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The body of this report is organised according to seven
priority areas, which are integrated into the Company’s
business processes. The Company continues to aim to
strike the right balance between successfully delivering
oil and gas to its shareholders, whilst respecting the
welfare of society and of the natural environment.

This report also integrates the Company’s sustainability
performance, charting its performance to operate
safely, responsibly and efficiently to deliver lasting
economic benefits to the whole of Oman. The report
covers the economic, environmental and social impact
of our performance. It was prepared using the Global
Reporting Initiative (GRI) G4 guidelines.

This update is testimony to our commitment to
transparency and honesty in our business dealings. We
will be using it as our Communication On Progress to
the United Nations Global Compact (UNGC), which
we formally joined in January 2015.We remain firmly
committed to the UNGC'’s 10 principles on human
rights, labour, environment and anti-corruption.

About This

Report

This report can also be viewed on our website
www.pdo.co.om and on our internal staff intranet.

Most of our technical functions are certified by the
relevant national, regional or international bodies, and
the organisation as a whole is annually audited by the
State Audit Institution of Oman which is financially and
administratively independent of us.

This annual report covers the 2016 calendar year and
follows on from our previous Annual Sustainability
Report for 2015, which was published in March 2016. It
has not been externally assured but has been reviewed
by the Ministry of Oil and Gas. It has also undergone
the GRI Materiality Disclosures Service. Wherever
possible, we endeavour to benchmark our practices
against national and international benchmarks, such
as the ISO 14001 certification. Going forward, our
intention is to seek full external assurance.

If you have any queries about this report, please contact
us at corporatecommunications@pdo.co.om
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In the name of Allah, the Compassionate, the Merciful.

It is an honour to declare the staunch and unswerving
support of all those who work in the Omani oil and
gas sector and who share Your Majesty’s vision for the
sustainable growth and development of this great nation.

The continuation of the challenging environment has
driven PDO to redouble its efforts to create more value
and reduce its call on Government funding by controlling
costs and seeking alternative funding mechanisms - while
at the same time helping to diversify the economy and
support job and training opportunities for Omanis.

The Company knows that it is imperative to improve
the capacity, capability and competitiveness of the Omani
people and businesses to sustain the Sultanate through
these testing times.

PDO is also an active supporter of the “Tanfeedh”
programme to enhance national economic diversification
and is now moving beyond its natural boundaries to
support the creation of employment opportunities for
jobseekers in a growing range of non-oil/gas sectors.

At the same time, it has worked ever more closely with its
contractors to stay the course on its key strategic programmes
and projects and work more efficiently to produce more for
less. The ongoing roll-out of the Lean continuous business
improvement programme is transforming the way PDO
operates, saving millions of Rials and empowering staff to
deliver their best. | am also pleased that the Company is
extending these best practices to interested Government
ministries and other public organisations which are embarking
on their own Lean journeys.

It fills me with great pride that, despite severe budgetary
constraints, PDO wias still able to deliver record oil, gas and

Chairman’s
Foreword

condensate  production,
achieve an enhanced safety
performance, add substantial reserves
and spur Omani job creation.

There was also very good project delivery progress at
Rabab Harweel, Yibal Khuff, and the flagship Miraah solar
energy project at Amal, which will all make significant
contributions to longer-term energy delivery for the
Sultanate.

PDO will always strive to be a safe, efficient and
responsible operator and to protect the communities and
environment in which it works. This sustainability report
contains so many positive examples of this approach. It
also illustrates transparently what further improvements
PDO needs to make to achieve a mutually beneficial
and sustainable environment for carrying out oil and gas
operations and the transition to renewable energy.

| renew my pledge to Your Majesty to guide Oman’s oil
and gas industry through these uncertain times to the
very best of my ability and to ensure it continues to
underpin the wider economy and the nation’s sustainable
development.

May Allah protect Your Majesty so that you continue to
lead Oman on its path of peace, prosperity and stability.

.

Mohammed bin Hamad bin Saif Al Rumhy

Minister of Oil and Gas and
Chairman of the Board of Directors
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Petroleum Development Oman (PDO) is the major
hydrocarbon exploration and production company in the
Sultanate of Oman. We account for about 70% of the
country’s crude oil production and nearly all of its natural gas
supply. Most gas fields and processing plants are operated by
PDO exclusively on behalf of the Government.

PDO is a limited liability company and operates as a cost
centre but with strong bottom line accountability. In 2016,
PDO’s capital expenditure (Capex) was US$5.6 billion
and operating expenditure (Opex) was US$1.8 hillion,
producing 1.293 million barrels of oil equivalent per day.

In 1974, the Government of Oman acquired a 60%
shareholding in PDO, the remaining interest in the
Company being shared amongst Royal Dutch Shell (34%),
Total (4%) and the Partex Corporation (2%) (G4-17). On
1 January 1980, PDO was registered by Royal Decree as a
limited liability company in the Sultanate.

The Company adopted its name in 1951, first struck oil in
Yibal in 1962 and has been exporting oil produced in its
90,874 km? concession area known as Block 6 since 1967.
Our headquarters is based at Mina Al Fahal in Muscat.

Our mission is to find, develop and produce oil and gas
responsibly and profitably, in order to contribute to the
sustainable development of Oman, to the benefit of all our

Who We Are

stakeholders. We are the custodians of the

major source of national income and one of the

largest private sector employers in Oman. We manage
a large and diverse portfolio of oil/gas fields in terms of
field sizes, reservoir and hydrocarbon types, development
methods and maturity. Our aim is to improve the recovery
factor of hydrocarbons through the application of a
combination of world-leading well, reservoir and facilities
management, the deployment of the latest innovative
technology, and a comprehensive gamut of recovery
mechanisms including:

e Primary, such as natural flow and artificial lift
= Secondary.such as water floods and pressure maintenance
= Tertiary, such as enhanced oil recovery (EOR).

The Company has become a global pioneer in EOR due to
its maturing asset base and the complexity and challenging
nature of Oman’s geology, and the three main methods
we currently use are thermal, chemical and gas.

The overall aim of our strategy is to maximise production
and minimise the financial costs and environmental and
social impact of our operations by following best oilfield
practices. This means engaging efficiently, responsibly and
above all safely in the exploration, production, development,
storage and transportation of hydrocarbons.

e
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The scope of PDO business from shareholder investment to delivery of oil and gas

Importantly, and integral to our vision and strategy, PDO
endeavours to meet its wider responsibility to society
by aiming to secure a social licence by taking economic,
social and environmental considerations into account in
all decisions, specifically in terms of the provision of oi/
gas revenues, domestic employment, staff and contractor
training, the support and development of local businesses
and community investment.

Underpinning this approach is our corporate vision which is
“to be renowned and respected for the excellence of
our people and the value we create for Oman and all
our stakeholders.” This means the continual development
and growth of our people, leading performance across our
business and adopting a continuous improvement mindset to
ensure we protect our reputation, sustain progress, comply
with standards and deliver value to all our stakeholders.
(G4-27)

At the end of 2016, PDO had 8,789 staff and over 40,000
contracting employees, a combined workforce made up of
more than 60 nationalities.

To underline our position as champion of workplace
diversity and equality of opportunity,in 2016 the 15-strong
Managing Director's Committee comprised four women
directors - a beacon for both the industry and region.

Managing Director’s Committee

The Managing Director's Committee or MDC shares
responsibility for the Company’s overall performance and
business direction.

It is headed by the Managing Director who is assisted by
14 other Directors (all Omanis), who are responsible for
execution, standards, staff allocation and their development.

The MDC is answerable to the Board of Directors which
steers objectives and guidelines to the Managing Director.
The Board consists of thirteen members. There are six
Government representatives, including the Chairman,
Minister of Oil & Gas, His Excellency Dr Mohammed bin
Hamad bin Saif Al Rumhy, and five who represent PDO’s
private shareholders (Royal Dutch Shell, Total and Partex).

General Business Principles and the PDO
Code of Conduct

The PDO General Business Principles are the foundation on
which our business strategies and activities are based.These
lay down an insistence on honesty, integrity and fairness
in all aspects of our business, including relationships with
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contractors and suppliers. PDO is required to conduct its
affairs in accordance with those principles. We are judged
by how we act and the belief that our reputation will be
upheld if each one of us acts in accordance with the law and
the ethical standards set out in our Statement of General
Business Principles (SGBP). PDO received no monetary
fines or non-monetary sanctions for non-compliance with
laws and regulations during the period under review.

The objective of the Company is to engage safely, efficiently
and responsibly in the exploration, production, development,
storage and transportation of hydrocarbons in the Sultanate.
The Company seeks a high standard of performance with the
aim of furthering the long-term benefits of its shareholders,
employees and Omani society at large.

Our contracting-out policy is on the basis of open and
competitive bidding, where possible, with transparent
procedures, providing equal opportunities to qualified
contractors and suppliers. We will not, directly nor
indirectly, offer, solicit, accept or pay bribes, including
facilitation payments, in any shape or form, and require our
employees, contractors and suppliers and their employees,
to act likewise. Employees are expected to exercise the
utmost care to avoid putting themselves into a position
where they may be called on to repay favours in a manner
detrimental to the Company’s interests.

Staff must not take advantage, for their own or for the
profit of others, of their position in the Company or of
information gained in the course of their employment.
They have a duty to notify PDO of any outside interest
which could, either directly or indirectly, present them
with a conflict of interest, or involve them in a commercial
relationship with PDO.

The principles are endorsed by our shareholders and
apply equally to corporate decision making as well as
the individual behaviours expected of employees when
conducting business on behalf of PDO.

They are the corporate shield that helps protect our
reputation and it is the duty of every employee and
contractor to ensure that we adhere to these principles
and uphold and protect the reputation of our Company.

Following the core values and SGBP, the Code of Conduct
(COC) instructs and advises on how to avoid situations
that may damage the employee or PDO. It sets standards
and shows how to achieve them and insists on honesty,
integrity and fairness in all aspects of business. The code
does not exempt anyone, and every PDO employee must




operate within its boundaries of rules
and guidelines. PDO expects the same
in its relationship with its contractors
and suppliers.

Our reputation and our future success
are critically dependent on compliance,
not just with the law but with the
highest ethical standards. A reputation
for integrity is a priceless asset. This
code supports PDO in safeguarding
that asset. It crystallises the basic rules,
standards and behaviours necessary
to achieve the core values of the
Company. It provides requirements and
guidance, expressed as clearly, concisely
and consistently as is possible, within
a single, company-wide document for
all PDO employees on a number of
enterprise-wide risk areas.

For this purpose, the code is categorised
into five distinct sections addressing
compliance in the following areas:

i) People and Safety

if) Fighting Corrupt Practices

iif) Safeguarding Information and Assets
iv)Communications Management

v) National and International Trade.

Violation of the provisions of the Code,
or of any policies, procedures, laws or
regulations governing our operations,
may have severe consequences for
the individuals concerned and also
for PDO.

THE PDO CODE OF CONDUCT

Adherence to the conduct is pivotal and a sure way to uphold our integrity and ethical values in everything we do.

Commitment to People and Safety
« Health, Safety & Envir (HSE)
* Equal Opportunity

* Harassment

* Substance Abuse

N—

mitment to Fight Corrupt Practices
¢ Anti-Bribery & Corruption

* Conflict of Interest

* Gifts & Hospitality

* Money Laundering

|
Commitment to Safeguard Information and Assets
¢ Intellectual Property

* Data Privacy & Protection
E . Records Management

. Protection of Corporate Assets

y

Commitment to Prudent Communication
* Busi C ication & the Email Code e
* Personal Use of IT & Communications ‘
h——

¢ Public Disclosure
* Financial Reporting

Commitment to Fair National &

International Trade

* Free & Fair Competition

* Import-Export Control & Sanctions ’

Let’s show our commitment. Make PDO proud.

Raoul Restucci g
Managing Director 9%  Petroleum Development Oman
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Link to PDO-COC: http://sww.pdo.shell.om/sites/fd/FLG/default.aspx




In January 2015,PDO became the first national oil company
in the Gulf to become a member of the United Nations
Global Compact — the largest voluntary corporate social
responsibility initiative in the world. Under the terms of the
agreement, the Company is committed to supporting the
UNGC’s 10 universal principles on human rights, labour,
environment and anti-corruption. We also produced our
first Sustainability Report outlining in detail our commitment
to ethical business, the community, environment, economy
and our own staff, to back our application.

PDO remains steadfasty committed to further
strengthening its already rigorous internal controls and
continuing its membership of the UNGC.

In 2016, we signed a co-operation agreement with the
Oman Centre for Corporate Governance and Sustainability
(OCCGS) to ensure we and our contracting community
continue to operate to the highest performance and
ethical standards. The organisation, which is tasked with
building the infrastructure, skills and value system to
transform corporate behaviours and performance in the
Sultanate, will also provide governance training for PDO
staff and contractors while offering administrative technical
consultations, research and studies in this area.

Under the terms of a Memorandum of Understanding,
OCCGS will provide training, development and advisory
services in corporate governance and sustainability.

Anti-Bribery and Corruption

In 2011, PDO embarked on a comprehensive anti-bribery
and corruption (ABC) plan aimed at creating a culture of
zero tolerance towards bribery and corruption. This plan
has proven to be effective in responding to the multiple
challenges faced and PDO continues to be a champion of
ABC compliance in Oman.

ABC policies and procedures are communicated on an
ongoing basis to all staff.In 2016 a total of 164 staff attended
Contract Holder training sessions, which included a module
on ABC awareness. Face-to-face ABC presentations were
provided to 373 inductees and graduates as part of the
on-boarding and induction programme.

All vendors registering with PDO have to go through the
ABC vendor due diligence process which asks questions
about their ABC compliance and involvement in any fraud,
bribery or other ABC-related concerns.

PDO also manages an obligatory online Conflict of Interest
and Gifts, Hospitality and Travel process which requires
that all staff declare their potential conflicts of interest as
well as any gifts, hospitality or travel received or paid.The
annual Conflict of Interest process for 2016 resulted in a
2.98% non-compliance rate out of a total of 8,239 active
staff (those who joined before 1 October 2016) that were
required to complete declarations.

No allegations of corruption were investigated and found
to be true during the year and there were no legal cases.
Additionally, no contracts with business partners were
terminated or not renewed due to violations related to
corruption in 2016.

The Ethics and Behaviours department reports on a
quarterly basis to the Board Audit Committee and
this includes providing it with statistics relating to our
confidential Blow The Whistle mechanism, investigations,
conflicts of interest, ABC vendor due diligence, an
anonymous ABC contractor survey and any other ongoing
ABC projects or initiatives.

An internal audit review of ABC policies and procedures
and its understanding and application within PDO was
conducted in December 2016. The results of this have been
presented to the Managing Director and Finance Director
with the report currently being finalised by the Internal
Audit team. Any identified gaps and recommendations will
be addressed this year and reviewed in the next PDO
Sustainability Report.

Training across PDO is also being planned for 2017. This
is anticipated to include online training for all PDO staff as
well as face-to-face training to individuals in positions that
are seen as being high risk in terms of ABC.

Cost Control/Lean Business Efficiency

Business efficiency is a
strategic aim to ensure

PDO’s long-term
sustainability and deliver
value to stakeholders.

The Company further
enhanced its rigorous

aie— 48 JLiy J=l  cost management regime
in the light of the low oil

EVERY RIAL COUNTS price environment and

stepped up its implementation of Lean to eradicate waste
and streamline operations. (G4-27)

To boost near-term cashflow, PDO reduced planned 2017
expenditure by almost US$1.5 billion through project
rephasing, closer collaboration with contractors and a
further comprehensive review and challenge of costs
across the organisation. The Company will continue to
drive further cost reduction opportunities to improve the
country’s budgetary position, including through its Lean
business efficiency programme.

Throughout 2016 we held 24 Contract Optimisation
Reviews (CORs), which are focused, multi-day workshops
where PDO, together with the relevant contractor,
identified opportunities for efficiency enhancement and
waste elimination. This resulted in the identification of
US$64min cost savings for the year. For 2017, a total of 30
CORs are planned, with 2017 COR savings expected to
amount to US$91min.

Through its Low Qil Price Response (LOPR) programme,PDO
has invited contractors to review their contracts and provide
ideas for value improvement and cost saving oppor tunities.This
resulted in US$143 million cost savings in 2016 and is expected
to deliver US$364 million cost savings in 2017.

The Opex budget included a cumulative total of around
US$200 million savings, and the 2017 budget includes a
total of more than US$225mIn savings.

Over 160 Lean efficiency improvement projects to remove
waste and streamline work have been completed across
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PDO and more than 200 projects are ongoing. To date,
more than US$400 million has been generated by Lean in
terms of extra revenue, cost reduction or cost avoidance.
PDO now has seven “value streams” — or areas of the
business — where Lean is being implemented to deliver
more for less systematically across the Company.

PDO has also introduced a Lean Management System
(LMS) to ensure Lean is embedded in every aspect of the
business and enable better prioritisation and more varied
execution methods. Around 5,000 staff have received Lean
awareness training, and PDO has 485 Lean managers, 375
Lean practitioners.

The Company stepped up its support for other
organisations embarking on their own Lean journeys,
conducting four joint projects with the Ministry of
Environment and Climate Affairs and three with the
Ministry of Finance.

Going forward, PDO will continue to deploy LMS across
all seven of its value streams. well delivery, well and
reservoir management, operate and maintain, contracting
and procurement, people, HSE and project delivery.

Advanced analytics and “Big Data” digitisation strategies
and projects are also being introduced to further enhance
performance, unlock business value and facilitate decision making.

Funding

PDO plans to invest more than US$20 billion over a five-
year period to sustain its long-term hydrocarbon output.

In a tough economic environment, and to reduce reliance
on Government funding, the Company turned to the
international capital market to successfully raise US$4
billion in 2016 from a group of major financial institutions.

The loan will support the Company's activities which
include the construction of major new oil and gas facilities
providing long-term economic benefits for the Sultanate.
The move will also enable the Government to redeploy
resources to other areas of the economy. (G4-23)

Memberships

PDO is a member of the:
 United Nations Global Compact
 Regional Clean Sea Organisation

 Gulf Co-operation Council (GCC) National Oil
Company Steering Committee

e GCC Standardisation Organisation

e Oman Society for Petroleum Services (OPAL)

» GCC Gas Processors Association (early 2017)

« International Association of Oil and Gas Producers (via Shell)

PDO is also the first oil company in the Middle East to be
ISO 14001-certified for environmental management.
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| am honoured to present to Your Majesty Petroleum
Development Oman’s Annual Sustainability Report for
2016, which covers our performance and activities in a
tough and testing year.

The report charts PDO’s ongoing effort to support
Your Majesty’s vision for sustainable growth and the
development of Oman, and describes the steps we have
taken to meet stakeholder expectations, notwithstanding
the low oil price challenge.

It outlines honestly and transparently our stakeholder
expectations and material areas of concern, how we have
gone about addressing them and what more needs to be
done. At the same time, it also reflects our determination to
achieve a mutually beneficial and sustainable environment
for our oil and gas operations.

With that in mind, | am pleased to announce that in 2016,
PDO exceeded performance expectations, delivering a
significant improvement across a broad range of functional
and asset targets, not least new production records and the
creation of thousands of new job and training opportunities
for Omani jobseekers. Our philosophy and strategy have
been simple and consistent: working to ‘stay the course’
while addressing value creation, cost control and continuous
improvement in every facet of our business.

PDO established a new total oil, gas and condensate
production record of 1.293 million barrels of oil equivalent

Managing Director’s
Foreword

per day (boepd). This total included an average oil
daily production of 600,197 barrels per day (bpd), the
highest since 2005. The year saw strong and consistent
production across our oil and gas fields as well as good
new oil performance and recovery of gas production from
previously closed-in wells.

To achieve this, we had to overcome a number of
challenges such as adverse weather, a major power outage
in August-September and a leak on the Main Oil Line near
Qarn Alam in February. Our Well Engineering Directorate
reached new levels of activity drilling 644 wells — a 12%
rise on 2015, and making 19,600 well interventions — a
49% increase on 2015.

The low oil price economic environment has meant
established ways of working have required a paradigm shift
in mindset to significantly improve capital efficiency and
deliver competitive projects. However, it is important to
note all of PDO's corporate project delivery milestones
were achieved on or ahead of plan and all were delivered
within the year.

Our landmark projects at Rabab Harweel,Yibal and Amal
are progressing well, and with Shell, we have identified 46
opportunities for incremental development that could yield
in excess of 700 million barrels of recoverable reserves.

The Exploration Directorate continued to deliver value
to Oman and our shareholders. Despite the low oil price
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challenges, the directorate surpassed delivery
targets. A total of 86.4 million barrels of oil,0.45
trilion cubic feet (Tcf) of non-associated gas
(NAG) and 24.3 million barrels of condensate
were booked as Commercial Contingent
Resources (CCR) volumes in 2016.

Safety remains PDO’s number one priority
with an unrelenting focus on Goal Zero - no
harm to people, environment and assets. The
Company achieved a 21% reduction in its Lost
Time Injury Frequency, down to 0.22 injuries
per million manhours worked, compared to
0.28 in 2015, although the performance was
marred by three work-related fatalities. The
Total Recordable Case Frequency (TRCF)
remained at 0.98 injuries sustained per
million manhours worked and 300.5 million
kilometres driven.

Work to improve this even further has begun
with simpler, standardised, fit-for-purpose
training and procedures to encompass a
greater emphasis on compliance, increased
learning from incidents and improving risk and
hazard identification in operations. The launch
of our Front Line Safety leadership programme
in the Well Engineering Directorate is one
crucial element in progressing in this area,
increasing supervisors' knowledge of their
safety leadership responsibilities in the field.

At all times, PDO seeks a high standard of
environmental performance and aims to
promote the long-term benefits of this to
our shareholders, our employees and the
society of Oman as a whole. To achieve this,
we are committed to comply with regulatory
and corporate requirements, as well as the
prioritised adoption of international standards
and best practices.

In 2016, we launched a raft of new initiatives
to complement flagship projects, such as the
Miraah solar energy installation and Nimr reed
beds scheme, which underline our dedication
to environmental stewardship, and energy and
water management.

One such is a move to install thousands of
solar panels in car parks at Mina Al Fahal to
provide power for key headquarters offices.
This environmentally friendly programme will
save more than 3.1 million cubic metres of
gas a year, enough to provide electricity for
e almost 1,000 homes. It will also cut carbon
T e dioxide emissions by 6,662 tonnes annually,
Ja v _ ; the equivalent of taking more than 1,400 cars
R B A Pl R N, off the road or planting almost 173,000 trees.




PDO has also endorsed the World Bank Zero Flaring
Initiative, to encourage governments, companies and
development organisations to work closely together to
end continuous flaring by 2030. As part of this approach,
PDO will continue to strive towards implementation of
economically viable solutions to eliminate routine flaring
as soon as possible and ahead of the World Bank target
date. Overall, our environmental record is definitely
improving with a substantial fall in the number of oil spills
(even though the volume leaked increased), a significant
reduction in flaring intensity and the development of a new
waste management plan. However, we are well aware that
more needs to be done, and technology trials, such as a
micro-turbine pilot at Anzauz to convert low pressure flare
gas into electricity, offer much promise for the future.

Outside our boundaries, but again underlining our
commitment to environmental protection in the Sultanate,
PDO worked closely with the Ministry of Environment
and Climate Affairs and the Environment Society of Oman
to clean up coastal areas around Masirah Island following
a ship wreck in the summer, and our staff also volunteered
for two Regional Clean Sea Organisation supported beach
clean-ups at Al Seeb and Al Shatti.

Throughout 2016, our In-Country Value (ICV) drive
to ensure more of the oil and gas industry's wealth is
retained in Oman was significantly stepped up. PDO
invested a record US$5.03 billion with nationally registered
companies as we strove hard to Omanise jobs with high
industry demand, build local supply chains and attract
foreign investment into the Sultanate.
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The Managing Director's Committee

We also moved beyond our natural boundaries to
support Your Government in its noble mission to improve
the capacity, capability and competitiveness of Oman’s
economy. Our National Obijectives team signed a number
of agreements to boost employment in non-oil sectors of
the economy, such as aviation, hospitality, fashion and real
estate. Aimost 7,800 employment-related opportunities
were created, contributing to a total of almost 30,000
since 2011. PDO also made significant contributions to the
“Tanfeedh” programme on enhancing national economic
diversification in the areas of manufacturing, manpower,
logistics and tourism.

To reduce reliance on Government funding in the current
constrained climate, PDO turned to the international
capital markets to raise a US$4 billion loan to finance
its operations — a successful debut which testified to
the underlying strength of the Company. To support our
ambitious plans this year, we are currently working with the
Ministry of Finance to secure further funding via this route.
However, | must emphasise that today’s debt is tomorrow’s
repayment and we must redouble our efforts to continue
to reduce both capital and operational expenditure.

Excluding price increases and recognising the significant
build-up in our mega-project expenditure, we have set
ourselves the target of trying to deliver as much cashflow
in 2017 as this year and we need even greater scrutiny on
our spend than we have had in the past.

To boost near-term cashflow, PDO reduced planned 2017
expenditure by almost US$15 billion through project

@
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rephasing, closer collaboration with contractors and further
comprehensive review and challenge of costs across the
organisation. The Company will continue to drive more cost
reduction opportunities to improve the country’s budgetary
position, including through our Lean business efficiency
programme, which has now seen the completion of 160
projects aimed at eradicating waste and boosting productivity.

PDO only succeeds if the communities in which we operate
succeed and, beyond our extensive efforts to drive ICV, our
active Social Investment programme committed US$3.3
million of support, with a further US$1.3 million distributed
in grants and donations. In total, 26 Memorandums of
Understanding were signed with government bodies,
municipal authorities and NGOs in areas such as health,
education, environment and community welfare.

Furthermore, the Banat Oman project aimed at offering
vocational training and marketing support to low income
women continues to go from strength to strength. A total
of over 300 women have now been trained in 10 different
trades with their artisan products available in retail outlets
across the Sultanate, as well as a new shop in Muscat.

To further support the community, our Baader project
which enables staff to volunteer their skills to a range of
good causes, was expanded to help 17 non-governmental

organisations, government and educational institutions,
voluntary groups, professional bodies and small businesses.

We are proud to retain our membership of the United
Nations Global Compact, the world’s largest voluntary
corporate social responsibility initiative. We remain
committed to its 10 principles on human rights, the
environment, labour and anti-corruption and making them
part of our strategy, culture and day-to-day operations.
These principles underpin our core values and ethical
approach to business and provide the framework in which
our staff and contractors are encouraged and expected
to operate.

Project Prism, our industry-leading investigation into the
welfare of our contractor workforce, has now engaged
with 28,000 personnel at the end of its first full year and
we are already taking steps to address some of the issues
raised. | am also pleased that our annual People Survey
showed an overwhelming level of satisfaction among staff,
although in response we will do even more to implement
improvements in our core values, diversity and inclusion,
people development and operational excellence.

As well as being honoured by official visits from both
international and national delegations, including the State
Council and Majlis A'Shura, and the Diwan of Royal

a



Proud PDO scholars celebrate their graduation

Court, PDO has raised the bar on greater transparency in
communicating with external stakeholders and the wider
public. Furthermore, there were extensive engagements
with the national and international media and we issued a
record 55 press releases announcing Company news. We
also expanded our social media presence by launching
a corporate Twitter feed to complement our existing
platforms on LinkedIn, Instagram, YouTube and Facebook.

Going forward we will maintain the same strategic
imperatives, raising the performance bar but with an
increasing focus on financial restructuring to become more
self-reliant and reduce call on constrained Government
funding.

In 2017, we will redouble our efforts to improve our safety
performance and do even more to ensure our operational
procedures and business processes become simpler and
more standardised, with Lean as a critical enabler.

We will adjust our production levels in the near-term as
part of the non-OPEC agreement to stabilise and boost
global oil prices while developing long-term growth plans
to further raise our plateau levels and create more value
for Oman.

The roll-out of sustainable and diversified ICV programmes
and initiatives will continue to ensure Omani employment

and skills levels are raised, key pillars in ensuring the
Sultanate’s present and future competitiveness.

Within PDO, the development of Omani leaders and staff
will continue to receive much focus and attention as we
target an 88-90% Omanisation rate by 2020.

Throughout this year, Your Majesty can be sure we will do
all we can to stay true to our vision, as well as to address
our shortcomings, as we proudly continue to serve Oman
and contribute to the building of a sustainable future for all.

Raoul Restucci
Managing Director
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PDO is the central engine of Oman’s economy and its
activities and performance directly impact the fortunes
and futures of a rich diversity of stakeholders, including
local communities, Government, shareholders, customers,
suppliers, regulatory bodies, municipal authorities,
academia, non-governmental organisations, the media, and,
of course, employees and contractors.

Our determination to be a good corporate citizen, which
puts sustainability at the heart of all it does, necessitates that
we regularly engage with our stakeholders to understand
their needs, opinions and expectations, and any concerns
they have about our business and its impacts.

Our reporting focuses on the economic, environmental
and social challenges that matter most to our key
stakeholders and their feedback and information comes
from a variety of sources, including formal and informal
face-to-face and telephone meetings, visits, workshops,
surveys and online communication. (G4-18)

Stakeholder engagement continues to play a vital part
in building and protecting PDO’s reputation with a large
number of meetings and presentations completed in
2016. PDO again hosted a series of local and international
VIP delegations aimed at fostering understanding and
engagement with highlights including official visits by the

Our Stakeholders
and Priority Areas

State Council and Majlis A'Shura, and the Diwan of Royal
Court.

We also conduct an external reputation survey every
three years and the next one is planned for this year
(2017). (G4-26)

In the last one, in 2014, 87% of 200 of the respondents
had a favourable opinion of the Company, with 94%
acknowledging and/or praising the welfare of local
communities and the natural environment in our
operations. In addition, 91% said the Company had the best
effective management team and processes compared with
other operators, and 98% expressed confidence in PDO
as the most trusted and reputed oil and gas exploration
and production company in Oman.

The top challenge which respondents believe PDO faces
is the need to create more job opportunities and provide
more training for Omanis (22%) and we have continued
to ramp up our In-Country Value programme (p 36-43),
going beyond our natural boundaries to create more
employment in both the oil and non-oil sectors of the
economy. A similar number (21%) think the Company
should strive further to protect the environment and
conserve energy and we launched a wave of new initiatives
(p 55-62) to achieve this. (G4-27).
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Employee engagement is central to how we operate
— both with our staff and contractor personnel. Our
annual People Survey, which attracted its highest-ever
participation rate of 80.1% in 2016, showed improvements
across every single key indicator although it also identified
specific areas of improvement including core values,
people development, operational excellence and diversity
and inclusion.

Meanwhile, we also completed the first 12 months of
Project Prism, a three-year ground-breaking initiative to
establish contractor welfare standards for those working in
the Interior by embedding a duty of care mindset across

The official State Council visit to PDO

In-Country Value is a key focus area for PDO and our stake

holders

the wider contractor community. To date, around 28,000
workers from 172 companies have been surveyed. (G4-26)

From ongoing engagement and inputs, we have drawn
up our Materiality Matrix covering our major aspects,
the current potential impact on our business and level of
concern to our stakeholders.

PDO is currently undertaking an extensive stakeholder
mapping exercise and conducting a reputation survey.
For the purposes of this report, we have identified our
key stakeholders based on our regular interactions and
engagements in our day-to-day operations. (G4-25)




Stakeholder

Government, shareholders, State and
Shura councils (via face-to-face and
telephone meetings during the year)

Employees (via online People Survey,
town hall engagements, face-to-face
meetings during the year, PDO Trade
Union)

Communities, including municipal
authorities, governors, and walis (via
face-to-face and telephone meetings
during the year)

NGOs (via face-to-face and
telephone meetings during the year)

Business partners and suppliers (via
face-to-face and telephone meetings
during the year)

SMEs (via face-to-face and telephone
meetings during the year and new
online Daleeli system)

Academia (via face-to-face and
telephone meetings during the year)

Customers (via face-to-face and
telephone meetings during the year)

Media

Personal and process safety

In-Country Value
Omanisation, — jobs, training

Value creation
Funding / Cost control
Environmental protection

Operations excellence

Core values

Diversity and inclusion
Omanisation
Operational excellence
Quality healthcare

People development

Job and training opportunities
Infrastructure development
Environmental stewardship

Social investment

Need for ongoing support (both
financial and non-financial)

Cost control

Personal and process safety
In-Country Value

Contracting and procurement

Ability to work with PDO
Technical and financial support

Employment opportunities for
graduates

Closer collaboration on research and
development

Reliable, sustainable delivery

Reliable and regular flow of timely,
relevant and accurate information

Our Stakeholders and their areas of inte'4-18, G4-19 G4-24, G4-26, G4-27)
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See MD's Foreword, and sections
on Exploration and Hydrocarbon
Maturation, Hydrocarbon Production
and Reservoir Management,
Operations Excellence

In-Country Value, General

Welfare, Environmental and Safety
Performance

See MD's Foreword, and sections
on Operational Excellence, People
and Staff Development and General
Welfare

See MD’s Foreword, and sections on
In-Country Value, General Welfare
and Environmental and Safety
Performance

See MD’s Foreword and section on
General Welfare

See MD'’s Foreword and sections on
In-Country Value, General Welfare

See MD Foreword and section on
In-Country Value

See MD'’s Foreword and section on
In-Country Value

See MD'’s Foreword and sections
on Exploration and Hydrocarbon
Maturation, and Hydrocarbon
Production and Reservoir
Management

See MD’s Foreword




Material Aspect (including key topics)

HSE impact

< Safe operation

e Environmental protection
< Energy management

= Water management

Economic performance
e In-Country Value
e Omanisation — jobs, training

e Economic contribution

Sustainable business model
e Funding/Cost control
e Continuous business improvement (Lean)

e Technical innovation

\ Operational performance

e Exploration and production

Employee satisfaction

e Training and development
e Employee engagement

e Recruitment and retention

e Employee well-being
(including occupational health and safety)

e Diversity and inclusion

Community commitment
e Social investment

e SME support

Corporate governance
Business ethics

Supply chain management

_ Customer satisfaction

Our Material Asp!

Aspect boundary (internal and external)

PDO (as a whole), Government, Community, Customers,
Suppliers, Contractors

PDO (as a whole), Government, Community, Customers,
Suppliers, Contractors

PDO (as a whole), Government, Community, Customers,
Suppliers, Contractors

PDO (as a whole), Government, Community, Customers,
Suppliers, Contractors

PDO (as a whole), Government, Community, Customers,
Suppliers, Contractors

PDO (as a whole), Government, Community, Customers,
Suppliers, Contractors

PDO (as a whole), Government, Community, Customers,
Suppliers, Contractors

PDO (as a whole), Government, Community, Customers,
Suppliers, Contractors

PDO (as a whole), Government, Community, Customers,
Suppliers, Contractors

PDO (as a whole), Government, Customers




Exploration and

Hydrocarbon Maturation
2016 Highlights *

» Major oil discoveries in North Oman

» Booked 86.4 million barrels of contingent oil reserves

» Contingent gas bookings of 0.45 trillion cubic feet (Tcf)

» The Geomatics team achieved a 35-year record without a Lost Time Injury
» Drilled 27 exploration wells

» Acquisition of 8,456 km? of 3D Wide Azimuth (WAZ) seismic data



Exploration and hydrocarbon maturation concentrates on the subsurface aspects of field development
plans: finding hydrocarbon-bearing reservoirs; appraising their size, structure and properties; accurately
simulating the way in which the hydrocarbons flow through them into the wells; and then deciding — in
light of all the data and all the uncertainties — how best to extract the hydrocarbons from them.The task
of discovering new reservoirs is entrusted to the Exploration Directorate. The appraisals, the simulations
and even the conceptual planning are all done in PDO’s prestigious dedicated Field Development Centre. It
allows most of the Company’s reservoir engineers and production geologists to plan properly for the future
without being side-tracked by the exigencies of short-term production.

The Exploration Directorate continued to deliver value
to Oman and our shareholders. Despite low oil price
environment challenges, the directorate exceeded
delivery targets and reduced the number of health, safety
and environment (HSE) incidents and violations. A total
of 86.4 million barrels of oil, 0.45 trillion cubic feet (Tcf)
of non-associated gas (NAG) and 24.3 million barrels of
condensate were booked as Commercial Contingent
Resources (CCR) volumes in 2016.

There was a total oil reserves addition of 189.31 million
barrels compared to a scorecard target of 119 million barrels.
The reserves replacement ratio slipped to under one (0.86),
partly as a result of accelerated oil production. However,
working with Shell, we have identified 46 opportunities for
incremental development that could yield in excess of 700
million barrels of recoverable reserves.

The directorate safely drilled 27 wells and acquired 8,456
km? of 3D Wide Azimuth (WAZ) seismic date in Block
6. Production from exploration wells was delivered at a
daily average rate of 3,414 barrels (with a maximum of

The Geomatics team celebrates a 35-year LTI-free record

5,280 bpd in July). That was achieved by maintaining close
collaboration with key stakeholders and pursing early
monetisation opportunities where possible.

Oil Maturation

The 2016 programme was set with a clear drive to focus
on low unit technical cost (UTC) opportunities that can
support PDO's production target for the coming 10
years, and rejuvenate the oil portfolio using the latest
seismic data, to mature future drill-worthy segments for
sustainability and growth.

The major oil discoveries of the year were in North
Oman. The Shammar play opening project unlocked
40 million barrels of CCR volumes from the shallow,
high-permeability reservoir in the Lekhwair field. The
development programme is scheduled to start this
year with a plan to drill four wells in the area. Another
discovery which was appraised was the Qarn Alam-Raba
project. Exploration wells drilled showed initial production
flow rates of up to 560 bpd and a total volume of 27
million barrels of CCR was booked.



Stock Oll Initially In Place (STOIIP) stood at 66.5 billion
barrels.

Gas Maturation

For the gas programme, the focus was on balancing short-
term demand with long-term growth and using the high
quality 3D WAz seismic data to explore various plays and
introduce diversity.

One notable success was the Tayseer-Ara discovery,
providing 0.45 Tcf of NAG and 24.3 million barrels of
booked condensate CCR reserves. The opportunity was
unlocked on the basis of newly acquired seismic data
that targeted the South Oman Salt Basin as part of the
portfolio diversification efforts.

The first drilled Tayseer well was hooked up and produced
at an average rate of 150,000 m®/d of gas and 100 m3/d of
condensate.The second well is planned to produce through
an early development facility (EDF) with a capacity of one
million m3/d (and is planned to be on stream in 2019).

Gas Initially In Place (GIIP) stood at 76.7 Tcf.

Geosolutions Activities

Since February 2016, the Exploration Directorate has
operated one ‘'mega’ seismic crew acquiring data for
exploration as well as production assets. A 60,000 channel
upgrade, from 30,000 channels in 2015, allowed several
mega 3D WAz seismic data sets to be delivered during the
year.Tayseer, Barik, Saih Rawl and the sand dune dominated
areas of Haima North surveys were among the areas
covered.

With close to 700 personnel and more than 200 vehicles
involved, and despite the increase in HSE exposure

associated with operating on sand dunes, sabkha (salt
plains) and near oilfield facilities, all the surveys were
acquired without any Lost Time Injuries (LTIs).

Meanwhile, data acquired earlier in 2016 and in 2015, has
been processed and showed a remarkable improvement
in quality. A quick processing turnaround time allowed
prompt delivery of Pre-Stack Depth Migrated (PSDM)
seismic volumes which enabled fast interpretation.
The quality of the seismic data has also made possible
quantitative interpretation of the data. All these factors
facilitated the mapping of opportunities, some of which
have not been seen before.

The Geomatics team recorded 35 years without an LTI —a
record for PDO - and the field logistics operations team
achieved 17 LTI-free years.

For 2017, the main focus for the Exploration Directorate
will be to “deliver more for less.” Early monetisation will
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continue to be pursued where possible along with any
value creation opportunities. Efforts will mainly target
rebuilding the portfolio to generate attractive drill-worthy
segments that could support PDO’s growth and stability.

DBOOM

PDO won an ADIPEC 2016 Best Practice Award for
early monetisation of, and additional revenue from, new
hydrocarbon discoveries through EDFs at fields such as
Tayseer, Hawqa Zauliyah and Sadad North.

The Company took a strategic decision to support Oman
by developing newly explored fields in the shortest time
and at the lowest possible cost by using the DBOOM
(Design, Build, Own, Operate and Maintain) concept.

The EDFs will be owned, designed, fabricated, installed,
operated and maintained by a contractor with PDO
paying a monthly lease, based on performance. The
approach allows the development of partial volumes,
accelerating early sweet gas and condensate, with no
capital expenditure up front. Payment will only start after

successful commissioning of the EDF and is spread over its
operational life.

Use of contractor standard designs and fit-for-purpose
material should result in 30% cost savings with In-Country
Value maximised through the use of local firms to complete
construction, assembly and pre-commissioning.

Tayseer, the first high sour EDF project in Oman using
a DBOOM strategy, will be on stream in the second
half of 2018 and will involve the complete design and
development of on-and off-plot facilities to produce one
million cubic metres of sweet gas a day, along with up to
1,000 m? of stabilised condensate a day.

Once proven successful in such a challenging environment,
the DBOOM concept could be deployed to develop
other less complex facilities and unlock most of the small
fields which are economically not feasible for exploration
and development.




Hydrocarbon Production and
Reservoir Management

2016 Highlights

» Record combined oil, gas and condensate production
» Highest oil production since 2005

» Condensate production above target

» 644 wells drilled - 12% up on 2015




Hydrocarbon Production and Reservoir Management (HP&RM) encompasses various activities aimed at
optimising production from existing oil and gas fields in such a way that short-term output is maximised
without jeopardising longer-term output. Some of these activities are: the gathering and analysis of
production data from wells; comparing the analysed data with what the field development plans predict;
adjusting oil production and water injection rates; modifying field development plans; and carrying out well
workovers. Basically, HP&RM seeks to either make wells and reservoirs behave as planned or adjust the field
development plans to reflect the reality of well and reservoir conditions. It also seeks to solve or prevent
problems in wells and reservoirs that may reduce the ultimate recovery of a field.

With the Company still fully focused on value creation,
PDO established a new total oil, gas and condensate
production record for 2016 of 1.293 million barrels of
oil equivalent per day (boepd), surpassing 2015's 1.288
million boepd.

Average oil production in 2016 was the highest since 2005
at 600,197 bpd, 15,000 bpd above the initial target. The
year saw strong and consistent production across our oil
and gas fields as well as good new oil performance and
recovery of gas production from previously closed-in wells.

PDO was able to overcome challenges such as adverse
weather, a major power outage in August-September and
a leak on the Main Oil Line near Qarn Alam in February.

Annual condensate production was 81,300 bpd against
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a yearly target of 76,800 bpd, helped by excellent
performance from the Kauther, Rabab and Khoulud wells.
Average Government gas production over the last 12
months was 80.24 million m?/d against the previous year’s
81.07 million m®/d. Production performance was affected
by August's power outage and a lower intake by some
customers.

Bahja Rima: Planning For The Future

The Bahja Rima team has tabled an ambitious plan which
is set to make the cluster the highest producing in PDO
within five years.

Leaders have dubbed the cluster the “Land of Diamonds”
because of its rich potential, and proposed a programme
offering a 45% growth in production to 94,000 boepd by

> NAGas

81 go
77

©
o

83 80
/8 o 77
74

71

Target Target

—a=Actual

77 81 83 80 83 85 82 80

}

Actual

NA Gas Production (mIn m3/d)
~
O

87 9

o
~
~

31
o

2010
2011
2012
2013
2014
2015
2016
2017
2010
2011
2012

a

2013

o)
o

2014
2015
2016
2017
2010
2011
2012
2013
2014
2015
2016
2017




OMAN CRUDE EXPORT DESTINATION 2016
INCLUDING REFINERY LOCAL CONSUMPTION

B CHINA 65.51%
B INDIA 1.04%
"l OTHERS 1.38%
B TAIWAN 4.94%
¥ OMAN REFINERY 15.81%
I SINGAPORE 0.84%
S KOREA 3.31%
JAPAN 3.64%
USA 3.53%

OTHERS ARE:
Tanzania 0.08%
Romania 0.26%
Malaysia 0.80%
New Zealand 0.80%
Philippines 0.14%

2021 from conventional, low unit technical cost (UTC)
projects. This would be a very significant feat, especially in
the current challenging, capital-constrained environment.

Bahja Rima, which has more than seven billion barrels of
oil in place, has already recorded a 30% increase over a
two-year period with the addition of a huge volume of
hydrocarbon resources.
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The Gharif South Rim team

Whilst considered ‘small’, the Bahja North and South fields
contain oil-in-pace in excess of 1.7 billion barrels and so
provide an excellent chance to drive growth in a mature,
low cost per barrel cluster. This is being done whilst
demonstrating strong ICV credentials by developing skill
sets and workflows of local consultants which are already
being deployed internationally.

Bahja Rima new oil has grown in the last couple of years
from three rigs drilling about 60 wells to seven rigs drilling
130 wells per year. New oil production has increased four-
fold with the yearly average rising from 2,400 bpd in 2014
to almost 9,400 bpd in 2016.

Early monetisation of high value projects is a key driver
for Bahja Rima.The cluster is using the early development
facility (EDF) concept to accelerate production from the
key Sadad North, Hawqa and Asfoor projects.

Gharif South Rim: A WRM Case Study

Well, reservoir and facilities management (WRFM) is a vital
enabler to unlock greater value and optimise production
from complex, difficult or maturing assets.

One example of this is the Gharif South Rim (GSR) field
in the Marmul cluster which recorded its highest ever
average monthly oil production since the first crude
flowed in 1981.

In September 2016, staff and contractors achieved 3,655
bpd of net oil, due to an integrated WRM effort on the
field’s 41 oil-producing wells and 11 water injectors.




Operational Dimensions

| SLELTAMATE OF QMLAN FIELD LOCATION WAP |

The operational dimensions of the Well Engineering Directorate in 2016

From June 2015, the GSR field sustained a monthly
reconciled average net oil production of 3,140 bpd, aided
by robust WRFM recovery and Produce The Limit activity
plans in 2016. Pro-active exception-based surveillance
(EBS) using the online NIBRAS system with updated well
operating envelopes and 100% well integrity compliance
were also key to this success.

Currently, the field has 31 real-time down hole gauges
which have played a crucial role in better understanding
of the reservoir compartmentalisation and water flood
assessment.

The underlying success factor has been the integrated
collaborative engagement with key stakeholders -
operations, engineering, wells and artificial lift vendor
teams.

Proactive WRFM spurred production performance by:

 Fixing communication issues so performance could be
measured

e Ensuring all well operating envelopes are regularly
updated every day to avoid missing optimisation
opportunities or warning alarms to prevent pump
failures from EBS

< |dentifying and replacing all pumps with a low
operational efficiency thereby moving towards a ‘zero
pump failure’ era of operations.
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- Man hours Distance driven New Wells WPH & FBU CWI activities
(million) (million km) Include activities
water wells
== Number of staff 1,211
" Annual budget (million US$) 1,834
Number of contracts 170
Number of operating units 164
Metric tons of steel run (tubular) 135,000
Cement jobs (excluding thermal) 2,522

Number of rig moves 585
Rig moves distance covered (km)

14,164

Well Engineering Digs Deep

Despite spending restrictions resulting from the low oil
price environment, the Well Engineering Directorate
intensified its workload and boosted its productivity to
enable increased production and revenue generation.

The directorate drilled 644 oil and gas production and
exploration wells in 2016, 33 more than planned, and a
12% increase on 2015 (574).The length of wells drilled in
2016 was 1,473.7 kilometres, a 16% rise on the previous
year (1,267 km), and the time it took to drill 10 metres for
oil development wells fell from two hours to 1.9 hours.
There were also 19,600 well interventions compared with
13,190 in 2015, a 49% jump.

The Lean approach to goal deployment underpinned
this intensified effort, ensuring all levels are committed to
working collaboratively to achieve five-year strategic goals.
Non-Productive Time (NPT) and wells inventory levels
have fallen to seven-year lows.

The directorate completed the commissioning of three
further PDO-owned hoists, bringing the total number to
five,in an initiative to raise Omani competence. All of them
are delivering above expectation.

@




Operations Excellence
2016 Highlights

» Continuing fall in the number of Tier-1 Asset Integrity-Process Safety Incidents
» Simplification of operations excellence controls and assurances

» Unscheduled deferment contained through the Operational Reliability
Improvement Process (ORIP)

» New BLADE system leads to 30% rise in production of beam pumped wells




Operations excellence (OE) basically refers to top-class maintenance and upkeep of all PDO’s surface
facilities. Keeping the pumps and compressors working, the processing plants running and the oil and gas
flowing safely through pipelines allows the Company to meet its production targets and reduce the cost of

its operations.

Asset Integrity and Process Safety

Reliable and safe operations are a cornerstone of
PDO's sustainability, helping to deliver on the Company’s
production commitment and to contribute to our licence
to operate.

A comprehensive set of completed and ongoing initiatives
has helped to reduce the number of Tier-1 process
safety incidents, down from 22 in 2014 to eight in 2016.
However, these incidents resulted in fire, personal injury,
and equipment damage and production deferment. We
remain mindful of how far we are from achieving Goal
Zero — no harm to people, environment and assets —
where all our facilities operate with “no leaks” or incidents
causing undesirable consequences. All eight incidents
were thoroughly investigated and appropriate actions
implemented to avoid reoccurrence.

Efforts to improve PDO’s Al-PS culture are ongoing.

A total of 3,380 staff and thousands more contractor
personnel participated in more than 70 engagement

sessions during the annual Process Safety Day which
focused on the importance of maintaining process safety
barriers in changing circumstances.

A relentless management focus via Letters of Assurance
(LOAS) and site Gemba walks by the Technical Director’s
Group also helped in significantly raising the attention and
profile of Al-PS related issues faced by the assets.

To further illustrate the high-level attention devoted to this
challenge, Managing Director's Committee “Deep Dive”
workshops are staged every six months where directors
have an opportunity to directly hear about the issues
and discuss solutions with different PDO departments.
(Quarterly review meetings are held to review progress on
the agreed improvement actions from these workshops).
Additionally, a yearly target was included in the 2016
scorecard for completing corrective actions which gave an
increased urgency to the need to address Al-PS related
items.

A total of 2,130 staff have registered for Al-PS online
training with 1,750 staff passing successfully so far. This



training now has been extended to third party contractors
thus bridging one of the major gaps for improving
contractors' Al-PS competency.

\We have also significantly increased our capability to learn
from incidents with the launch of a user-friendly online
process safety databook which catalogues all our Al-PS
incidents in a structured way.

Further evidence of this came during Asset Integrity-
Process Safety (Al-PS) assurance activities in 2016, including
an external Level-1 audit, an internal Level-2 audit at five
assets and hardware barrier assessments at four assets,
which all came up with “Fair” ratings. A four-yearly Al-PS
culture survey of more than 1,000 employees also showed
improvements in staff perceptions against the key criteria
and helped to identify further areas of concern.

Our focus will continue on closing the gaps in performance,
awareness, training and compliance.

The effort will continue in 2017 with the following

additional priorities:

= Drive a step change in engineering and contractor staff
Al-PS capability

= Enhance staff competence via a structured assessment
and annual development plan

e Ensure higher compliance

= Broaden coverage to share learnings from incidents

< |nitiate a simplification campaign to improve delivery
time and improved cost effectiveness

» Dedicate roles of ‘change catalyst’ for key positions to
drive and change behaviour.

Operational Reliability

Good progress continued in containing unscheduled
deferment  through the Operational Reliability

Improvement Process (ORIP) which has ensured that
PDO has a robust, common and transparent system to
realise the economic benefit of reducing the number of
lost production events.

In 2016, the Company managed to bring the Gas North,
Qarn Alam Oil, Qarn Alam Steam, Lekhwair and Greater
Birba assets to “calculative” level (making a total of 10
assets), meaning that all the basics are in place and
performance is measurable. The plan is for another three
assets to attain calculative status in 2017 and also move
to “proactive” status towards becoming best-in-class at
selected assets.

A significant reduction has been seen in alarm rates at all
assets, improving facility safety and operability. One aspect
of this was to customise and adopt leading interactive
business intelligence and analytics software called Tableau
to create one new cohesive online management system.

The web-based portal has enabled data unification,
model-guided analytics, contextualisation and integrated
visualisation for analysis and corporate reporting. This,
allied with the pragmatic fixing of 40,000 “bad actor”-
faulty or poorly designed - alarms, and rigorous follow-up
work has led to a transformation in alarm management
performance.

An Integrity Operating Windows (IOW) system has
been established for critical assets, enabling continuous
monitoring of, and alerting to, facility integrity threats that
are caused by changes in fluid composition.

During 2016, a Lean project to streamline the IOW
development effort was carried out, resulting in an
acceleration in IOW project delivery, with 17 completed,
and expectations to deliver an extra 15 in 2017. EBS has
also started to review process parameters deviations.
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Further ongoing initiatives such as automated asset
verification, Leader Standard Work (LSW), “Let’s Talk
Machines”, Al-PS knowledge management and an Al-PS
portal will streamline workflow, enhance our capability
to retain critical knowledge and review cumulative risks.
This proactive approach will further reduce undesirable
incidents.

Maintenance Integrity Execution

Good progress has continued to sustain the Maintenance
Execution (ME) and Integrity Assurance (Al) programme.
At the time of going to press, 12 PDO assets - the Mina
Al Fahal Terminal, Harweel, Marmul, Lekhwair, Fahud, Nimr,
Bahja, Yibal Gas and Oil, and Qarn Alam Gas, Oil and
Steam - have sustained ME and IA calculative status during
internal assessments. In addition, five assets achieved the
Operating Integrity calculative status.

Staff Competency Development

A robust and effective organisation can only achieve the
requirements for OE if it is fully resourced. This has been
an area of focus over recent years with capacity improving
from 85% in 2014 to 95% at the end of 2016.The current
oil price is now dictating a more stable environment and,
whilst PDO’s operations continue to grow, the succession
of Omani staff following the Graduate Development
and Technician Omanisation Programmes will allow the
resourcing of positions as expatriates reach the end of
their contracts.

A competent workforce is also required to meet minimum
OE standards and significant efforts to both measure and
improve this have been made in 2016. A competence
baseline assessment (CBA) project has been rolled out
to ensure staff meet minimum standards and this allows
PDO to measure more accurately the competence status
of staff and to address common gaps.

Operations Excellence Realises Production
Gains

The Qil South Directorate has developed a new automated
well and reservoir management (WRM) approach which
uses intelligent technology, data analytics and smart wells
to enhance OE and generate greater shareholder value.

Beam Lift Auto Delivery Evolution (BLADE) involves the
use of variable speed drives (VSDs) on beam pump wells
to continuously optimise them in real time around the
clock without the need for human intervention.

The system enables staff to detect problems quicker, react
faster and make better decisions. It involved in-house
design and development of algorithms to automatically
control the VSD speed remotely, thereby eliminating waste
in existing processes and enabling swift execution.

Four wells were initially selected for a pilot in early 2015
in the Amal East field. The trial identified and overcame a
series of challenges such as remote pump-off controller
units not following commands, wiring and installation issues
and operational inefficiencies.

A complete replication of the BLADE system in the whole
field across 80 wells was concluded in 2016 and has helped
realise a 1,250 barrels of oil per day — 30% — increase
in production, eliminated HSE exposure and liberated
the time of production technologists to focus on more
value-added activities. Consequently, the total number of
optimisation requests has increased from 800 in 2015 to
over 1,700 in 2016. This increase was accompanied by
a corresponding improvement in manpower resource
efficiency.

In 2017, PDO will move to streamline OE procedures in a
bid to expedite decision making and eliminate unnecessary
practices. The number of OE controls and assurances has
already been reduced from 457 to 45.




Project Delivery
2016 Highlights

» Engineering standards review leads to expected US$1 bhillion savings
over five-year period

» Three major projects delivered successfully
» Good progress on Rabab Harweel and Yibal Khuff mega projects
» First steam expected from the Miraah solar energy project this year




Project delivery — in its widest sense — simply means constructing and commissioning facilities on time and
within the budget. In the short term, it will enable the Company to produce oil and gas in as cost-efficient
way as possible from its existing fields, according to existing development plans. But, in the long term,
project delivery becomes even more important as the Company brings its enhanced oil recovery projects

on-stream.

All of PDO's corporate project delivery milestones were
achieved on or ahead of plan and all were delivered within
the year.

The Central Project Delivery team brought three major
projects - Yibal 3rd stage depletion compression (Y3DC),
Ghaba North gas oil gravity drainage (GOGD) and
Mabrouk phase 2 — on stream successfully.

Y3DC is of strategic importance in meeting the country’s
energy needs and leverages continuous production from
the Yibal gas field. It was initiated to help meet increased
domestic gas demand as the mature field is set for
continuing decline.

The project will help sustain the Yibal Government Gas
Plant peak production capacity at an average 18 million
m3/day at a lower pressure, maximising the ultimate total
recovery.

Ghaba North in the Qarn Alam cluster is the third field
being developed by GOGD after the Fahud and Natih
fields. The project began gradually adding oil production

The Ghaba North project

from September 2016 and is set to reach its peak
production of 12,600 bpd this summer.The field recovery
will be increased by about 11% to reach 20% with a
reserves volume of about 38 million barrels.

The project came in one month ahead of schedule, US$18
million under budget and after recording seven million
manhours without a Lost Time Injury.

The economic environment has meant established ways of
working required a paradigm shift in mindset to significantly
improve capital efficiency and deliver competitive projects.
A dedicated task force was set up to review PDO
engineering standards as an enabler for cost reductions
in projects through the smarter challenging of scope and
functionality.

Over 500 cost saving improvements and removal of “nice-
to-haves” were identified in a 90-day Focused Results
Delivery (FRD) programme which challenged engineering
mindsets. The process tested unwritten rules and legacy
practices and the results have been rolled out to all
engineering staff and contractor communities.
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More than US$400 million savings have been made in the
pre-DG4 cost estimates in the six months since the FRD,
with sustainable savings in the range of US$1 billion over a
five-year period expected.

Major Projects Advance

The Rabab Harweel integrated project (RHIP) is the largest
capital project in PDO with a reserve add of more than 500
million boe. It integrates sour miscible gas injection (MGI)
in multiple oil reservoirs with production and pressure
maintenance of a Government gas condensate field, which
also contributes to Oman’s overall gas demand. The RHIP
is slated for completion in 2019 and is on schedule.

Power plant pre-commissioning activities have started
and plans are ready for commissioning in early 2017. The
construction of the RHIP plant is taking shape with the
majority of the process equipment, including pre-assembled
racks, being delivered and erected at the site. Moreover,
most of the associated buildings within the project scope
have been completed. As of the end of December 2016,

the main on-plot contractor had achieved about 16 million
manhours without a Lost Time Injury (LTI) incident.

Around 200 6G-certified Omani welders have been trained
and assigned to work with RHIP contractors. Overall, the
RHIP contribution to In-Country Value is about US$230
million involving the training and development of Omanis
and maximising local spend in Oman. It also extends to
support social investment projects, such as the financing of
the expansion of Thumrait health centre.

The Yibal Khuff project involves the simultaneous
development of a number of sour oil and gas reservoirs,
and is one of the largest and technically most complex
ventures to be implemented by PDO. The project is
ahead of schedule and moved into the construction phase
in 2016. The first oil is projected for 2020, with a peak
average production target of 20,000 barrels a day — and
a gas plateau of six million cubic metres per day over 18
years. By the end of December 2016, the project had
clocked 3.7 million manhours without a single LTI.




Working with partner GlassPoint Solar, PDO has made
steady progress on the Miraah solar energy project. The
first and second phases are both at the construction stage
and had completed a total of 638,735 LTI-free manhours,
as of 31 December 2016. The installation will produce
steam for thermal enhanced oil recovery by harnessing
the sun’s rays to heat water,and the first steam is expected
this year.

At its peak capacity, the 1,021 megawatt facility will save
5.6 trillion British Thermal Units of natural gas each year,
the amount that could be used to provide residential
electricity for 209,000 people in Oman.

It is also expected to reduce CO, emissions by 300,000
tons a year, the equivalent of taking 64,000 cars off the
road.

Enhanced Oil Recovery

Despite the complexity and cost of enhanced oil recovery
(EOR) projects and the need to prioritise low unit
technical cost oil, EOR remains a central pillar of PDO’s
evolving portfolio. It is anticipated that by 2025 more than
25% of PDQO’s production will come from such projects.

PDO is currently operating a variety of commercial-
scale EOR projects that include chemical, MGI and
thermal applications. The Company will also continue the
maturation of more promising and novel EOR technologies
through laboratory and field testing, and will work with
external partners where necessary to overcome technical
challenges, such as at the Habhab ultra-heavy oilfield.

The Marmul polymer project has been running well for
the last six years and has delivered 12 million barrels of oil.
The second phase of the project, which involves injecting
polymer into 19 additional injectors, started in 2015. The
additional injectors have been injecting polymer smoothly
and an increase in oil production due to this was observed
in 2016 with an oil gain of about 1,800 bpd.

A major highlight for chemical EOR in PDO during 2016

was the completion of the alkaline-surfactant-polymer
(ASP) flooding trial at Marmul. The pilot produced a
positive outcome with 30% incremental oil recovery,
surpassing the 20% target, and production of saleable-
quality oil, free from emulsion. This encouraging outcome
from the trial uplifts the commercial outlook for ASP full-
field implementation, and a feasibility study is planned to
start this year.

For the past 23 years, near miscible sour gas injection in
the Birba field has yielded an additional 8 million m® for
5.5 billion m® of gas injected thus far and is on target to
achieve up to 45% recovery from infill horizontal drilling
and additional gas injection.

The Harweel 2AB project started miscible gas injection in
April 2014 at a constrained rate of up to 1.7 million m*/
day and has ramped up to a full capacity injection rate of
up to 5 million m*/day since January 2015 after separator
replacements. A clear response of the MGI process has
been established with incremental oil to date reaching 10
million barrels.

One of the key MGI highlights in 2016 was the
commissioning of the Sakhiya A2C mini flood and the Al
Noor 3A sour miscible gas injection pilot with positive
initial indications.

The thermal gas oil gravity drainage (GOGD) process in
Qarn Alam has been underway since late 2011. To date,
the project has delivered six million barrels of oil with 2.9
million tons of steam injected. In 2016 the project delivered
650 bpd above target.

During the course of the year, three additional aquifer
pump-off wells and two horizontal oil producers were
completed. In addition, five new steam injectors were
commissioned and 17 water supply wells were drilled.

The Amal steam project continues its improvement. Five
million LTI-free manhours were recorded in 2016, and the
year-average oil production was 12,824 bpd.




In-Country Value
016 Highlights

» Created 7,787 employment-related opportunities, including in the non-oil sector
» Awarded contracts worth a record US$5.03 billion to nationally registered firms

» More than 4,000 Omanis working with Super Local Community Contractors
(SLCCs) and Local Community Contractors (LCCs)

» Total value of SLCC and LCC turnover: US$336.4 million —a 23% increase on 2015




PDO’s In-CountryValue (ICV) strategy aims at supporting local community companies and small and medium-
sized enterprises, increasing the procurement of local goods and services, and improving the capacity and
capability of Omani people and companies in order to secure long-term sustainable commercial benefits

for the Sultanate.

Jobs and Training

PDO’s wide-ranging employment programme — which
encompasses job, training, redeployment and scholarship
schemes - created a new high of 7,787 opportunities for
Omani jobseekers, meaning almost 30,000 have been
created since 2011 when the Company launched its
National Objectives programme.

In a new departure to support Government efforts to
boost employment for Omani jobseekers and aid economic
diversification, the Company moved beyond its natural
boundaries to create more than 2,300 opportunities in the
non-oil sector, including in the aviation, fashion, hospitality,
real estate and digital media industries.

These included 400 training-for-jobs opportunities to
work as ground staff with Oman Air at the new Muscat
International Airport and the upskilling of 100 existing
Oman Air employees, 300 for women to work at the
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Fashion Apparels factory in Salalah, and 137 posts with
nine of the Sultanate’s leading hotels for work as chefs,
food service assistants, receptionists and front office staff.

The Company played an active role in the “Tanfeedh”
programme to diversify the economy with four staff
making significant contributions to the workshops on
labour, tourism, manufacturing and logistics.

Efforts to increase Omanisation of high-demand positions
in the oil sector continued with the graduation of 195
Omanis to 6G level - the highest international standard -
to work as welders on PDO’s Rabab Harweel integrated
oil and gas mega project. A further 200 were recruited for
6G training.

PDO also celebrated the graduation of aimost 600 young
Omanis from Company-sponsored training schemes to
work in the oil and gas industry.The fifth batch of graduates



is the largest in the history of the National Objectives
programme. The 596 men, aged 18-27, underwent
training lasting from 14-18 months in a variety of technical
disciplines including welding, plumbing, rigging, carpentry,

scaffolding, instrumentation, sheet metal fabrication,

mechanics, and electrics.

Seventy one young Omani jobseekers qualified to work as
assistant drillers with PDO contractors after successfully
completing a vocational training course provided by the
National Objectives programme.

An additional 60 young Omanis officially graduated from
PDO-sponsored training courses to take up full-time
work. A total of 34 qualified as drilling fluids engineers, 21
as derrickmen and five as roustabouts. They will work with
PDO contractors Dalma Energy, Abraj Energy Services,
National Drilling and Services Company and (Drilling)
Mud Industries.

Goods and Services

PDO continued to invest in Oman and encourage foreign
investors to do likewise. The Company awarded contracts
worth US$5.03 billion to nationally registered companies,
the highest sum in its history.

This included a total of 57 ‘new’ contracts valued at
US$3.04 hillion, and 70 contracts valued US$1.99 billion
which underwent an annual contract value (ACV) increase
or extension. The agreements included:

* Apipe supply contract with Sumitomo Corporation
for US$1.2 billion.

The five-year deal will mean piping for PDO'’s drilling
operations will be routed through the Port of Dugm.
The agreement further includes a new supply yard in the

Dugm Special Economic Zone which will be a logistics
centre for materials being delivered to PDO fields.

The contract confirms PDO as an anchor tenant at Dugm
from mid-2018, with up to two shipments a week (carrying
3,000 metric tonnes of pipe) being routed through the
port for its oil and gas fields.

The logistics hub will provide integrated supply chain
management services — such as storage, planning and
delivery — and 30 trucks a day will be needed to transfer
the pipes from the new supply yard to PDO’s drilling
locations.

The move will significantly build capability at Dugm to
become the primary logistics hub for the Sultanate’s oil
and gas sector.

* The provision of hydraulic fracturing services for
US$418 million.

A key part of the deal is a commitment by contractor
Halliburtion Worldwide to make a fixed asset investment
with an overall Omanisation target level of 85%, with
support of locally sourced goods, services, supplier
development and investment in national training, education,
and research and development institutions.

* Construction Services for Yibal Khuff for US$379
million.

ICV committed to by the contractor Galfar Engineering &
Contracting LLC includes targets for sourcing local goods
and services, Omanisation, recruitment inclusive of on-the-
job training for 150 Omani 6G welders and opportunities
for Local Community Contractors (LCCs) and small and
medium enterprises (SMEs).
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Supporting Omani Businesses

Developing a strong local supply chain and supporting
Oman’s SME sector are central planks of PDO’s ICV policy.
This approach not only helps raise the capacity and capability
of domestic businesses to compete nationally, regionally and
internationally, but also reduces supply times and costs.

As part of this effort, PDO awarded three key contracts
valued at US$330 million to Omani businesses for work
in the north of its operations. Under the terms of the
deals, earthworks will be carried out by LCC Najed Al
Ahliya at PDO fields at Fahud, Lekhwair and Yibal and by
Sarooj Construction Company at Qarn Alam and Saih
Rawl. Additionally, Rukun Al Yageen (RAY) International
will conduct electrical work across the entire north of the
PDO concession area.

Omanrsfirst factory specialising in the manufacture of cleaning
and inspection tools and products for pipelines was also
opened in Sohar with PDO support. LIN SCAN Oman is a
joint venture between UAE-based LiN SCAN International
and LCC Shaher United Trading and Contracting Company, a
100% Omani firm, which offers a range of services, including
electrical engineering, plumbing and excavation.

The workshop has been designed to supply not only
Oman but also to export to neighbouring countries. It
will lead to ICV opportunities through the employment of
Omanis, the transfer of technology and the production of
vital equipment in the Sultanate.

The opening of the factory on the Sohar Industrial Estate will
enable the manufacture of such tools, accessories and pipeline
intelligent inspection spare parts for the first time in Oman.
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The Gulf International Pipe Industry mill

PDO's Production Chemistry department also partnered
with Localine, a 100% Omani-owned and managed
company, to launch a new factory to supply starch, which
is used as a fluid loss control additive in the majority of
water-based mud used in PDO drilling operations.

A total of 21 Omanis, trained under PDO-sponsored
programmes, have been recruited for the Gulf Starch Plant
on the Sohar Industrial Estate, ensuring a 60% Omanisation
rate in the first year but the long-term plan is to be 100%
Omanised.

Additionally, the Company signed a four-year US$200
million pipe supply contract with an Omani factory. The
Gulf International Pipe Industry (TMK-GIPI) mill, also based
on the Sohar Industrial Estate, will manufacture a variety of
pipelines sized 6-24 inches in diameter for PDO.

TMK-GIPI is the first manufacturer of high-pressure steel
line pipes and casing pipes in Oman and its production
plant is also the first in the region to make high pressure
24-inch electric resistance welded steel pipes.

As a result of the contract award, the company will
expand its current production range and introduce a new
manufacturing line for small pipeline categories to cater for
the high demand of such sizes from PDO and the rest of
the oil and gas industry.

The agreement marks the successful implementation of
one of the business opportunities launched by PDO for
Omani businesses at the major ICV Blueprint Strategy
Summit in Muscat in December 2013. This laid down a
framework for the development of a robust and sustainable
local supply chain for the sector.




His Excellency Salim Al Aufi, Undersecretary of the Ministry of Oil
and Gas, launches the new Daleeli system for SMEs

To facilitate the process of doing business with PDO, two
new online services were launched for SMEs.

The Daleeli (My Guide) platform is aimed at Omani
entrepreneurs, SMEs and non-governmental organisations
(NGOs) and provides information, responds to questions
and streamlines the enquiry process. In addition to
providing the ability for users to attach documents while
submitting their enquiries, Daleeli also keeps a log of all
communications between PDO's internal departments
and external vendors.

The service complements a user-friendly digital supplier
relationship management system, Rabitah (Link), where
vendors can register to work with the Company.

To further nurture the entrepreneurial culture in the
Sultanate,PDO staged a training workshop for small business
owners to improve their sales performance, marketing
and customer service. The Company also joined forces
with Riyada, the Public Authority for Small and Medium
Enterprises Development, to coach 60 of its members in
new ways to be more profitable and productive. The three-
day workshop in May, provided by instructors from the
National Training Institute at Riyada’s headquarters in Ghala,
Muscat, offered a platform for SMEs to share experience,
knowledge and best practice with each other.

Local Community Contractors (LCCs)

PDO has continued to support LCCs through a ring-
fenced scope in its main contracts which is offered to
them via an inter-bidding process. A total of 354 LCCs had
registered up to the end of 2016, of which 300 LCCs were
active during the year.

These LCCs have provided various services in oil and gas
operations, such as well services, electrical, mechanical and
civil engineering, logistics, manpower supply and equipment

hiring. The value of work executed by LCCs during 2016
was US$157.2 million.

There are also seven LCCs which have direct contracts
with PDO and are considered as matured LCCs.The total
return made by these in 2016 was US$76.8 million.

In addition, two LCCs, Najed Al Ahliya and Seeh Al Saraya,
have managed to win direct contracts with PDO for the
provision of earth moving and rig location services and
mechanical work respectively.

2016 LCC Spend Per Work Category

WORK CATEGORY (USD Min)

M Civil Work 73 Maintenance 1
M Electrical 5 Manpower Supply 1
B Environmental 12 Mechanical 12
M Equipment Hiring 22 Other 4
M Fabrication 0 Well Services 0
M Logistics 27
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TOP 10 LCC SPEND
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Super Local Community Contractors (SLCCs)

PDO has achieved its stated objective of developing and
empowering local communities in the concession areas
through the establishment of shareholding LCCs which are
known as Super Local Community Contractors (SLCCs).

These were set up as community-owned companies
providing a range of core oil and gas activities, including hoist
operations, wellhead maintenance and flowline replacement.

Throughout 2016, these delivered shareholder benefits and
generated employment opportunities and entrepreneurship
opportunities for locals. All four SLCCs — Al Baraka Oilfield
Services, Al Haditha Petroleum Services, Al Sahari Oil
Services and Al Shawamikh Oil Services - are progressing
well with a strong focus on business growth and efficiency.

In order to further sustain and increase the capabilities of
SLCCs and increase business volume, an additional four

hoists have been awarded to Al Baraka and Al Shawamikh.

The accumulative total contracts values of all SLCCs with
PDO have increased considerably from US$585 million
to US$824 million. The SLCCs currently have 9,385
shareholders drawn from their local communities and
boast a cumulative capital value of RO 23.2 million.

To ensure the managerial skills of SLCCs are developed,
PDO partnered with the Oman Centre for Corporate
Governance and Sustainability on an extensive training
course for 50 SLCC board members. The workshop was
held to raise their awareness of a range of important
business areas, including their roles in terms of disclosure,
transparency and protecting shareholder rights. It followed
one held in wilayat Sohar in June which covered corporate
governance, commercial law, marketing, finance and
performance monitoring.

Capital No. Of Previous Current
SLCCs Name (Of\)/IR) Shareﬁol ders Total Contract Value | Total Contract Value
(USD) (USD)

Al Shawamikh Oil 4,474,153 1599 118,497,815 242,595,311
Services

A Bl edolaur 5,800,108 3062 178,989,623 178,989,623
Services

Allezrela OlElE 4,085,707 1337 178,426,145 203,674,374
Services

Al Sahari Oil Services 4.850,925 2198 109,150,000 109,150,000

Al Khazain Oil Services* 4,000,000 1189 0 0

Total 23,210,893 9385 585,063,583 824,409,308

*Core activity scope from Occidental.




FULL YEAR 2016 SLCC SPEND
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In 2016 the total cumulative spend for SLCCs was more than US$102 million, the LCC spend was more than US$157
million and matured LCC spend was above US$76 million. The total SLCC/LCC turnover was US$336.4 million, a 23%
rise on 2015 (US$ 272.7 million).

The following chart illustrates the SLCCs/LCCs spend growth over the last five years:
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More than 4,000 Omanis are currently working with
SLCCs and LCCs in different disciplines.

Contracting and Procurement

PDO’s Contracting and Procurement vision is to become
the partner of choice for delivering our business targets.
Our 2017 programme build indicates an annual spend on
oil and gas in excess of US$6 billion, of which more than
90% is through third parties.

However, the drop in oil prices has left a huge income
deficit for the country which requires PDO to pursue all
possible opportunities to work efficiently and to identify
and implement cost savings across all our activities.

At the same time, there has been an onus on maximising
production and ensuring timely project delivery so as to
accelerate monetisation of our investments whilst staying
the course on our ICV journey. With this in mind, our
priorities in 2016 remained on improving the sourcing
cycle time by introducing efficiencies to ensure faster
contract awards, enhancing material management and
vendor delivery performance, and working closer with our
suppliers to identify and implement cost efficiencies.

All new suppliers, primarily the ones who deliver a (labour)
service on PDO premises, are screened on HSE by the
relevant contract holder before they receive a contract
from PDO. Depending on the HSE risk and mode of the
contract, the process can contain HSE pre-qualification,
(contractor) site visits and evaluations during the tender
stage which also cover worker welfare.

Research and Development

PDO works with a range of research and development
(R&D) partners and academia to address its technical
challenges, as well as to spur Omani innovation and talent.
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In 2016, we signed partnership agreements with Innovation
Park Muscat (IPM) and the German University of Technology
in Oman (GUtech) which will boost R&D efforts in both
the oil and non-oil sectors in the Sultanate’s economy.

The Memorandums of Understanding will mean the
partners will work together on a number of important
economic, energy and environmental matters to support
Oman's development.

There will be a concerted effort by both sides to support
the development and competitiveness of the SME
sector, with local companies who work with PDO being
encouraged to start their own R&D with [PM.

They will encourage SMEs to carry out their basic technological
research, test-proof their conceptual thoughts and innovation
ideas and conduct early-stage technology development in
IPM prior to the mass production of their goods.

Both will also work to stimulate international companies
to support and transfer technology and innovation to local
companies and SMEs that are based in IPM. The aim is to
encourage local Omani companies and entrepreneurs to
embrace innovation and new technologies to sustain their future
growth and become more competitive locally and regionally.

PDO will share with IPM and GuTech some of the major
challenges facing the oil and gas industry as a means of
spurring innovation and research. Specifically, IPM will work
on developing solutions in the priority areas of enhanced
oil recovery, water management and energy efficiency.

The MoUs build on key and strategic stakeholder
partnerships PDO also has with institutions such as Sultan
Qaboos University and The Research Council.




People and Staff Development
2016 Highlights

» Highest number of Omani employees on staff

» Number of women in technical functions nearly doubles in five years
» Record People Survey results

» 100th PhD scholar celebrated




PDO’s people are the Company’s greatest asset. They are skilled and they are knowledgeable.And the great
majority of them are Omanis. It will be the collective commitment, skills and expertise of all PDO’s people
that helps to sustain the remarkable development of this nation.

At the end of 2016, PDO had 8,789 staff, of which 6,772
were Omanis — the highest number in our history. The
Omanisation rate was 77%, and the Company is expecting
this to reach 90% by 2020. There were 935 women on
staff, including 837 Omanis. A total of 332 Omanis were
hired in the year and the number of Omani graduates was
1,080. There were 1,500 Omani promotions with 278 in
senior positions SG2+ (254 men and 24 women).

Currently, there are 470 Omani women working in
technical functions, including petroleum engineering, well
engineering and exploration. The number has nearly
doubled in the past five years and tripled since 2006.
Moreover, 20% of PDO’s graduate intake are women and
this is expected to increase in the coming years.

PDO strives to be a champion of workplace equality of
opportunity and gender balance and has embarked on a
comprehensive diversity and inclusion campaign to foster
an open, inclusive and supportive work environment, free
of bias, discrimination and bullying.

PDO is determined to do all it can to advance the cause of
women in the workplace both within our own boundaries
and beyond as a pre-requisite and fundamental enabler for
delivering and sustaining high performance, greater equity,
respect and collaboration.

Employee Engagement

Honest, open and respectful two-way dialogue between
management and employees is encouraged as we strive
to promote a co-operative and collaborative workplace to
unlock the full potential of our people.

There are multiple channels to foster communication and
embed an ethos of shared enterprise and endeavour.

Staff are given regular updates on progress by our
twice-yearly Managing Director/Technical Director talks
which are also streamed live on the web. In addition, the
Managing Director holds monthly lunches with staff on a
first-come, first-served basis to discuss matters of interest
and importance. He also issues a monthly web message

Majda Balushi becomes the first woman to pass the Graduate Development Programme in the Petroleum Engineering Directorate
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detailing developments on the people, production, safety,
performance, ICV, social investment and Lean fronts.

\We have an extensive and dynamic internal communications
programme consisting of an intranet carrying the latest
news and developments, directorate, departmental and
staff group microsites, a Company magazine, corporate
emails and workshops. The Managing Director also has
a homepage with a Q and A function which enables
employees to send questions directly to him.

A People Survey is conducted every year enabling staff to
register their views on a wide range of topics such as pay
and conditions, organisational leadership and diversity and
inclusion. The results of this are scrutinised closely and any
areas of concern are addressed seriously and transparently
in follow-up sessions and actions.

The one for 2016 recorded the highest ever participation
rate in PDO history of 80.1% with 6,738 surveys
returned, up 7.4% relative to 2015. The survey showed
improvements on every single survey dimension. In 2015,
PDO was top quartile on one survey dimension (role
clarity) compared to the external benchmark used. In
2016, we were top quartile on three dimensions: employee
engagement, role clarity and job resources.

The Employee Engagement measure showed an increase in
favourable from 81% to 85%, with 90% of employees saying
that they are “proud to work for PDO” and 81% rating
PDO positively “as a company to work for compared to
other companies” (up from 74% in 2015). There were
also solid results when it comes to safety culture with 91%

of PDO staff indicating that “everyone takes responsibility
for complying with safety rules”, and good progress on key
questions relating to operational excellence and people
development.

However, the survey also identified areas where we could
improve and, as result of the feedback, we will be rolling
out some key corporate initiatives including a behavioural
blueprint of what is expected from our leaders, a major
new diversity and inclusion campaign, enhanced supervisor
training and an Annual Development Plan, which will
provide a structure for ongoing development discussions

Pay and Conditions

PDO applies a basic 3% minimum pay increase subject
to “good performance”, for all nationals, in line with
Omani Labour Law. Whilst not applicable in law to
non-nationals, PDO implements this standard across
the board. All increases above this threshold are linked
to performance and the employee’s salary relative to
the maximum limit on their salary scale.

All full-time Omani employees are eligible for the PDO
Pension Fund although this is not open to temporary or
non-national staff. Interest-free housing and emergency
loans are also available to support staff.

A minimum notice period of a month is given for
operational changes.

2016 PEOPLE SURVEY
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* 6,738 surveys
* 80.1% response (75.6% in 2015)

10
Employee  Diversity & Role Team Organisational Job Operation  Responsible People
Engagement  Inclusion Clarity Leadership  Leadership Comms Resources  Excellence Business  Development
m 2012 70 64 78 68 59 66 72 67 75 61
2013 73 66 78 71 57 67 74 67 7 62
2014 75 65 78 72 58 65 74 67 79 63
m 2015 81 70 82 73 65 62 75 71 82 67
m 2016 85 74 84 7 71 67 7 75 85 71

Going Forward:
« Core Values; honesty of leadership

« Diversity & Inclusion; ability to speak freely; fairness in decision making
* People Development; team leader involvment in personel development
» Operational Excellence; speed of decision making; elimination of unnecessary practices
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between employees and supervisors, and enhance each
individual's short-term development needs required for
their current role.

Training

To sustain its long-term future and build a robust pipeline of
talent, PDO offers a wide range of Learning and Development
programmes covering health, safety and environment (HSE),
technical subjects, personal skills and leadership.

In 2016, the PDO Learning and Development Centre
maximised in-house delivery of courses in response to the
low oil price environment, and ran more than 370 technical,
non-technical, HSE and process safety learning events,
covering 39,000 man days, to develop 5,800 employees.

To increase effectiveness, the Company has developed a
70-20-10 training strategy — 70% is delivered on the job,
20% through line managers and 10% on courses.

During the year,in 2016,PDO moved to a standard leadership
framework. This transition involved applying standard, role-
based and blended learning programmes to support the
leadership capabilities that PDO wished to focus on.

PDO’s own In-house leadership programme (Leadership
Essential) is designed and delivered by in-house trainers
focusing on providing staff with the fundamental
information, skills and knowledge required to be a
leader. This also incorporated the 70-20-10 learning
concept as well as all the elements of PDO’s Leadership
Framework. It also facilitates continuous learning outside
the classroom environment through online manuals, self-
coaching questions and personal action points.

PDO celebrated its 100th PhD success, Waleed Al Busaidi,
one of 101 sponsored scholars who graduated from its
flagship Scholarship Scheme. Three qualified with PhDs and
there were also 27 Master of Science (MSc) degrees, 30 from
Distance Learning programmes and 19 Bachelor degrees.

The successful scholars studied subjectsincluding petroleum
engineering, mechanical engineering, chemical engineering,
electrical engineering, geosciences and business studies
at leading universities in Norway, Germany, the United
Kingdom, Australia and Oman.

To date, more than 2,000 Omanis have been sponsored by
PDO at top universities around the world and graduated at
different degree levels, and the Company has recruited most,
if not all, to senior positions, including some directors.

Currently we have 271 scholars and development staff
studying at different degree levels in the UK, Australia, Canada,
USA, Germany and Norway. There are also 14 students
sponsored fully by PDO at the Sultan School in Muscat.

A standardised Graduate Development Programme
(GDP) was introduced in the second quarter of 2013,
to consistently develop fresh graduates across PDO.
The GDP model is graduate-driven and correlates their
competence requirements with job tasks in line with the
70-20-10 framework.

A central tracking system has been introduced, with

Waleed Al Busaidi becomes the 100th PhD scholar

dedicated corporate co-ordinators to anchor the
implementation. In addition, each function has its own GDP
focal point and additional coaches to ensure the consistent
execution of the programme and timely dissemination of
information related to any new requirements.

A total of 902 graduates are actively enrolled in the GDP,
which now covers 36 disciplines, and 163 graduates have
already successfully passed through it.

Wells training with a focus on process safety was given to
both PDO staff and personnel from 15 local operators
and contractors and Shell Qatar at PDQO's state-of-the-
art Wells Learning Centre, which is accredited by the
International Well Control Forum (IWCF).

The centre boasts a range of facilities including seven
classrooms, five well simulators, an educator wall room and
a model room, and offers IWCEF levels 2, 3 and 4 for well
engineering (WE) and completion and well Intervention
(CWI) personnel.

Instructors have delivered 70 mandatory IWCF courses
for both WE and CWI disciplines. A big success was the
delivery of Shell Round 1 wells fundamentals to external
contractors and operators resulting in 12 candidates
graduating with the Round 1 certificate from five local
companies in November 2016.

All staff have annual performance contracts which set
targets for their development over the year in areas such
as HSE/business, teamwork, continuous improvement
and leadership. These are monitored and updated during
thrice-yearly discussions with their line managers.

Grievances

Four grievances were raised in 2016 through PDO's
confidential Blow The Whistle hotline.

Two were of a“general nature”, one was “unfounded” and
the other was referred to the relevant Human Resources
Business Partner (HRBP) for resolution.

Two were related to “harassment,” one of which was which
was “founded”. However, the relevant sub-contractor staff
member left to pursue further education. The other was
referred to the relevant HRBP for resolution. There were
no instances of human rights violations.
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General Welfare
2016 Highlights

» Improved Lost Time Injury Frequency

» Commuter bus service transported 8,000 passengers a month
» Launched second wave of Baader staff volunteering project

» Signed 26 social investment agreements

» Pledged US$4.6 million social investment funding




The welfare of people and the natural environment are enshrined in PDO’s Business Principles — the
document at the top of its Corporate Management Framework. The Company will never be satisfied with
the way it carries out its ambitious plans unless it does so in a way that respects people’s health and safety,
that benefits neighbouring communities and that maintains the environmental richness of the country.

Safety remains PDO’s number one priority with an
unrelenting focus on Goal Zero - no harm to people,
environment and assets.

The Company achieved a 21% reduction in its Lost
Time Injury Frequency, down to 0.22 injuries per million
manhours worked, compared to 0.28 in 2015, although the
performance was marred by three work-related fatalities.
The Total Recordable Case Frequency (TRCF) remained at
0.98 injuries sustained per million manhours worked and
300.5 million kilometres driven.

Work to improve this even further has begun with simpler,
standardised, fit-for-purpose training and procedures to
encompass a greater emphasis on compliance, increased
learning from incidents and improving risk and hazard
identification in operations.

The PDO Trade Union is consulted on health and safety
issues and it is currently compiling a draft framework
covering matters of interest, including such matters.
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Road Safety

PDO is committed to improving road safety both within
our own boundaries and beyond.

A new Journey Management Centre was established in
2016 to track vehicles and driver behaviour on the road.
This has led to a 62% drop in driving violations and is now
monitoring 7,200-7,500 vehicles a day.

PDO launched a commuter bus scheme in the summer of
2013 to reduce the rate of road accidents by cutting the
number of staff and contractors using private vehicles to
get to and from work.

The service has expanded steadily and now covers 26
hubs and 65 villages. Since it started, it has carried 207,200
passengers, including 88,742 PDO staff, and an average
8,000 passengers a month now use it. Private vehicle use
in the North of PDQO’s operations has halved and the
number of non-work-related fatalities has fallen from nine
in 2013 to two last year.
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Last year, the Company signed an agreement to give
defensive driving training to 400 school bus drivers
operating in its concession area. Under the terms of
the Memorandum of Understanding with the Technical
& Administrative Training Institute (TATI) LLC, drivers
covering 45 schools received practical and theoretical
coaching in the Arabic language.

As well as defensive driving training, they were also
instructed on the importance of good vehicle maintenance,
passenger care and general road safety awareness.

The five-week scheme, which was run in conjunction with
the Ministry of Education, was rolled out first in the wilayat
of Thumrait in the South of PDO's concession area, and then
extended to the North of Oman. Muscat-based TATI gave
the training free of charge for drivers during half-day sessions
at schools with PDO arranging the planning and logistics.

PDO’s five-year nationwide “Tell A Friend” road safety
campaign was officially launched by PDO at the Muscat
Festival in January 2013 with the aim of lowering the
number of road accidents in the Sultanate. It targets
important areas of road safety such as responsible driving,
speed management, vehicle maintenance, proper seat belt
usage and driving whilst fatigued. The campaign has used a
multi-media approach, including television, cinema, radio,
newspapers, Facebook and Twitter to get its message
across to all generations.

The "Tell A Friend" roadshow has travelled all over the
country including to Ibri, Nizwa, Khasab, Shaleem, Al Jazir
and the Salalah Tourism Festival. Volunteers also visited
visited Sultan Qaboos University to raise awareness among
students and younger people about the importance of
road safety and instilling safe driving habits.

Contractor Welfare

Project Prism, a ground-breaking three-year initiative to
establish contractor welfare standards for those working
in the Interior, completed its first 12 months.

The programme was designed to embed effective and
caring labour practices and ensure personnel are supported
in accordance with the highest international standards.
Contractor personnel are being interviewed confidentially
about a wide range of topics, including safety, pay, training,
medical care, food, accommodation, and human resources
provision in the field.

To date, around 28,000 workers from 172 companies have
been surveyed. Coaching sessions have also been delivered
to contractors to ensure compliance with Omani law and
PDO policies.

Social Investment

PDO signed 26 social investment Memorandums of
Understanding (MoUs), including backing for 10 non-
governmental organisations (NGOs) and committed
US$3.3 million of support, with a further US$1.3 million
distributed in grants and donations.

Meanwhile, the Banat Oman project, which offers
vocational training and marketing support to low-income
women, continues to thrive. A total of over 300 women
have been trained in 10 different trades with their
products available in retail outlets across the Sultanate,
as well as a new dedicated Banat Oman shop in Muscat.
A recent independent study showed an impressive social
rate of return on investment for the initiative with RO 7.38
generated for every rial invested.

Among the completed social investment projects in 2016
was the upgrading and expansion of the Shaleem health
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centre into a 14-bed hospital to provide in-patient and
emergency services, the Ghaba majlis in Adam, the opening
of a new pottery workshop for the blind in Muscat and the
launch of a palliative care programme in conjunction with
the Oman Cancer Association.

MoUs included:

e The expansion of Thumrait hospital

» The construction of a livestock market in Haima

= The building of public majlises in Al Rusais, Izki, and
Barbazom and Dhahboon in wilayat Thumrait

* The construction of a water well and accessories in
Wadi Arah in wilayat Shaleem

» The building of a slaughterhouse in Hamra Adduru'a

e The installation of two underground water channels
(Falaj) in Ibri

» The provision of a library at the Centre for Teaching
Quran Sciences in Samad A’shan in Al Mudhaibi

e The maintenance and insurance of the Oman Cancer
Association’s mobile mammography unit

e The donation of PDO's mobile planetarium to the
Oman Astronomical Society.

Volunteering

The Baader staff volunteering programme was expanded
to help a range of good causes, including 17 NGOs,
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Baader Volunteering Project Wave 1
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government and educational institutions, voluntary groups,
professional bodies and small businesses.

Baader (which in Arabic means 'take the initiative, begin
a good deed') enables employees to devote their time,
energy, and expertise for free in areas such as project
management, IT, human resources and administration,
public relations and communications, finance and
translation. Selected volunteers are granted up to seven
working days off work per calendar year to support
organisations in need.

The first wave was launched in 2015 with 80 staff
volunteers being assigned to help eight NGOs, including
the Oman Cancer Association, Dar Al Atta, the Early
Intervention Association, Al Noor Association for the
Blind, and the Oman Association for the Disabled. That
list has now been extended to include bodies such as the
Oman Alzheimer’s Society, the Hereditary Blood Disorder
Association and the Oman Road Safety Association, and a
further 150 staff have been called on to help.

Beach Clean-ups

PDO was heavily involved in a number of beach clean-ups
over the year.

The Company provided sponsorship and technical support
to clean a total 54 kilometres of loggerhead nesting
beaches on Masirah Island over a two-month period after
a cargo vessel sank off the coast.
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Under the guidance of the Ministry of Environment and
Climate Affairs, PDO volunteers and contractors Carillion
Alawi worked with other stakeholders, including the
Environment Society of Oman, to collect an estimated
seven tons of waste.

Staff also joined with colleagues from other major Gulf
Co-operation Council oil companies for a beach clean-up
day across the region. More than 50 volunteers collected
around 400kg of rubbish from Al Seeb beach, including
bottles, plastic bags and metal waste.

The activity was part of PDO’s commitment to the
Regional Clean Sea Organisation (RECSO), an oil industry
co-operative organisation based on the concept of mutual
aid, and which works to achieve the common objective of
a“Clean Gulf”

Staff from the Field Development Centre team also took
part in a sponsored beach clean-up with their families on
a day off. More than 40 volunteers did their bit for the
environment at Al Shatti beach in Muscat, collecting more
than 150kg along an 800m stretch of shore.

Community Support

The Community Relations team continues to work
closely with PDO Operations teams to engage with local
communities to minimise the impact of PDO activities and
address any issues.

It is standard PDO practice to conduct integrated impact
assessments covering potential health, environmental and
social aspects before embarking on any new projects.

Any grievances are addressed properly by the team or
redirected to the concerned departments in PDO. An
official grievance mechanism tool was developed in 2016
and is close to being implemented to officially record all
complaints.

Screening reports are carried out on each new project to
identify the possible social and environmental impact, and
social investment projects are suggested that could benefit
affected communities.

In 2016, six workshops were held in various Interior
locations to design new engagement plans with

Child Labour, Forced Working and Indigenous Rights

As a responsible employer, PDO does not employ staff below the age of 18 and to the best of our knowledge
neither do our contractors. We also do not force or make compulsory any employment relationships within our
organisation. In all cases, PDO applies, and enforces on its contractors, the complete application of the Omani Labour
Law. There has not been any registered case against PDO or any of its contractors related to child labour or the
exposure of young workers to hazardous work, neither through the Labour Inspection Department of the Ministry
of Manpower nor from our Corporate Occupational Health Department which conducts frequents vists to the sites
of the Company's projects. There have been no incidents of violations involving the rights of indigenous peoples.
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communities.There were also 30 face-to-face engagements
with key community stakeholders on a number of different
PDO operations to ensure the smooth mobilisation and
implementation of projects.

Key examples of these were;

e AYibal Khuff project emergency planning zone meeting
with the Royal Oman Police, Deputy Wali of Hamra'a
Adduru’a, municipal authorities and local tribal leaders
to align interests and include them in the procedures
for any possible emergency

= Various engagements with local authorities to present
and clarify the role of PDO and the Community
Relations team in terms of local community
development and support

e Engagements held with Al Zahia School and Qarn Alam
School to promote HSE to school bus drivers.

There were no significant disputes with locals in 2016 and
no operations where involuntary resettlement took place.
However, the Community Relations team worked with
other PDO colleagues to resolve an environmental issue
raised by locals relating to open rig pits at Habhab. The
response involved backfilling all the pits and fencing the
well head.

The team conducted many engagements with locals and
the Wali of Adam and agreed to move livestock more than
one kilometre away from a well in the Zahia area while a
rig was mobilising. PDO also began a new phase of the
clean-up and restoration of a farming area contaminated
by an oil spill in the village of Rusais near Izki, after close
consultation with the Ministry of Environment and Climate
Affairs.

Medical Care

The new PDO Medical Centre at Mina Al Fahal was
officially opened in 2016, providing another dimension of
health care for staff, their dependants and PDO pensioners.

The two-storey complex boasts an outpatient clinic with offices
for 10 doctors, a hi-tech medical laboratory, an emergency
facility, a pharmacy, specialist clinics, and occupational health
and physiotherapy departments. There are also vaccination,
dietician, ante-natal and scanning services.

While the core role of the PDO Medical department is
to deliver high standard medical care to employees, their
dependants and, to some extent, the Interior community
at large, health promotion and education also remain part
and parcel of its responsibilities.

In relation to female health, 215 women took advantage of
a free mammogram health check at a screening event last
May. The X-rays, provided in collaboration with the experts
from the Oman Cancer Association, were aimed at female
employees, female spouses of staff aged 40 and above, and
retirees. The service was also extended to the mothers and
sisters of PDO employees, who met the age group criteria.

Additionally, 610 participants volunteered for free cancer
tests for the uterus and prostate gland.

The Medical department has continued to support the
Ministry of Health blood bank team in its work to collect
blood from community donors. Several blood donation
campaigns were conducted with 600 units collected from
PDO volunteers at Mina Al Fahal and Interior locations.

Health activities and awareness presentations held in
2016 included presentations on smoking, alcohol and drug
addiction and psychological first aid.
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Environmental and Safety Performance
2016 Highlights

» Substantial fall in number of oil spills
» Flaring intensity significantly reduced by 38%
» Front Line Safety leadership programme launched

» New waste management plan developed
» Food waste cut by 60%




PDO is continually striving to protect Oman’s environment and prevent pollution. In 2016, the Company
achieved an improved environmental performance across many aspects including oil spills, greenhouse gas
emissions, flaring and waste management. The achievements are summarised below.

Spills

In continuance of our efforts to improve integrity and reduce
the number of spills, PDO completed the replacement
of more than 2,150 kilometres of flowlines and pipelines
in 2016. Many on-plot lines were also replaced and the
programme will continue in upcoming years.

This work resulted in a 22% reduction in the number of
oil spills per million tonnes of production, down to 1.97
compared with 253 in 2015. However, the quantity of
oil lost per million tonnes of production in these spills
increased from 9.54 in 2015 to 32 tonnes in 2016 due to
two major leaks.

OIL SPILLS PERFORMANCE

3500 r 7.00
3000 - 6.00
2500 - 5.00
> &L
£ 2000 - F 400
c Qo
S 1500 - F 300 E
& Z
1000 - 200
500 j L 100
000 - . : : - 0.00
2013 2014 2015 2016

- Quantity of oil spilled >1 barrel (0.16m?) per million
tonne of production [t/Mt production]

# of oil spills >1 barrel (0.16m?) per million
tonne of production [#/Mt production]

Greenhouse Gas Emissions

PDO has introduced an integrated environmental
dashboard that covers both oil and gas asset performance.
As a result of including gas assets in the dashboard, PDO’s
greenhouse gas (GHG) emission intensity significantly fell
by 44% in 2016 to 0.14 tonne (CO, equivalent) per tonne
of production compared to 0.25 in 2015.

PDO continues to mature its efforts to minimise GHG
emissions through key projects focusing on reducing
discharges from traditional power generation and maximising
the use of renewable energy resources. The “Miraah” solar
project to generate steam for enhanced oil recovery in the
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Amal steam project is one such example. This will cut CO,
emissions by more than 300,000 tonnes each year. Another
example is the Nimr reed beds project that has reduced
CO, emissions by 300,000 tonnes every year.

GREENHOUSE GAS INTENSITY RATIO
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Flaring

Flaring reduction remains a cornerstone of PDO’s gas
conservation strategy. Due to the inclusion of gas assets in
the dashboard, the flaring intensity has significantly reduced
by 38% in 2016, from 20.85 tonnes flared per 1,000 tonnes
of production in 2015 compared t012.86 tonnes in 2016.
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A computer-generated image of the Mina Al Fahal solar car park

World Bank Zero Routine Flaring Initiative

Flaring of associated gas results in loss of valuable gas
resources as well as contributes to GHG emissions. PDO
has been taking proactive actions to minimise flaring
of associated gas, defining and assessing several flaring
reduction projects.

PDO has officially endorsed the World Bank“Zero Routine
Flaring” initiative. This demonstrates its commitment
towards gas conservation through incorporating the
sustainable use or conservation of associated gas without
routine flaring. As part of this objective, PDO will continue
to strive towards implementation of economically viable
solutions to eliminate routine flaring as soon as possible
and ahead of the 2030 target.

Micro-Turbines

PDO has implemented several new technology trials such
as the use of micro-turbines. These represent an emerging
new technology, gaining worldwide acceptance in flare gas
recovery. They are seen as very promising for generating
power directly from low and atmospheric pressure (AP)
flare gas, which is otherwise wasted.

The Company is currently trialling this technology at
Anzauz to demonstrate its reliability in a harsh desert
environment as a future means of reducing overall
flaring across the concession area by converting gas into
electricity. At present, the turbine is converting 1,000 m®/d
and generating a steady output of 180-195 kilowatts,
reducing Anzauz flare volumes by 5%. If fully deployed, it is
estimated micro-turbines could recover some 500,000 m?
of flare gas a day across Block 6.

Zauliyah AP Eductor Gas Recovery

The main objective of the trial is to try a liquid-gas pump
called an eductor to recover AP gas instead of flaring it in

stations where gas recovery is not economical due to the
small volumes being flared. The eductor was commissioned
in late November 2016, and has so far managed to reduce
flaring by 1,200 m®/d and recover up to 18 bpd of oil.

Renewable Energy

PDO remains committed to reducing its energy
consumption and seeking new practices and technologies
for energy supply alternatives.

Presently, the Company is fully dependent on fuel gas to
generate electrical power for business needs. However, the
level of solar energy density in Oman is among the highest
in the world, so there is significant scope to develop solar
energy resources throughout the country.

In 2016, PDO awarded a contract to install thousands
of solar panels in its car parks to provide power for its
headquarters in Muscat. The environmentally friendly
move will save more than 3.1 million m® gas a year, enough
to provide electricity for almost 1,000 homes. It will also
cut carbon dioxide emissions by 6,662 tonnes annually, the
equivalent of taking more than 1,400 cars off the road or
planting almost 173,000 trees.

Once complete, the 592 MWp (megawatt peak) solar
project will generate 9,480,000 KWh (electrical units) per
year and save 42,000 m3/d of gas. Generated power will
be connected to three of the main office buildings at Mina
Al Fahal and fed into the domestic grid at off-peak times.

A standalone photovoltaic energy system has already been
commissioned and is producing 200 MW/d, providing
power for a range of facilities, including a remote monitoring
and telecommunication system, instrumentation and
control, a solar pumping system, solar water treatment and
a water ozonation system. This has led to a gas saving of
1.4 million m*/d.
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PDQ’s daily average gas consumption in 2016

2016 daily average gas consumption % of the
in million m%/d total
Gas injection 138 55%
Power 71 28%
Flaring 2.7 11%
Fuel gas 15 6%
Total 25.1 100%

Energy Efficiency

Improving energy efficiency is a key focus of PDO’s gas
conservation strategy. Efforts continued to enhance energy
efficiency via cogeneration and waste heat recovery in our
steam generation activities. The efficiency of our power
generation has improved significantly. In 2010, 320m? of
gas was required to generate 1 MWh. This has now fallen
to 301m%MWh, and the aim is to reduce it to 270m%/
MWHh by 2020, once all the planned combined cycle gas
turbine units are commissioned.

As part of our bid to reduce domestic power demand
by 4% per annum from 146 MW to 126 MW (launched
in 2013), PDO managed to cut it by 3% in 2016. More
initiatives are under study to provide further reductions.
PDO is also working on a LED lighting replacement project,
where more than 44,000 LED lights have been installed.

Water

PDO currently produces close to 910,000 m3/d of
produced water. Out of this, 55% is used for pressure
maintenance and around 300,000 m*/day of the excess is
disposed of in deep formations. Evaluation of alternatives
has been done for the cleaning and re-use or disposal of
produced water in a manner that consumes far less energy.

One of these is the Nimr reed beds project, widely
acknowledged as one of the most innovative, environmentally
friendly ventures in the global oil and gas sector. The project,
operated with partner Bauer Nimr, is considered to be the
largest industrial constructed wetland system in the world,
consisting of a series of sloping reed fields and evaporation
ponds, in all the size of 640 football pitches.

The project is currently treating approximately 110,000
m?3/d of produced water with far less energy intensity than
conventional deep water disposal. In total, by the end of
2016, it had processed approximately 200 million m3 of
produced water and recovered around 370,000 barrels
of oil since operations began in October 2010. The
pioneering enterprise has led to a greening of 10.5 km? of
desert and a projected saving of 24 billion cubic feet of gas
over 10 years — a 98% reduction in energy requirements.

PDO also carried out an optimisation trial at a potable
water reverse osmosis (RO) plant and successfully
increased permeate recovery and reduced RO reject
disposal volume by 17%. The next step is to incorporate
optimisation learnings to other potable water RO plants
with the anticipation of reducing RO reject disposal volume
by 7,000 m3/d and aquifer abstraction by 28,000 m3/d.

The Company approved usage of innovative forward
osmosis (FO) desalination technology, particularly to treat

RO reject water, thus further reducing disposal and aquifer
abstraction. In 2016, PDO's water consumption from its
desalination units decreased by 7%, falling to 6.88 million
m? of water compared to 7.37 million m? in 2015.

PDO has commenced a four-year research project with
Bauer Nimr to evaluate and demonstrate at field-scale
the reuse of treated produced water for irrigating valuable
salt-tolerant plants, and developing the knowhow needed
to apply the concept at larger scale in the future. After
different levels of wetland treatment, 13 plant species using
three water qualities, varying in the concentration of salt and
boron, will be compared. The research work covers an area
of 22 hectares, which would use approximately 2,000-2,200
m3/day of treated produced water from the wetlands.

There is also ongoing collaboration work with Sultan
Qaboos University in Muscat to use local soil and
low-salinity treated produced water to manufacture
compressed stabilised soil blocks as a way of reducing
construction costs. Preliminary findings indicate that the
new compressed blocks possess good strength and thermal
insulation and consume a lower quantity of cement than
conventional cement blocks. Further trials and analysis are
underway in the hope of eventually commercialising these
stabilised soil blocks in Oman.

Waste

As part of a continuous improvement effort in waste
management, PDO developed a waste management plan in
2016 covering all the waste streams from “cradle to grave.”

This will provide an holistic approach for the management
of the main waste streams generated by PDO and its
contractors in line with the 4R — reduction, reuse, recover,
recycle — waste management hierarchy, national legislation
and international best practices.

Recover

The proposal includes a four-year action plan for each
waste stream with a specific focus on waste reduction
and reuse. It aims to reverse current waste management
practices that emphasise waste treatment and disposal.
The plan was developed internally by a joint project team
from different directorates.

In 2016, PDO generated 8% more hazardous waste -
225.9 thousand tonnes compared with 209.7 tonnes in
2015 - and the increase was mainly due to the increased
volume of contaminated soil resulting from major oil spills.
We produced 41,500 tonnes of non-hazardous waste
compared to 34,600 tonnes in 2015. This 20% increase
resulted mainly from the expansion in PDO operations.
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Hazardous Waste Management

PDO has commenced a focused programme to deal with
its hazardous waste which includes a five-year integrated
contract with an international company to manage
hazardous waste stockpiles.

The contract has been operational since 2015, and so
far, over 15,000 tubulars have been decontaminated,
which is 21% above the planned volume, and 10% of this
(1,500 tubulars) has been taken back for re-use in drilling
operations. So far, more than 10,000 m® (approx. 63,000
barrels) of oil have been recovered from sludge. Waste
batteries and empty chemical drums are now managed in
conjunction with local recycling companies.

Food Waste

A “Green Plate” competition aimed at reducing food
waste within PDO camps and permanent accommodation
camps (PACs) was launched in 2016.
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The main objective was to reduce food waste, raise awareness,
and minimise costs associated with food purchasing, storage,
preparation, consumption and disposal. It covered 11 PDO
camps and 11 PACs across the concession areas.

The contest encouraged personnel to “take what you
want, eat what you take” to avoid excessive leftovers. The
volume of leftovers was measured each day from May until
November and the one with the least average waste per
employee was declared as a winner.

Camp operators submitted a monthly report showing the
daily weight of food wastage per person, and as a result,
food waste was significantly reduced by almost 60%.

FOOD WASTE REDUCTION IN 2016
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Environmental Projects In 2016

In 2015, PDO developed a five-year Environmental Strategy
and Action Plan as a key enabler to achieve overall corporate
objectives of sustainable growth, operational excellence
and meeting its sustainability commitments. In line with
the strategy’s objectives of “Comply-Improve-Prepare”, the
following key projects were accomplished in 2016:

Development and Update of Environmental
and Social Feature Layers

PDO developed and updated a wide range of
environmental and social feature layers on its internal web
Geographical Information System (a tool widely used with
over 4,000 unique users annually).
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These layers play an important planning role in checking
environmentally and socially sensitive features of a given
location. The tool helps project teams during the planning
and design stage of their projects. In addition, these layers,
or maps, are also used during the environmental screening
phase of the impact assessment process. This is done to
proactively avoid any negative impacts to environmentally
and socially sensitive areas within PDO’s concession area.

The development of the tool involved many steps
starting with co-ordination with all stakeholders to obtain
relevant data, including different government ministries
and authorities. It has added several new environmental
layers such as wadis, protected areas, soil types, and water
protection zones.

The implementation of the new online system has
contributed to the protection of environmentally and
socially sensitive areas, provided accurate categorisation
of projects, and improved the environmental screening
process and timely delivery of projects.

Sustainable Management of Contaminated
Soil Stockpiles

Over the years, large volumes of oil contaminated soil have
accumulated in PDO waste yards.This soil is generated by oil
spills resulting from flowline integrity issues. The challenge
was how to treat these large stockpiles so they were less
than 1% of the Total Petroleum Hydrocarbon (TPH) based
on current environmental requirements. A project was
established to investigate sustainable remediation options
for contaminated soil stockpiles, as a joint research initiative
between the Ministry of Environment and Climate Affairs,
Sultan Qaboos University (SQU) and PDO.

The SQU research team carried out a comprehensive site
assessment involving geotechnical investigations such as density
and percolation tests, oil characterisation, soil analysis and
leachability tests, a groundwater assessment, and finally a risk
assessment based on the source-pathway-receptor model.

The study revealed that the only transport mechanism
of contaminants from the studied sites is leaching and
groundwater transport while the only exposure pathway is
the potential potable water use through the nearest wells
to the sites. The study identified two sites with a possible
short-term threat to groundwater contamination, while
other locations have a long-term or no demonstrable
threat to human health, safety or sensitive environmental
receptors.

The research is the first sustainable remediation project
in Oman and helped to establish sustainable options
for the management of contaminated soil based on the
scientifically identified risk level. It also helped to introduce
the concept of sustainable remediation and risk-based
management. This will pave the way for the application
of the same concept to other stockpiles and remediation
activities in PDO, and Oman in general.

The project was accompanied by a capacity building
workshop  involving  participants  from  different
organisations within Oman. The workshop also helped to
develop an action plan for contaminated sites including
the development of policy statements and a contaminated
land framework in the Sultanate to standardise and legalise
the approach and associated methodology.

'\.

Geotechnical investigations and soil characterisation

Environmental Compliance Monitoring Tool

Monitoring environmental compliance is key to ensuring
continuous environmental performance improvement.
The Compliance Monitoring Tool (CMT) is one of the
methods to check the current status of compliance for
areas and facilities.

Using Lean, the tool merged 291 regulatory requirements
(from 32 environmental regulations) into 37 simplified
checkpoints.The output of this solution is the development
of quantitative (score-based) key performance indicators
that convert legal requirements into the level of compliance
(in percentages).

The tool assists in providing a quantitative and visual
representation of non-compliance gaps, and hence the
development of corrective actions based on the risk level
for different environmental aspects. It also brings assurance
in delivering compliance with Oman’s environmental
laws, PDO internal standards and relevant international
benchmarks, as well as demonstrates continual
improvements by recommending possible best practices
to be adopted.

Area Compliance %

Permitting 96%

Chemicals Waste
75% 83%
Air Water
83% 87%
Spills 77%
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Enhanced Environmental Performance Dashboard

Establishing key performance indicators (KPIs) is a fundamental step to ensure continual environmental performance
improvement. A number of enhancements have been identified for the current environmental dashboard, such as the
needs of linking certain indicators to the overall production from oil and gas and having international benchmarks. As
a result, a dashboard with 10 KPIs covering key environmental aspects was introduced across PDO. The dashboard is
updated every month with easy access to all PDO employees through the HSE webpage.

Environment Performance 2010-2016 YTD

Environment Benchmark / Limits 2014*

2.001°
Flaring (mIn m3\d) {1.757 (oil) + 0.244 157 139 207 235 229 1.998 2519
(gas)}
Flaring intensity (tonne/1000 tonne of HC) 14.84° 175 156 225 251 251 20.85 12.86
Grgenhouse gas intensity ratio (tonne of Co, 0.16° 021 022 023 026 026 025 0.14
equivalent\tonne of HC)
Energy intensity (Gi\tonne HC) 14° - 214 198 2.22 247 227 146
ggnmn“:)’t"’e contaminated sand generated 65240 55399 77330 86680 103620 120886 160213
Cumulative food waste generated through
PDO camps (tonne) ) ) ) ) ) st A
Shillow water disposal, exploitable (Upset) 0 ) ) ) 8254 5210 9,265 18,099
(m3\day)
Effluent discharge to sea OIW (ppm) 153 - 93.30 58.24 108.00 43.90 58 55.6
Quantity of oil spilled > 1 barrel (0.16m®) 7.6 (IOGP) ) ) )
per million tonne of production (t\Mt) 10.49 (3Y Avrg PDO) S0 e e &2
— 5 -
#of oil spills > 1 barrel (0.16m?) per million 19 ) ) ) 299 6.04 253 197

tonne of production (#\Mt)

Reference: * PDO performance excluding Gas Assets Performance ** PDO performance including Gas Assets Performance
a. PDO flaring target for 2016 b. Global Average, IOGP Data Series 2014 Data c. Regulatory Limit, Ministry of Environment and Climate Affairs
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Environmental Screening Process

The screening processis the first step in the impact assessment
(IA) process.An IA is an instrument to identify and assess the
potential environmental (E), social (S) and health (H) impacts
of a proposed project and to design appropriate mitigation,
management and monitoring measures.

The outcome of the screening process determines the
project category type (category I, Il or Il depending on
the scale of its likely impact) and identifies any “show-
stoppers” in terms of ESH.

Lean was applied to simplify the screening process,
improve quality and reduce delivery time. The updated
screening process resulted in the accurate categorisation
of projects by integrating social and health aspects with
environmental ones.

The screening tool has been converted from an Excel
spreadsheet to an online application which has been
developed in-house. The web-based system has provided
easy access to the application, a simple tracking system,and
a repository for all screening reports. It has also improved
communication and information sharing. Ultimately, the
screening tool will improve environmental performance
and enhance PDO’s reputation through the early
consideration of the ESH aspects of projects.

The tool resulted in a cost saving of around RO 10,000
for each medium- and high-impact project, by eliminating
the need to conduct an initial impact evaluation study
by an external consultant. It also managed to reduce the
screening process time to about one-two weeks.

Environmental Risk Assessment Study for
PDO Legacy Sites

PDO has drilled many exploration and production wells
over the years across its concession area. Many of these
well sites have since been fully abandoned and are referred
to as ‘legacy sites!

In order to make sure that these are restored in line with
environmental requirements, it is important to assess them
to prioritise those that require immediate restoration
based on their potential risk to the environment.

More than 800 abandoned wells were part of the
assessment undertaken in 2016 by a third party consultant
firm.The assessment for each well was done in two parts.
One was field-based, focusing on the actual site condition
(e.g. spills, waste, infrastructure, pits condition and roads);
while the other was office-based to develop a sensitivity
assessment which could not be done in the field (e.g.
wadis, grazing land, environmental protection zones and
groundwater depth).

Results from the site survey and sensitivity assessment
combined to produce a final risk ranking for all sites. A
report with GIS maps for these sites was produced with

recommendations for attending each site. Out of 826
sites assessed, only 30 were ranked high (i.e. <4%), which
demonstrates an overall good level of abandonment work
for these wells.

Assessment of Oil Spill Remediation Practices

Major oil spills consume time, effort, clean-up costs, and
cause potential environmental and reputational damage,
and production deferment in some cases. PDO launched
a Lean project, focusing on the assessment of major spill
remediation practices, with the aim of streamlining the
Company’s clean-up process.

As part of this, different workshops conducted value stream
mapping, waste identification and root cause analysis, and
proposed countermeasures. The team suggested two main
improvements: the first was to have dedicated resources
to respond to major spills; and the second was to develop
a standard operating procedure (SOP) for clean-ups to
ensure consistency across PDO.

Mapping of Sulphur and Nitrogen Oxides
Emission Exposure

The combustion of fossil fuels may result in the release
of air pollutants such as sulphur oxides (mainly sulphur
dioxide) and nitrogen oxides (among other primary air
pollutants) into the atmosphere.

As part of PDO’s drive towards pursuing Goal Zero -
“No harm to people, environment and assets” - through
compliance with regulatory and corporate requirements, a
project to map emission exposure across the Company’s
assets was commissioned.

The main purpose was to develop a comprehensive view
of the impact of air emissions across the concession area,
as well as the level of compliance towards air emission
standards. This objective was successfully achieved by
mapping all combustion sources within PDO, such as flares,
power plants, and incinerators on a GIS platform, as well
as compiling the physical attributes of each combustion
source, and the properties of the fuels combusted.

A unique calculation methodology for different combustion
equipment types was also developed and air dispersion
modelling was conducted at all locations with a high risk of
emission exposure. Additionally,ambient air quality monitoring
using diffusion tubes was carried out to demonstrate that the
risk of emission exposure is reduced to as low as reasonably
practicable (ALARP) at all PDO clusters.

Flaring Waiver and ALARP Demonstration
Tool

Flaring in the oil and gas industry is an essential part of
operations, to safely relieve toxic hydrocarbon gases.
However, it leads to significant loss of natural gas resources
and has serious implications on environmental impact and
reputation.
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At ol facilities, around 1-2% of total oil and gas production
is lost due to flaring, and non-routine flaring contributes
more than 75% of total flaring. Gas is a critical natural
resource for the future energy security of gas-constrained
nations and non-routine flaring might lead to unnecessary
loss of valuable gas resources, while at the same time
leading to emissions of GHGs.

PDO developed a pioneering system through which
management can make an informed, value-led decision
whether or not it is economically and environmentally
justified to flare during non-routine upset scenarios.
The macro Excel-based flaring waiver and ALARP
demonstration tool evaluates each flaring scenario on an
economic and environmental basis and reduces flaring
accordingly, and has also improved the appreciation of
such impacts.

HSE in Contracts

PDO embeds health, safety and environment (HSE)
requirements across seven phases of its contracts,
commencing with planning and ending in a formal close-
out. In 2016, Lean was applied to ensure:

= All contract staff are fully cognisant of the HSE
exposures of any contract, with HSE risk assessments at
the planning phase

e The formal recording of the commencement certificate
to provide further assurance that key details of HSE
management have been covered in the pre- and post-
award before the physical activity of a contract scope is
permitted to commence

e The 12 key steps for HSE in all contracts are formerly
developed in poster and banner format. This simple
but important visual will assist all personnel in the HSE
management of contracts and projects.

Accredited assessor training, to support HSE competence
in the business, has also been designed and commenced
with the approval of the PDO Learning and Development
Centre.This will support required and additional assessors,

A MEAR MISS couLD BE THE NEXT ACCIDENT.

REPORT ALL MEAR MISSES BEFORE IT IS TOO LATE.

Simply go to ?JT{T: ;

PDO website and click on % eue

and the HSE competence targets for 2017 across all PDO
directorates.

Behavioural Based Safety

PDO has developed a new approach to Behavioural Based
Safety Management (BBSM). The Corporate HSE team s
moving on from the DuPont Observation Programme and
externally led BBSM programmes, and aims to transition
to an in-house, customised, major risk-focused product
that has been designed by our employees for our staff and
contractors.

The new product is called “Ihtimam” (Care) as it reflects
the impulse of caring for colleagues, friends and the
wider PDO family and contractor community. Ihtimam is
currently being trialled in three pilot areas for a period of
six months. Once the pilot is completed the entire system
will be assessed and a strategy will be developed to launch
it across the wider organisation.

Front Line Safety Leadership Programme

PDO has launched the Front Line Safety (FLS) leadership
programme in the Well Engineering Directorate to increase
supervisor knowledge of safety leadership responsibilities
with the emphasis on behavioural safety.

This is to address the increasing trend of incidents in
PDO, focusing on the root cause - which is ineffective and
inadequate supervision. So far, 21 “Safety Leadership for
Front Line Supervisors” workshops have been delivered,
training 450 supervisors.The programme means:

= Supervisors are better equipped with safety leadership
knowledge and have the confidence to effectively
engage staff and positively influence their behaviour

= Senior line leaders, having accepted the responsibility
of facilitating the workshop, have become visible and
leading examples of driving change

= Personal action plans have been generated to ensure
application of FLS techniques is happening in the field

. FLS has become
a permanent agenda item
in leadership meetings
and quarterly updates of
the Governance, Risk and
Assurance team

o Programme

W= o continuity is assured as the
s et L AT B
i v P — knowledge and skills in FLS

workshop facilitation are
e retained by locals and not
et by external facilitators.

It is planned to extend
the programme to drilling
contractors and to embark
on the second phase in
2017.




Environmental Data - PDO

2015 | 2016*

Greenhouse gas emission (GHGS)
Direct total GHGs (million tonnes CO, equivalent) 6.9 7.7 84 8.8 8.6 9.7

Greenhouse gas intensity ratio (tonne of CO, equivalent/

tonne of HC) 0.22 0.23 0.25 0.26 0.25 0.14

Flaring
Flaring (upstream) (million tonnes flared) 0.54 0.80 0.84 0.84 0.72 0.88
Flaring intensity (Tonne/1000 tonne of HC) 1560 2250 2510 2510 2085 12.86

Energy intensity

Upstream (gigajoules per tonne production) 214 1.99 2.22 247 227 1.46
Acid gases and VOCs emissions per unit of HC production

Sulphur oxides (Sox) (tonnes per thousand tonnes) 113 2.70 2,97 3.07 2.39 1.03
Nitrogen oxides (Nox) (tonnes per thousand tonnes) 0.63 0.63 0.63 0.64 0.60 0.31

Volatile organic compounds (VOCs) (tonnes per thousand

132 0.39 042 042 040 0.21
tonnes)

Spills and discharge

# of oil spills > 1 Barrel (0.16m?) per million tonne of

production [No/Mt Production] 22 e 238 L

= Quantity of oil spilled > 1 Barrel (0.16m?®) per million ton of

production [t/Mt production] S L 954 el

QOil in effluents to surface environment (OIW to sea)

0014 0003 0017 0.007 0009 0.010
[thousand tonnes]

Water

Water consumed from desalination units

- , 4.90 5.10 5.30 6.55 737  6.88
(million cubic metres)

Produced water 1,000 m?day 660.60 619.80 66530 71499 76962 803.97
Produced water used for injection activities 1,000 m*/day 14940 31328 30162 32321 35906 412.84
Produced water used for disposal activities 1,000 m®/day 56342 30647 307.69 34896 33433 348.81

Waste generation

Hazardous (thousand tonnes) 1539 1424 1847 2304 2097 2259
Non-hazardous (thousand tonnes) 53.0 29.0 25.0 275 346 415
Total waste (thousand tonnes) 2069 1714 2097 2579 2443 2674

* 2016 data includes gas asset performance, while earlier years only present the data from oil assets.
There were no monetary or non-monetary penalties for non-compliance with environmental laws and regulations in 2016.

@




Safety Data - PDO

Fatalities

Total number 0 2 2 4 2 3
Employees 0 0 0 0 0 0
Contractors 0 2 2 4 2 3

Fatal accident rate (fatalities per 100 million working hours,
both employees and contractors) 0 1.25 117 217 1.08 1.56

Injuries

Total recordable case frequency (TRCF) (all injuries per
million working hours, both employees and contractors) 1.20 117 0.98 0.97 098  0.98

Lost Time Injury Frequency (LTIF) (Lost Time Injuries per
million working hours, both employees and contractors) 0.36 0.29 0.26 0.32 028 022

Motor vehicle incidents (MVI)

Serious MVI frequency
(LTI, MTC, RWC and roll over MVI incidents per million km
driven) 0.19 0.16 0.15 0.16 0.11 0.12

Process Safety

Tier-1 incidents 14 11 13 22 11 8
Exposure

Million manhours worked 151 160 1705 1840 1849 196.3
Million kilometres driven 242 252 2511 2622 2782 300.5
llinesses

Total recordable occupational illness frequency (TROIF)
(illnesses per million working hours, employee only) 128 17 0.17 0.07 0.13 0.13
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Global Reporting Initiative G4 Content Index
The report is “In Accordance' with the GRI G4 Guidelines - Core option.

General Standard _ U] \\[e]e
. Definition . Page
Disclosures Principle

Blar 2007

Service

External
Assurance
Strategy and Analysis
G4-1 Statement from the CEO or Statement 4,11 -
Chairman of continuing
support
G4-2 Key impacts, risks and opportunities -
Organisational Profile
G4-3 Organisation’s name No specific 6 Ministry of Oil
cop and Gas
requirement
G4-4 Primary brands, products and " 6 Ministry of Oil
services and Gas
G4-5 Location of the organisation’s HQ " About This Ministry of Oil
Report and Gas
G4-6 Countries of major operation " 6 Ministry of Oil
and Gas
G4-7 Nature of ownership and legal 6 Ministry of
form " Finance,
Ministry of Ol
and Gas
G4-8 Markets served 26 Ministry of
" Finance,
Ministry of OIl
and Gas
G4-9 Scale of organisation 6 Ministry of
" Finance,
Ministry of Oil
and Gas
G4-10 Total number of employees " 45 Ministry of
Manpower
G4-11 Percentage of total employees 46 Ministry of
covered by collective bargaining " Manpower
agreements
G4-12 Organisation’s supply chain " -
G4-13 Significant changes during the " 11,13,15 -
reporting period
G4-14 Implementation of the Principle 7 12, 49,55 -
precautionary approach
G4-15 Endorsement of external Principles 1-10  About This 1ISO14001:2004
economic, environmental and social Report, 14,56
charters and initiatives
G4-16 Memberships in national/ No specific 10 -
international associations COP
requirement.
|dentified Material Aspects
And Boundaries
G4-17 Entities included in the 6 State Audit
organisation’s consolidated financial " Institution,
statements Ministry of
| Finance
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General Standard U]\\[e]e External
Definition Page
Disclosures Principle Assurance

G4-18

G4-19
G4-20
G4-21

G4-22

G4-23

Stakeholder Engagement
G4-24
G4-25

G4-26

G4-27

Report Profile

G4-28

G4-29

G4-30

G4-31

G4-32

G4-33
Governance
G4-34

Ethics and Integrity
G4-56

Process for defining the report
content and the aspect boundaries

Material aspects identified in the
process for defining report content

Aspect boundary within the
organisation

Aspect boundary outside the
organisation

Effect and reasons of any
restatements of information
provided in previous reports

Significant changes from previous
reporting periods in the scope and
aspect boundaries

Organisation’s stakeholder groups

|dentification and selection of
stakeholders

Approach to stakeholder
engagement, and organisational
response

Key topics/concerns raised through
stakeholder engagement, and
organisational response

Reporting period

Date of most recent previous
report

Reporting cycle

Contact point for questions
regarding the report

Chosen “in accordance” option
including reference to the GRI

content index and the external
assurance report

Organisation’s policy and practice
with regard to seeking external
assurance

Organisation’s governance
structure

Organisation’s codes of conduct

and codes of ethics
0

No specific
COP
requirement

Sphere of
influence

Principle 10

Principle 10

16 18,75

18,19
19
19

There are no
restatements of
information

10

18
17

16,17,18

7,9,16,18,19

About This Report

About This
Report

About This
Report

About This
Report

About This
Report

About This
Report, 65

About This
Report

7,89




Spec_lflc Standard DMA and Indicators U_N(_SC Page External
Disclosures Principle Assurance

Disclosures on

Management Approach

G4-DMA Generic Disclosures on Principle 7 6-10, 16-19 1ISO14001:2004
Management Approach

Indicators by Aspects

CATEGORY: ECONOMIC

Economic Performance

G4-EC1 Direct economic value generated 36-42 Ministry of
and distributed Finance

G4-EC2 Financial implications and other Principle 7 12, 35,55, 56 Ministry of
risks and opportunities for the Finance

organisation’s activities due to
climate change

Market Presence

G4-EC6 Proportion of senior management 7 Ministry of
hired from local community at Manpower
significant locations of operation

Indirect Economic Impacts

G4-EC8 Significant Indirect Economic 50-52 -
Impacts

Procurement Practices

G4-EC9 Proportion of spending on local 36-42 Ministry of
suppliers Oil and Gas,
Ministry of

Finance

CATEGORY: ENVIRONMENTAL

Energy
G4-EN3 Energy consumption within the Principle 8-9 57 -
organisation
G4-ENS Energy intensity Principle 8-9 63 -
G4-EN6 Reduction of energy consumption -
Water
G4-EN8 Total water withdrawal by source 63 -
G4-EN9 Water sources significantly affected Principles 7,8,9 57 -
by withdrawal of water
G4-EN10 Percentage and total volume of Principles 7,8,9 57,60, 63 -
water recycled and reused
Biodiversity
G4-EN13 Habitats protected or restored Principles 7,8,9 12,13,51,52, Ministry of
57 Environment
and Climate
Affairs
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Spec_lflc Standard DMA and Indicators U_NQC Page External
Disclosures Principle Assurance

Emissions

G4-EN15 Direct greenhouse gas (GHG) Principles 7,8,9 63 -
emissions (Scope 1)

G4-EN18 GHG emissions intensity Principles 7,8,9 63 -

G4-EN19 Reduction of GHG emissions Principles 7,8,9 55,63 -

G4-EN21 NOx, SOx and other significant Principles 7,8,9 63 -

area emissions
Effluents and waste

G4-EN22 Total water discharge by quality
and destination

Principles 7,8,9 57 -

G4-EN24 Total number and volume of
significant spills

Principles 7,8,9 55,63 -

Products and Services

G4-EN28 Percentage of products sold and No specific ~ Not applicable -
their packaging materials that are COP
reclaimed by category requirement
Compliance
G4-EN29 Monetary value of significant fines  Principles 7,89 63 Ministry of
and total number of non-monetary Environment
sanctions for non-compliance with and Climate
environmental laws and regulations Affairs
Transport
G4-EN30 Significant environmental impacts Principles 7,8,9 Not available. -
of transporting products and Will endeavour
other goods and materials for to source this
the organisation’s operations, information
and transporting members of the within the next
workforce two reporting
cycles
Overall
G4-EN31 Total environmental protection Principles 7,89 Commercially  1SO14001:2004
expenditures and investments by confidential due
type to contracts
with third
parties
Supplier Environmental
Assessment
G4-EN32 Percentage of new suppliers that Principles 7,89 43 -
were screened using environmental
criteria
Environmental Grievance
Mechanism
G4-EN34 Number of grievances about Principles 7,89 53 Ministry of
environmental impacts, addressed Environment
and resolved through formal and Climate
grievance mechanisms Affairs

@




Spec_lflc Standard DMA and Indicators U_NG_C Page External
Disclosures Principle Assurance

CATEGORY: SOCIAL

Labour Practices and
Decent Work

G4-LAL

G4-LA2

G4-LA3

Labour/Management
Relations

G4-LA4

Occupational Health and
Safety

G4-LAG

G4-LA7

G4-LA8

Training and Education
G4-LA9

G4-LA10

G4-LAl1l

Total number of and rates of new
employee hires and employee
turnover by age group, gender and
region

Benefits provided to full-time
employees that are not provided
to temporary or part-time
employees, by significant locations
of operation

Return to work and retention rates
after parental leave, by gender

Minimum notice periods regarding
operational changes, including
whether these are specified in
collective agreements

Type of injury and rates of injury,
occupational diseases, lost days, and
absenteeism, and total number of
work-related fatalities

Workers with high incidence or
high risk of diseases related to their
occupation

HSE topics covered in formal
agreements with trade unions

Average hours of training per year
per employee by gender, and by
employee category

Programmes for skills management
and lifelong learning that support
the continued employability of
employees and assist them in
managing career endings

Percentage of employees receiving
regular performance and career
development reviews, by gender

and employee category
]

No specific COP
requirement

45 Ministry of
Manpower

Not available. -
PDO will

endeavour

to have this

number for

next reporting

cycle

46 -

63 -

49 -

47 -

47 Ministry of
Manpower

47 -




Spec_lflc Standard DMA and Indicators U_NG_C Page External
Disclosures Principle Assurance

Diversity and Equal

Opportunity

G4-LA12 Composition of governance bodies No specific ~ 5,7,45 -
and breakdown of employees per COP
employee category according to requirement

gender, age group, minority group
membership and other diversity

indicators

Equal Remuneration for

Women and Men

G4-LA13 Ratio of basic salary and Principle 6 46 Ministry of
remuneration of women to men Finance

by employee category

Supplier Assessment for
Labour Practices

G4-LA14 Percentage of new suppliers Principles 43 -
that were screened using labour 3,456
practices criteria

G4-LA15 Significant actual and potential Principles 14,17, 50 -
negative impacts for labour 34,56
practices in the supply chain and
actions taken

Labour Practices
Grievance Mechanisms

G4-LA16 Number of grievances about Principles 47 -
labour practices filed, addressed, 34,5,6
and resolved through formal
grievance mechanisms

HUMAN RIGHTS

G4-HR2 Total hours of employee training No specific ~ Not available. -
on human rights policies and COP Will endeavour
procedures concerning aspects of requirement  to include in
human rights that are relevant to future reporting
operations, including percentage of cycles

employees trained
Non-Discrimination

G4-HR3 Total number of incidents of Principle 6 47 -
discrimination and corrective

actions taken
@




Specific Standard DMA and Indicators U] \\[e]e Page External
Disclosures Principle Assurance

Freedom of Association
and Collective Bargaining

G4-HR4 Operations and suppliers Principles Not available.
identified in which the right to 34,56 Will endeavour
exercise freedom of association to include in
and collective bargaining may be future reporting
violated or at significant risk, and cycles
measures taken to support these
rights
Child Labour
G4-HR5 Operations and suppliers Principles 52 Royal Oman
identified as having significant risk 34,56 Police, Ministry
for incidents of child labour, and of Manpower
measures taken to contribute to
the effective abolition of child
labour
Forced or Compulsory
Labour
G4-HR6 Operations and suppliers identified Principles 52 Royal Oman
as having significant risk for 3,456 Police, Ministry
incidents of forced or compulsory of Manpower
labour, and measures to contribute
to the elimination of all forms of
forced or compulsory labour
Security Practices
G4-HR7 Percentage of security personnel Principles Not available. -
trained in the organisation’s human 34,56 Will endeavour
rights policies or procedures that to include in
are relevant to operations future reporting
cycles as Project
Prism (p. 50)
progresses
Indigenous Rights
G4-HR8 Total number of incidents of Principles 1-2 52 Royal Oman
violations involving rights of Police
indigenous peoples and actions
taken
Assessment
G4-HR9 Total number and percentage of Principles 1-2 52 -
operations that have been subject
to human rights reviews or impact
assessments
Supplier Human Rights
Assessment
G4-HR10 Percentage of new suppliers that Principles 1-2  Not available. -
were screened using human rights Will endeavour
criteria to include in

a

future reporting
cycles as Project
Prism (p. 50)
progresses




Spec_lflc Standard DMA and Indicators U_NG_C Page External
Disclosures Principle Assurance

Human Rights Grievance

Mechanisms

G4-HR12

SOCIETY
Local Communities

G4-SO1

G4-S02

Anti-Corruption

G4-SO4

G4-505

Public Policy

G4-506

Anti-Competitive
Behaviour

G4-SO7

Compliance

G4-SO8

Number of grievances about
human rights impacts filed,
addressed, and resolved through
formal grievance mechanisms

Percentage of operations with
implemented local community
engagement, impact assessments
and development programmes

Operations with significant actual
and potential negative impacts on
local communities

Communication and training
on anti-corruption policies and
procedures

Confirmed incidents of corruption
and actions taken

Total value of political contributions
by country and recipient/
beneficiary

Total number of legal actions for
anti-competitive behaviour, anti-
trust, and monopoly practices and
their outcomes

Monetary value of significant fines
and total number of non-monetary
sanctions for non-compliance with

laws and regulations
o

Principle 1-2

Principle 1

Principle 1

Principle 10

Principle 10

No specific
COP
requirement

Principle 10

Principle 10

Not applicable.
There were no
such instances

Not applicable.
There were no
such instances

Not applicable.
PDO does not
make political
donations

Not applicable.
PDO is not
engaged in anti-
competitive
behaviour,
anti-trust or
monopoly
practices

8

State Audit
Institution

State Audit
Institution




Specific Standard DMA and Indicators UNGC Page External
Disclosures Principle Assurance

Supplier Assessment for
Impacts on Society

G4-S09 Percentage of new suppliers that - 43
were screened using criteria for
impacts on society
Grievance Mechanisms for
Impacts on Society
G4-S011 Number of grievances about Principles 1-10  Not available -
impacts on society filed, addressed as the new
and resolved through formal grievance
grievance mechanisms mechanism
has just been
established. PDO
will endeavour
to have this
number for the
next reporting
cycle
PRODUCT
RESPONSIBILITY

Customer Health and

Safety
G4-PR3 Type of product and service No specific -
information required by the COP
organisation’s procedures for requirement
product and service information
and labelling
Marketing
Communications
G4-PR6 Sale of banned or disputed No specific ~ Not applicable.  PDO is subject
products COP PDO doesnot  to Omani law
requirement  sell banned
or disputed
products
G4-PR7 Total number of incidents of " Not applicable. -
non-compliance with regulations There were
and voluntary codes concerning no incidents
marketing communications of non-

a

compliance with
regulations and
voluntary codes
concerning
marketing
communications




Spec_lflc Standard DMA and Indicators U_NG_C Page External
Disclosures Principle Assurance

Customer Privacy

G4-PR8

Compliance

G4-PR9

CATEGORY: ECONOMIC
Reserves

0G1

Energy
OG3

Ecosystem Services

Including Biodiversity

OG4

Effluents and Waste

0G5

OG6

Indigenous Rights
0G9

Total number of substantiated
complaints regarding breaches of
customer privacy and losses of
customer data

Monetary value of significant fines
for non-compliance with laws

and regulations concerning the
provision and use of products and
services

Volume and type of estimated
proved reserves and production

Total amount of renewable energy
generated by source

Number and percentage of
significant operating sites in which
biodiversity risk has been assessed
and monitored

Volume and disposal of formation
or produced water

Volume of flared and vented
hydrocarbon

Operations where indigenous
communities are present or
affected by activities and where
specific engagement strategies are

in place
@

Principles 7,8,9

Principles 7,8,9

Principles 7, 8,9

Principles 7, 8,9

Principle 1

Not applicable.  PDO is subject

There were no  to Omani law

substantiated

complaints

regarding

breaches of

customer

privacy and

losses of

customer data

7 PDO is subject
to Omani law

21 Ministry of Oil

and Gas
56 -
52 PDO fully

co-operates
with the Ministry
of Environment

and Climate
Affairs
57 [SO14001:2004
55, 63 1SO14001:2004
58 Royal Oman
Police




Spec_lflc Standard DMA and Indicators U_N(_SC Page External
Disclosures Principle Assurance

Local Communities
0OG10

Involuntary Resettlement
0OG12

Asset Integrity and
Process Safety

OG13

PRODUCT
RESPONSIBILITY

Fossil Fuel Substitutes
OG14

Level of concern to stakeholders

Medium

Low

Number and description of
significant disputes with local
communities and indigenous
peoples

Operations where involuntary
resettlement took place, the
number of households resettled
in each and how their livelihoods
were affected in the process

Number of process safety events,
by business activity

Volume of biofuels produced and
purchased meeting sustainability
criteria

Infrastructure development

Supply chain

Media

Low

Current potential impact on our business

Visual representation of prioritisation of aspects (G4-18)

a

58 Royal Oman
Police

53 Royal Oman
Police

29,64 -

Not applicable. ISO14001-
PDO does 2004
not produce

biofuels for use

in its operations

or for third

parties

HSE impact

Economic performance
Sustainable business model
Operational performance
Corporate governance
Community commitment
Customer satisfaction
Business ethics

In-Country Value

Employee satisfaction
Supply chain management

Diversity and Inclusion
Rand D




Awards and
Certifications in 2016

BEST PRACTICE AWARD

WINNER




e <Ll jdlga
< ADIPEC AWARDS

EXCELLENCE IN ENERGY 2016

Award Organiser Award Title/Winner

Shell Upstream International Impact e BLADE initiative in WRFM optimisation
Awards * National Objectives 6G welding
* Alkali-surfactant polymer pilot implementation

Al Mar'a Excellence Awards = Four women from PDO were recognised for their achievements

Oman Contractors Forum & = Greenest Project of the Year: Ras Al Hamra development project
Awards 2016

ADIPEC e Local Community Contractors and Super Local Community Contractors

= Early monetisation of new discoveries through early development facilities

Bonds, Loans & Sukuk Middle East e Trade & Export Finance Deal of the Year for successfully raising a US$4 billion
Awards loan

Oil & Gas and Refining & = Miraah solar energy project

Petrochemicals Middle East Awards

Oil & Gas and Refining & * PDO’s National Objectives programme

Petrochemicals Middle East Awards

OPAL Best Practice Awards = Best Practice Award for Technical and Operational Excellence for the "frac &
mill" concept

= Best Practice for Human Capital Development Practices for the National
Obijectives programme

The Institute of Chartered = Qutstanding Contribution to the Profession by an Individual Award:
Accountants in England and Wales Finance Director Haifa Al Khaifi

(ICAEW) Middle East Annual

Honours

CFl: Capital Finance International = Qutstanding Contribution to Management Excellence in the Middle East
Awards

a
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