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Corporate governance report

Hbéegh LNG Holdings Ltd. (“H6egh LNG
Holdings” or “company”) is an exempted
company limited by shares, domiciled and
incorporated under the laws of Bermuda.

Hoéegh LNG Holdings Ltd. is a private company
owned by Larus Holding Ltd., which is a 50-

50 joint venture between Leif Hoegh & Co.

Ltd. and Floating Infrastructure LP. Leif Hoegh
& Co. Ltd. is indirectly controlled by Leif O.
Heegh and family trusts under which Morten

W. Hgegh and his immediate family are the
primary beneficiaries. Floating Infrastructure LP
is owned by funds which is managed by Morgan
Stanley Infrastructure Holdings Inc.

The company is subject to Bermudian law
regarding corporate governance. As the
company has issued two bonds which are listed
on Oslo Bers (tickers: HLNGO3 and HLNGO04),
the company is required to provide a report

on its corporate governance as further set out
in section 6.3.6 of the Oslo Bers rulebook Il -
issuer rules (the “issuer rules”).

Hbéegh LNG (the company and its subsidiaries)
has adopted and implemented a corporate
governance system which mainly complies with
the Norwegian code of practice for corporate
governance (the “Norwegian corporate
governance code”). This system aims to
enhance business performance by mitigating
risk and enhancing accountability, which is
crucial for maintaining the trust of stakeholders
and the company’s strong reputation in the
financial market. The deviations from the
Norwegian corporate governance code are
predominantly attributable to the fact that

the company is a privately held company and
incorporated in Bermuda and the deviations are
further described in this report. The Norwegian
corporate governance code is published at

www.nues.no and the issuer rules are published
on the Oslo Bers website at www.euronext.com.

Implementation and
reporting on corporate
governance

The foundation of corporate governance in
Hbéegh LNG is set out in the company’s bye-
laws, in addition to a governing principles policy
and Hoegh LNG’s code of conduct.

Governing
policies

Governing
procedures
Functional policies
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Roles, responsibility and competence

The governing principles policy is based on

the Norwegian corporate governance code

and is approved by the board. It identifies the
key governing bodies in Hoegh LNG, describes
the roles and responsibilities of the governing
bodies and functions of the group, and specifies
requirements for the business with regard to
important governing processes, documents and
systems. The board has also adopted governing
procedures to implement the principles set

out in the governing principles policy. These
procedures include separate charters for the
board of directors, the coordination committee
and the capital structure committee, as well as
instructions for both the President and CEO and
the group’s chief compliance officer.
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Hoegh LNG and the group’s employees are
required to adhere to and comply with laws and
regulations, including on international trade and
economic sanctions, and Héegh LNG'’s standards
for ethics, health, safety, the environment

and quality as further set out in Héegh LNG’s
code of conduct, the insider trading policy and
the procedure for governmental investigation
adopted by the board. In addition, the board has
adopted a supplier code of conduct which all
suppliers are required to adhere to.

Through compliance with the above, the board
and management contributes to achieving the
following objectives:

Trust: Good corporate governance establishes a
basis for trust in the board and the management
by the shareholders and other stakeholders.

Transparency: Communication with the
company’s stakeholders will be based on
transparency concerning both Héegh LNG’s
business, which is important for assessing the
company’s development, and its financial position.

Independence: The relationship between the
board, the management and the shareholders
will be on an independent basis to ensure that
decisions are made on a qualified and neutral
basis.

Equality: Hoegh LNG aims to give all its
shareholders equal treatment and rights.

Control and management: Good control and
governance mechanisms will contribute to

predictability and risk reduction.

Deviations from the code: None.

Business

In November 2022, the board approved new
purpose and mission statements and a new
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strategy and values. The company’s purpose is
accelerating countries to energy security and
transition by providing innovative and flexible
marine energy infrastructure. Héegh LNG’s
values are: (i) we innovate with customers and
partners, (ii) we delivery excellence as one team
and (iii) we care for people and the planet.

Hoegh LNG provides cost competitive and
flexible LNG infrastructure that form the

basis for energy security and independence
and enables the transition to a low-carbon
future. Our critical LNG infrastructure allows
all countries with a coastline to access global
LNG markets. LNG can be sourced globally
and shipped through specialised LNG carriers,
which provide consumers of natural gas with an
abundant sourcing flexibility compared to gas
transported in fixed pipelines.

We drive technological and commercial
innovation in our markets and continuously seek
excellence in our operations to maximise value
for our stakeholders while ensuring the welfare
of our employees and minimising the impact on
the environment.

We create growth and value by offering a
solution addressing three megatrends affecting
global energy systems;

* Energy security is a top geopolitical priority,
where all nations require a robust plan for
capacity of supply to meet current and
future energy demand and redundancy

o Cost of energy, including universal access to
affordable and abundant energy

o Energy transition and changes to the
energy mix to decarbonise energy systems
and minimise potential environmental and
climate change impacts

Our strategic beliefs, direction and ambitions
consider the impact of these megatrends on
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Hbéegh LNG as a company and our industry.
They guide how we develop to reach our full
potential and generate long-term value. We
plan to grow our LNG infrastructure business
and innovate clean energy terminal solutions for
emerging markets such as carbon capture and
storage (CCS), ammonia, hydrogen and other
segments - all supported by our world-class
operations.

The board evaluates the objectives, strategies
and risk profiles continuously and at least
annually.

The company has guidelines for how it
integrates considerations related to its
stakeholders into its value creation. Since
2014, Héegh LNG has issued a separate
sustainability report in accordance with Oslo
Bors’ Guidance on the Reporting of Corporate
Responsibility and the “core” level of the Global
Reporting Initiative (GRI) standard. Héegh LNG
is increasing its sustainability awareness and
efforts and changed its sustainability reporting
framework to the UN Sustainable Development
Goals (SDGs) with effect from 2021. Reference
is made to the sustainability report for further
details.

The Memorandum of Association and the
company'’s bye-laws are available on the
company’s website (www.hoeghlng.com -

corporate governance — governance documents
- other governance documents).

Deviations from the code:

e Inline with common practice for
Bermudian-registered companies, the
company’s objectives and powers, as set
out in its Memorandum of Association,
are broad and therefore wider and more
extensive than recommended in the
Norwegian corporate governance code.

Equity and dividends

Capital structure

The issued share capital in the company as of
31 December 2022 was USD 12.000, consisting
of 1200 000 fully paid common shares, each
with a par value of USD 0.01.

Book equity as of 31 December 2022 totalled
USD 726 million. Net of mark-to-market of
hedging reserves, the adjusted book equity as
of 31 December 2022 was USD 699 million.

The board regards the current level of equity
and financing as adequate in view of Héegh
LNG’s objectives, strategy and risk profile.
However, as noted in the prospects section

of the directors’ report, the ongoing war in
Ukraine may continue to impact the market for
LNG as well as for LNG carriers and FSRUs, in
particular because Russia is a global exporter
of crude oil and natural gas, but also generally.
The potential effects are complex and therefore
highly uncertain, including any potential effects
on the group’s business and operations. The
capital structure will probably be subject in the
future to the issuance of further debt relating to
scheduled refinancing and new debt, net profits
and dividend payments, potential issuance of
new equity capital and other factors.

Dividend policy

As a private company, the board of directors
has not established a dividend policy. Subject
to certain restrictions putting a cap on dividend
distributions, the board of directors will from
time to time decide any dividends payable to
the company’s shareholder.

Deviations from the code:

e Pursuant to Bermudian law and common
practice for Bermudian-registered
companies, it is not necessary to obtain
the general meeting’s approval for payment
of dividends (bye-law 15).
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Equity issuance
The authorised share capital of the company is
USD 12.000.

Deviations from the code:

The following applies pursuant to Bermudian

law and common practice for Bermudian-

registered companies.

e The board has wide powers to issue any
authorised but unissued shares in the
company on such terms and conditions as it
may decide, and may, subject to any
resolution of the shareholders in a general
meeting and to the rights of any issued
shares, attach such rights and restrictions as
the board may determine.

e The board may, without approval from the
shareholders in a general meeting, acquire
the company’s own shares to be cancelled
or held as treasury shares. These bye-law
provisions (bye-law 3) are neither limited
to specific purposes nor to a specified period
as recommended in the Norwegian corporate
governance code.

Equal treatment of
shareholders

Equal treatment of all shareholders is a core
governance principle in Héegh LNG.

The company has only one class of shares and,
on a poll, each share confers one vote at the

general meeting.

Deviations from the code: None.

Shares and negotiability

The common shares of the company are freely
transferable, and the company’s constitutional
documents impose no transfer restrictions on

Corporate governance report \ 31

the company’s common shares.

Deviations from the code: None

General meetings

Being a Bermudian entity, the general meeting
of the company is held annually in Bermuda.

The shareholders of the company are
responsible for making certain key decisions
concerning the company’s business. At the
annual general meeting (AGM), these include
the appointment of the auditor, the election of
the board of directors and the determination
of the remuneration of directors. Alternate
directors are appointed by the individual
directors and are not elected by the general
meeting. The financial statements are
presented to the AGM for information, but under
Bermudian law, the shareholders’ approval of
these are not required.

Bye-laws 19 to 35 set out extensive rules

regarding the conduct of general meetings,

including in relation to the notice of general

meetings, proceedings, voting, proxies and

corporate representatives.

Deviations from the code:

e The general meeting procedures are aligned
to the fact that the company is privately held
with one shareholder.

e The company does not have a nomination
committee.

¢ Pursuant to bye-law 27, the chairman or the
President and CEO shall act as chairman of
a general meeting. In their absence, a
chairman shall be appointed or elected by
those present at the meeting and entitled to
vote.
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Nomination committee

As a private company, the company does not
have a nomination committee.

Deviations from the code: As a private
company, the company does not have a
nomination committee.

Board of directors:
composition and
independence

The board and its chairman are elected or
appointed in the first place at the statutory
meeting of the company and thereafter, except
in the case of a casual vacancy, at the annual
general meeting or at any special general
meeting called for that purpose'. The bye-laws
provide for the board to consist of not less than
one director.

The composition of the board of directors
represent diversity in background, expertise
and gender (one female of seven directors).
There are no sub committees of the board. The
full board act as audit committee.

Currently, the board consist of the following
seven directors:

e Morten W. Hgegh (born 1973) has served
as chairman of Hoegh LNG since 2006.
Since 2003 he has been a director of Hoegh
Autoliners ASA (and its predecessors Leif
Hbéegh & Co. ASA, Leif Hoegh & Co. Ltd.
and Hoéegh Autoliners Ltd.). Morten W.
Hoegh is a director of Héegh Eiendom
Holdings AS. He is a director and Chairman
of Gard P&l (Bermuda) Ltd. and chairman
of its risk and election and governance
committees and a director and chairman of
certain of its subsidiaries. He also serves
as the Chairman of the Western Europe

" The company does not have a corporate assembly.
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committee of DNV. From 1998 to 2000,
Morten W. Hezegh worked as an investment
banker with Morgan Stanley. He holds an
MBA from Harvard Business School with
High Distinction (Baker Scholar) an MSc in
Ocean Systems Management and a BSc in
Ocean Engineering from the Massachusetts
Institute of Technology.

Johan Pfeiffer (born 1965) has served as
deputy chairman of Héegh LNG since May
2021. Johan Pfeiffer is a Managing Director
and Operating Partner with Morgan Stanley
Infrastructure Partners (MSIP). He serves
on the board of several companies in the
MSIP portfolio. Prior to Morgan Stanley,
Johan Pfeiffer was the President for Europe,
Latin America and Africa for Johnson
Controls and previously Tyco. Prior to
Johnson Controls, Johan Pfeiffer was a Vice
President for FMC Technologies in Houston
and General Manager and Managing Director
in Kongsberg, Norway. Johan Pfeiffer

was previously the Vice Chairman of the

US Petroleum Equipment and Services
Association. He holds an MBA from the
Wharton School, an MA in International
Studies from the University of Pennsylvania,
and an MSC in Material Sciences
Engineering from the Swiss Federal Institute
of Technologies (EPFL).

Leif O. Hgegh (born 1963) has served as

a director of Hoegh LNG since 2006. He

is also the chairman of Hoegh Autoliners
Autoliners ASA, Héegh Capital Partners and
Hoegh Eiendom AS. Leif O. Hgegh previously
worked for McKinsey & Company and the
Royal Bank of Canada Group. He holds

an MA in Economics from the University

of Cambridge and an MBA from Harvard
Business School.

Alberto Donzelli (born 1975) has served as
a director of Hoegh LNG since May 2021.



He is a Managing Director and co-head of
Europe for Morgan Stanley Infrastructure
Partners (MSIP). Alberto Donzelli worked

in the investment banking businesses of
UBS and Credit Suisse, where he was part
of the European Utilities Group advising

on numerous M&A transactions in Europe.
Alberto Donzelli holds a degree in Business
Administration from Bocconi University.

Martine Vice Holter (born 1967) has served
as a director of Héegh LNG since May

2021. Martine Vice Holter has been the

Chief Executive Officer of Hoegh Capital
Partners (HCP) for over fifteen years. HCP

is a family investment office co-located in
London, Oslo and Guernsey which manages
all of the investment interests of the Haegh
family. HCP embraces an active ownership
approach; Martine Vice Holter is shareholder
representative and/or non-executive director
on several direct investment boards in

the HCP portfolio. Prior to HCP, Martine

Vice Holter was Chief Operating Officer of
Arts Alliance Advisors, a venture capital

fund focused on early-stage media and
technology investments (from 2000- 2005).
Previously, she worked as a management
consultant at McKinsey & Company based

in London where she focused on strategy,
finance and organisation-building. She
began her career in investment banking
(corporate finance and M&A) with Goldman
Sachs in New York followed by Hong Kong.
Vice Holter received her MBA from INSEAD
(1994) and graduated with a Bachelor of Arts
(Honours) in Economics and Political Science
from Queen’s University, Canada.

John Kwaak (born 1982) has served as a
director of Héegh LNG since May 2021.
John Kwaak is the Managing Partner of Zero
Infinity Partners (ZIP), a firm he founded.
ZIP is a New York investment firm focused
on early and growth stage infrastructure
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and infra-tech opportunities. Previously,
John Kwaak served as Executive Director

& Head of Americas Transportation Sector
of Morgan Stanley Infrastructure Partners
(MSIP). Before joining MSIP, he was a Senior
Vice President at Fortress Investment Group
in their private equity division with focus on
natural gas and LNG. Prior to that, he was
an investment banker at Evercore. He also
served as First Lieutenant in the Republic of
Korea Air Force. John Kwaak holds an MBA
from the Wharton School of the University of
Pennsylvania and an AB in Government from
Harvard College.

e Timothy Faries (born 1966) has served as
a director of Hoegh LNG since June 2022.
Timothy Faries is a partner of Appleby
(Bermuda) Limited in the Corporate
department and a member of the Insurance
team. Mr. Faries was Bermuda Office
Managing Partner from 2015-2021. Timothy
Faries is also Chief Executive Officer of
Appleby Global Services. He has extensive
experience of public and private insurance
company capital raising and M&A activity,
public listings on US, UK and European
securities exchanges, the establishment
and licensing of alternative risk financing
vehicles such as cat bonds, ILWs and other
insurance-linked securities and captive
insurance companies in established and
emerging markets.

The company has one shareholder, Larus
Holding Limited, which is a 50-50 joint venture
between Leif Hoegh & Co. Ltd. and Floating
Infrastructure LP.

Leif Hoegh & Co. Ltd. is indirectly controlled
by Leif O. Hgegh and family trusts under which
Morten W. Hgegh and his immediate family are
the primary beneficiaries. Leif Hoegh & Co.
Ltd. is represented on the board by Morten W.
Heegh, Leif O. Heegh and Martine Vice Holter.
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Floating Infrastructure LP is owned by

funds which is managed by Morgan Stanley
Infrastructure Holdings Inc. Floating
Infrastructure LP is represented on the board by

Johan Pfeiffer, Alberto Donzelli and John Kwaak.

The board held three physical board meetings
in 2022 in addition to one physical meeting with
the manager, Hoegh LNG AS, with all directors
present, as well as several briefing calls.

The board held 15 interim meetings, with the
Bermuda-resident director and/or alternate(s)
present.

Bye-laws 36 and 40 regulates the appointment
and removal of directors, respectively.

Deviations from the code:

e As a private company, only one director
is independent of the company’s main
shareholders.

e The chairman of the board of directors is
elected by the board of directors.

e As a private company, the members of the
board of directors are not elected for a
specific time period.

e As a private company, the members of the
board of directors are not encouraged to own
shares in the company.

The work of the board of
directors

The board is responsible for overseeing the
management of Héegh LNG, safeguarding the
business and implementing sound corporate
governance for the group to follow.

The board has authorised Hoegh LNG AS to
carry out the day-to-day management of Héegh
LNG’s assets under a management agreement

comprising administrative, commercial and
technical activities. The board has established
and defined authorities through a delegation
authority matrix.

The main responsibilities of the board as well as
the framework for proceedings of its work are
set out in a charter for the board of directors.

In general, the board will approve the strategy,
business plans, financial statements, investment
decisions, debt financings and budgets for
Hbéegh LNG.

The board has adopted procedures and
standards which cover and impose an obligation
on individuals who are members of the group
executive team and hold other group roles to
secure sound governance and control. The
board will also ensure that Héegh LNG protects
its reputation in relation to owners, employees,
customers and the public.

The work of the board is scheduled in an annual
plan with fixed information and decision points.
If required, interim board meetings are arranged
in accordance with the board charter.

Each director is responsible for continuously
assessing whether a conflict exists or could
potentially arise between the interests of the
company and the interests of the director in
question. Existence of a conflict extends to, but
is not limited to, matters put before a director
involving a personal interest, direct or indirect,
financial or otherwise, in the matter concerned.

Circumstances referred to above will be
discussed without undue delay with the
chairman of the board. Where a director’s
employment relationship or other duties
regularly give rise to a conflict of interest to
occur, and in other special circumstances,
specific guidelines will be prepared for review
by the board which prevent, as far as possible,
such conflict of interests from arising.
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The board conducts a self-evaluation of its own
performance and expertise on an annual basis,
which includes an evaluation of the composition
of the board and the manner in which its
members function, both individually and as a
group, in relation to the objectives set out for
the board’s work.

The work of the board committees
Following the privatisation of the company,
the board has decided that the entire board
of directors shall act as the company’s audit
committee.

As all the directors are independent of the
executive personnel, the company does not
have a remuneration committee.

Deviations from the code:
¢ As a private company, the full board act as
the company’s audit committee.

e As all of the directors of the board are
independent of the executive personnel,
the company does not have a remuneration
committee.

Risk management and
internal control

The board is responsible for overseeing that
the company has sound internal control and
systems for risk management which are
appropriate in relation to the extent and nature
of the group’s activities.

Risk management
Hoegh LNG has an enterprise risk management
system based on ISO 31000 Risk Management.

The board is responsible for overseeing that
the accumulated risks which could influence
the achievement of HLNG's strategic and key
operational objectives are being consistently
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and effectively identified and managed.

The President and CEO assumes the overall
responsibility for enterprise risk management
and reports the enterprise risk status to the
board on a regular basis. The group has a risk
monitoring committee comprising the senior
management team and the VP QA and Risk. Its
objectives are to support business decisions
by monitoring the accumulated strategic

risk for HLNG, and to assess risk mitigation
measures and the effect of changes and new
commitments.

Hoegh LNG has a QA and risk management
function, which assists the company in
achieving its objectives by taking a systematic,
disciplined approach to evaluating and
improving the effectiveness of enterprise

risk and security management, control and
governance processes. The function meets
regularly with the full board.

The group has implemented an integrated
governing management system (GMS) to
govern its processes for planning, operating
and controlling the services rendered. Health
(including occupational health), safety and
environmental management, as well as project
and security risk management are all included
in the GMS. The latter is certified to ISO
9001:2015 Quality Management Systems and
ISO 14001:2015 Environmental Management
Systems by an accredited certification body.
The GMS complies with the requirements of
OHSAS 18001:2008 Occupational Health and
Safety Management Systems as well as meeting
the International Safety Management (ISM)
standard. In addition, the group’s integrated
fleet management company has a separate
HSEQ function.

See also the “Risk and risk management” section
in the directors’ report included in this annual
report and Note 13 “Financial risk management
objectives and policies” for further information.
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Internal control

The group has policies and procedures in place
and an effective system for internal controls

on financial reporting, which is based on COSO
2013 (Committee of Sponsoring Organisations
of the Treadway Commission). The internal
control process is supervised by the chief legal
& compliance officer and the chief financial
officer, and comprises an annual process which
includes risk assessment, evaluating whether
existing controls are designed and operating as
intended, reviewing and testing implementation
and operational effectiveness of the controls,
reporting and continuous performance
monitoring.

Hoéegh LNG is also subject to extensive external
control by its auditors, external partners in joint
ventures and charterers.

The group has ethical hotlines in place which
allows employees, as well as external parties in
the case of HMLP, to report any non-compliance
issues (anonymously if desired). These reports
are received by Hoegh LNG’s chief legal and
compliance officer in the case of the company,
and by the chairman of HMLP’s audit committee
in case of HMLP.

Deviations from the code: None.

Remuneration of the board
of directors

Save as set out in below paragraph, the
current board of directors does not receive any
remuneration.

Appleby Global Services (Bermuda) Ltd. is
remunerated on the basis of invoices for its
services, including the provision of Timothy
Faries as a director and the services of alternate
directors to the company.

The company has no pension or retirement
benefits for directors.

Deviations from the code: None.

Remuneration of executive
personnel

The board approves the remuneration package
for the President and CEO.

In addition, the board approves the main
terms of the remuneration package offered

to employees in Hoegh LNG, including the
parameters of any annual salary adjustments,
pension schemes, and short- and long-term
incentives schemes. The compensation and
benefits package is determined on the basis
of an evaluation of the qualifications and
competencies of the individual employee and
is designed to be competitive with comparable
positions in the market and the achievement
of Héegh LNG'’s corporate goals, operating
performance and sustainability targets.
Further details on remuneration of the
executive personnel for the current financial
year are provided in Note 6 to the 2022 annual
financial statements.

Deviations from the code:

* The board does not produce a separate
statement on the remuneration of executive
personnel, and consequently no such
statement is submitted to the AGM for
consideration, since the company is a
Bermudian company and the section 6-16a
of the Norwegian Public Company Act and
section 7-31b of the Norwegian Accounting
Act do not apply to the company.
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Information and
communications

Héegh LNG has a policy of openness on
reporting information to stakeholders. Periodical
reports include quarterly interim reports and the
annual report. All reports are published through
stock exchange releases and on the company'’s
website. Important events are also reported
through press and/or stock exchange releases.

The board’s charter includes guidelines to
ensure disclosure in accordance with the
financial calendar adopted by the board.

Contact with the external stakeholders is
handled by the President and CEO and the CFO.

Deviations from the code: None.

Takeovers

As a private company ultimately owned by two
shareholders, the board has not established
explicit guiding principles for dealing with
takeover bids.

Corporate governance report \ 37

Deviation from the code: As a private company,
the board has not established explicit guiding
principles for dealing with takeover bids.

Auditor

The auditor is appointed by the general meeting
and has the duty to audit the company’s
financial reporting. The company'’s auditor has
been Ernst & Young since 2006. Lead partners
have been changed in accordance with rotation
requirements for publicly listed entities.

In order to safeguard the board’s access to and
control of the auditor’s work, the auditor meets
with the full board when quarterly and annual
reports are reviewed. The auditor is also given
access to the agenda of, documentation for and
minutes from board meetings.

Deviations from the code: None.
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