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1. Opportunities in the Peru Petrochemical Industry

Petrochemical industry as a backbone of all the other industries
Key materials for cars, electronics, construction industries
Substitutes for natural materials (iron, aluminum, paper, cotton, wool)




1. Opportunities in the Peru Petrochemical Industry

Foundation for further expansion to downstream

Plastics, textile, rubber, adhesive, detergent, food processing, fertilizers, electronic materials, etc.

~_ Final products are 10~100 times worth of raw materials
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1. Opportunities in the Peru Petrochemical Industry

Great potential and strategicimportance of Peru

The highest economic growth, abundant resources, and location in the northwest coast of Latin America provide great

opportunities for the petrochemical business

Fast Growth UNASUR : Size of the economy

Brazil 767 5.4%

Argentina 336 8.7%

il _M-" Venezuela 147 8.4%
ColoTee L 5

ok Colombia 106 7.5%

‘ k{»/ = ' Chile 97 51%
',‘-;-TL_..! i Peru 71 9.0% 1
- i} 1
&" I~ Nominal GDP, '08

Abundant
Resources
Oil (bn bbl) 1.1
Gas (tcf) 12.6
Coal (bn ton) 0.3
Silver (ton) 18,000
Copper (Kton) 30,000
Gold (ton) 3,500
=
KLY Zinc (Kton) 18,000
Y74
i Tin (ton) 710,000

Source : CMAI 2008

Strategic
Location

« FTA with US (World's No.1 market)
« Switching to import position for
petrochemical product from ‘12

FTA with EU
(under discussion)

Entering Asian market
including China

FTA with S. Korea
(09.11.)

* Member of

UNASUR
« Integrating the
west coast
Will be the sole PE plant of into domestic
the competitive capacity in market

the west coast
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1. Opportunities in the Peru Petrochemical Industry

Peru has a huge potential for the growth in petrochemical industry

Plastic consumption including PE rises in line with economic growth

Low plastics consumption per capita in Latin America implies petrochemical industry should be actively encouraged

Changein plastics consumption according to GDP growth)

Plastics consumption per capita ('08)

120
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France
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8 40 Mexico
o } Brazil Colombia
E Russia
o 20 FEcuador
South Africa
A——Peru
. Peru
Vietnam
0
0 10,000 20,000 30,000 40,000 50,000 60,000

GDP per Capita (USD)
Note: 1) PE, PP, PVC, ABS, PS consumption in 2008
Source: Tecron, IMF, Monitor Analysis

24.8Kg

17.5Kg

14.6Kkg

11.9Kg

Latin
[ America
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2.The Earlier, The Better

Ethane-based petrochemical plant needs only 10% of the gas reserves, but provides great economic
benefits

Bringing a more advanced industrial structure to Peru withincreased GDP and exports generated from manufacturing sectors
Upto 100,000 direct and indirect jobs to be created

Benefits for the Peruvian economy

Phase IIl
Phase | Phase II .
Ethane = Polyethylene Polyethylene Expansion Gz P(E:Lr;)i(;hemlcal
(cumulative basis)

R 5.6% of
Contribution to GDP $1 bn/yr $6 bn/yr '07 Peru GDP

Increase in 21% of
trade balance $1 bn/yr $6 bn/yr '07 Peru Export

Employment 2,400 80,000 7 GO
0
Peru
Employment during 2,000/mth 12,500/mth Employment

Construction

Enhanced competitiveness U B
nquantifiable
of related industries d

(Textile, plastics, agriculture, etc.) \

2.The Earlier, The Better

Plenty of ethane available, but wasted every minute of the delay
Current reserves is sufficient to start up the plant after supplying to the local demand and the current industrial use
Start up the ethane-based petrochemical plant will improve the value of the gas in Peru

92 MMcfd
100 MMcfd R Ethane <

d

- -

@10 % C2 Separation C2: 270~350 ton/day
(100~125 KTA)

v v

Gas Demand Composition (current contract base)
100% 7 o
0%
2010 2015 2017
(Expansion)
B Local demand Industrial demand Ethane-based Project
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2.The Earlier, The Better

Expedition of the Peru Ethane project is strongly required
By speedy progress to be a first mover and to occupy the market prior to competitors
To take advantage of the expected demand peak in the petrochemical cycle

O R e R I et e N - ) - -
Source : CMAI, internal analysis

Competition for limited market Forecasted upturn in 2015
< PE Capacity Add-up in Latin America >
800 8331 M7
1900 a1
800 I:I i
350

4051 230 ﬂ? — Venezuela i [
Brazil Brazil Brazil Colombia i
Brazil I
eds - _ P
1 I
. oonra FrIT
-
H r
{Ip—

‘09 ‘10 ‘11 12 ‘13 ‘14 ‘15 Total

= Rapid progress of Peru ethane-based
petrochemical project is strongly
required to acquire prior occupation of
the market

= Strongly needed to start up the plants
quickly so can take advantage of the
expected peak in global demand
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3.SK'’s Capability & Plan

Korea’s No. 1 and Asia’s major energy and petrochemical provider

.SK EF‘EI‘S:{

]
I T T |
E&P Refining Petrochemicals Lubricants

"I . -E.E
Engagedin Largest Petroleum Balanced Product World leaderin

30 blocks in  product supplier  mix with Olefins  Group I base oil
16 countries in Korea & Aromatics market

Asia’s Leading Energy Company

g No.4 Asian Refining Company
o World's Largest Base Oil Producer (Group II)
o Ranked 29 on Forbes Global Oil & Gas Companies

Korea's Ne. 1 Energy Provider

o First and Largest Petroleum Company

o First Petrochemical Player

o Largest and Most Active Private E&P Player

o First Developer of Lithium Ion Battery Separator
(Third in the World)

40 years of experience with proven records

n Korea's first Naphtha Cracking Center (1972)
o No. 1 Globally in Reliability

Plant availability that express reliability of plant is in world
1st quartile level

Hydrocracker RFCC Naph. Cracker Reformer
1st 1st 1st 1st

Solomon'’s analysis result 2006

o No. 1 Globally in Productivity
Net margin that express process productivity isin World 1st

quartile level
Hydrocracker RFCC Naph. Cracker Reformer
1st 1st 1st 2nd

Technology Leadership
o Advanced materials

(Information/Electronics)  |jg Al
o High-value processing

- Eco-friendly

- Cost-saving LA
- Premium products

3.SK’s Capability & Plan

Since 1996, SK has been investing in Peru with the long-term commitment, participating in the entire

value chain of Camisea

— SK’s Business in Peru Overview
i i R = " ,.h"
i [ ! ! Gas Pipeline 730 km | T
Block 88 !
i ocl V’\\ i i i "\H '@F
! /1 1 Liquid Pipeline 575 km | DM‘ T
i ‘ Malvinas.Plant : Pisco. Plant -ﬂ
:\ | Block 56 ‘,: v f N i
- “ :‘ LNG Plant H
@ Camisea Upstream @ Camisea Downstream (TgP)
@ Peru LNG
s
]
i
i
i
H
i
H
\
L
@ Block 8 (SK1/3%)
® Block Z 46 (SK100%)
— Social Contribution |
Post earthquake ¥ - ; il i pi
e rfTe 52 schools .arfd 5 hos!altals in .the underprn{lleged towns in Pisco, Ica ﬁ)&
B Teacher training, medical equipment supplies SK|

13}
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3.SK’s Capability & Plan

Building ethane cracker and PE plant which use gas from Camisea as raw materials
First step of Peru’s petrochemical master plan, followed by full developmentof entirevaluechain

Petrochemical Project

Ethane-based Petrochemical Project

Block 56/88
Product Polyethylene

Production Capacity ~ 800 KTA

-
= ] X
= c2 Annual:  1,095KTA

Ethane\olume 40years: 1.1 tcf
) Local
Ethane Project <" Sales Start-up 2015
San Juan Port X Polyethylene : LDPE, LLDPE, HDPE

- Raw materials for plastics (wire, molding, pipe, film)

“M Ethane Cracker

¥

!i i Lbsbll| Polyethylene
=2 Plant

Investment Master Plan

Phase I Phase I Phase IIT Phase IV
Olefin Chains Polymer Aromatics Related
(Ethylene/PE) Processing (PX/Polyester) Industries

[ - AR

1 ) |
- =
Hnm vl ot 5 kL
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4. Viability of Ethane-based Petrochemical Plant

Key factors for viability
Feedstock competitiveness in volume/price and investment cost would be the most important factors for project viability

+ Startup in upturn « Port ready by 2015
+ Competing other « Road, telecom, residential area
projects
Market A Infrastructure
« Reasonable gas price Environment Support /“ « Plant configuration

» Competitive tariff « Desired plant location

« Construction cost

Feedstock Investment
. Price Cost
« Sufficient volume - Y Factors for {z:'_’
« Priority ingas 1 - e '
allocation : : Pro;|ect V'ab'hty : : » Timely start-upin
Feedstock -~y 1 v . Etc. 2015
Availbility Ty 1! "« Suppoftive fiscal
- [ ! me
Gol,ed o <« 1.

~ . N

Viable Petrochemical Plant
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4. Viability of Ethane-based Petrochemical Plant

Feedstock competitiveness is critical for the viability of petrochemical project
Guaranteed supply of gas volume for the expansion
Competitive level of gas price to compete with the global players

Sufficient Volume Reasonable Price

Gas Volumes Y Ethylene Cash Cost Comparison
Tcf '.I
F ' $IMT
1,000 North East Asia
o1 West Europe
L 800
Feedstock
20 1 Com petitive- 600
ness
I 400 st of Peru plant should
0l come in this range to be
200 globally competitive
50
N N 0 20 40 60 80 100 120 140
Peruvian Peruvian
Reserves Potential Reserves / Cumulative Capacity (mil.MT)

T ——— T ——

v'Stable supply of sufficient volume

for the expansion v Globally competitive gas price level

Source : BP statistics, news, etc. Source : CMAI 2006, intemal estimation based on oil price of $70,

2010-05-17



4. Viability of Ethane-based Petrochemical Plant

More favorable conditions in plant location, infrastructure construction and necessary laws to protect
and support the industry arecritical to secure the competitiveness of the petrochemical industry

Overall Investment Scheme
Ethane Cc2

Gas Pipeline
Separation _;"' P /_Fractionation

m - I

Petrochemical Plant > Infrastructure

Lk [l

¢

Gas Separation Expansion or i Ethane Crae-, PE Plant Tgre";om;nvl:ft"t;::h
Modification New Line New Construction Storage, Basic Utiities Residential Area
Desired Location Local Factors Increase competitiveness
ininvestment by
I Lower Investment Cost | I -
r —— | Peruvian Factors | v Desired plant location
l Logistics Efficiency |
| Seismic Factors | v Continued check of
{ Synergy with existing facilities | investment cost
v
Additional investment of Cost 400 mn$ more due to Infrastructure support
. . . Road, port, residence,
200mn$ or more is required the less favorable water, telecom
depending on the locations construction environment ’
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4. Viability of Ethane-based Petrochemical Plant

Under the mutual cooperation among related parties, ethane-based petrochemical project can be
successful

EPC support, necessary actions at the earliest, efforts to reduce costs to make the project competitive with shared commitment to
creating a sustainable and mutual prosperous growth

o

el
Ethane-based
Petrochemical
Project

Patrochemicals
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