202500476205 - Redacted Returns

DECC 1 - ORIGINAL - 202500476205 - Email from Harbour to Cab Sec NZE on Job Loss Announcement

From: [Redacted - R.11(2)]<[Redacted - R.11(2)]@gov.scot>

Sent: 07 May 2025 15:31

To: Scott Barr <[Redacted - R.11(2)]@harbourenergy.com>; Cabinet Secretary for Net Zero and Energy
<cabsecfornze@gov.scot>

Cc: [Redacted - R.11(2)]<[Redacted - R.11(2)]@harbourenergy.com>; [Redacted - R.11(2)]< [Redacted -
R.11(2)]@harbourenergy.com>; [Redacted - R.11(2)]< [Redacted - R.11(2)]@gov.scot>; Susie Townend
<[Redacted - R.11(2)]@gov.scot>; [Redacted - R.11(2)]< [Redacted - R.11(2)]@gov.scot>; [Redacted - R.11(2)]<
[Redacted - R.11(2)]@gov.scot>; [Redacted - R.11(2)]< [Redacted - R.11(2)]@gov.scot>; [Redacted - R.11(2)]<
[Redacted - R.11(2)]@gov.scot>; [Redacted - R.11(2)]< [Redacted - R.11(2)]@gov.scot>; Emily Mackintosh
<[Redacted - R.11(2)]@gov.scot>

Subject: RE: Impact of UK Government Fiscal and Regulatory Policies on Harbour Energy’s UK Operations
and Workforce

Dear Scott,

Many thanks for sending this update through (and also to [Redacted - R.11(2)] for the call yesterday),
especially at what we appreciate will be a difficult time for all at the company.

On the assumption that this is what was intended, I’ve re-sent your message to Ms Martin’s address as
Scottish Government Cabinet Secretary for Net Zero and Energy (rather than MSP). Your request for a
meeting with the Cabinet Secretary is noted and we will respond as soon as possible.

Best regards,

[Redacted - R.11(2)]

[Redacted - R.11(2)]
Head of Energy Industries Transition Policy and Funding
Directorate for Energy and Climate Change | Scottish Government

Tel: [Redacted - R.11(2)]

From: [Redacted - R.11(2)] [Redacted - R.11(2)]@harbourenergy.com On Behalf Of Scott Barr

Sent: 07 May 2025 15:13

To: Gillian.Martin.msp@parliament.scot

Cc: [Redacted - R.11(2)]< [Redacted - R.11(2)]@harbourenergy.com>; [Redacted - R.11(2)]< [Redacted -
R.11(2)]@harbourenergy.com>; [Redacted - R.11(2)]< [Redacted - R.11(2)]@gov.scot>; [Redacted - R.11(2)]<
[Redacted - R.11(2)]@gov.scot>; Susie Townend <[Redacted - R.11(2)]@gov.scot>; [Redacted - R.11(2)]<
[Redacted - R.11(2)]@gov.scot>; [Redacted - R.11(2)]< [Redacted - R.11(2)]@gov.scot>

Subject: Impact of UK Government Fiscal and Regulatory Policies on Harbour Energy’s UK Operations and
Workforce



Dear Ms Martin,

I am writing to inform you of the difficult decisions Harbour Energy has been compelled to make regarding
our UK operations, as a direct consequence of the current fiscal and regulatory environment shaped by
current Labour government policy.

These decisions include a significant reduction in our UK onshore workforce, based in Aberdeen.
Please find attached a letter detailing this decision in more detail.

Harbour Energy remains committed to the UK and its energy future and look forward to working with you to
create a more supportive environment that enables continued investment, job retention, and energy
security.

Yours sincerely,

Scott Barr

Scott Barr
MD UK Business Unit

Harbour Energy

M: [Redacted - R.11(2)] E: [Redacted - R.11(2)]@harbourenergy.com

=m= Harbour
=mm ENnergy

Disclaimer

Harbour Energy plc, registered in Scotland with company number SC234781. Registered office: 4th Floor,
Saltire Court, 20 Castle Terrace, Edinburgh, EH1 2EN, Scotland.

The information in this email and any attachments are confidential and intended solely for the use of the
individuals or entities to whom the email is addressed. If you are not the intended recipient, please notify
the sender by telephone immediately and delete all copies of this email on your computer system.



Harbour Energy has taken reasonable precautions to ensure that this email and any attachments do not
contain software viruses but we cannot guarantee that they are virus-free and do not accept liability for any
damage sustained as a result of software viruses.



DECC 2 - ORIGINAL - 202500476205 - Letter from Harbour to Cab Sec NZE on Job Loss Announcement
—attachment to DECC 1

Harbour Energy H h
Upper Denburn House = ar DLII'
Prime Four Business Park = Energy

Kingswells Causeway, Kingswells
Aberdeen, AB15 8PU
+44 (0) 1224 618900

harbourenergy.com

7th May 2025

Gillian Martin MSP
Scottish Cabinet Secretary for Energy Security and Net Zero
The Scottish Parliament
Edinburgh
EH99 1SP
Impact of UK Government Fiscal and Regulatory Policies
on Harbour Energy’s UK Operations and Workforce

Dear Ms Martin,

| am writing to inform you of the difficult decisions Harbour Energy has been compelled to make regarding our
UK operations, as a direct consequence of the current fiscal and regulatory environment shaped by the current
Labour government’s policy.

These decisions include a significant reduction in our UK onshore workforce, based in Aberdeen. It will also
include staff working on our UK CCS projects which are part of the Government’s Track 2 process. We
undertake this review with deep regret but with a clear recognition of the realities we face.

As one of the largest operators in the UK North Sea, providing approximately 15% of the UK’s oil and gas
supply, Harbour Energy has long been committed to safe, responsible, and sustainable operations in the UK
Continental Shelf.

However, the ongoing punitive fiscal regime, notably the Energy Profits Levy (EPL), combined with regulatory
uncertainty and delays, particularly regarding Track 2 funding clarity, have created an untenable environment
for investment and growth.

UK Business Unit review

In response, we are undertaking a comprehensive review of our UK business to ensure its long-term
sustainability. This includes reducing our headcount by approximately 25% across our UK business unit,
equating to around 250 fewer onshore roles.

Our UK activity will, therefore, be entirely focused on protecting cash flow, targeting our economically
competitive projects. Additionally, we are also reviewing resources allocated to our UK CCS projects, namely
the Viking and Acorn projects, as we need to react responsibly without clear government commitment and
funding certainty through the Track 2 process.

These actions are part of a broader company-wide initiative to realise $0.5 billion in savings between 2025 and
2027, reflecting the need to manage costs amid commaodity price volatility and a challenging investment
climate.

It is important to underscore that these measures are not driven by a lack of commitment to the UK or its
energy security. On the contrary, Harbour Energy remains one of the UK’s largest oil and gas producers and is
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dedicated to maximising the value of our existing portfolio. However, the current fiscal and regulatory
framework has regrettably forced us to reduce activity and investment in the UK North Sea, with production
expected to plateau this year, and decline by 10-15% over the coming years. Capital investment will
increasingly be directed towards countries with more stable and attractive investment conditions.

We will conduct this workforce restructuring with fairness and transparency, prioritising voluntary redundancy
schemes and support for affected employees. Our intention is to maintain a constructive and collaborative
relationship with the government and other stakeholders as we navigate these challenges together.

Importance of the O&G sector and need for immediate removal of the EPL

The oil and gas sector remains a cornerstone of Scotland’s economy with almost half of all direct and indirect
employees based in Scotland and one in every 30 jobs in Scotland based in the sector.

The current fiscal and regulatory environment threatens our globally respected supply chain. Approximately
80% of supply chain revenue is still derived from oil and gas activities, and 90% of supply chain companies
believe growth depends on accessing markets abroad, according to the OEUK 20205 Supply Chain Report.

The premature and forced decline of the UKCS risks not only jobs and economic value but also critical skills
which will enable Scotland to lead the global energy transition. We believe that a balanced approach is
necessary, where oil and gas remain a vital part of the UK’s energy mix alongside renewables, ensuring energy
security and a just transition for workers.

To this end, we urge the government to reconsider the current fiscal regime, including the immediate removal
of the EPL and the establishment of a fair successor tax framework.

We would welcome a meeting with you and your team to discuss how we can sustain investment in North
Sea production, safeguard jobs, support the supply chain, and secure long-term tax revenues for the UK.

We remain committed to the UK and its energy future and look forward to working with you to create a more
supportive environment that enables continued investment, job retention, and energy security.
Yours sincerely,

[Redacted - R.11(2)]

Scott Barr
Managing Director, UK Business Unit



DECC 3 - ORIGINAL - 202500476205 - Email from Harbour to FM on Job Loss Announcement

[Redacted — not in scope]

From: [Redacted - R.11(2)] <[Redacted - R.11(2)]@parliament.scot> On Behalf Of Swinney J (John), MSP
Sent: 07 May 2025 16:02

To: First Minister <firstminister@gov.scot>

Subject: FW: Impact of UK Government Fiscal and Regulatory Policies on Harbour Energy’s UK Operations
and Workforce

[Redacted - R.11(2)]
Personal Assistant to John Swinney
First Minister of Scotland and Member of the Scottish Parliament for Perthshire North

T: [Redacted - R.11(2)] M: [Redacted - R.11(2)]

The Scottish Parliament
Parlamaid na h-Alba

The Scottish Parliament: Making a positive difference in the lives of the people of Scotland
Parlamaid na h-Alba: A’ toirt deagh bhuaidh air beatha sluagh na h-Alba

www.parliament.scot : facebook.com/scottishparliament : twitter.com/scotparl
The information in this email may be confidential. If you think you have received this email in error please
delete it and do not share its contents.

From: [Redacted - R.11(2)]< [Redacted - R.11(2)]@harbourenergy.com> On Behalf Of Scott Barr

Sent: 07 May 2025 15:15

To: Swinney J (John), MSP <John.Swinney.msp@parliament.scot>

Cc: [Redacted - R.11(2)]<[Redacted - R.11(2)]@harbourenergy.com>; [Redacted - R.11(2)]<[Redacted -
R.11(2)]@harbourenergy.com>; [Redacted - R.11(2)]@gov.scot; [Redacted - R.11(2)]@gov.scot

Subject: Impact of UK Government Fiscal and Regulatory Policies on Harbour Energy’s UK Operations and
Workforce

CAUTION: This e-mail originated from outside of The Scottish Parliament. Do not click links or open
attachments unless you recognise the sender and know the content is safe.

Dear Mr Swinney,

I am writing to inform you of the difficult decisions Harbour Energy has been compelled to make regarding
our UK operations, as a direct consequence of the current fiscal and regulatory environment shaped by
current Labour government policy.

These decisions include a significant reduction in our UK onshore workforce, based in Aberdeen.

Please find attached a letter detailing this decision in more detail.


http://www.parliament.scot/
http://facebook.com/scottishparliament
http://twitter.com/ScotParl

Harbour Energy remains committed to the UK and its energy future and look forward to working with you to
create a more supportive environment that enables continued investment, job retention, and energy
security.

Yours sincerely,
Scott Barr

Scott Barr

MD UK Business Unit
Harbour Energy

M: [Redacted - R.11(2)]E: [Redacted - R.11(2)]@harbourenergy.com

=m= Harbour
=mm ENnergy

Disclaimer

Harbour Energy plc, registered in Scotland with company number SC234781. Registered office: 4th Floor,
Saltire Court, 20 Castle Terrace, Edinburgh, EH1 2EN, Scotland.

The information in this email and any attachments are confidential and intended solely for the use of the
individuals or entities to whom the email is addressed. If you are not the intended recipient, please notify
the sender by telephone immediately and delete all copies of this email on your computer system.

Harbour Energy has taken reasonable precautions to ensure that this email and any attachments do not
contain software viruses but we cannot guarantee that they are virus-free and do not accept liability for any
damage sustained as a result of software viruses.
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The Scottish Parliament: Making a positive difference to the lives of the people of Scotland
Parlamaid na h-Alba: A’ toirt deagh bhuaidh air beatha sluagh na h-Alba

www.parliament.scot : facebook.com/scottishparliament : twitter.com/scotparl

The information in this email may be confidential. If you think you have received this email in error please
delete it and do not share its contents.
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DECC 4 - ORIGINAL - 202500476205 - Letter from Harbour to FM on Job Loss Announcement —
attachmentto DECC 3

Harbour Energy H h
Upper Denburn House = ar DLII'
Prime Four Business Park = Energy

Kingswells Causeway, Kingswells
Aberdeen, AB15 8PU
+44 (0) 1224 618900

harbourenergy.com

7th May 2025

John Swinney MSP

First Minister for Scotland
The Scottish Parliament
Edinburgh

EH99 1SP

Impact of UK Government Fiscal and Regulatory Policies
on Harbour Energy’s UK Operations and Workforce

Dear Mr Swinney,

| am writing to inform you of the difficult decisions Harbour Energy has been compelled to make regarding our
UK operations, as a direct consequence of the current fiscal and regulatory environment shaped by the current
Labour government’s policy.

These decisions include a significant reduction in our UK onshore workforce, based in Aberdeen. It will also
include staff working on our UK CCS projects which are part of the Government’s Track 2 process. We
undertake this review with deep regret but with a clear recognition of the realities we face.

As one of the largest operators in the UK North Sea, providing approximately 15% of the UK’s oil and gas
supply, Harbour Energy has long been committed to safe, responsible, and sustainable operations in the UK
Continental Shelf.

However, the ongoing punitive fiscal regime, notably the Energy Profits Levy (EPL), combined with regulatory
uncertainty and delays, particularly regarding Track 2 funding clarity, have created an untenable environment
for investment and growth.

UK Business Unit review

In response, we are undertaking a comprehensive review of our UK business to ensure its long-term
sustainability. This includes reducing our headcount by approximately 25% across our UK business unit,
equating to around 250 fewer onshore roles.

Our UK activity will, therefore, be entirely focused on protecting cash flow, targeting our economically
competitive projects. Additionally, we are also reviewing resources allocated to our UK CCS projects, namely
the Viking and Acorn projects, as we need to react responsibly without clear government commitment and
funding certainty through the Track 2 process.

These actions are part of a broader company-wide initiative to realise $0.5 billion in savings between 2025 and
2027, reflecting the need to manage costs amid commaodity price volatility and a challenging investment
climate.

It is important to underscore that these measures are not driven by a lack of commitment to the UK or its
energy security. On the contrary, Harbour Energy remains one of the UK’s largest oil and gas producers and is
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dedicated to maximising the value of our existing portfolio. However, the current fiscal and
regulatory framework has regrettably forced us to reduce activity and investment in the UK North
Sea, with production expected to plateau this year, and decline by 10-15% over the coming years.
Capital investment will increasingly be directed towards countries with more stable and attractive
investment conditions.

We will conduct this workforce restructuring with fairness and transparency, prioritising voluntary
redundancy schemes and support for affected employees. Our intention is to maintain a
constructive and collaborative relationship with the government and other stakeholders as we
navigate these challenges together.

Importance of the O&G sector and need for immediate removal of the EPL

The oil and gas sector remains a cornerstone of Scotland’s economy with almost half of all direct
and indirect
employees based in Scotland and one in every 30 jobs in Scotland based in the sector.

The current fiscal and regulatory environment threatens our globally respected supply chain.
Approximately 80% of supply chain revenue is still derived from oil and gas activities, and 90% of
supply chain companies believe growth depends on accessing markets abroad, according to the
OEUK 20205 Supply Chain Report.

The premature and forced decline of the UKCS risks not only jobs and economic value but also
critical skills which will enable Scotland to lead the global energy transition. We believe that a
balanced approach is necessary, where oil and gas remain a vital part of the UK’s energy mix
alongside renewables, ensuring energy security and a just transition for workers.

To this end, we urge the government to reconsider the current fiscal regime, including the
immediate removal of the EPL and the establishment of a fair successor tax framework.

We would welcome a meeting with you and your team to discuss how we can sustain
investment in North Sea production, safeguard jobs, support the supply chain, and secure long-
term tax revenues for the UK.

We remain committed to the UK and its energy future and look forward to working with you to
create a more supportive environment that enables continued investment, job retention, and
energy security.

Yours sincerely,

[Redacted - R.11(2)]

Scott Barr

Managing Director, UK Business Unit



DECC 5 - ORIGINAL - 202500476205 - Email regarding briefing for DFM call with Harbour
Energy - 8 May 2025 - includes the original letter from Harbour Energy to DFM regarding job loss
announcements.

[Redacted — not in scope]

From: Scott Barr <scott.barr@harbourenergy.com>

Date: 7 May 2025 at 15:15:27 BST

To: Deputy First Minister and Cabinet Secretary for Economy & Gaelic <DFMCSEG@gov.scot>;
Cc: [Redacted - R.11(2)]< [Redacted - R.11(2)]@harbourenergy.com>, [Redacted - R.11(2)]<
[Redacted - R.11(2)]@harbourenergy.com>

Subject: Impact of UK Government Fiscal and Regulatory Policies on Harbour Energy’s UK
Operations and Workforce

Dear Ms Forbes,

| am writing to inform you of the difficult decisions Harbour Energy has been compelled to make
regarding our UK operations, as a direct consequence of the current fiscal and regulatory
environment shaped by current Labour government policy.

These decisions include a significant reduction in our UK onshore workforce, based in
Aberdeen.

Please find attached a letter detailing this decision in more detail.

Harbour Energy remains committed to the UK and its energy future and look forward to working
with you to create a more supportive environment that enables continued investment, job
retention, and energy security.

Yours sincerely,

Scott Barr

Scott Barr
MD UK Business Unit

Harbour Energy

M: [Redacted - R.11(2)] E: [Redacted - R.11(2)]@harbourenergy.com

Disclaimer
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Harbour Energy plc, registered in Scotland with company number SC234781. Registered office:

4th Floor, Saltire Court, 20 Castle Terrace, Edinburgh, EH1 2EN, Scotland.

The information in this email and any attachments are confidential and intended solely for the
use of the individuals or entities to whom the email is addressed. If you are not the intended

recipient, please notify the sender by telephone immediately and delete all copies of this email

on your computer system.

Harbour Energy has taken reasonable precautions to ensure that this email and any
attachments do not contain software viruses but we cannot guarantee that they are virus-free
and do not accept liability for any damage sustained as a result of software viruses.
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The Scottish Parliament: Making a positive difference to the lives of the people of Scotland
Parlamaid na h-Alba: A’ toirt deagh bhuaidh air beatha sluagh na h-Alba

www.parliament.scot : facebook.com/scottishparliament : twitter.com/scotparl

The information in this email may be confidential. If you think you have received this email in
error please delete it and do not share its contents.
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DECC 6 - ORIGINAL - 202500476205 - Briefing for DFM call with Harbour Energy - 8 May 2025

—attachment to DECC 5

What Harbour Energy have written to the Deputy First Minster (also First
Minister and Cab Sec NZE) seeking an urgent meeting to discuss
sustaining investment in the North Sea, safeguarding jobs,
supporting the supply chain, and securing long-term tax revenues
for the UK.

Where On Teams

When 8 May 2025, 12:00 — 12:30

Who Scott Barr, Managing Director, Harbour Energy

Why An opportunity to engage with a key North Sea oil and gas operator

at a challenging time.

Key message(s)

e Very concerned to see Harbour Energy announce plans
yesterday to cut 250 jobs from its headquarters in Aberdeen.

e We’re clear in our support for a just transition for Scotland’s
valued oil and gas sector, which recognises the maturity of the
North Sea basin and is in line with our climate change
commitments.

¢ We continue to call on UK Government to listen carefully to
concerns being expressed by businesses around the impacts of
the Energy Profits Levy.

e The UK Government needs to urgently work with industry —
through its current consultation and more widely - to set out a
stable, long-term fiscal regime for the North Sea.

Expected outcome

Hearing the operators concerns around the impacts of reserved
fiscal and regulatory policies, in particular the impacts of the Energy
Profits Levy on their business.

Supporting
officials

[Redacted - R.11(2)], Offshore Energy Transition

[Redacted - R.11(2)], Offshore Energy Transition

[Redacted - R.11(2)], Strategic Assets, Investment and Assurance
[Redacted - R.11(2)], Scottish Exchequer

Briefing contents

Annex A: Summary

Annex B: Company Background and Biographies
Annex C: Background to the EPL

Annex D: Lines to Take

Annex E: Copy of letter received from Harbour Energy.
Annex F: Copy of DFM’s Press Comment (issued 7 May)

Media / Social
Media Handling

N/A
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Annex A - Background

Issue — Harbour Energy: On 7 May, Harbour Energy announced upcoming job cuts from its
North Sea oil and gas business, expected to affect ¢ 250 onshore roles in Aberdeen. Harbour
says these are “due mainly to the [UK] Government’s ongoing punitive fiscal position [i.e. the
Energy Profits Levy (EPL)] and a challenging regulatory environment”. Further job losses are
also expected from Harbour’s CCUS branches, with the company citing uncertainties in
projects achieving Track status.

Harbour Energy have written to Scottish Ministers (7 May) setting out:

o Concerns regarding the impact of the reserved Energy Profits Levy (EPL), combined with
regulatory uncertainty and delays, particularly regarding Track 2 funding clarity having a
significant impact on the investment environment;

o Arefocusing of their UK activity, with a reduction in headcount in offshore oil and gas roles
in Aberdeen (with up to 250 roles affected) and also reviewing resources allocated to their
CCUS investments in the UK (specifically Acorn and Viking).

o Directly calling on the UK Government to reconsider the current fiscal regime, including
the “immediate removal of the EPL” and the establishment of a fair successor tax
framework.

Identical letters were issued to the First Minister, yourself and the Acting Cabinet Secretary for
Net Zero and Energy.

Harbour Energy’s announcement of job losses were raised in Westminster at PMQs by the
SNP (Stephen Flynn MP) and the Conservatives (Kemi Badenoch MP). It was also raised
during yesterday’s Programme for Government debate.

Issue — wider challenges in offshore oil and gas sector: Other major operators, including
bp, Chevron and Repsol, have previously (Jan-Mar) announced significant upcoming global
workforce reductions. [Redacted - R.10(5)(e)]. Several smaller supply chain companies have
recently (since Mar) entered insolvency. [Redacted - R.10(4)(e)].

Issue — upcoming roundtable on EPL matters: Cab Sec FLG is taking part in a roundtable
event (convened by Aberdeen City Council) next week, 14 May, with stakeholders on the
EPL. As matters stand, OEUK as the representative trade body, are invited but individual
operators are not. The invite list has been set by ACC.

Issue — wide developments around Acorn CCUS:

e The announcement by Harbour Energy, a partner in the Acorn project, follows a public
statement last week from Storegga, the lead partner in Acorn, that they have that close
to £90 million has been spent on developing Acorn to date.

13



Storegga also confirmed they have ‘dramatically’ slowed spending on the project and
refocussed their resources on CCS projects in Norway, USA and Malaysia due to
uncertainties surrounding UK Government commitments on Track-2.

[Redacted - R.10(4)(e)]

Whilst the absolute priority is to continue to press UK Government for a full funding
commitment for Acorn at the Spending Review, officials consider it prudent to consider
engaging [Redacted - R.10(4)(e)], given the lack of certainty from UK Government.
[Redacted - R.10(4)(e)]-
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Annex B — Company Background and Biographies

Scott Barr, Managing Director for the UK Business Unit, Harbour Energy

Scott began his career in oil and gas with an engineering
apprenticeship, working in a variety of roles on and offshore
before progressing to a rage of supervisory positions,
including responsibility for managing a fleet of offshore gas
turbines in Dubai and a four-year stint as an OIM in
Indonesia. Mid-career Scott returned to formal education,
completing a degree in Mechanical Engineering. Since his
return to the UK, Scott as held a range of management
positions in maintenance and operations. He has served on
a management transition team post M&A, managing the safe
integrations of oil and gas operations. Scott is a Fellow of the

Institute of Englneerlng and Technology, and a member of the Boards of OEUK and the UK
Oil & Gas Chaplaincy Trust.

Company Briefing: Harbour Energy
OCEA Oil and Gas and Energy Transition Economics Team

Harbour Energy is a multi-national oil and gas company headquartered in Aberdeen. It is
the largest independent oil and gas company listed on the London Stock Exchange. In
2024, it had global revenues of $6.2 billion (including pre-tax profits of $1.2 billion) and
employed 3,400 people (up from 2,100 in 2023, following a major acquisition during 2024
— see below). There are reportedly around 1,000 Aberdeen-based Harbour employees,
with the company announcing on 7" May that this would be reduced by 250 people.’
This comes on top of a previous c. 350 people headcount reduction, which was
announced in 2023.2

In 2017, Harbour (then Chrysaor) became one of the largest players in the UK
Continental Shelf (UKCS) with its $3 billion acquisition of an asset package from Shell. It
followed this up by acquiring ConocoPhillips's UK business in 2019 and further
strengthened its position with a reverse takeover of Premier Qil in 2021. The name
change to Harbour Energy occurred at the close of this 2021 acquisition. Harbour is
currently the single biggest oil and gas producer in the UKCS, but is understood to be
seeking to strategically reduce its reliance on this basin in favour of others (see below).

Harbour has been a vocal critic of the UK Government’s recent/current fiscal regime for
North Sea oil and gas — i.e. the Energy Profits Levy (EPL). In 2024, Harbour paid around
£1 billion in UK oil and gas taxes and fees and has stated that it faces an effective tax
rate of 108%, in part because of an increase in its UK decommissioning obligations®. As
a result, the company reported a post-tax loss of $93 million on pre-tax profits of $1.2
billion (see Figure 1). Over recent years Harbour has repeatedly stated that it is no
longer able to invest in the UKCS due to the EPL. In 2023, Harbour previously cut 350
roles from its UK workforce as a result*.
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Figure 1 — Harbour Energy Headline Income Statement

2023

2024 $ million

% million  As restated

Revenue and other income 6,226 3,751
Cost of operations (3,613) (2,376)
EBITDAX* 4,006 2,675
Operating profit 1,648 932
Profit before tax 1,219 616
Taxation (1,312) (571)
(Loss)/profit after tax (93) 45

Q1

In September 2024, Harbour undertook a major acquisition of Wintershall DEAS. As a
result the company has seen its worldwide oil and gas production increase from 186
kboe/d in 2023 to 258 kboe/d (and expects at least 450 kboe/d in 2025). It is understood
that this acquisition forms part of a strategic reduction by Harbour of its reliance on the
UKCS. The share the UKCS represents of Harbour’s total global production profile has
already fallen from 94% in 2023 to 58% at present. Areas where Harbour is now
increasing production include Argentina and Norway. Harbour’s probable and possible
reserves are now primarily in Argentina (32%), Norway (24%), Mexico (14%) and then
the UK (14%)°.

2025 Financial Results’

Harbour’s Q1 financial results were driven by their new assets from the Wintershall DEA
acquisition. Profits were $700 million for the quarter up from $100 million in Q1 2024,
with timings of tax payments and capital expenditures helping to manage costs.
Production has increased from 2024 Q1’s 172 boe/d to 500kboe/d in Q1 2025, driving
revenue from $0.9 billion to $2.8 billion. Norway has now overtaken the UK as Harbour’s
largest producing country. Production shares are now 40% liquids, 40% European gas
and 20% gas from the rest of the world. The company expects annual average
production for 2025 of 455-475 kboe/d, up from 258 kboe/d in 2024.

UKCS Qil and Gas Operations

Harbour is currently involved in 56 fields in the UKCS. It operates fields in the areas of
Great Catcher, Tolmount, Britannia, J-Area, Everest and Greater Armada. It also holds
non-operated interests in Clair, Buzzard, Elgin & Franklin and Beryl. The underlined
areas fall within the Scottish North Sea. Of its UKCS fields, 54 are already on stream,
with a further two, Earn and Leverett assumed to reach FID in 2026 and 2029
respectively?.

Wood Mackenzie estimate that Harbour has 496 mmboe of remaining resources in the
UKCS, with 45% of this being oil, 42% gas, 9% condensate and 3% NGLs. Harbour’s
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UKCS production peaked in 2022 at 188kboe/d, with production expected to fall to 55
kboe/d in 2030°.

CCUS Operations

Harbour describes itself as a “pure play” oil and gas company and as such has limited
interests in other sectors. It does, however, hold substantial interests in both UK Track-2
CCUS projects — including the Scottish Acorn project.

Harbour Energy are one of four partners for the Acorn CCUS project, alongside Storegga
(lead partner), Shell and North Sea Midstream Partners.

In April 2021 Storegga, Shell and Harbour Energy agreed a deal to become equal
partners in the Acorn project through the Acorn Development Agreement. Under the
terms of the Agreement, all three firms will develop the Acorn project through to final
investment decision (FID), construction, operation and beyond. In December 2021, North
Sea Midstream Partners also acquired a 10% interest in the project.®

The Track 2 Viking CCUS project in the Humber is led by Harbour Energy (60% interest),
in partnership with bp (40% interest). Harbour have indicated they expect an initial
storage capacity of 417 Mt and a peak of 20,000 jobs supported during the construction
phase."

ENDS
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ANNEX C - Energy Profits Levy (EPL)

The EPL regime was first introduced in 2022. The SNP were one of the parties who called
for its introduction at this time, as part of wider approaches to COVID-19 recovery.

The EPL has subsequently been through a series of extensions and revisions, under both
Conservative and now Labour UK Governments.

At the UK Autumn Budget on 30 October 2024, the UK Chancellor announced (or
confirmed):

i) The rate of the EPL will increase by three percentage points to 38%. This
was previously announced in July 2024. The EPL sits on top of corporation
tax, leading to a headline rate for affected businesses of 78%.

ii) The EPL will now end on 31 March 2030, a year later than the previously
planned date (which had itself been extended by one year under the
previous UK Government). This was previously announced in July.
However, it remains the case that the EPL will end sooner if oil and gas
prices both fall to, or below, the prices thresholds set by the Energy
Security Investment Mechanism (ESIM). Global oil prices are currently
(and have been for some months) under the ESIM threshold, but gas
prices are well above this.

iii) Removal of the EPL’s main 29% investment allowance. However,
following a programme of engagement with the sector, the UK
Government made no additional changes to the availability of capital
allowances in the EPL.

iv) The EPL’s decarbonisation investment allowance will be set at 66% to
ensure companies benefit from broadly the same level of tax relief per
£100 of decarbonisation investment after the rate of EPL increases.

The changes took effect from 1 November 2024.

Consultation on a future fiscal regime

On 5 March 2025 HMT launched a consultation on the future fiscal regime for North Sea oil
and gas. This sets out the UK Government’s policymaking objectives and design options for
the new mechanism and invites stakeholder feedback.

This consultation remains open, with a closing date of 28 May.

The UK Government indicates that it will look to work together with the oil and gas sector
and others to ensuring all views will be taken into consideration. [Redacted - R.10(4)(e)].

18



The UK Government have developed five key policy making objectives that will guide the
design of the new mechanism:

Deliver a fair return on the UK’s resources at times of unusually high prices
Be predictable and provide certainty

Minimise distortions on investment decisions

Minimise additional administrative burdens for taxpayers and HMRC
Recognise the difference between oil and gas markets

O O O O O

They are consulting on two models. The first, a revenue-based model (RBM) that would
target the excess revenue a company receives for its oil and gas sold above threshold
prices. The second, a profit-based model (PBM) that would target a proportion of profits
deemed to arise from unusually high prices by reference to ‘average market prices’ and the
thresholds

o Revenue-based model (RBM): A RBM would identify the revenue above the thresholds
(one for oil and one for gas) and apply the tax to this element. For example, if the
threshold was $2 a barrel of oil and a barrel of oil is sold for $3, then revenue of $1
would be subject to the RBM.

o Profit-based model (PBM): To effectively target gains from unusually high prices and
ensure the mechanism only applies when prices are unusually high, the PBM will
identify a proportion of profits that will be deemed attributable to price shocks. This will
be calculated by comparing an ‘average market price’ with the thresholds. The
proportion that the ‘average market price’ is above the threshold will apply to the profit
figure. The PBM will apply to that element of profit that has been deemed to arise from
unusually high price.

[Redacted - R.10(4)(e)]

Relationship to other UKG consultation on North Sea oil and gas policy

The HMT-led consultation on a future fiscal regime was launched alongside of another,
DESNZ-led, one on a range of matters around policy and regulatory regimes for the future of
the North Sea (including implementation of a UK Government policy to issue no new
licenses for new exploration).

The DESNZ-led consultation closed on 30 April (i.e. around a month earlier than the HMT-
led one). Scottish Government did not formally engage in this consultation.

[Redacted - R.10(4)(e)]
ENDS
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ANNEX D - Lines to Take

JOB LOSSES FROM OIL AND GAS COMPANIES
The Scottish Government is closely monitoring developments around potential job

losses from offshore enerqgy companies and the associated supply chain.

[ We are aware of reports of jobs being at risk at Harbour Energy. ]
We are also aware of the challenges currently facing some companies in the supply chain
for the offshore energy sector.

In the unfortunate event of any employees facing redundancy, the Scottish Government
will always offer and provide support through Partnership Action for Continuing
Employment, PACE.

Through providing skills development and employability support, PACE aims to minimise
the time individuals affected by redundancy are out of work.

We are also committed to ensuring the skills, experience and expertise of
Scotland’s valued oil and gas workers is not lost as part of a fair and managed
energy transition.

We are supporting workforce transferability in a range of ways, including working
with industry partners on an Energy Skills Passport and with UK Government to
develop a Regional Skills Pilot scheme for Aberdeen City and Aberdeenshire.

IMPACT OF EPL / UK FISCAL REGIME [UKG consultation open till 28 May]

We continue to call on UK Government to listen carefully to concerns being

expressed by businesses around the impacts of the Enerqy Profits Levy.

UK Government needs to urgently work with industry — through its current consultation
and more widely - to set out a stable, long-term fiscal regime for the North Sea.

The aim must be to give the offshore energy sector much needed certainty and treat it
fairly alongside other parts of the UK economy.

While we continue to support the Energy Profits Levy at its original rate and duration, we
do not support the extension to March 2030 or the increase from 35% to 38% confirmed
in last year’s UK Autumn Budget.

We were, however, relieved that the UK Chancellor heeded our calls to retain
key investment allowances to support the transition of Scotland’s valued offshore energy
industries.

SG’s OFFSHORE OIL AND GAS POLICY POSITION
We’re clear in our support for a just transition for Scotland’s oil and gas sector, which

recognises the maturity of the North Sea basin and is in line with our climate change

commitments.

Offshore oil and gas licensing, as well as consenting and the associated fiscal regime,
are all matters that are currently reserved to the UK Government.

Any further extraction and use of fossil fuels must be consistent with Scotland’s climate
obligations and just transition commitments. It’s vital that we take an evidence-based
approach to the energy transition.

There is an urgent need to transition from fossil fuels globally if Paris Agreement goals
are to be met. We are not going to deny the climate science that clearly shows the crisis
we all are facing.
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o We've also got to have a just transition. | saw the damage Mrs Thatcher did to
communities when she threw thousands of workers on the scrapheap.

e Ajust transition does not mean simply stopping all future oil and gas activity overnight.
That would be wrong — and could threaten energy security while destroying the very
skills we need to transition.

o Thatis why we continue to call on UK Government to approach decisions for North Sea
oil and gas projects on rigorously evidence-led, case by case, basis — with climate
compatibility and energy security key considerations.

o At the heart of our approach is ensuring a just transition for Scotland’s valued and highly
skilled oil and gas workforces to a net-zero future.

CCUS /ACORN

Our support for Acorn is unequivocal and we reinforced that this week in our PfG
which commitment £80 million to support Acorn. This is dependent on the UK
Government putting their money with their mouth is.

e | received the letter from Acorn last week with the proposal for a two-year, jointly funded
programme, to progress Acorn to a Final Investment Decision.

o I'm keen to explore this proposal in further detail and will write to the UK Government
requesting a joint meeting between both governments and Acorn partners ahead of the
Spending Review.

PfG text on Acorn: “Support the Acorn carbon capture and storage project to obtain Track 2
status. The Scottish Government has committed £80 million to make this happen but, given
the importance of this keystone project for the Scottish economy, we are now willing, as part
of a wider package of investment in industrial transformation, to increase Scottish funding for
Acorn to partner with investment from the UK Government. We hope our willingness to
increase our investment as a partner will enable the UK Government to approve the Acorn
project in the UK Spending Review.”

PUBLICATION OF SG’s ENERGY STRATEGY

The judgements and issues in the Energy Strategy and Just Transition Plan are
informed and influenced by recent developments in the UK Government’s energy
policy and court decisions.

e We are taking sufficient time to analyse and reflect on those developments and their
impact on Scotland.

UKG’s CONSULTATION ON FUTURE LICENSING / POLICY [closed 30 April]

We have noted the consultation proposals from UK Government on future policy and
requlatory regimes for North Sea oil and gas.

¢ We will now await the UK Government’s consultation response, which must clearly set
out how reserved policy and regulatory levers will be used to deliver a just transition for
the North Sea.

¢ Whilst we have not responded formally to the consultation, we engage regularly with UK
Government on range of energy transition matters.

o We continue to call on the UK Government to approach decisions for North Sea oil and
gas licensing on a rigorously evidence-led, case by case, basis — with robust climate
compatibility and energy security being key considerations.
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UKG’s CONSULTATION ON CONSENTING [closed 8 January]

We have also noted the previous consultation from UK Government on strengthening
climate compatibility for consenting of oil and gas projects, in light of the UK
Supreme Court’s “Finch” verdict.

e We have long called for an enhanced climate compatibility approach to decisions on North
Sea oil and gas developments, which reflects the impacts of emissions from both the
production and consumption of these fuels.

e |t is important that the UK Government now brings forward updated environmental
guidance as soon as possible, to allow consenting decisions to resume and be made on a
basis that is both transparent and robust.

ENERGY SECURITY / IMPORT DEPENDENCE

Enerqy security is absolutely vital.

e However, we must remember that around 80% of the oil extracted from the UK
Continental Shelf is currently exported overseas. The majority of what is extracted from
new fields will not necessarily contribute to our domestic energy security.

® |nterms of gas, demand is secured at a Great Britain level. Supplies come from a
mixture of North Sea fields and imports from pipelines within continental Europe and
liquefied natural gas from international markets.

e The UK Climate Change Committee [26 Feb report] says [QUOTE]: “Maintaining
ongoing UK [oil and gas] production makes little difference to UK energy security or to
energy prices. The price of oil and gas, set by the international market, is a greater
determinant of energy security than the volume of domestic production”.

ENERGY SKILLS PASSPORT [launched 22 January]

We have welcomed the launch of the initial phase of the Energy Skills Passport and
look forward to seeing further developments in the coming months.

e The Passport is a free to use tool, for offshore oil and gas workers to identify
training and qualifications routes into several roles in the offshore wind sector.

e The Scottish Government has previously [over 2022-23 and 2023-24] provided
£3.7m of funding, from the Just Transition Fund, to support industry-led
development of an Energy Skills Passport.

e More recently, in Autumn 2024, we have welcomed UK Government also coming
on board as a partner in this project.

e The initial version of the Passport was launched by the lead industry bodies on
22 January.

e The Passport is one step and one tool in a wider landscape of support to ensure
that the skills, experience and expertise of oil and gas workers is not lost as part
of a fair and managed transition to net zero.

e John Boland, chair of the Offshore Co-ordinating Group of Trade Unions said
[QUOTE]: “We welcome the introduction of [the] digital offshore skills passport,
after a lengthy process with employers and training bodies.”

OTHER SG SUPPORT FOR JUST TRANSITION IN NORTH SEA / NORTH EAST
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We must not repeat the mistakes of previous industrial and energy system

transitions, which had a devastating impact on communities in Scotland. We are not

waiting — we are already acting, for example:

Since 2022, we have allocated £75 million to projects and communities across the North
East and Moray. Our new bidding round worth up to £8.5m for the Just Transition Fund
for 2025-26 launched on 2 May, driving forwards the transition to net zero. The window for
applications is open from 6 May to 17 June. Our ongoing support for the Fund will ensure
we continue to create jobs, support innovation, and secure the highly skilled workforce of
the future.

Our Energy Transition Fund has supported [over period 2021/22 to 2024/25] four major
projects in the North East - the Energy Transition Zone, Global Underwater Hub, Net
Zero Technology Transition Programme and Aberdeen Hydrogen Hub. These projects
are protecting existing jobs, skills and knowledge, whilst supporting creation of new jobs
in the region and across Scotland.

We are investing £125m over 10 years in the Aberdeen City Region Deal to help
ensure economic transformation for the North East. This matches the investment of the
UK Government and will help to support business growth and create more job
opportunities.
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Annex E

Identical letters were also issued (7 May) to yourself, and the Acting Cabinet Secretary for Net
Zero and Energy.

Copy of letter entitled “Impact of UK Government Fiscal and Regulatory Policies on
Harbour Energy’s UK Operations and Workforce”

Dear Mr Swinney,

I am writing to inform you of the difficult decisions Harbour Energy has been compelled to
make regarding our UK operations, as a direct consequence of the current fiscal and
regulatory environment shaped by the current Labour government’s policy.

These decisions include a significant reduction in our UK onshore workforce, based in
Aberdeen. It will also include staff working on our UK CCS projects which are part of the
Government’s Track 2 process. We undertake this review with deep regret but with a clear
recognition of the realities we face.

As one of the largest operators in the UK North Sea, providing approximately 15% of the UK’s
oil and gas supply, Harbour Energy has long been committed to safe, responsible, and
sustainable operations in the UK Continental Shelf.

However, the ongoing punitive fiscal regime, notably the Energy Profits Levy (EPL), combined
with regulatory uncertainty and delays, particularly regarding Track 2 funding clarity, have
created an untenable environment for investment and growth.

UK Business Unit review

In response, we are undertaking a comprehensive review of our UK business to ensure its
long-term sustainability. This includes reducing our headcount by approximately 25% across
our UK business unit, equating to around 250 fewer onshore roles.

Our UK activity will, therefore, be entirely focused on protecting cash flow, targeting our
economically competitive projects. Additionally, we are also reviewing resources allocated to
our UK CCS projects, namely the Viking and Acorn projects, as we need to react responsibly
without clear government commitment and funding certainty through the Track 2 process.
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These actions are part of a broader company-wide initiative to realise $0.5 billion in savings
between 2025 and 2027, reflecting the need to manage costs amid commodity price volatility
and a challenging investment climate.

It is important to underscore that these measures are not driven by a lack of commitment to
the UK or its energy security. On the contrary, Harbour Energy remains one of the UK’s largest
oil and gas producers and is dedicated to maximising the value of our existing portfolio.
However, the current fiscal and regulatory framework has regrettably forced us to reduce
activity and investment in the UK North Sea, with production expected to plateau this year,
and decline by 10-15% over the coming years. Capital investment will increasingly be directed
towards countries with more stable and attractive investment conditions.

We will conduct this workforce restructuring with fairness and transparency, prioritising
voluntary redundancy schemes and support for affected employees. Our intention is to
maintain a constructive and collaborative relationship with the government and other
stakeholders as we navigate these challenges together.

Importance of the O&G sector and need for immediate removal of the EPL

The oil and gas sector remains a cornerstone of Scotland’s economy with almost half of all
direct and indirect employees based in Scotland and one in every 30 jobs in Scotland based
in the sector.

The current fiscal and regulatory environment threatens our globally respected supply chain.
Approximately 80% of supply chain revenue is still derived from oil and gas activities, and 90%
of supply chain companies believe growth depends on accessing markets abroad, according
to the OEUK 20205 Supply Chain Report.

The premature and forced decline of the UKCS risks not only jobs and economic value but
also critical skills which will enable Scotland to lead the global energy transition.We believe
that a balanced approach is necessary, where oil and gas remain a vital part of the UK’s energy
mix alongside renewables, ensuring energy security and a just transition for workers.

To this end, we urge the government to reconsider the current fiscal regime, including the
immediate removal of the EPL and the establishment of a fair successor tax framework.

We would welcome a meeting with you and your team to discuss how we can sustain
investment in North Sea production, safeguard jobs, support the supply chain, and
secure long-term tax revenues for the UK.
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We remain committed to the UK and its energy future and look forward to working with you to
create a more supportive environment that enables continued investment, job retention, and
energy security.

Yours sincerely,

Scott Barr

Managing Director, UK Business Unit
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Annex F

Press Comment Issued (7 May) from Deputy First Minister and Cabinet Secretary for
Economy:

‘I am deeply concerned to see Harbour Energy announce plans to cut 250 jobs from its
headquarters in Aberdeen, and my thoughts are, first and foremost, with the workforce.

“l am disappointed that this news has come in the face of ill-judged UK Government policy,
and that Harbour Energy may also review their support for carbon capture and storage due to
damaging delays to the CCS Track 2 process.

“For many decades, both Labour and the Tories have raided Scotland’s energy revenues,
treating Scotland’s oil and gas industry as a cash cow but the jobs associated with it as
expendable.

“The UK Labour Government’s approach is not providing the industry with either certainty or
stability, and, as trade unions are warning, means that job losses in Aberdeen could run into
the tens of thousands.

“What we are now seeing in Scotland is a Labour UK Government which saved jobs in
Scunthorpe, not Grangemouth, and is now stubbornly refusing to move on an approach which
is in direct opposition to supporting jobs and the just transition, safeguarding energy security
or lowering bills. In fact, rather than a fair transition which supports workers to re-skill, Labour’s
approach has led to a cliff edge of job losses in Aberdeen.

“I will be engaging further over the coming days with energy companies and producers, trade
unions, workers, and all those who may be affected by this decision.”

ENDS
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DECC 7 - ORIGINAL - 202500476205 - Letter from Harbour to DFM on Job Loss
Announcement - attachment to DECC 5

Harbour Energy Upper Denburn
House === Harbour
Prime Four Business Park Kingswells Causeway, = Energy

Kingswells Aberdeen, AB15 8PU
+44 (0) 1224 618900

7th May 2025
Kate Forbes MSP
Deputy First Minister for
Scotland The Scottish
Parliament Edinburgh
EH99 1SP
Impact of UK Government Fiscal and Regulatory Policies
on Harbour Energy’s UK Operations and Workforce

Dear Ms Forbes,

| am writing to inform you of the difficult decisions Harbour Energy has been compelled to make regarding our
UK operations, as a direct consequence of the current fiscal and regulatory environment shaped by the current
Labour government’s policy.

These decisions include a significant reduction in our UK onshore workforce, based in Aberdeen. It will also
include staff working on our UK CCS projects which are part of the Government’s Track 2 process. We
undertake this review with deep regret but with a clear recognition of the realities we face.

As one of the largest operators in the UK North Sea, providing approximately 15% of the UK’s oil and gas
supply, Harbour Energy has long been committed to safe, responsible, and sustainable operations in the UK
Continental Shelf.

However, the ongoing punitive fiscal regime, notably the Energy Profits Levy (EPL), combined with regulatory
uncertainty and delays, particularly regarding Track 2 funding clarity, have created an untenable environment
for investment and growth.

UK Business Unit review

In response, we are undertaking a comprehensive review of our UK business to ensure its long-term
sustainability. This includes reducing our headcount by approximately 25% across our UK business unit,
equating to around 250 fewer onshore roles.

Our UK activity will, therefore, be entirely focused on protecting cash flow, targeting our economically
competitive projects. Additionally, we are also reviewing resources allocated to our UK CCS projects, namely
the Viking and Acorn projects, as we need to react responsibly without clear government commitment and
funding certainty through the Track 2 process.

These actions are part of a broader company-wide initiative to realise $0.5 billion in savings between 2025 and
2027, reflecting the need to manage costs amid commaodity price volatility and a challenging investment

climate.

It is important to underscore that these measures are not driven by a lack of commitment to the UK or its
energy security. On the contrary, Harbour Energy remains one of the UK’s largest oil and gas producers and is
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- Harbour
=== Energy

dedicated to maximising the value of our existing portfolio. However, the current fiscal and regulatory framework
has regrettably forced us to reduce activity and investment in the UK North Sea, with production expected to
plateau this year, and decline by 10-15% over the coming years. Capital investment will increasingly be directed
towards countries with more stable and attractive investment conditions.

We will conduct this workforce restructuring with fairness and transparency, prioritising voluntary redundancy
schemes and support for affected employees. Our intention is to maintain a constructive and collaborative
relationship with the government and other stakeholders as we navigate these challenges together.

Importance of the O&G sector and need for immediate removal of the EPL

The oil and gas sector remains a cornerstone of Scotland’s economy with almost half of all direct and indirect
employees based in Scotland and one in every 30 jobs in Scotland based in the sector.

The current fiscal and regulatory environment threatens our globally respected supply chain. Approximately 80% of
supply chain revenue is still derived from oil and gas activities, and 90% of supply chain companies believe growth
depends on accessing markets abroad, according to the OEUK 20205 Supply Chain Report.

The premature and forced decline of the UKCS risks not only jobs and economic value but also critical skills which will
enable Scotland to lead the global energy transition. We believe that a balanced approach is necessary, where oil and
gas remain a vital part of the UK’s energy mix alongside renewables, ensuring energy security and a just transition for
workers.

To this end, we urge the government to reconsider the current fiscal regime, including the immediate removal of
the EPL and the establishment of a fair successor tax framework.

We would welcome a meeting with you and your team to discuss how we can sustain investment in North Sea
production, safeguard jobs, support the supply chain, and secure long-term tax revenues for the UK.

We remain committed to the UK and its energy future and look forward to working with you to create a more
supportive environment that enables continued investment, job retention, and energy security.

Yours sincerely,
[Redacted - R.11(2)]
Scott Barr
Managing Director, UK Business Unit

29



DECC 8 - ORIGINAL - 202500476205 - Readout for DFM call with Harbour Energy - 8 May 2025

Read out - Call with Harbour Energy
8 May 2025, 12:00 - 12:30, Teams
Attendees

e Deputy First Minister and Cabinet Secretary for Economy and Gaelic
e Scott Barr, Harbour Energy

e [Redacted - R.11(2)], Harbour Energy

e Emily Mackintosh, Special Advisor

e Scottish Government officials

Note:

e DFM opened by thanking Harbour for offering this time during what is a challenging period for the company
and its workforce.

e Harbourwelcomed yesterday’s press comments from the DFM. They then summarised:

o The significant challenges facing their business, and the wider offshore energy sector, from the fiscal
regime of the UK Energy Profits Levy (EPL) and also continued regulatory uncertainty.

o Thattherecently announced review of Harbour’s business planning was being undertaken to allow it
to retain a viable business in the UK.

o Their key asks of UK Government — these being to reconsider the current fiscal regime, including calls
for the immediate removal of the current EPL and the establishment of a fair successor tax
framework.

e Harbourindicated that they were also developing briefing on potential models in which the impacts of global
oil and global gas prices could be decoupled within the ESIM mechanism associated with the current EPL
regime. Harbour offered to provide briefing on these matters to Scottish Government officials.

e DFM committed to further engagement with Harbour as needed over the coming weeks and months. DFM
also noted an upcoming Aberdeen City Council led roundtable on the EPL, which the Cabinet Secretary for
Finance will attend.

e DFM asked about the impacts of Harbour’s business review on its CCUS activities. Harbour responded that
uncertainties around UK Government decisions on track status for key projects meant that a review of its
activities in this space was also now essential, but that they were also awaiting the outcomes of the UK
Spending Review.

e DFM reflected that the Scottish Government did not want to lose momentum on the important issues being
raised by Harbour and other industry bodies and would seek to maintain and further develop its own
engagement with both industry and UK Government on these matters.

Ends.
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DECC 9 - ORIGINAL - 202500476205 - Third party briefing materials supplied by Harbour Energy after
meeting with DFM - 12 May 2025

From: [Redacted - R.11(2)]< [Redacted - R.11(2)]@harbourenergy.com>

Sent: 12 May 2025 16:10

To: [Redacted - R.11(2)]<[Redacted - R.11(2)]@gov.scot>

Cc: Emily Mackintosh <[Redacted - R.11(2)]@gov.scot>; [Redacted - R.11(2)]< [Redacted -
R.11(2)]@harbourenergy.com>; [Redacted - R.11(2)]< [Redacted - R.11(2)]@gov.scot>; Susie Townend <[Redacted -
R.11(2)]@gov.scot>; [Redacted - R.11(2)]< [Redacted - R.11(2)]@gov.scot>; [Redacted - R.11(2)]<[Redacted -
R.11(2)]@gov.scot>; [Redacted - R.11(2)]< [Redacted - R.11(2)]@gov.scot>; [Redacted - R.11(2)]<[Redacted -
R.11(2)]@gov.scot>

Subject: RE: Briefing materials for Deputy First Minister

Hi [Redacted - R.11(2)],

Apologies — someone asked me for clarification regarding the legislation requirements for the proposal. | have
updated in here so it should become clearer for you. Essentially:

The oil or gas price will trigger the ESIM following the change.

1) The ESIM, having been triggered, then places the burden on HMG to legislate for the EPL to drop away —
our recommendation is that this is followed according to the pre-described rules set out in S.17A of the
Energy (oil and Gas) Profits Levy Act. This would be done at the next available opportunity - likely a
Finance Bill.

2) Our strong recommendation is that this process should account for the period in which the commodity
prices have been below the ESIM triggers —which seems to be as intended within the current legislation
anyway.

| hope that makes it clearer.

Thanks,

[Redacted - R.11(2)]

[Redacted - R.11(2)]

Vice President, Global Government Relations
Harbour Energy

M: [Redacted - R.11(2)]E: [Redacted - R.11(2)]@harbourenergy.com

From: [Redacted - R.11(2)]@gov.scot <[Redacted - R.11(2)]@gov.scot>

Sent: 09 May 2025 19:42

To: [Redacted - R.11(2)]<[Redacted - R.11(2)]@harbourenergy.com>

Cc: [Redacted - R.11(2)]@gov.scot; [Redacted - R.11(2)]< [Redacted - R.11(2)]@harbourenergy.com>; [Redacted -
R.11(2)]@gov.scot; [Redacted - R.11(2)]@gov.scot; [Redacted - R.11(2)]@gov.scot; [Redacted - R.11(2)]@gov.scot;
[Redacted - R.11(2)]@gov.scot; [Redacted - R.11(2)]@gov.scot

Subject: [EXTERNAL] RE: Briefing materials for Deputy First Minister

This email is from an external sender. Please be cautious and make sure the sender and content are
genuine.
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[Redacted - R.11(2)] (and team),

Many thanks for sending these through. We’ll let you know on Monday if we have any questions.

Best wishes for as good a weekend as is possible under the circumstances in the meantime,

[Redacted - R.11(2)]

[Redacted - R.11(2)]
Head of Energy Industries Transition Policy and Funding
Directorate for Energy and Climate Change | Scottish Government

Tel: [Redacted - R.11(2)]

From: [Redacted - R.11(2)] <[Redacted - R.11(2)]@harbourenergy.com>

Sent: 09 May 2025 19:39

To: [Redacted - R.11(2)]< [Redacted - R.11(2)]@gov.scot>

Cc: Emily Mackintosh <[Redacted - R.11(2)]@gov.scot>; [Redacted - R.11(2)]< [Redacted -
R.11(2)]@harbourenergy.com>; [Redacted - R.11(2)]< [Redacted - R.11(2)]@gov.scot>; Susie Townend <[Redacted -
R.11(2)]@gov.scot>; [Redacted - R.11(2)]<[Redacted - R.11(2)]@gov.scot>; [Redacted - R.11(2)]< [Redacted -
R.11(2)]@gov.scot>; [Redacted - R.11(2)]< [Redacted - R.11(2)]@gov.scot>; [Redacted - R.11(2)]< [Redacted -
R.11(2)]@gov.scot>

Subject: RE: Briefing materials for Deputy First Minister

Hi [Redacted - R.11(2)] (and All),

Sorry for the late Friday email — it has been pretty flat out until now.

| have attached an initial briefing pack for you which hopefully set out the impact of the EPL on HBR and the wider
sector. | have also attached my proposal for the ESIM de-linking strategy.

It seems that there was some confusion about the proposal when speaking with OEUK. To clarify, this is not a
version of the EPL, or a new mechanism. It is merely a tweak to the current ESIM so that either the oil price OR
the gas price can act as the trigger for the EPL falling away if the 6 month reference period is met. Do let me know
if you would like me to go into any more detail about it. [Redacted - R.10(5)(f)].

Do let me know if you have any questions and a continued thanks for your support.
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[Redacted - R.11(2)]
[Redacted - R.11(2)]
[Redacted - R.11(2)]
Harbour Energy

M: [Redacted - R.11(2)] E: [Redacted - R.11(2)]@harbourenergy.com

From: [Redacted - R.11(2)]

Sent: 08 May 2025 12:47

To: [Redacted - R.11(2)]@gov.scot

Cc: [Redacted - R.11(2)]@gov.scot; [Redacted - R.11(2)]<[Redacted - R.11(2)]@harbourenergy.com>; [Redacted -
R.11(2)]@gov.scot; [Redacted - R.11(2)]@gov.scot; [Redacted - R.11(2)]@gov.scot; [Redacted - R.11(2)]@gov.scot;
[Redacted - R.11(2)]@gov.scot; [Redacted - R.11(2)]@gov.scot

Subject: RE: Briefing materials for Deputy First Minister

Hi [Redacted - R.11(2)],

Thanks for that offer.

16.30 actually works quite well.

I can send an invite over, but you might prefer to do it to make sure we get all of the relevant people.

Would you mind including my colleague [Redacted - R.11(2)]on the invite. He is in cc.

Thanks,

[Redacted - R.11(2)]

[Redacted - R.11(2)]

Vice President, Global Government Relations
Harbour Energy

M: [Redacted - R.11(2)] E: [Redacted - R.11(2)]@harbourenergy.com

From: [Redacted - R.11(2)]@gov.scot <[Redacted - R.11(2)]@gov.scot>

Sent: 08 May 2025 12:34

To: [Redacted - R.11(2)]<[Redacted - R.11(2)]@harbourenergy.com>

Cc: [Redacted - R.11(2)]@gov.scot; [Redacted - R.11(2)]< [Redacted - R.11(2)]@harbourenergy.com>; [Redacted -
R.11(2)]@gov.scot; [Redacted - R.11(2)]@gov.scot; [Redacted - R.11(2)]@gov.scot; [Redacted - R.11(2)]@gov.scot;
[Redacted - R.11(2)]@gov.scot; [Redacted - R.11(2)]@gov.scot

Subject: [EXTERNAL] RE: Briefing materials for Deputy First Minister
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This email is from an external sender. Please be cautious and make sure the sender and content are
genuine.

Hi [Redacted - R.11(2)],

Thanks for your message and time on the call with DFM just now.

I would be happy to be a primary point of contact with SG officials on briefing matters over the coming days and
weeks (I have also added a few other colleagues here for awareness too though, and I’m sure Emily will wish to
stay sighted from the SpAd side).

Can | suggest that you and | look to find time for an initial next steps call later today or tomorrow, to discuss what
is likely to work best in terms of timings/formats/etc for briefing sessions/materials?

For example, | currently have availability at 16:30 today or 13:30 tomorrow? | am, of course, very mindful here of
how much else you will have on at present and will endeavour to work around your calendar as much as
possible.

Best wishes,

[Redacted - R.11(2)]

[Redacted - R.11(2)]
Head of Energy Industries Transition Policy and Funding
Directorate for Energy and Climate Change | Scottish Government

Tel: [Redacted - R.11(2)]

From: [Redacted - R.11(2)]< [Redacted - R.11(2)]@harbourenergy.com>

Sent: 08 May 2025 12:27

To: [Redacted - R.11(2)]< [Redacted - R.11(2)]@gov.scot>; [Redacted - R.11(2)]< [Redacted - R.11(2)]@gov.scot>;
Susie Townend <[Redacted - R.11(2)]@gov.scot>; [Redacted - R.11(2)]<[Redacted - R.11(2)]@gov.scot>

Cc: Emily Mackintosh <[Redacted - R.11(2)]@gov.scot>; [Redacted - R.11(2)]< [Redacted -
R.11(2)]@harbourenergy.com>

Subject: Briefing materials for Deputy First Minister

Hi All,
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I would just like to thank you again for your support on this over the last few days.

I would be very keen to pick up with you to see what you would find most helpful as briefing. | have a couple of
suggestions, but let me know if it makes sense to have a quick call, and we can align on what would be the most
useful for you.

Thanks,
[Redacted - R.11(2)]

Apologies if there are others who needed to be included in this email

[Redacted - R.11(2)]

Vice President, Global Government Relations

Harbour Energy

M: [Redacted - R.11(2)] E: [Redacted - R.11(2)]@harbourenergy.com

151 Buckingham Palace Road | London | SW1W 9SZ

= m= Harbour
=== Energy

Disclaimer

Harbour Energy plc, registered in Scotland with company number SC234781. Registered office: 4th Floor, Saltire
Court, 20 Castle Terrace, Edinburgh, EH1 2EN, Scotland.

The information in this email and any attachments are confidential and intended solely for the use of the
individuals or entities to whom the email is addressed. If you are not the intended recipient, please notify the
sender by telephone immediately and delete all copies of this email on your computer system.

Harbour Energy has taken reasonable precautions to ensure that this email and any attachments do not contain
software viruses but we cannot guarantee that they are virus-free and do not accept liability for any damage
sustained as a result of software viruses.

KAAKAAKRKAKRKAKRKAKRAAKRKAAKRKAKRKAAKRKAARKAARKAAA KA R hA A hdkhkhhkhdhkhxhkhkhkhkhkhkkhhkkikhkikhktx

This e-mail (and any files or other attachments transmitted with it) is intended solely for the attention of the
addressee(s). Unauthorised use, disclosure, storage, copying or distribution of any part of this e-mail is not
permitted. If you are not the intended recipient please destroy the email, remove any copies from your system
and inform the sender immediately by return.
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Communications with the Scottish Government may be monitored or recorded in order to secure the effective
operation of the system and for other lawful purposes. The views or opinions contained within this e-mail may
not necessarily reflect those of the Scottish Government.
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Disclaimer

Harbour Energy plc, registered in Scotland with company number SC234781. Registered office: 4th Floor, Saltire
Court, 20 Castle Terrace, Edinburgh, EH1 2EN, Scotland.

The information in this email and any attachments are confidential and intended solely for the use of the
individuals or entities to whom the email is addressed. If you are not the intended recipient, please notify the
sender by telephone immediately and delete all copies of this email on your computer system.

Harbour Energy has taken reasonable precautions to ensure that this email and any attachments do not contain
software viruses but we cannot guarantee that they are virus-free and do not accept liability for any damage
sustained as a result of software viruses.
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This e-mail (and any files or other attachments transmitted with it) is intended solely for the attention of the
addressee(s). Unauthorised use, disclosure, storage, copying or distribution of any part of this e-mail is not
permitted. If you are not the intended recipient please destroy the email, remove any copies from your system
and inform the sender immediately by return.

Communications with the Scottish Government may be monitored or recorded in order to secure the effective
operation of the system and for other lawful purposes. The views or opinions contained within this e-mail may
not necessarily reflect those of the Scottish Government.
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Disclaimer

Harbour Energy plc, registered in Scotland with company number SC234781. Registered office: 4th Floor, Saltire
Court, 20 Castle Terrace, Edinburgh, EH1 2EN, Scotland.

The information in this email and any attachments are confidential and intended solely for the use of the
individuals or entities to whom the email is addressed. If you are not the intended recipient, please notify the
sender by telephone immediately and delete all copies of this email on your computer system.

Harbour Energy has taken reasonable precautions to ensure that this email and any attachments do not contain

software viruses but we cannot guarantee that they are virus-free and do not accept liability for any damage
sustained as a result of software viruses.
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DECC 10 - ORIGINAL - 202500476205 - Briefing from Harbour Energy - A proposal for government on ESIM

amendment - sent 9 May - attachment to DECC 9.

Aim: In response to the volatile market conditions following Trump's tariffs and need to support
domestic supply, amend the ESIM so that it can be triggered by either 6 months of brent being
below $76.12 or gas below 59p/therm.

Argument

* The Prime Minister acknowledged that global conditions have fundamentally changed
following the tariffs introduced by President Trump on 2 April, creating significant economic
and security risks

s  Currently, over 70% of UK energy is derived from oil and gas. The UKCS supplies just under half
of the UK gas demand, however the rest is imported, including nearly 20% from the US,
exposing the UK to supply vulnerabilities.

* The EPL was introduced after the UK had seen oil prices of around $117 per barrel, we are now
at around half that price.

* Domestic oil and gas companies are on the brink; the punitive EPL fiscal regime and now
current low prices are forcing companies into cost-cutting, risking jobs and future production,
thereby threatening energy security and wider supply chain stability.

* Why does this matter? It is not just O&G jobs which are at risk here. There is a much wider
threat to the supply chain industry, over 90% of the UK energy supply chain say revenues from
oil and gas are of critical importance in enabling projects including renewables and low
carbon. OEUK data shows that a more supportive fiscal framework could unlock UK
investment of over E200bn by 2035 in the Morth Sea, including from further domestic O&G
production.

The current ESIM process for removing the EPL doesn't work in the context of the current global
instability.

* The Energy Security Investment Mechanism (ESIM), introduced in Jlune 2023, triggers the
removal of the EPL after six consecutive months of average prices being below $76.12/bbl of ail
and £0.59/therm of gas (2025 - 2026 prices).

* Brent has been below the ESIM threshold for a full 6 months now and is currently sitting around
20% below the 2025 threshold price.

* (53as prices now reflect a new normal following the Ukraine invasion and unless there is a
significant global shift, there will not be a return to former gas levels. This is because of
reduced Russian gas supply, increased global competition for LMG supply, LNG infrastructure
costs and continued geopolitical volatility. Current gas prices, however, are not nowhere near
the windfall gains or the prices seen in 2022,

« HMT, in its EPL successor consultation, has now recognised that oil and gas markets are
distinct. The ESIM, therefore, is flawed and should be amended to trigger based on either
metric inde pendently, aligning with HMT's current consultation position.

* (Given that the commodity prices are now below March OBR levels, HMT is unlikely to receive
the tax receipts forecasted, however, removal will not only protect jobs and investment, but
also longer-term future tax revenues.
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How could this be achieved?

Amend the ESIM so that it can be triggered if either the average oil price or the average gas
price stays below the threshold for the required 6-month reference period, instead of
requiring both prices to be below the thresholds. At which point the whole EPL (i.e. covering
both commodities) would fall away.

Either:

+ Lsing the powers conferred by 5.178 (3), use a Megative Sl to amend calculations for 5. 17 A
and 17 B in the Energy (Oil and Gas) Profits Levy Act 2022, so that either the average price of
oil or the average price of gas over the same period triggers the ESIM.

OR:

* Inprimary legislation, most likely the Finance Bill, following the Comprehensive Spending
Review (or Autumn Budget) although could review if within scope of Great British Energy Bill,
amend 5.174 and 5.17B so that the ESIM applies if either (a) the average price of oil over a
reference period, or (b) the average price of gas over the same period are at or below the
ESIM triggers thresholds.

* ‘We argue that both of these options should include the current period of low oil prices
in the calculation.

* |mmediately legislate for the EPL successor regime in the Autumn finance bill following the
HMT consultation (as planned) and implement at once, providing the protective cover for
taxpayers for if we do see future ‘unusually high prices”.

Adhering to the Manifesto commitments

*  The Labour Manifesto confirms that Labour would retain the Energy Security Investment
Mechanism.

*  The Labour government can say that if the EPL is lifted after 6 months because of a change
to the ESIM, it means the levy was removed automatically, not because the government
decided to do so.

Still providing fair protection for HMT and taxpayers

*  The average price of each commuodity must stay below the threshold for six straight months
for the mechanism to work.

= Ayerage Oil prices have been below $76.12 for two months, so the earliest the mechanism
could be triggered (if changed) is mid-September.

*  We recommend starting the new EFL successor regime as soon as it is passed in the
Autumn Finance Bill. Therefore, very shortly after the ESIM could theoretically be triggered,
taxpayers will be protected, but also HMT can rely on additional tax revenue in the case of
unusually high prices.

It is not a knee jerk reaction
* ‘The world has changed’, however, to ensure that the removal is not a knee jerk reaction as a

result of sudden market volatility, the 6-month reference period would still have to be
adhered within the mechanism.
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DECC 11 - ORIGINAL - 202500476205 - Briefing from Harbour Energy - Scottish Government O&G team
briefing - sent 9 May — attachment to DECC 9.

Scottish Government EPL Briefing

EPL Impacts on Harbour Energy — why have we had to make these
decisions?

The impact of the EPL on Harbour has been significant

Effective tax rate of between 93% - 156% - how does this work if the EPL is only at 78%?

Since the EPL was introduced, our effective tax rate has ranged from 93% to 156% in the UK. Because of this, we
have not reported any positive earnings in the last three reporting periods.

In 2024, our effective tax rate was 108%. This includes the results from our international portfolio following the
Wintershall DEA acquisition. In the UK alone, our standalone effective tax rate was even higher at 156%.

There are two main reasons why our tax rate is so high:

1. Limited tax deductions: Not all of our costs can be fully deducted for tax purposes. For example, we can
only deduct 40% of decommissioning and 30% of finance costs, instead of the full 78%. This increases

our tax liability.

2. Changes in the EPL: Each year, changes to the EPL have force us to revalue our deferred tax positionson
our balance sheet. This results in exceptional charges. We expect another such charge in 2025 because
the extension of the EPL to March 2030 was only confirmed this year.

When the headline rate is as high as 78% and significant costs like decommissioning are not fully tax deductible
— especially as these costs are rising — our tax rate therefore can rise rapidly. This is not a sustainable position to
remain in until 2030.

Confidential and sensitive information

[Redacted - R.10(5)(f)]

Production

UK projects must compete for capital with our international portfolio, so projects in markets that have a more
favourable fiscal framework will win out. As result of the EPL, there are fewer projects which pass our economic
metrics and can compete for that capital. [Redacted - R.10(5)(f)]

Confidential - sensitive information

e [Redacted - R.10(5)(f)]
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Fig.1

Contrasting investment levels between the UK and Norway

UK 2025-2035 Capex Investment Forecast! Norway 2025-2035 Capex Investment Forecast!
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Average annual UK outlay over the next 10 years $3.2 billion vs $9.2 billion for Norway

Decreased commodity price = threat to cash flow

We are now in a $60/bbl oil world — not the $117/bbl world post Ukraine. Between low commodity prices and
high taxation, oil and gas companies are being squeezed out of existence. We last saw these prices in during the

COVID pandemic. This is unsustainable and will just be the tipping of the iceberg for the sector.

Confidential — sensitive information

Jobs

[Redacted - R.10(5)(f)]

[Redacted - R.10(5)(f)]

Currently the oil price is averaging around $72.50 per barrel over the past six months (as of May 5). This
is below the required price level used in the Energy Security Investment Mechanism (ESIM) for the
correct period of time.

Despite the lower oil prices, however, the windfall tax remains in effect because gas prices are still
above 59 pence per therm, and the tax is only triggered by both oil and gas price thresholds (a double
trigger).

In 2023, Harbour had to announce job reductions of 350 staff, and with the further announcement this
week of a 25% reduction of our onshore workforce, will take us to 600 roles cut since the EPL was
introduced.

According to the Aberdeen and Grampian Chamber of Commerce (AGCC) and the OEUK, declining

investment and exploration due to an unstable fiscal environment has actually led to nearly 10,000 jobs
lost in the industry and the supply chain since the introduction of the EPL.
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HBR DESNZ Consultation Response — Summary
Background

Even as the UK approaches 2050, hydrocarbons will remain essential for powering key industries, heating
homes, generating electricity, and fuelling transport and aviation. So, it stands to reason that if we need oil &
gas, sourcing it domestically is better for jobs, better for emissions, provides significant income to HM
Treasury, and is crucial for enhancing energy security.

In the UK, the oil & gas industry employs 200,000 people, both directly and indirectly, as well as supporting a
globally admired and sought-after energy supply chain.

The fundamental premise of the Government’s consultation positions the UK Continental Shelf (UKCS) in
unstoppable decline and suggests that focus should solely shift to a renewable future for the basin, and the
UK. It is our view that this presumption is deeply flawed.

The North Sea and UKCS remains highly investible. However, prolonged fiscal uncertainty and a punitive tax
regime have made it increasingly difficult for the basin to compete for global capital. In contrast, other global
markets — such as the Norwegian Continental Shelf (NCS) — have benefited from stable fiscal frameworks,
enabling sustained investment and slowing production decline. Without urgent action, the lack of
investment in the UKCS will accelerate decline, putting a vital UK industry — and the thousands of jobs that
depend on it — at risk.

The energy transition is coming; however, we must also prioritise our energy security. Renewables will form
a significant part of our future energy generation, however it’s simply not feasible to rely on them in the
short to medium term. Oil & gas and renewables should not be viewed as mutually exclusive. We must
continue to invest in both industries to ensure a smooth transition from hydrocarbons to renewables,
giving time for clean industries and supply chains to grow, while still supporting long-term energy security,
and allowing for oil & gas workers to transition into the green jobs, when they are available.

Policy Recommendations:

1. Remove the Energy Profits Levy (EPL) immediately, returning the headline tax rate to 40%, and
implement a fair successor regime as soon as is possible.

2. Provide clarity on Scope 3 emissions requirements and the impacts on future projects, by publishing the
government response to the Finch consultation by at least Q3 this year.

3. Retain a pragmatic approach to licensing, including out of round licensing, near-field licensing and field
extensions, allowing companies like Harbour Energy to maximise the resources available within the UKCS
and more fully utilise existing infrastructure, supporting energy security and sovereignty.

4. Maintain the NSTA’s current MER objective as the core priority. Conduct a comprehensive industry
consultation, before implementing any reforms to the NSTA’s mandate, especially in the case of
balancing the objective of supporting future production with Net Zero requirements.

5. Expedite the Track 2 industrial cluster process, to allow companies like Harbour Energy to move into the
next investment stages on vital CCS projects.
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Oil & gas to 2050 and beyond: meeting the domestic demand

A Basin That Remains Highly Investible

Resource Potential:

o The UKCS still holds significant hydrocarbon unexploited potential, with over 3 billion barrels of oil
equivalent (oil+gas) proven and probable reserves (2P) according to technical estimates from the NSTA’s
Annual Reserves and Resources Report. These are linked to existing plans and have a strong likelihood of
being produced.

o This is the equivalent of 7 years of production (at current UKCS production rates).
o At 2024 import levels this will be equivalent to approximately 10 years of import of crude oil +
NGL. Data here.

o There are further 6 billion barrels equivalent of contingent resources (2C) which are the best estimate
of what it can be recovered but are subjected to project approval uncertainty due to technical,
economic and regulatory factors.

o Ifthese 2C resources were to materialise in favourable legislative and economic conditions,
these would be the equivalent of producing 14 years (At 2024 UKCS production levels).

o Further exploration efforts could unearth 3.5 billion barrels of prospective resources, extending
production (at current levels).

o To put this in to context: Just the volume of one average size wells that Harbour Energy is giving up in
our work plans - which is 10 million barrels of oil equivalent (mmboe) - would be equivalent to
generating 16,282,000 megawatt-hours (MWh) of electricity. To put that into perspective, this amount
of energy is enough to power Heathrow Airport for about 60 years.

Economic Benefits: Accessing these resources would help the UK reduce reliance on imports, support the

economy, and provide significant tax revenues. Further hydrocarbon field developments could add an

additional £150 billion to the UK economy.

Gas Resources: Despite claims that the UKCS is primarily oil-focused, there is significant potential for gas

recovery. Recent discoveries, such as the Selene prospect, highlight ongoing opportunities.

Meeting Domestic Demand

Essential Role of Hydrocarbons: As the UK approaches 2050, hydrocarbons will remain crucial for
powering key industries, heating homes, generating electricity, and fuelling heavy transport. The
Committee on Climate Change (CCC) sthat even in 2050, nearly a quarter of our energy will still come
from oil and gas.

Future Requirements: According to Offshore Energies UK (OEUK), the UK will require approximately 15
billion barrels of oil equivalent until 2050.

Production Decline: The accelerated and forced annual production decline has resulted in the UK
transitioning from an exporter to a net importer of liquids and gas, with production declining on average by
9%, outpacing the 4% annual reduction in demand.

Domestic Production Benefits: Sourcing these needs domestically is crucial for enhancing energy security.
Domestic oil and gas production supports hundreds of thousands of jobs, reduces emissions compared to
imports, underpins the shared energy supply chain essential for the clean energy transition, and generates
vital tax revenues for funding green technologies.

Complementary Energy Sources: The UK should not view hydrocarbons and renewables as mutually
exclusive. Instead, they complement each other in the energy landscape. The transition is about "energy
addition", where renewables grow alongside traditional fuels.

Homegrown Energy Powers a Stronger UK

Energy Security Concerns: The world is grappling with critical energy security questions: the origin and
reliability of our energy supply, and our ability to meet current and future demand. These questions
necessitate a candid discussion about the role of oil and gas in our energy mix.

42


https://view.officeapps.live.com/op/view.aspx?src=https%3A%2F%2Fassets.publishing.service.gov.uk%2Fmedia%2F67e289ef148bef6fa4cfda73%2FET_3.1_MAR_25.xlsx&wdOrigin=BROWSELINK

Reliance on Imports: Britain must consider whether it can always rely on interconnectors, trust nations that
could use energy as a trade bargaining power or depend on dirtier LNG from unfriendly foreign powers.
Domestic Production Importance: The conflict in Ukraine has underscored the risks of relying on unfriendly
or unpredictable foreign nations for energy. The UKCS produces 55% of the UK’s natural gas demand and
66% of primary oil demand. Almost all domestically sourced gas is consumed in the UK, making the country a
net importer to meet demand.

Government Priorities: To mitigate this vulnerability, the government should prioritise maximising domestic
energy production. While the 2030 clean energy plan is ambitious, it’s crucial to recognise that oil and gas
will remain essential for decades to come. Investing in the UKCS can help reduce reliance on imported fuels
such as LNG, but this without a supportive fiscal and regulatory environment, this will be impossible.

Stability of Supply

Reliable Energy Mix: Meeting current and future energy demands requires a reliable mix of energy sources.
The government's Clean Power 2030 Action Plan acknowledges the need for strategic gas reserves beyond
2030, with gas-fired generation still being used for at least 47% of annual operating hours in 2030.
Hydrocarbon-Based Electricity: Instances of "dunkelflaute," where renewable energy output is severely
reduced, highlight the necessity of hydrocarbon-based electricity when renewable sources areinsufficient.
Parallel Approach: A parallel approach is needed: transitioning to cleaner technologies while continuing oil
and gas production to ensure economic stability and support growth ambitions.

Protecting and Creating High-Value Jobs

Economic Impact: The oil and gas sector supports 200,000 jobs across the UK, with 120,000 directly
employed and 80,000 induced jobs through the economic activity of these workers.

Regional Employment: In Scotland, around one in 30 jobs in the country’s entire workforce are either
directly or indirectly employed by the industry, predominantly in Aberdeen and the North-East of Scotland.
Investment Decline: Declining investment and exploration, especially over recent years due to an
unjustifiable fiscal environment and unfavourable attitudes towards the industry, have led to significant job
losses.

Energy Profits Levy: The high energy profits levy and low global commodity prices are forcing companies to
consider drastic cost-cutting measures, which may involve job reductions. This results in a loss of valuable
and transferable skills while companies shift their operational focus and investment to markets with more
favourable fiscal and licensing regimes.

Putting the UK Energy Supply Chain at Risk

Vital Supply Chain: The UK’s energy supply chain is vital to the oil and gas sector, supporting thousands of
jobs. However, a lack of investment in the UKCS is putting this at risk.

Revenue Sources: OEUK’s 2025 Supply Chain Report shows that 80% of supply chain revenue comes from oil
and gas, with 40% of companies reporting worsening conditions and nearly 90% seeing growth only through
overseas markets.

Strategic Investment: Strategic investment in oil and gas is essential to maintain a resilient, cross-energy
supply chain. Without it, many companies could vanish before a strong green economy emerges,
threatening the UK’s ability to deliver on its 2030 clean power goals.

Increased costs and waits: Lead times for key materials such as umbilicals and flexible products have
stretched to two years, and providers of diving support vessels (DSVs) and construction support vessels
(CSVs) are moving their fleets to other markets. We’re also seeing this in the costs for Anchor Handling
Vessels (ACH), which have increased in cost by threefold from £50,000 per day, to over £150,000 perday.

Domestic vs International Emissions

Emissions Impact: Reducing domestic oil and gas production increases reliance on higher-emitting imports.
The UK compensates for the loss of domestic supply by importing liquefied natural gas (LNG) from the US
and Qatar, which has roughly four times the carbon emissions per barrel compared to UK-produced gas.
Compatibility with Climate Goals: New oil and gas licences are compatible with the UK Climate Change Act
2008 and the Climate Change Committee’s Seventh Carbon Budget. They reduce reliance on dirtier imports
and help lower the UK’s overall carbon emissions.
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A Major Source of Tax Revenue and Economic Stability

e Tax Contributions: Domestic oil and gas production supports UK plc, providing tax revenues
to HM Treasury, creating jobs, and supporting UK energy security. The sector has
contributed £450 billion in tax revenue over the last 50 years.

e Fiscal Regime Impact: The unstable fiscal regime is having far-reaching impacts on the
UK’s oil and gas industry. Since the introduction of the Energy Profits Levy (EPL) in
2022, the industry has seen multiple changes to the tax regime, leading to a significant
projected fall in capital investment.

The Unseen Price to Be Paid if We Lose a Vital Sector

e Risks of Decline: Without a thriving oil and gas sector, the UK risks energy security, job losses,
and
irreversible damage to industrial communities. The sector’s decline also threatens the
cross-sector supply chain fundamental to the cleaner energy transition.

e Decommissioning Costs: From 2025 onward, much of the sector's activity will shift to
plug and abandonment (P&A) work, which generates no tax revenue. Decommissioning
tax relief alone will cost the Exchequer £10.8 billion.
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DECC 12 - ORIGINAL - 202500476205 - Briefing from Harbour Energy - A proposal for

government on ESIM amendment - Updated - sent 12 May - attachment to DECC 9.

Aim: In response to the volatile market conditions leading to low commeodity prices and the need
to support domestic supply, amend the Energy Security Investment Mechanism (ESIM) so that it
can be triggered by gither 6 months of brent being below $76.12 or gas below 59p/therm.

Argument

Global energy markets fundamentally shifted after the Ukraine war, but more recently
commeodity prices have significantly dropped due to USA tariffs, slowing growth rates, and
OPEC’s decision to boost production.

Currently, over 70% of UK energy is derived from ocil and gas. The UKCS supplies just under half
of the UK gas demand, however the rest is imported, including nearly 20% from the U5,
exposing the UK to supply vulnerabilities.

The Energy Profits Levy (EPL) was introduced after the UK had seen oil prices of around 5117
per barrel, we are now at around half that price.

Domestic cil and gas companies are on the brink; the punitive EPL fiscal regime and now
current low prices are forcing companies into cost-cutting, risking jobs and future production,
thereby threatening energy security and wider supply chain stability.

Why does this matter? It is not just O&G jobs which are at risk here. There is a much wider
threat to the supply chain industry, over 20% of the UK energy supply chain say revenues from
oil and gas are of critical importance in enabling projects including renewables and low
carbon. OEUK data shows that a more supportive fiscal framework could unlock UK
investment of over £200bn by 2035 in the North Sea, including from further domestic O&G
production.

The current ESIM process for removing the EPL doesn’t work in the context of the current global
instability.

The ESIM, introduced in June 2023, triggers the removal of the EPL after six consecutive
months of average prices being below $76.12/bbl of oil and £0.59/therm of gas (2025/26
thresholds).

Brent has been below the ESIM threshold for a full & months now and is currently sitting around
20% below the 2025/26 threshold price.

Gas prices now reflect a new normal following the Ukraine invasion and unless there is a
significant global shift, there will not be a return to former gas price levels. This is because of
reduced Russian gas supply, increased global competition for LMG supply, LNG infrastructure
costs and continued geopolitical volatility. Current gas prices, howewver, are not nowhere near
the windfall gains or the prices seen in 2022,

HMT, in its EPL successor consultation, has now recognised that oil and gas markets are
distinct. The ESIM, therefore, is flawed and should be amended so that the whole EPL removal
iz triggered based on either of the prices, aligning with HMT's current consultation position.
Given that the commodity prices are now significantly below March OBR levels and companies
are reducing their activities, HMT is unlikely to receive the tax receipts forecasted. Removal
will not only protect jobs and investment, but also longer-term future tax revenues.
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How could this be achieved?

Amend the ESIM so that it can be triggered if either the average oil price or the average gas
price stays below the threshold for the required 6-month reference period, instead of
requiring both prices to be below the thresholds. At which point the mechanism requires HMG
to legislate full EPL to drop away as per S.17A(2).

Either:

OR:

Using the powers conferred by 5.17B (3) of the Energy (Oil and Gas) Profits Lewvy Act 2022
{the EPL Act), use a Megative Sl to amend calculations for 5. 17 A and 17 B the Act, so that

either the average price of oil or the average price of gas over the same period triggers the
ESIM.

In primary legislation, most likely the Finance Bill, following the Comprehensive Spending
Review (or Autumn Budget), amend S.17A and 5.17B so that the ESIM applies if either (a) the
average price of oil over a reference period, or (b) the average price of gas over the same
period are at or below the ESIM triggers thresholds.

We argue that both options should include the current period of low oil prices in the
calculation, and must also be reflected in legislation for amending 5. 1(3)(b) , 5.7(2) and
5.16 of the EPL Act, as per 5. 17A (2) of the same Act.

Immediately legislate for the EPL successor regime in the Autumn finance bill and post HMT
consultation (as planned) and implement as soon as feasible, providing the protective cover

for taxpayers for if we do see future ‘'unusually high prices.

Adhering to the Manifesto commitments
The Labour Manifesto confirms that Labour would retain the ESIM.
The Labour Government will be able to say that if the EPL is lifted after 6 months because of a

change to the ESIM, it means the levy was removed automatically, not because the Government
decided to do so.

Still providing fair protection for HMT and taxpayers
The average price of each commodity must stay below the threshold for six straight months for
the mechanism to work.

Average oil prices have remained below the threshold for the required six months, which should

be reflected both in the ESIM calculation and in the legislation mandating the removal of the
EPL.

We recommend legislating for the new EPL successor regime as soon as possible, likely in the
Auturmn Finance Bill, and implementing whenever feasible. Therefore, very shortly after the
ESIM could theoretically be triggered, taxpayers will be protected, but also HMT can rely on
additional tax revenue in the case of 'unusually high prices’.

Itis not a knee jerk reaction

‘The world has changed’, however, to ensure that the removal is not a knee jerk reaction as a
result of sudden market volatility, the 6-month reference period would still have to be adhered
within the mechanism.
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Engagement title’

Roundtable discussion hosted by Aberdeen City Council (ACC)
on the Energy Profits Levy (EPL)

Engagement type

Roundtable discussion

Date and time

14 May 2025
11:30 - 12:30

N.B. This date coincides with the annual All Energy Conference
in Glasgow (DFM giving keynote address).

Venue

Microsoft Teams (link in diary invite)

Background and
purpose

ACC wrote to FM on 20 August 2024, prior to the UK Autumn
Budget, seeking a meeting to discuss the Energy Profits Levy.

You responded on 17 September accepting this and proposing
a roundtable format.

It has subsequently proven challenging to secure a mutually
acceptable time slot for the session. This means that the policy
context has now moved on substantially.

Attendees

The meeting will be hosted by ACC Co-Leader Christian Allard

Full list of attendees can be found on page 5

Official support

[Redacted - R.11(2)], Head of Energy Industries Transition Policy
and Funding, [Redacted - R.11(2)]

[Redacted - R.11(2)], Senior Policy Officer, Offshore Oil and
Gas, [Redacted - R.11(2)]

[Redacted - R.11(2)], Policy Adviser, Tax Strategy & Tax
Devolution, [Redacted - R.11(2)]

Media handling

N/A

" This cover page should be used for every briefing. Please ensure it is one page only.
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EVENT PROGRAMME/AGENDA

The meeting will be chaired by Cllr Allard.

The list of attendees has been provided by ACC, SG had no input into this.

Agenda:

1. Welcome
2. Brief introductions from Cllr Allard & Cab Sec FLG
Suggest points for intro:

o Thankyou to Cllr Allard and to attendees for joining this morning
o Today’s eventis a chance for me to hear from yourselves on your views around the
fiscal regime, both current and future, for North Sea oil and gas.
o Your views are important to Scottish Government and we recognise the
significance of this fiscal regime for the North East and Scotland as a whole.
o However, as we are all aware, the North Sea fiscal regime is a reserved matter. |
would very much encourage you to consider submitting your views to the current
HMT-led consultation on the design of a future regime.
3. Current EPL (as announced at 2024 UKG Autumn Budget):
e |mpactin Aberdeen
e How have stakeholders engaged/highlighted concerns to UKG
e \What can stakeholders do to adapt to ensure successful transition
4. Current (open until 28 May) HMT consultation on future oil and gas price mechanism
(i.e. post EPL)
e How are stakeholders engaging
e |nitial thoughts on future regime & how can stakeholders help support energy
transition

[Redacted - R.10(4)(e)]

DFM met with Harbour Energy on 8 May to discuss the announcement on job losses. [Redacted
- R.10(4)(e)]

AGCC have now also written to FM (13 May) highlighting their concerns with the EPL and the
impact on the North East.

In response to the Harbour Energy announcement DFM said:

“l am deeply concerned to see Harbour Energy announce plans to cut 250 jobs from its
headquarters in Aberdeen, and my thoughts are, first and foremost, with the workforce.
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“l am disappointed that this news has come in the face of ill-judged UK Government policy, and
that Harbour Energy may also review their support for carbon capture and storage due to
damaging delays to the CCS Track 2 process.

“For many decades, both Labour and the Tories have raided Scotland’s energy revenues,
treating Scotland’s oil and gas industry as a cash cow but the jobs associated with it as
expendable.

“The UK Labour Government’s approach is not providing the industry with either certainty or
stability, and, as trade unions are warning, means that job losses in Aberdeen could run into the
tens of thousands.

“What we are now seeing in Scotland is a Labour UK Government which saved jobs in
Scunthorpe, not Grangemouth, and is now stubbornly refusing to move on an approach which is
in direct opposition to supporting jobs and the just transition, safeguarding energy security or
lowering bills. In fact, rather than a fair transition which supports workers to re-skill, Labour’s
approach has led to a cliff edge of job losses in Aberdeen.

“l will be engaging further over the coming days with energy companies and producers, trade
unions, workers, and all those who may be affected by this decision.”

In terms of approach to the session from SG’s perspective, officials would draw Cab Sec’s
attention to; i) the UKG now being in a phase of consultation (open until 28 May) on the design of
a future fiscal regime and ii) [Redacted - R.10(4)(e)]

[Redacted - R.10(4)(e)]
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BIOGRAPHIES/ ATTENDEES
Cllr Christian Allard, Co-leader Aberdeen City Council

Cllr Christan Allard was appointed Co-Leader of ACC on 23 May 2023.
He was elected as a Scottish National Party (SNP) Member of the
European Parliament (MEP) for Scotland constituency in the 2019
European Parliament election, serving until the 31 January 2020 when
the Brexit process was completed. He is also a former Member of the
Scottish Parliament (MSP) for the North East Scotland region
2013-2016 and has been a councillor for Aberdeen City Council since
2017.

Full list of attendees:

Organisation Name Position
Aberdeen and Grampian Chambers | Ryan Crighton Policy and Marketing Director
of Commerce
Harbour Energy Scott Barr Managing Director and
Harbour Energy UK Business
Energy Transition Zone Neil Young Director Investment and
Development
Flotation Energy [Redacted - R.11(2)] | Chief Technology Officer
Great British Energy Paul Addison Director for Policy and
External Affairs
Net Zero Technology Centre Stephen Sheal Director of Government
Relations.
North East of Scotland College Duncan Abernethy | Assistant Principal —
Curriculum and Commercial
Development
North Sea Transition Authority [Redacted - R.11(2)] | Director of Policy and Strategy
OEUK [Redacted - R.11(2)] | Fiscal &Investor Relations
Manager
RGU [Redacted - R.11(2)] | Principal Project Manager,
RGU Energy Transition
Institute
Scottish Enterprise [Redacted - R.11(2)] | Head of Energy Transition
Scottish Property Federation Stuart Oag Chair
Skills Development Scotland [Redacted - R.11(2)] | Head of Skills — Growth and
Inward Investment
Aberdeen Cyrenians Donna Hutchison CEO
University of Aberdeen John Underhill Interdisciplinary Institute
Director — Energy Transition
ACC lan Yuill Co-Leader
Christian Allard Co-Leader
Martin Greig Cllr
Miranda Radley Clr
Angela Scott Chief Executive
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Gale Beattie

Executive Director City
Regeneration and
Environment

Julie Wood

Chief Officer City
Development Regeneration
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SUMMARY OF KEY ISSUES

Background

Aberdeen City Council (ACC) wrote to FM on 20 August 2024, prior to the UK Autumn Budget,
highlighting concerns with the Energy Profits Levy (EPL) and the impact on the North-East.

Kevin Stewart MSP and Aberdeen and Grampian Chamber of Commerce also wrote at around
the same time highlighting similar concerns.

You responded on 17 September and proposed a roundtable format to hear and discuss these
concerns.

Current EPL regime

At the UK Autumn Budget on 30 October 2024, the Chancellor announced (or confirmed):

V) The rate of the EPL will increase by three percentage points to 38%. This
was previously announced in July 2024. The EPL sits on top of corporation
tax, leading to a headline rate for affected businesses of 78%.

Vi) The EPL will now end on 31 March 2030, a year later than the previously
planned date (which had itself been extended by one year under the
previous UK Government). This was previously announced in July.
However, it remains the case that the EPL will end sooner if oil and gas
prices both fall to, or below, the prices thresholds set by the Energy
Security Investment Mechanism (ESIM). Global oil prices are currently
(and have been for some months) under the ESIM threshold, but gas
prices are well above this.

vii) Removal of the EPL’s main 29% investment allowance. However,
following a programme of engagement with the sector, the UK
Government made no additional changes to the availability of capital
allowances in the EPL.

viii)  The EPL’s decarbonisation investment allowance will be set at 66% to
ensure companies benefit from broadly the same level of tax relief per
£100 of decarbonisation investment after the rate of EPL increases.

The changes took effect from 1 November 2024.
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Consultation on future fiscal regime

On 5 March 2025 HMT launched a consultation on the future fiscal regime for North Sea oil and
gas. This sets out the UK Government’s policymaking objectives and design options for the new
mechanism and invites stakeholder feedback.

The UK Government indicates that it will look to work together with the oil and gas sector and
others to ensuring all views will be taken into consideration. [Redacted - R.10(4)(e)]

The UK Government have developed five key policy making objectives that will guide the design
of the new mechanism:

Deliver a fair return on the UK’s resources at times of unusually high prices
Be predictable and provide certainty

Minimise distortions on investment decisions

Minimise additional administrative burdens for taxpayers and HMRC
Recognise the difference between oil and gas markets

O O O O O

They are consulting on two models. The first, a revenue-based model (RBM) that would target
the excess revenue a company receives for its oil and gas sold above threshold prices. The
second, a profit-based model (PBM) that would target a proportion of profits deemed to arise
from unusually high prices by reference to ‘average market prices’ and the thresholds

e Revenue-based model (RBM): A RBM would identify the revenue above the thresholds
(oneforoiland onefor gas) and apply the tax to this element. For example, if the threshold
was $2 a barrel of oil and a barrel of oil is sold for $3, then revenue of $1 would be subject
to the RBM.

o Profit-based model (PBM): To effectively target gains from unusually high prices and
ensure the mechanism only applies when prices are unusually high, the PBM will identify
a proportion of profits that will be deemed attributable to price shocks. This will be
calculated by comparing an ‘average market price’ with the thresholds. The proportion
that the ‘average market price’ is above the threshold will apply to the profit figure. The
PBM will apply to that element of profit that has been deemed to arise from unusually
high price.

[Redacted - R.10(4)(e)]

The closing date for the consultation is 28 May.

Relationship to other UKG consultation on North Sea oil and gas policy

The HMT-led consultation on a future fiscal regime was launched alongside of another, DESNZ-
led, one on a range of matters around policy and regulatory regimes for the future of the North
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Sea (including implementation of a UK Government policy to issue no new licenses for new
exploration).

The DESNZ-led consultation closed on 30 April (i.e. around a month earlier than the HMT-led
one). Scottish Government did not formally engage in this consultation.

[Redacted - R.10(4)(e)]
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ANNEX A -Top Lines

TOP LINES

EPL / UK FISCAL REGIME

We continue to call on UK Government to listen carefully to concerns being expressed by

businesses around the impacts of its Energy Profits Levy.

The fiscal regime for offshore oil and gas, as is also the case for the regulatory regimes around
licensing and consenting, is reserved to the UK Government.

The EPL was always supposed to be a temporary measure and we must see an end date, as
itis now affecting investment and jobs in the North East.

Given that we are now seeing adverse effects of this policy, the UK Government should be
considering when the earliest possible end date could be - in order to avoid more decisions
like the one seen last week.

The UK Government must urgently work with industry, through its current consultation [open
until 28 May] and more widely, to set out a stable, long-term fiscal regime for the North Sea.
The aim must be to give the offshore energy sector much needed certainty and treat it fairly
alongside other parts of the UK economy.

The UK Government has acted swiftly to save industry in Scunthorpe and has backed carbon
capture projects south of the border. It is now vital that they also take action to support
Scotland’s energy industries, including at Grangemouth and the essential Acorn CCUS
project, to avoid a cliff-edge of job losses and to invest in a just transition.

The Scottish Government has supported the Energy Profits Levy - at its original rate and

duration.

We do not, however, support the recent changes - including the extension to March 2030 and
increase in rate (from 35% to 38%) confirmed at last year’s UK Autumn Budget.

OFFSHORE OIL AND GAS POLICY POSITION

We’re clear in our support for a just transition for Scotland’s oil and gas sector, which

recognises the maturity of the North Sea basin and is in line with our climate change
commitments.

Offshore oil and gas licensing, as well as consenting and the associated fiscal regime, are all
matters that are currently reserved to the UK Government.

Any further extraction and use of fossil fuels must be consistent with Scotland’s climate
obligations and just transition commitments. It’s vital that we take an evidence-based
approach to the energy transition.

There is an urgent need to transition from fossil fuels globally if Paris Agreement goals are to
be met. We are not going to deny the climate science that clearly shows the crisis we all are
facing.

We’ve also got to have a just transition. | saw the damage Mrs Thatcher did to communities
when she threw thousands of workers on the scrapheap.
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A just transition does not mean simply stopping all future oil and gas activity overnight. That
would be wrong — and could threaten energy security while destroying the very skills we need
to transition.

That is why we continue to call on UK Government to approach decisions for North Sea oil
and gas projects on rigorously evidence-led, case by case, basis — with climate compatibility
and energy security key considerations.

At the heart of our approach is ensuring a just transition for Scotland’s valued and highly
skilled oil and gas workforces to a net-zero future.

SG’s ENERGY STRATEGY

The judgements and issues in the Energy Strategy and Just Transition Plan are informed

and influenced by a range of ongoing developments in the UK Government’s energy policy,

as well as recent court decisions.

We are taking time to reflect on the ongoing developments before drawing any conclusions
and publishing any final strategy.

JOB LOSSES FROM OIL AND GAS COMPANIES

The Scottish Government is closely monitoring developments around potential job losses

from offshore energy companies and the associated supply chain.

We are aware of reports of jobs being at risk at Harbour Energy.

We are also aware of the challenges currently facing some companies in the supply chain for
the offshore energy sector.

In the unfortunate event of any employees facing redundancy, the Scottish Government will
always offer and provide support through Partnership Action for Continuing Employment,
PACE.

Through providing skills development and employability support, PACE aims to minimise the
time individuals affected by redundancy are out of work.

We are also committed to ensuring the skills, experience and expertise of Scotland’s valued
oil and gas workers is not lost as part of a fair and managed energy transition.

We are supporting workforce transferability in a range of ways, including working with industry
partners on an Energy Skills Passport and with UK Government to develop a Regional Skills
Pilot scheme for Aberdeen City and Aberdeenshire.

IMPACT OF EPL / UK FISCAL REGIME [UKG consultation open till 28 May]

We continue to call on UK Government to listen carefully to concerns being expressed by

businesses around the impacts of the Energy Profits Levy.

UK Government needs to urgently work with industry — through its current consultation and
more widely - to set out a stable, long-term fiscal regime for the North Sea.

The aim must be to give the offshore energy sector much needed certainty and treat it fairly
alongside other parts of the UK economy.
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While we continue to support the Energy Profits Levy at its original rate and duration, we do
not support the extension to March 2030 or the increase from 35% to 38% confirmed in last
year’s UK Autumn Budget.

We were, however, relieved that the UK Chancellor heeded our calls to retain key investment
allowances to support the transition of Scotland’s valued offshore energy industries.

UKG’s CONSULTATION ON FUTURE LICENSING / POLICY [closed 30 April]

We have noted the consultation proposals from UK Government on future policy and

regulatory regimes for the North Sea.

We will now await the UK Government’s consultation response, which must clearly set out
how reserved policy and regulatory levers will be used to deliver a just transition for the North
Sea.

Whilst we have not responded formally to the consultation, we engage regularly with UK
Government on range of energy transition matters.

We continue to call on the UK Government to approach decisions for North Sea oil and gas
licensing on arigorously evidence-led, case by case, basis —with robust climate compatibility
and energy security being key considerations.

UKG’s CONSULTATION ON CONSENTING [closed 8 January]

We have also noted the previous consultation from UK Government on strengthening
climate compatibility for consenting of oil and gas projects, in light of the UK Supreme

Court’s “Finch” verdict.

We have long called for an enhanced climate compatibility approach to North Sea oil and gas
development decisions, which reflects the impacts of emissions from both the production
and consumption of these fuels.

It is important that the UK Government now brings forward updated environmental guidance
as soon as possible, to allow consenting decisions to resume and be made on a basis that is
both transparent and robust.

SKILLS PASSPORT [launched 22 January]

We have welcomed the launch of the initial phase of the Energy Skills Passport and look

forward to seeing further developments in the coming months.

The Passport is a free to use tool, for offshore oil and gas workers to identify training and
qualifications routes into several roles in the offshore wind sector.

The Scottish Government has previously [over 2022-23 and 2023-24] provided £3.7m of
funding, from the Just Transition Fund, to support industry-led development of an Energy
Skills Passport.

More recently, in Autumn 2024, we have welcomed UK Government also coming on board as
a partner in this project.

The initial version of the Passport was launched by the lead industry bodies on 22 January.

58



e ThePassportisone step and onetoolin awiderlandscape of support to ensure that the skills,
experience and expertise of oil and gas workers is not lost as part of a fair and managed
transition to net zero.

e John Boland, chair of the Offshore Co-ordinating Group of Trade Unions said [QUOTE]: “We
welcome the introduction of [the] digital offshore skills passport, after a lengthy process with
employers and training bodies.”

ENERGY TRANSITION FUND

In line with our Green Industrial Strategy, we are continuing to support Scotland’s energy
transition. This includes the development of hydrogen and carbon capture and providing

support for Scotland’s businesses to decarbonise through the allocation of £25m in the

2025-26 Budget.

As part of this allocation, we expect to continue to support the Energy Transition Zone
project with up to £6.5m of funding in 2025-26. The ETZ is helping to transform Aberdeen
and North East Scotland into a globally integrated energy cluster focussed on
accelerating net zero.

Over the period 2021-22 to 2024-25, the ETZ formed one of four major projects supported
through the Scottish Government’s Energy Transition Fund (ETF).

The three other projects supported by the Energy Transition Fund will transition to self-
sustaining funding models from April 2025, with a focus on driving industry adoption of
the work developed to this point.

The Scottish Government will continue to monitor and evaluate all four projects against
the ETF outcomes of maximising economic benefits, protecting, creating and supporting
sustainable jobs and contribute to inclusive economic growth across the North East and
all of Scotland.

SCOTLAND’S TAX STRATEGY

The priorities set out in the Tax Strategy will enable us to deliver tax policy which considers

the whole tax system, informed by a programme of evidence, evaluation and engagement.

The Strategy delivers on the 2023 Medium-Term Financial Strategy commitment and
builds on our Framework for Tax principles.

Our strategic approach goes beyond annual Budget cycles, identifying priorities to
support economic growth and Government objectives of eradicating child poverty,
tackling the climate emergency and improving public services.

The Strategy publishes for the first time our Areas of Research Interest on tax to support
collaborative evidence and evaluation of tax policy. It also includes priorities for the
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administration of the tax system focussed on enhanced compliance, taxpayer
communications and tax legislation.

e The Strategy also sets out our intention to explore the reforms needed to deliver
sustainable and growing tax revenues in the future.

[Redacted - R.10(4)(e)]

NORTH EAST OF SCOTLAND INVESTMENT ZONE

Top Lines

The Investment Zone in the North East of Scotland will help to maximise the
impact of our world-class universities and colleges, building on existing strengths
and grasping new opportunities to secure additional private investment, boost
productivity and innovation, and create high-quality jobs within the region.

We are working in partnership with the UK Government and the North East of
Scotland Regional Economic Partnership to deliver their Investment Zone, which
will help to accelerate the realisation of their regional economic strategy.

This can make a major contribution to attracting private investment, promoting
growth in high-productivity future-facing sectors, and creating large numbers of
good jobs in the region.

Together with regional partners we are taking a whole ecosystem approach to
ensure the benefits and opportunities of growth are felt by communities
throughout the Investment Zone.

The North East have engaged extensively with regional stakeholders, including
businesses and research institutions, to develop proposals for their Investment
Zones and secure appropriate buy-in.

The North East Investment Zone will be key to the region’s economic
diversification by embracing entrepreneurship and innovation and leading its
transition to Net Zero.

Points to note on the North East’s Investment Zone

The NE have identified two priority sectors - Green Energy and Digital and Tech. Their
proposal sets out how focusing on these sectors will accelerate investment, growth and
high value job creation across the region.

[Redacted - R.10(4)(e)]

Details of which projects will be taken forward as part of the North East Investment Zone
will be available once Gateway 4 (Interventions) has concluded.

It is important to highlight that the REP, not the Scottish Government, will ultimately
decide which projects they will take forward as part of their Investment Zone and that
investment decisions are for the North East of Scotland.

Background

In June 2023, the North East of Scotland and Glasgow City Region were selected to host
an Investment Zone.
Each Investment Zone will receive £160m over 10 years from the UK Government.
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Scottish Ministers tailored the UK Government’s Investment Zone model to ensure it
aligned with the National Strategy for Economic Transformation and supported
innovation in Scottish high-growth sectors.

JUST TRANSITION FUND FOR THE NORTH EAST AND MORAY

Since 2022, we have allocated £75 million to projects and communities across the North East
and Moray.

Our new bidding round worth up to £8.5 m for the Just Transition Fund for 2025-26 launched
on 2 May, driving forwards our transition to net zero in the North East and Moray. The window
for applications is open from 6 May to 17 June.

Our ongoing support for the Fund will ensure we continue to create jobs, support innovation,
and secure the highly skilled workforce of the future.

Investment in the JTF this year will total £15.9 million, consisting of £8.5 million in a new
bidding round and £7.4 million to complete existing projects, including our annual £1 million
commitment Just Transition Participatory Budgeting so communities can have a direct say on
where money is spent
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ABERDEEN CITY REGION DEAL (funded until 2026-27)

The Scottish Government is investing £125 million over 10 years in the Aberdeen City

Region Deal, matching the investment of the UK Government.

This is helping to develop a more diverse and resilient regional economy through investment
in innovation, digital connectivity and infrastructure.

Itincludes building on the region’s strengths, supporting businesses to start and grow in the
renewable energies, life sciences and food and drink sectors.

All this is paving the way for increased innovation, additional private sector investment,
greater productivity and more high-quality jobs.

[Redacted - R.10(4)(e)]

ENERGY TRANSITION SKILLS AND WORKFORCE PLANNING

TOP LINES

We must ensure a fair and just transition for Scotland’s highly skilled offshore workers.

We are working with the energy sector to plan for a multi-skilled workforce, one that can
benefit from opportunities across the energy system. This includes enabling skilled offshore
workers to carry their experience and expertise into different roles as our energy sector
evolves.

Our oil and gas workers, and their vital skills, will be essential to the just transition. Workers,
and trade unions, will be at the heart of everything we do.

A Robert Gordon University review on UK Offshore Energy Workforce Transferability showed
over 90% of the UK’s oil and gas workforce have medium to high skills transferability and are
well positioned to work in adjacent energy sectors.

In its first three years the Just Transition Fund allocated £9.7m to support a package of skills
interventions including the industry led development of the energy skills passport, the
Energy Transition Skills Hub in Aberdeen, and a pilot scheme with the National Energy Skills
Accelerator to determine the skills required for an energy transition.

REGIONAL SKILLS PILOT

We welcome the announcement from the UK Government on the launch of a nhew Regional

Skills Pilot Fund, which willinclude Aberdeen and Aberdeenshire.

e The North-East of Scotland has been the heart of the oil and gas industry for the past 50
years, and we are committed to supporting the region’s transition to a diverse energy
capital, as well as ensuring a just transition for workers.

¢ We will lead on developing and delivering the Regional Skills Pilot for Aberdeen and
Aberdeenshire, working closely with UK Government and other partners.
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ACC hosted EPL roundtable
Microsoft Teams
14 May 11:30-12:30

Attendees:

Aberdeen City Council (ACC)

Cllr Christian Allard (chairing),
Martin Greig, Angela Scott, Julie
Wood

Scottish Government

Cabinet Secretary for Finance and
Local Government, officials

Aberdeen and Grampian Chambers of Commerce

Ryan Crighton

Harbour Energy

Scott Barr

Energy Transition Zone

Neil Young

Flotation Energy [Redacted - R.11(2)]

Great British Energy Paul Addison

Net Zero Technology Centre Stephen Sheal

North East of Scotland College Duncan Abernethy

North Sea Transition Authority [Redacted - R.11(2)]

OEUK [Redacted - R.11(2)]
RGU [Redacted - R.11(2)]
Scottish Enterprise [Redacted - R.11(2)]
Scottish Property Federation Stuart Oag

Skills Development Scotland [Redacted - R.11(2)]

Aberdeen Cyrenians Donna Hutchison

University of Aberdeen John Underhill

Cllr Allard opened the session by welcoming attendees and setting out context to the session,
including confirmation that the event had been diarised for some time and was not a specific
response to recent company announcements.

The Cabinet Secretary gave opening remarks, setting out the Scottish Government’s concern
around recent announcements of job losses in the North East and continued calls on UK
Government to listen carefully to the concerns being expressed by businesses of the impacts of
the reserved fiscal regime for North Sea oil and gas - including the Energy Profits Levy (EPL). The
Cabinet Secretary noted that the UK Government is currently consulting on a successor regime
to the EPL and urged attendees to consider responding to that consultation.

Points raised by attendees during the roundtable element included:

e Onthereserved fiscal regime for North Sea oil and gas, calls were made by some
attendees for no successor scheme to the EPL - with just the retention of 40%
corporation tax; and by others for successor fiscal regime to be introduced well in
advance of the current backstop date of 2030. Several attendees notes that since the
EPL was introduced in 2022, global oil and gas prices have fallen significantly.
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e On offshore oil and gas policy matters more widely, some attendees raised concerns
that the lack of clear UK Government policy positions on both new licensing and
updated environmental assessment arrangements for decisions on consenting has
resulted in projects slowing/stopping. Many attendees set out that oil and gas is still
needed to meet energy demand and that importing these products rather using North
Sea production will lead to higher overall emissions.

e Onjobs and supply chain, many attendees noted that the creation of jobs in the
renewables sector is not keeping up with the decline in oil and gas activity. Concerns
were raised about the impact of this “gap” on not only jobs but also the supply chain, as
the lack of live projects could result in these companies seeking work outside the UK
and then being unlikely to return. It was widely noted that companies have been using
revenue from oil & gas work to fund renewables and CCUS projects and thereby deliver
the transition. Some attendees set out that, on the skills aspects of the transition, there
is already a lot of evidence available and what is now required is action and not more
research. The importance of innovation in supporting the energy transition was also
highlighted.

e Concerns were also raised about wider community impacts arising from energy policy
decisions, with Aberdeen and the North East region likely to be amongst the first
affected should projects stop. Some attendees flagged risks around increases in child
poverty, domestic & substance abuse in this scenario. Other attendees flagged risks
around a potential collapse of the residential & commercial property markets — noting
that redevelopment in Aberdeen city centre has been challenging with a lack of revenue.
Other attendees flagged challenges facing the Higher Education sector at this time.
There was a specific ask for the Scottish Government to consider a more strategic “5
year plan” approach to its Just Transition Fund.

In response to points raised, the Cabinet Secretary recognised the issues and agreed that
communities, people & families are key. A clear message from the roundtable was the need for
a timely and managed energy transition. The Cabinet Secretary confirmed that the Scottish
Government will continue to call on UK Government to; i) consider the earliest possible end
date for the EPL in its current form, given the adverse impacts being reported on jobs and
investment and ii) to make an urgent decision on the Acorn CCUS project, for which Scottish
Government has itself recently reconfirmed existing funding support with the potential to go
further, dependent upon Uk Government awarding Acorn and confirming the full funding
package and timeline. anincrease in available funding. It was noted that outcome of the UK
Government’s Spending Review is expected to be announced on 11 June.

The Cabinet Secretary confirmed that they would make other ministerial colleagues aware of
the points raised during the session, where relevant to their portfolios.

ENDS
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