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Completion of the merger with Premier Oil:
integration and realisation of synergies
progressing as planned

Production increased to over 200 kboepd in Q4:
following safe execution of extended
maintenance programmes
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Net Zero 2035 activities include:
emissions reduction actions, progress on
UK offshore electrification & CCS projects
and acquisition of offsets
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2021 was a transformational year for
Harbour Energy with the completion

of the merger with Premier Oil, our third
significant transaction since 2017. As a
result, we became a public company with
a global footprint and the largest London-
listed independent oil and gas company.

With our scale, our commitment to producing
safely and responsibly, our robust balance
sheet and track record of executing successful
MEA, | believe we are well placed to deliver
value creation, growth and shareholder returns.

| am proud of all we accomplished in our
first year as a listed company and excited
for our future,

LINDA Z. COOK
Chief Executive Officer
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Our investment proposition

Why invest in
Harbour Energy?

e

Pure play, upstream,
global oil and gas company

At a time when major oil companies are de-emphasising
their upstream businesses, we provide pure play exposure
to oil and gas production at scale

m Largest oil and gas producer in the UK
m Member of the FTSE 250

= Global, full cycle capability Q Pl el

T Diverse, cash generative
1 portfolio of scale

We have a resilient portfolio focused on conventional producing assets
with embedded low risk, high return investment opportunities to sustain
production near term while generating positive cash flow

m Balance of oil and gas
m Diverse UK position with exposure to multiple key production hubs
m High margin asset base with significant degree of operational control

Positioning for the energy transition

We are a responsible oil and gas producer and, through a combination
of activities, aim to be Net Zero by 2035

m Investment in activities to reduce emissions including by improving plant efficiency
and assessing the opportunity for electrification of offshore facilities

m Purchasing high quality certified offsets to mitigate the impact of residual,
hard-to-abate emissions

m Exploring the potential for CCS projects in the UK to support
a lower carbon economy

Harbour Energy plc
Annual Report & Accounts 2021
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/\ Conservative financial
5N risk management policy

We have a conservative approach to managing our balance sheet, ensuring
we're financially strong through the commodity price cycle and providing
us with significant optionality over our capital allocation

m Strong and predictable cash flows via a disciplined hedging programme
m Conservative leverage profile and significant liquidity

m Prudent capital allocation Q o NN

Commitment to shareholder returns

We aim to deliver both growth and yield to our shareholders,
including via a $200 million annual dividend policy

m Track record of value creation
m Clearly defined and sustainable dividend policy, affordable from cash flow
m Distribution policy reviewed annually

@ FINANCIAL REVIEW

Track record of creating
value through MEA

We have a strong track record of executing large scale
MG&A, integration and adding value to the assets acquired

= A proven, capable and well-capitalised buyer

m Afocus on high quality, conventional, cash generative,
producing assets

= Active risk managgmept tq protect the balance sheet PERFARMANAE Y BRVIEW
and shareholder distributions

Harbour Energy plc 3
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At a glance
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Pure play, upstream,
global oil and gas company

Today, we have a leading position in the UK
as well as interests in Indonesia, Vietnam,
Mexico and Norway.

Our intention is to establish a material production

base in at least one region outside the UK. MEXICO

5 124

Countries in which
we are active

48

Producing fields

Licence interests covering
exploration, development
and production activities*

1,771

Employees worldwide

BRAZIL

FALKLAND ISLANDS -

1 Excluding Brazil and Falkland Islands.

2021 Group production

Group production increased to over

’m \

200 kboepd in the fourth quarter, with /

improved uptime following completion

of the maintenance programmes, new

wells on-stream and a full contribution 175 175

kboepd kboepd

from the Premier portfolio. \
\-/ [

Il Operated M Liquids
1 GBA 33 kboepd 1 Oil 43%
2 J-Area 26 kboepd 2 NGLs 6%
3 AELE 24 kboepd
4 Catcher 18 kboepd W cas
5 South East Asia 12 kboepd 3 North Sea 4k
4 International 4%
Il Non-operated
6 Elgin Franklin 18 kboepd
7 Buzzard 13 kboepd
8 West of Shetland 13 kboepd
9 Beryl 12 kboepd
Q OPERATIONAL REVIEW 10 Other North Sea 6 kboepd
B P22
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NORWAY

North Sea
>90°/u

of ‘our production

‘. Production / Development / Exploration and appraisal

Our business model

VIETNAM

W

INDONESIA

South East Asia ‘EZQ’

<10% -

of our production

We invest in our high quality, cash generative UK portfolio
to maximise value and aim to diversify and deliver growth
through acquisition while maintaining a robust balance sheet.

A

Leverage existing
global footprint

A

High value, infrastructure
led investment portfolio

Q HOW WE CREATE VALUE
2 P12

‘. Development / Exploration and appraisal

International
growth

Maintain
highly cash

A A
Selective investment Disciplined
in growth projects approach to MEA
A A
Material stakes Deep operator competence,
in long life assets including in decommissioning

generative
UK portfolio

Harbour Energy plc
Annual Report & Accounts 2021
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| believe we are
well placed to
deliver value
creation, growth
and shareholder
returns.

LINDA Z. COOK
Chief Executive Officer

We founded Harbour Energy in 2014,
aiming to build a global and diversified
independent oil and gas company. We

are delivering on that today as we produce
over 200 kboepd safely, responsibly,

and efficiently from a portfolio of cash
generative, conventional assets. We are
therefore well placed to play a key role in
helping to meet the world’s growing energy
needs through the energy transition.

2021 was a transformational year for us
with the completion of the merger with
Premier Qil, our third significant transaction
since 2017. As a result, we became a public
company with a global footprint and the
largest London-listed independent oil and
gas company by production and market
capitalisation. We accomplished a great
amount during the year, a testament to the
tremendous effort and commitment of our
people. We assembled a world class board,
merged two organisations, maintained safe
and responsible operations, set out our
strategy and capital allocation plans, and
issued our first bond - all of this whilst
adapting to new ways of working as we
learned to live with COVID-19.

The safety of our people is our number

one priority, and we are committed to
never compromising our health, safety,

and environmental standards. We have a
well-defined Environmental, Social and
Governance framework which specifically sets
out our goal to achieve Net Zero greenhouse
gas emissions by 2035. We will achieve this
through a range of activities including reducing
our own emissions, offsetting an increasing
proportion of our residual emissions, being
active in projects to capture and store CO,,
and supporting wider governmental initiatives
to decarbonise the industry.

We continue to invest in high return projects
across our UK asset base to sustain
production while generating substantial free
cash flow. We aim to grow and diversify
through further acquisitions of high quality
producing assets, establishing a material
production base in at least one region
outside the UK. We are uniguely positioned to
take advantage of the shifting strategies of
the major oil companies but we will as always
be disciplined and focused on value creation.

We will maintain a robust balance sheet
and strong liquidity through the commodity
price cycle, supported by our hedging
programme, prudent capital allocation

and conservative risk management. The
importance of this has perhaps never been
more evident than it is today with the triple
impacts of a global pandemic, an uneven
path towards a lower carbon economy and,
more recently, the conflict in Ukraine. Our
approach ensures we remain financially
strong and it enabled us to announce a
$200 million annual dividend policy.

We believe a commitment to shareholder
distributions is an important part of our
equity story and we look forward to making
our first distribution in May 2022.

| would like to thank our employees,
contractors and suppliers for their
continued dedication, hard work and
support in what was an eventful year for
Harbour Energy. | would also like to note the
significant contributions to our Company by
Phil Kirk who stepped down as Executive
Director of Harbour at the end of February
2022. | wish him all the best for the future.

With our scale, our commitment to producing
safely and responsibly, our robust balance
sheet and track record of executing successful
M&A, | believe we are well placed to deliver
value creation, growth and shareholder returns.
I 'am proud of all we accomplished in our first
year as a publicly listed company and very
excited for our future.

LINDA Z. COOK
Chief Executive Officer

Harbour Energy plc 7
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Performance overview

47> Track record of creating value through MEA

The evolution of Harbour Energy

17

kboepd

Harbour founded
by private equity

|

T
A A
2014 2017

A strong production base

2021 production averaged 175 kboepd
(2020: 173 kboepd). This reflected the
addition of Premier’s portfolio from the

end of March partially offset by significant
planned maintenance campaigns, including
those deferred from 2020 due to the global
pandemic. Production was also impacted

by some unplanned outages in the first half,
the delay to the start-up of the Tolmount
project and natural decline. Production
increased to 214 kboepd in the fourth quarter,
supported by strong operational performance.

Operating costs were $976 million and
$15.2/boe on a unit of production basis,

in line with expectations. Total capital
expenditure including decommissioning

was $935 million, lower than forecast due

to savings across the asset base. Capital
expenditure was weighted towards the second
half of the year with the return of drilling activity
across our operated assets to pre-COVID levels.

The strong production achieved at the end of
2021 has continued into 2022. Our production
is forecast to be higher in 2022, between 195
and 210 kboepd, at the midpoint an increase
of ¢.15 per cent versus 2021. The increase is
underpinned by a full year of production from
the Premier portfolio and the new Tolmount gas
field. 2022 production is also expected to
benefit from lower planned maintenance levels
and contributions from new wells including
at the J-Area and Catcher Area in the UK,
and Chim Sao in Vietnam.

8 Harbour Energy plc
Annual Report & Accounts 2021

Acquisition of
UK North Sea
assets from Shell

Acquisition of
ConocoPhillips UK
North Sea business

I

A

2019

A focus on safety and ESG

In Harbour, safety is our number one
priority. While we recorded no serious
injuries or significant spills in the year,
we are not satisfied with the performance.
Our Total Recordable and Lost Time Injury
Rates were 1.27 and 0.68 respectively,
per million hours worked. We established
process safety as our key focus area

and made it the topic for our inaugural
Global HSES Day.

Following completion of the Merger,

we standardised how we measure and
report our greenhouse gas emissions
and established an emissions baseline.
Our Net Zero goal has been embedded
into our investment decision-making and
we have incorporated emissions reduction
incentives into our compensation and
main debt facility. We also purchased

our first carbon offsets, investing in
independently certified forest conservation
and landfill gas capture projects in Brazil.

In 2021, our GHG emissions and intensity
(Scope 1 and 2), measured on a gross
operated basis, were 1.6 mtCO,e and

23 kgCO,e/boe, reflecting the addition

of Premier’s portfolio from March and
increased drilling activity. Net of the offsets
acquired and retired with respect to 2021,
our gross operated emissions reduced

by over 25 per cent to 1.2 mtCO,e and

17 kgCO,e/boe.

Premier Oil completed

>200

kboepd

175

kboepd

Largest UK listed
independent oil and

Merger with gas company

A A

2021 2022

TOEND
FEBRUARY

2021 saw good progress on our two
early-stage UK CCS projects, V Net Zero
and Acorn. For V Net Zero, this included the
award to Harbour of a CCS licence to reuse
the depleted offshore Viking fields for CO,
storage and the selection of the project

by some of Humber's largest emitters as
their preferred CO, transportation and
storage provider. V Net Zero and Acorn have
the potential to capture and store multiple
times our annual emissions using our
infrastructure and offshore depleted fields.

Capital deployment

We have significant opportunities within our
asset base to support production at current
levels in the near term while generating
material free cash flow, and the majority

of our capex is allocated to lower risk,

high return investments.

We have continued to see outperformance
from infill wells drilled at the Greater
Britannia Area as well as improved results
from the ongoing drilling campaign at Clair.
At J-Area, we recompleted the S-15 well,
reinstated production from the previously
shut in J-06 well and drilled the Jade South
well. This successfully targeted a previously
untested part of the Jade field and was
brought into production in January 2022.
Elsewhere at the J-Area, we completed

the Dunnottar exploration well in December
which did not appear to have found
commercial levels of hydrocarbons.
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We have successfully executed three multi-hbillion
dollar transactions in the past five years.

A history of successful integration and value creation

Conooo"H'lillips @ PremierOil

Improving production performance v)(v)(v v)(v)(v v)(v
Reinvestment to add reserves v)v)v v)(v)(v v
Diversifying the portfolio v v v)(v
Managing operating costs v)(v v)(v v
Extending field life v)(v)(v v)(v v
Improving decommissioning performance v)v v)v)v v)(v
Realising synergies v)(v v)(v v)(v)(v
v > v )(v)(v) Indicates relative magnitude of impact.

2021 also saw successful drilling at
Elgin Franklin, Everest and Beryl in the UK
and Natuna Sea Block A in Indonesia.

Looking to 2022, almost all of our drilling
and development projects within our
approved budget of $800 million break
even at lower than $35/bbl and 35p/therm.
This expenditure supports an active rig
programme across our producing portfolio,
including 23 infill and development wells
and several well intervention campaigns.
There is also ongoing production and plant
optimisation activity planned for 2022,
including a number of compression projects
and gas reinjection programmes, helping

to underpin future production and offset
natural decline.

Harbour has several organic growth projects,
which together could add materially to our
future production. These include the Talbot
field, which is expected to be developed as a
multi-well tie-back to J-Area infrastructure in
the UK, and the Tuna field in Indonesia. Both
Talbot and Tuna were successfully appraised
during 2021 and are now being progressed
towards a final investment decision. Harbour
also has a 12.39 per cent interest in the Zama
Unit (Mexico) where the Block 7 partners and
Pemex are working together to finalise a field
development plan ahead of a final investment
decision targeted for as early as 2023.

In 2021 we announced our decision to exit
the Falklands Islands and our exploration
acreage in Brazil. We believe there are
lower risk and lower emissions intensive
options to replace our reserves and grow
than via frontier exploration or multi-billion
dollar greenfield developments.

Strong reserves replacement through
disciplined M&A

A key achievement in 2021 was the
completion of the Merger which enhanced
our UK North Sea asset base and provided
us with a global footprint. Integration is well
advanced, and we have started to realise
the synergies and efficiencies resulting
from the Merger, especially within our UK
North Sea operations.

In 2021 we increased our proven and
probable (2P) reserves on a working
interest basis to 488 mmboe at year-end
(2020: 451 mmboe), reflecting a 2P
reserves replacement for the year of 157
per cent, more than offsetting 2021
production. This increase was driven by the
addition of the Premier portfolio partially
offset by a downward revision at the
Tolmount field based on the outcome of the
development drilling programme. Our 2C
resources were 460 mmboe at year-end
2021 and include the addition of the Zama
and Tuna fields from the Premier portfolio.

A solid financial position

During 2021, we retained a robust balance
sheet, strong liquidity and diversified our
capital structure. As a result of the Merger,
we were admitted to trading on the London
Stock Exchange and in August became a
constituent of the FTSE 250 index. In October,
we completed our debut $500 million bond
issuance, using the proceeds to repay the
Shell Junior debt facility, providing us with
additional flexibility over the future marketing
of our hydrocarbons.

During 2021, we generated $678 million
of free cash flow. As a result, net debt
excluding unamortised fees stood at $2.3
billion at year-end, down from $2.9 billion
at the time of completion of the Merger.
Group leverage at year-end was 0.9x,

in line with our target of less than 1.5x on
average through the commodity price cycle.

Our strong financial position together
with predictability of our future cash flow
enabled us to introduce an initial $200
million per annum dividend, with the first
$100 million distribution paid in respect
of the 2021 financial year in May 2022,
subject to shareholder approval. Going
forward, this will be paid in two equal
instalments of $100 million each.

Outlook

As we enter 2022, our balance sheet is
strong. The importance of this has perhaps
never been more evident than it is today
with the triple impacts of a global pandemic,
an uneven path towards a lower carbon
economy and, more recently, the conflict in
Ukraine. Against this backdrop, and with
volatile commodity prices, we are generating
material and resilient free cash flow,
underpinned by our high quality, diverse UK
asset base. At $100/bbl and 200p/therm
average prices for 2022, we expect to
generate between $1.5 and $1.7 billion

of free cash flow (after tax and the $200
million dividend payment) with the potential
to be debt free in 2023. As a result, we
have significant optionality over our future
capital allocation, including for meaningful
value accretive transactions and additional
shareholder returns.

Harbour Energy plc 9

Annual Report & Accounts 2021



Market overview

Reopening of the global economy

2021 was the year in which we learned to live with COVID-19,
aided by the roll out of the vaccine and supportive government policies.

Against this backdrop, we saw COVID-19
restrictions lifted and economies recover,
resulting in increasing global energy demand.

The start of 2022 brought further
volatility fuelled by an uneven economic
recovery from the pandemic and, related
to that, an increase in demand for energy
following years of lower global investment
in oil and gas. On top of this, the tragedy
unfolding in Ukraine brings additional
uncertainty, a need for increased
alternative energy supplies to Europe,
and further disruption to supply chains.
While Harbour has no assets or
investments in Russia or Ukraine, and
while we have not yet seen material
signs of broad inflationary pressure, we
are monitoring the situation carefully.

2021 also served to highlight the challenges
the world faces as it strives to transition
towards a low carbon future. It is clear it
will take time, technological advances and
substantial capital to scale up and deploy the
infrastructure required to materially reduce
reliance on hydrocarbons. Government policy
also needs to play a key part. A poorly
planned transition can lead to energy supply
disruption and economic challenges.

Inflation emerged as a dominant theme as the
year progressed, driven by surging commodity
prices and continued supply chain disruptions,
which in turn fuelled speculation around

the outlook for interest rates. In the UK, the
market went from an expectation of negative
rates at the start of 2021 to ending the year
with the Bank of England raising the base
rate for the first time in three years.

In the meantime, oil and gas companies

continue to play an important role in helping to
meet global energy demand and supporting an
orderly, affordable and just energy transition.

10

Brent prices

UK gas prices

MEA activity

Summary

2021 saw a resurgence in oil demand

as economies reopened. Global supply
struggled to respond with OPEC+ maintaining
its quotas and US producers demonstrating
capital discipline. This drove oil prices
higher over the course of 2021 with Brent
averaging $71/bbl, up 63 per cent on 2020.

Post year-end we have seen increased
volatility in commaodity markets with Brent
surpassing $100/bbl for the first time since
2014 as a result of the conflict in Ukraine.

Response and opportunity

Harbour aims to produce reliable and
predictable cash flows through the
cycle, supported by a steady investment
programme and disciplined hedging,
underpinning revenue while retaining
some upside exposure.

Higher commodity prices enabled us to
deleverage quicker than expected during
2021, with net debt, excluding unamortised
fees, reduced from $2.9 billion at
completion of the Merger to $2.3 billion at
year-end. With approximately 50 per cent
of our 2022 oil production hedged, we have
significant leverage to the oil price while
continuing to be protected to the downside.

B3%

Increase in average Brent price
versus 2020

Harbour Energy plc
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Summary

Against a backdrop of continued
volatility, UK gas prices increased during
2021 to average 122p/therm, up 360
per cent with a record high of 450p/
therm reached in the fourth quarter.
This was driven by a number of factors
including a sharp recovery in demand,
depleted storage levels, lower pipeline
imports and global competition for
LNG cargoes.

Response and opportunity

2021 saw drilling activity on our
operated assets return to pre-COVID-19
levels, with the majority of the wells
targeting natural gas. As a result, our
portfolio is becoming more gas-weighted
while, at the same time, we have
increasing exposure to spot prices with
¢.59 per cent, 41 per cent and 20 per
cent of our forecast gas production
hedged in 2022, 2023 and 2024,
respectively. In addition, we agreed with
our lending banks to remove the year 3
minimum hedging requirement providing
us with more flexibility over our hedging
programme going forward.

360%

Increase in average UK gas price
versus 2020

Summary

Upstream deal activity increased in 2021
with $181 billion of M&A transactions
announced. Major oil companies continue
to reshape their portfolios with significant
divestments targeted by 2025. Meanwhile,
independent oil and gas companies have
continued to make acquisitions with a
focus on economies of scale.

Response and opportunity

In 2021, we completed the Merger to
create the UK’s largest independent
oil and gas company.

With our scale, robust balance sheet and
track record of executing value accretive
M&A, we are uniquely positioned to take
advantage of the current environment to
grow and further diversify our portfolio. The
rising commodity prices however may make
transacting harder. As always, we will remain
very disciplined and focused on value.

Note: Data in this section has been sourced from
Rystad and NASDAQ.
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Positioning for the energy transition

Harbour is exploring the potential for CCS projects and partial electrification of the UK Central North Sea to support

our goal to reduce CO, emissions.

V Net Zero

The V Net Zero project is a CO,
transportation and storage project led
by Harbour.

The Humber is the UK’'s most energy
intense industrial area, emitting c. 20
million tonnes of CO, per annum. In 2021,
V Net Zero was selected as the preferred
CO, Transportation & Storage provider by
Humber Zero (Phillips 66's Humber QOil
Refinery and VPI Immingham’s power
plant), EP UK Investment’s gas-fired power
plant and Prax’s Lindsey Oil Refinery.

V Net Zero aims to transport and store
more than 10 million tonnes of CO, per
annum by 2030. If sanctioned, the project
could progress towards first capture and
storage from 2027.

Acorn

As the Scottish Cluster, Acorn was awarded
Track 1 reserve status as part of the UK
Government’s Net Zero ambitions. Harbour is
a partner in the Acorn Project, which is being
led by Storegga with Shell as lead developer.

Acorn aims to capture industrial CO,
emissions and, by using existing oil and gas
pipelines, transport it offshore to be
permanently stored in depleted reservoirs.

Phase 1 will capture CO, emissions from
St Fergus gas terminals and potentially
from heavy industry in the Central Belt

of Scotland. The Acorn partners are also
considering using the Peterhead port
facilities to import CO, for storage. Initial
studies were also undertaken in 2021

on a proposed hydrogen plant which would
generate low carbon hydrogen from natural
gas landed at St Fergus.

Electrification

Harbour has been evaluating electrification
options for our operated assets in the UK
North Sea as a potential way to reduce our
Scope 1 offshore CO, emissions.

In addition we have been leading
industry efforts to evaluate large scale
electrification options across multiple
facilities to help achieve UK oil and
gas sector targets to reduce emissions.
Detailed technical, regulatory and
commercial analysis has been
undertaken in close collaboration with
industry stakeholders, regulators and
supply chain. It is anticipated that the
work to determine the viability of these
projects will conclude in 2022.

Our Net Zero goal includes our share of Scope 1and 2 CO,e emissions from both operated and non-operated assets.

~ @ ke

Measure Reduce

Offset

Incentivise

Invest

= Accurate and consistent
emissions measurement,
reporting and forecasting

m Alignment with global
accounting standards

and flaring

m Independent verification
of progress towards 2035

ESG REVIEW
P28

m Operational optimisation
and improvements

® Minimise venting

m Low carbon design
of new developments

portion of the residual,
hard-to-abate emissions
year on year

certified offsets

= Policy reviewed annually

m Embed Net Zero impact
in investment decisions

m Offsetan increasing = Emissions reduction
incentives embedded

in compensation
programmes

m Purchase independently = Financing cost
incentives linked to
emissions performance

m Screen M&A
opportunities for
emissions intensity

m Participate in two
potential UK CCS projects
(V Net Zero and Acorn)

= Assess the opportunity
for partial electrification in
the UK Central North Sea

Harbour Energy plc rI«I

Annual Report & Accounts 2021



How we create value

A clear approach focused on

value creation, cash flow and distributions

Our values

At the heart of everything we do are our
four core values:

v\

&

Collaboration Responsibility

Q

Innovation

.

)

Our purpose

To play a significant role in meeting the world's
energy needs through the safe, efficient and
responsible production of hydrocarbaons while
creating value for our stakeholders.

Our strategy

To create value by continuing to build a global,
diversified oil and gas company focused on
value creation, cash flow and distributions.

Our business model

Harbour’s strategy is underpinned by our business
model. We aim to maximise the value from our high
quality UK asset base by investing in lower risk, high
return projects to maintain production levels while
generating substantial free cash flow.

A

Leverage existing
global footprint

At the same time, we seek to grow and diversify through
acquisition of conventional, cash generative producing
assets, leveraging our full cycle capabilities, global footprint
and strong financial position to establish a material
production base in at least one region outside the UK.

International

growth

A

High value, infrastructure
led investment portfolio

Material stakes
in long life assets

Harbour Energy plc
Annual Report & Accounts 2021

1=

A A
Selective investment Disciplined
in growth projects approach to MGA Maintain
highly cash
generative
A A

UK portfolio

Deep operator competence
including in decommissioning
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@ KEY PERFORMANCE INDICATORS
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Our strategic pillars

&

Ensure safe, reliable
and environmentally
responsible operations

Focus areas
m Protect the safety and wellbeing of our people

m Safeguard the communities in which
we operate and the environment

m Progress towards Net Zero

m Measure, verify and report the data
to support our goals

m Include relevant metrics in our
compensation programmes

‘%}

Maintain a high quality
portfolio of reserves
and resources

Focus areas
= Robust margins in times of low
commodity prices

m Access to a range of profitable
investment opportunities

m Ensure we have longer-term investment
options including organic and inorganic
opportunities

m Rigorous prioritisation and capital
allocation process

LT

S

Leverage our full cycle
capabhility to diversify
and grow further

Focus areas

m Leverage our global footprint, full cycle
capabilities and M&A expertise to diversify
and expand our investment opportunity set

m Utilise our deep organisational competence
and operating skills to drive standards,
efficiencies and control over capital
expenditure levels

Ensure financial strength
through the commodity
price cycle

Focus areas

= Maintain a strong balance sheet with the
potential for an Investment Grade credit rating

m Disciplined annual budget and long-term
planning processes

m Conservative financial risk management policy,
including a disciplined hedging programme

m Ensure a sustainable dividend

Our target outputs

Responsible portfolio growth

OUR CULTURE AND VALUES
P20

m Continuous improvement in our safety

and environmental performance

m Strong governance framework and
a high quality Board of Directors

Net Zero

Goal by 2035

Prudent capital allocation
m A diverse mix of oil and gas

m Wide range of highly profitable
investment opportunities

>909%

Of 2022 drilling and development
projects break even below $35/bbl
and 35p/therm

Medium-term reserve replacement
m High margin, diverse and
geographically balanced portfolio

m Establish a material production
base outside the UK

157%

2P reserve replacement in 2021

Continued financial flexibility
m Positive free cash flow

m Conservative leverage profile
and significant liquidity

$200m

Annual dividend policy announced

Harbour Energy plc

Annual Report & Accounts 2021
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Key performance indicators

Measuring our performance

Operational

Harbour maintained safe and
responsible operations while
integrating two organisations and
adapting to new ways of working
as we learn to live with COVID-19.

Link to strategic pillars
Financial

We generated positive free cash
flow during 2021, maintained

a strong balance sheet with
significant access to liquidity and
diversified our capital structure.
This enabled us to introduce a
$200 million annual dividend policy.

Link to strategic pillars

QSO0

Safety and the Environment’

We are committed to behaving
responsibly and conducting our
business with integrity. The safety of
our people is our number one priority
and we never compromise our health,
safety and environmental standards.

Link to strategic pillars

1 We report our Safety and the Environment KPIs - TRIR, Process
safety and GHG intensity - on a gross, operated basis.

,|4 Harbour Energy plc
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Average working interest production

175kboepd

2019 2020 2021

Free cash flow

Objective

We aim to maintain production from our high
quality UK asset base and, at the same time, grow
and diversify our production through acquisition.

2021 progress

m As a result of the Merger, Harbour became
the largest producer of oil and gas in the UK
and established a global footprint

m Production impacted by unplanned outages
and delay to Tolmount project start up

m Significant planned maintenance campaigns
completed safely with production rates
increasing to in excess of 200 kboepd in
the fourth quarter

5678m

2019 2020 2021

Objective

Harbour aims to deliver predictable and reliable
cash flow through the commodity price cycle to
maintain financial strength, enable investment
to ensure a robust and diverse portfolio, and

to underpin the delivery of shareholder returns
including through a sustainable dividend.

2021 progress

m Increased free cash flow, driven by higher
commodity prices

Started to realise synergies resulting from
the Merger, especially within the UK
Highly ranked, broad set of relatively low
risk, high return projects to maintain
production and cash flow near term

Total Recordable Injury Rate (TRIR] Per million hours worked

1.27

2019 2020 2021

Objective

Harbour is committed to managing its operations
in a safe and reliable manner to prevent major
accidents and provide a high level of protection
to employees and contractors.

2021 progress

m There were 15 recordable injuries resulting
ina TRIR of 1.27 across the Group

Europe Well Services team completed work
on 36 wells across eight assets without a
single first aid case or other recordable injury
The Judy and Britannia platforms (UK)
surpassed seven years without a lost

time injury; while the Gajah Baru platform
(Indonesia) surpassed 10 years
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Our strategic pillars

Ensure safe, reliable and
environmentally responsible
operations

Reserves and resources’

Maintain a high quality
portfolio of reserves
and resources

Leverage our full cycle
capability to diversify
and grow further

Operating costs

Ensure financial strength
through the commodity
price cycle

948 mmboe

2C: 255

2019 2020 2021

Objective

$15.2/boe

We aim to add reserves as well as convert
reserves and resources into production via
targeted investment in our existing asset
base. We seek to replace reserves in the
medium term through value accretive M&A.

2021 progress

m Achieved 157 per cent 2P reserves
replacement, underpinned by the Merger
m Downward revision of Tolmount
reserves estimates
m Increase in 2C resources underpinned
by the addition of the Zama (Mexico)
and Tuna (Indonesia) fields

2019 2020 2021

1 2019 is as per Harbour’s CPR. 2020 and 2021 are management estimates; 2021 excludes
volumes associated with the Falkland Islands consistent with Harbour’s decision to exit.

Shareholder returns Dividend

Leverage ratio

Objective

We strive for competitive operating costs
without compromising on health, safety and
the environment, enabling positive margins
in times of low commodity prices.

2021 progress

m $15.2/boe field opex and $1.3/boe
FPSO lease costs, reflecting natural
decline and lower operating efficiency
due to significant planned maintenance
campaigns and some unplanned outages

m Operating costs on an absolute basis
increased to $1.0 billion, driven by the
addition of Premier’s portfolio from the
end of March and a stronger Pound
Sterling/US Dollar exchange rate

$2[|Um/year

2019 2020 2021

Process safety? Tier Tand 2

Objective

0.9«

Harbour aims to deliver both growth and yield
to its shareholders. Shareholder returns, along
with ensuring balance sheet strength and

a robust and diverse portfolio, is one of our
three capital allocation priorities.

2021 progress

= Increased earnings per share supported
by higher commodity prices
= Annual $200 million dividend policy
announced and will be reviewed annually
in the context of the Group’s capital
allocation priorities
m For 2021, a final dividend of $100 million
to be paid in May 2022 post AGM and
shareholder approval
YE 2019 YE 2020 YE 2021

GHG intensity Scope Tand 2

Objective

We aim to keep leverage below 1.5x on average
through the commaodity price cycle supported
by prudent capital allocation and a disciplined
hedging programme. We seek to repay debt when
prices are high ensuring capital discipline, financial
resilience and capacity to take advantage of M&A
opportunities that align to our strategic drivers.

2021 progress

= Significant deleveraging since completion
of the Merger with net debt, excluding
unamortised fees, reduced from
$2.9 billion to $2.3 billion at year-end

= Disciplined hedging programme underpins
revenue and debt availability with additional
flexibility following lender removal of year
3 minimum hedging requirement

m Completed a $500 million debut bond
issuance with a coupon of 5.5 per cent

2 events (Tier 2)

2019 2020 2021

Objective

17kgCUze/ boe

Harbour aims to maintain the highest
standards of operational integrity to prevent
any release of hazardous material from

N q Excluding
primary containment. offsets
2021 progress
m No Tier 1 Process Safety Events :gr}%:‘tj;ng

m Two Tier 2 Process Safety Events
relating to a gas release on the West
Lobe platform (Indonesia) and overflow
of a diesel tank at Solan (UK) during
bunkering operations
= Inaugural Global HSES Day held with
particular focus on delivering process
safety excellence
2019 2020 2021

2 Reported as per the IOGP’s Process Safety - Recommended Practice on Key Performance Indicators, report 456, 2018.

Objective

Harbour is committed to proactively taking
steps to address its environmental impact.
This includes reducing our own emissions
and offsetting an increasing proportion

of our residual, hard-to-abate emissions
year on year in order to achieve our goal
of Net Zero by 2035.

2021 progress

m Higher GHG intensity reflects addition
of Premier’s portfolio from March and
increased drilling activity

= Purchased independently certified carbon
offsets of which 400k were retired
against our 2021 emissions reducing our
GHG intensity to 17kgCO,e/boe

Harbour Energy plc r|5
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Engaging with our stakeholders

By partnering with our
stakeholders, understanding
their challenges and managing
risks, we can find solutions
for our shared success.

Section 172(1) statement

The disclosure on the following Information regarding our assessment
pages (16 to 19) describes how the of environmental and community
Directors have had regard to the issues associated with our operations,
matters set out in section 172(1) (@)  including how we maximise our

to (f) and forms the Directors’ positive impacts and minimise the
statement required under section negative impacts, can be found in
414CZA of the Companies Act 2006.  the ESG review on page 28.

GOVERNANCE
P56

*IB Harbour Energy plc
Annual Report & Accounts 2021

The duty of our Board is to promote the success

of Harbour for our shareholders whilst having due
regard for the interests of other stakeholder groups.
In discharging this duty, the Directors must
consider the likely consequences of their decisions
in the long term whilst maintaining our corporate
reputation and adhering to the highest standards
of business conduct. Our Board of Directors carries
out its decision-making with this key duty in mind.
Central to this is ensuring it is equipped with the
necessary information regarding the views of

our stakeholders on key issues and how those
stakeholders will be impacted over the long term

by a particular course of action.

In this regard, the Board sets the parameters

by which we develop, maintain and enhance
relationships with our stakeholders. However, this
engagement cannot be undertaken by the Board
alone, so our Leadership Team aims to adopt a
proactive approach to engagement and foster
positive relationships with all groups who are
impacted by our operations. The Board considers
these stakeholder views when making key decisions
about our operations. For example, the information
is used in investment papers, strategy documents
and budget proposals, to ensure that decisions are
made with due consideration of all stakeholders.

P20



Strategic report

We engage with our stakeholders, listen to their concerns and take action where appropriate,
as is consistent with our core values. Having an open and proactive dialogue with our stakeholders
ensures we can access the resources we need throughout the life cycle of our assets. Their input
and feedback serve as a basis for the decisions we make.

Our aim is to establish good relationships with our key stakeholder groups. These include shareholders, lenders, workforce,
joint venture partners, suppliers and customers where we operate, non-governmental organisations, contractors, suppliers
and trade unions.

Shareholders

Why is it important to engage?

Harbour seeks to develop an investor base of
long-term, institutional shareholders who are
supportive of our strategy.

By ensuring our strategy and objectives
are well understood by our shareholders,
we maintain continued access to long-term
capital providers.

Lenders

Why is it important to engage?

The upstream oil and gas industry is a
capital-intensive business. By maintaining
supportive relationships with our lending
group, we can ensure access to long-term
debt financing that enables us to invest

in high quality projects that generate
sustainable long-term cash flows.

How do we engage?

We engage regularly with our
shareholders and potential investors
through meetings, presentations,
conferences and investor events. Over
350 meetings were held in 2021,
including with investors representing
over 80 per cent of the Group’s
issued share capital. The CEO and
Chief Financial Officer along with
Investor Relations are primarily
responsible for this engagement.

What issues are important to them?
= Financial and operational
performance

m Capital allocation
m ESG performance
®m Remuneration structure

How do we engage?

We undertake regular dialogue with the
syndicate banks, both bi-laterally and
via an annual bankers’ presentation.
Members of the Leadership Team
present performance updates at
these sessions, followed by questions
and answers. Post issuance of our
bond, we have also engaged with
debt investors through meetings
and conferences.

What issues are important to them?
m Sustainable financial and
operational performance

m Capital allocation
= Covenant compliance
m Financial risk management

Strategic actions and decisions
In 2021, we set out our strategy
and capital allocation plans. We
also communicated our investment
proposition, highlighting the strength
of our asset base and cash flow
potential. This has attracted new
institutional shareholders and
allowed non-natural holders of
our public equity such as the
legacy Premier creditors to exit.

Outcomes

The Group entered the FTSE 250
in August and remains the largest
London-listed independent oil

and gas company. Our free float
increased during 2021 as the
six-month lock-ups rolled off, resulting
in some index funds buying and
several new long-term institutions
entering our register.

Strategic actions and decisions
The completion of the Merger
resulted in Premier’s debt being
settled in full, financed by the
up-sizing of our existing RBL and
the issuance of Harbour’s shares.

We took the decision to seek a
corporate rating to enable us to
diversify our capital structure
and access new debt investors.

Outcomes

In June, we successfully completed
a redetermination of our RBL.

In addition, Harbour received BB
ratings from S&P and Fitch. In
October, we completed our debut
$500 million bond issuance, using
the proceeds to repay the Shell
Junior debt facility.

Harbour Energy plc «|7
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Engaging with our stakeholders continued

18

Workforce

Why is it important to engage?

Our current and future success is underpinned
by our ability to engage, motivate and retain
our workforce. Creating an environment
where we listen to employees and where they
in turn know their contribution is valued and
appreciated will help us achieve our objectives.

Joint venture partners

Why is it important to engage?

Sharing of risk is a fundamental component of
our industry. By maintaining good relationships
with our joint venture partners, we can ensure

that maximum value can be extracted from our
operations in a safe and sustainable manner.

Harbour Energy plc
Annual Report & Accounts 2021

How do we engage?

The global pandemic meant it was
impossible for us to have face-to-face
sessions for onboarding and Town
Halls. We were also faced with the
challenge of connecting with a global
workforce during a period when we
were still integrating databases and
systems. The solution was a virtual,
web-based ‘on demand’ platform
that provided multiple opportunities
for the global team to connect with
management and each other. In April
1,494 employees attended Harbour’s
first Company-wide Town Hall event.

What issues are important?
m Group strategy

m Development and progression
m Corporate culture
= Reward

How do we engage?

The Operating Committee Meetings
(OCMs) are the forum for joint
venture decision-making with
partners. These are set up under the
Joint Operating Agreement (JOA) or
equivalent. The OCM is supplemented
by the main Technical Committee
Meeting (TCM) and other technical and
non-technical sub-committees, all of
which have an advisory role to the OCM.

A regular programme of OCMs

and TCMs, plus other meetings as
appropriate, ensures there is an open
dialogue with our partners across the
full range of asset activities, allowing
for collaboration to be fostered and
for ideas to be exchanged.

Where we are the operator, we seek
to ensure that all partners are aligned
around common objectives for a
particular asset to ensure we can
maintain safe and reliable operations.

Strategic actions and decisions

Using the ‘on demand’ platform, we scheduled
global and regional Town Halls and Village
Halls to keep employees up-to-date on the
integration process and our worldwide
activities. We held onboarding sessions and
networking live events. We also posted monthly
CEO messages, Q&As, videos and documents
online. At the end of December, the system
had recorded 23,354 visits to the site overall.
It virtually hosted 66 events (Town Halls, Q&A
sessions, onboarding events and Village Halls)
and 84 videos were uploaded to it. A new
Global Staff Forum was also formed, made
up of representatives from across Harbour,
providing an opportunity for engagement with
the CEO and other members of the Board

of Directors at least three times per year.

In addition, in January 2022 members of our
Board held a virtual visit with key operations
and other staff from our Aberdeen offices,
giving them the opportunity to engage directly.

Outcomes

We have a workforce that understands our
strategy and is fully engaged and committed
to playing their part in achieving our objectives.
Through the Global Staff Forum, employees
have had the opportunity to engage directly
with the CEO and other representatives of the
Board on topics of interest to them including
strategy, culture, personal development, and
new ways of working. Our communications
Pulse Survey highlighted the importance of
the Company-wide Town Halls and provided
valuable feedback regarding our intranet site
and other engagement tools.

What issues are important to them?
m Safety and operational performance

= Work programmes and budgets
m ESG performance

m Asset stewardship and
life-of-field strategy

Strategic actions and decisions
Decisions are taken by a vote of the
participants against voting pass-marks
and requirements set out in the JOA. It is
the responsibility of the OCM to agree
the asset strategy, ensuring alignment
to partner and regulatory requirements.

Outcomes

Harbour enjoys strong and productive
relationships with its joint venture partners.
This helps us to maximise the value from
our assets safely and responsibly.
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Suppliers

Why is it important to engage?
Building strong relationships with our
contractors and suppliers is essential

to the safe and efficient delivery of our
projects and operations. Through supplier
engagement and the development of
collaborative working relationships, we
aim to manage risk, improve our business
processes, reduce emissions and increase
both productivity and operational efficiency.

Customers

Why is it important to engage?

Our oil and gas are sold via a mixture

of long-term offtake arrangements, spot
market sales and term sales agreements.
In the UK gas is delivered via pipeline to
several terminals, and in Indonesia, long-term
gas sales arrangements are in place to supply
gas into Singapore. We aim to achieve
competitive prices for our oil and gas, whilst
ensuring our operations continue to run
smoothly through regular and open dialogue
with customers.

How do we engage?

Supplier relationship management
is critical to our contracting strategy
and ensuring delivery. At a working
level we regularly engage our
contractors through scheduled
reviews and supplier audits to track
HSES and performance, identify
opportunities for improvement and
align objectives. In response to
COVID-19 we ensured more regular
contact with key suppliers to
maintain strong relationships,
better anticipate potential issues
and implement any necessary

risk mitigation measures.

What issues are important to them?
m Pre-award transparency
and opportunity

m Reciprocal commitment
and integrity
= Prompt and fair payment terms

How do we engage?

Harbour has an in-house Marketing
and Trading team which, in addition
to being the primary point of contact
for long-term offtake arrangements,
is responsible for our global crude
oil, natural gas liquids (NGL) and
North Sea gas sales, as well as price
risk management. The Marketing
and Trading team manage the entire
sales process from the negotiation of
lifting and shipping arrangements
through to pricing negotiation and
offtake logjstics.

What issues are important to them?
m Robust and safe lifting operations

m Crude oil and gas quality

m Reliability of supply and timing
of delivery

= Financial capability

Strategic actions and decisions
Harbour’s Supplier Forum event provides
our senior business leaders with the
opportunity to communicate future
strategy, share investment plans and
respond to questions from suppliers.

Outcomes

Harbour plans to implement a single
integrated Enterprise Management System.
This will help streamline engagement with
our suppliers, consolidate contracts with key
partners and realise efficiency improvements.

Strategic actions and decisions

We took the decision to repay the $400
million Shell Junior debt facility to provide
us with additional flexibility over the future
marketing of our hydrocarbons.

Outcomes

Harbour sold to more than 20 global
customers in 2021. Strong buyer demand
was experienced for the majority of

our production streams and scheduling
performance was robust.

All our oil and gas sales volumes were
safely lifted/delivered to the point of sale.
Over 70 per cent of our oil and over 80
per cent of our gas in the North Sea were
sold to our primary offtake partner Shell.
Our Indonesian production was maximised
to meet strong Singapore gas demand.
Strong gas prices were realised and crude
oil sold at an average premium to the
Dated Brent benchmark.
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Our culture and values

Our four core values
sit at the heart of
everything we do

These values represent what we
stand for, what is important to us
and where we will not compromise.

Each of our core values is brought
to life by a set of behaviours which
help guide us as we strive to develop
our people, embed our culture and
live our values day to day.

ED Harbour Energy plc
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Collaboration

Integrity
Always doing the right thing

in a professional, respectful
and honest way.

Desired behaviours:

m Be direct, honest and encourage
constructive challenge

m Respect diversity and be inclusive
in everything you do

m Create a safe environment in
which everyone feels comfortable
speaking up

Innovation

Encouraging a more creative
approach to business.

Desired behaviours:
m Foster a learning environment that
focuses on continuous improvement

= Be open to new ideas and develop
and apply creative solutions

m Look to remove complexity and
simplify everything we do

&

Responsibility

Innovation

Responsibility

For safety and the environment,
for complying with our policies and
procedures, for delivering against
individual and team goals.

Desired behaviours:

m Demonstrate that you care for each
other’s safety every day

m Actively consider the environmental
impact of every decision you take

m Take personal responsibility for
delivery and results

Collaboration

Working together to achieve our
goals and successfully execute
our business plans.

Desired behaviours:

= Work as a team to resolve challenges
and achieve goals

m Build and maintain strong, trust-based
relationships with colleagues and
stakeholders

m Be open to new ideas and develop
and apply creative solutions
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Our culture and values reinforce a positive and supportive
working environment centred on employee engagement, learning
and development, performance management and reward.

Here are some examples of how we live our values every day:

Recognising excellence

We believe that by working with highly skilled, innovative and
dedicated colleagues who adhere to our core values we will safely
and reliably deliver on our strategic goals. Living our values in
everything we do is crucial to strengthening our culture and
achieving our vision. To shine a light on outstanding health and
safety behaviours across our global operations in 2021, we
launched Harbour’s CEO Safety Award. An employee recognition
system which links to our values and behaviours is also being
developed for launch in 2022.

Encouraging open and honest discussion

We encourage open and ongoing communication between
employees and their managers. When managers and
employees can frankly discuss career development, they
create a foundation for trust and higher engagement. We
always strive to be clear, open and honest with each other,
enabling true collaboration.

Creating a diverse and inclusive environment

We aim to recruit, retain and promote staff based on competence
and regardless of age, disability, gender, marriage and civil
partnership, maternity, race, religion and belief and sexual
orientation. We conduct analysis across our business to ensure
men and women are being paid equally for the same or similar
work. We review compensation decisions in relation to bonus,
recognition and salary regularly to ensure equality across
gender groups.

Harbour Energy plc E’I
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Operational review

Mare than 90 per cent of Harbour’s
production is from the North Sea,
with the balance from the Group’s

International assets.

Group production averaged 175 kboepd for
2021, split 163 kboepd North Sea / 12 kboepd
International, and 96 kboepd liquids / 79 kboepd
gas. Average unit operating cost was $15/boe.
Total capital expenditure was $935 million
(including $226 million in decommissioning).

Our North Sea portfolio comprises a mixture of producing
assets, development and pre-development projects, as
well as near-field exploration opportunities. We continue
to invest in the future of the North Sea, maximising the
value of our portfolio and helping to meet local demand
for oil and natural gas.

Our International producing assets consist of Harbour’s
operated fields in Indonesia and Vietnam.

Group production

175kbuepd

Total 2021 production

16 3kboepd

Diverse, cash generative
portfolio of scale

North Sea 2021 production

12khoepd

International 2021 production

West of Shetland

Clair - 7.5% non-operated
Schiehallion - 10% non-operated
Solan - 100% operated

2021 2020
Asset / hub (kboepd) (kboepd)
Greater Britannia Area 33 39
J-Area 26 31
AELE 24 32
Catcher Area 18 -
Elgin Franklint 18 19
Buzzard 13 18
Beryl Area 12 17
West of Shetland? 13 11
Other North Sea® 6 6
North Sea 163 173
International 12 -
Total 175 173

1 In 2020 Harbour had a 14.1 per cent interest in Elgin Franklin; this increased to 19.3 per cent following the

Chrysaor Premier Merger.
2
3
and Johnston in 2021.
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West of Shetland comprises Clair and Schiehallion in 2020, and Clair, Schiehallion and Solan in 2021.
Other North Sea includes East Irish Sea and Galleon in 2020, and East Irish Sea, Galleon, Ravenspurn North
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Greater
Britannia Area

Britannia - 58.7% operated
Brodgar - 93.8% operated
Callanish - 83.5% operated
Enochdhu - 50% operated
Alder - 26.3% non-operated
Finlaggan - third party tie-back

Buzzard

21.7%

non-operated

@ operated

(@ Non-operated

Beryl Area

Beryl - 39.4% non-operated
Buckland - 37.5% non-operated
Callater - 45% non-operated
Ness - 39.4% non-operated
Nevis - 39-49% non-operated
Skene - 34% non-operated
Storr - 41% non-operated

Elgin Franklin
19.3%

non-operated

()
Armada - 100% operated
Everest - 100% operated
Lomond - 100% operated
Erskine - 32% non-operated
@
J-Area
Jade - 67.5% operated
Jasmine - 67% operated
J-Block - 67% operated
()

Catcher Area

B0%

operated

Tolmount Area

B0%

operated

Harbour Energy plc
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Operational review continued

North Sea: operated

&,

Greater Britannia 3 3kboepd

Area 2021 production

EBkhnepd

2021 production

J-Area production averaged 26 kboepd We also successfully appraised the
net to Harbour for the year, supported Talbot field in 2021, with a final

by high uptime and an active well investment decision on the multi-well
intervention and drilling programme. subsea tie-back project targeted for
A second rig arrived at J-Area in July 2022. In December we completed
which enabled development, infill, the Dunnottar exploration well; while
near-field exploration and appraisal the joint venture partners are still
drilling activity. This included Jade assessing the results, it does not
South, a near-field exploration well appear to have found commercial
which achieved first gas in early 2022. levels of hydrocarbons.

24 Harbour Energy plc
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The Greater Britannia Area (GBA) was the
Group’s largest producer in 2021, averaging
33 kboepd net to Harbour. The planned six
week maintenance campaign was completed
in August. Production during the fourth quarter
averaged 40 kboepd, underpinned by high
uptime and new production from the Callanish
F5 well. The third party Finlaggan field started
up in the fourth quarter with its associated
tariff leading to improved hub margins. Further
production and plant optimisation is planned
for 2022. This includes the Brodgar field
re-route to the long-term booster compressor
facility and the re-wheel of the compression
train which aims to mitigate production
decline. Following its move to single train
operations, GBA is now one of the Group’s
lowest greenhouse gas emitters on an
intensity basis.

AELE 24kboepd

2021 production

Production from Armada, Everest & Lomond
together with the Erskine tie-back (AELE) averaged
24 kboepd net to Harbour. Production was impacted
by an extended shutdown maintenance campaign.
However, with strong operating efficiency later in the
year, rates returned to just under 30 kboepd in the
fourth quarter. The LAD development well, targeting
the East Everest Extension area, was drilled during
the second half of the year. First gas is targeted for
the first half of 2022, helping to mitigate natural
decline from the AELE hub.
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Tolmount
Area

At the Tolmount gas field, issues were
identified in certain offshore electrical

systems during final commissioning and

testing of the platform which resulted
in first gas being delayed beyond July
2021. The inspection of all of the
electrical systems and the repairs
required for first gas were completed
post period end in early 2022, as were
the Safety Instrument Functionality
and Cause and Effect testing.

Start-up operations commenced post
period end in March with the handover
from the engineering and construction
contractor to ODE, the duty holder,
initiated, ahead of back-gassing the
pipeline and first production.

Other activity

At the end of 2021, we downgraded
our estimates of the Tolmount field
reserves, reflecting the outcome

of the four well drilling campaign.

In particular, the third well encountered
a shallower than expected water
contact. Tolmount is expected to
produce c. 20 kboepd once at plateau
rates with all four wells on-stream.

Tolmount East, which will comprise

a single subsea well tied back to the
Tolmount platform, was sanctioned in
July 2021, and once on-stream will
supplement production from the main
Tolmount field. Drilling is scheduled to
commence in the second half of 2022
with first gas targeted for 2023.

Catcher
Area

18kbnepd

2021 production

The Catcher Area averaged 24 kboepd net to
Harbour for nine months from 31 March, contributing
18 kboepd to the Group’s production for the full year.
Production was supported by the water and gas
injection programme which has resulted in higher
oil volumes and lower water cuts than anticipated.
A three well programme is planned for 2022 to bring
on-stream the Catcher North and Laverda satellite
tie-backs as well as additional production from the
Burgman field. A 4D seismic survey across the area
was completed in April which will enable us to
optimise reservoir management and identify future
infill targets beyond the 2022 programme.

Harbour drilled two exploration wells
in Norway in 2021, targeting the Jerv
and llder prospects on licence PL 973.
The wells were unsuccessful and have
been plugged and abandoned. Post
year-end, in the first quarter of 2022,
we were awarded five licences in the
APA 2021 licensing round.

Harbour’s Southern North Sea
decommissioning programme has
continued to deliver a strong safety,
operational and cost performance,
leveraging our significant in-house
expertise. The well plug and
abandonment programme continued
during the year and the removal

of five platforms in the LOGGS
complex was successfully completed.

In the Central North Sea, Harbour
plugged and abandoned the final well
on the MacCulloch field, marking the
successful completion of the 13 well
abandonment programme. Elsewhere
in the Central North Sea, the Balmoral
floating production vessel was
demobilised and moved off station.
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Operational review continued

North Sea: non-operated

18kboepd

2024 production

Elgin
Franklin

Elgin Franklin produced 18 kboepd net to
Harbour, reflecting a third party unplanned
outage in April and a delayed start up
following the extended planned summer
shutdown which had been deferred from
2020. This was partially offset by the
contribution from Premier’s 5.2 per cent
interest in the field from the end of March.
Production averaged 26 kboepd during the
fourth quarter, supported by significantly
improved uptime. In addition, the EIG well
was tied into production in the fourth
quarter of 2021.

West of 13kbdé"|':) T

Shetland

2021 production

Production from the West of Shetland hub
comprising our interests in Clair, Schiehallion
and Solan averaged 13 kboepd. Production
from the very long life Clair field continues
to be supported by an ongoing drilling
programme at Clair Ridge, with five wells
drilled during the course of the year.
Preparations also continued to return

to drilling at Clair Phase 1 at the end

of 2022. In addition, the partners
continue to optimise the Clair Phase 3
development, including Clair South.

Harbour Energy plc
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Buzzard 13khoepd

2021 production

Buzzard production averaged 13 kboepd
net to Harbour, reflecting natural decline and
an extended shutdown from May to July

to install Buzzard Phase 2 facilities and
align with the Forties Pipeline System (FPS)
outage. Buzzard Phase 2, which was
developed as a subsea tie-back to the main
Buzzard platform, came on-stream at the
end of the year and will boost production by
¢.3 kboepd net to Harbour. Preparations are
underway for the 2023 infill well campaign
targeting the Northern Terrace which will help
mitigate natural decline from the field. Buzzard
Brownfield Electrification screening work was
undertaken in the second half of the year.

Mgl

Beryl
Area

12kboepd

2021 production

The Beryl Area produced 12 kboepd net to
Harbour for 2021. Production was impacted
by low operating efficiency due to an extended
planned maintenance campaign and gas
compression issues. Drilling operations and
the subsea tie-in on the Storr-2 development
well was achieved in late December. An active
rig programme is planned for Beryl in 2022,
with return to the Mobile Offshore Drilling Unit
(MODU) infill drilling programme and the
restart of platform drilling in the second half
of the year. The operator continues to target
mid-2020s for start-up from the Tertiary fields.

North Sea: working
towards Net Zero

Harbour is participating in two early-stage
potential Carbon Capture and Storage
(CCS) projects: V Net Zero (England) and
Acorn (Scotland). These projects have the
potential to capture and store multiple
times our annual emissions.

2021 saw good progress on our V Net Zero
project which utilises our existing
infrastructure and offshore depleted fields.
The project is being designed to transport
up to 10.9 million tonnes of CO,, per year
from the Humber region, the UK’s most
industrialised area, and permanently store
it offshore in depleted gas fields in the
Southern North Sea. During 2021, Humber
Zero (Phillips 66’s Humber Refinery and
Vitol's VPI Immingham power plant), EPUKI’s
South Humber Bank Power Plant and Prax’s
Lindsey Oil refinery selected the project as
their preferred CO, transportation and
storage provider. In addition, in October
Harbour was awarded the Carbon Capture
and Storage licence to reuse the depleted
Viking and Victor gas fields to store CO, as
part of the project. Post year-end, in early
2022 we awarded energy engineering
specialist Kent the pre-front end engineering
design contract for the V Net Zero pipeline
systems. We, our partners and our emitters
continue to work with regulators and the UK
Government to progress V Net Zero towards
a potential final investment decision.

The Acorn CCS and Hydrogen project is
well placed to help decarbonise Scotland,
especially the central industrial belt.

Acorn was awarded Reserve Track 1 status
as part of the UK Government’s Net Zero
ambitions. Harbour is a partner in the Acorn
project which is being led by Storegga with
Shell as lead developer.

We are also assessing the potential
for electrification of offshore facilities
in the Central North Sea.

Harbour is leading an industry study to
determine the technical and commercial
viability for electrification of offshore
platforms, including replacing diesel
powered generators with electricity
transmitted from shore or possibly from
offshore wind turbines. Doing so would
have a material impact on our GHG
emissions from offshore oil and gas
production. The analysis is expected
to conclude during 2022.



Strategic report

International: operated and non-operated

SeaBlock A

8kboepd

2021 production

: -2_02}- production

Operated

The Natuna Sea Block A fields in Indonesia
averaged 10 kboepd for the nine months
from 31 March 2021, contributing 8 kboepd
to the Group’s 2021 full year production.
This reflected very high uptime and strong
Singapore natural gas demand with offtake
under our gas sales agreements above
take-or-pay levels. In the fourth quarter,

a jack-up rig campaign comprising a workover
and an infill well was completed, helping to
increase delivery from the field. Further rig
activity is planned for 2022, including an infill
well at Pelikan to help support production.
Pricing of Indonesia gas remained strong
during the year, averaging $12/mmscf.

Elsewhere in Indonesia, we successfully
appraised the Tuna discoveries. This involved
two appraisal wells and an extensive data
acquisition programme, including three drill
string flow tests with rates achieved ahead of
expectations. Technical and commercial work
on the project has been initiated, with the
development concept comprising dry gas
sales to Vietnam and liquids offloaded to
market via an FPSO scheme. Post year-end,
we secured Indonesian Government approval
for a one year extension to the exploration
period of the Tuna PSC to allow the
submission of a Plan of Development to
the Indonesian Government in 2023.

Preparations are also underway for the
drilling of the Timpan-1 exploration well on
the Group’s operated Andaman Il licence
off northern Sumatra, Indonesia. Together
with our partners, BP and Mubadala
Petroleum, we have contracted the West
Capella drillship with the well expected

to spud in the second quarter of 2022.

Harbour’s Chim Séo field in Vietnam
produced 5 kboepd during the nine months
from 31 March, contributing 4 kboepd to
Harbour’s 2021 production. An approved
two well infill programme to help offset
natural decline from the field is on schedule
to commence mid-2022.

In the Falkland Islands, Harbour undertook a
thorough review of the Sea Lion project, in
which the Group has a 60 per cent operated
interest. Development of the project was not
deemed a strategic fit for Harbour and the
Group decided to exit the Falkland Islands.
In December, Harbour agreed to assign all of
its interests in the Falkland Islands to Navitas
Petroleum. The transaction is expected to
complete in the first half of 2022 subject to
the Falkland Islands Government approval.

Harbour also took the decision in 2021 to
exit its exploration licence interests in the
Ceara Basin in Brazil and the Burgos Basin
in Mexico. This is in line with the Group’s
exploration strategy which is focused
primarily on infrastructure led, lower risk
opportunities in areas with an existing
Harbour producing presence.

Non-operated

Harbour has a 12.39 per cent unitised
interest in the Zama field offshore Mexico.
During 2021, Harbour worked with partners
and Pemex to define the basis of a unit
development plan (UDP) which is envisaged
to comprise two offshore platforms with

oil and gas export to the nearby Dos Bocas
terminal. The UDP is intended to minimise
offshore installations and also lowers GHG
intensity by powering the offshore platforms
largely from shore. Front End Engineering and
Design (FEED) on the proposed development
scheme is expected to be initiated during
2022 ahead of a final investment decision
possibly in 2023.

Elsewhere in Mexico, the Block 30 (Harbour
30 per cent) joint venture partnership plans
to drill two commitment wells on the licence
targeting the Wahoo and Pike prospects

in 2022.

Harbour Energy plc
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ESG review

A strong focus on delivering
our ESG commitments

Our purpose

To play a significant role in meeting the
world's energy needs through the safe,
efficient and responsible production of
hydrocarbons while creating value for
our stakeholders.

Our aim
To deliver value in a responsible manner
for all stakeholders in accordance with
key global standards, underpinned by
strong corporate governance.

FIND OUT MORE ONLINE
In our ESG Report at:
harbourenergy.com/sustainability

28 Harbour Energy plc
Annual Report & Accounts 2021



Strategic report

As our business continues to grow, we are committed to the highest standards
of corporate governance, to keeping safety as our top priority and protecting the

environment and local communities.

Safety

Our targets
m Maintain strong Health, Safety, Environmental and Security
(HSES) leadership

m Continuous improvement in our safety performance

The health and safety
of our people is our
top priority. We never
compromise on health
or safety standards.

®)

Environment

m Embed process safety excellence across the organisation

m Assure compliance with policies and procedures including
in support of major accident prevention

m Maintain a trained and prepared incident response capability

across our global organisation
READMORE
P30

Our targets
m Conducting our business with care for the environment

Committed to minimising m Net Zero for our equity share of Scope 1 and 2 emissions by 2035
the environmental impact m
of our operations and playing
arolein the transitionto a .
lower carbon economy.

o)

Reduce emissions from our operations
Zero routine flaring

Explore the potential for Carbon Capture & Storage (CCS) and
offshore electrification

Incentives in executive remuneration for emissions reduction

READ MORE m Investment in carbon offsets

Our targets

m Ensure diversity, equity and inclusion are reflected in the Group’s
Generating shared value policies and procedures
through socially responsible
operations will earn and keep

the trust of our stakeholders.

©)

Governance

m Develop a working environment that fosters a sense of belonging
and acceptance

m Commit to local employment
m Invest in local communities to provide sustainable benefits

READ MORE
P34

Our targets

m Establish and maintain a diverse Board of Directors
Ourgovernance goes beyond = Ensure a sound framework of internal controls and risk management
regulatory compliance and
puts the interests of all our
stakeholders at the heart of

the Board’s decision-making.

®)

m Maximise long-term value for our shareholders
m Transparent and active engagement with all stakeholder groups
m Zero tolerance to unethical behaviour

READ MORE
P35
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2021 progress

Harbour Energy’s Life-Saving Rules
and Process Safety Fundamentals
were developed and rolled out at
our inaugural Global HSES Day

1.27

Total Recordable Injury Rate
(TRIR) per million hours

2021 progress

Delivered emissions 6 per cent under
target through improvements in plant
efficiency and flaring, and offset more
than 25 per cent of emissions

17kgC0,e/hoe

GHG intensity (including offsets)

2021 progress

Launch of our Diversity, Equity &
Inclusion Policy, which includes
commitments to the principal of
equal opportunity in employment

$3.67bn

In economic value generated

£ IS e

2021 progress
Established a new Board
and announced plans for
dividend payments

>350

Investor meetings held

T

Harbour Energy plc
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ESG review continued

Safety

Ensuring our people are kept safe and well, and raising

awareness of potential dangers related to our operations
and locations are of paramount importance to us.

Our approach

At Harbour, safety is our top priority, and
we aim to operate responsibly and securely
across all our activities.

We continually work to reduce risks and
ensure the safety of everyone who is
affected by our operations. We aim to
improve occupational health and safety
practices, and performance across the
entire organisation through implementing
standards and policies, training, raising
awareness and sharing information.

We strive to achieve process safety
excellence and work continually to reduce
the likelihood and potential severity of
process safety events. This involves applying
best practices in the design, use and
maintenance of our equipment, planning
every stage of our operations with safety
risks and the hierarchy of control in mind.

2021 performance

We launched several programmes to improve
safety practices and promote greater safety
awareness across our organisation. We
held our first Global HSES Day, we adopted

a common set of Life-Saving Rules across
the organisation and implemented a
comprehensive HSES audit programme.

We began standardising process safety
procedures and practices, using best
practices from across the Group. This work
supports our aim of achieving process safety
excellence across all of our operations.

Process safety was a primary area of focus at
our Global HSES Day, where we announced
the adoption of the IOGP Process Safety
Fundamentals. We also developed an
internal training programme called Major
Hazards Awareness, which includes both
site-based and virtual reality modules.

Internatianal
Association
af Ol & Gas
Producers

FIND OUT MORE ONLINE

On the IOGP website at:
www.iogp.org/oil-and-gas-safety/
process-safety/fundamentals

3[] Harbour Energy plc
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Total Recordable Injury Rate (TRIR]’
Per million hours worked

Process safety™
Tierland 2

1.27

2019

()

2020 2021

KEY PERFORMANCE INDICATORS
P14

2 events [Tier 2)

2019 2020 2021

Reported on a gross, operated basis.
Reported as per the IOGP’s Process Safety

- Recommended Practice on Key Performance
Indicators, report 456, 2018.

N =



Strategic report

CEO Safety Award

Open for individuals or teams, staff and
contractors working for Harbour, this
award programme aims to recognise
outstanding health and safety behaviour
across our global operations. Anyone in
the Group can make nominations across
a broad scope including, for example,
extended injury-free performance on an
asset, personal interventions to stop
work or raise safety concerns, the
introduction of new ways of working or

a change in facilities to reduce health
and safety risks.

Our Total Recordable Injury Rate and Lost
Time Injury Rate were both above target for
the year. This was attributable to a number
of incidents, predominantly the result of
poor situational awareness, in the first
half of 2021.

We experienced zero Tier 1 and two Tier 2
loss of process containment safety events.

Looking forward

We will continue to focus on safety leadership,
process safety and major accident prevention.
Key actions for 2022 include rolling out the
Process Safety Fundamentals across the
organisation and embedding them into our
operating practices.

Additional details on our 2021 safety
performance can be found in our ESG Report.

FIND OUT MORE ONLINE
In our ESG Report at:
harbourenergy.com/sustainability

A total of 45 nominations were submitted.
While all were worthy of recognition, the
three finalists were: the Greater Britannia
Area (GBA) preventative maintenance team,
the barge campaign team in Indonesia and
our North Sea decommissioning team.

The winner of the inaugural CEO Safety Award
was the GBA preventative maintenance
team who significantly exceeded the annual
target for preventative maintenance and

in so doing helped to ensure the safety of
themselves and their colleagues.

HSES COMMITTEE REPORT
P72

©)

Harbour Energy

CEO SAFETY
AWARD 2021

Major hazard awareness using virtual reality

Virtual reality (VR) tools have been
successfully adopted by Harbour to
help reinforce Major Accident Hazard
(MAH) awareness training onboard
our UK offshore platforms.

In addition to recommencing site-based
MAH awareness training delivered

at Spadeadam in Cumbria, UK, we
have adopted use of VR technology

to supplement this experience.

The programme uses the latest VR
gaming technology to create an immersive
3D environment.

The VR sets have been deployed on rotation
across our North Sea operated assets and
also our onshore locations. This approach
allows us to continue to raise awareness
of MAH potential across our organisation
and we are looking into how to take the
technology across our global operations.

Harbour Energy plc
Annual Report & Accounts 2021
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ESG review continued

Environment

Committed to addressing the environmental impact  Task Force on Climate-related

Financial Disclosures (TCFD)

of our operations and playing a role in the transition |, compliance with Listing Rule 9.8.6(8),

to a | OWer ca I’b on econo my our climate-related financial disclosures,
which are partially consistent with the TCFD

Recommendations and Recommended
Disclosures published in June 2017, are
1 7 summarised herein. Where our disclosures are
kg C D ) e / b oe not consistent with TCFD Recommendations
GHG intensity (including offsets) and Recommended Disclosures, the reasons
for this and steps we are taking are set out
in our ESG Report.

Scope 16& 2 emissions MtCO e

Zero

. . TCFD recommendations are embedded
Environmental fines

in our business practices and discussed
throughout this report. Our ESG Report is

1.6

(2020: 1.0)

2 2 4 MGJ aligned to the Global Reporting Initiative (GRI),
u the Sustainability Accounting Standards Board
Energy used (2020: 13.8) (SASB) and TCFD. It provides additional details

M North Sea 1.0 [ International 0.6 on our 2021 environmental performance and,

for ease of reference, includes a full TCFD index.

TCFD overview Disclosure level: Full Partial () Omitted

Recommendation R ded discl and discl e level Reference Summary of progress

Governance a) Describe the Board'’s oversight of @  Annual Report = Anew Board of Directors along with four sub-committees
Disclose the organisation’s climate-related risks and opportunities Governance: P56 were established in 2021, and have endorsed our Net Zero

Audit and Risk Committee 2035 goal

report: P66 . . . - .
HSES Committee report: P72 m The Board, and its HSES and Audit and Risk sub-committees,

governance around
climate-related risks b) Describe management's role in assessing @

and opportunities and managing climate-related risks and regularly review and evaluate risks, opportunities and impacts
opportunities ESG Report related to climate change and our path to Net Zero 2035
Governance: P33 = Management executes our strategy, monitors our
Environment: P17 climate-related performance, and reports to the Board on our

progress against targets

Strategy a) Describe the climate-related risks and ©  Annual Report = We face a broad range of climate-related risks. These include
Disclose the actual and opportunities the organisation has identified How we create value: P12 transitional risks such as shifts in demand for fossil fuels,
potential impacts of over the short, medium and long term Risk management: P44 reputational, legal and technological risks, as well as physical
climate-related risks and risks such as extreme weather events and long-term sea-level

. . . . ESG Report . . .
opportunities on the h) Describe the impact of climate-related risks @ Environment: P17 rises. These are all monitored and evaluated when developing
organisation’s businesses, and opportunities on the organisation’s and reviewing our overall strategic direction and targets
strategy and financial businesses, strategy, and financial planning The energy transiti_on al_so pre;eqts opportunities to Harbour
planning where such - . — Energy. We are actively investing in both hydrogen and
information is material c) Describe the resilience of the organisation’s O Carbon Capture and Storage (CCS)

strategy, taking into consideration different m We use different financial scenarios that embed various
climate-related scenarios, includinga 2°C aspects, including carbon costs and commodity prices,
or lower scenario into our strategic planning. We are developing models to

integrate climate scenarios into our existing scenario analysis

Risk management a) Describe the organisation’s processes for @ Annual Report m All areas of the business are subject to regular risk
Disclose how the identifying and assessing climate-related risks Risk management: P44 identification, assessment and review. These reviews
organisation identifies, Principal risks: P48 include both transitional and physical climate-related risks
I el e b] Describe the organisation’s processes ()] = In 2021 we introduced a new principal risk relating

ESG Report

climate-related risks for managing climate-related risks Environment: PT7

to climate change, energy transition and Net Zero
m Climate-related risks are considered and managed within
c] Describe how processes for identifying, o Harbour’s risk management framework

assessing, and managing climate-related

risks are integrated into the organisation’s

overall risk management

Metrics and targets a) Disclose the metrics used by the () ESG Report m We use and disclose a wide range of climate-related metrics
Disclose the metrics and organisation to assess climate-related Environment: P17 in order to manage the business and our risks
targets used to assess risks and opportunities in line with its Data sheet = We have provided details of Scope 1 and 2 emissions for our
and manage relevant strategy and risk management process own operations, and for the equity share of our investments
climate-related risks and m We have started to gather emissions data from our upstream
opportunities where such h) Disclose Scope 1, Scope 2, and, if (D) supply chain to help us understand, quantify and, in future,
information is material appropriate, Scope 3 greenhouse gas disclose a broader range of Scope 3 emissions
(GHG) emissions, and the related risks m Harbour sets annual emission reduction targets that support
our goals of zero routine flaring by 2030 and Net Zero by 2035
c) Describe the targets used by the organisation @ m Disclosure of our climate-related targets, that enable us to
to manage climate-related risks and track progress toward our zero routine flaring and Net Zero
opportunities and performance against targets goals, is under consideration

32 Harbour Energy plc
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Strategic report

Our approach

We are continually taking steps and making
investments to reduce our emissions and
environmental impacts, and are committed
to playing a role in the responsible transition
to a lower carbon economy.

Regarding GHG emissions, we are targeting
Net Zero by 2035. As an independent

oil and gas company, we focus on Scope 1
and 2 emissions across our portfolio,
including those from both our operated and
non-operated assets. Our approach towards
this goal is, first and foremost, to reduce
our own emissions through operational
efficiencies and modifications. We also
explore opportunities for step-changes in
our emissions profile through projects like
offshore electrification and CCS, we embed
a cost of carbon in all decision-making,

we increasingly offset our hard-to-abate
emissions, and we aim to measure and
report in line with best practice.

We set annual targets for GHG emissions

- which are included in incentive pay
outcomes - and related to the acquisition
of offsets. We also have an incentive in
our main debt facility, providing us with an
opportunity for lower financing costs should
certain emissions reduction targets be
met in the future. In addition, we are a
signatory of the World Bank Zero Routine
Flaring (2030) protocol.

In other areas of environmental performance
such as water usage, spill prevention and
waste, we have policies and procedures
in place to ensure we design, operate and
maintain our facilities in line with best practice
in order to minimise our environmental
footprint. We ensure a strong spill response
capability and a systematic approach

to emergency preparedness and crisis
management. We measure and track our
performance using a broad set of metrics.

Our progress is monitored regularly by our
Leadership Team as well as the Board’s
HSES Committee.

2021 performance

In 2021, our total Scope 1 and 2 GHG
emissions from our operated assets increased
to 1.6 million tonnes of CO,¢ as a result of the
Merger and the higher level of drilling across
the portfolio following lower activity during 2020
as a result of the pandemic. Our operations in
the UK were responsible for over 60 per cent
of the emissions with the remainder coming
from Norway and our International assets.

The primary sources of our emissions are
associated with the combustion of fuels.
The majority (94 per cent) of our emissions
are from CO,, with smaller amounts
associated with CH, and N,0.

Our emissions in 2021 were 6 per cent
lower than our target. The improvement was
a result of plant efficiency gains and also
lower production related to the delayed
start-up of the Tolmount project in the UK.

We identify emissions reduction opportunities
through our Environmental Hopper process
and screen them based on emissions impact,
feasibility and cost. In 2021 we implemented
projects that result in annual emissions
reductions of 56k tonnes CO_e.

During the year we continued to assess
the viability of offshore electrification of
our Central North Sea assets in the UK.
While capital-intensive and commercially
challenging, implementation would have a
material impact on our emissions and could
be viable with government support. We are
assessing the project against a wide range
of future costs for CO,, as we do in all
investment decision-making. We aim to
conclude the analysis during 2022.

We also progressed our efforts to mature
two CCS projects in the UK: V Net Zero and
Acorn. Both projects have the potential to
capture and store material amounts of CO,,
with our operated V Net Zero project utilising
existing Harbour pipeline infrastructure and
targeting storage in offshore fields for which
we secured the required licences during
2021. The two projects are aligned with the
UK Government’s Net Zero ambition and are
active in the process to potentially secure
government financial support.

We recently secured our first carbon offsets,
totalling 1.2 million tonnes, certified to
international standards. The offsets are
mostly associated with forestry conservation
and landfill gas capture. Of the offsets
acquired, 0.4 million tonnes have been
applied against our 2021 emissions,
offsetting more than 25 per cent of our
annual emissions and reducing our GHG
intensity from 23 kgCO,e/boe to 17 kgCO,e/
boe. We plan to use the remaining offsets
in future years.

In other areas of environmental performance,
we discharged 2.1 million tonnes of treated
produced water from our own operations.
The average amount of oil in produced water

PRINCIPAL RISKS
P48

®)

was 17.8 parts per million by weight. We
recorded 28 hydrocarbon spills during the
year, releasing a total of 0.9 tonnes to the
environment. We also recorded 19 chemical
spills, releasing a total of 27 tonnes, 80 per
cent of which was attributable to a single
event involving the unplanned release of
20.7 tonnes of water-based cooling medium.
Waste volumes - mainly resulting from our
drilling, production and decommissioning
activities - fell during the year to 25k tonnes.

Looking forward

Harbour aims to grow and diversify its
business by investing in our existing assets
and through further M&A. As a result, we
expect our absolute emissions over the
near to mid term will likely grow along with
the business. However, we aim for our
emissions intensity to improve and to reach
Net Zero by 2035, through a combination
of activities including;:

m Increasing plant efficiency and further
reductions in flaring and venting

m Implementing sanctioned and new
emissions reduction projects

m Including the cost of carbon in all
investments and screening M&A
candidates for GHG intensity

m Continuing to progress our CCS projects
to determine their technical and
commercial viability

m The acquisition of high quality carbon offsets

We will also continue to monitor progress
against all environmental aspects at both
our Leadership Team and the Board’s
HSES Committee.

With respect to priorities to further develop
our TCFD practices, during 2022 we will
advance our efforts in the following areas:

m The collection, measurement,
understanding and reporting of our
value chain (Scope 3) emissions

m Incorporating climate-related scenarios
alongside our financial scenarios in our
strategic planning

m Disclosure of forward-looking targets
of key climate-related metrics

FIND OUT MORE ONLINE
In our ESG Report at:
harbourenergy.com/sustainability

Harbour Energy plc
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ESG review continued

Social

Proud of our role in generating shared value
and our governance structure.

$3.67bn

Economic value generated
by Harbour Energy*

$2.096n

Economic value distributed
by Harbour Energy

36%

Of our Board members are women

3569

Of our Leadership Team and
their direct reports are women

44

Staff training and
development hours

Gender balance All employees

W Male 76% M Female 24%

FIND OUT MORE ONLINE
In our ESG Report at:
harbourenergy.com/sustainability

1 Including jobs and employment.
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Our approach

Building, shaping and developing our
culture, our people and new organisational
structure are key to our success. Following
completion of the Merger, we are focusing
on creating an equal, inclusive, diverse
and collaborative environment. Engaging,
developing, retaining and rewarding our
employees is a priority for us, and our
commitment to building a diverse and
inclusive environment is foundational

to our core values.

2021 performance

Community, value generation and distribution
In 2021 we distributed $2.09 billion in

the form of operating costs, payments to
suppliers and contractors, royalties, wages,
tax payments and community investments.

Diversity, equity and inclusion

At Harbour, we work hard to create a
culture where everyone can thrive and
succeed. Our commitment to building

a diverse, equitable and inclusive
environment is foundational to our values
and is underpinned by our People and
Diversity, Equity and Inclusion Policies.

Vietnam: Sports, Social and Charity Committee

Our team in Vietnam co-ordinates and
oversees a range of diverse activities in
the local community. Their aims are to:

= Provide engagement, support and
activities related to our ESG goals

= Promote physical and mental
health for staff (sports activities/
challenges, #workfromhome
platform etc)

m Work hard, play harder - organise
events which help to strengthen
team spirit

Some of the projects we supported
in 2021 include:

m Heartbeat Vietnam, which has given
7,804 children to date a second chance
atlife

m Christine Noble Children’s Foundation’s
educational and healthcare centre for
disadvantaged and disabled children

m Chevening Vietnam’s career mentoring
programme for university students

m GAIA Nature Conservation, empowering
and pioneering the implementation
of solutions to conserve nature and
protect the environment



Strategic report

We give full and fair consideration to all
applications for employment by disabled
persons, having regard for their particular
aptitudes and abilities. We strive to
provide continued employment and
arrange appropriate training for members
of our workforce who become disabled
whilst employed by us. We provide
training, career development and
promotion of disabled employees.

Employee engagement and practices
Engagement with our workforce is key

to our future success and is a valuable
means of identifying employee concerns.
In 2021, our employee engagement efforts
centred on the integration of the merged
companies to create Harbour. Throughout
the Merger process, we engaged with
employees on organisational change.
We built on the existing staff forum
structures from our legacy companies to
ensure employee input into the design
of the organisation and the subsequent
integration process, and we created a
new Global Staff Forum to enable direct
engagement between representatives

of our own global employee base, our
CEO and other members of the Board.

Looking forward

Harbour will continue to aim to create
maximum value for our stakeholders. We are
proud that much of the value we create is
distributed throughout our host countries
and local communities, and directly supports
long-term socio-economic development. We
are working to build a diverse and inclusive
working environment where everyone is
accepted and there are equal opportunities
and fair pay for all employees.

Governance

CORPORATE GOVERNANCE REPORT
P62

o)

Our Board is collectively responsible for the governance
of Harbour Energy on behalf of shareholders.

FIND OUI MORE ONLINE

harbourenergy.com/policies

1)

Our approach

Harbour is committed to conducting its
activities to the highest ethical standards
and in compliance with all applicable laws
and regulations. This is consistent with our
core values, is critical in maintaining the
trust of our stakeholders and underpins
both our current and future success.

We have a comprehensive risk governance
framework that extends from the Board of
Directors, through executive and senior
management, to the working levels within
each of our businesses.

2021 performance
We formed a new Board of Directors for Harbour
and established four Board Committees:

m The Health, Safety, Environment and
Security (HSES) Committee

m The Audit and Risk Committee

= The Remuneration Committee

m The Nomination Committee

The Committees and the Board approved
nine new Group-level policies including
HSES, Risk Management and Tax.

We took steps to further develop our ethics
and compliance programmes through:

m Preparing for the launch of a new Global
Code of Conduct and core values

m Engagement with key contractors on
modern slavery and worker-welfare risks

m Participation in working groups, task forces
and consultations on public policy and
legislation in countries in which we operate

m Partnered with key members of our
supply chain on climate change, worker
protection and human rights

In 2021 there were:

m No significant fines or non-monetary
sanctions for legal or regulatory breaches

= No legal actions relating to business ethics,
corruption or anti-competitive behaviour

m No reported violations of our Human
Rights Statement, nor any incidents
of human rights abuses

m No alleged incidents of discrimination
reported across our operations

m No security-related incidents with
human rights implications

m No operations that presented risks to
workers’ rights

m No significant negative human rights
or labour rights impacts identified in
our supply chain

Looking forward

Harbour will continue to aim to meet best
practices in the area of corporate governance.
We will launch our new Code of Conduct
and will roll it out across the organisation

in 2022. In addition, we will continue to
mature our efforts to ensure compliance
related to all of our policies and standards.

Harbour Energy plc
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Our Leadership Team

Leading the way
through our expertise

Linda Z. Cook Chief Executive Officer

The objectives of the Leadership Team include
implementing Harbour’s strategy and delivering
business performance safely and responsibly,
enabling the Group to play a significant role in
meeting the world’s energy needs.

Prior to being named CEO, Linda was Chairman of
the Board of Chrysaor Holdings Ltd, and a member
of the Investment and Executive Committees of
EIG, positions she held since 2014.

She retired from Royal Dutch Shell plc in 2010,
at which time she was a member of the Board
of Directors and the Executive Committee.

Bob Fennell EVP North Sea

During her 29 years with Shell, she held positions
including CEO of Shell Gas and Power (London);
CEO of Shell Canada Limited (Calgary); Executive
Vice President Strategy and Finance for Global
Exploration and Production (The Hague);

and various US exploration and production
management, operational and engjneering roles.

Alexander Krane Chief Financial Officer

Alexander has over 20 years of experience in
various accounting, controlling and executive
roles in the energy industry.

Before becoming Investment Director at Aker ASA
in 2019, Alexander was CFO of Aker BP/Det
Norske Oljeselskap, where he was responsible

for all financial functions, strategy and M&A.
Prior to joining Harbour in 2021, Alexander was &y

Investment Director at Aker ASA where he was
responsible for all oil and gas investments.

Bob has over 35 years of industry experience,
including 16 years running operations at a
senior level.

During his career he has worked in the majority
of oil and gas basins around the world, including
in Norway, Yemen and Canada, working for BP,
Elf, Transocean and Nexen.

Glenn Brown EVP Subsurface and Portfolio

He is Co-Chair of Step Change in Safety and
a member of Offshore Energies UK Board.

Stuart Wheaton EVP International

Stuart has over 30 years of industry experience
focused on field development planning, project
delivery, operations and upstream leadership.
His career started in Exxon as a reservoir
engineer in the North Sea.

Glenn has over 30 years’ industry experience.
Prior to joining Harbour he was EVP Subsurface
and Portfolio at Chrysaor where he was
responsible for the subsurface function and
value creation through resource maturation.
Other past roles include Operations Coordination
Manager at the UK regulator, the Oil and Gas

Harbour Energy plc
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Authority (now called North Sea Transition
Authority), with a focus on promoting resource
development, wells and projects performance
in the UK Continental Shelf.

Before joining the OGA (NSTA), Glenn was Vice
President and Head of Subsurface for Maersk

Qil in Copenhagen.

Later roles at Exxon, and then at Lasmo,
Cairn Energy and Tullow Qil, have provided
wide-ranging experience in both onshore
and offshore environments.
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Gill Riggs Chief Human Resources Officer

Prior to joining Harbour, Gill was the Vice Middle East (South Africa), General Manager HR,
President Human Resources, Global Upstream Gas & Midstream (US), General Manager HR,
for Chevron based in the US. During her 20-year Technology & Services (US) and General

career with Chevron, Gill held increasing roles Manager HR, Upstream Asia Pacific (Singapore).

of responsibility in human resources including
Regional HR Manager, Middle East and East
Africa (UAE), Regional HR Manager, Africa &

Howard Landes General Counsel / Legal

Prior to joining Harbour, Howard was General Howard trained and qualified at the international
Counsel at Chrysaor. law firm, Clifford Chance.

His experience includes more than 10 years
at BG Group where he led a team of lawyers
responsible for the group’s corporate and M&A
matters globally.

-

Steve Cox EVP HSES and Global Services

Prior to joining Harbour, Steve was EVP Non Having worked in the industry for over 25 years,

Operated Ventures at Chrysaor where he was including at BG and Shell, Steve has gained

responsible for the Group’s non-operated assets. extensive experience in safety, project and asset
management, operational and functional
performance and partner engagement.

Alex Budden EVP Corporate Affairs

Alex joined Harbour in February 2022 after Alex specialises in strategic and corporate
10 years at Lundin Energy, Africa Oil and Africa communications, reputation management,
Energy. He was also a Director of the Lundin stakeholder engagement and government

Foundation. Before his career in the oil and gas and security relations.
sector, he served for 21 years as a Diplomat
with the British Government.

Stuart Cooper EVP Strategy, Commercial and Business Development

Stuart has worked in upstream oil and gas for East, North Africa and Canada, with companies
over 25 years, focusing on business development, including Total, Petro-Canada/Suncor, TAQA
commercial activities and mergers and and DONG/INEOS. Stuart started his career

acquisitions. This has taken him all over the world  as a corporate lawyer.
from Scotland to Venezuela, Europe, the Middle

Andrew Osborne Special Projects

Prior to joining Harbour, Andrew was Chief Financial ~ He has worked on a significant number of
Officer at Chrysaor. oil and gas transactions for both public and

rivate companies.
Prior to Chrysaor he had over 20 years’ capital - .

markets experience in investment banking, latterly
as a Managing Director responsible for Merrill
Lynch’s Natural Resources Equity Capital Markets
and Broking business.
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Financial review

/A

Conservative financial
risk management policy

As an oil and gas company, we believe in

a conservative approach to managing the
balance sheet, ensuring we have access to
liquidity through the cycle. This is supported
by a regular and disciplined hedging
programme and prudent capital allocation.,

Capital allocation priorities

We are generating strong, predictable operating cash flows which, together with our
robust balance sheet, provide us with optionality over how we allocate our capital.
When it comes to capital allocation we try to balance three equally important priorities:

L
Safeguard

balance
sheet

u Target leverage of less
than 1.5x across the
commodity price cycle

= Ensure significant
liquidity

= Disciplined hedging
programme

2 3

Ensure a robust Shareholder
and diverse returns
portfolio

= Focused investment
to underpin cash
generation

m Pay a dividend of
$200 million per
annum from free cash

» Establish at least one flow through the cycle

material production
base outside the UK

m Target reserves life
of ¢.8—12 years

= Aim to deliver both
growth and yield to
shareholders

$678m

Free cash flow generation

$200m

Annual dividend announced

38

0.9x

Leverage ratio at year-end

$600m

Debut bond issuance completed

Harbour Energy plc
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We have executed
a transformational
transaction and
generated material
free cash flow while
retaining a robust
balance sheet, a
diversified capital
structure and
significant liquidity.

ALEXANDER KRANE
Chief Financial Officer

Harbour Energy plc
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Financial review continued

(5

We aim to deliver both growth
and yield to our shareholders.
We believe a commitment to
shareholder distributions is an
important part of our equity
story and will help to broaden
our investor base.

Premier legally acquired Chrysaor
through the issuance of shares.
The transaction completed on

31 March 2021, whereupon Premier
changed its name from Premier
Oil plc to Harbour Energy plc.

For accounting purposes, the
transaction constituted a reverse
acquisition of Premier by Chrysaor
in accordance with IFRS 3 Business
Combinations. As a result, Premier
is fully consolidated in the financial
statements with effect from 31 March
2021, and all results prior to this date
represent those of Chrysaor only.
For further detail, see note 14 to
the financial statements.

$879m

Increase in after tax profitability

§1,614m

Material operating cash flow

4[:] Harbour Energy plc

Annual Report & Accounts 2021

Commitment to
shareholder returns

We believe an initial distribution should be
affordable from free cash flow, sustainable
through the cycle and, at the same time,
meaningful and clearly defined.

For Harbour, we believe that an initial set

amount of $200 million per annum meets
these targets and strikes a good balance.

Proposed dividend timetable

We will review our dividend policy annually,
in the context of our capital allocation
priorities, and as we execute our strategy.
As a result, we may revise the dividend
level and/or supplement it through a
special dividend or share buybacks.

For 2021, a final dividend
of $100 million to be paid
in May 2022 post AGM and
shareholder approval

First interim dividend of
$100 million to be paid in
November 2022 following
Half Year Results; the final

Going forward, payments
will be made on the basis of
half interim and half final

dividend will be paid in 2023

Summary of financial results

Year ended Year ended
31 December 31 December
2021 2020
Production - kboepd 175 173
Revenue and other
income - $ million 3,618 2,438
Operating costs per boe
- $/boe 15.2 11.2
EBITDAX - $ million* 2,431 1,784
Pre-tax profit/(loss)
- $ million 315 (978)
Profit/(loss) after tax
- $ million 101 (778)
Earnings/(loss) per share
- $/share 0.1 1.1)
Capital expenditure
- $ million 709 556
Decommissioning spend
- $ million 226 142
Operating cash flow
- $ million 1,614 1,373
Free cash flow*
- $ million 678 562
Net debt* $ million
(net of unamortised fees) 2,147 1,414
Post-hedging realised prices:
Crude oil - $/boe 59 63
UK natural gas - p/therm 54 33
Singapore HSFO - $/mscf 11.7 N/A

1 Seethe Glossary on page 176 for the definition of
non-GAAP measures. Reconciliations between GAAP
and non-GAAP measures are provided within this
Financial review.

Harbour reported average production for 2021
of 175 kboepd (2020: 173 kboepd), which
includes nine months’ contribution from the

Premier business, with production split
between 55 per cent liquids (2020: 48 per
cent) and 45 per cent gas (2020: 52 per cent).

Harbour reported total revenue and other
income of $3,618 million (2020: $2,438
million). Revenue was higher than the prior
period primarily as a result of higher realised
gas prices on a post-hedge basis and an
increase in production volumes for both
liquids and gas, with a greater proportion
of liquids in 2021, in part due to the Merger.
Realised post-hedge crude prices were
broadly unchanged.

Production costs for the period were $15.2/
boe (2020: $11.2/boe). The increase

was primarily driven by additional planned
maintenance during extended summer
shutdowns deferred from 2020 as a result
of COVID-19. Unit production costs were
also impacted by unplanned outages, well
availability and natural decline, however, this
was broadly offset by production from new
wells. Additionally, production costs were
also impacted by the strengthening of Pound
Sterling against the US Dollar during the period.

EBITDAX amounted to $2,431 million (2020:

$1,784 million). The increase from 2020 was
due to higher revenue partially offset by higher
operating costs from the enlarged group.

Pre-tax profit was $315 million (2020:
loss $978 million). Post-tax profits were
$101 million (2020: loss $778 million).
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Earnings per share were $0.1 per share
compared to a loss of $1.1 per share for
2020. The increase in profit and earnings per
share are driven by higher revenue and lower
impairments offset by higher cost of sales
and exploration and evaluation expenses.

Capital and decommissioning expenditure in
the period amounted to $935 million (2020:
$698 million). Capital expenditure of $709
million (2020: $556 million) mainly consisted
of spending on operated assets in the J-Area
(Jasmine West Limb development, Talbot
appraisal, the Jade South and Dunnottar
exploration wells), Tolmount development
drilling and Everest LAD development well.
Non-operated capital expenditure included
drilling programmes at Beryl, Elgin Franklin
and Clair Ridge. Decommissioning spend of
$226 million (2020: $142 million) related
primarily to the Southern North Sea, Balmoral
and the non-operated asset Hewett.

Free cash flow for the period amounted
to $678 million (2020: $562 million).

As at 31 December 2021, net debt of
$2,147 million (2020: $1,414 million)
consisted of RBL senior debt, and a High
Yield Bond, less deferred amortised fees
and cash balances. The junior debt facility
of $400 million was repaid during the year.
The increase since the 2020 year-end is
mainly due to the drawdown on the RBL
facility prior to completion of the Merger

to fund the replacement of Premier’s debt.

Liquidity, being the amount undrawn
under the RBL facility plus cash balances,
was $1.6 billion at the end of the year.

Income statement

Year ended Year ended
31 December 31 December
2021 2020
$ million $ million
Revenue and other
income 3,618 2,438
- Crude 2,023 1,430
- Gas 1,264 805
- NGL 164 138
- Tariff income and
other revenue 28 41
- Other income 139 24
Pre-tax profit/(loss) 315 (978)
EBITDAX 2,431 1,784
Profit/(loss) after tax 101 (778)
Earnings/(loss) per share
- $/share 0.1 (1.1
Revenue

Revenue earned from hydrocarbon production
and tariff income amounted to $3,618 million
(2020: $2,438 million) after realised hedging
losses of $1,517 million (2020: $789 million

hedging gains). Some of our hydrocarbon
production is sold pursuant to fixed-price
contracts, as described on page 43 under
‘Derivative financial instruments’. The rest
is sold at market values, subject to standard
quality and basis adjustments.

Crude oil sales amounted to $2,023 million
(2020: $1,430 million), with a post-hedge
realised price of $59/boe (2020: $63/boe).
Gas revenue was $1,264 million (2020: $805
million) split between UK natural gas of $1,143
million (2020: $805 million) and International
of $121 million (2020: $nil). The post-hedge
realised price of UK natural gas was 54p/
therm (2020: 33p/therm) and Singapore HSFO
$11.7/mscf (2020: $nil). Condensate sales,
tariff income and other revenue amounted
to $192 million (2020: $179 million).

Other income amounted to $139 million (2020:
$24 million) and includes mark-to-market gains
on UK emissions derivatives of $51 million and
a receipt of $40 million from ConocoPhillips in
relation to an adjustment to consideration for
Chrysaor’s purchase of the ConocoPhillips UK
business in 2019.

Year ended Year ended
31 December 31 December
2021 2020
$ million $ million

Operating costs
Field operating costs* 1,003 731
Tariff income (27) (24)
Total 976 707
Field operating costs per
barrel ($ per barrel) 15.2 11.2

Depreciation, depletion and amortisation
(DD&A) (before impairment)

Depreciation of oil and

gas assets (cost of

operations only) 1,327 1,191
Depreciation of non-oil

and gas assets 42 29
Amortisation of

intangible assets 2 2
Total 1,371 1,222
DD&A before impairment

charges

$ per barrel 21.4 19.3

1 Includes mark to market gains on EUA emissions hedges
of $51 million included in Other revenue, excludes
non-cash depreciation on non-oil and gas assets.

Production costs

Production costs for the period were $15.2/
boe (2020: $11.2/boe). The increase

was primarily driven by additional planned
maintenance during extended summer
shutdowns deferred from 2020 as a result
of COVID-19. Unit production costs were
also impacted by unplanned outages, well
availability and natural decline, however, this
was broadly offset by production from new
wells. Additionally, production costs were

also impacted by the strengthening of Pound
Sterling against the US Dollar during the period.

The increase in the weighted average DD&A
rate from 2020 is due to higher DD&A charges
on right-of-use leased assets acquired as part
of the Merger.

EBITDAX

EBITDAX amounted to $2,431 million (2020:
$1,784 million) due to higher revenues
partially offset by higher operating costs as
a result of the higher commodity prices and
higher production.

Year ended Year ended
31 December 31 December
2021 2020
$ million $ million
Operating profit/(loss) 640 (687)
Exploration and
evaluation and
new ventures 50 13
Exploration costs
written-off 255 161
Depreciation, depletion
and amortisation 1,371 1,222
Impairment of property,
plant and equipment 117 644
Impairment of goodwill - 411
Provision for
onerous contract 2 19
Remeasurements - 1
EBITDAX 2,431 1,784

Exploration and evaluation expenditure
and new ventures

During the period the Group expensed
$255 million (2020: $161 million) for
exploration and appraisal activities. This
includes costs associated with the exit from
exploration acreage in Brazil and the Sea Lion
project in the Falkland Islands of $134 million
(2020: $nil). This also includes costs
associated with relinquishments of UK licences
and uncommercial drilling results on the UK
Dunnottar well and Norwegjan PL973 Jerv and
lider prospects of $121 million (2020: $161
million). In addition exploration and evaluation
expenditure and new ventures amount to $50
million (2020: $13 million), mainly related to
pre-development costs associated with UK
Carbon Capture and Storage projects and
corporate expenditure in Norway related to
regional seismic and time-writing costs.

Impairment and DD&A charges
Impairment charges for property, plant

and equipment pre-tax were $117 million
(2020: $644 million) driven primarily by
the cessation of production from the Millom
field in the East Irish Sea assets, and from
a single producing field in the UK North

Sea as a result of underlying reservoir
performance. There was no impairment of
goodwill (2020: $411 million). Depreciation

Harbour Energy plc
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unit expense was $21/boe (2020: $19/
boe) with the increase due to higher
DD&A charges on right-of-use leased
assets acquired as part of the Merger.

Net financing costs

Financing expenses totalled $375 million
(2020: $302 million), including $11.3 million
of interest expenses incurred on debt facilities
and legacy Chrysaor shareholder loan notes
(2020: $124 million). Also included are bank
and facility fees of $63 million (2020: $36
million), foreign exchange losses of $65 million
(2020: $40 million), lease interest of $22
million (2020: $7 million) and the unwinding
of the discount on provisions, primarily
associated with future decommissioning
obligations, of $78 million (2020: $88 million).

Finance income amounted to $49 million
(2020: $11 million), including gains on
derivatives of $15 million (2020: $nil), gains
of $10 million on foreign exchange forward
contracts (2020: $4 million) and a one-off
modification gain recognised on the
amendment of the RBL facility of $14 million.

Taxation

The tax expense for the year amounted to
$213 million (2020: credit $199 million), split
between a current tax expense of $192 million
(2020: $336 million), and a deferred tax
expense of $21 million (2020: credit $535
million) and representing an effective rate of
68 per cent (2020: 20 per cent). The increase
in the effective tax rate is predominantly driven
by higher non-deductible expenses in respect
of the Group’s exit from the Falklands

and Brazil which are non-recurring plus
unrecognised tax losses in relation to
corporate acquisition debt expenses.

Earnings and earnings per share

Profit after tax was $101 million (2020:
loss $778 million). The improved result for
2021 is primarily due to higher revenue
and other income in 2021, and lower
impairment charges on oil and gas assets
and goodwill. Earnings per share was
$0.1/share (2020: loss, $1.1/share).

Dividends

The Board is proposing a dividend of 11
cents per Ordinary Share to be paid in GBP
at the spot rate prevailing on the record
date. This dividend is subject to shareholder
approval at the AGM, to be held on 11 May
2022. If approved, the dividend will be paid
on 18 May 2022 to shareholders on the
register as of 8 April 2022. A dividend
re-investment plan (DRIP) is available to
shareholders who would prefer to invest
their dividend in the shares of the Company.
The last date to elect for the DRIP in respect
of this dividend is 26 April 2022.
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Statement of financial position

Year ended Year ended
31 December 31 December
2021 2020
$ million $ million
Total non-current assets,
excluding deferred taxes 10,273 8,193
Deferred taxes (note 8) 1,938 -
Total current assets 2,294 1,290
Total assets 14,505 9,483
Total equity (474) (1,068)
Total borrowings net of
transaction fees (note 21) (2,886) (2,182)
Total abandonment
provisions (note 20) (5,354) (4,197)
Deferred taxes (note 8) (187) (1,031)
Lease creditor (654) (141)
Other liabilities (4,950) (864)
Total liabilities (14,031) (8,415)
Net debt (note 27) (2,147) (1,414)
Assets

At 31 December 2021, total assets
amounted to $14,505 million (2020: $9,483
million), of which current assets were $2,294
million (2020: $1,290 million) and deferred
tax assets $1,938 million (2020: $nil).

The increase in total assets is mainly due
to the inclusion of Premier assets on
completion of the Merger which added total
assets of $5,204 million including property,
plant and equipment of $2,386 million,
exploration and evaluation assets of $597
million and deferred tax assets recognised
of $1,549 million. The Merger also added
goodwill of $339 million. Further information
related to the Merger is included in note 14
to the consolidated financial statements.

Capital investment is defined as additions
to property, plant and equipment, fixtures
and fittings and intangible exploration and
evaluation assets, excluding changes to
decommissioning assets.

Year ended Year ended

31 December 31 December
2021 2020
$ million $ million
Additions to oil and gas
assets (note 12) (464) (415)
Additions to fixtures and
fittings, office equipment
& IT software (notes 11
and 12) (35) (51)
Additions to exploration
and evaluation assets
(note 11) (210) (90)
Total capital investment (709) (556)
Movements in
working capital 42 (58)
Capitalised lease
payments 23 16
Cash capital expenditure
per the cash flow
statement (644) (598)

During the period, the Group incurred
capital investment of $709 million (2020:
$556 million). Capital expenditure mainly
consisted of spending on operated assets in
the J-Area (Jasmine West Limb development,
Talbot appraisal and Jade South and
Dunnottar exploration wells), Tolmount
development drilling and Everest LAD
development well. Non-operated capital
expenditure included drilling programmes
at Beryl, Elgin Franklin and Clair Ridge.

Liabilities

At 31 December 2021, total liabilities
amounted to $14,031 million (2020:
$8,415 million) including decommissioning
provisions of $5,354 million (2020: $4,197
million) and borrowings of $2,886 million
(2020: $2,182 million).

The increase in total liabilities is mainly due
to the inclusion of Premier’s liabilities of
$5,263 million on completion of the Merger,
drawdown on the RBL facility in order to fund
the replacement of Premier’s debt prior to
completion of the Merger and increased
hedging liabilities as a result of increased
commodity prices. The total liabilities included
from the Merger consisted mainly of
additional debt of $2,219 million which was
fully settled as part of completion, provisions
for decommissioning of $1,683 million and
right-of-use asset lease liabilities of $638
million. Further information is included in note
14 to the consolidated financial statements.

As at 31 December 2021, net debt of
$2,147 million (2020: $1,414 million)
consisted of RBL senior debt and an
unsecured bond, less deferred unamortised
fees and cash balances. The increase
since year-end 2020 is mainly due to the
drawdown on the RBL facility prior to
completion of the Merger to fund the
replacement of Premier’s debt. Debt is
stated net of the unamortised portion
of the issue costs and bank fees of
$136 million (2020: $73 million).

Equity and reserves

Total equity amounted to $474 million
(2020: $1,068 million) with changes

in 2021 reflecting the accounting for

the Merger as a reverse acquisition in
accordance with IFRS 3, Business
Combinations with the capital structure
(share capital and share premium) being a
continuation of the legal acquirer (Premier
Qil plc), whilst the remaining reserves reflect
the accounting acquirer (Chrysaor Holdings
Limited). The reduction in equity reflects the
negative fair value on the Group’s commodity
hedging programme at 31 December 2021
which is mainly accounted for through other
comprehensive income, within equity.
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Cash flow* Hedge position 2022 2023 2024 2025
Yearended  Year ended 0il
31 December 31 December
2021 2020 Volume hedged
$ million $ million (mmboe) 18.80 7.30 - -
Cash flow from operating Average price hedged
activities after tax 1,614 1,373 ($/bbl) 61.15 61.05 - -
Cash flow from investing
activities - capital UK G
investment (644) (598) as
Cash flow from investing Volume hedged
- . (mmboe) 25.37 23.00 8.33 1.55
activities - acquired on -
business combination 97 - Average priced
Cash flow from investing hedged (p/therm) 50.75 40.86 43.05 44.55
activities - other 24 5 X .

- 29 ®) At 31 December 2021, our financial
Operating cash flow after K R . .
investing activities 1,043 770 hedglng programme on commodlty der|vat|ve
Cash flow from financing instruments showed a pre-tax negative fair value
activities - net interest of $3,868 million (2020: positive fair value of
and lease payments (365) (208)  $142 million) included in other financial assets
Free cash flow 678 562 and liabilities, with no ineffectiveness charge
Cash and cash to the income statement.
equivalents 699 445

1 Table excludes financing activities related to debt
principal movements.

Net cash from operating activities after tax
amounted to $1,614 million (2020: $1,373
million) after accounting for tax payments of
$280 million (2020: $190 million) and working
capital movements of $607 million (2020:
$46 million). Cash flow used in investing
activities on capital expenditure was $644
million (2020: $598 million). Cash outflow
from financing activities (excluding movements
in debt principal) - interest and lease
payments was $365 million (2020: $208
million). Cash balances were $699 million
(2020: $445 million) at the end of the period.

Principal risks

There are no significant changes to
the headline principal risks from those
disclosed in the 2021 Interim results.
A full description of Harbour’s principal
risks can be found on pages 48 to 55.

Derivative financial instruments

We carry out hedging activity to manage
commodity price risk, to ensure we comply
with the requirements of the RBL facility
and to ensure there is sufficient funding
for future investments.

We have entered into a series of fixed-price
sales agreements and a financial hedging
programme for both oil and gas, consisting
of swap and option instruments. Our future
production volumes are hedged under the
physical and financial arrangements in
place at 31 December 2021. These are
set out in the following table. Hedges
realised to date are in respect of both
crude oil and natural gas.

Post balance sheet events

As announced on 2 February 2022, Phil Kirk
stepped down from his role as Executive
Director with effect from 28 February 2022.

The Group has assessed and will continue
to assess the implications of the events in
Ukraine. Currently there is considered to be
no material impact to the Group’s financial
performance or position.

The Company confirmed that the Directors
intend to submit a proposal to shareholders
at the Company’s forthcoming Annual
General Meeting for a general authority

to purchase the Company’s own Ordinary
Shares. The Directors believe that the Board
should be afforded the flexibility to be able
to buy back the Company’s shares when it
is in the best interests of shareholders to do
50 and will result in an increase in earnings
per share. The resolution will specify the
maximum number of shares that can be
acquired (approximately 15 per cent of the
issued Ordinary Share capital) and the
minimum and maximum prices at which they
may be bought. Any shares purchased under
the authority granted by the resolution will
either be cancelled or may be held as
treasury shares. In accordance with the
Listing Rules, a further announcement
would be made by the Company in the
event that the Directors intend to commence
a programme to repurchase shares.

Going concern

The Group monitors its capital position

and its liquidity risk regularly throughout the
year to ensure it has access to sufficient
funds to meet forecast cash requirements.
Cash forecasts are regularly produced based
on, inter alia, the Group’s latest life of field
production and expenditure forecasts,
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management’s best estimate of future
commaodity prices (based on recent forward
curves, adjusted for the Group’s hedging
programme) and the Group’s borrowing
facilities. During the year, the Group
extended the maturity of its RBL facility
from December 2025 to November 2027.

The Group’s base case going concern
assessment assumes: an oil price of $75/
bbl and $70/bbl and average NBP gas price
of 150p/therm and 100p/therm in 2022
and 2023, respectively; production in line
with approved asset plans and the ongoing
capital requirements of the Group will be
financed by existing RBL and High Yield
Bond financing arrangements.

In line with the principal risks, sensitivity
analyses have been prepared to reflect the
combined impact of reductions in crude
and UK natural gas prices of 20 per cent
and in the Group’s production of 10 per
cent throughout the going concern period,
which is the period up to June 2023.

In these combined downside scenarios
applied to the base case forecast, the
Group is forecasted to have sufficient
financial headroom and no covenant breach
throughout the going concern period.

Further, reverse stress tests have been
prepared reflecting further reductions in
commaodity price and production parameters,
prior to any mitigation strategies, to
determine at what levels each would need
to reach such that either lending covenants
are breached or financial liquidity headroom
runs out. The results of this reverse stress
test demonstrated the likelihood of the

fall in price and production parameters
required to cause a risk of funds shortfall
or covenant breaches is remote.

Taking the above into account the Board
was satisfied that for the going concern
period, the Group was able to maintain
adequate liquidity and no covenant
breaches occurred and therefore has
adopted a going concern basis for
preparing the financial statements.

Further associated details can be found
within the Viability Statement.

ALEXANDER KRANE
Chief Financial Officer
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Risk management

ALAN FERGUSON
Chair of the Audit and Risk Committee

We believe the effective
management of risk is critical
to successfully executing

our strategy.

The Company has a
comprehensive approach
to risk management, which
we believe leads to better
quality decision-making
and increases the likelihood
of achieving our strategic
objectives.

ALAN FERGUSON
Chair of the Audit and Risk Committee
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Risk management framework

The Company believes the effective
management of risk is critical to successfully
executing the strategy we defined in 2021,
including protecting our personnel, assets,
the communities where we operate and
with whom we interact, and our reputation.

The risk management framework in Harbour
is designed to determine the nature and
extent of risk that the Company is willing to
take to achieve its strategic objectives and
to provide an appropriate level of assurance
that any risks taken are appropriately
managed and that the system of internal
control is effective.

The framework comprises:

m A risk management process to enable
the business to identify, assess,
mitigate, monitor and communicate
the risks facing the business
(see ‘Risk management process’).

= An internal control system to enable
the business to manage risk (see
‘Internal control’).

m An assurance model to check that the
controls in place are appropriate and
effective (see ‘Reasonable assurance’).

The framework is designed to manage

and communicate, rather than eliminate, the
risk of failure to achieve business objectives
and can provide only reasonable, and not
absolute, assurance that the risks facing the
business are being appropriately managed.

Risk governance

The Board is responsible for determining
the nature and extent of the principal risks
the Company is willing to take to achieve its
long-term strategic objectives. The Board has
delegated monitoring of the management of
certain principal risks to Board Committees.
For example, the HSES Committee monitors
the management of HSES related risks. The
Board is also responsible for monitoring
the Company’s risk management framework
and for reviewing its effectiveness.

The Leadership Team instils the tone for the
risk management culture in the business
and is responsible for monitoring and
managing the most significant risks facing
the business, with individual members
responsible for ensuring risks that fall within
their business area are being appropriately
managed. The most significant management
risks are recorded in the Leadership Team
risk register.



Strategic report

Individual business managers own and
manage risk on a day to day basis, undertaking
business activities in compliance with the
governing company standards and procedures
which are developed and owned by
business functions.

Internal Audit and Risk Management
undertakes a risk-based audit programme
on behalf of the Board to assure the
effectiveness of risk mitigation activities.
The Group Risk Manager is responsible
for developing and maintaining the risk
management framework.

Risk management process

o)

P48

Risk management process

The Company faces various risks that

could result in events or circumstances
that might negatively impact the Company’s
business model, future performance,
liquidity and reputation. Not all of these
risks are wholly within the Company’s
control and the Company may be affected
by risks which have not yet manifested

or are not reasonably foreseeable.

For known risks facing the business, the
Company attempts to reduce the likelihood
and mitigate the impact of the risk to within
the level of risk appetite set by the Board.

PRINCIPAL RISKS

GOVERNANCE
P56

o)

According to the nature of the risk, the
Company may elect to accept or tolerate risk,
treat risk with mitigating actions, transfer risk
to third parties, or terminate risk by ceasing
certain activities. In particular, the Company
has a zero tolerance stance to fraud, bribery,
corruption and facilitation of tax evasion, and
ensures that health, safety, environmental
and security risks are managed to levels that
are as low as reasonably practicable.

This risk management process is illustrated
in the panel below.

The Company follows a methodical process to identify, assess, mitigate, monitor and communicate the risks which may prevent

it from achieving its strategic objectives.

Top-down
Oversight and monitoring by the Board

Communicate and consult
Risks and mitigation measures
are communicated through regular
business reviews, including Leadership

Team review of the risk register.

Monitor and review
Risks and risk mitigation
measures are monitored through
regular business reviews, audits
and other sources of assurance.
These reviews are used to
identify changes in the level
of the identified risks, to
identify emerging risks, and to
assess the effectiveness
of control measures.

Context

A

Risk mitigation

Depending on the nature of the risk, the

Company may elect to accept or tolerate
risk, treat risk with mitigating actions,

transfer risk to third parties, or terminate

risk by ceasing certain activities.

The strategic objectives
and risk appetite set by
the Board contribute to the
overall context.

Risk assessment
Risks are identified and analysed
throughout the business as part

of ongoing business reviews.

Risks are evaluated based on the
likelihood of the risk manifesting
and the impact of the risk
if it was to manifest.

@

Bottom-up

Ongoing identification, assessment and mitigation of risk across the business
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Risk management continued

Principal and emerging risks

During the year, the Board carried out an
assessment of the principal risks facing
the new Company and reviewed its appetite
to accept or tolerate each principal risk. In
deciding which risks are principal risks, the
Board considered the newly defined strategy
of the Company together with events or
circumstances that might threaten the
Company’s strategy and business model,
future performance, liquidity and reputation.
A description of the principal risks, together
with an overview of how each risk is being
managed, is provided on pages 48 to 55.
The Board also reviewed the emerging risks
facing the business and the procedures in
place to identify them. These procedures
take into account the most significant
management risks and independent
perspectives on the external environment.

Internal control

The internal controls of the Company comprise
the Company policies together with standards
and procedures designed to govern each
business activity. During 2021, the Company
commenced the integration of the legacy
company controls with the intention to
implement a single company business
management system during 2022.

Harbour Energy plc
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Reasonable assurance

The adequacy of the internal controls are
a function of their design and operating
effectiveness.

During the year, the Company adopted a
‘Three Line’ assurance model across the
newly enlarged business to provide senior
management and the Board with reasonable
assurance that the most significant risks
facing the business are being appropriately
managed and that the applicable controls
are effective.

The First Line is provided by business

line managers who are responsible for
designing and operating business controls.
Second Line assurance teams are in place
to monitor control effectiveness for certain
key risk areas, such as HSES, by conducting
a programme of audits agreed with senior
management. Significant findings from
these audits are reportable to management
and the Board. The Third Line is provided
by Internal Audit which undertakes a
programme of audits agreed by the Audit
and Risk Committee. Significant Internal
Audit findings are reported to the Audit
and Risk Committee which then monitors
the implementation of agreed actions.

To facilitate Board monitoring, the Company
has developed an assurance map that
sets out the sources of assurance in place
against each principal risk. In addition,
the Board and its Committees have
commenced a programme of management
led ‘deep dive’ presentations to support
understanding and alignment on specific
risk matters and to examine the levels of
assurance provided.

Monitoring and effectiveness of

the risk management framework

The Board is responsible for monitoring
the Company’s risk management framework
and for reviewing its effectiveness.

The review of the effectiveness of the
Company’s risk management and internal
control systems for 2021 has been carried
out by the Audit and Risk Committee on
behalf of the Board. The review considered
the design of the risk management
framework in place across Harbour, the
most significant risks to achieving the
Company'’s strategic objectives, how each
risk is being managed, Internal Audit
findings to date and the status of their
remediation. In conducting their review
the Committee received perspectives
and assurances from members of the
Leadership Team. The Board concluded
the risk management and internal control
systems are effective.

ALAN FERGUSON
Chair of the Audit and Risk Committee
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Viahility Statement

In accordance with the provisions of
the UK Corporate Governance Code,
the Board has assessed the prospects
and the viability of the Group over

a longer period than the 12 months
required by the ‘going concern’
provision. This assessment included
considering the principal risks faced
by the Group, relevant financial
forecasts and sensitivities, and the
availability of adequate funding.

Assessment period

The Board conducted this review for a
period of three years to 31 March 2025
(the Forecast Period), which was
selected for the following reasons:

m at least annually, the Board
considers the Group’s corporate
operating cycles, business plan
projections (the Projections)
and debt facility structures over
a three-year period;

m within the three-year period, liquid
commodity price forecasts are able
to be used in the forecast. Given the
lack of forward liquidity in oil and gas
markets after this initial three-year
period, we are reliant on our own
internal estimates of oil and gas
prices without reference to liquid
forward curves; and

m the Group is not currently committed
to any major capital expenditures
beyond the three-year period.

Review of financial forecasts
The Projections are based on:

Base case

m Production and expenditure forecasts
on an asset by asset basis, together
with a variety of portfolio management
opportunities which management could
undertake if required;

m assumed crude oil prices of $75/bbl in
2022, $70/bbl in 2023, and $65/bbl
(in real terms) thereafter and UK NBP gas
prices of 150p/therm in 2022, 100p/
therm in 2023 and 60p/therm (in real
terms) thereafter, adjusted for the Group’s
hedging programme; and

m the financial covenant tests associated
with the Group’s borrowing facilities.
Sensitivities have been run to reflect
different scenarios including, but
not limited to, changes in oil and gas
production rates and possible reductions
in commodity prices.

Sensitivity analyses

m In line with the principal risks, sensitivity
analyses have been prepared to reflect
the combined impact of reductions in
crude and UK natural gas prices of 20
per cent and in the Group’s production
of 10 per cent throughout the Viability
Statement period. In these combined
downside scenarios applied to the base
case forecast, the Group is forecasted
to have sufficient financial headroom
throughout the Viability Statement period.

Reverse stress tests

m Further, reverse stress tests have been
prepared reflecting further reductions
in commodity price and production
parameters, prior to any mitigation
strategies, to determine at what levels
each would need to reach such that
either lending covenants are breached
or financial liquidity headroom runs out.
The results of this reverse stress test
demonstrated the likelihood of the fall in
price and production parameters required
to cause a risk of covenant breaches
as remote.

Review of principal risks

The Group’s principal risks, as set out
in detail on pages 48 to 55, have been
considered over the period.

Under the Projections, the Group is
expected to have sufficient liquidity over
the Forecast Period and to be able to
operate within the requirements of the
financial covenants.

The Group has run downside scenarios,
where oil and gas prices are reduced

by 20 per cent throughout the Forecast
Period, and where total production
volumes are forecast to reduce by 10 per
cent. In the individual and combined
downside scenarios, the Group is forecast
to have sufficient liquidity and covenant
compliance headroom.

The potential impact of each of the Group’s
other principal risks on the viability of the
Group during the Forecast Period, should
that risk arise in its unmitigated form, has
been assessed. The Board has considered
the risk mitigation strategy as set out for
each of those risks and believes the
mitigation strategies are sufficient to reduce
the likelihood and impact of each risk such
that it would be unlikely to jeopardise the
Group’s viability during the Forecast Period.

Conclusion

The Directors’ assessment has been
made with reference to the Group’s
current position and prospects, the
Group’s strategy and availability of
funding, the Board'’s risk appetite and
the Group’s principal risks and how
these are managed, as detailed in the
Strategic Report. The Directors have also
considered the availability of actions
within their control in the event of
plausible negative scenarios occurring.
Therefore the Directors confirm that they
have a reasonable expectation that the
Group will continue to operate and meet
its liabilities, as they fall due, throughout
the Forecast Period.

Harbour Energy plc
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Principal risks

The principal risks
which may prevent the Company
achieving its strategic objectives

48

Strategic execution: failure to effectively implement the strategy

Risk description

How the risk is managed

The Company has defined a corporate strategy to create
value by continuing to build a global, diversified oil and

gas company focused on value creation, cash flow and
distributions. This is underpinned by four strategic pillars:
ensuring safe, reliable and environmentally responsible
operations; maintaining a high quality portfolio of reserves
and resources; leveraging our full cycle capability to diversify
and grow further; and ensuring financial strength through
the commodity price cycle.

There is a risk the Company may fail to effectively implement
this strategy. The Company may be unable to maintain
sufficient leadership and organisation capacity to effectively
manage and grow the business. Leadership may fail to
effectively communicate or create alignment internally,
leading to sub-optimal decision-making. The Company may
fail to identify or execute attractive M&A opportunities,

or may over-estimate the value of assets acquired. The
Company may be slow to respond to changes in the external
environment that may merit a change to any of the four
pillars of the strategy.

If implementation is ineffective, investors, creditors and
lending banks may lose confidence in the leadership of the
Company. Ultimately, the Company may fail to demonstrably
create value for shareholders and other stakeholders.

Harbour Energy plc
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m Corporate strategy clearly defined, approved by the Board and communicated
to the market

m Strategic execution progress reviewed regularly with the Board

m Senior executive team has a proven track record of delivering strategic growth,
including executing and integrating large scale M&A, with regular Board
assessment of performance

= New organisation designed and implemented to deliver the defined strategy

m Capital deployment, growth and financial metrics agreed with the Board and
feature prominently in incentive compensation

m Corporate model and M&A analyses evaluated across a range of scenarios

m Detailed due diligence of acquisition opportunities undertaken prior to agreeing
transaction terms

m Regular two-way communication between employees and senior leadership
to help build understanding and engagement

Link to strategic pillars
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Our strategic pillars

RISK MANAGEMENT
P44

GOVERNANCE
P56

o) o)

Ensure safe, reliable and
environmentally responsible
operations

Maintain a high quality
portfolio of reserves
and resources

Leverage our full cycle
capability to diversify
and grow further

through the commodity
price cycle

(a)

Health, safety and environment: risk of a major health, safety, environmental or physical security incident

Risk description

How the risk is managed

Ensure financial strength

The Company may face a major accident resulting in personal
injuries, physical property damage and/or environmental
impact. There is also a risk of a significant personal safety
or physical security incident arising from natural disaster,
pandemic, social unrest or other external cause.

In addition to the potential to cause personal injury or harm to
the environment, the production and financial performance of
the business may be significantly degraded. The business may

be subject to punitive fines and suffer damage to its reputation.

A serious incident could also undermine the Company’s ability
to execute its strategy.

m Strong safety leadership culture established with an emphasis on process safety
and, in particular, including a strong tone from the top with leadership support to
do the right thing

= Newly merged organisation designed and resourced to support health, safety,
environmental and physical security performance. Safety critical roles defined
by management and protected from re-organisational risk in order to maintain
a focus on safety

m Safety and environmental performance metrics agreed with Board and feature
prominently in business performance tracking and incentive compensation

m Company Major Accident Prevention Policy (CMAPP) and HSES Policy in place that
direct all Company activities, including contract work, supported by a defined
management system and an HSES strategy and plan with relevant training; Safety
Cases in place for all assets

m Active risk assessment process and management of change in place for
operated assets

m Experienced Board HSES Committee established to provide oversight and
challenge; direct engagement by Non-Executive Directors with operations managers

m HSES auditing and reporting in place with a focus on Major Accident Hazards
(MAH) and with regular reporting to the Board HSES Committee

m Performance monitoring in place including prompt and thorough investigation of
incidents, sharing of learnings across the organisation and adoption of learning
from third party incidents

m Crisis management and emergency response processes practised regularly

m COVID-19 pandemic response embedded including application of government advice

= Senior management commitment to HSES values demonstrated through visits
to operated facilities (subject to COVID-19 pandemic restrictions), participation in
global and regional safety events, an annual Global HSES Day to promote a safety
focus and emphasise its importance and an annual CEO Safety Award programme
to recognise outstanding performance

Link to strategic pillars
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Principal risks continued

Energy transition and Net Zero: failure to adapt the strategy and business model in the context of the
energy transition as oil and gas demand as well as investar, societal and regulatory expectations evolve

Risk description

How the risk is managed

The Company recognises the transition towards a lower
carbon economy will require many businesses to review
and reshape their business model.

The pace of the energy transition will impact both supply and
demand of oil and gas and this may increase the volatility of
future oil and gas prices. The demand for oil and gas may reduce
over time depending on the pace of deployment of alternative
energy technologies and shifts in consumer preference

for lower greenhouse gas emissions products. On the
supply side, the oil and gas sector may be subject to new
climate-change regulations or supply chain challenges that
increase costs and impact how we operate. For example higher
emitting assets may need to be decommissioned sooner than
currently expected. Reduced investment in the oil and gas sector
may reduce supply more quickly than demand, resulting in
periods of higher commodity prices. In the longer term, changes
in weather patterns and ocean currents and more frequent
extreme weather events may disrupt projects and operations.

Investor, societal and regulatory expectations regarding the
energy transition may evolve. The Company may lose some
sources of funding if it is unable to meet the expectations of
investors, creditors and lending banks regarding their energy
transition requirements. The Company may be subject to
negative NGO or shareholder activism which could affect its
reputation and societal ‘licence to operate’. The Company may
also face more demanding regulatory requirements. In the event
the Company is unable to operate an appropriate business
model and meet investor and societal expectations through the
energy transition, including successfully progressing towards
meeting its Net Zero 2035 goal, the strategy will be undermined,
and the long-term viability of the business may be in doubt.

Clear ESG strategy in place and owned by CEO and Board with a goal to achieve
Net Zero by 2035

Corporate strategy and business model reviewed with Board at least annually to ensure
it remains appropriate in light of energy transition scenarios and associated risks
Net Zero strategy and execution progress reviewed regularly with the Board and
the Board’s HSES Committee including related to emissions reduction, acquisition
of offsets, and involvement in CCS projects

Emissions reduction targets agreed with Board and feature prominently in incentive
compensation and incorporated into the main Reserve Based Lending debt facility
Environmental considerations embedded in decision-making and plans to ensure
delivery against Net Zero goal, including emissions reduction activities
Environmental considerations, including cost of carbon, incorporated into investment
decision-making processes, including for potential acquisitions

Impact of energy transition considered in the key judgements and estimates within the
financial statements and subject to ongoing monitoring

Processes established for meeting ESG reporting and other regulatory

reporting requirements, including independent verification

Link to strategic pillars
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Operational performance: failure to deliver competitive operational performance

Risk description

How the risk is managed

The Company may fail to achieve its strategic objective to
maintain reliable and responsible operations. As oil and

gas fields mature and facilities age, maintaining operational
performance becomes increasingly challenging. Geology,
reservoir and well performance are inherently uncertain

and so the quality and volume of produced oil and gas may
differ from forecast. As installed facilities and equipment
age, significant expenditure and outages may be required

to maintain operability and operations integrity. Adverse
political, social, security, weather, regulatory or other
external conditions could impact operational performance,
especially in the UK where the majority of the Company’s
operations are located. This may include continued travel
restrictions and quarantines due to the COVID-19 pandemic.
In addition, downstream infrastructure to transport produced
oil and gas to market may be interrupted.

Consequently, the Company may fail to meet production
expectations, maintain competitive operating costs and
meet contractual obligations, any of which may undermine
its financial strength and strategy.

Harbour Energy plc
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New organisation designed and resourced to manage existing operational activity

Production, operating cost. HSES and other operational performance metrics
agreed with the Board and feature prominently in business performance tracking
and incentive compensation

Procedures in place to govern production operations, including production forecasting
and reporting, preventative maintenance, and field and well performance monitoring

Material reinvestment in the assets maintained, including for maintenance
and development drilling, to support operational reliability and throughput

Inventory of future near-field drilling opportunities maintained to support production levels
Proactive oversight maintained of non-operated joint ventures
Use of new technology regularly explored to increase recovery and lower costs

Potential to contract with third parties for utilisation of our existing infrastructure
to enable further cost efficiency

Unit operating costs and other metrics benchmarked to identify opportunities
for performance improvement

Regular business performance reviews and reporting take place to monitor performance
Clear Delegation of Authority in place globally to support effective cost management

Link to strategic pillars
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Strategic report

Organisation and talent: failure to create and maintain a cohesive organisation with sufficient
capability and capacity following major acquisitions

Risk description

How the risk is managed

Following the completion of a material acquisition, the Company
may fail to embed a cohesive organisation in the form of

a consistent culture, aligned values and clear roles and
responsibilities. The Company may also fail to maintain sufficient
capability and capacity across all levels of the organisation.

A failure to embed a cohesive new organisation may result in
a lack of engagement, inertia or conflict among employees.
This may be heightened by the demands, uncertainty

and change imposed on the new organisation by the work
required to integrate the legacy businesses. Key employees
may leave, important capabilities may be lost, and the
Company may be unable to attract suitable new talent,
making it difficult to maintain sufficient capability and
capacity across all levels. The Company may lack sufficient
leadership bench strength to manage the business and
execute the strategy. Ultimately, a failure to manage this
risk may heighten safety risk, constrain performance and
impede strategic execution.

New organisation and compensation programme implemented with aligned terms
and conditions, a competitive reward package and designed to ensure sufficient
capability and capacity to deliver the defined strategy

Regular communication between employees and senior leadership to help build
understanding and engagement and supported by staff surveys to encourage feedback
Direct access by the Non-Executive Directors to senior management through
presentations to the Board and other meetings

Local and Global Staff Forums maintained including employee interactions with
senior management and the Board

Staff counselling and grievance arrangements in place

Experienced Head of Diversity, Equity and Inclusion appointed to drive an
inclusive environment

Experienced Integration Management Office established to oversee integration
efforts related to organisation, as well as systems, policies and processes
Further activities planned for 2022 include:

- Rollout of a culture and values programme with clear linkage to strategic objectives
- Implementation of a global staff performance management process aligned
to culture and values and with clear links to reward
- Design and rollout of a new talent development programme
- Implementation of common systems and processes across the Company
to enable a common ‘way of working’ and improve efficiency
- Consolidation of offices in the UK to enable co-locating of work teams

Link to strategic pillars

Capital programme and delivery: failure to define and deliver a capital programme that optimises value

Risk description

How the risk is managed

The Company undertakes capital projects and drilling
operations to explore for new resources, develop new
discoveries, and increase production from or extend
the life of existing producing assets.

Capital projects involve advanced engineering, extensive
procurement activities and complex construction work,
carried out under various contract packages at various
locations. The Company may face delays, supply chain
issues, cost overruns or unsatisfactory HSES performance
in executing capital projects. The Company may also
experience disruptive fiscal, regulatory, political, economic,
social, security and weather conditions, including continued
travel restrictions and quarantines due to the COVID-19
pandemic. In addition, geology and reservoir engineering
and well performance are inherently uncertain and so the
quality and volume of oil and gas produced from new
developments, and consequently the reserves added and
value created from the capital deployed, may differ from that
expected. The Company may fail to add oil and gas reserves
in a timely, profitable and safe manner leading to a decline
in reserves, production and revenue.

The Company is obliged to decommission assets at the
end of their useful life. The Company may fail to reliably
estimate the cost of future decommissioning spend
and may face incremental costs in connection with
decommissioning obligations.

New organisation designed and resourced to manage the capital programme

with experienced decommissioning team in place to execute the Company’s
decommissioning programme

Capital deployment and growth metrics agreed with Board and feature prominently

in business performance tracking and incentive compensation

Processes in place to support the maturation of resources into developed reserves
and ensure efficient deployment of capital

Rigorous technical and economic evaluation process in place with defined stage-gate
reviews and decisions

Independent assurance team established to assure governance of capital investment
activities, including decommissioning

Investment guidelines agreed with Board that standardise planning assumptions and
investment hurdles to ensure consistent evaluation of capital investment opportunities
Drilling and capital costs benchmarked to understand relative performance with
systematic lookbacks undertaken to assess and improve performance

Regular business performance reviews and reporting to monitor delivery

Annual lookback of capital programme undertaken to assess performance versus
budget and versus estimates of costs and volumes at the time of project approval;
learnings identified and shared

Independent review of the Company’s reserves and resources undertaken

Link to strategic pillars
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Principal risks continued

62

Access to capital: failure to ensure sufficient access to capital to implement the Company'’s strategy’

Risk description

How the risk is managed

The Company seeks to ensure financial strength through the
commaodity price cycle. In the event the Company is unable
to maintain sufficient access to capital, the Company may
be unable to sufficiently re-invest in its existing assets or
fund growth through capital investments and M&A as
targeted in the strategy. The Company may be unable to
service security or letter of credit obligations, including
those related to decommissioning obligations. Ultimately,

a failure to ensure sufficient access to capital would
directly undermine the implementation of the strategy.

m Robust financial framework and prudent capital allocation policy agreed with the
Board and rigorously implemented

m Diversified capital structure in place with low financing cost, including Reserve
Based Lending (RBL) facility and an unsecured bond issue during 2021. Annual
RBL redetermination programme undertaken to ensure available liquidity is known
for the forthcoming period

m Ongoing engagement with lead-syndicate banks in the RBL facility maintained to
ensure relationship remains strong

Disciplined hedging programmes in place to help manage exposure to commodity prices
(see also ‘Commodity price exposure’ risk below), interest rates and foreign exchange

m Corporate model in place to facilitate oversight of the Company’s financial position
across a range of commodity price scenarios

= Annual capital budgets set taking into account near term commodity prices and cash
flow expectations with spending levels stress-tested against adverse scenarios

m Insurance programmes in place to minimise the risk to the business
(see also ‘Third party reliance’ risk opposite)

Link to strategic pillars

Commodity price exposure: failure to manage the impact of commodity price fluctuations on the business

Risk description

How the risk is managed

Oil and gas prices have fluctuated significantly in recent
years, most recently due to the impact of the COVID-19
pandemic on demand, general economic uncertainty and
the consequences of recent Russian action in Ukraine.
The price of oil and gas is impacted by changes in global
and regional supply and demand, and expectations
regarding future supply and demand. Supply factors that
influence pricing include the pace of new oil and gas
developments, operational issues, natural disasters,
adverse weather events, political and security instability,
conflicts, and actions by major oil-exporting countries.
Demand factors that influence pricing include economic
conditions, climate change regulations and the pace of
transition to a low carbon economy. Consequently, it is
not possible to accurately predict future oil and gas
prices and prices may continue to remain volatile.

In order to safeguard its balance sheet, the Company

has set a strategijc intent to protect the business from
excessive volatility, ensure liquidity through the commodity
price cycle as well as to take advantage of market
movements (see risk description under ‘Access to capital’
above). A sustained decline in oil and gas prices could
undermine this strategy by reducing cash flow available

to fund growth and distributions and impairing access

to capital. In addition, excessive volatility in prices could
impede business planning and financial decision-making.

m Disciplined commodity price hedging programme in place aligned to risk appetite and
designed to underpin the financial framework, limit downside risk, comply with Reserve
Based Lending requirements and protect the value of acquired assets

m Carbon hedging is conducted to actively manage the Group exposure to carbon
pricing in the UK market, whilst ensuring regulatory requirements are met

m Strong control framework in place that covers full hedging life cycle and includes
monitoring activities to ensure the hedging programme is applied consistent with
risk appetite

Link to strategic pillars

1 Refer also to the Viability Statement for commentary on the prospects and the viability of the Group over the viability period including availability of adequate funding.
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Integration of acquired businesses: failure to properly integrate acquired businesses and realise

anticipated synergies in a timely manner

Risk description

How the risk is managed

Following the completion of an acquisition, the Company
may fail to manage the pace, scope and cost of integrating
the acquired business. Integration synergies may not be
realised in a timely manner, eroding investor confidence.
The demands, uncertainty and change imposed on the new
organisation by the integration work required may lead to
confusion, disengagement or resignations among employees.
The Company may be unable to establish a scalable
operating model to support the efficient integration of
further M&A that is targeted in the strategy.

Senior executive team has a proven track record of integrating large scale M&A

Experienced Integration Management Office established with clear governance
model, regular Board updates, and resourced with employees who are familiar with
the acquired businesses and have a proven track record of effective integration
Detailed integration plan developed with business and expert advisers, leveraging
experience gained from prior acquisitions

Enterprise Management System being implemented to ensure the Company
systems landscape is scalable to a growing business. Multidisciplinary project
team in place with project risks challenged via third party assurance model

Regular internal communications in place to maintain employee awareness and
engagement through to the completion of the integration process

Link to strategic pillars

Third party reliance: failure to adequately manage supply chain, joint venture and other partners,

and third party infrastructure owners

Risk description

How the risk is managed

The Company is reliant on a range of third parties to achieve

its strategic objective to ensure safe, reliable and responsible
operations, and to maintain a high quality portfolio of reserves
and resources. These third parties include suppliers of products
and services, joint venture (JV) partners, outsourced operators
who operate some of the Company’s assets on its behalf,
downstream infrastructure owners and trading counterparties.

The recent industry downturn and the ongoing effects of

the COVID-19 pandemic have led to financial distress and
consolidation across the sector and disrupted capacity and
capability. In addition, some third parties may be impacted

by sanctions arising as a result of recent Russian action in
Ukraine. Consequently the Company may be unable to readily
procure cost-effective products and services to operate existing
assets or undertake new capital projects. Financial distress
among existing suppliers or JV partners may increase the
likelihood of exposure to unsafe practices or non-compliance
on matters such as Anti-Bribery and Corruption or Human
Rights. JV partners may be unwilling or unable to meet funding
commitments or invest new capital. Poor performance or
damaged reputation of an outsourced operator or JV partner
may tarnish the Company’s reputation. In the event of
insolvency in a JV partner, the Company may be required

to cover their long-term asset commitments. In addition,
misalignment in objectives within a JV may lead to sub-optimal
decision-making and the ability of the Company to influence
this may be limited.

The Company is also reliant on third party infrastructure to
transport produced oil and gas to market, a significant portion
of which has been in operation for a number of years. A loss of

availability or access to downstream infrastructure could directly

impact production and revenue. In addition, new developments
are dependent on the Company agreeing acceptable
commercial terms with prospective downstream partners.

New partners and suppliers carefully assessed through due diligence and approval
processes, supported by additional security arrangements as required

Existing partners and suppliers regularly engaged to monitor performance and risk
exposure through proactive oversight and governance, enforcement of commercial
agreements and with a culture of collaborative working to create value

Formal budgeting and tendering processes in place to govern material spend with
partners and suppliers

Production monetisation routes in place for existing assets governed by contractual
agreements. Commercial assurance and contract risk forms part of decision gate
process for new developments

Insurance programmes in place include contingent Business Interruption insurance
for loss of revenue following loss or damage to third party facilities identified as
production bottlenecks

Link to strategic pillars

Harbour Energy plc
Annual Report & Accounts 2021

53



Pri

64

ncipal risks continued

Information and cyber security: failure to maintain safe, secure and reliable operations

Risk description

How the risk is managed

The Company may fail to implement sufficient information
security measures to ensure the confidentiality, integrity,
availability and regulatory compliance of Company
information. In particular, the risk of a cyber-attack
continues to increase due to a rising global threat, recent
Russian action in Ukraine, the visibility of Harbour as a
newly enlarged entity and the number of personnel
working remotely. The Company may fail to implement
adequate cyber security precautions in order to efficiently
prevent, identify or respond to such an attack.

A failure to manage this risk could result in heightened
safety or environmental risk exposure or interruption to
business operations which would undermine delivery of
the strategy. In addition, loss of commercially sensitive
information, regulatory fines and ransom demands
could damage the Company’s reputation.

m Experienced and fully resourced information and cyber security organisation
established with clear accountability across all locations

m Prioritised and budgeted work plan in place to transition legacy IT infrastructure
in a controlled manner as part of establishing a new Company IT infrastructure platform

m Defensive and preventative controls designed and implemented to an industry
standard that include independent testing and assurance mechanics to check
resilience and are subject to an annual Internal Audit. Business-led recovery measures
in place to maintain business continuity and limit any material impact of a cyber
security attack

m Continuous strengthening of controls related to information and cyber security
in line with the evolving threat landscape and regulatory requirements

Link to strategic pillars

Legal and regulatory compliance: failure to maintain and demonstrate effective legal and

regulatary compliance

Risk description

How the risk is managed

The Company, its employees and contractors are subject
to various laws and regulations governing conduct. These
laws and regulations cover a range of activities such as
fraud, bribery, corruption and facilitation of tax evasion.

A failure to maintain and demonstrate effective legal and
regulatory compliance could lead to compliance breaches
which could damage the Company’s reputation, erode its

values-based culture and result in financial consequences.

This could in turn lead to increased scrutiny from
regulators and undermine the Company’s strategy by
impeding its ability to motivate employees, conduct
business with partners and suppliers, and maintain
access to capital.

Harbour Energy plc
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m Zero tolerance stance set for fraud, bribery, corruption and facilitation of tax evasion
in any form that could be unlawful or otherwise undermine the legjtimate business
environment and damage the reputation of the Company

m Business principles, values and Company policies outlining Company expectations
communicated to all employees with relevant training. These include Board approved
policies covering Code of Conduct, Sustainability, Modern Slavery and Tax

m Governance structure established that complies with the UK Listing Rules (including
UK Corporate Governance Code), including the appointment of a Senior Independent
Director and a Relationship Agreement with EIG, the largest shareholder

m Enforcement of the Company’s Code of Conduct and the adequacy and security of the
whistleblowing procedure monitored by the Audit and Risk Committee

m Compliance monitoring and disciplinary arrangements maintained, including whistleblowing

m During 2022, the Company will move to a single, global compliance programme which
will improve efficiency and simplify approach

Link to strategic pillars




Strategic report

Host government political and fiscal risks: exposure to adverse or uncertain political, regulatory or
fiscal developments in countries where the Company operates or maintains interests

Risk description How the risk is managed
The Company operates or maintains interests in multiple m Constructive engagement maintained with relevant government and regulatory
countries including some where political, economic or stakeholders in the countries and regions where the Company does business

social transition is taking place or there are sovereignty
disputes. The political and security situation and the
regulatory and fiscal framework in any of these countries
may change and adverse changes could have an impact
on the operations, profitability and future investment m Active monitoring of the local political, fiscal, social and security situations in place
opportunities of the business. in regions where the Company does business or is proposing to enter

= Contribution to industry representation maintained on key industry issues

m Portfolio of interests maintained to diversify country risk exposure, including through
an aim to establish a material production base outside the UK

Consequences may include increases in the regulatory

) : ) : Link to strategic pillars
burden, increases in tax or loss of relief, retroactive tax

claims, price controls, limits on production or cost
recovery, import and export restrictions, other changes
in fiscal terms, cancellation of contract rights, and

expropriation of property. Such consequences would
undermine the Company’s financial position and, in
some cases, could put at risk our ability to successfully
implement the strategy.

The Strategic Report, which has been prepared in accordance with the requirements
of the Companies Act 2006, has been approved and signed on behalf of the Board.

LINDA Z. COOK
Chief Executive Officer
16 March 2022
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Chairman’s introduction

Harbour is a unigue |

nvestment

opportunity within the energy

sector. With a diverse, cash
generative producing portfolio
coupled with a number

of exciting development
opportunities and the financial
strength for further MGA,
your Board is excited about
the future of our Company.

R. BLAIR THOMAS
Chairman

Board activities

We aim to continue building a global,
diverse, independent oil and gas company.
We will achieve this by maximising value
from our existing portfolio, growing through
selective investments and disciplined
M&A, all whilst maintaining a robust
balance sheet and operating in a safe

and responsible manner.

Highlights

m Strategic scope set for Harbour Energy
m Capital allocation priorities agreed
m 2035 Net Zero strategy approved

Q P12
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Your Board is committed to the highest
standards of corporate governance.

The processes and procedures which
underpin the way we operate are designed
to ensure the right decisions are taken
at the right time and by the right people.
We have as