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WHO WE ARE

Pharos Energy is an independent energy
company with a focus on delivering long-term
sustainable value for all stakeholders through
regular cash returns and organic growth,
underpinned by robust cash flow and a
resilient balance sheet.

With a registered office in London and listed on the premium segment in the main market of the London Stock
Exchange, we have production, development and exploration interests in Egypt and Vietnam.

Our purpose is to provide energy to support the development and prosperity of the countries, communities and
families wherever we work, in line with recognised social and environmental practices.
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PHAROS AT A GLANCE

As a business, our abllity to
deliver value is key to our robust %74

stakeholder investment case. ; 274

Our distinctive portfolio in the energy 2023 KEY FIGURES
regions of Asia and MENA, together

with a robust and disciplined capital

allocation framework, supports our 1 997
strategy of delivering long-term Qm ﬁj Listed on London
sustainable growth. We have a range of Stock Exchange
opportunities in the portfolio to position

us for a positive future. Our purpose

is to continue to provide energy for @1 17,839
communities around the world and fuel L@ Acreage km?

their lives and businesses.
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2023 GROUP HIGHLIGHTS

Cash operating
costs* ($/boe)

$15.70/boe

(2022: $16.36/boe)

il

Revenue ($m)
Prior to hedging loss of $0.2m

$168.1m

(2022: $221.6m, prior to
hedging loss of $22.5m)

ﬁ‘%@
Average net
production (boepd)

6,508 boepd

(2022: 7,166 boepd net)

Non-IFRS measures on page 190
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SHAREHOLDERS

Q

Operating
Cash Flow ($m)

$44.9m

(2022: $53.4m)

Cash & cash
equivalents ($m)

$32.6m

(2022: $45.3m)

Share Buybacks

$2 _8m (2022: $3m)

2022 Dividend paid in 2023

$5 6m or 1p per share,
paid on 12 July 2023)

(2022: $0m)

Annual Report and Accounts 2023
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WHERE WE OPERATE

Focused portfolio of

complementary assets

We have a diversified mix of onshore and offshore producing,
development and exploration assets in two territories - Egypt and

Vietnam.
-

Cairo
L]

El Fayum Concession +
+
North Beni Suef Block
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Ho Chi Minh City ~ Block 126 +
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EGYPT (D,PE)
We have high quality onshore, low-cost oil production operations, development
and exploration assets in Egypt. Production is from 10 development leases in

the El Fayum Concession located in the Western Desert south west of Cairo and
close to local energy infrastructure, and 1 development lease on the North Beni
Suef (“NBS”) Concession which was awarded in September 2023 and production
started in December 2023. We hold further low-risk low-cost near-term exploration
opportunities in both the El Fayum and NBS Concessions. In March 2022, Pharos
completed a farm-out transaction with IPR, following which IPR now holds a 55%
working interest and operatorship in each of the El Fayum and North Beni Suef
Concessions, with the Group holding the remaining 45% non-operated working
interest.

1 ,381 bopd*

2023 AVERAGE PRODUCTION (net)

* The farm-down transaction and transfer of
operatorship of the Group’s Egyptian assets to

IPR completed on 21 March 2022. Although the
economic date of the transaction was 1 July 2020,
working interest production for Egypt in 2022 is
reported as 100% through to completion and 45%
thereafter. Production numbers are given as 100%
working interest until 21 March 2022 and then 45%
for the remainder of 2022 and entirety of 2023.

2022: 1,748 bopd®)

VIETNAM (D,P,E)
We have valuable and long-established producing fields in Vietnam, with the first
discovery in 2004 and first oil production in 2008. Production is from two fields
(TGT in Block 16-1 and CNV in Block 9-2) in the Cuu Long basin. There is further
potential for organic growth from a basin-opening frontier play with a number of
potentially world class prospects and leads already identified in two exploration
blocks in the Phu Khanh basin (Blocks 125 & 126).

5,1 27boepd

2023 AVERAGE PRODUCTION (net)
(2022: 5,418 boepd)
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OUR STRATEGY & PURPOSE

A focused strategy to
fulfil our purpose

Our strategy has positioned the business for long-term value creation,
whilst building on a track record of 20+ years of shareholder returns.

Our Purpose

Our purpose is to provide energy to
support the development and prosperity
of the countries, communities and families
wherever we work, in line with recognised
social and environmental practices.

Our Strategy

We are committed to deliver long-term, sustainable value for all our stakeholders through
regular cash returns to shareholders and investment in our assets to generate growth,
underpinned by robust cash flow and a resilient balance sheet.

We invest in a balance of near-term potential and longer-term value, with the aim of ) ﬁ
enhancing value creation for all stakeholders.

To achieve this, we focus on maximising reserves from existing producing oil and gas A

fields, such as from our El Fayum and NBS Concession in Egypt and TGT & CNV fields \

in Vietnam, through flexible capital investment across oil price cycles to unlock reserves t (C—((
upside and improve operating performance. This is complemented by organic growth /

activity through further extensions in existing fields and developments & explorations U
offshore Vietnam on Blocks 125 & 126 and onshore Egypt on both the EI Fayum and

NBS Concessions, to unlock longer-term value.

Our Stakeholders

To our investors:

Creating and returning value to shareholders through a combination of annual dividends and
organic growth.

To our host countries:

Creating shared prosperity & helping countries use oil revenues to promote sustainable, inclusive
economic development, manage the impact of climate change and achieve their COP and other
domestic and international commitments.

To our people:

Providing an inclusive and diverse workplace, empowering people with differing backgrounds,
skills, and experiences to do meaningful work based on the Pharos Way guiding principles of
safety and care, energy and challenge, openness and integrity, empowerment and accountability,
and pragmatism and focus.

To all stakeholders:

Engaging and dealing with stakeholders in a transparent and constructive manner in accordance
with applicable local and international laws and otherwise aspiring to the highest ethical standards
of business conduct.

Pharos Energy Annual Report and Accounts 2023



OUR STRATEGIC OBJECTIVES

Our Strategic Objectives

Strong Complementary
balance sheet portfolio

Rigorous
approach to
cost control

Transparency
in sustainability

Provide energy to support
the development and
prosperity of the countries,
communities and families
wherever we work

Mutually Operational
beneficial efficiency &
partnerships production

growth

Responsible &
flexible stewards
of capital

Value creation
per share

n Annual Report and Accounts 2023




OUR STRATEGIC OBJECTIVES - continued

Complementary portfolio

Over the past years, we have built a
distinctive and complementary portfolio in
the energy regions of Asia and MENA, with
multiple organic growth opportunities and
value-adding activities that have potential
to generate near-term free cash flow.

Rigorous approach to cost
control

We focus on our cost base wherever we
are. We have kept a rigorous approach
to drive down costs and created a lean
Board and organisational structure
suitable for the future. This positions us
well to thrive throughout the commodity
price cycle.

Operational efficiency &
production growth

We apply our expertise locally with
operational teams in each region, working
closely with partners and joint operating
companies to achieve operational
efficiency and grow production. We
encourage dialogue and co-operation
between the different business assets
to ensure new ideas and solutions

are shared. Our stable operational
performance in 2023 has established

a firm foundation for future growth and
support the delivery of our strategy.

Value creation per share

Our goal is to deliver a combination of
regular cash returns plus growth potential
for shareholders. We aim to maximise
value per share for all shareholders, and
we are not chasing scale for its own sake.
We are committed to delivering value on
all sides of the equation.

Pharos Energy
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Responsible & flexible
stewards of capital

Capital discipline and financial stability
have always been key to the Group and
continue to underpin the business. The
Board and senior management team
maintain a clear focus on our capital
allocation goals: to balance consistent
returns to shareholders with investment
in our assets to generate sustainable
value and cash flow, while preserving the
resilience of the balance sheet.

Mutually beneficial
partnerships

The operational successes the Company
has had over the years would not have
been possible if not for the supportive
relationships we have with our valued
partners and stakeholders. Our assets

are operated predominantly through
JOCs, but we are actively involved in JOC
management and work collaboratively with
our partners to identify areas of mutual
sustainable benefits. A combination

of long-standing in-country presence

and focus on building relationships with
both host governments and regulatory
authorities has cultivated many successes
for the Group, our partners, the JOCs and
the local economies. We also maintain
good relationships with our valued group
of lenders to ensure financial stability in
times of uncertainties.

Transparency in
sustainability

Sustainability is a key value in our
business. We made a formal commitment
to achieve Net Zero on our Scope 1
(direct) and Scope 2 (indirect) GHG
emissions from all our current and

future assets by no later than 2050,

and published a Net Zero roadmap in
December 2023 with interim emission
reduction targets and decarbonisation
levers to achieve our climate target. We
recognise that the journey to Net Zero
and a more sustainable future will not be
simple nor straightforward, but we remain
committed to transparency in our reporting
and to keeping stakeholders updated on
our progress.

Strong balance sheet

Protecting balance sheet strength is
fundamental to our business model.
Costs and the balance sheet are actively
managed through maintaining positive
operational cash flow combined with a
focused approach to capital allocation,
an active hedging programme, a mix of
debt instruments in place, and a modest
gearing level.

Annual Report and Accounts 2023 _



OUR INVESTMENT CASE

Investment Case

The Pharos Wy,

TT

e:
Iy

Openness
D) v & Integrity
Energy & : . Pragmatism
tegic Objgny, 9
Challenge o Strates bfecf/ves & Focus
* Strong +
*L } balance sheet Congzls;zﬁgtary /@ '.i.‘§
_l_
dl & _°9
Rigorous
approach to Safety &
cost control Care

Transparency

Empowerment
in sustainability

& Accountability

Mutually
beneficial
partnerships

Capital
discipline in
the DNA

Portfolio of
diverse organic
opportunities

Provide energy to support
the development and
prosperity of the countries,
communities and families
wherever we work

Operational

efficiency &

production
growth

Diverse
& inclusive
Responsible workforce

& flexible

stewards of
capital

Value creation
per share

Excellent safety
record

Long operational
history in
Asia-MENA

Pharos Energy
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1. Capital discipline in our DNA

We have a culture of prudent financial management, capital allocation

and capital return.

We exhibit capital discipline through a
focus on cost management, a part of our
DNA, which is underpinned and enhanced
by our commitment to annual cash
returns to shareholders. Capital allocation
decisions are taken to make investments
where they will generate risk-adjusted full-
cycle returns, with a focus on near term
cash generation and long-term growth.

We use our expertise:

To allocate capital to those assets
which offer a combination of cash
flow, growth and sustainability

To focus on our cost base
wherever we are

To assess and develop high
grade growth opportunities

To provide cash returns to
shareholders

A commitment to cash returns to
shareholders remains a core element of
our overall allocation framework. We aim
to create value per share, not chasing
scale for its own sake. It is this approach
that has allowed us to return significant
amounts of capital to shareholders since
2006.

As at year end 2023, we are
proud to have returned $537.6m
to shareholders, through a
combination of dividends, share
buybacks and capital growth.

FY FY FY FY FY
Total since 2006 2014 2016 2018 2023
2006 when the first $14m $119m $17.5m $23.3m $8.4m
returns were made
FY FY
2017 2019
$5376m $21m $27.4m
Market Brent price
cap ($bn) ($/bbl)
4.0 140
FY
2022
$3m
3.0 V\,\,\ 105
1A
RV
2.0 ﬁ 70
{ RV
-\l
1.0 o ‘ 35
'V\VW D) : RV
RV ] RV
: : : RV
. RV
1998 2000 2002 2004 2006 2008 2010 2012 2014 2016 2018 2020 2022 2023
Realising Value
UK onshore Russia Vietnam Tunisia Mongolia Yemen  Thailand Realising value through disposals and returns made over the decade either
$18m $50m farm-out $25m $93m $465m $105m

Asset disposals

CFO’s Statement on page 40

through share buybacks, special distributions or dividends

Annual Report and Accounts 2023
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OUR INVESTMENT CASE - continued

2. Unigue and complementary assets

Over the past years, we have reshaped the portfolio into a unique and
complementary mix of Asia-MENA assets, with a range of near-term
organic growth opportunities, ranging from low-cost low-risk onshore
producing assets to basin-opening world-class potential offshore

exploration.

EGYPT

Onshore, low cost, in-fill

drilling path to grow
production with proven
exploration upside

1 ,381 bopd

NET 2023 PRODUCTION

(2022: 1,748 bopd)

14.4mmboe

2P RESERVES AS AT
YEAR END 2023

(2022: 15 mmboe)

11

DEVELOPMENT LEASES AT
THE EL FAYUM AND NBS
CONCESSIONS

45%

PHAROS WORKING
INTEREST

(2022: 100% working

interest until 21 March 2022
and then 45% for the remainder
of the year)

Operations Review on page 29

Egypt is an economy with growing energy
needs provided by its domestic oil and
gas sector, which operates within a well-
established regulatory framework.

Following Pharos’ farm-down transaction
and transfer of operatorship over our
Egyptian assets to IPR in 2022, we
delivered good operational performance
in Egypt in 2023, having exploration
successes in both the El Fayum
Concession and North Beni Suef (NBS)
Concession. On El Fayum, the first
exploration commitment well encountered
oil-bearing reservoirs in the Abu Roash
G and Upper Bahariya formations in

1H 2023. On NBS, the first exploration
commitment well (NBS-SW1X) was
declared a commercial discovery after
encountering multiple pay zones in the
Abu Roash G formation and put on
production in December 2023, having
been granted a 20-year development
lease by EGPC in December 2023.

Our strong operational performance in
2023 provides the Group with significant
operational momentum going into 2024.
Nevertheless, the continuing volatility

of the macroeconomic environment in
Egypt means that the Group maintains
our modest and measured approach to
capital allocation and drilling in Egypt with
an eye on the receivables balance. Further
devaluation of EGP against USD during
the year, along with the lack of ability

to convert EGP into USD, means that it
remains preferable to continue holding
USD denominated receivables, other than
where they can be used to fund ongoing
expenditures upon expiry of the carry from
IPR.

Upcoming catalysts
in 2024

e Continuation of a modest and
measured approach to capital
allocation and drilling in El Fayum and
NBS, with an eye on the receivables
balance

e Focus for this year’s work programme
in EI Fayum is low cost recompletions
and waterflood

e Development drilling in the NBS SW
field is planned to start in 2H 2024

* Processing and interpretation of
¢.130km? of 3D seismic data on NBS
is underway and expected to be
completed in 2H 2024

Pharos Energy



OUR INVESTMENT CASE - continued

VIETNAM

High net back

producing assets with
further significant
exploration potential

5,1 27boepd

NET 2023 PRODUCTION

(2022: 5,418 boepd)

91 mmboe

2P RESERVES AS AT
YEAR END 2023

(2022: 12.2 mmboe)

4

BLOCKS IN VIETNAM

25+

YEARS ACTIVE IN
VIETNAM

Strategic Report
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The Group’s current producing interests

in Vietnam, the Te Giac Trang (TGT) and
Ca Ngu Vang (CNV) fields in the Cuu Long
basin off the southern coast, together, are
amongst Vietnam’s largest oil producers.
On 9 January 2024, the Company
received approval on its TGT Revised Field
Development Plan (“RFDP”), and planning
is underway for a two-well TGT drilling
programme expected to commence in 2H
2024.

We have further potential for growth from
two deep-water basin-opening exploration
positions in Blocks 125 & 126 in the Phu
Khanh basin off the eastern coast of
Vietnam. In July 2023, Pharos published
an independent report prepared by

ERCE on Blocks 125 & 126 in Vietnam
which makes estimates of prospective

oil resources with an aggregated gross
unrisked Mean of 13,328 MMstb, covering
those Prospects and Leads already
identified. The report supports Pharos’
internal assessments and paves the way
for further work to develop new Leads and
mature Leads to Prospects. All work done
to date highlights the scale of the potential
in these blocks. Together with the approval
from the Viethamese Government in June
2023 for the two-year extension of the
Exploration Period of the Blocks 125 &
126 Production Sharing Contract now
extended to November 2025, Pharos is
well placed to bring in a farm-in partner
and complete all necessary work to drill
the first exploration well on this basin
opening play where we see material world-
class frontier exploration potential.

Upcoming catalysts
in 2024

e Planning underway for a two-well
TGT driling programme, expected to
commence in 2H 2024

e Continued engagement with partners
and in-country regulators to finalise
licence extensions for TGT & CNV

e On Block 125, ongoing discussions
with another operator to secure a well
drilling slot in connection with their
proposed multi-well drilling programme
in the region

e Parallel discussions with several
potential farm-in partners for Block
125 are in progress

Pharos Energy
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OUR INVESTMENT CASE - continued

3. Operational capability

Amidst ongoing global uncertainty, Pharos continues to deliver
consistent operational results, thanks to the efforts of our teams, of
our partners and of the local JOCs, who have managed to navigate
the macroeconomic challenges without compromising our operational
capability.

Long operational history
in Asia-MENA

Our history with Vietnam since 1996

has been a success story both for the
company and the country. As at 2023,
Pharos has invested over $1.3 billion in the
exploration, appraisal and development

of oil and gas projects located offshore
Vietnam since inception, making Pharos
one of the largest British investors in the
country. In Egypt, IPR has a long-standing
in-country presence and relationships with
the Egyptian government and regulatory
authorities, which position them well to
support the expansion of operational
activity needed to develop the resource
base.

-0

AC- 104

T Tal
-

G -1

Our long operational history provides

a strong foundation for our future work
programmes to manage both the cash
generation and the growth potential of our
assets, and to deliver on our strategy.

Excellent safety record
in Vietham

The health & safety of the Group’s
workforce is the highest priority for Pharos.
We are proud to report an exceptional
safety record of zero lost time injuries and
zero fatal incidents in our Egyptian assets
in 2023, and in our Vietnam assets since
our operational inception in 1996. This is
thanks to the JOCs’ consistent effort to
provide and champion workers’ health,
safety and well-being.

Corporate Responsibility Report on page 62

Annual Report and Accounts 2023 Pharos Energy
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4. Diverse & inclusive workforce

Greater diversity and inclusivity brings greater understanding of people.
Led by the 5 Pharos Guiding Principles of ‘Safety and Care’, ‘Energy and
Challenge’ ‘Openness and Integrity’, ‘Empowerment and Capability’,
and ‘Pragmatism and Focus’, we have demonstrated our commitment
to maintaining and building a culture of diversity and inclusion.

Diversity in all dimensions

We operate in a global industry, and it is vitally important to ensure
that we benefit from the diverse perspectives that people can
bring. For this reason, equality, diversity and inclusion sit at the
heart of our recruitment, development and promotion processes.
Across all of our assets, we acknowledge diversity in all its
dimensions and welcome people with differing backgrounds,
skills, nationalities, gender and experiences to help us deliver

our business strategy of long-term sustainable growth. As at

year end 2023, the Board has four female directors out of six,
with both executive positions held by women. We recruit talents
from diverse backgrounds across our entire organisation. Most
notably our UK-based staff comprises 17 people from 10 different
nationalities, of which women accounted for c. 65%.

Our Code of Business Conduct and Ethics, associated policies
and the Pharos Guiding Principles commit us to providing a
workplace free of discrimination where all employees can fulfil
their potential based on merit and ability, and we will continue to
align our Company with this ethos.

Corporate Responsibility Report on page 62

Regional knowledge and experience

We apply our expertise locally with operational teams in each
region, working closely with partners and JOCs. We encourage
dialogue and co-operation between the different business assets
to ensure the sharing of knowledge and new ideas. We are
committed to providing meaningful opportunities for training and
capacity building in host countries. We have maintained a gender-
neutral recruitment process and, wherever possible, we first look
to fill any vacancy internally with a local candidate in London,
Vietnam or Egypt.

Pharos Energy
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CHAIR’S STATEMENT

JOHN MARTIN
Non-Executive Chair

Throughout the portfolio, the
team’s focus on operational
delivery was evidenced by good
drilling performance in both
Vietnam, with the CNV well
coming in strongly, and in Egypt,
with discoveries on both the El
Fayum and NBS exploration wells.
We have continued to build on

a culture of capital discipline to
deliver material improvement to
the Group’s balance sheet despite
ongoing payment lags in Egypt.
This performance has allowed the
Board to continue our commitment
to sustainable shareholder returns
in 2023, a core component of

the Company’s strategy since its
listing in 1997.

These achievements are a
testament to the hard work,
dedication, and commitment of the
entire Pharos team. | would like to
congratulate all of my colleagues
on a year of good performance
which has positioned Pharos

for a positive and sustainable
future, with strong operational
momentum, a robust capital
structure, and exciting growth
opportunities.

A year of good
performance

2023 has been a year characterised

by good operational and financial
performance across the Group.

Board changes

Over the past year, | have greatly
appreciated the support of my fellow
Board members and the diverse skillsets
that they bring to the table. Since joining
Pharos in 2019, | have overseen the
reshaping of the Board to ensure we
meet stakeholders’ expectations of an
independent Board that provides high
standards of governance and oversight
to support our long-term strategic
framework. As such, | am delighted that
Bill Higgs has joined the Pharos Board as
an Independent Non-Executive Director.
Bill is a very high-calibre appointment,
bringing a wealth of technical and
commercial experience. His initial focus
will be to maximise value from our exciting
exploration prospects in Vietnam, Blocks
125 & 126.

It is with great sadness that | note the
death of Ed Story in December 2023.

Ed founded the Company in 1991 and
had been pivotal to the Company and

its business from inception, specifically
its listing in London in 1997 and its
subsequent foray into a dozen different
countries. Since retiring as CEO in March
2022, Ed had remained active as part

of the Company’s team in Vietnam. His
responsibilities will now pass to Vincent
Duignan, the Group Exploration Manager
& General Manager South East Asia.

Jann Brown has informed the Board of
her intention to retire and step down from
the Board effective 30 April 2024, in a
separate announcement today. The search
for a replacement CEO will commence
shortly and Jann has agreed to stay in
her position as CEO to effect a managed
and smooth transition. | would like to take
this opportunity to thank Jann for her
significant contribution to Pharos over the
years. Jann will be leaving the Company
in a strong position, both financially and
operationally. We wish Jann well in her
retirement.

A diverse and inclusive
culture

Pharos is proud of our small yet diverse
workforce, whose broad range of
backgrounds, ethnicities, skills and
experience help strengthen the Company
for the future. As at year end, | am
pleased to report that the Company has
four female Directors, representing two
thirds of the Board. Most notably, our
UK-based staff comprises 17 people
from 10 different nationalities, of which
women accounted for ¢.65%. We operate
in a global industry, and it is important to
ensure that we benefit from the diverse
perspectives that our people bring.

The Board and Management team are
dedicated to creating a safe workplace
for all, in which people are confident to
engage and contribute. The opening up
of the world post COVID-19 has allowed
the Board to meet in person and engage
meaningfully with our colleagues across
the world. In June 2023, the Company

Pharos Energy



CHAIR’S STATEMENT - continued

organised an off-site day where colleagues
from Egypt, Vietnam and the UK met

in London to exchange business ideas,
provide feedback and promote team-
building. This is important not only for the
effective functioning of the Board, but also
to develop and empower all employees,
underpinning our commitment to
maintaining high standards of governance.

We recognise that 2023 has seen
significant geopolitical instability,
something that has had far-reaching
impacts on communities and families, the
global economy, and trade. Our thoughts
remain with those who have been affected
by the active conflicts in Ukraine and the
Middle East. We continue to support our
colleagues and contractors during this
difficult time, as well as ensuring that

our business can continue to function
unaffected.

Ongoing dialogues with
stakeholders

Pharos’ operational success and
long-standing partnerships, spanning
over 25 years, are built on a culture

of transparency and integrity. Since
joining the Board, Jann and | have
maintained regular dialogues with local
governments, joint-operating partners,
local communities, and shareholders to
ensure the Board is well-informed as the
Company develops its plans for growth.

In November 2023, the Board held a
Strategy Day to focus on where and how
we can offer value to our stakeholders,
with inputs from a number of key parties,
experts and shareholders. The results

of our Strategy Day reinforced our
commitment to pursue a combination of
cash returns per share and reinvestment
to enhance our asset base - a strategy
regularly communicated back to our
stakeholders. In November, Jann and |
also met with the Vietnamese Minister

of Industry and Trade to discuss the
proposed licence extensions on our assets
in country, highlighting the important
benefits that these bring, not just to
Pharos but also to Vietnam.

The Board and its management team
will continue to engage in a personal
and meaningful way with our various
stakeholders in 2024 and beyond. We
are grateful to our shareholders whose
support during times of uncertainty
have been crucial to our growth and
transformation throughout the years.
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Making a positive difference

Recent events in 2023 have shown

a need for better and more balanced
energy systems worldwide, delivering
energy that is not only lower carbon,

but also reliable and affordable for
developed and emerging nations alike.
The outcomes of COP28 in December
2028 highlighted the importance of
energy and climate security, and | firmly
believe that responsible production and
development of oil and gas resources,
especially in economies transitioning from
heavy reliance on coal such as Egypt

and Vietnam, can be a major driver for
economic development and alleviating
energy poverty. Our host governments
understand and appreciate Pharos’ in-
country impact that goes beyond national
revenues from oil and gas production.

In light of our strong relationships, local
governments have encouraged Pharos
to look into opportunities across other
branches of the energy sector in their
countries. We recognise a diverse mix of
energy resources is crucial for long-term
energy security, and we appreciate our
host nations’ trust in us and the long-term
role that we play in their countries’ energy
transition.

While it is clear that there are emerging
opportunities across the energy

sector, our first priority is improving our
emissions footprint by enhancing our own
operational efficiency. | am proud of the
progress that we have made on our Net
Zero journey. In December 2023, Pharos
published a detailed Net Zero Roadmap
to achieve net zero GHG emissions by
2050. The Net Zero Roadmap, which
was researched and developed by the
Company in close consultation with
specialist advisors and consultants,
models emission reduction pathways

to achieve net zero Scope 1 (direct)

and Scope 2 (indirect) GHG emissions
from all existing and proposed future
assets by 2050 or before. We look to
reduce our emissions over the years and
remain committed to transparency in our
sustainability journey.

Social stewardship is at the heart of

our sustainability journey. In 2023, we
supported a record 22 community
investment projects across Egypt,
Vietnam, and the UK, investing a total

of $247,373 in education, training,
healthcare and infrastructure in our local
communities. Pharos remains committed
to deploying our expertise and capital to
partner with host governments to develop
local capacity, enhance energy security
and unlock value from our host nations'
natural resources in an environmentally
sustainable and socially responsible
manner.

Outlook

Jann and her team continued to
deliver on the Company’s strategy in
2028 and built on our track record
of sustainable shareholder returns.
Focusing on a clear growth strategy
and disciplined capital management
approach, we will continue to deliver
regular returns to shareholders
whilst growing the value of our
company.

As Chair, | would like to thank the
Pharos team for their commitment
and delivery through the year. | am
also grateful to our host nations
and communities for their continued
trust, our shareholders for their
confidence, and our partners,
suppliers and advisors for their
support. We have created a portfolio
of assets and set of capabilities
which are unique within our sector,
and the Board looks to the future
with great confidence in our ability
to deliver growth and value in 2024
and beyond.

JOHN MARTIN
Non-Executive Chair

Pharos Energy
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MARKET OVERVIEW

Market overview

Economics and geopolitics

In 2023 energy security remained as a
major global theme. Ongoing geopolitical
instability across sub-Saharan Africa,
conflict in Gaza, and emerging disruption
to trade transiting through the Red

Sea all had substantial impacts on the
global energy market. The global energy
crisis triggered by Russia’s invasion of
Ukraine, prompted many governments

to prioritise domestic energy supply. The
reorganisation of global relationships

and structures that occurred after the
Russia-Ukraine conflict and the COVID-19
continued to persist into 2023. Strained
international relations have contributed to
uncertainty and unpredictability, disrupting
global trade and eroding confidence in the
global market.

Energy and climate change remain to be
politically polarizing issues, with stagnant
progress made on the energy transition
in many regions. The Intergovernmental
Panel on Climate Change of the United
Nations warned in April 2023 that the
effects of climate change will soon
become irreversible.

Brent crude 2012-2023 ($bbl)
120

Geopolitical risk continues to impact
global economic growth. Although inflation
has come down, interest rates remain
high. With the anticipation of economic
downturns in the US and Europe, and
China experiencing its slowest growth in
years, serious risks to the world economy
persist.

US-China tensions flared in 2023 following
the sighting of a Chinese surveillance
balloon over the U.S., prompting President
Joe Biden to postpone his visit to Beijing,
and subsequent trade restrictions being
imposed. Global attention continues to
focus on military build-up around Taiwan
and the response from the U.S. to any
provocation. The fraught relationship
between the world’s two most powerful
countries remains a key geopolitical risk
going into 2024.

As we look to 2024, we are entering

a super-election year, with elections in
countries including but not limited to, the
US, UK, the EU, Indonesia, India, and a
number of African countries. Elections

can cause volatility in the market as
businesses and investors react to electoral
changes.
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Oil price

Oil markets in 2023 witnessed a more
stable pricing environment compared to
the volatility experienced in 2022. The
average Brent crude price for the year
was US$82, an 18.63% decrease from
the average price in 2022. As central
banks ending rate hike campaigns and
OPEC+ applied supply cuts in July and
August, prices rallied and peaked at
US$96.55 in September 2023. However,
oil prices declined towards the end of
the year despite the escalating conflict in
the Middle East, as non-OPEC+ supply
strengthened, coinciding with slowing
global oil demand growth.

Although demand for oil modestly
increased by 2.3mmbbls/d compared

to the previous year according to the
International Energy Agency (IEA) data,
this figure conceals the impact of a further
weakening macroeconomic climate. Over
the course of 2023, the pace of demand
growth outside of China significantly
slowed, averaging around 300 kb/d during
the second half of the year.

Pharos Energy



MARKET OVERVIEW - continued

The average realised crude oil price for
Vietnam was $87.42/bbl (2022: $106.44/
bbl), representing a premium to Brent

of just under $7/bbl on average (2022:
just over $4/bbl). For Egypt, the average
realised crude oil price was $78.18/ bbl
(2022:$96.03/bbl), representing a discount
of over $4/bbl to Brent for the year (2022:
over $5/bbl).

The Board’s strategy to mitigate the
principal risk of commodity price instability
is set out on pages 54 to 59. Our
approach to hedging is partly dictated by
the minimum requirements of our RBL
facility and to protect our Reasonable
Worst Case (RWC), but is otherwise
regularly reviewed to evaluate whether
the benefit of hedging its oil production

is in the best interest of shareholders.
The Board considers the balance
between protecting the Group in low

oil price scenarios and the opportunity
cost of being unhedged. In addition,
Pharos continues to manage its overall
portfolio to target a low breakeven oil
price, regardless of actual oil prices. Cost
efficiencies are maintained, even in higher
oil price environments, as a result of our
strong capital discipline with all operational
decisions — including new country entry,
production optimisation and acquisitions.

Operational decisions are reviewed
through the lens of full-cycle project
economics in a range of oil price
scenarios.

The risk of global oil supply disruptions
from the Middle East conflict remains
heightened at the start of 2024,
particularly for oil flows via the Red Sea
and the Suez Canal. In the absence of
significant disruptions to oil flows, the
market looks reasonably well supplied in
2024, with global supply growth set to rise
by 1.5 million barrels a day to a new high
of 103.5 million barrels, fuelled by record-
setting output from non-OPEC+ countries
notably US, Brazil, Guyana and Canada.

Looking forward, with geopolitical tensions
and economic uncertainties, the IEA
predicts that the Brent crude oil price will
increase to an estimated US$82.49 per
barrel in 2024.

For more information on the impact of
climate change on the long-term oil prices
and demand, please see page 60 of the
Viability Statement.
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Egypt

Egypt continues to experience economic
challenges, facing continuing global
economic and political shocks, along with
domestic bottlenecks seeing economic
growth declining to 4.4% in 2023

(down from 6.6% in the previous year).
Egypt’s challenges are compounded by
geopolitical events, including the conflict
in Ukraine and Gaza, domestic foreign
exchange shortages and historic inflation.
However, international organisations
recognise Egypt’s strategic position in the
region.

In December 2023, President Abdul Fattah
al-Sisi won a third six-year term. With the
expectation that infrastructure investment
will continue across the country, the
administration will need to manage
growing public debt and inflationary costs.

Inflation continues to have significant
impacts, with double digit rates continuing
from 2022 and accelerating to 37.4% in
August 2023. Food inflation stands at
71.7%. Across the country, price rises on
subsidised goods have pushed the cost of
living beyond the reach of many citizens.
Egypt is still one of the world’s largest
importers of wheat, and continued to
source supply from Russia. In 2023 Egypt
started shifting towards direct purchases
instead of tenders, after the war in Ukraine
disrupted their purchasing.

Foreign exchange reserves have started
to recover following significant outflows
in 2022, the last reported figures in
August 2023 noting US$ 42.9bn. The
Egyptian pound has been struggling
against the US dollar (USD), with one
USD selling for ¢.30.95 Egyptian pounds,
compared to 15.7 Egyptian pounds in
2022. Restrictions placed on outgoing
USD transfers by the Central Bank of
Egypt, along with increasing shortages of
USD, continued to present challenges or
international business operating in Egypt,
with hard currency needed to pay for
foreign goods and a subsequent shortfall
in imports.

It is expected that improvements will

be seen over the medium term with
stabilisation and structural reforms. The
International Monetary Fund projected

real GDP for 2024 to increase by 3.6%.
Egypt’s consumption of wheat is expected
to rise by a further 50,000 tonnes in
2023-2024; to meet this demand imports
are projected to increase by 7%, further
pressurising foreign currency.

Vietham

Vietnam's GDP growth rate slowed to
5.05% this year from an expansion of
8.02% last year, influenced by weak
global demand. However, amidst a

global economic slowdown, Vietnam’s
economic performance in 2023 was
positive considering the challenging global
environment. The country demonstrated

a notable recovery from the COVID-19
pandemic with quarter-by-quarter
economic growth in 2023, credited

to a range of policies and measures
implemented by the government to
alleviate market bottlenecks. Foreign
Direct Investment (FDI) increased by 2.7%,
reaching US$23 billion in disbursement,
reaffirming Vietnam's status as a sought-
after destination for foreign capital.

Looking ahead to 2024, Vietnam’s GDP
growth is estimated to hover around

the 6% mark next year, and the growth
prospect for Vietnam in 2024 is still more
favourable compared to other Southeast
Asian countries. The economy expanded
6.72% in the final quarter of 2023, which
is a good sign for 2024, however, this
projection will largely depend on events
unfolding in other parts of the world.
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E&P Merger & Acquisition activities

Global upstream M&A activity rose significantly in 2023 compared to 2022, reaching a total of ¢.$182 billion. This increase was in part
driven by activity in the US, following major mergers involving ExxonMobil, Chevron and Occidental Petroleum. M&A activity was not
constrained to North America and the latter part of the year saw ENI and Var Energi purchase Neptune Energy for $4.9 billion, and
Harbour Energy purchase Wintershall Dea for $11.2 billion.

Global E&P M&A Total Transaction Value, ($USDmm)
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The 2023 United Nations Climate Change
Conference (the Conference of Parties
or COP28) held in Dubai saw intense
scrutiny on the role of fossil fuels in the
future energy mix, the presentation of
the first Global Stocktake measuring
progress against the Paris Agreement
and a number of companies signing an
Qil & Gas Decarbonisation Charter. The
closing agreement, known as the ‘Dubai
Consensus’ was the first agreement with
wording agreed to phase out fossil fuels
alongside increasing renewable energy
and requirements for countries to report
their decarbonisation progress.

2016 2017 2018 2019

The United Nationals Environment
Programme (UNEP) Carbon Emissions
Gap report published in 2023 found

that there has been progress since

the Paris Agreement was signed in

2015. Greenhouse gas emissions in
2030, based on policies in place, were
projected to increase by 16% at the time
of the agreement’s adoption. Today,

the projected increase is 3%. However,
predicted 2030 greenhouse gas emissions
(GHQG) still must fall by 28% for the Paris
Agreement 2°C pathway and 42% for the
1.5°C pathway.

The International Energy Agency’s Energy
Outlook also published in 2023 continued
to note that energy security presents
opportunities for the energy transition
whilst Russia’s invasion of Ukraine,
instability in the Middle East could lead to
further disruption to energy markets and
prices. It is likely there will continue to be
an acceleration of countries and industries
committing to further decarbonisation in
the run up to 2030. Pharos continues to
monitor the global energy market to inform
future value and business decisions.

2020

2021 2022 2023

In December 2023, the Company took
the next step in its net zero journey by
publishing a detailed net zero roadmap,
following its commitment in September
2022, to achieve net zero GHG emissions
by 2050. This roadmap has been
researched and developed by specialist
consultants and models emission
reduction pathways to achieve net zero
Scope 1 (direct) and Scope 2 (indirect
emissions). The roadmap reinforces the
Company’s key value of sustainability
within its business strategy. Further details
on our Corporate Responsibility Report
can be found on page 62.

Pharos acknowledges the growing body
of regulation around climate change in
jurisdictions around the world, this stems
from scientific insight, raising standards
and increased disclosure requirements. In
2023 we continued to report and disclose
our emissions in accordance with UK
industry requirements and standards. The
Company notes the increasingly globalised
and integrated approach to voluntary
regulation through disclosure, with
companies going ahead of regulation. We
are committed to meeting requirements
including the Taskforce on Climate Related
Financial Disclosures (TCFD). Further
information on this can be found on page
83.
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CHIEF EXECUTIVE OFFICER’S STATEMENT

Commitment to adding value

JANN BROWN
Chief Executive Officer

portfolio.

Pharos delivered on several fronts in 2023. Throughout the
year, the Board and senior management team maintained a
clear focus on capital discipline to strengthen our financial
position and enhance existing opportunities within our

We put the funding of our established dividend programme at the heart of our business model, and it is
through this lens that we assess our capital allocation goals. We are determined to balance regular returns
to shareholders with investment in our assets to generate sustainable growth, and value per share whilst

preserving balance sheet resilience.

Our investment programme in 2023

We have managed the challenges of
payment delays in Egypt, thanks in part
to our carry, but also by strict cost control
and capital discipline. We ended the year
in a strong financial position with net debt
down 77% to $6.6m and cash balances
of $32.6m, from revenues of $168.1m.

A stronger balance sheet provides the
foundation to continue our track record
to deliver shareholder returns, adding
$8.4m this year through a combination of
share buyback programmes and dividend
payments. As at year end 2023, we are
proud to have returned a total of $537.6m
to shareholders.

Our assets are the foundation of our
returns and during the year, we made
progress on a number of opportunities
within the portfolio. In Vietnam, we
continued to deliver a high netback

and stable production during the year.
Production in 2023 from the TGT and
CNV fields averaged 5,127 boepd, in
line with guidance, with delivery from the
first CNV lateral well coming in above
expectations in the first half. The approval
of the TGT RFDP from MOIT in January
2024 was the final step towards the
commencement of a two-well TGT drilling
programme, which is expected to start
in the second half of this year. On the
exploration side, the publication of the
independent report prepared by ERCE
on Blocks 125 & 126 further highlights
the world-class scale and potential in
these basin-opening exploration blocks,
confirming 13,328 MMstb of mean gross

Pharos Energy

unrisked prospective oil resources. With
the exploration period of the PSC now
extended to November 2025, Pharos

is well placed to source a rig, bring in a
farm-in partner and complete all necessary
work to drill the first exploration well on
this exciting opportunity.

In Egypt, discretionary investment has
been modest, and focused on delivering
a steady performance from El Fayum,
averaging 1,381 bopd, in line with
guidance. We also ensured that our
commitments to host governments were
fulfilled. Most notably, the Group had
drilling successes on both the El Fayum
and North Beni Suef Concessions. The
NBS-SW1X exploration commitment well
was declared a commercial discovery and
put on production only nine months after
drilling, following the grant of a 20-year
development lease in September 2023.
This was a crucial first step towards
proving up this new reserve base and
adding further barrels to overall Group
reserves and subsequently production.
The reforms recently announced by

the Egyptian government, plus the
international funding packages totalling
together $57 billion, set out the path

for Egypt’s economic recovery and the
restoration of sustainable, inclusive
growth. In the early stages of these
reforms, the JV will maintain a measured
approach to capital allocation and drilling
in Egypt in 2024. However, we recognise
that it is important to be fully prepared

to increase our investment levels once

payments for oil production reach a more
regular pattern.

The health and safety of our workforce
remains our highest priority. We are
committed to operating safely and
responsibly at all times. Pharos continued
to have an excellent safety record during
2023, and | am pleased to highlight that
the Company reported zero LTls across
the Group. In particular, in Vietnam, this is
an achievement that we have maintained
since 1997 thanks to the JOCs’ consistent
efforts to provide and champion workers’
health, safety, and well-being. We are
careful to maintain this achievement going
into 2024.

Our stable operational performance

in 2023 has laid a solid foundation for
the 2024 work programme to further
develop growth potential in our assets.
Underpinned by a strong balance
sheet and steady production base
across the portfolio, Pharos is in a
good position to execute our strategy
of delivering sustainable value through
a focus on organic and inorganic
growth opportunities, coupled with our
commitment to regular shareholder
returns.
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CHIEF EXECUTIVE OFFICER’S STATEMENT - continued

A clear focus on our strategic priorities

1. Regular shareholder returns

2. Cash flow protections

3. Diverse opportunity sets

At Pharos, we have a firm commitment to
add sustainable shareholder value, and
both the means and discipline to do it.
We established a sustainable shareholder
return framework via share buybacks and
dividends, as part of the return mix that
we can control. Dividends have been a
key part of the Company’s equity story
since its listing and, following approval

at the 2023 AGM, we returned $5.6m

to shareholders via a single dividend for
the 2022 financial year of 1 pence per
share. In December 2023, an interim
dividend of 0.33 pence per share, or
$1.7m equivalent, was paid in January
2024. Our dividend policy is set in a clear
formula, returning no less than 10% of
operating cash flow (OCF) and takes into
account volatility in the market such as
movements in commodity prices, tax, and
working capital movements. Today, the
Board have recommended a final dividend
for the 20283 financial year of 0.77 pence
per share which, subject to shareholders’
approval at the Company’s 2024 AGM,
would take the 2023 full year dividend

to 1.10 pence per share, an increase

of 10% on the prior year. In addition,

we announced in December 2023 the
continuation of our share buyback
programme, with a further $3m committed
for 2024. This is another way for Pharos
to return value to shareholders and to
enhance NAV, earnings and dividends per
share to shareholders over time.

Prudent financial management is a core
part of our corporate DNA. Our focus

on capital discipline through careful cost
management and control has resulted

in material net debt reduction in recent
years. We maintain a balance of hedged
and free-floating Group production,

with less than 30% of the Group’s 2024
production hedged at 31 December 2023,
thus providing material exposure to the

oil price. Pharos also operates in two
very different jurisdictions which provides
diversification and resilience in a volatile
world. In particular, we are proud of our
consistent payment record in Vietnam,
with TGT & CNV crude commanding an
impressive premium to Brent of just under
$7/bbl in 2023, a significant improvement
from the prior year’s $4/bbl. This has
been driven by improvements in oil prices
and our three-year sales contract for all
TGT crude oil cargoes with BSR, which
provides benefits in delivering into the local
economy and reducing logistical spend as
well as output tax savings. Additionally, to
mitigate the impact of payment issues in
Egypt, we have a working capital facility
with the National Bank of Egypt (UK) to
smooth out payment cycles there. Our
receivables balance has built up in part
due to the benefit of the carry we have
had over all JV expenditure in Egypt,
leaving us with in-country corporate costs
only, and partly due to our position of

not drawing down the balance in local
currency. With the carry expiring in 1Q
2024, we intend to use this receivables
balance to fund the majority of the

JV expenditure going forward. As our
dividend policy is based on the resilience
of our operating cash flow, we maintain a
strict capital control framework to protect
our cash flows.

We have a portfolio of organic growth
opportunities in both Vietnam and Egypt,
with options continuously being explored
and development work progressed

to maximise the potential of these
complementary assets. In Vietham, a
variety of interesting leads and prospects
have been identified on Block 125, a
unique deep-water frontier exploration
opportunity. We are in active parallel
discussions with several parties interested
in farming-in to support the funding of

a commitment well on this Block and
engaging with another operator to secure
a well drilling slot during their multi-

well drilling programme in the region.

In Egypt, the exploration successes in
both the North Beni Suef and EI Fayum
Concessions, complemented by the 20-
year development lease on NBS-SW1X,
added significant value to our low-cost
Egyptian asset base and bode well for
future growth.

We keep our assets under review to
ensure that they are delivering the
expected value and will look to monetise
if we can accelerate this. As we maintain
a firm handle on our existing portfolio,
we are also considering inorganic
opportunities. We actively look for
opportunities to generate additional value
and cash flow for our shareholders. We
have a highly competent and dedicated
team with strong industry relations

to assess these in a disciplined and
systematic manner.
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CHIEF EXECUTIVE OFFICER’S STATEMENT - continued

Net Zero and our role in the
energy transition

As Pharos explores these opportunities,
we remain focused on the role we play

in the socio-economic development of
our host countries. We believe that oil
and gas companies like Pharos, with

our commitment to producing safely

and responsibly, a wealth of industry
expertise, and a strong balance sheet, will
continue to play an important part in the
energy transition, especially in emerging
economies. In dialogues with our host
governments, we note their recognition

of the importance of our operations

and investments to energy security and
prosperity. We are encouraged to keep
investing in their countries to ensure that
they benefit from their natural resources as
have many other nations, particularly in the
developed world. This is exactly what we
have done in 2023, having committed to
the domestic sale of 100% of oil and gas
produced from our producing assets in
both Egypt and Vietnam during the year.

The critical role of upstream producers
in the energy supply chain also opens
opportunities to add value through the
integration of other alternative energy
resources, both to improve upstream
efficiency and for standalone cash
generation.

Pharos strengthened our commitment

to net zero in 2023. We took another
step in maturing our net zero strategy

by publishing our Net Zero Roadmap in
December, which provided further clarity
in our pathway towards our 2050 climate
commitment. The Net Zero Roadmap,
which was researched and developed

by the Company in close consultation
with specialist advisors, established
decarbonisation levers and interim targets
to reduce our 2030 emissions by 15%
against baseline 2021 emission. Additional
information about our decarbonisation
strategy, Emission Management Fund,
and climate governance structure are
included in our Net Zero Roadmap, which
is available to download on our website.

We recognise that the path to net zero
will not be straightforward, as it will take
time to implement certain decarbonisation
technologies and require pragmatism
from our local partners, governments,
and other stakeholders. Nevertheless, we
are committed to our climate goals and
will navigate our net zero journey in an
honest and transparent manner, true to
our corporate values of the ‘The Pharos
Way’: Safety & Care, Energy & Challenge,
Openness & Integrity, Empowerment &
Accountability, and Pragmatism & Focus.

Our relationships with
stakeholders

‘The Pharos Way’ drives not only our
attitude towards sustainability and

net zero, but also the way we build

and maintain our relationship with
stakeholders. We were greatly encouraged
by the open and receptive dialogues we
had with key stakeholders during the year.

In January 2023, the Company held a
lunch to engage with analysts, both those
providing research on the Company and
those that do not, to foster relationships
with key figures in the industry. During

the year, we have met key individuals
representing regulators and government
in both Egypt and in Vietnam. We also
engage regularly and meaningfully with the
investment community and debt providers
through multiple roadshows, meetings,
live presentations, and Q&A sessions.

We remain actively engaged with our joint
venture partners and regularly participate
in budget reviews, work programme
discussions, and Management Committee
meetings throughout the year. The Board
and management team work hard to
ensure we meaningfully engage with the
whole workforce at various points during
the year, as previously discussed in the
Chair's Statement.

The supportive relationship that exists
between Pharos and its different groups
of stakeholders is a key building block to
the successful delivery of our strategy,
and we will continue to build on these
collaborative relationships in 2024 and
beyond.

Outlook

Although 2023 brought continued
uncertainties, Pharos rose to
these challenges and delivered

a stabilised asset base set for
growth, a more resilient balance
sheet, well-protected cash

flows, and an exciting mix of
opportunities to pursue in 2024.

Finally, the significant change in the
outlook for the Egyptian economy
means that the most turbulent
years look to be behind us. | have
therefore decided that this is the
right time for me to step down and
hand over the baton to someone
who will lead that next phase.

With capital discipline in our DNA,
a clear set of strategic objectives,
a portfolio of complementary
assets, a strong financial

position, a dedicated and diverse
workforce, a committed Board
and bench strength across the
management team, the company
has started 2024 well-positioned
to deliver long-term sustainable
value for all, and my successor will
be chosen to take that to the next
level.

| would like to take this opportunity
to thank all our stakeholders for
their ongoing support and our
employees for their hard work,
commitment and tenacity. | am
confident in our ability to execute
our strategy and look forward to
seeing Pharos on a path towards
a new phase of growth and
shareholder returns.

INDAY

JANN BROWN
Chief Executive Officer
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BUSINESS MODEL

How our business model creates

sustainable value

We are building a business focused on generating sustainable returns.
We look to grow Pharos through the responsible management of our
current portfolio and careful selection of opportunities, particularly
those with near-term low-cost development and exploration assets
with transformative potential within Asia and MENA.,

VALUE INPUTS

Our people
e Extensive industry experience

e Technical expertise & commercial
acumen

e Relationship-driven
e Diverse & inclusive workforce

Assess

We assess opportunities which offer near
term cash generation and longer term
growth. We generate opportunities from
within our existing asset base and balance
the value of investing in the business with
the value of cash returns to shareholders.

VALUE OUTPUTS

Organic growth

opportunities

e Development of existing
discovered resources

e World class exploration prospects
and leads in in Block 1258126 in
Vietnam

e Conventional and unconventional
+ exploration potential

VALUE INPUTS

Our assets

* Mix of complementary assets

e Low-cost onshore drilling in Egypt
e Mature, short payback in Vietham

e Basin-opening frontier offshore
exploration in Vietnam and proven
exploration upside in Egypt

| nvest

Our investment programme will continue
to be allocated over our asset base in a
disciplined manner to deliver sustainable
returns for our stakeholders. We maintain
a culture of prudent financial management,
capital allocation, and capital returns.

VALUE OUTPUTS

Stakeholders

e Net Asset Value (NAV) per share
growth

e Regular cash return to
shareholders

e |ocal capability training,
local employment & trusted
partnerships

e [n-country economic contribution
and social investment

VALUE INPUTS

Our capital

* Rigorous approach to cost

e | ow breakeven oil price in Vietham
* Modest gearing

e Disciplined capital allocation
process

Develop
& Produce

Our production increases through the
development of existing discovered
resources. We seek to maximise margins
through optimising production at low
operating costs. We are committed to
responsible and safe operations at all
times.

VALUE OUTPUTS

Growth metrics

e Safe and responsible operations

e Development of discovered
Egyptian resources through
onshore, low cost, in-fill drilling

e Continued development of
Vietnam producing assets
through licence extensions and
revised field development plans

e Farm-in partner to support the
funding of a commitment well and
develop the full potential of Block
125

Pharos Energy
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KEY METRICS

Reporting on our
performance

Governance Report Financial Statements Additional Information

We use both financial and non-financial metrics to manage long-term
performance and deliver on our responsible business plans. They
are kept under review and regularly tested for relevance against our

strategy and policies.

Non-IFRS measures on page 190

2023 Financial Measures

LOW CASH OPERATING COST
$/BOE *

15.70

2023 [ 15.70
2022 |, 16 3
202+ | o 05

Description

Low operating expenditure helps deliver high margin production
revenues. The cost of producing a single barrel of oil is influenced by
industry costs, inflation, fixed costs and production levels.

Objective
To be profitable at lower oil prices.

Performance

Pharos achieved an operating cost of $15.70/boe in 2023, a
decrease over 2022, largely due to lower FPSO cost on TGT and,
in Egypt, the continuing devaluation of EGP against USD during the
year.

Outlook

We continue to target improvements in 2024 and beyond through
managing costs and increasing production.

Links to strategy Associated risks
e Deliver value through e Partner alignment risk
growth

e Political and regional risk

Links to Remuneration Report (See page 126)

CAPITAL EXPENDITURE CASH

$M (includes abandonment funding)

26.7

2023 N 26.7
2022 | ©
22+ |, ' ©

Description

Investment in the asset base required to maintain and grow the
business and directed to the assets in Egypt and Vietnam.

Objective
To achieve returns in excess of cost of capital.

Performance

The 2023 cash capital expenditure was lower than 2022 due to
reduced drilling campaigns. No new development wells were drilled
on TGT, and the new lateral well 2PST1 on CNV, which commenced
in 2022, was completed in February 2023. In Egypt, there were three
new wells on El Fayum and, on NBS, the first exploration well, NBS-
SW1X, started producing in December 2023.

Outlook

The cash capex forecast for 2024 is expected to be ¢.$32.2m
(c.$27.3m after Egyptian carry by IPR).

Links to strategy Associated risks

e Deliver value through e Commodity price risk
growth

® |nvestment growth

® Partner alignment risk

Pharos Energy
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KEY METRICS - continued

CASH AND CASH EQUIVALENTS
$M

32.6

2023 NN 32.6
2022 [, - > 3
2021 | -7

Description

Pharos has a history of stable finances and a strong balance sheet
due to the prudent management of producing assets.

Objective
To maintain financial strength through preserving the balance sheet,

to invest in growth opportunities in excess of the cost of capital and
to generate sustainable returns to shareholders

Performance

Pharos has a cash balance of $32.6m, a decrease of 28% on prior
year, mainly driven by lower commodity prices and production
volumes. In addition, cash reserves have been utilised in the
repayment of borrowings, predominantly the RBL, which has
significantly lowered our debt level to $39.2m (2022: $74.2m).
Pharos’ net debt position as of 31 December 2023 was $6.6m
(2022: $28.9m).

Outlook

Capital discipline and financial stability have always been key to the
Company and continue to underpin the business.

Links to strategy Associated risks

e Deliver value through e Commodity price risk
growth

e Return to shareholders

e |nsufficient funds to meet
commitments

RETURNS TO SHAREHOLDERS
PENCE PER ORDINARY SHARES

1.10

2023 |, 1.10
2022 |, 0

2021 |0

Description

Commitment to cash returns to shareholders remains a core element
of our overall allocation framework

Objective
To provide sustainable cash returns to shareholders.

Performance

The Board have recommended a final dividend in respect of the

year ended 31 December 2023 of 0.77 pence per share subject to
approval of the shareholders at the Company’s 2024 AGM. Subject
to this approval, the final dividend will be paid in full on 19 July 2024
in Pounds Sterling to ordinary shareholders on the register at the
close of business on 14 June 2024, with an ex-dividend date of 13
June 2024. This would take the 2023 full year dividend to 1.10 pence
per share, an increase of 10% on the prior year.

Outlook

We are committed to delivering long term, sustainable value to our
shareholders via both regular cash returns yield and organic growth.
An annual dividend remains a key aspect of the Company’s capital
discipline and investment thesis.

Links to strategy Associated risks

e Deliver value through e Commodity price risk

e e (Climate change risk

e Return to shareholders e Sub-optimal capital

allocation risks

Pharos Energy
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KEY METRICS - continued

Operational measures
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LOST TIME INJURY FREQUENCY (“LTIF”)
PER MILLION MAN-HOURS WORKED

0

20230

2022 | I, o <2

2021 |0

Description

Safety of our workforce remains our number one priority. The Group
is committed to operating safely and responsibly at all times. Having
a positive impact on the wellbeing of our employees, our contractors
and the local communities in which we operate is a priority.

Objective
To achieve zero LTIF across the Group’s operations.

Performance

In 20283, we are pleased to report that there were zero lost time
injuries and zero fatal incidents across the Group.

Outlook

Continue to work closely with the Joint Operating Companies to
maintain high safety standards and training with the aim of driving
continuous improvement year-on-year.

Links to strategy Associated risks
e Focus on stakeholders e HSES risk

e Partner alignment risk

Links to Remuneration Report (See page 126)

Pharos Energy

GROUP NET PRODUCTION
BOEPD

6,508

2020 I © 505

Description

Production revenues generate cash flows which are re-invested in
the portfolio of assets, new business opportunities, and in returns to
shareholders.

Objective
To optimise production from the Group’s asset base.

Performance

Vietnam 2023 working interest production was 5,127 boepd net
(2022: 5,418 boepd net) and Egypt 2023 working interest production
was 1,381 bopd net (2022: 1,748 bopd net).

Outlook

Group working interest 2024 production guidance is 5,200 — 6,500
boepd net. Vietnam 2024 production guidance is 3,900 — 5,000
boepd net, and Egypt 2024 production guidance is 1,300 — 1,500
bopd net.

Links to strategy Associated risks

e Deliver value through * Reserve risk

growth e Sub-optimal capital

allocation risks

e Commodity price risk

Annual Report and Accounts 2023
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KEY METRICS - continued

SOCIAL AND ECONOMIC INVESTMENT
$

747,373

2023 | 747,373
2022 |, 595 600
2021 | 765,000

Description

In Vietnam, a training levy of $150,000 for each joint operating
company goes into a fund which is ring-fenced to support the
development of future talent in the industry. In Egypt, under the El
Fayum and North Beni Suef Concession Agreements, the Company
contributes a total of $200,000 per year split equally between the
two Concessions to support training and development within the
industry.

Objective

To continue supporting local capability building and social
investments in Vietnam and Egypt.

Performance

In 2023, in addition to the aforementioned training levy funds (which
totals to $500,000), a further $247,373 was invested in a total of

22 healthcare, education, infrastructure and community projects. To
enhance our social investment efforts, we have established a Charity
and Community Projects committee responsible for selecting and
allocating funds to worthy causes and projects. More details can be
found in our Corporate Responsibility Report on page 73.

Outlook

Build on previous work, and continuously assess and review where
the most valuable contribution to long-term social projects, both at
the local level and more widely, can be made.

Links to strategy Associated risks
e Focus on stakeholders e Commodity price risk

e |nsufficient funds to meet
commitment

e Business conduct and
bribery

EMPLOYEES UNDERTAKEN ANTI-BRIBERY
AND CORRUPTION TRAINING %

100

2025 I 100
2022 | -
-

Description

Our Anti-Bribery and Corruption (“ABC”) programme is designed
to prevent corruption and ensure systems are in place to detect,
remediate and learn from any potential violations. All personnel are
required to complete annual ABC training.

Objective

To have all Group personnel complete the annual ABC programme
including training, testing and self-declaration statement.

Performance
100% of personnel completed the ABC training as at year end 2023.

Outlook

Maintain 100% completion rate for the ABC training and testing.
Comply with new legislations and industry best practices and ensure
the training programmes are up-to-date.

Links to strategy Associated risks

e Deliver value through e Partner alignment risk

Sl e Business conduct and

e |nvestment growth bribery

Pharos Energy
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OPERATIONAL REVIEW

The Group has a 45% non-operating interest
in two concessions in Egypt - El Fayum and
North Beni Suef.

1 ,381 bopd 11

Development leases in

2023 Egypt production (net) El Fayum and North Beni Suef

El Fayum (D,P,E)

The El Fayum Concession is located in
the low-cost and highly prolific Western
Desert, about 80km south west of Cairo
and close to local energy infrastructure.

El Fayum Concession

North Beni Suef (D,P,E)

The North Beni Suef (NBS) Concession is
also located in the Western Desert, to the
south of the El Fayum Concession. After
declaring commercial discovery in NBS
SW 1X well and fulfilling the exploration
commitment in NBS Concession,

® ' the company was granted a 20-year
development lease for NBS Concession
from September 2023 with extra five years
extension with bonus payment.

North Beni Suef Block

(¥ ]

D: Development P: Production E: Exploration
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Egypt Production in 2023

Production for 2023 from the EI Fayum
Concession averaged 3,069 bopd gross
and 1,381 bopd net to the Group (2022:
3,128 bopd gross and 1,748 bopd net).
This is in line with the 2023 production
guidance announced in January 2023 of
1,350 - 1,800 bopd net.

2024

Work Programme

El Fayum &

North Beni Suef

Egypt Development and
Operations in 2023

El Fayum

Egypt Exploration in 2023

El Fayum exploration

Three new wells in El Fayum (2 producers
and 1 injector) were put on production
and injection in 2023, in line with pre-drill
expectations.

North Beni Suef

On El Fayum, there was exploration
success with the first commitment well

in the Abu Roash G and Upper Bahariya
formations in July 2023. The well is set up
for re-entry and testing in 2024.

North Beni Suef (NBS) exploration

On NBS, the first exploration commitment
well (NBS-SW1X) was declared a
commercial discovery and put on
production in December 2023. A new
20-year development lease for NBS-SW1X
was awarded by EGPC in September
2023, opening up a new area for
production and development.

Two workover rigs remain on field to
contribute to production through low-
cost well repairs, recompletions, and
deployment of water injection.

On NBS, all technical commitments of

the initial exploration period have been
fulfilled with 3D seismic survey acquired on
time and on budget in 2H 2023, and the
completion of two exploration commitment
wells. As noted above, in September
2023, NBS-SW1X was declared a
commercial discovery. Production from
the well commenced in December 2023,
following the grant of the first development
lease on the Concession. The second and
final exploration commitment well for the
first phase of the NBS exploration period
(NBS-5X) was drilled in the Abu Roash G
formation at a deeper depth and failed to
encounter oil-bearing sands. The result of
this well does not hinder other mapped
prospects in the Concession.

Egypt production guidance for 2024 is 1,300 — 1,500 bopd net.

Continuation of modest and measured approach to capital allocation and
drilling in El Fayum and NBS, with potential to ramp up activity this year
and beyond in response to the improving economic environment.

Focus for this year's work programme in El Fayum is low-cost

recompletions and waterflood.

Development drilling in the NBS SW field is planned to start in 2H 2024.

Processing and interpretation of ¢.130km? of 3D seismic data on NBS is
underway and expected to be completed in 2H 2024.

Pharos Energy
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OPERATIONAL REVIEW - continued

Vietham

Pharos has two producing assets, Te Giac
Trang (TGT) and Ca Ngu Vang (CNV), and
two exploration blocks (Blocks 125 & 126)
in Vietnam.

5,1 27 boepd 4

2023 Vietnam production (net) Blocks in Vietham

Block 9-2 CNV Field (D&P)

CAMBODIA The CNV Field is located in Block 9-2,
offshore Vietnam, in the shallow water Cuu
Long Basin. In contrast to the geology of
TGT, the CNV Field reservoir is fractured
granitic Basement.

HO CHI MINH CITY

VIETNAM

4 p

Block 16-1 TGT Field (D&P)

The TGT Field is located in Block 16-1,
offshore Vietnam in the shallow water
Block 9-2 CNV Field Cuu Long Basin multi-stacked sandstone
reservoirs.

CAMBODIA

. 5,125 | Blocks 125 & 126 (E)
) Blocks 125 & 126 are located in moderate
VIETNAM Block 126 to deep waters in the Phu Khanh Basin,
north east of the Cuu Long Basin.

HO'CHIMINH CITY
()

D: Development P: Production E: Exploration
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OPERATIONAL REVIEW - continued

Vietnam Production in 2023

Production in 20283 from the TGT and CNV
fields net to the Group’s working interest
averaged 5,127 boepd (2022: 5,418
boepd). This is in line with the production
guidance for Vietnam announced in
January 2023 of 4,700 - 5,700 boepd net.

TGT production averaged 12,341 boepd
gross and 3,661 boepd net to the Group
(2022: 18,784 boepd gross and 4,089
boepd net). CNV production averaged
5,861 boepd gross and 1,466 boepd net
to the Group (2022: 5,317 boepd gross
and 1,329 boepd net).

2024

Work Programme

TGT & CNV Fields

Blocks 125 & 126

Vietham Development and
Operations in 2023

TGT & CNV Fields

Vietham Exploration
in 2023

Blocks 125 & 126

On Block 16-1 — TGT Field, operational
activities were focused on adding low-cost
production through well intervention and
production optimisation opportunities
(surface and subsurface) in absence of
new wells drilling. The TGT RFDP was
approved by MOIT on 9 January 2024.

On Block 9-2 — CNV Field, the field saw
strong performance from its first new
lateral well, which was delivered on time,
under budget, and put on production in
1Q 20283. The CNV RFDP for additional
drilling was submitted to partners for
approval in 2023, and discussions are
ongoing.

The Company has continued to receive
positive feedback from Petrovietnam and
MOIT on the applications for five-year
extensions to the petroleum contracts for
the TGT and CNV fields.

On Blocks 125 & 126, a two-year PSC
extension was granted by MOIT on 13
June 20283, extending the first exploration
period of the PSC to 8 November 2025.
This approval shows the encouraging
level of support from the Vietnamese
Government and discussions with a
number of interested parties to secure a
farm-in partner are progressing.

An independent CPR for Block 125 was
published on 20 July 2023, confirming a
range of gross unrisked prospective oil
resources of between 1,178 MMstb (1U)
and 29,785 MMstb (3U) with a Mean value
of 13,328 MMstb. The report supports the
Group’s internal assessments and paves
the way for further work to develop new
leads and mature leads to prospects.

The ongoing interpretation of 3D seismic
data has highlighted greater prospectivity
in the deeper water section of Block 125.
In order to drill one of these deeper water
prospects as the commitment exploration
well under the current exploration phase
of the PSC, a Drillship or Dynamically-
Positioned (DP) Semi-Submersible Rig is
needed.

Vietnam production guidance for 2024 is 3,900 — 5,000 boepd net.

Planning is well-advanced for a two-well TGT drilling programme in

2H 2024.

Continued engagement with partners and regulators to finalise the
five-year licence extensions for TGT and CNV.

Ongoing discussions with another operator to secure a well drilling slot
during their multi-well drilling programme in the region.

Progressing parallel discussions with several potential farm-in partners for
Blocks 125 & 126. Securing a rig slot will positively impact the farm-out

discussions.

Annual Report and Accounts 2023
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OPERATIONAL REVIEW - continued

Group Reserves and
Contingent Resources

The Group Reserves Statistics table below summarises our reserves and contingent resources based on the Group’s unitised net
working interest in each field. Gross reserves and contingent resources have been independently audited by RISC Advisory Pty Ltd
(RISC) for Vietnam and McDaniel & Associates Consultants Ltd. (McDaniel) for Egypt.

Group Reserves Statistics
Net working interest, mmboe TGT CNV Vietnam?® El Fayum NBS Egypt* Group

Oil and Gas 2P Commercial Reserves'?

As at 1 January 2023 8.8 3.4 12.2 15.0 - 15.0 27.2
Production (1.3) (0.5) (1.8) (0.5) - (0.5) (2.3)
Revision (1.2) ©.1) (1.3) (0.9) = (0.9) 2.2)
Discoveries = = = = 0.8 0.8 0.8

2P Commercial Reserves as at

31 December 2023 6.3 2.8 9.1 13.6 0.8 14.4 23.5
QOil and Gas 2C Contingent Resources'?

As at 1 January 2023 7.4 3.4 10.8 8.9 - 8.9 19.7
Revision (1.1) 2.2 1.1 0.7 - 0.7 1.8
2C Contingent Resources as at

31 December 2023 6.3 5.6 11.9 9.6 - 9.6 21.5
Total of 2P Reserves and 2C Contingent 12.6 8.4 21.0 23.9 0.8 24.0 45.0

Resources as at 31 December 2023

1) Reserves and Contingent Resources are categorised in line with 2018 SPE/WPC/AAPG/SPEE /SWLA Petroleum Resource Management System.
2) Assumes an oil equivalent conversion factor of 6,000 standard cubic feet per barrel of oil equivalent.
3)
4)

Reserves and Contingent Resources have been independently audited by RISC.
Reserves and Contingent Resources have been independently audited by McDaniel.

Vietham Reserves and Contingent Resources

In accordance with the requirements of its RBL, the company commissioned RISC to provide an independent audit of gross (100% field)
reserves and contingent resources for TGT and CNV as of 31 December 2023.

Vietnam Reserves Statistics
Net working interest, mmboe TGT CNV Total Vietnam

Oil and Gas 2P Commercial Reserves'??

As at 1 January 2023 8.8 3.4 12.2
Production (1.3 (0.5) (1.8)
Revision (1.2) (0.1) (1.3)
2P Commercial Reserves as at 31 December 2023 6.3 2.8 9.1

Oil and Gas 2C Contingent Resources’?*

As at 1 January 2023 7.4 3.4 10.8
Revision (1.1) 2.2 1.1
2C Contingent Resources as at 31 December 2023 6.3 5.6 11.9
Total of 2P Reserves and 2C Contingent Resources as at 31 December 2023 12.6 8.4 21.0

1) Reserves and Contingent Resources are categorised in line with 2018 SPE/WPC/AAPG/SPEE /SWLA Petroleum Resource Management System.
2) Assumes oil equivalent conversion factor of 6,000 scf/boe.
3) Reserves and Contingent Resources have been independently audited by RISC.

Pharos Energy Annual Report and Accounts 2023




OPERATIONAL REVIEW - continued

On TGT, 2P reserves were revised downwards due to a 9-month delay in drilling of the two infill wells, lower expected benefit from well
activities as the field becomes more mature and a slow production ramp-up following the annual maintenance shutdown in the last
quarter of the year. 2C contingent resources were revised accordingly.

On CNV, the 2P reserves were largely in line with the previous year. 2C contingent resources were revised upwards due to the inclusion
of one additional lateral side-track well.

In Vietnam, the Group has applied for an extension to the petroleum contracts for the TGT and CNV fields. We expect changes to the
discovered resources upon receiving approval from the government.

Egypt Reserves and Contingent Resources

Egypt Reserves Statistics

Net working interest, mmboe El Fayum NBS Egypt

Oil and Gas 2P Commercial Reserves'?

As at 1 January 2023 15.0 - 15.0
Production (0.5) - (0.5)
Revision (0.9) - (0.9)
Discoveries - 0.8 0.8
2P Commercial Reserves as at 31 December 2023 13.6 0.8 14.4

Oil and Gas 2C Contingent Resources'?

As at 1 January 2023 8.9 = 8.9
Revision 0.7 = 0.7
2C Contingent Resources as at 31 December 2023 9.6 - 9.6
Total of 2P Reserves and 2C Contingent Resources as at 31 December 2023 23.2 0.8 24.0

1) Reserves and Contingent Resources are categorised in line with 2018 SPE/WPC/AAPG/SPEE /SWLA Petroleum Resource Management System.
2) Reserves and Contingent Resources have been independently audited by McDaniel.

On El Fayum, the delay in the execution of the field development plan have resulted in a downward revision of the 2P reserves, pushing
some volumes into the contingent resources category.

North Beni Suef is included in the reserves assessment for the first time, following a successful exploration well and granting of the
Development Lease. Initial reserves are granted based on a limited development of two producer wells offset to the discovery well. The
full development programme will be incorporated following the interpretation of the new 3D seismic acquired during 2023.

Group’s Net Working Interest Reserves and Contingent Resources

TGT Field at 31 December 2023 (mmboe) (net to Group’s working interest)

Reserves? 1P 2P 3P
Qil 4.8 5.9 71
Gas' 0.2 0.4 0.6
Total 5.0 6.3 7.7
Contingent Resources? 1C 2C 3C
Qil & 6.1 9.0
Gas' 0.1 0.2 0.4
Total 3.4 6.3 9.4
Sum of Reserves and Contingent Resources?® 1P &1C 2P & 2C 3P & 3C
Qil 8.1 12.0 16.1
Gas' 0.3 0.6 1.0
Total 8.4 12.6 17.1

1) Assumes oil equivalent conversion factor of 6,000 standard cubic feet per barrel of oil equivalent.
2) Reserves and Contingent Resources have been audited independently by RISC.
3) The summation of Reserves and Contingent Resources has been prepared by the Company.
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CNV Field at 31 December 2023 (mmboe) (net to Group’s working interest)

Reserves? 1P 2P 3P
Qil 1.8 1.7 2.1
Gas' 0.8 1.1 1.3
Total 2.1 2.8 3.4
Contingent Resources? 1C 2C 3C
Qil 1.8 315 5.2
Gas' 1.4 2.1 3.2
Total 2.9 5.6 8.4
Sum of Reserves and Contingent Resources?® 1P &1C 2P & 2C 3P & 3C
Qil 3.1 5.2 7.3
Gas' 1.9 3.2 4.5
Total 5.0 8.4 11.8
1) Assumes oil equivalent conversion factor of 6,000 standard cubic feet per barrel of oil equivalent.

2) Reserves and Contingent Resources have been audited independently by RISC.

3) The summation of Reserves and Contingent Resources has been prepared by the Company.

El Fayum Concession at 31 December 2023 (mmboe) (net to Group’s working interest)

Reserves' 1P 2P 3P
Qil 6.8 13.6 17.9
Contingent Resources’ 1C 2C 3C
Qil 3.6 9.6 19.2
Sum of Reserves and Contingent Resources? 1P &1C 2P & 2C 3P & 3C
Total 10.4 23.2 37.1
1) Reserves and Contingent Resources have been audited independently by McDaniel.

2) The summation of Reserves and Contingent Resources has been prepared by the Company.

North Beni Suef Concession at 31 December 2023 (mmboe) (net to Group’s working interest)

Reserves' 1P 2P 3P
Qil 0.2 0.8 0.9
Contingent Resources’ 1C 2C 3C
Qil = = =
Sum of Reserves and Contingent Resources? 1P &1C 2P & 2C 3P &3C
Total 0.2 0.8 0.9

1) Reserves and Contingent Resources have been audited independently by McDaniel.

2) The summation of Reserves and Contingent Resources has been prepared by the Company.

Pharos Energy

Annual Report and Accounts 2023



SECTION 172(1) STATEMENT

S.172(1) Companies Act 2006

The duty under section 172(1) of the Companies Act 2006 is applied
in addition to the other duties of a Director. Each Director must
discharge these duties in accordance with the duty of care, skill and
diligence both objectively and to a subjective standard.

In accordance with section 172(1) of
the Companies Act 2006 (“s.172(1)"),
the Directors of the Company have a
statutory duty to promote the success
of the Company. The Board of Pharos,
as individuals and together, consider
that they have acted in a way that would
most likely promote the success of the
Company, and deliver the goals and
objectives for the benefit of its members
as a whole in relation to all stakeholders
who may be affected by or engaging with
the Company'’s activities.

Board meetings and
discussions

The Board has always taken into account
its 5.172(1) obligations during the year in
line with current reporting requirements.
Their key decisions have been specifically
confirmed at each Board meeting to

take into account these matters. This

has been supplemented by the roles of
the individual Directors giving due regard
and consideration of each element of the
s.172(1) requirements including:

a) The likely consequences of any
decisions in the long-term;

b) The interests of the employees;

c) The requirements to foster business
relationships with suppliers, customers,
and others;

o

The impact on the community and
environment of the Company’s
operations;

o

The desirability of the Company
maintaining a reputation for high
standards of business conduct; and

f) The need to act fairly as between
members of the Company.

lllustration of how s.172(1) factors have
been applied by the Board are set out
below and can also be found throughout
the Strategic Report of which this
statement forms part.

a) The likely consequences of any
decisions in the long-term

During its meetings and discussions,

the Board considers decisions with

keen regard to consequences in the
long term for the business. For example,
in November 2023, the Board held a
Strategy Day to assess and evaluate our
strategy to deliver long-term, sustainable
value for all our stakeholders, and its
implications on our decision-making
process. This involved, amongst other
things, presentations and other inputs
from a number of key external parties,
including shareholders, ESG experts
and corporate advisers. At all regularly
scheduled meetings and discussions of
the Board and committees of the Board

(‘Board Committees’), several papers
are presented to promote discussion and
provide options for the Board to hold an
informed and balanced debate.

For more information on how

the Board consider decisions
with regards to the long-term
consequences for the business,
in light of the principal risks to the
Company and its business, see
page 48 of the Risk Management
Report. For more information on
the Strategy Day, see page 17 of
the Chair’'s Statement.

b) The interests of the employees

The interests of the Company’s employees
is a key element of the statutory duty
under s.172(1). Throughout the year,

we have continued to run a dedicated
Monday weekly meeting to ensure all
colleagues are regularly informed about
important business developments in the
Company and the Group. There are also
regular team, departmental and asset
meetings in smaller groups, allowing

all staff a greater opportunity to share
knowledge and debate issues. These
forums also act as channels through
which employees can ask questions and
contribute to the strategy and function

of the business. We have continued to
make extensive use of video conferencing
facilities during calls and remote meetings
to maintain visibility and connection. We
have also seen an increase in face-to-
face meetings, which many of the team
appreciate as a collaborative environment
for the exchange of ideas, knowledge
and advice. As noted in last year’s

report, the 2022 reorganisation of the
Group instituted a flatter organisational
structure, and this has resulted in shorter
lines of management and more direct,
accessible channels of communication
with leadership.
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The Executive Directors receive regular
updates on colleague engagement to
understand any complaints or troubles
from the hybrid work environment. At

the beginning and end of each calendar
year, every employee is encouraged to
set their own personal and professional
development objectives and appraisal for
the upcoming year. Each employee has at
least two meetings with their line manager
during the year, to discuss and agree

the objectives and to review progress
mid-year. Line managers also provide
additional support where needed and
assist the employee in overcoming any
difficulties they might be facing.

Following feedback received in previous
years, in which events such as off-

site away days and in-person monthly
meetings were proposed to avoid staff
isolation and promote team culture, the
Company organised a Group-wide off-site
event in June 2023, where colleagues
from Egypt, Vietnam and UK all met

in London to exchange ideas, provide
feedback and engage in structured
team-building activities. The event

proved very successful, with the sharing
of knowledge and practical experience
having an immediate impact. The off-site
event also resulted in a number of new
staff-led initiatives, including a Group-
wide quarterly video conference and a
commitment to an annual Group-wide off-
site event. The Board believes that these
Group-wide events are important not only
for the effective and efficient functioning of
the Company and the business, but also
for the development, advancement and
wellbeing of the Group’s global workforce.

Throughout the year, during all employee
events, John Martin, as Chair of the Board
and designated Non-Executive Director
responsible for workforce engagement,
made himself available to all employees
and encouraged all staff members to share
their concerns, feedback and views about
the Company. Any feedback was then
taken into account and communicated

to the Board and Executive Directors as
suggestions for improvements.

For more information on the
Board’s engagement with
employees, see page 62 of the UK
Corporate Governance Code.
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c) The requirements to foster
business relationships with
suppliers, customers, and others

The Group’s business relationships

with suppliers, service providers and
vendors are subject to regular review

and consideration through vendor

due diligence and active contracts
management. Vendor due diligence is
actively undertaken before a service
provider of any size is engaged. Significant
contracts, concessions and commitments
are considered by the Executive Directors
and the Board, or relevant Board
Committee, supported by papers outlining
impact and consequences of potential
decisions. All significant contracts and the
legal terms of other commitments are also
thoroughly reviewed by the Group General
Counsel and, if necessary, referred to
specialist external counsel.

Our relationships with joint venture
partners, host governments, regulatory
authorities, shareholders and analysts are
the foundation to support the success

of our business. In January 2023, the
Company held an analyst lunch to engage
with media journalists and analysts

to foster open and communicative
relationships with key figures in the
industry. In May 2023, the Executive
Directors met the CEO of EGPC, the
industry regulator and state oil company
in Egypt, and met with both JOC partners
and with MOIT, the regulator in Vietnam,
to discuss the Revised Field Development
Plans and licence extensions for TGT and
CNV. Additionally, during the Strategy
Day held in London in November 2023,
the Board had presentations and inputs
from a number of key parties, including
shareholders, ESG experts and corporate
advisers. In June 2023 and December
2023, the Executives participated in ad-
hoc roadshows with our corporate brokers
in order to engage with a wide group of
existing shareholders and prospective
investors.

We plan to continue to engage in a
personal and meaningful way with our
stakeholders, such as host governments,
suppliers, joint venture partners,
shareholders, and others in the future.

For more information on how the
Company foster relationships with
stakeholders, see page 21 of our
CEQ’s Statement and page 106
of our UK Corporate Governance
Code.

d) The impact on the community
and environment of the Group’s
operations

The organisation has provided robust
evidence of its commitment to ESG in the
sector through its Corporate Responsibility
Report, TCFD Report and ESG Committee
Report. Pharos reports transparently on
various Corporate Responsibility metrics
such as lost time injuries, GHG emissions,
energy consumption, waste produced
and recycled, and freshwater usage in
our Annual Reports. Over the past five
years, the Company have participated

in the CDP (Climate Disclosure Project)
Climate Change Questionnaire and have
maintained our score (C), which is also
the industry average. The Company’s
water usage disclosure in the CDP Water
Security Questionnaire also received a
score of (C). As a Group, we continue

to work to bring our disclosures in line
with the requirements of the TCFD. In
September 2022, the Company made a
formal commitment to achieve Net Zero
on all Scope 1 and 2 GHG emissions
across all assets by no later than 2050. In
December 2023 the Company published
a Net Zero roadmap, researched and
developed in close consultation with
specialist advisors and consultants and
including interim targets and asset-level
decarbonisation levers towards 2050.

In addition to this, the Company

remains committed to creating value in

a sustainable manner for host countries
and local communities as well as for staff.
During the year we sought to align our
social investment programme with the
United Nations Sustainable Development
Goals (UN SDGs). We worked closely with
our local partners and joint ventures to
ensure that our social initiatives continue
to have a positive impact on the regions
receiving the support and are relevant

to the community. In 2023, a total of
$247,373 was invested in 22 long-term
community projects across all of our
assets, and a further $500,000 was
invested in ring-fenced funds for training
to develop future talents in the industry in
Egypt and Vietnam.
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In addition, the Company announced
the establishment of an Emissions
Management Fund in September 2022,
reflecting that, as non-operator, the
Company has no direct control over the
facilities associated with the Group’s
producing assets. From every barrel

net to the Company sold at an oil price
above US$75, this Fund is provided
with US$0.25. In line with the Net Zero
roadmap, this Fund is intended to
provide financial support for emissions
management projects that are otherwise
not economically feasible. As at 31
December 2023 the value of the fund was
¢.US$400,000.

The Board regularly monitors the Group’s
business activities, financial positions,
cash flows and liquidity, and operating
environment through detailed forecasts.
Scenarios and sensitivities are carefully
researched and prepared by the Group’s
Business Intelligence Analyst and are
regularly presented to the Board, including
changes in commodity prices and in
production levels from the existing assets,
together with an assessment of other
factors that could affect the Group’s future
performance and position. These factors
include the impact on the community and
environment of the Group’s operations
and any prospective project or investment
decision.

For more information on the
Board’s commitment to ESG and
considerations on the community
and the environment, see pages
114 to 116 for the ESG Committee
Report, pages 16 to 17 for the
Chair's Statement, and pages

62 to 81 for the Corporate
Responsibility Report.

For more information on Board
oversight on business activities,
financial position and the
environment of the Group’s
operations, see page 48 of the
Risk Management Report.

e) The desirability of the Company
maintaining a reputation for high
standards of business conduct

The Group’s Code of Business Conduct
and Ethics and associated policies are
reviewed and re-approved by the Board
annually, and all policies and procedures
have been followed rigorously in 2023. The
Code of Business Conduct and Ethics is
placed at forefront of our engagement with
suppliers, vendors, partners, and public
officials. It is a requirement for all Group

employees and the Board to complete
and successfully pass their Anti-Bribery
and Corruption and Criminal Finance
E-Learning modules every year to ensure
that the expected standards of business
conduct and the Company’s values are
communicated and recognised across the
organisation. Our Whistleblowing Policy
ensures that employees are protected
from possible reprisals when raising
concerns in good faith. In addition to
internal reporting channels, we have a
confidential ethics hotline supported by
EthicsPoint with numbers displayed in our
local offices available 24 hours a day all
year round.

The Board recognises that 2023 has
seen significant geopolitical instability,
something that has impacted far reaching
communities and families, the global
economy, communities and trade. The
Group continues to support colleagues
and contractors during this difficult time,
as well as ensuring that our business can
continue to function unaffected. At an
operational level, the Group continues

to work with the JOCs on contingency
planning and mitigation in the event

that these conflicts, and any associated
sanctions, have a direct impact on the
Group’s business.

The Board has an obligation and duty

to ensure that the Company behaves
responsibly. The Board delegates

to the management team, including

the Executive Directors, the day-to-

day execution of the business in a
responsible way. The Executive Directors
communicate regularly and openly with
the Board and the other members of the
management team.

In connection with Board deliberation and
decisions, each Board member brings
individual judgement and considerable
experience to decision-making and
carefully assesses the course of action
most likely to promote the success of the
Company. In this context, reference is also
made to the discussion in point a) above
of the Board’s consideration of the likely
long-term consequences of any decision.

For more information on the
Company’s commitment to
maintaining high standards of
business conduct, see pages 48
to 53 for the Risk Management
Report and page 66 of the
Corporate Responsibility Report.

f) The need to act fairly as between
members of the company.

We believe a workforce with a diversity

of experience, nationalities, cultural
backgrounds and gender supports our
business strategy of long-term sustainable
growth. It is crucial to the success of

our business that we retain and develop
the diversity of our workforce and have
diversity and inclusion at the heart of our
recruitment, development and promotion
processes.

Our Code of Business Conduct and
Ethics, associated policies and the Pharos
Guiding Principles commit us to providing
a workplace free of discrimination

where all employees can fulfil their
potential based on merit and ability. We
remain respectful and accepting in our
relationships with employees without
discrimination or prejudice on grounds

of age, disability, gender, marital status,
sexual orientation, colour, race, religion
or any other characteristic protected by
applicable laws. They also commit us

to providing a fully inclusive workplace,
while providing the right development
opportunities to ensure existing staff have
rewarding careers.

During the year, recognising the
importance of diversity, equity and
inclusion in the workplace, and drawing
on the feedback from our Group-wide
offsite, the Company undertook an all-staff
survey to encourage open and honest
conversations around this topic within the
organisation. Understandings gained from
this survey provide the basis for future
dialogues and workshops going forward.

For more information on our
commitment to act fairly as
between members of the
company, see page 10 of

the Investment Case, pages

62 to 81 of the Corporate
Responsibility Report,

or visit our website at
www.pharos.energy/
responsibility/policy-statements/
for our Code of Business
Conducts and Ethics, Social
Responsibility policy, and Human
Rights statement.
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Conclusion

The Company is committed to good governance and will
continue to review the balance and effectiveness of the Board
with a view to maintaining the right skills, experience and
diversity to align with the Group’s strategic goals.

We will act and make decisions responsibly in the interests
of the Company, our shareholders and other stakeholders,
delivering our plan and working closely to consider the best
opportunities for the Company. Detailed Board and Board
Committee papers are carefully prepared and constructively
debated to ensure all scenarios and options are fully
considered in a timely and consistent fashion in meetings.

In accordance with s. 172(1), the Board has also continued to
consult with, and take account of, the views of our investors,
employees, partners, governments, suppliers and other
stakeholders throughout the year.

Other stakeholder engagement initiatives during the year not

mentioned above included but were not limited to: :

* Agile and responsible response to continue the
implementation of a flexible working model for UK staff,
with the option but not the obligation to work primarily
from home — protecting people, accommodating diverse
working preference, cutting costs and deferring capex

e Open and active dialogue with its institutional, private
and retail shareholders via website, X (formerly known
as Twitter) and LinkedIn, email communications, and
online meetings with Q&A to allow the wider public a
free platform to put questions directly to the Executive
Directors

e Regular liaison with proxy advisory and corporate
governance services on responsible investment, ESG and
the terms of shareholder resolutions

e A section of the agenda for each regularly scheduled
meeting of the Board being dedicated to investor relations
and stakeholder considerations

e Reports from corporate brokers and a financial PR firm on
feedback from investors and research analysts

Pharos Energy Annual Report and Accounts 2023




Annual Report and Accounts 2023

CHIEF FINANCIAL OFFICER’S STATEMENT

SUE RIVETT
Chief Financial Officer

We have returned a 7% vyield, or
$8.4m, to shareholders in the form
of dividends and share buybacks
and invested $26.7m in our asset
base, all while paying down $35m
of debt. This is despite a backdrop
of reduced commodity prices and
delays in payment for our Egyptian
sales. In Egypt, we generated
$2.5m of free cash during the year
from a combination of receipts from
our sales, receipt of the contingent
consideration and the carry from
our prior year farm out to IPR.

Our finance strategy continues

to support our commitment to
building shareholder value through
organic growth and sustainable
returns to shareholders.

We are in a net cash position as
of today and, as we move out of
the carry period on our Egyptian
concessions, we look forward to
drawing down on our receivables
balance with EGPC to support our
ongoing operations and capital
investment in El Fayum and our
new 20-year development lease at
North Beni Suef.

Today, | am delighted to confirm
the receipt of $10m in USD of our
outstanding receivables, which
equates to 26.7% of the year end
balance.

Financially strong

| am pleased to report strong
financial performance from our

operations and a strengthening
of our liquidity position, with
net debt down 77% to $6.6m

at the end of the year.

Operating performance

Revenues

Group revenues of $168.1m, prior to
realised hedging loss of $0.2m (2022:
$221.6m prior to realised hedging loss
of $22.5m) were negatively impacted by
a 17% decrease in realised commodity
prices.

Revenues for Vietnam of $149.2m (2022:
$184.8m) decreased year on year as

a result of lower realised prices and a
reduction in sales volumes due to timing
of cargoes. The average realised crude
oil price was $87.42/bbl (2022: $106.44/
bbl), an 18% decrease year on year, and
the premium to Brent was just under
$7/bbl on average (2022: over $4/bbl).
Production was lower at 5,127 boepd
(2022: 5,418 boepd). In October 2023,
the Company and its partners signed a
three year sales contract for all TGT crude
oil cargoes with BSR to cover the period
1 January 2024 to 7 December 2026.
This agreement supports energy security
in-country and eliminates export duty
being paid on cargoes, plus enables the
JOC to recover input VAT. The premium to
Brent will continue to be agreed every six
months, which provides the Group with
significant downside price protection for
production from our largest Vietnam field.

The revenue for Egypt of $18.9m (2022:
$36.8m, which includes an additional
$7m following the improvement in the
fiscal terms with the Third Amendment

to the El Fayum Concession, increasing
cost recovery oil from 30% to 40% from
November 2020) decreased largely

due to lower average realised crude oil
price, down 19% to $78.18/bbl (2022:
$96.03/bbl). On an equivalent basis,

45% working interest for the full year and
after excluding additional revenues from
the Third Amendment, 2022 revenues
were $24.0m. Production fell to 1,381
bopd (2022: 1,748 bopd, following the
farm-down of 55% interest and transfer
of operatorship of the Group’s Egyptian
assets to IPR completed on 21 March
2022). There are two discounts applied to
the El Fayum crude production — a general
Western Desert discount and one related
specifically to El Fayum. Both are set by
EGPC and combined stayed consistent
at over $4/bbl for the year (2022: over $5/
bbl).
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CHIEF FINANCIAL OFFICER’S STATEMENT - continued

Hedging

For 2023, Pharos entered into zero cost collar hedges to protect the Brent component of forecast oil sales and to ensure future
compliance with its obligations under the RBL over the producing assets in Vietham and to provide downside protection to cash flows in
the event of commodity price falling. The commaodity hedges run until June 2025 and are settled monthly. Our hedging positions for the
year resulted in a small $0.2m realised loss (2022: loss of $22.5m).

During 20283, 36% of the Group’s total oil entitlement production was hedged, securing average floor and ceiling prices for the hedged
volumes at $64.5/bbl and $100.8/bbl, respectively. The Group’s RBL requires the Company to hedge at least 35% of Vietnam RBL
production volumes and the current hedging programme meets this requirement through to December 2024, leaving 72% of Group
production unhedged as at 31 December 2023.

Please see below a summary of hedges outstanding as at 31 December 2023, which are all zero cost collar.

1Q24 2Q24 3Q24 4Q24 1Q25 2Q25
Production hedge per quarter — 000/bbls 120 120 150 120 60 60
Min. Average value of hedge - $/bbl 63.00 63.00 64.40 63.00 64.00 64.00
Max. Average value of hedge - $/bbl 91.50 87.88 88.66 89.00 90.00 90.00

Operating costs

DD&A

Group cash operating costs, defined

in the Non-IFRS measures section on
page 190, were $37.3m (2022: $42.8m).
Vietnam decreased by 9% from $31.7m to
$28.8m in 2023, the equivalent of $15.39/
bbl (2022: $16.03/bbl). The decrease is
due to lower costs relating to the FPSO
as a result of higher 3rd party production
throughput from the TLJOC, which
decreased the HLJOC’s share of the costs
(TLJOC had 23.2% cost share in 2023
compared to 14.5% in 2022). In addition,
for 1H 2022, there was $3.2m of export
duty paid on TGT oil cargoes, which in
2023, we were not required to pay due to
the oil being sold into the local economy.

Cash operating costs in Egypt were $8.5m
in 2023 (2022: $11.1m), which equates

to $16.86/bbl (2022: $17.40/bbl). The

3% decrease in cash operating costs per
barrel was mainly related to decreases

in transportation and fuel costs per bbl
together with decreases in the fixed costs
due to the devaluation of EGP against the
USD during the year. Cash operating costs
from 1 January 2022 up to 20 March 2022
were 100% share and from 21 March
2022 included only the Group’s remaining
45% share. On a 100% equivalent basis,
the cash operating costs for 2023 were
$19.2m (2022: $19.3m).

Group DD&A associated with the
producing assets increased marginally

to $55.4m (2022: $55.1m) driven by a
higher depreciating cost base following
December 2022 impairment reversals
taken on both Vietnam and Egypt, partially
offset by the 9% decrease in production
year on year and lower DD&A rates

per barrel from July following the net
impairment charges taken on Vietnam and
Egypt assets in June 2023.

DD&A per bbl is currently $27.25/boe for
Vietnam (2022: $25.79/boe). DD&A per

bbl for Egypt is $8.73/boe for the full year
production entitlement (2022: $6.43/boe).

Administrative expenses

Administrative expenses in 2023 of $9.0m
(2022: $10.0m) were lower than prior year.
After adjusting for the non-cash items
under IFRS2 Share Based Payments

of $0.9m (2022: $1.3m) and project

costs associated with new commercial
opportunities of $0.4m (2022: $nil), the
underlying administrative expense is
$7.7m (2022: $8.7m).

Operating (loss)/profit

Operating profit from continuing
operations for the year was $47.3m (2022:
$72.3m) excluding the net impairment
charge of $65.4m (2022: $27.9m net
impairment reversal), reflecting the
combined impact of a lower commodity
price environment throughout the year and
a decrease in production volumes.

Other/restructuring expenses,
loss on disposal and (loss)/
gain on fair value movement of
financial asset

Other/restructuring expenses for the

year of $0.6m (2022: $0.8m) were due

to changes in the best estimate of the
adjustment relating to the interim period
between the economic date of 1 July 2020
and the completion date of the disposal

of 55% interest in the Egypt concessions.
2022 included restructuring costs for both
the head office in London and the Egypt
office in Cairo ($0.1m). In addition, for
2022, there was a $0.7m charge relating
to the premium on the transfer of the lease
on the London office.

Loss on disposal in 2022 of $6.6m is
related to the farm-down transaction,
where 55% of the Group’s operated
interest in each of our Egyptian
Concessions, El Fayum and North Beni
Suef, acquired by IPR on 21 March 2022.

Pharos is entitled to contingent
consideration depending on the average
Brent price each year from 2022 to the
end of 2025 (with floor and cap at $62/
bbl and ¢.$90/bbl respectively). The
contingent consideration is calculated
yearly and is capped at a maximum total
payment of $20.0m (please refer to Note
20 and Note 37 for further details). From
2023, the variance of the contingent
consideration is booked under (loss)/gain
on fair value movement of financial asset.

The loss on fair value movement of
financial assets for the year of $0.3m
(2022: $0.3m gain) is due to $0.4m
revision of the contingent consideration,
partially offset by $0.1m reduction in
contingent liability (assignment fee).

Annual Report and Accounts 2023

Pharos Energy



CHIEF FINANCIAL OFFICER’S STATEMENT - continued

Finance costs

Finance costs decreased to $10.2m (2022: $12.7m), mainly related to a charge of $2.7m following a change in estimated future cash
flows following the December 2023 RBL redetermination and amortisation of capitalised borrowing costs of $(1.4)m (2022: charge
of $2.6m and amortisation of capitalised borrowing costs of $1.5m). There was interest expense payable and similar fees of $6.4m
charged on the RBL and NBE (2022: $6.1m), unwinding of discount on Vietham decommissioning provisions of $2.0m (2022: $1.3m)
and foreign exchange losses of $0.5m (2022: $1.2m) primarily driven by devaluation of EGP against USD.

Cash operating cost per barrel*

2023 $m 2022 $m
Cost of sales 111.2 116.8
Less
Depreciation, depletion and amortisation (55.4) (65.1)
Production based taxes (10.5) (14.7)
Export duty - (3.2)
Inventories (4.0) 1.8
Trade Receivable risk factor provision (2.2) (1.5)
Other cost of sales (1.8) (1.3)
Cash operating costs 37.3 42.8
Production (BOEPD) 6,508 7,166
Cash operating cost per BOE ($) 15.70 16.36
DD&A per barrel*

2023 $m 2022 $m
Depreciation, depletion and amortisation 55.4 55.1
Production (BOEPD) 6,508 7,166
DD&A per BOE ($) 23.32 21.07
* Cash operating cost per barrel and DD&A per barrel are alternative performance measures. See page 190.
Cash operating cost per barrel by Segment

Vietnam $m Egypt Total $m Total $m

Cost of sales 95.6 15.6 111.2
Less
Depreciation, depletion and amortisation (51.0) (4.4) (55.4)
Production based taxes (10.4) 0.1) (10.5)
Inventories (3.9 (0.1) (4.0)
Trade Receivable risk factor provision B (2.2 (2.2)
Other cost of sales (1.5) (0.3) (1.8)
Cash operating costs 28.8 8.5 37.3
Production (BOEPD) 5,127 1,381 6,508
Cash operating cost per BOE ($) 15.39 16.86 15.70
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DD&A per barrel by Segment

Vietnam $m Egypt $m Total $m
Depreciation, depletion and amortisation 51.0 4.4 55.4
Production (BOEPD) 5,127 1,381 6,508
DD&A per BOE ($) 27.25 8.73 23.32
Movements in the Property, Plant and Equipment
2023 $m 2022 $m
As at 1 January 381.8 399.8
Capital spend 121 23.2
Transfer from intangible assets 2.9 -
Revision in decommissioning assets (2.5) (13.9)
Recognition of right-of-use assets - 0.8
DD&A - Qil and gas properties (55.4) (65.1)
DD&A — Other assets (0.2) (0.1)
Impairment (charge)/reversal — PP&E (58.9) 27.1
As at 31 December 279.8 381.8
Property, Plant and Equipment 279.3 381.0
Right-of-use-Asset (IFRS 16 Impact) 0.5 0.8
As at 31 December 279.8 381.8

Taxation
The overall net tax charge of $19.8m (2022: $56.2m) relates to tax charges in Vietnam of $36.0m less the deferred tax credit on net
impairment charges of $16.2m (2022: Vietnam tax charges of $47.9m plus the deferred tax charge on impairment reversal of $8.3m).

The Group’s effective tax rate approximates to the statutory tax rate in Vietnam of 50%, after adjusting for non-deductible expenditure
and tax losses not recognised.

The Egypt concessions are subject to corporate income tax at the standard rate of 40.55%, however responsibility for payment of
corporate income taxes falls upon EGPC on behalf of PEF. The Group records a tax charge, with a corresponding increase in revenue,
for the tax paid by EGPC on its behalf. However, this is only valid if PEF is in a tax paying position and no such tax has been recorded
this year.

One of the Group’s companies entered into commodity zero cost collars designated as cash flow hedges. In accordance with IAS 12,
a deferred tax asset has not been recognised in relation to the hedging losses of $0.2m (2022: $22.5m) recorded in the year as it is
unlikely that the UK tax group will generate sufficient taxable profit in the future, against which the deductible temporary differences can
be utilised.

(Loss)/profit post-tax
The post-tax loss for the year of $48.8m (2022: $24.4m post-tax profit) included $53.8m of disposals, re-measurements and
impairments (2022: $14.9m). Business performance post-tax profit for the year was $5.0m (2022: $39.3m).

Disposals, re-measurements and impairments are comprised of the following:

Financial Statements Impact:
2023 $m 2022 $m

Revenue (0.2) (22.5) Realised hedging losses
Cost of sales (2.2) (1.5) Trade receivable risk factor provision
Impairment (charge)/reversal — Intangible assets (6.5) 0.8

Impairment (charge)/reversal — Property, plant

and equipment (58.9) 27.1

Revision of carry with IPR. In 2022, Egypt restructuring and

Other/restructuring expenses (0.6) 0.1) release of end of service provision

Loss on disposal - (6.6) Egypt farm-out

(Loss)/gain on fair value movement of financial asset (0.3) 0.3 Revision of contingent consideration in relation to Egypt farm-out
Finance costs (1.3) (4.1) Adjustment and amortisation of capitalised borrowing costs
Income tax credit/(charge) 16.2 (8.3) Deferred tax on impairment charge/(reversal)

Total (53.8) (14.9)
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Cash flow

Operating cash flow (before movements
in working capital) was $103.8m (2022:
$128.8m). After tax charges of $44.3m
(2022: $54.7m), restructuring and
exceptional expenses $nil (2022: $2.7m),
working capital adjustments of $15.0m
(2022: $18.1m) and interest received of
$0.4m (2022: $0.1m), the cash generated
from operations was $44.9m (2022:
$53.4m).

Cash generated from operations, after

tax charges, exceptional expenses and
working capital movements, is the basis of
our dividend framework.

Operating cash flow (before movements
in working capital) adjusted for the impact
of the hedging positions of $0.2m loss
(2022: $22.5m loss) gives an underlying
operational performance $104.0m (2022:
$151.3m), which is consistent with the
reduction in commodity prices and the
production decrease year on year.

The increase in receivables was $19.1m
(2022: increase in receivables of $7.7m).
The movement in 2023 is primarily driven
by $11.4m increase from Egypt, due

to EGPC receivables. Since 2Q 2022,

the Group has opted not to accept the
payment of PEF’s receivables balance in
EGP unless required for operations, such
as funding of ongoing expenditures upon
expiry of the carry with IPR. PEF is entitled
under contract to be paid for hydrocarbon
sales in US dollars. The progressive
devaluation of EGP against USD means
that it is preferable to continue to hold
USD denominated receivables.

In the space of two weeks, the Egyptian
Government has: (i) announced a
landmark agreement with ADQ (an Abu
Dhabi sovereign wealth fund), whereby
the latter will invest $35 billion for the
development of the new coastal city of
Ras El Hekma (the first $10 billion of which
were immediately paid to Egypt); (i) on 6
March 2024, raised all main interest rates
by 600 basis points; signed a significantly
expanded new loan from the IMF ($8
billion, including the original $3 billion
secured in December 2022, which should
facilitate additional $12 billion from other
institutional lenders including the World
Bank and the European Union); and let the
Egyptian pound (EGP) fully float.

It is also widely expected that the flotation
of the EGP will trigger an acceleration in
the Egyptian Government’s privatisation
plan.

The Group is optimistic that its receivables
position with EGPC will improve during
2024, through a combination of payments
in USD and some EGP revenues or
settlements, as needed, to fund our share
of operational expenditure.

There was also an increase in Vietnam
trade receivables of $7.4m (2022:
decrease in receivables of $6.9m) due to
three cargoes being lifted in December
2023. Payments for these cargoes were
received in January 2024.

Capital expenditure on continuing
operations for the year was lower at
$26.7m (2022: $31.9m). On Block 16-1

— TGT Field, no new development wells
were drilled in the year. During 2022, two
development wells were drilled. On Block
9-2 — CNV Field, one development well,
CNV-2PST1, completed in February 2023
and performed strongly, producing in
excess of pre-drill estimates. In El Fayum,
three wells were put on production and
injection in 2023 and, on NBS, the first
exploration commitment well, NBS-SW1X,
was declared a commercial discovery and
put on production in December 2023.

Net cash outflows from financing activities
of $50.1m (2022: $19.8m outflow)
included outflows in relation to the RBL
of $22.4m in June 2023 and $12.6m in
December 2023 (2022: $0.2m in June
2022 and $12.9m in December 2022)
following the half year and year end
redetermination processes. The amount
drawn stood at $30.0m at year end.

The RBL facility, which is secured only
over the Group’s interest in the Vietnam
producing assets, matures in July 2025.
The facility amount is amortised by
$14.2m, every redetermination, from

1 July 2022. The facility amount
decreased to $43.0m from 1 January
2024 and will decrease further to $28.8m
from 1 July 2024. The Group is able

to dividend up from the Vietnam RBL
zone to the Company twice a year in
January and July following approval of
the redetermination. The Debt Service
Reserve Account (DSRA) was put in funds
of $12.5m on the first business day of
2024 to service the principal repayment
due in July 2024 plus interest.

There was no net outflow from NBE
revolving credit facility (2022: $2.7m). This
facility allows PEF to draw down 60% of

the value of each El Fayum invoice in USD.

The amount drawn under the NBE facility
as at 31 December 2023 was $9.2m
(2022: $9.2m).

Financing activities also included $2.8m
outflow (2022: $2.9m) in relation to the
$3m extension of the share buyback
programme initiated in January 2023
and there was $5.6m outflow (2022: $nil)
following payment of the final dividend
for the 2022 financial year approved by
shareholders at the AGM in May 2023.

Tax strategy and total tax
contribution

Tax is managed proactively and
responsibly with the goal of ensuring that
the Group is compliant in all countries in
which it holds interests. Any tax planning
undertaken is commercially driven and
within the spirit as well as the letter of the
law.

This approach forms an integral part of the
Group’s sustainable business model.

The Group’s Code of Business Conduct
and Ethics seeks to build open,
cooperative and constructive relationships
with tax authorities and governmental
bodies in all territories in which it operates.
The Group supports greater transparency
in tax reporting to build and maintain
stakeholder trust. We have a number of
overseas subsidiaries which were set up
some time ago and the Group is now
proactively planning to bring these into the
UK tax net to ensure greater transparency
and comparability. No additional taxes

are expected to be due as a result of this
exercise.

During 2023, the total payments to
governments for the Group amounted

to $188.0m (2022: $245.3m), of which
$166.5m or 89% (2022: $211.5m or 86%)
was related to the Vietnam producing
licence areas, of which $110.8m (2022:
$140.7m) was for indirect taxes based

on production entitlement. In Egypt,
payments to government totalled $19.3m
(2022: $31.3m), of which $18.4m (2022:
$28.8m) related to indirect taxes based on
production entitlement.
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CHIEF FINANCIAL OFFICER’S STATEMENT - continued

Balance sheet

Intangible assets increased during the period to $18.2m (2022: $16.5m). Additions for the year related to Blocks 125 & 126 in Vietnam
$3.1m (2022: $3.1m), Egypt $8.0m (2022: $1.0m) and $nil (2022: $0.2m) for the Israeli bid round licence fee. The first exploration well
on NBS (NBS-SW1X) was declared a commercial discovery in December 2023 and exploration costs of $2.9m (2022: $nil) relating

to the development lease were transferred to property, plant and equipment. There were total Exploration and evaluation expenditure
impairment charges of $6.5m in the year (2022: $0.2m).

The movements in the Property, Plant and Equipment asset class are shown above.

Impairment (charges)/reversals

As a result of previously recognised impairment losses, combined with the ongoing oil price volatility, economic uncertainty leading to
high inflation globally and discount rates, and movements in 2P reserves, we have tested each of our oil and gas producing properties
for impairment. The results of these impairment tests are summarised below. For each producing property, the recoverable amount has
been determined using the value in use method. The recoverable amount is calculated using a discounted cash flow valuation of the 2P
production profile.

Summary of Impairments - Oil and Gas properties

TGT $m CNV$m  El Fayum $m NBS $m Total $m
2023
Pre-tax impairment (charge)/credit (46.3) 0.3 (11.0) (1.9) (568.9)
Deferred tax credit/(charge) 16.5 (0.3) - - 16.2
Post-tax impairment charge (29.8) - (11.0) (1.9) (42.7)
Reconciliation of carrying amount:
As at 1 January 2023 242.4 76.4 62.5 = 381.3
Additions 1.3 3.0 7.6 - 11.9
Transfer from intangible assets — — — 2.9 2.9
Changes in decommissioning asset’ - (2.5) - - (2.5)
DD&A (38.8) (12.2) (4.4) = (65.4)
Impairment (charge)/reversal (46.3) 0.3 (11.0) (1.9) (58.9)
As at 31 December 2023 158.6 65.0 54.7 1.0 279.3

TGT $m CNV$m  El Fayum $m NBS $m Total $m
2022
Pre-tax impairment reversal 19.7 3.6 3.8 - 27.1
Deferred tax charge (6.9) (1.4) - - (8.3)
Post-tax impairment reversal 12.8 2.2 3.8 - 18.8
Reconciliation of carrying amount:
As at 1 January 2022 266.0 84.2 49.2 - 399.4
Additions 7.0 3.2 13.6 - 23.8
Changes in decommissioning asset’ (11.1) (2.8) - - (13.9)
DD&A (39.2) (11.8) 4.1) - (55.1)
Impairment reversal 19.7 3.6 3.8 - 27.1
As at 31 December 2022 242.4 76.4 62.5 - 381.3

1) Changes in decommissioning asset for TGT is due to a change in discount rate only, whereas CNV reflects the change in field abandonment plan and
discount rate (2022: change in discount rate and the field abandonment plan for TGT; change in discount rate only for CNV)
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CHIEF FINANCIAL OFFICER’S STATEMENT - continued

Cash is set aside into abandonment
funds for both TGT and CNV. These
abandonment funds are controlled by
PetroVietnam and, as the Group retains
the legal rights to the funds pending
commencement of abandonment
operations, they are treated as other non-
current assets in the Financial Statements.

Oil inventory was $3.3m at 31 December
2028 (2022: $7.2m), of which $3.1m
related to Vietnam and $0.2m to Egypt.
Trade and other receivables increased

to $62.3m (2022: $60.9m) of which
$19.0m (2022: $11.4m) relates to
Vietnam and $42.7m (2022: $49.0m)
relates to Egypt. For Egypt, the closing
balance includes $4.9m of carry (2022:
$20.9m), which reflects the remaining
disproportionate funding contribution
from IPR to compensate for net cash
flows since the economic date of the
farm down transaction, 1 July 2020, and
the completion date of 21 March 2022.
The carry decreases every month by the
cash calls received from IPR. In addition,
Egypt trade receivables include $33.4m
from EGPC, after expected credit loss
provision of $4.0m recognised under IFRS
9, where collection has been delayed

by the devaluation of EGP and ongoing
restrictions on outgoing USD transfers
by the Central Bank of Egypt previously
highlighted (2022: trade receivable from
Egypt $22.4m after risk factor provision of
$1.8m).

Cash and cash equivalents at the end of
the year were $32.6m (2022: $45.3m) and
the decrease was mainly driven by $35.0m
net repayment of borrowings (2022:
$10.4m) and cash flows from operating
activities of $45.3m (2022: $53.4m) as a
result of reduced commodity prices during
the year and lower production.

Trade and other payables were marginally
higher at $14.2m (2022: $14.0m), of
which $7.9m (2022: $6.6m) relates to
Egypt net JV payables in relation to
operations and Stratton royalty obligation.
$2.2m (2022: $4.8m) relates to Vietnam
payables, $nil (2022: $0.5m) net hedging
liability and $4.1m (2022: $1.9m) Head
Office payables, inclusive of $1.7m
interim dividend paid in January 2024.
Tax payables increased to $5.8m (2022:
$5.2m) which is linked to the timing of
cargoes from TGT.

Borrowings were $40.5m (2022: $74.2m),
a decrease of $33.7m with $35.0m

related to repayments following the RBL
redeterminations in June and December,
partially offset by $1.3m amortisation of
capitalised borrowing costs and one-off
charges in relation to the redeterminations.
The movement on the NBE revolving
credit facility was $nil for the year, so the
balance on the facility as at 31 December
2023 remained consistent at $9.2m (2022:
$9.2m).

Long-term provisions comprise the
Group’s decommissioning obligations for
the Vietnam fields. The decommissioning
provision decreased from $54.3m at 2022
year end to $53.8m at 31 December 2023
mainly due to a lower CNV obligation
following finalisation of the revised
abandonment plan in April 2023 and an
increase in discount rate from 3.83%

t0 3.87% as a result of an increase in
prevailing risk-free market rates. The
amounts set aside into the abandonment
funds total $53.7m (2022: $50.2m). No
decommissioning obligation exists under
the El Fayum Concession.

Own shares

The Pharos Employee Benefit Trust holds
ordinary shares of the Company for the
purposes of satisfying long-term incentive
awards for senior management. At the end
of 2023, the trust held 2,126,857 (2022:
2,126,857), representing 0.49% (2022:
0.48%) of the issued share capital.

In addition, as at 31 December 2023,

the Company held 9,122,268 (2022:
9,122,268) treasury shares, representing
2.11% (2022: 2.06%) of the issued share
capital. All shares purchased under the
on-market buyback programme originally
announced in July 2022 and extended

in January 2023 and December 2023
have been or will be cancelled rather than
retained in treasury.

Share buyback and dividend
framework

Following a period of improved commodity
prices and a strengthening of the Group’s
liquidity position, the Company committed
to shareholder returns in the form of
share buybacks and dividends. The
Company announced the continuation of
a further $3m share buyback programme
in January 2023 (the First Programme
Extension), of which $2.8m had been
incurred by the end of December 2023.
On 6 December 2023, the Company
announced that it intended to continue
the share buyback programme in 2024
through its commitment of a further $3m
(excluding stamp duty and expenses).
This further extension of the programme
commenced following completion of the
First Programme Extension in early 2024.

In September 2022, we announced

a clear sustainable policy for the
recommencement of regular dividend
payments. This policy is to return no
less than 10% of OCF each year in two
tranches

e Aninterim dividend of 33% of the
previous year’s total dividend, payable
in January of the following year; and

e Afinal dividend payable in July of the
following year.

A final dividend of 1.00 pence per share,
$5.6m equivalent, was recommended by
the Board in respect of the year ended

31 December 2022. This was approved
by shareholders at the Company’s 2023
AGM in May and paid in full on 12 July
2023 to shareholders on the register at
the close of business on 16 June 2023.
No interim dividend was paid in respect
of the year ended 31 December 2022. On
6 December 2023, an interim dividend of
0.33 pence per share, $1.7m equivalent,
was declared by the Board in respect of
the year ended 31 December 2023 and
paid on 24 January 2024 to shareholders
on the register at the close of business on
22 December 2023.

The Board have recommended a final
dividend in respect of the year ended 31
December 2023 of 0.77 pence per share
subject to approval of the shareholders at
the Company’s 2024 AGM. Subject to this
approval, the final dividend will be paid in
full on 19 July 2024 in Pounds Sterling to
ordinary shareholders on the register at
the close of business on 14 June 2024,
with an ex-dividend date of 13 June 2024.
This would take the 2023 full year dividend
to 1.10 pence per share, an increase of
10% on the prior year.
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CHIEF FINANCIAL OFFICER’S STATEMENT - continued

Going concern

Pharos continuously monitors its business
activities, financial position, cash flows
and liquidity through detailed forecasts.
Scenarios and sensitivities are also
regularly presented to the Board, including
changes in commodity prices and in
production levels from the existing assets,
plus other factors that could affect the
Group’s future performance and position.

A base case forecast has been considered
that utilises oil prices of $81.5/bbl in 2024
and $79/bbl in 2025. The key assumptions
and related sensitivities include a
“Reasonable Worst Case” (RWC) scenario,
where the Board has taken into account
the risk of an oil price crash broadly similar
to what occurred in 2020. It assumes the
Brent oil price down by a third to $54.3/
bbl in April 2024 and gradually recovers to
base price in next 12 months, concurrent
with 5% reductions in Vietnam and Egypt
production compared to our base case
from April 2024. Both the base case and
RWC take into account effect of hedging
that has already been put in place at 31
December 2023 and subsequent hedges
placed in 2024, now covering 28% for

the full year 2024 and 12% of 1H 2025.
We have therefore secured an average
floor price and ceiling price of c. $63.5/
bbl and ¢. $89/bbl, respectively, for the
entire hedged volumes. Under the RWC
scenario, we have identified appropriate
mitigating actions, which could look

to defer uncommitted expenditure as
required.

In addition, we have conducted a reverse
stress test sensitivity analysis that
indicates the magnitude of oil price decline
required to breach our financial headroom,
assuming all other variables remain
unchanged.

Our business in Vietnam remains robust,
with a low breakeven oil price. In TGT we
have 2 wells planned to be drilled in 2H
2024. The majority of our debt ($30m as
of 31 December 2023) is secured against
the Vietnam producing assets under the
RBL, which will be repaid by July 2025.

In Egypt, we have limited capital
expenditure, low cost recompletions and
waterflood in El-Fayum and development
drilling in NBS in 2H 2024. As of 31
December 2023 $9.2m drawn on an
uncommitted revolving credit facility on the
Egypt revenue invoices.

On the basis of the forecasts provided
above, the Group is expected to have
sufficient financial headroom for the 12
months from the date of approval of the
20283 Financial Statements. Based on this
analysis, the Directors have a reasonable
expectation that the Group has adequate
resources to continue its operations in the
foreseeable future. Therefore, the Financial
Statements have been prepared using the
going concern basis of accounting.

| *

Financial outlook

We have a great deal to look
forward to as we move forward in
2024 and beyond.

e A strong and stable balance
sheet, improved liquidity,
improved fiscal terms in
Egypt, stable production with
a solid USD cash flow from
our Vietnam portfolio and a
reduced cost base throughout
the Group

e Continued development drilling
across our portfolio

e Reducing debt and getting to
a net cash position early in the
year

e Significantly improving
economic situation in Egypt,
which could start to unlock our
receivables position there

Further returns to shareholders

are expected in 2024, with the
announcement in January of an
additional $3m committed to

an extension of the Company’s
ongoing share buyback
programme, and a 10% increase
in full year dividends subject to
approval of the final dividend at the
2024 AGM.

= o

SUE RIVETT
Chief Financial Officer
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RISK MANAGEMENT

Risk Management Report

Effective risk management is integral to Pharos achieving its corporate
strategy to deliver sustainable value for all stakeholders through the
responsible management of our current portfolio and the careful
selection of growth opportunities, while protecting our personnel,
assets, the communities in which we operate, and our corporate

reputation and values.

Risk Management Framework
at Pharos

Pharos carried out regular and robust risk assessments

to identify and manage its Principal and Emerging risks
during 2023 and continues to monitor closely the Egyptian
economic situation and the global macroeconomic
environment. The Group’s risk management activities during
the year focused on the Egyptian economy, commodity price
uncertainty, and volatility in production levels and reserves.

Our management undertook a number of deep-dive
exercises to gauge its risk appetite and recalibrate its risk
tolerance to ensure the appropriate mitigating actions were
implemented. The Board has closely considered the potential
impact and probability of these risks and related events on its
corporate strategy, objectives and stakeholders’ perspectives
of the Group.

Control environment

The Group’s control environment is based primarily on its
Code of Business Conduct and Ethics and associated
guidance for implementation. The Code and associated
guidance enshrines a number of fundamental values

to the Group and its business, including openness and
integrity, safety and care and respect for human rights.

The control environment is also supported by a series of
corporate policies, which form part of the Group’s Business
Management System (BMS).

These documents are distributed to all employees,
followed up with training as required and are available

on the Pharos’ internal intranet system. As part of the
compliance programme, all employees have to undertake
and successfully complete a training assessment at least
once a year covering anti-bribery and corruption laws and
procedures and other financial crimes.

Governance, authorities and
accountability

The Board of Directors, supported by its various Committees,
ensures that the internal control functions operate properly.
The Audit and Risk Committee oversees the implementation
by the senior management team of the internal control and
risk management procedures based on the risks identified to
support the Group’s objectives.

MANAGING OUR RISKS

Principal risks in 2023
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Inability to repatriate cash earned from Egypt

Further devaluation of the Egyptian pound

Legal risks — Sanctions related (prolonged war in Ukraine)
Climate Change

Commodity Price volatility

Volatility in Production levels

Reserves downgrades

Risk of rising inflation and stagflation

HSE & Social

. Partner alignment

. Sub-optimal capital allocation
. Political and Regional

. Cyber security

14.

Insufficient funds to meet commitments

Principal and Emerging risks in 2024
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Inability to repatriate cash earned from Egypt
Further devaluation of the Egyptian pound
Legal risks — Sanctions related

Climate Change

Commodity Price volatility

Volatility in Production levels

Reserves downgrades

Risk of rising inflation and stagflation

HSE & Social

. Partner alignment

. Sub-optimal capital allocation
. Political and Regional

. Cyber security

. Insufficient funds to meet commitments
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Risk Management Framework

TOP DOWN

Strategic Report

Governance Report

Financial Statements Additional Information

Pharos Risk Management Framework

Set Define Identify Apply Risk Deliver
Oversight Strategic Risk Principal Assessment Strategic
Obijectives Appetite Risks Process Objectives
Accountability
Monitoring Risk Governance Framework
Deep-dive The Board Reviews & Escalation
Risk identification

Audit & Risk ESG and mitigations
Committee Committee

The Pharos Risk Management Framework
requires that all business units within the
Group conduct on-going risk management
and report to the Audit and Risk
Committee and the Board. The Group’s
Risk Management Policy defines the
specifics of the risk management process,
describes the risk tools (for example, the
preparation and maintenance of a Group
risk matrix and risk register) and outlines
the reporting process and responsibilities
in order to meet the Group’s Risk
Governance Framework.

Risk management and reporting is a
necessary and important activity at
Pharos. It is an internal control process
implemented by the Board, management
and all other personnel; applied
throughout the organisation and all
functions, designed to identify potential
events which may affect the business,
and manage those risks within its risk
appetite. In addition, risk management

is a process that provides reasonable
assurance regarding the achievement of
the Group’s objectives. A comprehensive
risk management approach allows Pharos
to:

e Assist the Group in achieving its
corporate objectives and develop
alternate strategies

* Better manage the business by
anticipating potential risks and devise
preventive / mitigating measures

* Meet regulatory requirements

* Promote sustainability and help build
more resilient systems

Senior Management Team

Asset/Project/Function

The Group’s Business Management
System evolves continually at Pharos but
at its core comprises a set of policies and
standards, including the Risk Management
Policy based on ISO 31000 Risk
Management Principles and Guidelines.

The BMS is supported by procedures

and processes for each function and
business unit to control day-to-day
business activities. The internal control
framework and risk management process
under the BMS seeks to ensure that risk
identification, assessment and mitigation
are all properly embedded throughout

the organisation. Whilst the Group’s
approach to risk management is designed
to provide a reasonable assurance that
material financial irregularities and control
weaknesses can be detected, the process
does not totally eliminate that a risk could
have a material adverse effect on our
operations, earnings, liquidity and financial
outlook.

Risk is often described as an event,
change of circumstances or a
consequence. The Group’s risk reporting
will focus on identifying risk as a “potential
event”. Each event will be assessed

on its potential impact to people, the
environment, the respective asset /
financial impact on operations, and the
Group’s reputation in terms of severity and
likelihood.

Maintain Risk registers

Risk Owners

BOTTOM UP

An unsettled world
challenging the future -
The war in Ukraine and
conflict in the Middle East

Repercussions of the Russian invasion of
Ukraine and ensuing sanctions continue to
reverberate globally and test the resilience
of the international financial system and
rules.

The recent escalation of conflict in the
Middle East, following the surprise attacks
on 7 October 2023 by Islamist militants

in southern Israel and the Israeli military
response to those attacks in Gaza and
elsewhere has increased uncertainty and
volatility on world commodity markets.
The escalation has already had a negative
impact on Egyptian tourism, and a
prolonged conflict or expansion of the
geographical and/or military scope of
conflict is likely to intensify that impact. It
could also result in a severe curtailment
of Suez Canal revenues and a reduction
in the import of Israeli gas. The potential
involvement in the conflict of actors

and groups based outside Israel and
Gaza adds complexity, the risk of wider
contagion and the likelihood of a more
profound effect on the regional economy.

Pharos Energy
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RISK MANAGEMENT - continued

Serious impacts on the
Egyptian economy

Following a first slowdown in 2020 and
2021, driven by the Covid-19 pandemic,
growth of the Egyptian economy was
picking up significant pace in late 2021

/ early 2022, before being hit by the
repercussions of the Russian-Ukraine war.

Egypt has faced economic and financial
difficulties causing:

* Aninability to receive cash revenues in
USD in order to repatriate to the UK

e An inability to convert EGP to USD

e A further devaluation of the Egyptian
pound

From mid-February to early March

2024, the Egyptian Government (i) has
announced a landmark agreement with
ADQ (an Abu Dhabi sovereign wealth
fund), whereby this latter will invest $35
billion for the development of the new
coastal city of Ras El Hekma (the first
$10 billion of which were immediately
paid to Egypt); (i) signed funding with
different institutional lenders including (a)
a significantly expanded new loan with
the International Monetary Fund (IMF)
($8 billion, including the original $3 billion
secured in December 2022); (b) $8 billion
package of loans, grants and investments
from the European Union; and (c) $6 billion
from the World Bank, over the next three
years; and (jii) let the Egyptian pound
(EGP) with an immediate devaluation
from ¢.31 to ¢.49 EGP per USD (later
strengthened to ¢ 46.5), which forthwith
eradicated the parallel foreign exchange
(FX) market.

Pharos considers it preferable to continue
holding USD-denominated receivables and
accept part-payments of its receivables
balance in EGP only when local currency
will be needed for the funding of the
Group’s working interest share of the cost
of operations at the end of the IPR carry
period, expected to occur in the first half
of 2024.

In the event of continued delays in the
payment of its invoices, the Company has
access to its Revolving Credit Facility with
the National Bank of Egypt (UK) (NBE),
which allows it to draw down 60% of the
value of each invoice in USD. The NBE
$18m facility has been extended on the
same terms to 30 May 2025.

The conflicts in Ukraine,
the Middle East and
international sanctions

The extensive sanctions and export
controls introduced by the US, EU and

UK on key Russian and Russia-connected
industries, entities and individuals following
the invasion of Ukraine on the 24 February
2022 remain an important consideration
for the Group and its approach to risk
management.

Throughout 2022 and 2023, and
continuing into 2024, the scope of
international sanctions and controls related
to the Russian invasion has continued

to expand. To date, neither the conflict

in Ukraine nor the sanctions themselves
have had a material impact on the
Group’s business. Despite this, the Group
continues to be prepared to act swiftly in
the event that an existing counterparty
were to become a sanctioned entity or
otherwise affected. The dedicated cross-
functional Pharos working group covering
sanctions and the impact of the conflict

in Ukraine established in March 2022
remains active. The working group reports
to the Audit and Risk Committee and also
contributes to regular risk management
reporting. The Group Sanctions Policy,
originally adopted in May 2022, was
updated and renewed in 2023. The Policy
is available on the Pharos website with
the Group’s other principal corporate
policies. At an operational level, the Group
continues to work with the JOCs on
contingency planning and mitigation.

As noted above, the escalation of conflict
in the Middle East since the attacks in
southern Israel on 7 October 2023 has
materially increased regional political and
economic instability. The Group considers
it is very unlikely that the US or UK will
introduce sanctions against Israel or Israeli
state actors for recent actions in Gaza,
but continues to monitor the situation and,
in particular, diplomatic efforts aimed at a
longer-term ceasefire. The Group is also
monitoring carefully the wider geopolitical
impact and perception of the conflict in
Egypt, in connection with its assets and
operations.

Climate Change risks

The 28th Conference of the Parties
(COP28) to the UN Framework Convention
on Climate Change in Dubai, United Arab
Emirates, ended on 13 December 2023.
The conference operationalised the Loss
and Damage Fund, which was established
by COP27 in 2022. It also concluded the
first global stocktake of climate action
under the Paris Agreement and adopted a
decision calling for accelerated short-term
action and an orderly transition away from
fossil fuels towards climate-neutral energy
systems — the first-ever COP decision to
address fossil fuels.

COP28 saw a landmark agreement

to support vulnerable nations facing

the worst of climate change’s impacts
under the Loss and Damage Fund.

These can include: “the development

of national response plans; addressing
insufficient climate information and

data, and promoting equitable, safe and
dignified human mobility in the form of
displacement, relocation, and migration,
in cases of temporary and permanent loss
and damage”. A geographically diverse
board will be established, and the fund will
be initially managed by the World Bank.
The first pledges from wealthy nations
were made in Dubai to support the fund
and currently total over $650 million.

The global stocktake is a two-year
process to review progress on mitigation,
adaptation and climate finance, and
outline the way forward. The parties
recognise that, by 2030, global
greenhouse gas (GHG) emissions must be
reduced by 43% below 1990 levels to limit
global warming to 1.5 °C, and commit to
accelerating action in this critical decade.
Parties are called upon to contribute to
tripling global renewable energy capacity
and doubling the global rate of energy
efficiency improvements by 2030. They
must accelerate efforts towards net zero
emission energy systems and towards the
phasedown of unabated coal power.

A historic result of COP28 was the
adoption of a fossil fuel phase-out
agreement, which commits the parties
to transition away from fossil fuels in
energy systems, in a just, orderly, and
equitable manner, so as to achieve net-
zero emissions by 2050. The COP28
decision also highlights the importance
of protecting and restoring nature and
ecosystems and enhancing efforts to halt
and reverse deforestation by 2030, and
invites parties to preserve and restore
oceans and coastal ecosystems.

Pharos Energy



Climate Risk and Resilience

Climate change risks, both arising from
energy transition and the physical effects
of changes in climate, are identified and
assessed as part of the Group’s integrated
risk management approach and mitigated
within the remit of a diverging set of key
stakeholders’ aspirations and calibrated
within the Group’s risk appetite and
corporate strategy. Climate change and
the transition to a low carbon economy
were also considered in preparing the
Consolidated Financial Stat