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I camaroo v UDITORES
Asociados

Contadores Publicos, Auditores y Consultores

INDEPENDENT AUDITOR’S OPINION ON THE FINANCIAL STATEMENTS

To the members of the Directive Board and Executive Director
PROFONANPE
Lima — Peru

June 01, 2023
Opinion

1, We have audited the accompanying financial statements of PROFONANPE which comprise the
statements of financial position as of December 31, 2022 and 2021, statement of comprehensive
income, changes in equity and cash flows for the years then ended, and a summary of significant
accounting policies and other explanatory notes from 1 to 24.

2. In our opinion, the financial statements above indicated present fairly, in all material respects, the
financial position of PROFONANPE as of December 31, 2022 and 2021, as well as its financial
performance and its cash flows for the years then ended, in accordance with accounting principles
described in Note 2 to the audited financial statements.

Matter of importance -

3. According to the principles and practices used by PROFONANPE for the accounting registration of
funds from Agreements financed by International Cooperation Agencies, and private companies and
non — profit organizations, in which it acts as manager of donated financial resources and in other
cases derive these to other Government entities or non-profit organizations for the realization of
projects on conservation and management of the environment, funds received and expenses
executed are recorded through assets accounts (Cash and Cash Equivalents and Financial
Investment) and liabilities (Management Funds), which is why they are not included as revenue or
as expense in the statement of comprehensive income for the period. This same accounting
treatment is applicable for the operations related to the "Funds" that come from the transfers of
financial resources made by the Ministry of Energy and Mines and the Agency for Environmental
Assessment and Control, by virtue of which, the resources received from each estate trust fund and
executed disbursements are accounted in asset and liability accounts, while the commissions for the
administration of the trusts are shown in the income statement.

Basis for opinion

4. We conducted our audits in accordance with International Standards on Auditing — ISA formalized in
Peru by the Board of Deans of the Peruvian Institute of Public Accountants. Our responsibilities under
those standards are further described in the Auditor’s Responsibilities for the Audit of the Financial
Statements section. We are independent of PROFONANPE in accordance with the Code of Ethics for
Professional Accountants of the International Ethics Standards Board for Accountants (IESBA) and
the ethical requirements of the Code of Professional Ethics issued by the Board of Deans of Peruvian
Institute of Public Accountants that are relevant to our audit of financial statements. We have
complied with our ethical responsibilities under the IESBA Code of Ethics and the ethical
requirements of the Code of Professional Ethics of the Board of Deans of the Peruvian Institute of
Public Accountants.
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We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis
for our audit opinion.

Management’ Responsibility for the financial statements

Management is responsible for the preparation and fair presentation of the accompanying financial
statements in accordance with accounting standards applicable to not-for-profit organizations and for
such internal control as Management determines is necessary to enable the preparation of financial
statements that are free from material misstatement, whether due to fraud or error.

In preparing the financial statements, Management is responsible for assessing the entity's ability to
continue as a going concern, disclosing, as appropriate, matters related to this accounting principle
and its use, unless Management intends to liquidate the entity or cease operations, unless it has no
realistic alternative but to do so. Those charged with governance of the entity are responsible for
overseeing the process of preparing its financial information.

Auditor’s Responsibilities for the Audit of the Financial Statements

Our objectives are to obtain reasonable assurance about whether the financial statements of
PROFONANPE as a whole are free from material misstatement, whether due to fraud or error, and
to issue the audit report that includes our opinion. Reasonable assurance is a high level of assurance,
but is not a guarantee that an audit conducted in accordance with International Standards on
Auditing, will always detect a material misstatement when it exists. Misstatements can arise from
fraud or error and are considered material if, individually or in the aggregate, they could reasonably
be expected to influence the economic decisions of users taken on the basis of the financial
statements.

As part of an audit in accordance with International Standards on Auditing approved for application
in Peru by the Board of Deans of the Peruvian Institute of Public Accountants, we exercise
professional judgment and maintain professional skepticism throughout the audit.

Also:

a) We identify and assess the risks of material misstatement of the financial statements, whether
due to fraud or error. We design and perform audit procedures responsive to those risks and
applied audit procedures to respond to those risks and obtained sufficient appropriate
evidence to provide a basis for our opinion. The risk of not detecting a material misstatement
resulting from fraud may involve collusion, forgery, intentional omissions, misrepresentations,
or the override of internal control.

b) We obtain an understanding of internal control relevant to the audit in order to design audit
procedures that are appropriate in the circumstances, but not for the purpose of expressing
an opinion on the effectiveness of the Entity’s internal control.

c) We evaluate the appropriateness of accounting policies used and the reasonableness of
accounting estimates and related disclosures made by Management.



d) We conclude on the appropriateness of Management's use of the going concern basis of
accounting and, based on the audit evidence obtained, whether a material uncertainty exists
related to events or conditions that may cast significant doubt on the entity's ability to
continue as a going concern. If we conclude that a material uncertainty exists, we are required
to draw attention in our auditor's report to disclosures related to the financial statements or,
if these disclosures are inadequate, to modify our opinion. The conclusions are based on the
audit evidence obtained up to the date of our audit report. However, future events or
conditions may cause the entity to cease to operate as a going concern.

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

We communicate to those charged with governance of PROFONANPE a statement that we have
complied with ethical requirements, including the planned scope and timing of the audit, as well as
any deficiencies in internal control identified during the audit.

o, (smango R il

Lima, Peru
June 01, 2023

Countersigned

\Ogva‘hio Fonseca Luna

Certified Public Accountant
Registration N° 8095



ASSETS
CURRENT ASSETS

Cash and cash equivalents

QOther accounts receivable, current

Prepaid expenses

Financial investments, current
Total Current Assets

NON-CURRENT ASSETS
Other accounts receivable Non-current
Financial investments, Non-current
Furniture and equipment, net
Intangibles, net

Total Non-Current Assets

Total Assets

Off-Balance sheet accounts

PROFONANPE

STATEMENT OF FINANCIAL POSITION
AS OF DECEMBER 31, 2022, AND 2021
(In American Dollars)

Nota 2022 2021 Nota 2022 2021
LIABILITIES AND EQUITY
CURRENT LIABILITIES

Accounts payable 1,299 305

3 10,000,316 16,576,104 Other accounts payable, current 9 1,168,375 1,113,278

4 1,316,871 1,079,436 Total Current Liabilities 1,169,674 1,113,583
5 124,450 173,602
6 13,215,046 8,707,988

24,656,683 26,537,130 NON-CURRENT LIABILITIES

Accounts payable, non-current 9 233,923 233,923

Deferred liabilities 10 217,768 214,880

4 233,923 233,923 Total Non-Current Liabilities 11 198,171,793 174,650,077

6 174,757,532 149,295,519 Total Liabilities 198,623,484 175,098,880

7 41,143 36,073 Accounts payable, non-current 199,793,158 176,212,463
8 95,362 198,744

175,127,960 149,764,259 EQUITY

Retained Earnings 12 ( 8,515) 88,926

Total Equity ( 8,515) 88,926

199,784,643 176,301,389 Total Liabilities and Equity 199,784,643 176,301,389

13 3,212,267 474,452 Off-Balance sheet accounts 13 3,212,267 474,452

The accompanying notes from page 9 to 34 are part of the financial statements.




PROFONANPE

STATEMENT OF COMPREHENSIVE INCOME
AS OF DECEMBER 31, 2022, AND 2021
(In American Dollars)

Note 2022 2021
REVENUES
Other income 14 3,246,542 1,774,384
Total revenues 3,246,542 1,774,384
EXPENSES
Administrative expenses 15-18 (3,523,441) (1,789,158)
Provisions 19 (46,031) ( 51,561)
Total expenses (322,930) ( 66,335)
OTHER INCOME (EXPENSES)
Financial income and expenses, net 20 319,501 30,511
319,501 30,511
Integral Result (3,429) ( 35,824)

The accompanying notes from page 9 to 34 are part of the financial statements.



PROFONANPE

STATEMENT OF CHANGES IN EQUITY
AS OF DECEMBER 31, 2022, AND 2021

(In American Dollars)

Net Retained
income earnings Total
Balance at January 01, 2020 (143,121) 29,621 (113,500)
Previous years adjustments - 238,250 238,250
Results of the year ( 35,824) - ( 35,824)
Balance at December 31, 2021 ( 178,945) 267,871 88,926
Previous years adjustments - (94,012) (94,012)
Results of the year (3,429) - (3,429)
Balance at December 31, 2022 (182,374) 173,859 (8,515)

The accompanying notes from page 9 to 34 are part of the financial statements.



PROFONANPE

STATEMENT OF CASH FLOW
AS OF DECEMBER 31, 2022, AND 2021
(In American Dollars)

2022 2021

CASH FLOWS FROM OPERATING ACTIVITIES

Income by investment funds and portfolio 54,302,089 75,487,561
Income by contributions of institutional development 2,123,126 1,419,520
Financial income 140,810 153,173
Other collections related to activity 317,793 258,365
CASH FLOWS FROM OPERATING ACTIVITIES 56,883,818 77,318,619
Less:

Suppliers (22,105) (1,110)
Wages (34,821) (81,692)
Taxes } :

Project transfers

Other accounts payable related to activity

(35,888,021)

(54,251,699)

(35,944,947)

(54,334,501)

Cash and cash equivalents provided by operating activities 20,938,871 22,984,118
CASH FLOWS FROM INVESTING ACTIVITIES
Increase of fixed asset by purchases (12,501,551) (10,949,878)
Increase in intangible assets of purchases (3,200,738) (2,956,519)
Increase (decrease) of financial investments (708,890) (791,673)
Cash from investing activities (7,625,667) (4,605,767)
CASH FLOWS FROM INVESTING ACTIVITIES (3,477,813) (28,800,033)
(27,514,659) (48,103,870)
Increase (decrease) in assets and cash equivalents in the year, net (6,575,788) (25,119,752)
Cash and cash equivalent at the beginning of the year 16,576,104 41,695,856
Cash and cash equivalents at the end of the year (Note 3) 10,000,316 16,576,104

The accompanying notes from page 9 to 34 are part of the financial statements.
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PROFONANPE

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEARS ENDED DECEMBER 31, 2022 AND 2021

GENERAL INFORMATION
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1.2

13

Identification

The Peru’s Fund for the Promotion of Protected Areas (hereinafter PROFONANPE), is a non-
profit institution of private law and public and social interest, established by Law Decree N°
26154 dated December 29, 1992. On February 24, 2021, Supreme Decree No. 001-2021-MINAM
was published, which approves the Internal Regulations of PROFONANPE, repealing the
previous regulations approved by Supreme Decree No. 024-93-AG.

The regulation of the PROFONANPE's social status was approved by its Board of Directors at
the meeting dated August 25, 2009 and registered in the Public Records in Lima, Peru, on
January 15, 2010. PROFONANPE is governed by its Statutes and by the rules of the Civil Code of
Peru.

By provision of Emergency Decree No. 022-2020, the Executive Power empowered
PROFONANPE to carry out the merger by absorption of the National Environment Fund -
FONAM, whose process was approved by the PROFONANPE Board of Directors on June 15,

2020.

The legal address of PROFONANPE is located at Félix Dibos No. 400, District of Magdalena del
Mar, Lima.

Economic activity

Activities developed by PROFONANPE are outlined by Law N° 26154 and its regulations
approved by the Executive Branch which establishes the National Fund for Natural Areas
Protected by the Government — FONANPE, constituted as an intangible trust fund for
conservation of natural protected areas. Such activities are aimed to the conservation,
protection and management of Peru’s protected areas, promoting conservation and sustainable
development of influence zones, like the conservation of cultural and natural heritage included
in the protected areas. The projects executed by PROFONANPE are funded by different
International Cooperation Agencies and other non-profit organizations.

Funds managed by PROFONANPE

In compliance with its corporate purpose, PROFONANPE manages the trust fund established by
Article 1 of Law N° 26154 aimed to the conservation, protection and management of natural
areas protected by the Government. At December 31, 2022, PROFONANPE remains under its
management a set of projects funded by International Technical Cooperation Agencies and
Government Agencies through the form of an Exchange of External Debt for Nature, as well as

private sector entities.

The detail of projects managed by PROFONANPE at December 31, 2022, is shown below:



Project

Project desctiption

Financian Agency

PY-015

PY-024
PY-036
PY-046
PY-056
PY-058
PY-060

PY-062
PY-064
Py-065
PY-066
PY-067
PY-069
PY-072
PY-073
PY-074
PY-079
PY-084
PY-089

PY-090
PY-091
PY-094
PY-097
PY-098
PY-099
PY-100
PY-101
PY-107
PY-108
PY-109
PY-110
PY-112
PY-113
PY-115

PY-116

PY-117
PY-118
PY-119
PY-120
PY-121
PY-122
PY-123
PY-124
PY-125
PY-126
PY-127
PY-128
Py-129
PY-132
PY-133
PY-135
PY-139

Proyecto Establecimiento del Fondo para la Gestiony
Recuperacion de la Reserva Nacional de Paracas.
Programa de Premios Carlos Ponce

Proyecto Gestion Efectiva ANP

Proyecto Morona Pastaza

Fondo Patrimonial Puntas e Islas

Portafolio MRESE

Adaptacion a los Impactos del Cambio Climatico en el Ecosistema

Marino Costero del Peru

Humedales del Datem del Marafién

Vilcanota Polylepis

Portafolio MRESE

PAN (I

FORASAN

Protocolo de Nagoya

Creacién de un Modelo de Bionegocios Basado en Energia
Adaptacion a los Impactos del Cambio Climatico
Asegurando el Futuro de las ANP del Peru
Proyecto SIPAM

FORTALECIMIENTO MOORE

Portafolio PAN 1II

Iniciativa PDP

Gestion Efectiva del Parque Nacional de Yaguas, Fase Il
APORTE -PMRI-Il PNSU

Apoyo al SERNANP

INNOVA

PROCODES

FOREST IV

Fideicomiso SCOTIA BANK

Cotahuasi

Sierra del Divisor IV

Plan de Accion Fortalecimiento de Plataformas - MDA
Forest V

Rio Forest

Acuerdo CPF Il

Fortalecimiento Capacidades Nativas Remediacion Ambiental
Fortalecimiento Capacidades Entidades Publicas Remediacion
Ambiental

Gestion Programa de Pasivos Ambientales

Fondo de Contingencia para Remediacién Ambiental
Recuerdo Mi Mar

Asistencia Humanitaria - BID

Coordinando la respuesta de las ONG

Bosques

ZR Cordillera Huayhuash

Pequenas Donaciones CEPF IlI

Fortalecimiento Gestidn Reserva Nacional lllescas
ANP Amazonia

Campafia Asegurando

Unido Callao

PHD PNIPA Sinchi Roca

Forest V

Participa ANP

NORAD

REDD Cordillera Azul Ii

GEF-BIRF / PLUS PETROL

Cl

KfW Alemania
Gobierno de Alemania
GEF-BIRF

FIDA

Fondo de Adaptacidn

Green Climate Fund

cl

FIDA-Naciones Unidas
Alemania — KFW

Junta Usuarios Bajo Piura
PNUMA

KOICA — Corea del Sur

Fondo de Adaptacion

GEF WWF

FAO

Fund Gordon & Betty Moore
KfW Alemania

GEF — WWF, Moores Foundation y
Andes Amazon Fund

New Venture Fund

KFwW

PROFONANPE

Moore Foundation
PROFONANPE

USAID/Servicio Forestal de EEUU.
Ministerio de Energia y Minas
MINERA ARES

New Venture Fund
Mecanismos Desarrollo Alterno
USAID/Servicio Forestal USA
Varios

CEPF

MINEM

MINEM

MINEM
MINEM/OEFA
PROFONANPE

BID

USAID

BID

Andes Amazon Fund
CEPF

New Venture Fund
PROFONANPE
PROFONANPE

UNIDO

PROFONANPE
USAID/Servicio Forestal de EEUU.
FUNDACION MOORE
Gobierno de Noruega
CIMA

10
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1.5

New general guidelines for the Investment Portfolio

In the extraordinary session held on August 6, 2020, the Board of Directors approved the general
guidelines of PROFONANPE's investment portfolio in a local bank, setting the investment ranges
at 40% and 100% in fixed-income financial assets; from 0% to 40% in variable income financial
assets; and, from 0% to 20% in alternative income financial assets. In the ordinary session of the
Board of Directors on December 20, 2021, agreed to select the company JP Morgan of the
United States of America to act as asset manager of PROFONANPE's investment portfolio, as
well as various documents for good corporate governance, including investment policy.

Constitution of Trusts

Upon completion of the merger by absorption process carried out by PROFONANPE on the
assets, liabilities and equity of FONAM, it assumed with banking institutions the contractual
position, rights and obligations derived from the trust agreements, these being the following:

a) Trust FONAM III

Through Addendums No. 1 and No. 2 to the investment and administration trust
agreement dated December 27, 2019, signed on February 12 and May 5, 2021, between
PROFONANPE and Corporacion Financiera de Desarrollo - COFIDE, it was established the
administration of the trust property. This patrimony comprises S/ 183,422,001
(Ministerial Resolution No. 415-2019-MINEM); S/ 88,268,335 (Ministerial Resolution No.
399-2020-MINEM); and, S/ 98,000,000 (Ministerial Resolution No. 133-2021—MINEM).
This trust is oriented to finance the actions for the execution of works for the remediation
of the sites impacted by hydrocarbon activities. In 2022, the Goverment approved a
financial transfer in favor of PROFONANPE through Ministerial Resolution No. 358-2022-
EM of October 3, 2022 for 12 million soles for said purpose. The accumulated balance as
of December 31, 2022 of the trust amounted to S/ 373,164,450.

b) Trust FONAM I

In accordance with the investment and payments trust agreement entered into on
September 25, 2015, between FONAM and COFIDE, on August 17, 2020, PROFONANPE
and COFIDE signed Addendum 1 to the agreement, in order to manage the trust assets.
The trustee assumed the contractual position, rights and obligations of FONAM derived
from the contract. With the trust assets, the Environmental Remediation Contingency
Fund was established, in accordance with Law 30321, whose amount as of December 31,
2021 amounted to 24 million soles.

c) Contingency Fund for Environmental Remediation

In the letter of December 15, 2020 sent by SCOTIA BANK PERU, it informs that according
to the merger by absorption of FONAM registered in the respective registry entry in the
Public Registries of Lima, it is not necessary to make any addendum in view that legally
all reference to FONAM means that it is now PROFONANPE. This matter is related to the
fund administration trust contract signed with SCOTIABANK PERU on February 21, 2007.
The amount of the trust under the aforementioned contract amounted to S/ 10,000,000.,
in accordance with the provisions of Ministerial Resolution No. 619-2006-MEM approved
by the Ministry of Energy and Mines on December 27, 2006.

11



1.6 Approval of financial statements

The financial statements for the year ended December 31, 2022 have been issued and will be
submitted for approval of the Board of Directors, in accordance with literal I), article Fifteenth,
Title 11l of the PROFONANPE’ Bylaws.

ACCOUNTING PRINCIPLES AND PRACTICES

The accounting principles and practices applied in the preparation and presentation of these financial
statements are detailed below. These principles and practices have been applied consistently in the year
presented, unless otherwise indicated:

a) Basis of preparation and presentation of financial statements

(a.1)

(a.2)

Basis of preparation

The financial statements are prepared and presented on the basis of accounting policies
established by the institution, which are based on Peruvian Generally Accepted
Accounting Principles.

The information contained in PROFONANPE’s financial statements is the responsability
of the Executive Management, which expressly confirms that it is present in accordance
with the accounting principles and practices applicable to non-profit associations in Peru.
The financial statements are prepared on the basis of accounting records, according to
the historical cost accounting principles, except for the financial assets at fair value.

Basis of presentation

The financial statements are expressed in American dollars as part of this report, which
are the result of applying on the historical financial statements in Soles the methodology
for translating balances at year end in foreign currency adopted by the entity. This
methodology is intended to prepare the financial statements in order to show the impact
of foreign currency in local currency, on the basis of one fiscal year, therefore it is
considered the following guidelines:

i) The conversion process initially requires quantifying the functional currency,
which in this case is the Sol.

ii) The conversion is performed on the following statements: statement of financial
position; statement of comprehensive income; statement of changes in equity and
statement of cash flows, which are referred to the historic conversion of non-
monetary items and show the effect of conversion on all operations of the period
under review.

iii) The balances of monetary items are translated at the exchange rate at year end
established by the Superintendence of Banking and Insurance and AFP, and
income and expenses in foreign currency are translated at the exchange rate of
the date when each transaction occurred.

iv) Exchange rates published by the Superintendence of Banking and Insurance and
AFP at December 31, 2022 for transactions of purchase and sale for American
dollar, were S/. 3.808 and S/. 3.998, respectively. (S/ 3.820 and S/ 3.975 for
transaction of purchase and sale at December 31, 2021).

12



b)

c)

d)

e)

Functional currency

Items included in the financial statements are expressed in the currency of the primary
economic environment in which the entity (functional currency) operates. The financial
statements are presented in Soles which is the functional and presentation currency.
Nevertheless, the financial statements are also presented in American dollars at the end of the

period.
Cash and cash equivalents

For purposes of the statement of cash flows, cash and cash equivalents comprise cash in hand,
deposits in current accounts and time deposits in bank institutions. These accounts are not
subject to a significant risk of changes in value.

Use of estimates

The preparation of financial statements in accordance with applicable accounting standards
requires the entity makes estimates and assumptions in determining the amounts of assets and
liabilities, income and expenses, and disclosure of significant events in the notes to the financial
statements. Actual results could differ from those estimates. Estimates are continually
evaluated and are based on historical experience and other factors. The significant estimates
related to the accompanying financial statements are referred mainly to the depreciation of
fixed assets and amortization of intangibles.

Financial instruments

Financial instruments are defined as any contract that simultaneously gives rise to a financial
asset in one entity and a financial liability or equity instrument in another entity. Financial assets
and liabilities are recognized when the institution becomes a party to the contractual
arrangements of the related instruments.

Financial assets and liabilities are initially recognized at fair value plus transaction costs directly
attributable to their purchase or issue, except for those classified at fair value through profit or
loss, which are initially recognized at fair value and whose transaction cost directly attributable
to their acquisition or issue are immediately recognized in profit or loss for the year.

Financial assets

Financial assets are classified at initial recognition as measured at amortized cost, at fair value
through other comprehensive income and at fair value through profit or loss.

The classification of financial assets at initial recognition depends on the contractual cash flow
characteristics of the financial asset ante the institution’s business model for managing them.

The institution’s business model for the financial asset management refers to how it manages
its financial assets to generate cash flows. The business model determines whether cash flows
will result from the collection of contractual cash flows, the sale of the financial assets, or both.

Purchases or sales of financial assets that require delivery of assets within a period of time

established by regulation or convention in the market (regular transactions) are recognized on
the trade date, that is, the date on which the entity commits to purchase or sell the asset.

13



Classification of financial assets

All recognized financial assets are subsequently measured in their entirety at either amortized
cost or fair value, depending on the classification of these assets. Debt instruments that meet
the following conditions are subsequently measured at amortized cost. i) the financial assets is
held within a business model whose objective is to hold financial assets to collect contractual
cash flows; and ii) the contractual terms of the financial asset give rise, on specified dates, to
cash flows that are solely payments of principal and interest on the outstanding principal
amount. Financial assets at fair value through profit or loss include: i) financial assets held for
trading; ii) financial assets mandatorily required to be measured at fair value.

As of December 31,2022, the institution maintains financial assets at fair value and financial
assets at amortized cost. Financial assets at fair value includes cash and cash equivalents and
other financial assets. Cash and cash equivalents and other financial assets because they are a
method of payment and therefore, it is the basis on which all transactions are identified and
recognized in the financial statements. Financial assets at fair value through profit or loss are
recorded in the statement of financial position at fair value with net changes in fair value
recognized in the statement income. Financial assets at amortized cost, includes other accounts
receivable. These financial assets at amortized cost are subsequently measured using the
effective interest rate method and are subject to impairment. Gains and losses are recognized
in income when the asset is derecognized or impaired.

A financial asset is derecognized when: i} the rights to receive cash flows from the asset have
terminated; ii) the entity has transferred its rights to receive cash flows from the asset or has
assumed an obligation to pay the entire cash flow received immediately to a third party under
a pass-through arrangement or; iii) the entity has substantially transferred all the risks and
rewards of the asset, or if it has neither transferred nor retained substantially all the risks and
reward of the asset, if it has transferred its control.

Financial liabilities

Financial liabilities are classified at initial recognition as financial liabilities at fair value through
profit or loss loans and receivable payable or as derivatives designated as hedging instruments
in an effective hedge.

All financial liabilities are initially recognized at fair value and, in the case of loans and
receivables and accounts payable, net of directly attributable transaction costs.

Financial liabilities on initial recognition are classified as financial liabilities at fair value through
profit or loss, loans, accounts payable and other equivalents, as appropriate.

Financial instruments (assets and liabilities) are offset when there is a legal right to offset them
and management intends to settle them on net basis or to realize the asset and settle the

liability simultaneously.
A liability is derecognized when the obligation related to the liability is discharged or expires.
As of December 31,2022, the entity maintains the loan and accounts payable category, which

includes trade accounts payable, miscellaneous accounts payable and administration funds in
the statement of financial position.

14



f)

Investment financial

The Entity’s investment portfolio consists of a set of Funds created at the request of
International Cooperation Agencies included in the agreements signed with PROFONANPE for
the implementation of environmental projects. The Investment Portfolio is managed by a local
financial entity and a bank in Switzerland, on the basis of the trust commission contracts
entered into and include an automatic renewal clause, which are distributed in fixed and
variable income financial assets. These financial assets are recorded at cost in foreign currency
and are presented at fair value at the end of the period.

The yields at the end of the year represent the increases obtained by the investment portfolios,
which are related to the projects financed by each Agreement. The use of the yields generated
by the investments is restricted to the amounts of the budgets prepared by the entity that
administers the projects, which must be approved by the respective International Cooperation
Organizations

The decreases in each investment portfolio are recorded when there is the withdrawal of funds
for the execution of projects that gave rise to them and the payment of commissions for the
management of the portfolios against the heading Funds in Administration.

Additionally, in application of the provisions of Emergency Decree 022-2020, PROFONANPE
administers the denominated Trusts: FONAM |I; Fund for the Remediation of Environmental
Liabilities; and, FONAM llI, which were previously in charge of the former National Fund for the
Environment. The yields generated by the funds in trust and the withdrawals are recorded
under the Funds in Administration caption in liabilities.

Furniture and equipment and accumulated depreciation

Fixed assets are initially recorded at historical cost. Subsequently, they are measured at cost,
less accumulated depreciation and the cumulative amount of losses by impairment of assets if
applicable. Disbursements for maintenance and repairs are charged to results and all renewal
and improvement, is charged to results. All renewal and improvement is always capitalized as

long as:
- It is probable that the entity obtains future economic benefits and,

- Its cost can be valued reliably. The cost and corresponding accumulated depreciation of
sold or retired assets are removed from the respective accounts and withdrawn net cost
is included in the results of the year.

The improvements made to the leased properties are recorded as post of the fixed assets,
including the corresponding depreciation.

Maintenance and major repairs

The major maintenance includes the replacement cost of parts of the assets and the overhaul
cost that takes place every certain number of periods, in order to maintain the asset’s
operational capability. The cost of major maintenance capitalizes in the initial recognition of the
asset, as a separate component of the good and is depreciated on the estimate of time when
the next major maintenance will be required.

Depreciation

The depreciation of assets that comprise this category is calculated following the straight-line
method, in order to assign the cost during their estimated useful life, whose detail is as follows:
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h)

i)

Years

Furniture and facilities 10
Computer equipment 04
Transport units and equipment 05
Other equipment 10

The residual value, useful life and depreciation method are periodically reviewed to ensure that
the method and the depreciation period are consistent with future economic benefits and life
expectations of the items in this category.

Intangible

Assets are recorded at acquisition cost, less accumulated amortization and the cumulative
amount of losses by impairment of assets, if applicable. These assets include, primarily, the
acquisition of software used in entity’s operations and are recognized when:

- The property is under the control of the entity.
- The good is identifiable to any contractual rights
- Future benefits are expected.

The intangibles that are acquired with funds from projects financed by international
cooperation are registered in the caption "funds in administration”

The limited life intangible assets are amortized in a maximum period of 10 years. As a policy,
intangibles are amortized under the straight-line method on the basis of its estimated useful
life. The period and amortization method are reviewed at the end of the period.

Impairment of assets

When there are events or economic changes that indicate the value of a long-lived asset may
not be recoverable, the Executive Director reviews at each date of the statement of financial
situation, the carrying amount of these assets. If after this analysis, it seems that its carrying
amount exceeds its recoverable value, a loss for impairment is recognized in the income
statement. Recoverable amounts are estimated for each asset.

Management funds

This category represents a deferred liability that reflects the net funds to implement the
projects financed by cooperation international donors that PROFONANPE maintained under
management. These funds come from cash transfers received to form investment portfolios and
/ or to the implementation of expenditure on projects.

Credits under this heading occur when the entity receives funds from international cooperating
sources to finance the expenses foreseen in the budget of the Agreement, as well as when
donors provide for the increase in the investment portfolio created previously. The returns
obtained by the portfolios in the year are recorded as a credit to this item and directly affect
the balance of the corresponding project subaccount.

Charges in this item are recorded for: i) the withdrawal of funds from the Portfolio required by
the entity for the activities in some project; ii) payment of trust commissions in favor of the
financial institution that administers the portfolio; and, iii) when the investment Portfolios
obtain negative yields. Also, the dishursements of projects that require the acquisition of
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MOVEMENT OF INVESTMENT PORTFOLIO

PROFONANPE

AS OF DECEMBER 31, 2022
(In American Dollars)

Annex 1

Project Balance as of Commisions . Balance as of
Donor N° 12.31.2021 Contributions and Gross yield Withdrawals 12.31.202
management

Paracast Donacion PLUSPETROL PY 015 6,433,599 - (3,859) (868,967) (49,028) 5,511,745
Donaciéon BM-GEF-KfW - PRONANP PY 035 11,256,118 - (35,757) (1,135,379) (113,218) 9,971,764
MEFt Conversién de deuda Alemania Morona PY 046 3,239,628 - (2,390) (452,797) (15,458) 2,768,983
Banco Mundial-Donacién -Puntas e Islas PY 056 2,126,108 - (1,762) (273,677) (13,113) 1,837,556
Datem del Marafiont Fondo Verde del Clima PY¥ 062 200,764 9,070 (160) 2,238 (132,428) 79,484
Donacién GEF-Vilcanota Polylepis PY 064 1,122,748 - (1,216) (158,038) (6,121) 957,373
FIDA-MERESE PY 065 2,423,264 - (1,913) (324,288) (87,205) 2,009,858
FONANPE PY 080 15,725,334 - (8,624) (2,162,299) (1,285,412) 12,268,999
Portafolio PAN Il PY 089 2,141,070 - (1,777) (299,060) (10,609) 1,829,624
Fortalecimiento SINANPE PY 085 736,553 1,195,730 (2,854) 4,073 (329,255) 1,604,247
Trust Fund Cordillera Azul PY 139 - 27,200,000 - 31,741 - 27,231,741
Fideicomiso - FONAM I PY 095 6,733,295 - (23,183) 229,312 (794,481) 6,144,943
Fidei'comiso - Remediacién de Pasivos Ambientales PY 101

Scotiabank 1,182,498 - (6,658) 15,922 (12,511) 1,179,251
Fideicomiso - FONAM 1| PY 105 95,974,537 3,111,600 (191,238) 4,583,757 (2,116,692) 101,361,964
Total 149,295,519 31,516,400 (281,391) (807,462) (4,965,531) 174,757,532
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