performance of the highest .
Employment relations, employee 2-18 P J Council

2-8 Workers who are not employees

inclusion and involvement

governance body
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GRI Specific standards

3-3  Management approach Infrastructure safety and security
Security and 416 Customer Health and 416-1 Afssessment of the health and safety impacts | e i crire safety and security 11.3.3
safety of Safety of product and service categories
infrastructure Incidents of non-compliance concerning the
Services 416-2 health and safety impacts of products and Infrastructure safety and security
services
3-3 Management approach Operating segments, Secure energy supply
Safe energy : :
supply 203 Indirect economic impacts 203-1 Lnjg;)s(;trr:ec(’jture IMESTEES Clie) SERIEEE Operating segments, Secure energy supply 11.14.4
3-3  Management approach Pollution prevention
Avoiding 303 Water and effluents 303-2 Management of water discharge-related Pollution prevention
: Impacts
pollution _ _ _
305 Emissions 305-7 Nitrogen oxides (NO,), sulphur oxides (SO,). | 5 )1 tion prevention 11.3.2
and other significant air emissions
The challenge of Conexus - transition to a more
3-3 Management approach . :
Sustainable environmentally friendly energy sector
energy solutions P Transition to a more environmentally friendly | The challenge of Conexus - transition to a more
- Conexus-specific indicator CXS-1 . :
energy sector environmentally friendly energy sector
| 3-3 Management approach Impact on climate and energy efficiency 11.1.1
Environment |~ o impact | 302 Energy 302-1 Energy consumption within the organization | Impact on climate and energy efficiency 11.1.2
and energy 302-3 Energy intensity Impact on climate and energy efficiency 11.14
efficiency 305 Emissions 305-1 Direct (Scope 1) GHG emissions Impact on climate and energy efficiency 11.1.5
305-4 GHG emissions intensity Impact on climate and energy efficiency 11.1.8
3-3 Management approach Responsible use of materials and waste management 11.5.1;116.1
_ 303 WWater and effluents 303-1 Interactions with water as a shared resource | Responsible use of materials and waste management 11.6.2
Essz?r;s;t?tl:riols 303-3  Water withdrawal Responsible use of materials and waste management 11.6.4
and waste 306 vvaste 306-2 Monogement oF Sigmiiceit Wik feleize Responsible use of materials and waste management 11.5.3
management I RelEE
306-3 Woaste generated Responsible use of materials and waste management 11.8.2; 11.54
306-4 Waste diverted from disposal Responsible use of materials and waste management 11.55




Workplace

3-3 Management approach Occupational health and safety 11.9.1
403 Occupational health ana 403-1 Worker health and safety management Occupational health and safety 11.9.2
safety system
403-2 Hoz_ord |c_lent|ﬁ_cot|c_>n, risk assessment ana Occupational health and safety 11.9.3
accident investigation
403-3 Occupational health services Occupational health and safety 1194
Worker participation, consultation and
403-4 communication on occupational safety and Occupational health and safety 1195
, health issues
Workers' health Work . onal health and
and safety 403-5 scn?ert;r training on occupational health an Occupational health and safety 11.9.6
403-6 Promotion of worker health Occupational health and safety 11.9.7
Prevention and mitigation of occupational
403-7 health and safety impacts directly linked by Occupational health and safety 11.9.8
business relationships
403-8 Workers covered by an occupational health Occupational health and safety 11.99
and safety management system
403-9 Work-related injuries Occupational health and safety 11.9.10
403-10 Work-related ill health Occupational health and safety 119.11
3.3 Management approach Development of employee competence and qualified
Employee future workforce
competence, . : ) Programmes for upgrading employee skills Development of employee competence and qualified
qualified future 404 Training and education w0A-2 and transition assistance programmes future workforce LLe7s
workforce . .
404-3 Percentage of employees receiving regular Development of employee competence and qualified
performance and career development reviews | future workforce
_ Employee relations, employee inclusion and
Fair and 3-3  Management approach volvement
transparent _ _ _
remuneration - Conexus-specific indicator CXS-2 Remuneration Employee relations, employee inclusion and

involvement




Employee relations, employee inclusion and

Employee 2 WIgnEgEMERt ClRRreeiE involvement
inclusion and : : . : .
: hal Diversity and Equal ) : : : Employee relations, employee inclusion and
Workplace dlveflry in the 405 ety 405-1 Diversity of governance bodies and employees volvement 11.11.5
workplace : TR :
406  Non-discrimination 406-1 InC|_dents of Cliserimineiien emel cemeatye Equal and fair treatment 11.11.7
actions taken
Tronspor_ent_ 3-3 Management approach Transparency and stakeholder involvement
communication
and stakeholder o o _
involvement - Conexus-specific indicator CXS-3  Transparent communication Transparency and stakeholder involvement
Sustainable 3-3 Management approach Sustainable procurement
purchasing 204 Procurement practices 204-1 Proportion of spending on local suppliers Sustainable procurement 11.14.6
Supplier Environmental ) New suppliers that were screened using :
Governance 308 Assessment 308-1 L nvironmental criteriaietekmes kritérijiem SUSHTEIEIOIE ProgUrEment
3-3 Management approach Ethics and prevention of corruption
Fair and ethical | 205  Anti-corruption 205-1 cC:)oprftzOFtli(c))rr:S assessed for risks related to Ethics and prevention of corruption 11.20.2
management, C P cqti d traini bout
prevention of 205-2 ormunication and training abou Ethics and prevention of corruption 11.20.3
corruption anti-corruption policies and procedures
205-3 Confirmed incidents of corruption and actions Ethics and prevention of corruption 11.20.4

taken

GRI'11

11.16,11.1.7,11.2.2,,11.2.3,11.2.4,11.4.1,11.42,11.4.3,11.44,11.45,11.5.2,11.5.6,
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11.21.5,11.21.6,11.21.7,11.21.8,11.22.1,11.22.2

During determination of material aspects, the respective aspects were not deemed material. Therefore
the listed topics were determined not applicable to the Company’ operations or sufficient disclosures
have been made on other relevant topics.
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GRI 2-1, 2-3, 2-5, 2-6

Company AS “Conexus Baltic Grid”
Registration number 40203041605
LEI code 485100YDVPOEBGT6EP)90

Date and place of registration  Riga, 2 January 2017

Address Stigu iela 14, Riga, LV-1021, Latvia
Website www.conexus.lv
Major shareholders AS “Augstsprieguma tikls” (68,46 %)
“MM Infrastructure Investments Europe Limited” (29,06 %)
Reporting period 1 January 2022 — 31 December 2022
Sustainability report The Sustainability report for 2022 has been prepared in accordance with the requirements of the Global

Reporting Initiative (GRI) standards. The reporting frequency is annual. The reporting process is described in
the section “Conexus’ strategic sustainability framework”

Financial statements The Financial statements for 2022 have been prepared in accordance with International Financial Reporting
Standards as adopted by the European Union (IFRS)

Comparative data period 1 January 2021 - 31 December 2021

Contact information Email address for sustainability report suggestions and questions: info@conexus.lv

Independent auditor 's Independent Limited Assurance Report on Sustainability report 2022 has been provided by

declaration SIA “PricewaterhouseCoopers”

Independent Auditor’s Report on the Financial statements 2022 has been provided by
SIA “PricewaterhouseCoopers”

Report format The Sustainability and annual report is published on the Conexus website www.conexus.lv on 28 April 2023
(in Latvian and in English)




AS “Conexus Baltic Grid” is an independent operator of a unified na-
tural gas transmission and storage system in Latvia, managing one
of the most advanced natural gas storage facilities in Europe, i.e., In-
cukalns UGS and the main natural gas transmission system connec-
ting the Latvian natural gas market with Lithuania and Estonia.

The customers of Conexus — users of the natural gas transmission and
storage system — come from several countries of the Baltic Sea region
(Finland, Estonia, Latvia, Lithuania and Poland), as well as from other
Furopean countries (Norway, the Czech Republic and Switzerland).
The users are both private and state-owned, local and internatio-
nal companies, and represent different business sectors: natural gas
wholesalers and retailers, energy producers, heating operators and
production companies.

The natural gas transmission and storage services provided by Co-
nexus are regulated by the Public Utilities Commission (hereinafter
“PUC", “the Regulator”).

Conexus ensures the sustainability and safety of the infrastructure
and highest quality of service, which promotes the development of
the market and provides economic benefits to customers and society
as a whole.

Conexus is a socially responsible company that creates added eco-
nomic value, provides for the overall development of the industry, the
professional development of employees, sustainable employment, at
the same time keeping the impact of technological processes on the
environment to the minimum.
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MEDIUM-TERM STRATEGY

In accordance with the main objective of the European Green Deal?,
climate neutrality i.e. an economy with zero net greenhouse emissions
isto be achieved by 2050. All parts of society and economy sector play
arole, including the gas sector, with its determined aim of phasing out
natural gas to the extent that does not hinder the competition of the
region and, at the same time, provides a maximum progress towards
a decarbonized gas market. Gas grids and related infrastructure will
be an important element for achieving climate neutrality.

The Russian invasion of Ukraine completely changed the landscape
of European natural gas industry, including Latvia, which banned
Russian natural gas imports for domestic usage starting from 1 Ja-
nuary 2023. These circumstances created new challenges related to
natural gas import sources and business processes, making the se-
curity of supply the most important dimension of gas sector both on
national and regional level.

Considering the significant occurrences in the natural gas sector,
Conexusupdatedthestrategicdirectionsandprioritiesofthe Company.
Themedium-term strategy for 2023-2027/ sets strategic goals, defines
medium-term priorities and the set of measures for achievement of
the goals set by Conexus, which will ensure sustainable development
of the company.

The strategic framework of the Company consists of the Company’s
values, mission, vision and strategic objectives. To define future
priorities and strategic directions, it is important for the Company
to define the motivation and future ambitions, while observing the
principles of sustainability and the existing regulatory framework.
Conexus’ values, mission and vision set a moral compass for its
strategic objectives, which will be achieved through a variety of
strategic initiatives.

Ihttps://commission.europa.eu/strategy-and-policy/priorities-2019-2024/eyropean-green-deal_lv

.........
S
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WHO DO WE WANT TO BE?

Vision ey
Sustainable gas transmission
and storage operator in

M ISSION regionally integrated energy

market.

WHY DO WE EXIST?

To ensure reliable operation of
gas transmission and storage
yh promotion of energy
decarbonization and
evelopment.

WHAT IS IMPORTAN

It is important for us to have We value employees’ competence, We support each other in decision making,
a secure and reliable gas knowledge, professional experience, we listen and search for common solutions
transmission and storage. and orientation towards development. internally, working with clients and partners.

12



For the strategic planning period, Conexus

directions:

MARKET
DEVELOPMENT

INFRASTRUCTURE
SAFETY AND SECURITY
OF SUPPLY

SUSTAINABILITY

2~

Promote development
and further integra-
tion of gas market, in-
cluding promotion for
growth of biomethane,
hydrogen and other
gaseous energy carri-
ers’ markets

Ensure available and

secure gas transmis-
sion and storage infra-
structure, at the same
time researching and
promoting adaptation

options for injection of
other gaseous energy
carriers

Focus on climate
and environmental
sustainability aspects

has identified strategic targets in three

e Facilitate integration of the regional market

e Promote cooperation with other regional
transmission system operators (TSOs), devel-
oping a unified position regarding the integration
of biogas and hydrogen into the transmission
networks, by supporting biomethane injection
into transmission network

e Further development of Incukalns UGS ser-
vices by securing flexibility and compression
withdrawal option

Alongside strategic targets, Conexus has defined three horizontal targets
closely related to and enhancing the achievement of all planned medium-
term activities. These horizontal targets complement the strategic objectives
and contribute to their implementation.

e Implement projects of common interests

e Execution of R&D projects to identify techni-
cal options and necessary investments for retro-
fitting or repurposing existing infrastructure for
blending gas with hydrogen or for pure hydrogen
usage, including building a dedicated hydrogen
infrastructure.

e Asset management based on future
challenges

Focus on
organizational
development and
efficiency

By focusing on sustainability, Conexus will focus
on environmental aspects:

e E — regional market integration that supports
renewable gas development, secure transmis-
sion and storage infrastructure, while focusing
on NOx and GHG (greenhouse gas) emission re-
duction

e S — safety-oriented culture, professional and
development-oriented team

e G—compliance with the Latvian Corporate Gov-
ernance Code

Digitalisation and
cybersecurity

Professional and
development-
oriented team

Conexus will facilitate funding opportunities
as well as increase operational efficiency.

Conexus will continue digitization projects
focusing on operational technology, physical
security, fire safety and cybersecurity.

Conexus’ value is a professional team, there-
fore the Company will devise a development
programme which will provide opportunity
for employees to develop skills by creating
individual development plans. Learning new
skills will be promoted in order to adapt to re-
newable gas technologies, as well as trans-
fer of skills and knowledge from experienced
employees to new ones. To promote the pro-
fessional development of the team, Conexus
will create a competitive and flexible remu-
neration system.

13



Stakeholders’ benefits from Conexus’ strategic activities:

GAS USERS

e Infrastructure adaptation for
development of renewable gases
e Safe and secure supply of gas

TARGETS

e Development of plans,
regulations, etc. for promotion of
renewable gases

e Number of incidents and gas
supply interruptions

INDICATORS

e No major incidents, no gas flow
interruptions for end users

e Available infrastructure for
injection, transmission and
storage of biomethane

e Finished research on potential to
inject hydrogen in the gas
system

RESULTS IN
2027 AND
BEYOND

SYSTEM USERS

e More appealing and elastic
storage products

e Proper and timely information on
current and upcoming events
and changes

e More capacity available at
interconnection points

e New storage products

e InCukalns UGS and ELLI
enhancement projects completed

e Public consultations on relevant
topics

e Explanatory information and
events

e Deeper market intergration

e Higher capacities at
Interconnection points

e Improved characteristics of
storage products

e Compression withdrawal
provided in Incukalns UGS

e | ess administrative burden

e Profitable operations and
predictable dividends

e Updated approach to asset
management adjusted for future
challenges

e New financing sources

e Net profit (EUR)

e Dividend pay-out ratio

e Asset management policy

e Financial instruments issued by
Conexus

e Fully collected allowed revenue
and ROE achieved during
strategy period at peers level

e Reviewed and updated asset
management policy

e Dividends paid according to
Dividend policy

e Presence in capital markets

e Secure and reliable energy
supply

e Reduced Conexus environmental
impact according to economical
and technical options

e Gas infrastructure adaption
to renewable gases to promote
state’s goals of GHG emission
reduction and other
environmental targets

e Emissions (CH,, NO_, CO,) from
technological processes

e Undisrupted gas flow

e \VVolume of renewable gas
transportes or stored in Conexus
infrastructure

e Completed InCukalns UGS
enhancement project

e Secured national gas demand

e Availability and technical support
for injection of biomethane

e Solar generation plant in the
InCukalns UGS

e Clarity on possibilities to inject
hydrogen into the existing gas
infrastructure

e Emission of GHG and NO,
reduced in tchnological
processes according targets

INVESTORS SOCIETY EMPLOYEES

e Safe and digitally advanced
workplace

e Professional development of
employees

e Retaining skills and knowledge in
the organisation

e Competitive and flexible
remuneration system

e Health & safety indicators

e Training courses participation
rate

e Digitalization and cybersecurity
projects

e Company is able to attract
necessary industry professionals

e Zero serious safety incidence

e Developed lifelong learning and
competence programs and high
participation rate

e Completed key digitalization
projects

e Professional staff employed

14



THE COMPANY'S
MANAGEMENT
AND STRUCTURE

GRI 2-9

The governance of Conexus is implemented by the shareholder me-
eting, the Council and the Management Board based on the external
regulations, Conexus’ Articles of Association, regulations, resolutions,
medium-term strategy, business plan, objectives and budget of the
shareholder meeting, the Council and the Management Board. With
the governanceresponsibilities fully lying with the Management Board
and the Council, Conexus has not established separate committee.
The corporate governance framework is shaped by Conexus’ Corpo-
rate governance policy. This sets out the key principles for Conexus’
effective and sustainable corporate governance and transparency.
The corporate governance framework is also determined by the ap-
proved Conexus Risk management policy, which aims to establish a
common risk management framework to identify and manage key
factors negatively impacting Conexus’ business in a timely manner to
ensure achievement of strategic objectives and successful develop-
ment, and to minimise potential losses or reputational damage.



Organisational structure

BOARD

Internal Audit department

MEMBER OF THE BOARD CHAIRMAN OF THE BOARD MEMBER OF THE BOARD
(CTO) (CEO) (CFO)

Gas Transmission Information Technology Security division Risk Management Officer

~ Transmission Analytics and Planning Service Corporate Strategy division Division of Planning and Analysis

e System Control Centre Personnel division Division of Financial Accounting

| Service of Electrochemical Protection Communication division Information Technology department

m— Line Maintenance Service . - . L : :
Commercial division ~—  Division of Information technology operation

~— Communications and Telemechanics service . :
Legal department ~— Division of Information technology development

Service of Gas Regulation Stations (GRS) L ~ Division of Operational Technology Maintenance
S — Legal division
Incukalns Underground Gas Storage Regulotory Affairs Legal AR Facilities Support depqrtment

p— Technological Process Support Service p— Procurement division — Warehousing and Supply division

— Dispatching Service ~— Document and Archive Management division e Property Management division

S — Geological Service Technical Development and Investments department Division of Technical Rule.s gnd Protection

E— m—— Zones Supervision
—_— as Deposit Area Service
- — Technical Development division

— Gas Compressors Service Transport department
e Project Management office

—_— Power Systems Service _ — ——
~—  Technological Process Monitoring division

~— Division of Gas Accounting and Metrology

Environment and Labour Safety department

~—Division of Labour Safety and Technical Control
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—_— Environment Safety division




Shareholders and meeting
of shareholders

GRI 2-9

The most important management body of Conexus is the shareholder
meeting, which appoints the Council of Conexus.

Conexus is a closed joint stock company with 100% registered shares. The
total number of sharesis 39 /86 089, their nominal value is 1 EUR, one share
grants its holder one vote at the General Meeting of Shareholders. The total
number of shareholders exceeds 4,8 thousand. 9/7.52 % of the total number
of shares belong to the two largest shareholders - AS Augstsprieguma tikls
(68.46 %) and MM Infrastructure Investments Europe Limited (29.06 %).

Conexus’ shareholders register is maintained electronically, which is ensured
by Nasdaqg CSD SE in accordance with the concluded agreement.

Shareholders as at 31 December 2022:

AS ,AUGSTSPRIEGUMA TIKLS” \_ 68,46%

MM INFRASTRUCTURE o
INVESTMENTS EUROPE LIMITED N\ 29,06%

PARE]JIE AKCIONARI . 2,48%




The main responsibilities of the
shareholder meeting:

¢

to approve the annual report and decide on the
use of the profit of the previous year;

to approve Conexus Articles of Association,
Board and Council Remuneration Policy and
amendments to these documents;

to decide on increasing or decreasing the share
capital of Conexus;
to elect and recall the Council;

to elect the auditor.

Taking into account the spread of Covid-19 infection and
In our effort to protect health of shareholders, un Conexus
staff and public health in general, all the shareholders
were invited to participate at the shareholder meeting
in writing by filling in a voting form before the meeting
which was sent together with the notice of the meeting.
In 2022, the shareholder meeting was organised on-site
with a possibility for the shareholders to participate at
the meeting also remotely. In order to provide every sha-
reholder with an opportunity to ask questions, as well as
to receive impartial and comprehensive information for
voting before the meeting, in 2022, a remote preliminary
meeting was organised. Conexus provides its sharehol-
ders with communication in Latvian and English using
also various digital solutions.




Councill

GRI 2-9, 2-10, 2-11, 2-12, 2-13, 2-14, 2-16, 2-17, 2-18

The Council of Conexus represents the interests of shareholders
between shareholder meetings and oversees the activities of the Ma-
nagement Board of Conexus. The operating principles of the Council
of Conexus and primary responsibilities of the Council of Conexus are
set forth in the Articles of Association and the Council Regulation.
The duties and responsibilities of the Council of Conexus are regula-
ted by law. The Council has not established separate committees.

Members of the Council of Conexus are elected according to the pro-
cedures provided by the Commercial Law, with the members of the
Council being nominated by both major shareholders (AS “Augst-
sprieguma tikls” and “MM Infrastructure Investments Europe Limited”)
according to the percentage of shares held. In conformity with the
obligation set out in the Cabinet of Ministers’ regulation No. 175 “Re-
gulations regarding the Corporate Governance Recommendations
applicable to a public person in a capital company and a publicly pri-
vate capital company” dated 15 March 2022, issued on the basis of
the Law on the management of capital companies, the major share-
holder of Conexus — AS “Augstsprieguma tikls” — applies the Latvian
Corporate Governance Code, which also stipulates the principles for
election of council members: principle of ensuring an appropriate set
of expertise and experience and the principle of diversity. According
to the regulation of the law and Clauses 15.1.6 and 15.1.7 of the
Company’s majority shareholder’s AS “Augstsprieguma tikls” Corpo-
rate Governance Policy, within the selection and nomination process
of members of the Council, the AS “Augstsprieguma tikls” follows the
binding laws, as well as the principles of good practice of corporate
governance ensuring open, fair and professional selection of mem-

bers of the Council, thus facilitating establishment of professional and
competent management body of the Company.

More than a half of the Members of the Council of Conexus are to be
considered independent Members of the Council. According to Pa-
ragraph 39 of the Conexus Council Regulation, where conflict of in-
terest occurs, the respective member of the Council does not take
part in the voting on the respective matter in the agenda and their
participation at the meeting is not taken into account when determi-
ning quorum for deciding on the matter in question. Furthermore, if @
member of the Council fails to comply with these requirements, they
are responsible for the losses caused to the Company. During the
reporting period, the Council has not decided on any matters where
conflict of interest of any member of the Council would have occurred.

According to the Articles of Association of Conexus, the Council ap-
proves medium-term business strategy of Conexus and overviews
implementation thereof. During the reporting period, the Council has
examined and approved medium-term business strategy of Conexus
2023-2027 (hereinafter referred to as — the new strategy) with the
set material sustainability fields (materiality matrix) with active parti-
cipation in the strategy development process, including, additionally
to the current Council meetings, in the session of sustainability work
organised with the Board of Conexus and the responsible heads of
the structural units and in the session of new strategy work by con-
tributing to directing the development of the new strategy, including
in the definition of Connexus objectives, values and mission related
to sustainable development. During the reporting period, two day se-
minar was also organised for the Members of the Council of Conexus




on the current operational matters of Conexus, including matters of sustainable development and
emissions. The Council also approves the annual Sustainability Reports of Conexus. The Council
of Conexus has set sustainable (green) initiatives to be implemented as one of the indicators of
the strategic objective both for 2022 and 2023, as well as defined the security and integrity indi-
cators to be achieved. For the year of 2023, the Council of Conexus has additionally defined also
the crisis management indicator to provide residents of Latvia with natural gas.

In order to ensure successful implementation of medium-term business strategy, every year, ma-
terial Conexus performance indicators are set, which are subsequently approved by the Council
and the achievement of which is responsibility of the Board of Conexus. Overall, performance of
the performance indicators are assessed on annual basis, together with the approval of the an-
nual report to assess performance of the Board, additionally, according to the Board Regulation of
Conexus, the Council is provided with information on financial performance and material events
at Conexus on monthly basis, whereas, a written report on material events at Conexus and the
progress of performance of the objectives set by Conexus for the current meetings of the Council
of Conexus is prepared on quarterly basis. According to the Commercial Law, the Board of Co-
nexus is responsible for the management of the Conexus impact aspects. The Council of Conexus
has approved the Board Regulation of Conexus, which defines general management of Conexus
(including management of the Conexus impact aspects) as one of the key areas of competence
of the Chairman of the Board of Conexus).

According to the Conexus Council Regulation, the Council conducts self-assessment of the Coun-
cil performance on annual basis and examine results in the Council meeting. In 2022, the Council
performance in 2021 was assessed, based on the criteria and good practice stipulated in the Cor-
porate Governance Code of Latvia, assessing composition and performance of the Council, and
organisation of meetings, whereas, the Council achievements of the reporting period will be as-
sessed in March 2023. Average self-assessment for the performance in 2021, conducted by the
Council of Conexus in 2022, is high. Self-assessment was conducted by filling in questionnaires
and examining summary of anonymised results in the Council meeting. Based on the proposals
expressed by the Members of the Council during the assessment, several awareness-raising se-
minars were organised for the Members of the Council in 2022, for example, about sustainability
matters.




During the reporting period, there were changes in the composition of the Council of Conexus.

Term of office from 28 April 2022 until 27 April 2025

(Since (Since (Since . (Since

3 January 30 April 28 April " e 0 12 May

2018) 2020) 2022) ' 2021)
ILMARS éNUCINS TOMOHIDE GOTO VIKTORS SENTUHOVSKIS
Chairman of the Council Vice-Chairman Member of the Council

of the Council

gSOirKSril gs(;r:&zgril
. 2020) 2020)

/a >/

ZANE ABOLINA YUKIKO FUJII NORMUNDS SUKSTS

Member of the Council Member of the Council Member of the Council
. Term of office until 28 April 2022

ILMARS §NUCINS TOMOHIDE GOTO ZANE ABOLINA ILZE ALEKSANDROVICA

Chairman of the Council Vice-Chairman of the Council Member of the Council Member of the Council

(siir:mcceogrjgirlmuary 2018) (;?n(ég%%clpril 2020) \ gageoggcgpril 2020) \ girr‘mceoggcgpril 2020)
NORMUNDS SUKSTS TAKUMI SASAKI VIKTORS SENTUHOVSKIS
Member of the Council Member of the Council Member of the Council
(in Council (In Council (In Council

since 30 April 2020) since 12 May 2021) since 12 May 2021)




ILMARS
SNUCINS

AS “CONEXUS BALTIC GRID”
CHAIRMAN OF THE COUNCIL

Bornin 1974

WORK EXPERIENCE

Since 2018 AS “Conexus Baltic Grid” —
Member of the Council (Chairman
of the Council since 2020)

Ministry of Finance —

Deputy State Secretary in tax,
customs and accounting issues
Ministry of Finance - Director of
Tax Analysis Department
Ministry of Finance — Deputy
Director of Economy Analysis
and Fiscal Politics Department
Ministry of Finance - Head of
the Macroeconomics Division of
Economic Analysis and Fiscal
Policy Department

EDUCATION
1999

Since 2012

2010-2013

2006-2010

1999-2006

Master’s degree, Faculty of
Economics and Management of
University of Latvia

Guest studies at University
St.Gallen (Switzerland)

Does not hold shares in
AS “Conexus Baltic Grid”.

1997-1998

4y

TOMOHIDE

GOTO

AS “CONEXUS BALTIC GRID”
VICE-CHAIRMAN OF THE
COUNCIL

Born in 1969

WORK EXPERIENCE

Since 2020

Since 2019

2016-2018

2013-2016

2001-2012

2000-2001

1992-1999

AS "Conexus Baltic Grid" —
Vice-Chairman of the Council

MM Capital Partners Co., Ltd. -
President and CEO (Tokyo)

Marubeni Europe Plc. — General
Manager, Transport Infrastructure
(London)

Marubeni Corporation — General
Manager, Transport Infrastructure
(Tokyo)

Marubeni Corporation — General
Manager, Heavy Machinery &
Natural Resources (Tokyo)

American Iron Oxide Company

— Vice President of Finance
(Pennsylvania)

Marubeni Corporation — Assistant

Manager, Heavy Machinery Plant
(Tokyo)

EDUCATION

1987-1992 Bachelor’s degree in Economics,
Kobe University (Kobe)

Does not hold shares in AS “Conexus Baltic
Grid”. Independent member of the Council.

ZANE
ABOLINA

AS “CONEXUS BALTIC GRID”
MEMBER OF THE COUNCIL

Born in 1987

WORK EXPERIENCE

Since 2020

Since 2017

2016-2017

2012-2016

2010-2012

2007-2010

AS “Conexus Baltic Grid” —
Member of the Council

AS “Augstsprieguma tikls” —
Head of Regulatory Affairs unit
State Railway Administration

— Deputy Director of the
administration

Public Utilities Commission —
Head of Railway Transport division
Ministry of Economics —

Senior Desk Officer, EU Funds
Implementation department
Ministry of Economics — Senior
Desk Officer, Energy department

EDUCATION

2013-2015

2010-2012

2006-2009

Master’s degree in Managing
Enterprises and Institutions, Riga
Technical University

Professional Master’s degree in
Law, University of Latvia

Bachelor's degree in Law,

YUKIKO

FUJII

AS “CONEXUS BALTIC GRID”
MEMBER OF THE COUNCIL

Bornin 1976

WORK EXPERIENCE

Since 2022

Since 2019

2017-2018

2013-2016

2010-2012

2008-2009

2004-2007

2001-2003

AS “Conexus Baltic Grid” — Member of
the Council

MM Capital Partners Co., Ltd. — CFO
(Tokyo)

Marubeni Corporation — General
Manager, Plant Asset Management
Section, Power Division (Tokyo)

Marubeni Corporation — Deputy
General Manager, Investment team in
Transport Infrastructure Dep. (Tokyo)

CFMC Management Company —
Financial and Commercial Manager
(Sydney)

Marubeni Corporation — Manager,
Investment team in Transport
Infrastructure Dep. (Tokyo)

Marubeni Corporation — Manager,
Structured Finance team in Finance
Dep. (Tokyo)

Marubeni Corporation — Assistant
Manager, Risk Management team in

IVARS
MOISE]S

AS “CONEXUS BALTIC GRID”
MEMBER OF THE COUNCIL

Bornin 1970

WORK EXPERIENCE

Since 2022

Since 2013

2000-2013

1999-2000

1992-1999

AS "Conexus Baltic Grid" —
Member of the Council

AS “Augstsprieguma tikls” —
Head of Dispatching Service

AS “Augstsprieguma tikls” —
Senior Dispatcher, Lead Dispatcher

PVAS “Latvenergo”, branch
“Augstsprieguma tikls”, Senior
on-call Dispatcher

VAS “Latvenergo” Central
Dispatching Service, Engineer,
Dispatcher

EDUCATION

1988-1993

Bachelor’s degree in Electrical
engineering, qualification of
electrical engineer, Riga Technical
University

University of Latvia

Does not hold shares in
AS “Conexus Baltic Grid”.

IT Dep. (Tokyo)
EDUCATION

2000-2001 Master’s degree in International
Studies, Tokyo University (Japan)

1995-1999 Bachelor’s degree in Civil
Engineering, Tokyo University (Japan)

Does not hold shares in AS “Conexus Baltic
Grid”. Independent member of the Council.

Does not hold shares in
AS “Conexus Baltic Grid™.

VIKTORS
SENTUHOVSKIS

AS “CONEXUS BALTIC GRID”
MEMBER OF THE COUNCIL

Born in 1984

WORK EXPERIENCE

Since 2021

Since 2020

Since 2020

2011-2020

2010-2011

2009-2010
2008-2009

AS "Conexus Baltic Grid" —
Member of the Council

VSE Advisory SIA — Independent

Advisor to MM Capital Partners Co.,

Ltd.

Liepaja Bulk Terminal, LSEZ,
SIA — Member of the Board,
Head of Business Development
and Investments

EY — Senior Manager, Transaction
Advisory and M&A

Baltic International Bank —
Head of Investment Department

Maximus Advisors — Director

KPMG — Associate, Corporate
finance (Budapest)

EDUCATION

2002-2006

Bachelor's degree in Business
Administration and Finance,

4%
NORMUNDS
SUKSTS

AS “CONEXUS BALTIC GRID”
MEMBER OF THE COUNCIL

Bornin 1973

WORK EXPERIENCE

Since 2020

2019-2019

2003-2013

2008-2011

2001-2002

AS “Conexus Baltic Grid” —
Member of the Council

AS AIF “Hipo Fondi aktivu
parvalde” — Chairman of the Board
VAS “Latvijas Hipoteku un

zemes banka™- Head of Finance
Management department

AS IPS "Hipo Fondi” -

Chairman of the Board

AS “Latvijas Centralais
depozitarijs” -

Member of the Council

EDUCATION

2015

Chartered Financial Analyst (CFA),
CFA Institute

1998 Master’s degree in Economics and
Management, University of Latvia
1996 Bachelor's degree in Economics

and Management, University of

International University Concordia
Audentes (Estonia)

Does not hold shares in AS “Conexus Baltic
Grid”. Independent member of the Council.

Latvia

Does not hold shares in AS “Conexus Baltic
Grid”. Independent member of the Council.




Management Board

GRI 2-9, 2-10, 2-11, 2-12, 2-13

Operational governance of Conexus on a day-to-day basis is imple-
mented by its executive body, the Management Board. The operation
of the Management Board of Conexus is implemented by three mem-
bers. The members of the Management Board are elected by the Coun-
cil of Conexus and define their main competences: the Chairman of
the Management Board (Chief Executive Officer), one member of the
Management Board (Chief Financial Officer) and another member of
the Management Board (Financial Director). The division of the main
and other responsibilities of the members of the Management Board
Is determined by the organizational structure of Conexus. The duties

and responsibilities of the Management Board of Conexus are regula-
ted by law. The principles of operation of the Management Board and
the main responsibilities are set out in the Articles of Association and
the Board Regulation. The members of the Management Board jointly
manage Conexus and are independent in their decision-making. Two
members of the Management Board are authorised to jointly repre-
sent Conexus. The members of the Management Board comply with
the restrictions imposed on them by law with regard to entering into
transactions, holding positions, and shareholdings in other commer-
cial companies.

The main duties of the Management Board
of Conexus are to:

¢ manage and represent Conexus;

¢ manage Conexus property;
¢ develop proposals for Conexus' medium-term business strategy and business plan;

¢ implement Conexus management and implementation policies,
medium-term business strategy, business plan;

¢ ensure that the operational objectives for Conexus set for the current
year and approved by the Management Board are met;

¢ prepare reports for the Conexus Council and the shareholder
meeting on the activities of Conexus;

¢ be responsible for the operation of Conexus.




Structural units forming the organizational structu-
re of Conexus are made according to the division of
competences of the Members of the Management
Board and subordinated thereto. Each structural
unit has its own Regulation to follow, approved by
the Board. Regulation of the Structural Unit lays
down the structural unit’'s subordination, objection,
structure, organisation of work, tasks, rights, duties
and responsibilities of the head of structural unit.
According to the Regulations of the Structural Units,
head of the structural unit is obliged to prepare and
provide reports regarding fulfilment of the tasks as-
signed to the structural unit.

Every month, the Board is provided with reports on
commercial and balancing activities, as well as fi-
nancial performance of Conexus. Every quarter, the
Board examines such reports in the fields material
for the Company’s operation, for example, on the
key performance indicators (KPI) of Incukalns un-
derground gas storage and gas transmission, con-
taining various indicators including environmental
and staff qualification indicators; on security indi-
cators — accidents at work, registered environmen-
tal incidents, unauthorised and unlawful activities
in the infrastructure objects; on the progress of the
investment and information technology projects
implemented by Conexus.

Management of sustainability aspects at Conexus
is provided by multiple structural units according to
their division of competences, which are subordi-
nated to the Chairman of the Board.

ULDIS
BARISS

AS “CONEXUS BALTIC GRID”
CHAIRMAN OF THE BOARD

Born in 1965

valde@conexus.lv

WORK EXPERIENCE

Since 2020
2013-2020
2010-2020
2010-2020
2005-2020
2005

2002-2004
1996-2002

AS "Conexus Baltic Grid" - Chairman of the Board
AS "Latvenergo" — Chief Commercial Director
“Elektrum Eesti” OU — Chairman of the Council
“Elektrum Lietuva” UAB — Chairman of the Council
AS “Latvenergo” — Member of the Board

AS “Latvenergo” — Project Director for Distribution
Network Reorganization

AS “Latvenergo” — Director of Economics Department

SIA “Lattelekom™- Head of Financial Planning and
Control Department, Head of Management
Accounting Sector

EDUCATION

2017
2008

2004

Doctor of Science degree, Riga Technical University

Master of Business Administration, Stockholm School
of Economics in Riga

Master's degree in Economics, University of Latvia

Term of office: 16.11.2020-15.11.2023

Does not hold shares in AS “Conexus Baltic Grid”.

GINTS

FREIBERGS
AS “CONEXUS BALTIC GRID”
MEMBER OF THE BOARD

Born in 1959

valde@conexus.lv

WORK EXPERIENCE

Since 2016 AS "Conexus Baltic Grid" — Member of the Board
1997 - 2017 AS “Latvijas Gaze” — Member of the Board

Since 1984 Employed in gas industry

EDUCATION
1984 Engineer, thermal energy industry, Riga Polytechnic
Institute

Term of office: 01.01.2021-31.12.2023
(previous term of office: 22.12.2016.-31.12.2020.).

Holds 416 shares in AS “Conexus Baltic Grid”.

MARTINS
GODE

AS “CONEXUS BALTIC GRID”
MEMBER OF THE BOARD

Bornin 1976

valde@conexus.lv

WORK EXPERIENCE

Since 2018 AS "Conexus Baltic Grid" — Member of the Board

2017 SIA “Narvesen Baltija” — Finance Director
2005 - 2017 SIA "LMT Grupa” - Director of Finance Management
Division

2000 - 2005 SIA “Latvijas Mobilais Telefons” — Head of Management
Accounting Division

1998 - 2000 SIA “Latvijas Mobilais Telefons” — Financial Analyst
1996 - 1998 SIA "Lattelecom" — Financial Analyst

EDUCATION

2008 Professional Master’s degree in Business Administration —
Stockholm School of Economics in Riga

2002 Master’s degree in Economics, University of Latvia

2000 Bachelor's degree in Economics, University of Latvia

1995 - 1997 Business management study programme, Stockholm Scho-

ol of Economics in Riga

Term of office: 01.01.2021-31.12.2023
(previous term of office: 31.12.2017.-31.12.2020.).

Does not hold shares in AS “Conexus Baltic Grid”.
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the Management Board

GRI 2-19

The remuneration and compensation of the members of the Management Board is
determined by the Council of Conexus, taking into account the Company’s Board
and Council remuneration policy, the principles laid down in the Law on Gover-
nance of Capital Shares of a Public Person and Capital Companies, as well as the
maximum amounts specified in the Cabinet of Ministers’ regulation issued based
on the aforementioned law, balancing the amount of remuneration with the scope
of responsibilities of the Members of the Management Board. The remuneration
of the Members of the Council is determined by the shareholders of the Company,
making a relevant decision and considering the aforementioned internal and ex-
ternal laws. All the resolutions of the shareholder meeting are publicly available on
the Company’s website. Information on the remuneration of the Company’s Mana-
gement Board and Council is published in the Company’s annual report. Variable
part of the remuneration is disbursed taking into account results of the audited
annual report of the previous financial year and achievement of the performance
indicators set for the Company. Amount of the remuneration is set by a resolution
of the Company’s Council (in relation to the Board) and the Company’s current
shareholder meeting (in relation to the Council).

The Conexus Board and Council remuneration policy stipulates the Board and
Council members’ fixed and variable pay. Board member’s contract additionally
stipulates termination payments and contributions to the private pension plan.

In accordance with Board and Council remuneration policy, the remuneration sys-
tem is designed to ensure the competencies required to achieve the Company's
objectives, promoting the implementation of the Company's mission, vision and
strategy, renumeration system balance and competitiveness. The remuneration
system is based on the following basic principles:

Remuneration policy of the Council and

@ fairness

@ competitiveness
@ transparency

@ motivation

Management agreements are concluded with the members of the Management Board.
Remuneration of the members of the Council is set by the shareholder meeting. The rules
of the Collective Agreement do not apply to the members of the Management Board and
the Council.

Remuneration paid to the Members of the Council for 2022 has been paid pro rate to
the period of service. The remuneration paid in 2022 to the Members of the Councll
Takumi Sasaki and lize Aleksandrovica, who were in office until 27 April 2022, was
EUR 8,956.29 for each of them; the remuneration paid to the Members of the Councill, in
office from 28 April 2022 — Yukiko Fujii and Ivars Moisejs —was EUR 18,643.71 and EUR
18,430.02, respectively; the remuneration paid to the Deputy Chairman of the Council
Tomohide Goto — EUR 27,840.00; to the Member of the Council Viktors Sentuhovskis
~ EUR 26,723.81; to the Members of the Council Normunds Suksts and Zane Abolina —
EUR 27,600.00 for each of them.

The remuneration paid to the Chairman of the Management Board Uldis Bariss for 2022
was EUR 161,400.00; to the members of the Management Board Gints Freibergs and
Martins Gode — EUR 146,100.00 for each of them.




Corporate governance

GRI 2-12, 2-23, 2-24

The Company ensures corporate governance according to the regulatory
enactments in force in the European Union and the Republic of Latvia, including
The Commercial Law, the Law on Governance of Capital Shares of a Public
Person and Capital Companies, the Labour Law, as well as the following
corporate governance principles: sustainable development, openness and
transparency,compliance, performance, horizontal cooperation, professionalism,
initiative, growth, four eyes principle, ethics, equal opportunities, stakeholder
communication, high-quality internal communication and trustworthy external
communication.

In order to ensure good corporate governance, in accordance with the Corporate
Governance Code of Latvia and good practice, during the previous reporting
period, Conexus' key documents and policies were revised, whereas, in 2022,
attention was paid to implementation of the new regulation and supervision of
the implementation.

Conexus policies and otherinternal enactments stipulate the personsresponsible
for the implementation and supervision of policies, as well as set the deadlines
for restoration of policies. In general, implementation of policies in the Company
is the Management Board's responsibility (except for the Company’s Internal
Audit Policy, the implementation of which is the internal audit structural unit’s
responsibility, and the Company’s Risk Management Policy the implementation
of which is additional responsibility also of the Risk Management Manager),
and so is the restoration of policies (mostly, the term set for revision of policies
has been set at least once in three years), whereas, supervision of policy
iImplementation is implemented by the Council. At the same time, according
to the division of competencies, each policy has its specific Member of the
Management Board who is responsible for the relevant field or who supervises
the Company’s structural unit which proposed preparation of the document and

the responsible person which, according to their competence, is responsible for
the implementation of general principles and guidelines of the relevant policy.
Heads of the Company’s structural units are responsible for the implementation
of the internal control system within the duties and functions delegated thereto
(including for the implementation of policies and other regulatory enactments
in their field of operation), including — governance of the internal control system
is performed by the Management Board, supervision — by the Council, whereas,
system efficiency is supervised by the structural unit responsible for the system
efficiency.

Taking into account the fact that policies determine only the key Company
governance or operating implementation and specific system establishment
principles, for the purpose of introduction thereof, internal requlatory enactments
are issued (regulations, procedures, instructions, including internal regulatory
enactments applicable in business relations with external partners, for example,
procedures for the conclusion of Contracts, procedures for the organisation of
Procurements, procedures for the monitoring of execution of sanctions and
business deals).

Heads of first level structural units inform the Management Board on the
progress towards achievement of goals and key events on weekly basis, in-
cluding in case if problems related to implementation of internal reqgulatory
enactments are detected. Regular meetings of managers with the Manage-
ment Board are also organised to discuss key matters and progress of works.
Matters referring to all the employees are discussed also in the regular online
meetings of the Management Board with the employees. Furthermore, du-
ring the employee performance evaluation on semi-annual basis, one of the
evaluation criteria is compliance with the regulatory enactments and internal
guidelines of structural unit.




According to the list of the Company’s governance processes approved by the Management Board, each
process has a defined process owner, and, if they are concerned, also the applicable Company’s policy. By
developing or amending the internal regulatory enactments to ensure the process, their compliance with
the Company’s basic documents and policies is ensured, including by harmonising these internal regulatory
enactments with the person responsible for the relevant policy. After the entry of a new policy or other
internal requlatory enactment into effect, the person responsible for the relevant process is liable for all
the employees subject to the regulatory enactment to be informed on their duties and rights arising from
the reqgulatory enactment. Training is organised, where necessary, including assessing the necessity for
and format of training (on-site, online, e-training platform Conexus academy) and training regularity. The
Company cooperates with the Riga Technical University (RTU) to improve skills of the Company’s employees
in the specialised educational programmes (see more details in the “Development of employee competence
and qualified future workforce” section). Necessity and efficiency of the training may be assessed based on
whether and how often incompliances in application of internal regulatory enactments are found.

Information on compliance with the principles of human rights can be found in the “Employment relations,
employee inclusion and involvement” and “Equal and fair treatment” sections.

Corporate Governance Code

GRI 2-12,11.20.3

The Company has assessed compliance with the Corporate Governance Code of Latvia?, which was
developed by the Corporate Governance Advisory Board established by the Ministry of Justice. The
Code consists of 17 principles that promote the long-term increase in the Company's value, its efficient
governance and transparency of operations. The Company has concluded that it complies with all the
key aspects. See detailed assessment in Annex No. 1 “Implementation of the Corporate Governance
Code of Latvia”.

2https://www.tm.gov.lv/en/corporate-governance-code?utm_source=https%3A%2F%2Fwww.google.com%?2F
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Internal audit

GRI-2-12

Internal audit department is an independent structural unit of the
Company whose task is to assess and improve the effectiveness of
internal control, risk management and governance processes. Inter-
nal audit is functionally subordinated to the Company’s Council, but
administratively — to the Management Board. The internal audit de-
partment is led by the head of the internal audit department with 17
years of experience in internal audit and education in computer sys-
tems, and one senior auditor with 9 years of experience and educa-
tion in business administration and in management. Once a year, the
internal audit department carries out and evaluation of the needs for
raising competence, planning 10 training days per person. In 2022,
members of the internal audit department participated in training for
an average of 12 days.

The professional guidelines for internal audit are set out in the Internal
Audit Policy, as well as the definition of Internal Audit, approved by
the International Institute of Internal Auditors, the Code of Ethics and
the International Standards on Internal Auditing. Activity of internal
audit covers all the Company’s risks, processes, structural units and
employees.

The audit plan for the current year is prepared based on the perfor-

med risk assessment and the priorities set by the Company’s ma-
nagement, approved by the Company’s Council. Internal audits are
performed in accordance with the International Standards for the
Professional Practice of Internal Auditing. The compliance of the in-
ternal audit activity with these standards is assessed by a qualified
external assessor every five years. Results of the performed inter-
nal audits are reported to the Company’s Management Board, which
prepares plans for the improvement of operations, as well as informs
the Council on the audit results and approved proposals for the im-
provement of the Company’s operations. Internal audit ensures regu-
lar monitoring of implementation of the recommendations.

The internal audit reports annually to the Company’s Management
Board and the Council on its operations. It includes information on the
audits performed, the assessments of the areas audited, the recom-
mendations made, quality assurance of the internal audit, as well as
provides overall opinion on the effectiveness of the internal control and
risk management systems. During 2022, all 8 planned audits were
completed. The results showed that in 91% of the tested processes,
controls were adequate or minor improvements were needed, and in
9% of the processes internal controls needed to be improved. Recom-
mendations are given for improvement and follow-up is performed.




Risk management

GRI 2-24

The Company considers risk management an integral part of the go-
vernance process, which is based on the understanding of each em-
ployee of the Company about the transactions under his / her control
and the risks associated therewith.

The objectives and basic principles of risk management are deter-
mined by the Company’s Risk Management Policy approved by the
Conexus Council in 2021, and the risk management process in the
Company is provided according to the Risk management procedure
approved by the Company’s Management Board in 2022.

The objective of Conexus’ risk management is to establish a common
risk management framework to timely identify and manage key fac-
tors negatively affecting the Company’s operations and loss of signi-
ficant opportunities to ensure achievement of the Company's strate-
gic objectives, successful development and minimization of potential
financial and reputational damage.

Risk management is implemented as a continuous, unified and coor-
dinated process at all levels of the Company, which is integrated both
in the process of strategy development and implementation, and in
day-to-day operations, with the aim of promoting the Company’s
functions, goals and sustainability.

The Company promotes business operations based on fair principles,
compliance with the norms of ethics, as well as takes the actions ne-
cessary to prevent the risks of corrupt and fraudulent activities and
promote the improvement of the control environment.

The Company believes that it uses prudent risk management tech-
niques, supports risk management and an internal control system on
three lines of defence, an effective operating structure, clear objecti-
ves, strategies and guidelines that are appropriate to the Company's
operations and aim to ensure effective overall risk mitigation.

Risk
assessment

Risk
manage-
ment

Risk

identification

In order to ensure effective risk management and monitoring
of internal control system, three lines of defence have been
introduced:

1.First line - primary risk management. The Company’s business
structural units, including Gas Transmission, Incukalns UGS, Infor-
mation Technology Department, Technical Development and In-
vestment Department, are the risk owners and perform primary
risk management within the framework of their area of responsi-
bility, they identify, assess and analyse risks, develop internal con-
trols and ensure compliance therewith, identify and analyse inci-
dents, report the risks;




2.Second line - supervision and control of the risk management
process. The function of supervision and control of the risk ma-
nagement process coordinates and oversees the identified risks,
but there are not always necessarily any risk owners, including
Human Resources Division, Legal Department, Information Tech-
nology Department, Environmental and Occupational Safety De-
partment, Information Technology Security Division, Technical De-
velopment and Investment Department. Supervision and control
of the risk management process is the responsibility of the Risk
Management Manager in the Company.

3.Third line - provision of independent assurance. This function is
performed in the Company by the Internal Audit Department, whi-
ch is independent both of the Company’s structural units (“first
line of defence”), and the risk management supervision and con-
trol function (“second line of defence”). Provides independent as-
sessment on the risk management, is directly subordinated to the
Council of Conexus, provides proposals for the improvement of the
risk management system.

The Company analyses all the risks divided into risk groups ac-
cording to the responsibility of the managed functions. Risk ma-
nagement includes the following risk groups:

f strategic and corporate risks, incl. strategy risks; regulatory risks;
market, competition, economic risks; project management risks; repu-
tation risks; political risks; communication risks; personnel manage-
ment and organizational risks; legal and compliance risks, sanction
and transaction performance risks, personal data processing risks;

' information technology and cybersecurity risks;
* transmission operational risks;
¢ storage operation risks;

* financial risks, incl. capital risk; risk of attracting financing; curren-
cy risk; credit risk; liquidity risk; tax risk; accounting risk, interest rate
risk;

\

é environmental, occupational safety and physical security risks,
iIncl. environmental risks; work environment risks; physical security

risks;
f risks of fraud and corruption.

The Company constantly improves the risk management and in-
ternal control system, and the following internal requlatory docu-
ments have been approved in 2022:

f AS “Conexus Baltic Grid” Information Technology Security Regula-
tions;

¢ AS “Conexus Baltic Grid” Risk Management Procedure;
¢ AS “Conexus Baltic Grid” Tax Risk Management Manual;

¢ AS “Conexus Baltic Grid” Sanction and Transaction Performance
Risk Monitoring Procedure.

In 2022, the Company performed an annual risk review, the framework
of which included assessment and analysis of the most significant
risks of Conexus operations in all risk groups, assessing the proba-
bility of risk occurrence and impact on strategic objectives, finances,
tariffs, individuals and reputation, as well as determining the critical
control and the necessary risk mitigation measures. The results ob-
tained and the steps taken in risk management process are reported
by the Company’s Management Board to the Company’s Council on
annual basis.

Taking into account the performed risk assessments and the previou-
sly implemented risk monitoring measures, one may conclude that
the risk management is adequate, the risks identified are managed
effectively, and the controls in place generally provide a low level of
risk. High-value risks were identified mainly in the group of strategic
risks, in some cases in the areas of IT and cyber security risks, trans-
mission and storage operational risks.




The most significant identified risks:

¢ Gas supply security risk;

( Risk of storage value loss;

¢ Risk of stock withdrawal;

* Risk of impairment of assets;

' Risk of rupture of transmission pipelines;
¢ Wells fountain risk;

¢ Cyber security risk;

( Risk of unfavourable energy regulation.

Conexus has defined the acceptable level or degree of risk for the most
significant risks that the Company is prepared to take in achieving its
strategic objectives, as well as key risk indicators that provide an early
warning of changes in the likelihood or impact of a particular risk.

Theidentified risks are linked to the internal audit system, allowing use
of the risk assessments also in the planning of internal audit activities.

Dividend policy

The Company’s dividend policy is based on the following
principles:

é Dividends are calculated in accordance with the Law on Gover-
nance of Capital Shares of a Public Person and Capital Companies,
which stipulates that the share of profits to be paid in dividends shall
be determined on the basis of the medium-term strategy of the capi-
tal company, the objectives of the capital company specified therein
and the implementation thereof;

* The decision on the use of profit and the amount of dividends is
made by the Company’s shareholder meeting;

’ The approved medium-term business strategy sets the dividend
ratio at 90% of profits.




ACTIVITIES IN INDUSTRY AND
PUBLIC ORGANIZATIONS

GRI 2-28

In order to provide quality, sustainable and modern operation of the Company, Conexus is a member of several national and international sectoral organisations.

AlB

association of issuing bodies

BICG

BALTIC INSTITUTE OF
CORFORATE GOVERMAMNCE

EASEE-gas

Streamlbining the gas Business

entsog

european network
of transmission system operators
forgas

EUROPEAN
HYDROGEN
BACKBONE

\[o}

Organisation

AIB (Association of Issuing Bodies)

About the organisation

Association of bodies issuing certifications of origin with the mission to
guarantee European origin of energy.

Details on the
organisation

https://www.aib-net.org/

Baltic Institute of Corporate Governance

Baltic Institute of Corporate Governance is a non-profit non-governmen-
tal organisation which involves companies and political leaders to pro-
mote the best corporate governance practice in Lithuania, Latvia and
Estonia.

https:/www.bicg.eu/home

EASEE-gas (European Association for the
Streamlining of Energy Exchange-gas)

Furopean Association for the Streamlining of Energy Exchange EA-
SEE-gas was established in 2002 to develop and promote business

practice for simplification and streamlining of gas transmission and trade.

https://easee-gas.eu/

ENTSOG (European Network of Transmission
System Operators for Gas)

Task of the European Network of Transmission System Operators for Gas
(ENTSOQG) is to promote and facilitate cooperation between operators

of gas transmission systems (PSO) in the entire Europe to ensure
development of European scale transmission system in accordance with
the energy and climate goals set by the European Union.

https://www.entsog.eu/

EHB (European Hydrogen Backbone)

Furopean Hydrogen Backbone (EHB) initiative consists of a group of
thirty-one energy infrastructure operators, which share common vision
on climate-neutral Europe ensured by a prospering low-carbon hydrogen
market.

https://ehb.eu/
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Organisation

GIE (Gas Infrastructure Europe)

About the organisation

GIE represents 68 member organisations from 27/ countries uniting gas
infrastructure operators across the Europe: operators of transmission
pipelines, storage facilities and SDG terminals.

Details on the

organisation

https:/www.gie.eu/

LTRK (Latvian Chamber of Commerce and
Industry)

The Latvian Chamber of Commerce and Industry is the largest society of
entrepreneurs in Latvia with nearly 6,000 members — micro-, small, me-
dium and large companies or all regions and sectors, associations, city
business clubs and other business unions. The society represents the
interests of entrepreneurs, as well as provides services to have outstand-
ing companies in outstanding business environment in Latvia.

https:/www.Itrk.lv/

PEP LNK (The World Energy Council Latvian
National Committee)

The Committee unites leaders of energy sector across the globe to tackle
various problems related to energy systems.

http://weclmc.lza.lv/

Biomethane Industrial Partnership

Biomethane Industrial Partnership is an initiative established by the Eu-
ropean Commission with the task to promote policy planning reducing
the obstacles of biomethane development, facilitate permit obtaining
process, significantly expand biomethane production, promote sustain-
able use of energy resources, promote cost-effective production, as well
as strengthen technological development through research and innova-
tions.

https://bip-europe.eu/
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OPERATING SEGMENTS

GRI 2-6, 203-1

Storage of natural gas

Conexus is the unified natural gas transmission and storage system operator,
the structure of which includes Incukalns UGS, which ensures the injection, sto-
rage and withdrawal of natural gas by supplying it to the main gas pipelines.

Characterisation of storage facility

Incukalns UGS, which is a part of the Conexus structure, consists of overground
technological equipment, wells and an underground reservoir. The reservoir is @
naturally formed Cambrian sedimentary rock in the water-bearing horizon at a depth
of approximately 600-/750 meters.

The geological layer of Cambrian era sediments crosses Latvia. In Latvia, the
porous sandstone sediment of the Cambrian era is characterised by extremely good
properties, namely, its porosity reaches up to 30%, which allows low-cost storage of
natural gas.

The central area of InCukalns UGS and the facilities necessary for ensuring the
technological processes — three gas collection points (hereinafter referred to as —
GCP) and 180 gas storage wells (control and monitoring wells and 93 operating
wells for injection and withdrawal of natural gas) — cover an area of about 8,400
hectares. The area of the geological structure (collector layer) of InCukalns UGS is ~
25 km? and belongs to Sigulda, Saulkrasti and Ropazi municipalities. According to the
Cabinet Regulation No. /73 of 13 December 2016 “Regulation on the Determination
of the Underground Area of National Importance “Incukalns Natural Gas Storage™,
the underground area is 83,722 km?2.

The maximum possible volume of active natural gas to be stored as per Incukalns UGS
technological projectis 24.219 TWh, while the maximum technical injection capacity
is 178.5 GWh/day. The pressure of the collector layer and the volume of natural gas
to be stored therein are influenced by several technological factors, especially — by

() Soil

(2) Quarternary

@ Devon
() Sillurian

(5) Ordovician
(gas-tight-layer)

(6) Cambrian
(reservoire)

@) Igneous rocks

Natural gas

() Monitoring wells

Control wells

@ Production wells
12 Surface technologies
and infrastructure

@ Maximum capacity
of storage

& Fault zone

the actual filling of natural gas in InCukalns UGS in previous storage cycles and the
intensity of injection during a given storage cycle. The filling of InCukalns UGS in the last
three full storage cycles was less than 85% of the intended volume of active gas; at the
same time, stability of the injection mode has changed fundamentally, with the system
users being guided by the current commercial considerations.

InCukalns UGS is a complex engineering-geological object whose operation is related
to specific risks and operating conditions arising therefrom. Exceeding the maximum
allowed pressure in the collector layer (pressure at which the storage top layer remains
Impermeable) is not permissible. This can lead to gas leaks in the upper layers, i.e., cause
gas losses and pollution. Besides, exceeding of the maximum allowed injection pressure
is not permissible, since it can cause hydraulic fracture of the collector layer — collapse of
the sandstone crystal grid and damage to the technological equipment.




Storage of natural gas

The role of gas storage facility is to ensure a constant supply of gas
to consumers, regardless of seasonal fluctuations in consumption, by
injecting natural gas in the summer and withdrawing it in the win-
ter. InCukalns UGS is the only functioning underground gas storage
facility in the Baltic States, ensuring the stability of gas supply in the
region since 1968.

Natural gas is injected into Incukalns UGS by means of compressors,
and withdrawal is basically carried out by the pressure difference
created during injection. With the opening of the natural gas market
and the development of the regional market, role of InCukalns UGS
has increased, improving both the flexibility of supply and the secu-
rity of gas supply in the region. In the common natural gas market,
InCukalns UGS promotes competition among suppliers and ensures
the stabilization of natural gas prices in the region.

Conexus as a storage operator:

* Ensures the continuous operation of Incukalns UGS by monitoring
and controlling stability of the storage facility, surveying the facility
and preventing damage caused to the infrastructure, and investing
in the development and safety of the storage facility;

} Ensures fair and equal access for network users to InCukalns UGS
providing traders with the possibility to store natural gas in ac-
cordance with the terms of use of InCukalns UGS approved by the
PUC.

Auctions for storage capacity with a single premium are used for re-
servation of storage capacity providing transparency of reservation
of storage capacity according to the market situation and more equal
access to storage services.

The storage capacity available during the 2022/2023 storage cycle
was set at 24.1 TWh. In February 2022 — before the beginning of the
injection season — the market participants showed great interest in
the storage facility products.

Reserved storage capacity products for 2022/2023 cycle, T\Wh

\.0.0025; 0%

INTERRUPTIBLE
CAPACITY
PRODUCT

\ 2.5; 10%

STOCK
TRANSFER
PRODUCT

\ 0; 25%

BUNDLED
WO YEAR
EUI\?DLED CAPACITY
CAPACITY PRODUCT
PRODUCT




During the 2022/2023 storage cycle (May — April), out of 24.1 TWh,  InCukalns UGS reserved capacity,

the reservation rate reached 100%, including bundled capacity TWh/storoge Cycle
product: 15.6 TWh (64.7%), two-year bundled capacity product: 6
TWh (24.9%), interruptible capacity product: 2.5 MWh (0.00001%)

and stock transfer product: 2.5 TWh (10.4%). Storage tariffs for the
2022/2023 storage cycle were as follows:
* maximum value of bundled capacity product
—1.0226 EUR/MWHh;
( two-year bundled capacity product tariff

— 1.0865EUR/MWh/cycle; 2019/2020  2020/2021  2021/2022 2022/2023

i t t. I -t t t .ff ] ] ] v
"_“ erruptible capacity product tari Natural gas injected into In¢ukalns UGS,
0.8147 EUR/MWHh:
TWh/calendar year

15
14 13

2019 2020 2021 2022

¢ stock transfer product tariff
- 1.8081 EUR/MWHh.

Amount of natural gas withdrawn from Incukalns
UGS, TWh/calendar year

iala

2019 2020 2021 2022




Development

On 23 January 2019, the European Commission approved 50% co-fi-
nancing for the modernisation of the storage facility. The investments
will significantly strengthen the importance of Incukalns UGS as a
modern and significant natural gas infrastructure not only in Latvia,
but also in the Baltic region and Finland.

The aim of the InCukalns UGS enhancement project is to improve the
operation of the storage facility so that it will be functional even after
the pressure in the Baltic gas transmission system is increased, as
well as to reduce the dependence of the storage facility on the vo-
lume of natural gas reserves during the withdrawal season. A new

compressor will be installed within the framework of the project to
allow compression withdrawal from the storage, namely, it will be
provide possibility to ensure an output pressure of 50-55 bar in InCu-
kalns UGS interconnection with the transmission system, even if the
pressure in the reservoir is lower than in the transmission system. In
order for the wells and overground technical facilities to operate at
sufficient capacity in the new mode, certain improvements are requi-
red, which are an integral part of this project. In addition, the project
will reduce the environmental impact of the storage facility by redu-
cing CO,, NO_and other emissions.

Co-financed by the European Union
Connectina Europe Facilitv

Incukalns UGS development project

The total project funding is 99.5 million euro. The following sections are planned by 2025:

MODERNISATION OF THE EXISTING FIVE GAS
COMPRESSION UNITS AND INSTALLATION OF ONE
ADDITIONAL NEW GAS COMPRESSION UNIT

IMPROVEMENT OF OVERGROUND
EQUIPMENT (RECONSTRUCTION OF RESTORATION
THE GAS COLLECTION POINT NO.3) OF 36 WELLS

305 LA 2552435 &

30.5 million euro 25.5 m|II|on euro 43.5 million euro.
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Transmission

Conexus is the unified operator of the natural gas transmission and stora-
ge system, which ensures the maintenance of the natural gas transmission
system, its safe and uninterrupted operation, and interconnections with the
transmission systems of other countries, enabling system users to use the
natural gas transmission system for natural gas trade.

The Company’s modern main natural gas transmission systemis 1,190 km long
and connected to the natural gas transmission systems of Lithuania, Estonia
and Russia, ensuring both natural gas transmission through the regional gas
pipelines on the territory of Latvia and through the interconnections with the
natural gas transmission systems of neighbouring countries.

Diameter of the gas transit pipelines of the transmission network of the Latvian
natural gas transmission system is 720 mm with an operating pressure within
the range of 28 to 40 bars, while diameter of the regional gas pipelines intended
for the supply of Latvia is from 400 mm to 530 mm with an operating pressure
of up to 35 bars. 40 gas regulation stations are used to transport natural gas to
the local distribution system in Latvia. For the supply of natural gas to Latvian
consumers, all the exit points intended for consumption in the territory of Latvia
are combined in one exit point.

Conexus as the transmission system operator:

' Ensures the stability of the transmission network and is responsible for the
technical balancing that provides uninterrupted and secure supply to the sys-
tem users;

* Ensures the continuity of natural gas service provision by maintaining the in-
frastructure in technically sound condition;

é Provides the system users with non-discriminatory access to the use of the
gas transmission system through the sale of capacity products, in accordan-
ce with the conditions of the Latvian open natural gas market, so that traders
could use the capacity of the main transmission networks for wholesale and
supply of natural gas to customers;

Natural gas transmission system of Latvia

KARKSI

KORNETI

KIEMENAI

' Together with the Estonian operator Elering, it maintains a virtual trading point (VTP) in
the single natural gas balancing zone of Latvia-Estonia, which allows network users to
transfer and receive ownership of the gas in the system.

In 2022, the total volume of transported gas reached 31.4 TWh, decrease of 20% compa-
red to the previous year. The volume of gas transported for the needs of Latvian users (vo-
lume of natural gas injected into the natural distribution system) has decreased by 30% and
amounts to 8.8 TWh.
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Development

Co-financed by the European Union
Connecting Europe Facility

At the end of 2019, the European Climate, Infrastructure and Environment Executive Agency
(formerly named the Innovation and Networks Executive Agency) approved the allocation of
funds for the Latvia-Lithuania gas pipeline capacity increase project with the planned total
project investment of 10 million euro, 5.5 million euro of which were directed to Conexus. The
European Commission has provided the EU support under the Connecting Europe Facility (CEF)
for increase of capacity of the Latvia-Lithuania gas pipeline connection in the amount of 50% of
the project implementation costs.

Increase in transmission capacity between Lithuania and Latvia will facilitate access to the Klai-
peda LNG terminal, InCukalns UGS and the Poland-Lithuania gas interconnection. The project
aims to increase the capacity of the Lithuania-Latvia interconnection by 70-80% on average
achieving this by improving the existing infrastructure. Works planned within the project on the
side of Latvia will include reconstruction of individual sections of the main gas pipeline in order
to increase the maximum allowed working pressure from 40 to 50 bar. By carrying out the re-
levant investments, Lithuania-Latvia interconnection point capacity has been increased to 90
GWh/day in the direction from Lithuania to Latvia. Following the complete implementation of the
project, an additional dynamic capacity increase possibility up until approximately 100 GWh/d
in the direction from Lithuania to Latvia is planned, as well as an increase of capacity up until 82
GWh/day, with a dynamic capacity increase possibility up until approximately 100 GWh/day in
the direction from Latvia to Lithuania (currently 65.1 GWh per day). The project is scheduled to
be completed by the end of 2023 through the implementation of 1/ subprojects.




Common natural gas market

Theyearof 2022 was significantly differentfrom otheryearsinterms of
assessment of the period since the opening of the natural gas market
in 2017/. Despite the high natural gas prices, demand for the storage
capacity during the InCukalns UGS auctions in February exceeded the
available capacity, which was related to the uncertainty in relation to
availability of natural gas supplies given the geopolitical situation.
With the absence of the usual winter-summer price differences,
where the foreseeable winter price is higher than the summer price,
the auction premiums did not exceed 0.03 EUR/MWh.

Participating in the auctions in February and obtaining the storage
capacities were 15 market participants from the Baltics, Finland and
Norway.

Most significant changes in the regional natural gas market took
place immediately after the Russia’s full-scale invasion of Ukraine
on 24 February. Therefore, the usual approach changed, and, on 26
February 2022, injection of natural gasinto the storage wastechnically
provided. At the end of February, market participants commenced
injection of natural has contrary to the traditional withdrawal in
February and March. Being concerned about possible interruption in
supplies from Russia, in a matter of days, full Kiemenai input capacity
from Lithuania was reserved.

Natural gas flow from Finland through Balticconnector and from
Klaipeda LNG terminal through the Kiemenai point increased
significantly, with the aim to store natural gas in the storage facility.

In March, the Cabinet of Ministers of the Republic of Latvia declared
the early warning situation in the sector, which stipulated, inter alia,
that Conexus was obliged to ensure injection priority for natural gas
transported from Klaipeda LNG terminal and from Lithuania—Poland
interconnection (GIPL), which was scheduled for opening on 1 May.
The aforementioned procedure entered into effecton 1 April 2022 and
was ensured up to 31 December, when the condition of the Energy

Law prohibiting natural gas supply from Russia entered into effect.

Overall,in 2022, traders imported significantly lower volume of natural
gas than in other years, which was affected, inter alia, by a number of
unscheduled repair works on the Russian side, which traditionally did
not take place during the injection season. Regasification capacity
from Klaipeda was reserved for 100%, and, 17.0 Twh in total were
transmitted from Lithuaniainthe single Latvia-Estonia area (excluding
Russian transit flows). As a result, the volume of natural gas supplied
by Russia was under 20% of the total volume since March 2022.

In order to ensure regional gas supplies independently of the supplies
from the Russian Federation, the responsible institutions and natural
gas transmission operators of Finland and Estonia commenced
work on building of LNG terminals in Finland and Estonia, whereas,
in Latvia, discussions and work resumed on the possible building of
Skulte LNG terminal and connection thereof with Incukalns UGS. At
the end of December, the floating LNG storage and regasification unit
“Exemplar” arrived at the Finnish port Inkoo, using which will stabilise
natural gas supplies in the region.

The year of 2022 came into sight with increased interest from the
market participants and wish of new market participants to enter into
transmission, balancing and storage service contracts. The growing
market interest is related to building of natural gas emergency stocks,
wish the natural gas users to independently control their stocks, as
well as to the opening of the GIPL. Overall, 19 new service contracts
with natural gas traders were entered into in 2022.

In 2022, in cooperation with the Lithuanian transmission operator
Amber Grid, changes to the uniform transmission conditions were
introduced, providing for a uniform capacity reservation procedure
of the Latvia-Lithuania interconnection point Kiemenai and reduction
of administrative burden on the users of natural gas transmission
system. Since 1 October 2022, as soon as the system users reserve




capacity in the IT platform managed by Conexus, corresponding
capacity is reserved also in the Amber Grid system. Proportionality
has been set as the principle for capacity allocation, which ensures
better market clearness and transparency compared to the previous
approach where the capacity was allocated according to the order of
receipt of the trade notifications.

Following the harmonisation of transmission rules with the regu-
lators of the Baltic States, in September 2022, reservation of Kie-
menai capacity was commenced. This resulted in full reservation of
Kiemenai input capacity in Latvia for the 1st, 3rd and 4th quarters
of 2023. Transmission capacity was purchased by both local mar-
ket participants from the Baltic States, and the new market parti-
cipants. Kiemenai transmission capacity was reserved within the
frameworks of a yearly, quarterly, monthly, daily and current daily
Products.

Similarly as in 2021, also in 2022, the highest percentage of trans-
mission capacity reservations of all the interconnection entry points
in the area of Latvia-Estonia was for the quarterly products. In 2022,
the system users opted to reserve also a longer term transmission
capacity product — percentage of yearly product amounted to 8%.




CONEXUS STRATEGIC
SUSTAINABILITY FRAMEWORK

GRI 2-29, 2-4, 3-1, 3-2

The Company has developed a comprehensive Corporate social responsibility policy with the aim of
taking the most appropriate actions to promote the implementation and sustainable development of
the Company's strategy, as well as to integrate social and environmental aspects into its business and
stakeholder relations.

Material sustainability aspects

In order to improve sustainable development, define the framework and key aspects of sustainability, in
2020the Company performed a materiality analysis of the sustainability aspects, involving representatives
of all major stakeholder categories. Within the working group, stakeholder categories were defined and,
in consultation with the responsible structural units of the Company, specific organizations and their
representatives were identified to be involved in the process of evaluating the mostimportant sustainability
aspects. The assessment was carried out on the relevant environmental, social and governance aspects,
considering the views of stakeholders, compliance with management assessments, trends from other
industry players and external expertise. Sustainability, energy, and society experts from universities,
nongovernmental organisations, business organizations and specialized consulting firms took part in
the analysis. A total of 250 stakeholders and experts from around 200 organizations were addressed by
sending an invitation to participate in the Conexus stakeholders’ survey on sustainability. 104 external
stakeholder answers and 150 answers from employees were received.

In addition, a discussion took place between the leaders of the groups affected by Conexus’ activities,
whose decisions and opinions affect the Company, through an online survey and one-on-one interviews : -
conducted by neutral third-party consultants. J N |

:Lill [

In 2021, review of the key sustainability aspects was carried out within the Company’s management
group, re-assessing the position of aspects on the Company’s impact axis in accordance with the current
situation. In 2022, the key sustainability aspects where once again reviewed and approved by the
Company’s council without changes.

There have been no changes in the comparative information in 2022 Sustainability Report.




MAIN CATEGORIES OF STAKEHOLDERS:

Environmental
and social NGOs,

Energy professionals

and other gas SLpBlErs

Customers, business corraries frem Latis (infrastructure and Public sector (policy local authorities Financial Educational and Shareholder,
community panie: : office products and makers, regulators) : institutions scientific institutions Council
and neighbouring Serices and community
countries) organizations
I'YPE OF ENGAGEMENT: Online survey and interviews to assess the relevance of sustainability in 2020
Business Business relations Business Meeting with Meeting with Meeting with Council meetings,
relations etworkin ’ relations representatives (as representatives (as representatives Joint projects seminar sessions (as
J required) required) (as required) appropriate)

MAIN EXPECTATIONS REGARDING PRIORITY ASPECTS OF SUSTAINABILITY:

Sustainable energy Fair and ethical

: : Secure energy Responsible use of , solutions (transition
Prevention of land, air | ‘ S : d saf S : d saf il d Network security | 5 corporate governance,
and water pollution supply, networ ecurity and satety ecurity and satety materials ana waste and safety to low carbon / orevention of
access management renewable energy and :
: o : corruption
innovation in the field)
Secure ener Secure ener Competence of Competence of Fotgrncére(;tpelcal Competence of
9 : 9 employees and employees and b employees and Network security and
supply, network Security and safety supply, network oo e P e governance, S .
availability of qualified availability of qualified : availability of qualified safety
access QCCEeSS prevention of
future workforce future workforce : future workforce
corruption
rellr el el Secure energy : : Secure energy Protection of
corporate governance,  Worker health and Worker health and sUbblV. network Prevention of land, air <ubblv. network biodiversity and the Worker health and
prevention of safety safety PP, and water pollution PP, Y safety
: access access natural environment
corruption
gﬁmﬁeteeelcgnog Energy efficiency and g;mlge’teeer;cgno&‘ Competence of
Network security and Prevention of land, air ov%ilgbilit of reduction of carbon/  Network security and och)JiIgbiIit of Network security and employees and
safety and water pollution Lalified fu>fcure methane emissions at safety Lalified fu>fcure safety availability of qualified
9 work 9 future workforce
workforce workforce
Transparent public SUSHIINEID S ERErgy
parent p Energy efficiency and : . solutions (transition : Secure energy
communication, : Prevention of land, air Worker health and Sustainable
. reduction of carbon / : to low carbon / supply, network
active involvement of and water pollution safety purchases

methane emissions renewable energy and access

stakeholders innovation in the field)

Employees
and trade union

Engagement and
satisfaction survey

Competence of
employees and
availability of
qualified future
workforce

Worker health and
safety

Network security
and safety

Secure energy
supply, network
access

Sustainable
purchases

Environmental aspects - green colour. Employment and workplace aspects - yellow colour. Service liability aspects - blue colour. Management aspects - grey colour
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THE FOLLOWING MATRIX SHOWS THE PRIORITY LEVEL OF EACH ASPECT:
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RESPONSIBILITY FOR SERVICES

Infrastructure safety and security

GRI 416-1,416-2.11.3.3

Secure, accessible and market-compliant infrastructure is one of the
Company’s strategic goals, arising from the services provided by the
Company. The technical order of systems and equipment, reqular di-
agnostics and compliance with occupational protection requirements
are the main factors that determine the level of occupational safety.
The Company is constantly improving technological solutions to impro-
ve inspection and monitoring processes and material investments are
made in the improvement of the infrastructure.

The Occupational Health, Safety and Environmental Management Policy
and the Asset Management Policy form the basis for the reliable operation
of the transmission and storage infrastructure:

’ the Company has a safety management system, a plan for measures to
reduce the risk of occupational accidents, and a civil protection plan for
disaster prevention;

(Conexus adheres to binding standards and requirements for asset
maintenance, inspections, diagnostics and repair;

*the Company has established work procedures and instructions for
transmission and storage system diagnostics and analysis, operation
and maintenance (e.g., repair), and effective response (e.g., emergency
and accident response) that ensure identification of potential hazards;

* employees are regularly informed and trained on occupational safety
ISSUES;

* civil protection trainings are organised every three years together with
other participating organizations.

Emergency preparedness trainings are conducted at least
every three months in accordance with approved emergency
response plans. In 2022, 90 trainings took place (in 2021 —
92). The Company follows the practical application of the
policies developed and no cases of non-compliance have been
identified.

Number of emergency preparedness
trainings

V'S

2020 2021 2022




Protected zones have been established around the Company’s
infrastructure where construction or human activities unrelated
to that infrastructure are not permitted. The Company maintains
high security requirements and investigates threats and incidents.
3 material violations of protection zones were detected in 2022
(in 2021 — 4, in 2020 - 1), unauthorised excavation works, logging
works were performed, and illegal construction was performed in
the protected gas pipeline area. After detection of the violations, the
Company responded rapidly; initially, where possible, consequences
of violation were eliminated at the Company’s expense, followed
by sending a bill for the losses caused to the violator to claim for
compensation. Wherenecessary,theresponsible stateand municipal
authorities were informed for further decision-making.

InCukalns UGSis classified as an industrially hazardous object due to
the volume of chemical substances (methanol, natural gas) stored in
it. In order to protect the surrounding population and the environment
from possible industrial risks, protection zones of different sizes have
been established in the storage facility. Equipment for the prevention
of prevent explosions, fires and accidents is available at the site, as
well as a range of measures to manage dangerous situations is in
place. One of the most important safety tools is the reporting and
monitoring technologies implemented at Incukalns UGS, as well
as agreements with qualified emergency response and prevention
organizations.

In accordance with the Company’s emergency management and
notification procedures, level 3 and level 4 incidents involving da-
mage to technical equipment, power outages, impact on the envi-
ronment, or individuals are classified at the highest level. In 2022, no
level 2, level 3 or level 4 incidents were registered. 2,173 incidents
of lower level were detected (in 2021 — 766). Significant decrease in
the number of lower level incidents can be explained by commen-
cement of active use of the management system, which enabled
identification of all the possible incidents, which were not detected
in the previous years, during gradual implementation of the system.

In 2022, annual theoretical training on well emer-
gency situation control plan was held at Incukalns
UGS. The training was conducted by Halliburton
Company Germany GmbH, which has extensive ex-
perience in preventing such accidents worldwide.
The training was attended by the responsible Con-
exus specialists.

In 2022, modernisation of the physical security sys-

tems of Incukalns UGS and gas transmission infra-
structure was commenced, and it will continue un-

til 2024.
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Secure energy supply

According to the services provided by the Company — natural gas
storage and transmission (more information in the section "Opera-
ting segments"), the Company’s strategic task is to also guarantee
a secure and uninterrupted energy supply, aiming material invest-
ments at this purpose. The Company shall ensure transparent, equ-
al, and stable access to transmission and storage services.

Measures taken and initiated by the Company for the supply of secure
energy:

maintenance and modernization of appropriate technical,
information technology and cyber security infrastructure;

implementation of a digital asset management system and projects
of common interest to the European Union;

iIndependent internal system diagnostics and reduction of detected
incidents, striving to completely prevent incidents;

optimised maintenance planning to reduce capacity constraints;
establishment of a common balancing zone with Estonig;

supply and demand trends are regularly monitored and evaluated to
ensure a decrease during the period of higher consumption (winter);

integration of the well emergency plan into the civil protection plan;

coordinate repair plan and publish coordinated UMM (Urgent Market

Messaging) on a single website with neighbouring transmission
operators;

compliance with third party access (TPA) rules — capacity reservation,
nomination, balancing, billing, timely and correct market information;
open communication with market participants;

extended cooperation with the regional operators to ensure security
of supply.

During 2022, investments were made in total amount of 15 million
EUR. For detailed information on the investments made, see the
“Management Report” section, “Results of segments’ operations”
sub-section.

2022 2021 2020 2019 2018 2017

Transmission supply

performance (%) 100% 100% 100% 100% 100% 100%

Ratio of completed network user nominations

Supply performance at
In¢ukalns UGS (%)

The indicator is calculated by including the interrupted
quantity above the guaranteed minimum volume
within the congestion management of In¢ukalns UGS

Number of unplanned changes

. . . 150 27 17 41 44
INn transmission capacity

Number of substqntmted | 0 0 0 0 0
customer complaints received

Number of significant (Level 3

and 4) incidents related to IT

systems 0 0 2 1 0

In accordance with the Company’s Emergency
management and notification procedures

100% 100% 100% 96.87% 99.92% 100%

47



ENVIRONMENTAL RESPONSIBILITY (S

GRI 2-27

The basic principle of Company's environmental management is to
assess the impact of the activities carried out on the environment and
to plan and implement measures to mitigate the impact. The Com-
pany has implemented an environmental management and energy
management system to ensure the sustainable and environmentally
friendly operation and development of natural gas storage and trans-
mission systems and to reduce environmental risks associated with
the operations. The implemented management systems are based
on the requirements of the environmental management standard ISO
14001 and onthe requirements of the energy management standards
ISO 50001, which are duly certified. An internal audit is conducted an-
nually to randomly check employee understanding and performance
of work in accordance with the requirements of the standards. Com-
pliance with these standards is voluntary but demonstrates the com-
pany's responsible attitude towards the environment and its efforts
to reduce resource consumption as much as possible.

Great attention is paid to managing environmental aspects and
impacts in natural gas transmission, for which six certificates of
category C polluting activity have been received, and the seventh
certificate has been received at the administration object for natural
gas storage in an underground gas storage facility with a permit
for category B polluting activity and a permit for greenhouse gas
emissions. Conexus participates in the European Union Emissions
Trading Scheme.

All activities are carried out in accordance with the conditions spe-
cified in the permits and certificates. Pollution is monitored and the
limit value for pollutants is controlled. The Company pays a natural
resources tax for the pollution caused.

In 2022, no violations against the environment were detected, and the
conditions set in the environmental regulations were complied with.

Impact on climate and
energy efficiency

GRI11.11.1

Greenhouse gas emissions and
reduction thereof

GRI 305-1, 305-4, 11.1.5,11.1.8

The main greenhouse gas emissions resulting from and associated
with the Company’s operations are methane and carbon dioxide
emissions. Both direct methane emissions from the repair and daily
operation of natural gas transmission and storage systems and car-
bon dioxide emissions from combustion equipment at gas regulation
stations and incinerators-compressors and underground turbine sto-
rage processes, as well as combustion plants for heating purposes
are sources of Conexus' greenhouse gas emissions. Emissions are
caused by planned activities.

Methane emissions from the gas transmission process result from: the
operation of natural gas pneumatic valves, inspection of pneumatic
requlators, pressure reduction in gas regulation stations, emptying
equipment from natural gas, blowing out natural gas cleaning equip-
ment, natural gas leaks, natural gas blown from the gas pipelines in
relation to repair works, repair and replacement of fittings, elimination
of accidents and hydrate formation activities, and also as a part of
economic activities, from combustion of natural gas for technological
needs and heating of premises, which result in dioxide emissions.

-



During the gas storage process, methane emissions are created: by
blowing loops and other pipelines with gas, removing condensate
from various equipment, launching gas engine compressors, by
partially reducing the gas pressure in gas pipelines and equipment,
by releasing air-gas mixture from the pipelines connecting gas
purification equipment (systems) by opening and closing the valving,
by conducting geophysical studies. Emissions are also created as
leakage from the gas pipeline parts in the locking devices, as a result
of non-tightness of leakage compressors, leakage fountain in fittings,
intercolumnar gas leaks, releasing gas from gas-operated engine
compressors and the gas-air-cooling equipment. Carbon dioxide
emissions are created from the equipment burning natural gas for
technical needs and heating of the premises.

The most significant source of greenhouse gas emissions - methane
- in the Company is the natural gas emitted during the repair works of
the natural gas transmission system. In 2022, major part of emissions
was caused by the processes at InCcukalns UGS - direct emission,
leakage, incomplete combustion. Whereas, the most significant
source of carbon dioxide emissions is the use of technical equipment
— compressors and turbines for underground gas storage processes,
while injecting natural gas.

Direct greenhouse gas emissions in the Company:

Direct greenhouse gas emissions (CO, and

CH, emissions), tCO, equivalent 37,184 45,478 51,975 49,104 29,735

of which CO, emissions 20,771 27545 27,127 31,775 23,436
of which CH, emissions (converted to CO, eq.) 16,414 17,933 24,849 17,328 6,300
Greenhouse gas emission indicator for 35.44 24943 23.052 22.791 24.204

InCukalns UGS (CO, and CH, emissions
recalculated CO, eq.)

Indicator = SEG emissions from processes
InCukalns UGS (CO, kg/g + CH, kg/g = SEG
emissions expressed CO, eq. (kg))/ Volume of
natural gas injected into Incukalns UGS (1000
m3/year)

Greenhouse gas emission indicator for gas
transmission system (CO, and CH, emissions 1.33 4.273 5,00 4.603 2.350
converted to CO, eq.)

Indicator = SEG emissions from processes in
the transmission system (CO, kg/g + CH, kg/g
= SEG emissions expressed in CO, eq. (kg))/
Volume of natural gas injected through the
transmission system (1000 m3/year)

Compared to the previous years, emissions have decreased, and this can be explained
by the reduction of volume of the transmitted and injected natural gas.

In 2022, compared to 2021, greenhouse gas emission indicator at InCukalns UGS has
iIncreased, since improvement of emission accounting has led to increase in methane
emissions, and previously ignored emission sources have beenidentified. Although CO,
emissions have decreased in 2022, since the modernised gas transmission equipment
was operated at the compressor station, methane emissions have more significant
impacton climate comparedto CO, emissions, which was the reason why the indicator
value increased significantly compared to the previous years, when indicator values
were not affected by the volume of methane emissions to that high extent.
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Greenhouse gas emission indicator in the gas transmission system
has reduced because of significant decrease in methane emissions.
Methane emissions directly depend on the scheduled gas pipeline
repair works and the volume of blown-out, released natural gas.
During the gas transmission, careful planning of works is implemented
to prevent natural gas emissions to the extent possible, furthermore,
as voluminous repair works as during the previous reporting years
were not performed in 2022.

CO, emissions are calculated by applying the national methodology
“Methodology for Calculation of CO, Emissions from Stationary
Combustion of Fuel”. Volume of methane emissions is calculated by
using the methodologies of natural gas technologicallosses, approved
by the Company in 2017, as well as by direct emission measurements.

For the calculation of CO, emissions, information on the quantities
of natural gas burned in the facilities and the factors specified in the
methodology are used, while the quantity of methane emissions is
determined and calculated on the basis of the legal and technical
documentation related to the technical facilities concerned. To
calculate the total volume of greenhouse gases emitted in terms of
CO, equivalents, methane emissions are multiplied by 28* times the
impact compared to CO, emissions.

In ordertoreduce the volume of blown natural gas as much as possible
and to make efficient use of the natural gas in the gas pipelines to

3 https://videscentrs.lvgmc.lv/lapas/gaisa-piesarnojums

4 https://www.ghgprotocol.org/sites/default/files/ghgp/Global-Warming-Potential-Values%2°%28Feb%2016942020160429 1 pdf

be repaired, the works to be performed are carefully planned when
performing repair works in the transmission system. Replacement
worksof outdated equipment,andregularinspectionsand prevention
of leaks inthe underground gas storage infrastructure are performed
to minimize methane emissions.

The Company is constantly working to find more efficient solutions,
evaluating the best available technical solutions for technological
improvements in order to find ways to reduce greenhouse gas
emissions.

The most important related activities and development projects:

* Compressor workshop modernization project aimed at reducing
NO,, CO,, and CH, emissions and improving energy efficiency;

é Gas collection point modernisation project at Incukalns UGS with
the aim to reduce CH, emissions;

) Repair works of the natural gas transmission network are con-
stantly planned aimed at reducing CH, emissions, and perfection
of equipment of the gas regulation stations for the improvement
of energy efficiency.

I [ F.
.

LS l;
—
.
e e .
B P =
P— it

!I'['F'n

.......
i ( !
|||||||
llllllllll

LY
1
...........


https://videscentrs.lvgmc.lv/lapas/gaisa-piesarnojums
https://www.ghgprotocol.org/sites/default/files/ghgp/Global-Warming-Potential-Values%2520%2528Feb%252016%25202016%2529_1.pdf

Operational energy consumption and improving energy efficiency

The Company’s energy management system covers natural gas storage and trans-
mission, which are mainly related to the consumption of natural gas in natural gas
combustion plants, electricity consumption in electricity-consuming equipment, energy
resources for road transport and machinery. In order to continuously improve the Com-
pany’s energy efficiency, energy consumption is monitored, and annual energy efficien-
cy improvement targets and measures are set and implemented.

Annual key energy consumption and indicators for the Company’s energy con-
sumption:

2022 2021 2020 2019 2018

Total energy consumption in the Company,
MWh (including natural gas (for heatingand 122,765 161,323 161,382 183,566 137,118
technological processes), fuel and electricity)

of which electricity consumption, MWh 4947 b,b22 5,889 611 4,852
of which heat consumption, MWh 115,422 153,351 152,965 175,378 130,438

Underground gas storage energy consumption 0.0102 0.0105 0.0101 0.0104 0.0105
indicator

Indicator = natural gas consumption for process
supply at Incukalns UGS (m3/year)/ injected
volume of natural gas at Incukalns UGS (m3/year)

Energy consumption indicator of the natural

gas transmission system 0.048 0.054 0.050 0.053 0.057

Indicator = natural gas consumption for
transmission system processes (m3/year)/ volume
of natural gas injected through the transmission
system (m3/year)

The main energy resources in natural gas storage are natural gas and electricity, which
are consumed during technological processes when injecting natural gas into the un-
derground gas storage. Whereas, the main energy resource for the provision of natural

gas transmission processes is natural gas, which is consumed to ensure the tech-
nological processes of natural gas transmission. Data on electricity consumption is
obtained from the electricity supplier, while heat energy data is calculated in terms of
MWh using the monthly calorific value of natural gas.

Considering the fact that the main energy resource used to ensure the technological
processes carried out by the Company is natural gas, energy consumption indicators
have been developed, which are expressed as natural gas consumption in relation to
the volume of natural gas injected into the underground gas storage and natural gas
consumption in relation to the volume of natural gas pumped into the transmission
system.

The energy consumption indicator of the underground gas storage facility decreased
in 2022 compared to 2021 because, in 2022, three modernised natural gas pumping
aggregates in station No. 2 were in operation.

The energy consumption indicator for gas transmission in 2022 decreased compared
to 2021. For the purposes of transmission, natural gas must be heated up, and this is
done by using natural gas powered technological equipment. When adjusting proces-
ses or setting them in automatic mode, natural gas consumption does not increase to
provide the process. Improvement is provided also by the commenced heat-insulation
works of the gas regulation station equipment.

In order to reduce the consumption of energy resources for the provision of storage
processes as much as possible, modernization of technological equipment is plan-
ned and implemented. In 2022, modernisation of two energy resource consuming gas
pumping aggregates 12z330 was commenced for the provision of underground gas
storage processes. This will result in savings of at least 5% of the volume of natural
gas consumed per each piece of equipment so far.

Taking into account the fact that methane is a powerful greenhouse gas, reduction of
its emissions may slow down the climate changes. The Company actively follows the
emission management and reduction initiatives, and, in 2022, it continued its work on
improvement of the methane emission sources and methane quantities.
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Pollution prevention

GRI 305-7,303-2,11.3.2

Air pollutants

As other air pollutants from the Company’s activities include nitrous
oxide (NO,) and carbon monoxide (CO). These emissions result from
the provision of natural gas transmission and storage operations,
when combusting natural gas in technological equipment and
heating boilers to provide heat supply. Combustion of natural gas
leads to the emission of pollutants CO,, CO and NO,. Assessment of
these emissions is determined by regulatory enactments.

As a result of Company’s activity, emissions of other pollutants into
the air, such as sulphur oxides (SO ), persistent organic pollutants
(NOP), volatile organic compounds (VOC), hazardous air pollutants
as well as particulate matter (PM) are not identified and not possible
due to the nature of the operations.

Quantities of nitrogen oxide and carbon oxide emissions:

NO, emission quantity, tonnes 32 45 57 53 36

CO emission quantity, tonnes b7 83 118 105 69

The quantities of CO and NO, emissions are determined using a cal-
culation methodology. In 2018, in order to obtain a permit for pollu-
ting activities from the State Environmental Agency, the Company
developed a draft emission limit of stationary pollution sources for
the specifically used incinerators at InCukalns UGS, which was ap-
proved by the State Environmental Agency.

In 2022, the draft emission limit of stationary pollution sources was
revised, and, as a result, accounting of emissions of these pollutants
will be clarified in 2023. Emissions of these pollutants are affected

by a number of factors. The most important is the volume of natural
gas injected. The more natural gas that needs to be injected into
underground gas storage facilities, the more natural gas will be burnt
in the technical equipment and the more pollutants will be emitted.
Small and medium-sized combustion equipment that burns natural
gas and emit air pollutants is also used in gas regulation stations
to ensure the operation of the natural gas transmission system.
Compared to the equipment used to inject natural gas, equipment
used in the natural gas transmission system has lower capacity and
use naturalgasresources more efficiently, resultinginfewer emissions.
Natural resource tax is paid for the air pollution caused.

The Company continuously works to improve the technologies used
and analyses current processes to operate the equipment used at
maximum efficiency and produce as few pollutant emissions as
possible.

Wastewater

According to the technological procedures, Conexus generates
industrial, manufacturing and domestic wastewater by providing safe
storage and transmission processes of natural gas. The underground
gas storage also treats the rainwater produced in the area.

Industrial wastewater are generated by withdrawing gas from an
underground gas storage facility — water is separated from the gas,
and various chemicals that are a source of water contamination must
be used to prevent hydrates. After the separation of natural gas, wa-
ter is returned back into the well.

The risk of underground contamination is prevented by laboratory
control of the water prior to discharge into the underground layer, fol-
lowed by discharge back underground (injecting back into the wells).
In the Company, in accordance with the conditions established in the
permit for polluting activities and the underground use licence, the
permissible limit was set both for the volume of such wastewater —
650 m3/year — and for the amount of pollutants contained therein —
for methanol 90 m3/year, for diethylene glycol — 15 m3/year.
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Amount of industrial
(manufacturing) 275 525 289 222 425
wastewater, m?3

Compared to the previous year, the amount of industrial wastewater
decreased in 2022, because the volume of natural gas, from which
the layer water which was linked to natural gas underground was
separated, also decreased. After the separation of natural gas, wa-
ter was returned back into the well as industrial wastewater with
methanol and diethylene glycol admixture. Amount of wastewater to
be discharged and quantities of pollutants in the industrial wastewa-
ter are not exceeded.

Additionally to the industrial wastewater, household and manufactu-
ring wastewater is also generated, and rainwater is collected, which
Is treated accordingly in the wastewater treatment plants installed
iIn the underground gas storage area before discharge into the en-
vironment. Whereas, wastewater from natural gas transmission is
transferred to an external service provider.

Total amount of 31,572 30,307 25,416 33,203 24,323
wastewater, m

of which generated
at In¢ukalns UGS and

discharged into the 30,360 28,732 24,039 29,054 21918
environment after

treatment

of which transferred to

service providers for 1,212 1,575 1,377 4,149 2,405

relevant treatment

The Company treats domestic water and rainwater on the site of the un-
derground gas storage facility. Pollution that remains in the environment

s subject to a limit, which the Company complies with by conducting re-
gular monitoring and maintenance of the treatment facilities.

All the wastewater operations at Incukalns UGS are carried out in
accordance with a permit that specifies the permissible amount of
wastewater and the degree of pollution, as well as strict conditions
to reduce the environmental impact of extraction are in place. During
the operation in 2022, the Company has not violated the specified
amounts of domestic, manufacturing and rainwater and pollutants.

Responsible use of
materials and waste

management

GRI303-1, 303-3, 306-2, 306-3, 306-4, 11.5.3, 11.6.2,,11.6.4,11.8.2,11.5.4,11.5.5,11.5.1, 11.6.1

Consumption of chemicals

The hazardous chemicals consumed by the Company include motor
oil, methanol, diethylene glycol and odorant.

During the gas extraction, to prevent the formation of crystalline
hydrates as a result of the throttling process, methanol is sprayed in
the natural gas in winter period, where necessary. The natural gas is
then directed to a gas drying facility where excess moisture is remo-
ved from it using diethylene glycol. After drying, the diethylene glycol
is recovered in a non-standard evaporator and reused in the natural
gas drying process.

Natural gas is odourless in the transmission system. To make it per-
ceptible to humans, the transmission system operator has to odorize
it by adding odorant.

Engine oil is consumed to operate the main gas injection equipment.
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Usage of main chemicals and mixtures

Odorant

I Motor oil Methanol [0 Diethylene glycol

t/year
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Decrease in consumption of the most significant chemicals in relation to
2021 is to be related to reduction of volume of the transmitted, injected and
withdrawn natural gas, as well as the carefully conducted monitoring of te-
chnological processes to reduce amounts of the substances to be used to
the maximum extent.

Other hazardous and non-hazardous chemicals and mixtures are also used
to ensure the Company’s business processes, but their volume and hazar-
dousness are not to be assessed as significant as those mentioned above.
The main materials used by the Company are steel pipes, pipe insulation
materials and various other chemicals.

No leakages of chemicals were detected in 2022 (this indicator was O also
in 2021).

Use of water

In the underground gas storage facility, water is extracted from five
wells for operational processes and internal consumption. The maxi-
mum possible volume for water withdrawal for production processes
and household needs is requlated — 43,000 m3/year.

Water at the administrative gas transmission facility is supplied by
the utility service provider. Potable water at the underground storage
facility and in the natural gas transmission system facilities is pur-
chased from an external supplier.

Meters are used to register record the amount of groundwater recei-
ved, while information on the amount of water received from an ex-
ternal water supplier is provided by the respective supplier.

Total water acquisition, m? 7,884 8,183 9,849 11,121 10,290

of which underground water

extraction at Incukalns UGS albzn

0,570 8,361 6,863 7,807

of which potable water acquisition

) 48 38 43 50 45
from external supplier

of which household water

o : 1,212
acquisition from external supplier

1,576 1,445 4,208 2,438

Water consumption required for production processes in Incukalns
underground gas storage has been fluctuating. It is not expected to
be constant in the coming years, as various projects have been ini-
tiated and are underway at the storage facility that involve technolo-
gical improvements and are aimed at more efficient processes and a
reduction in resource consumption.




Waste management

The Company has established procedures for waste management,
including agreements for the collection of hazardous waste, separa-
tely collected waste and unsorted waste, and cooperates with va-
rious partners for appropriate waste management. The Company se-
parately collects the used packaging materials, which are transferred
to a participant of the manufacturers’ responsibility system, besides,
separately collected are the generated glass, metal, plastic, paper
and cardboard materials, construction waste, biodegradable was-
te, large size waste, and hazardous waste. Every month, information
is obtained from waste managers on the amount of non-hazardous
municipal waste (m3) delivered, on the basis of which the Company
recalculates the amount of waste (t), as well as information for re-
ference as to how much of the waste generated is to be transferred
for recycling and landfilling. Information on the amount of hazardous
waste (t) is provided by the waste managers to whom the hazardous
waste was transferred for further appropriate management:

Total weight of hazardous waste 186 172 111 154
generated, tonnes

Total weight of non-hazardous waste,

118 112 96 78
tonnes

Percentage of non-hazardous waste

) 44% 51%  33% 13%
transferred for recycling

Percentage of non-hazardous waste

0 0 0) 0
transferred for landfilling 6% 49% 67% 87%

Theincreased amount of the household waste generated in 2022 can
be explained by the fact that, up to the spring 2022, records excluded
the share of waste generated on leased premises where administra-
tive staff worked.

The Company generates different types of hazardous waste, which

are collected separately. Every year, the largest share of hazardous waste consists of mixture of water
and oil products generated by the pumping works. Contaminated water is generated during hydraulic
tests. In 2021 and in 2022, the major share of hazardous waste generated was grease and oils from
water separators, as well as contaminated water:

Quantity (t) and breakdown of major hazardous waste generated by the
Company

200 B 2020
180 2021
160 155.52 2022

140
120
100
80
o0
40
20
0

t/year

Contaminated water Absorbents

Grease and oil from
water separators

Increase in the amount of contaminated water in 2022 can be explained by performance of scheduled
works — maintenance works and inspections of equipment, which are organised periodically and do not
OCCur every year.

Taking into account the increase in waste landfilling tariffs, the Company informs and educates its em-
ployees on mandatory necessity of separate waste collection, reduction of hazardous waste, as well as
conducts periodic controls evaluate performance. However, the most effective way to reduce waste is
through waste prevention. The amount of materials purchased is carefully planned to ensure efficient use
of materials and avoid excess. Waste generation is one of the environmental aspects assessed within
the Company’s bodies. The Company keeps moving towards implementing the principles of green pro-
curement and, where possible, assesses the equipment lifecycle costs during the procurement procedu-
res. Application of such procurement clearly demonstrates the Company’s commitment to minimising its
environmental impact and to working with sustainability-oriented partners. The Company is interested
in lower consumption of resources and lower waste generation rates, choosing more energy-efficient
and sustainable solutions to minimise the negative impact on the environment.
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The challenge for Conexus — transition to a
more environmentally friendly energy sector

CXS-1

The energy sector plays an important role in the society's direc-
tion towards a sustainable and carbon-neutral future. In light of
the European Green Deal, changes to the EU and national poli-
cy, plans and regulations, the importance of climate-friendly and
sustainable energy solutions and stakeholder expectations have
grown rapidly.

In the Eastern Baltic region (Finland, Estonia, Latvia, and Lithuania),
there was a significant decrease in natural gas consumption in the
first half of 2010 due to overall improvements in energy efficiency in
energy consumption and power generation, as well as shift to gre-
ener or renewable sources of electricity and heat production, thus
reducing natural gas consumption. In the second half of the decade,
demand for gas stabilised, with the fluctuations mainly reflecting the
impact of climatic conditions and market-driven fluctuations in volu-
mes of power generation.

In 2022, the reduced supplies, increase in natural gas prices, meteo-
rological conditions resulting from the Russia’s invasion of Ukraine,
as well as preparation works for the heating season 2022/2023 led
to reduction of national natural gas consumption. During the period
from January 2022 to the end of the year, natural gas consumption in
Latvia decreased by approximately a third. It is expected that, along
with the normalisation of natural gas prices, consumption could re-
turn to the level of 2020/2021.

Despite the drop in consumption due to the aforementioned reasons,
gas still takes significant position in the uniform primary energy con-
sumption structure of Latvia.

Following the global trends, the Company has considered the risks of
energy policy in its risk assessments, which must be taken into ac-

count in long-term strategic planning.

According to the Conexus mission, as well as the strategical sustaina-
bility aspects included in the Company’s medium term business stra-
tegy, the Company is aware of its role in creation of climate-neutral,
integrated energy system in the long term, paying the major attention
to the development of renewable power, carbon neutral and low car-
bon emission gases organising its operating processes towards the
circular economy.

CONEXUS’ WORK FOR THE ENERGY
TRANSITION TO A MORE ENVIRONMENT-
FRIENDLY ENERGY SECTOR IS BASED ON
THE FOLLOWING PILLARS:

improved

iImproved
infrastructure
which is ready for
the storage and
transmission of
sustainable gases;

understanding,
knowledge and
competence of the
Company’s employees;

cooperation with other participation in

stakeholders interested national and regional
in development of a policymaking
sustainable gas market; processes.




Latest events and investments in 2022:

) Developed standard solution for biomethane injection in the transmission system by using the system connections and container transport op-
tions, on which the Company conducted a public discussion®;

' Amendments made to the Energy Law provides for establishment of attestation system for the gas origin with the Company becoming the is-
suing institution thereof®;

' Natural gas transmission system operators of Latvia, Lithuania, Estonia and Finland consulted with the market participants on potential of at-
testation system for the origin of gases produced of renewable energy resources in the Baltic States and Finland’;

é The Company together with five other gas transmission system operators signed a cooperation agreement for the development of the Nor-
dic-Baltic Hydrogen Corridor, which is a major step towards the development of hydrogen infrastructure in the region®;

' The Company has launched a joint research and development project with its international partners — the natural gas network operators of
Lithuania, Estonia and Finland — for the injection and transmission of hydrogen into the gas transmission system?;

( Commenced stage one of the research concerning assessment of injection of 100% hydrogen at InCukalns UGS, assessing the possibility to at-
tract the European Union funding;

{ The Company has joined the European Hydrogen Backbone initiative!®, a group of European gas transmission system operators that has deve-
loped proposals for the development of a hydrogen infrastructure based largely on the conversion of natural gas pipelines;

* On 30 May 2022, the Regulation (EU) 2022/869 of the European Parliament and of the Council of 30 May 2022 on guidelines for trans-Eu-
ropean energy infrastructure, amending Regulations (EC) No 715/2009, (EU) 2019/942 and (EU) 2019/943 and Directives 2009/73/EC and (EU)
2019/944, and repealing Regulation (EU) No 347/2013 (hereinafter referred to as — new TEN-E) was adopted. Taking into account the conditions
of the new TEN-E, the Company decided to direct the following projects to the Projects of Common Interest (PCl)s:

» InCukalns UGS as a hydrogen seasonal storage with capacity above one TWh in Baltic region, changing the project title to “Hydrogen Seaso-
nal Storage in the Baltic Region with the Capacity Above 10 TWh in Baltic region”;
» Nordic-Baltic Hydrogen Corridor — Latvian part.

f International cooperation with gas transmission systems of other countries by participating in matters concerning low emission gases in the
Association of Issuing Bodies, European Hydrogen Backbone, GIE, Biomethane Industrial Partnership, ENTSOG etc. (see the “Activity in Sectoral
and Non-governmental Organisations” section).

5 https://www.conexus.|V/aktualitates-sistemas-lietotajiem/par-biometana-ievades-punktu-publiskas-apspriesanas-rezultatiem

6 https://www.conexus.lv/aktualitates-sistemas-lietotajiem/energetikas-likuma-grozijumi-paredz-izveidot-gazes-izcelsmes-apliecinajumu-sistemu

7 https://www.conexus.lv/aktualitates-sistemas-lietotajiem/tirgus-dalibnieku-aptauja-par-izcelsmes-apliecinajumu-potencialo-lomu-baltijas-valstis

8 https://www.conexus.lv/zinas-presei/sesi-gazes-parvades-sistemas-operatori-paraksta-sadarbibas-ligumu-ziemelvalstu-un-baltijas-valstu-udenraza-koridora-attistibai

9 https://www.conexus.lv/zinas-presei/conexus-ar-starptautiskajiem-partneriem-uzsak-vienotu-petniecibas-un-attistibas-projektu-udenraza-ievadisanai-un-transportesanai-gazes-parvade

10 https://gasforclimate?2050.eu/ehb/
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RESPONSIBILITY TO EMPLOYEES
AND THE WORKING ENVIRONMENT

Occupational health and safety

GRI 403-1, 403-2, 403-3, 403-4, 403-5, 403-6, 403-7, 403-8, 403-9, 403-10, 11.9.1, 11.9.2,11.9.3,11.9.4, 11.9.5, 11.9.6, 11.9.7, 11.9.8, 11.9.9,
11.9.10,11.9.11

The main objective of Conexus in the field of occupational safety and occupational
health protection (hereinafter referred to as — occupational protection) is to prevent
accidents and occupational diseases among employees and subcontractors.
The Company actively pursues this goal, focusing on the provisions of the policy
Occupational Health, Safety, and Environmental Management:

f Constant compliance with the requirements of regulatory
enactments, standards, and management systems;

f Setting effective targets and measures;

¢ Maintaining a high level of competence;

( Maintaining a high level of emergency preparedness;
( Performing preventive actions;

¢ Mutual cooperation and communication.

Occupational protection management
system

Accidents and occupational diseases of employees at the workplace can only be
completely prevented if a safe working environment is ensured, therefore, every
employee must comply with all the occupational protection requirements. In order to
implementoccupationalprotectionmeasures,theCompanyhasacertifiedmanagement
system, maintained and continuously improved in accordance with the requirements
of the ISO 45001 Occupational Health and Safety Management System Standard.

The system is externally certified, which means regular and
independent third party assessment. Gas storage system was
initially certified back in 2005, but gas transmission system — in
2019. Certification requirements apply to all areas of activity and
employees of Conexus. The system ensures internal monitoring
of the working environment, employee awareness of hazards
and risks in their daily work, and a high level of responsiveness
IN emergency situation.

Occupational protection culture

Processes of the occupational protection management system
enable timely detection of risks, non-compliances, collection of
observations and suggestions. Employees are encouraged to re-
port hazardous situations, hazardous acts, non-compliances, or
improvements in the field of occupational protection to occupa-
tional protection specialists, heads of structural units, trade union,
or through use of a dedicated e-mail drosiba@conexuslv. The in-
formation received is registered and managed by means of the
Company’s electronic document management system, where the
necessary activities, responsible persons and deadlines are stipu-
lated.

A number of initiatives have been proposed to improve occupa-
tional safety culture and promote engagement of employees in
dealing with related issues. For example, safety patrols of mana-
gers were launched in 2019 to facilitate interaction between the
management and employees. In 2022, these patrols were perfor-
med according to the schedule resulting in 68 observations and
improvement proposals (in 2021 - 48).



mailto:drosiba%40conexus.lv?subject=

Internal control

Internal control is essential. Within the context of the pandemic,
emergency situation, and national restrictions in 2022, internal
control observations were of particular value — |deas for possible
iImprovements were offered, several situations related to unsafe work
environment or action were eliminated, thus preventing the possibility
of an accident or occupational disease. In 2022, all the planned
internal audits and the risk assessment of the working environment
were carried out resulting in 167 observations and suggestions for
improvement (in 2021 — 149). It must be emphasised that safety of
workers is a priority for Conexus, and managers are responsive to
these observations and suggestions.

Employee involvement and training

Employee participation is ensured by cooperating with employees
who are involved in the assessment of risks of the work environment
and making recommendations to improve the work environment.
When choosing the means of labour protection, recommendations
and references of employees are taken into account.

The Company has developed the necessary regulatory framework
for the management of occupational protection processes, and
reqular training is provided to employees. The work instructions
contain clauses covering situations in which commencement of work
it is forbidden. An employee may refuse to work where safe working
conditions are not provided, and he/she is obliged to inform head of
the relevant structural unit.

Accident investigation

Accident investigations are conducted in accordance with the law.
In addition, near misses are listed and analysed. Results of the case
iInvestigation and analysis and the corrective and preventive measures
taken on their basis are used to improve the occupational protection
system.

Assessment of working environment risks

Assessment of working environment risks is one of the phases of the Com-
pany’s internal monitoring of the work environment, which the preventive and
corrective occupational protection measures are based on. Assessment of these
risks is carried out by a competent institution with the involvement of the Com-
pany’s occupational protection specialists, heads and employees of structural
units, based on an annually updated assessment methodology that contains
the current requirements of requlatory enactments. During the assessment of
working environment risks, all the workplaces and all types of work are identi-
fied.

Methodology of the assessment of working environment risks provides for as-
sessment in several stages:

1.
2.

3.
4.
5.

Employees are regularly informed about risk factors and planned corrective
and preventive measures to reduce these risks.

As a result of the Covid-19 pandemic, remote work became more important,
and, as a result, a methodology was developed and remote work environment
risks and epidemiological safety measures for on-site work were identified.

|dentification of risks of the working environment related to remote work mode
was carried out in cooperation with remote workers using workplace self-as-
sessment questionnaires. Following the assessment, recommendations were
developed for the employees regarding performance of remote work, including
correct arrangement of the workplace.

In this stage, methods for the assessment of the working environment risk and
explosive working environment risk;

In this stage, assessment of the working environment risk and explosive working envi-
ronment risk, identification of factors takes place by surveying specific working places
and objects, and compliance with the requirements of regulatory documents and the
volume of the previously completed occupational protection measures are assessed;

In this stage, measurements of the harmful factors of working environment, as well
as assessment of other necessary information are carried out (analysis of safety data
sheets of chemicals, analysis of accidents and occupational diseases, etc.);

In this stage, documentation of assessment of the working environment risk and
explosive working environment risk is prepared;

In this stage, the necessary corrective and preventive measures are registered and
managed in the Company’s Electronic Document Management System.




Understanding of health and safety

To achieve and maintain high safety and health standards, Conexus
regularly provides its employees with up-to-date information, training
and professional growth.

Employees are trained in occupational protection, fire safety, civil
protection, first aid, hazardous work, technical maintenance of gas
transmission and storage systems, electrical safety and well-being. At
the beginning of their work in the Company, employees receive initial
training, whichislaterrepeatedinthe course of theirwork, furthermore,
other thematic training is also offered. The trainings are organised
in cooperation with external service providers as well as by using
internal teaching staff. In 2022, employee training was conducted
both remotely and on-site depending on the epidemiological situation,
training context and workplace of the persons to be taught. On-site
training was organised in accordance with national epidemiological
safety requirements.

In 2022, the Company paid special attention to the mental health
and well-being of its employees and introduced several important
initiatives: organised courses on communication, team psychology,
life balance (in 16 lectures, experts shared their experiences on what
it means to be a professional, on family relations with the loved ones,
as well as on oneself as a personality), topicalities of physical security,
propaganda and its impact on our emotions, and the annual leisure
festival including five various sports activities also took place. In April
2022, new sports and recreation facility was opened at 14 Stigu
Street, open to every employee, and training was organised regarding
the available equipment and use thereof to improve exercising skills
and health along with the development of physical abilities. By using
the internal communication portal and information screens installed
on the Company’s premises, the employees were provided with
information on risks and security measures related to ticks, slippery
weather, winter and pre-celebration period.

The Company provides each Conexus employee with healthinsurance

policy that allows them to receive a wide range of outpatient and
inpatient treatments as needed, reimburses part of the costs of
medications, provides consultation with various specialists (e.qg.,
nutritionist, psychotherapist, podiatrist), as well as reimburses costs
related to Covid-19 (tests, antibodies).

Within the context of the pandemic, measures for the promotion
of vaccination were continued, and collective vaccinations were
organised in January and October (before the autumn virus season).
Remote work conditions were provided, as well as the necessary
personal protective equipment, disinfection of premises and
workplaces, and response in case of. Furthermore, employees were
provided with Covid-19 self-testing sets. Up-to-date information on
epidemiological safety requirements was published on the internal
communication portal and communicated via e-mails, information
TV screens, meetings, as well as thematic trainings were conducted.

Good practice in safety management

The Company’s security activities have been highly valued by
third parties. In 2022, recertification of the occupational protection
management system was performed in accordance with the
requirements of ISO 45001 Occupational Health and Safety
Management System Standard, and a new certificate was received.

Occupational safety and
occupational health performance

Accidents at work are classified as serious accidents or mild acci-
dents, in accordance with the requirements of Cabinet of Ministers’
regulation No. 950 Procedures for the Investigation and Registration
of Accidents at Work, dated 25 August 2009. The medical treatment
institution makes the decision regarding the severity of the health di-
sorders.
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Proportion of cases of active occupational diseases
among employees, %

V'S

2.0%
1.7% 1.7%
2020 2021 2022

Proportion of work absence among employees (percentage
of illness days of the total number of working days), %

V'S

9.5%

5.1% 5.4%

B

2020 2021 2022

Total frequency or registered accidents
(per 1 million working hours)

V'S

3.2

1.7

2020 2021 2022

In 2022, no serious occupational accidents (in 2021, this indicator also was 0) or work-related fatalities
(0in2021).In 2022, one accident at work was registered that resulted in lost workdays (in 2021 - 1). Co-
nexus strives to keep these numbers at zero in the future.

In 2022, one minor accident at work was registered (in 2021 1).

In 2022, no occupational diseases were confirmed. Total number of active occupational diseases in 2022
was 6 (in 2021 - 7).

In 2022, various awareness raising activities concerning the wellbeing were organised for the employe-
es, totalling 49 hours (in 2021 — 55). Communication training was held — 1-hour webinar, team psycho-
logy — 1-hour webinar, life balance — 7-hour lectures, topicalities of physical security — 3-hour training,
propaganda — 1-hour webinar, use of equipment on the sports and recreation premises — 6-hour coach
consultations and 30-hour annual recreation festival.

According to the assessment of the work environment risks, employees were provided with mandatory
health examinations. In 2022, 122 employees underwent mandatory health examinations. Special re-
marks and recommendations for the employer were provided by the occupational physicians:

* several employees who work with a computer needed glasses;
' the use of hearing protection in noisy environments was emphasised for some employees;

f necessity for the use of safety system and protective fencing when working at height was emphasised
for some employees.

Contract staff and visitors

Contract workers are instructed in the safe performance of the work in the Company’s facilities prior
to performing the work. Briefings are provided in accordance with regulatory enactments of Latvia in
compliance with the Occupational Health, Safety and Environmental Management Policy. The Company
monitors the work of contractual organisations, which contributes to creating safe working environment.

Visitors attendingthe Company’sfacilities move around theterritory being escorted by Conexus employees.
Prior to the visit, there is always a video briefing provided regarding safety requirements on the site.




Employment relations,
employee inclusion and
Involvement

GRI 405-1, CXS-2, 2-7, 2-8, 2-20, 2-21, 2-30, 11.11.5

Remuneration policy

Great value of Conexus is its professional, qualified, competent, res-
ponsible, loyal and motivated staff which, using their knowledge and
skills, contribute to the achievement of the strategic goals of Conexus.
Employees are one of Conexus’ most important strategic resources
contributing to Conexus’ high efficiency.

The goal of the Company’s Human Resources and Remuneration
Policy is to implement effective Company’s practice in dealing with
matters of human resources management to introduce sustainable
management of internal resources, ensuring competitive and motiva-
ting remuneration, as well as employee succession and competence
development.

Conexus human resources management guidelines are:

f Professionalism — employees are competent in their respective
fields, focused on acquiring new skills and abilities, sharing knowle-
dge and experience both nationally and internationally;

é Quality — employees ensure high quality in the execution of the
specified tasks through accurate, prompt and professional perfor-
mance of their duties and an honest attitude;

( Development — the Company supports the professional growth
and purposefulness of employees by ensuring, to the extent possible,
adequate training and career development for them both in horizon-
tal and vertical aspect;

* Stability — the Company’s operations are stable and oriented

towards long term development. The Company takes care of its em-
ployees and strengthens their sense of security through stable work,
adequate remuneration and social guarantees;

f Prohibition of discrimination — the Company recognizes equal
role of each person in the development of the Company, regardless of
race, colour of skin, gender, religious, political or other beliefs, national
or social origin, wealth or marital status and other circumstances All
employees are provided with the same rights.

CONEXUS REMUNERATION SYSTEM
IS BASED ON THE FOLLOWING
FUNDAMENTAL PRINCIPLES:

COMPETITIVENESS -
level of remuneration is
in line with labour market
trends;

FAIRNESS - the remuneration
system is proportionate and ba-
sed on uniform principles throu-
ghout the Company. Remunera-
tion is commensurate with the
employee’s qualifications and
contribution;

V.

MOTIVATION - promotes
professional growth of
employees and motivates
employees to perform quality
work and achieve goals.

TRANSPARENCY - the
remuneration system is
understandable to all
employees of the Company;




Employee remuneration depends on the position, qualifications,
amount of work to be performed, abilities, attitude and contribution
to the Company, achievement of the structural unit’'s and individual
goals (link between the work contributed and the remuneration re-
ceived), as well as the Company’s performance indicators. In order
to remain competitive and in line with current remuneration trends,
every year, the Company evaluates its practices in this area by con-
ducting surveys in association with the human resources manage-
ment consulting firm “Figure Baltic Advisory”. Considering the current
remuneration trends in Latvia, the Company evaluates and reviews
remuneration accordingly.

Conexus remuneration structure consists of three components:

* Basic salary —the salary specified in the employee's employment
contract according to the job evaluation in the approved list of posi-
tions;

} Variable portion of remuneration — the portion of remuneration
disbursed to the employees for work performance, which an em-
ployee may receive in addition to his/her basic salary as a bonus,
the amount of which depends on the achievement of the Company's
overall goals and the employee's individual performance. Employees
are granted also an irregular individual bonus for additional work;

( Additional benefits and allowances under the Collective Agree-
ment.

Budget of personnel costs is composed, and remuneration of the
employees is determined according to the basic principles defined
in the remuneration system. During the course of budget approval,
the Council is provided with explanations and justification of the
budgetary resources.

In 2022, work on the development of procedures for job evaluation
and determination of remuneration has been commenced. Work
group in cooperation with consultant of Figure Baltic Advisory
conducted evaluation of the Company’s jobs according to uniform
principles and criteria based on the analytic evaluation method of

intellectual and manual jobs.

The commenced work will continue in 2023 — based on the conducted
evaluation of jobs, process for the evaluation of the Company’s jobs,
determination and review of the employees’ basic salary will be deve-
loped and implemented to ensure fair and competitive basic salary sys-
tem adequate to the labour market trends, as well as uniform approach
for the evaluation of the Company’s jobs and determination of the basic
salary.

Remuneration of employees in 2022

The Company’s strategy pays the key attention to sustainable develop-
ment of natural gas transmission and storage business and ensuring
of infrastructure operation. Ensuring operational continuity in the long
term requires qualified workforce with special knowledge and specific
experience. In order to ensure fulfilment of these tasks with relation to
the current employees, as well as to attract fresh workforce, competiti-
ve remuneration must be offered.

Taking into account the results of the survey of the overall remuneration
conducted by Figure Baltic Advisory in 2021, as well as the forecasts
of the Bank of Latvia concerning increase in remuneration and infla-
tion for 2022, at the beginning of 2022, basic salary of the employees
was reviewed and increased. In order to ensure social protection of the
lowest-paid employees, basic salary of the employees of this category
was risen from January 2022. Remuneration of high-ranking specialists
and managers was risen from February 2022. As a result, the total re-
muneration of the Company’s employees increased by more than 8%.

Survey of the overall remuneration conducted by Figure Baltic Advisory
in 2022 identified the labour market development forecasts, geopolitical
situation and the sharp increase in inflation and energy prices related
thereto was the reason why the Company reviewed the pay rise sche-
duled for 2023 already at the end of 2022 by increasing basic monthly
salary of all the Company’s employees for full-time job by EUR 200 in<ns1:XMLFault xmlns:ns1="http://cxf.apache.org/bindings/xformat"><ns1:faultstring xmlns:ns1="http://cxf.apache.org/bindings/xformat">java.lang.OutOfMemoryError: Java heap space</ns1:faultstring></ns1:XMLFault>