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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%). On | January 1980, PDO was registered by Royal Decree as a
limited liability company in the Sultanate.

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 year, the report also contains a chapter on the Company's
environmental and safety performance, charting its endeavour to
operate safely, responsibly and efficiently to deliver lasting economic
benefits to the whole of Oman, while at the same time mitigating the
societal and environmental impact of its operations in a challenging
economic climate.

The report is testimony to our commitment to transparency and honesty in
our business dealings.VWe will be using it as our Communication On Progress
to the United Nations Global Compact, which we formally joined in January
last year. r 5
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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 nationéll,regional

or international bodies, and the organisation as a whole is annually audited by

the State Audit Institution which is financially and  administratively
‘independent of us. g : Iy r X
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In the name of Allah, the Compassionate, the Merciful

[t is an honour to declare to Your Majesty the steadfast and
unwavering support and commitment of all those who work in the
Omani oil and gas sector who strive to generate the wealth
needed for the continuing transformation of this proud nation
under your inspirational leadership.

The devotion of so many was evident not only during the joyous
celebrations for the 45th National Day but also throughout what
was an extremely challenging year dominated by the continuing fall
in oil prices.

This worsening environment has impelled all operators, not least
PDO, to continue to adapt their strategy and day-to-day working
patterns to continue to economise while still delivering value for
the Sultanate. The Company has been resolute in its goal of
“staying the course’ and eschewing sudden or dramatic changes of
direction. Through a closer collaboration with contractors, a
company-wide “Every Rial Counts” campaign and the continuing
roll-out of the Lean continuous business improvement
programme, PDO has gone to great lengths to identify savings,
strip out waste and streamline operations, so that it emerges
stronger when the current downturn subsides.

Foreword

Despite this retrenchment, the Company was still
able to deliver record oil, gas and condensate
production, achieve an  enhanced safety
performance, add significant reserves and
contingent resources, continue to invest in strategic
projects, such as the landmark Miraah solar energy
scheme, and generate thousands more
employment and training opportunities for Omani
jobseekers.

Indeed, PDO’s evolving In-Country Value strategy
to retain more of the industry’s wealth in Oman by
developing robust local supply chains and
improving the capacity and capability of Omanis
and domestic businesses could not be more
relevant in the current circumstances.

Sustaining this progress is likely to be difficult in the
coming months in the light of developments in the
global oil market, but | remain confident that all
those who work at PDO and other operators in
the Sultanate will show the resilience, ingenuity and
commitment needed to weather the storm.

| pledge to Your Majesty that | will continue to do
all that | can to support Oman’s oil and gas industry
through these difficult times, and ensure that the
sector remains the driving force for our nation's
modernisation and development.

May Allah protect Your Majesty so that the country
may continue to thrive in peace and prosperity
under your wise guidance and noble leadership.

.

Mohammed bin Hamad bin Saif Al Rumhy

Minister of Oil and Gas and
Chairman of the Board of Directors
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Who We Are

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 which is owned by the
Government of Oman (which has a 60% interest), the Shell
Group (34%), Total (4%) and Partex (2%), and operates on a
no-profit, no-loss basis and is officially revenue-neutral.

The Company adopted its name in 1951, first struck oil inYibal
in 1962 and has been exporting oil produced in its 90,874 km?
concession area known as Block 6 since 1967.
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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
stakeholders. We are the custodians of the major source
of national income and one of the largest private sector
employers in Oman.VWe manage a large and diverse portfolio
of oilfields in terms of field sizes, reservoir and oil 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 and reservoir management,
the deployment of the latest innovative technology, and a
comprehensive gamut of recovery mechanisms including:

* 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 it
currently uses 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.

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, this includes the provision of oil 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.

At the time of publication, PDO had more than 8,880 staff and

over 40,000 contracting employees, made up of more than 60

nationalities.
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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.

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

To underline our position as champion of workplace diversity
and equality of opportunity, in 2015 the |5-strong Managing
Director's Committee comprised five women directors - a
beacon for both the industry and region.

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
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).

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.

reputation of our Company.

Following the core values and SGBP the Code of Conduct
(COQ) instructs and advises on how to avoid situations that
may damage the employee or PDQO. 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. The Code
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.

e
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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.

Anti-Bribery and Corruption

In 2011, PDO embarked on a comprehensive anti-
bribery and corruption (ABC) plan aimed at creating

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

* Harassment

* Substance Abuse

—

, Commitment to Fight Corrupt Practices
| * Anti-Bribery & Corruption
* Conflict of Interest
* Gifts & Hospitality
* Money Laundering

¢ Intellectual Property

* Data Privacy & Protection

CE——
E . Records Management
S

Protection of Corporate Assets

Commitment to Prudent Communication
* Business Communication & the Email Code
* Personal Use of IT & Communications

* 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 .

Managing Director /T4 Petroleum Development Oman

Link to PDO-COC: http://sww.pdo.shell.om/sites/fd/FLG/default.aspx

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

i) People and Safety

ii) Fighting Corrupt Practices

iii) 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.

PDO remains steadfastly committed to further strengthening its
already rigorous internal controls and continuing membership
of the United Nations Global Compact — an initiative to
encourage businesses worldwide to adopt sustainable and
socially responsible policies.

”

Commitment to Safeguard Information and Assets
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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.

Last year, internal investigations remained the primary
responsibility of the Ethics and Behaviours team which
continued to be accountable and responsible for
the successful delivery and reporting of investigative
outcomes and action items internally and to the
State Financial Administrative Audit Institution when
required by the law.

The mandatory due diligence programme for
contractors implemented in 2014 to identify and
monitor perceived conflicts or non-compliance by
registered and potential future contractors who
had applied for vendor registration renewals and
participation in tenders has been successful in
identifying potential risks this past year

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
2015 resulted in a 0.5 percent non-compliance rate
out of a total of 8,730 active staff that were required
to complete Conflict of Interest declarations.

In 2015, face-to-face ABC presentations were provided
to 373 inductees and graduates as part of the on-boarding
and induction programme.

During 2013, the Company also embarked on an enhanced
external awareness programme which included formal
awareness sessions presented to its main contractors. During
these sessions, PDO emphasised its commitment to the fight
against bribery and corruption. The contractor awareness
programme included small and medium sized contractors and
continued during 2015.

In addition, face-to-face interviews with 23 contractors by an
external consultant and anonymous surveys to over 2,000
vendors that were implemented in 2014 for transparent
disclosures of concerns by vendors were continued. The
results of the anonymous survey will be received and analysed
in the first quarter of 201 6.

Arisk assessment of the Social Investment programme was also
conducted in 2015 to assist the External Affairs Directorate to
identify and prioritise business ethics risks that could arise from
the social investment activities. The risks identified provided
guidance on developing robust and effective best practice
solutions that are user-friendly and sustainable in order to
address, eliminate and/or mitigate the identified risks.



Managing Director's Foreword

| am honoured to present to Your Majesty Petroleum
Development Oman'’s Annual Sustainability Report for 2015,
which covers our performance and activities in a tough and
challenging year.

This report bears witness to the efforts the Company made
last year to operate safely, responsibly, fairly and efficiently to
deliver lasting economic benefits to the whole of Oman while
mitigating our impact on the environment and wider society.

With the sharp fall in global oil prices dominating our thoughts
and deeds, | am pleased to be able to report that PDO still
managed to meet, and in many cases surpass, expectations
right across the business.

As the nation’s largest oil and gas producer, our staff are fully
aware of the vital role they play in generating the resources
and revenue needed to power Oman and their commitment
to the cause despite the worsening economic situation was
truly impressive.

Their joyous Company-wide

celebrations for the 45th National
Day, when many thousands of
staff and contractors joined forces
to express their love, respect
and admiration for Your Majesty
were further testament of their
determination to rally to the cause
and redouble their efforts to
support the nation in these difficult
times.

Our people were also greatly
motivated by the fact-finding visits
made by the Council of Ministers
and ministerial undersecretaries.
They greatly appreciated their
steadfast support and interest in
the efforts they are making to add
momentum and diversification to
the national economy and deliver
beyond oil and gas production.

Ensuring our business is sustainable,
is a long-term goal of PDO but the
current low oil price environment
also underscores the critical importance of

sustainability in the present. As with other operators, both
nationally and internationally, PDO has been severely tested
by the recessionary pressures triggered by surplus global
production and deepening concerns about economic growth.

Throughout 2015, we have endeavoured to operate more
efficiently and strip out waste without impacting on our
overarching priority of safety or undermining our drive for
value creation to support and sustain national progress and
prosperity.

Crude Oil (petroleum) Monthly Price - Rial Omani per Barrel

Feb 2015 - Feb 2016:- 9.182 (-43.47%)
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Source: http://www.indexmundi.com
We are relentlessly pursuing ever stricter cost control and
have identified a number of significant opportunities to
execute work more efficiently and reduce waste. Indeed, the
current environment is enabling us to challenge the status
quo and seize the opportunity to create a more effective,
productive and leaner business model. From discretionary
expenditure to redeployment of hoists and other resources,
we need to ‘serve Oman’ by ensuring we are all working to

remove inefficiency and waste.
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We are working collaboratively with our contractors, not
mandating them, to identify mutually beneficial efficiencies.
Last year, we undertook |7 Contract Optimisation Reviews
with more to come.

Securing the buy-in of our staff and contractors to operate
more efficiently, perhaps changing long-standing but inefficient
work patterns, has been crucial. Our dynamic Lean continuous
improvement programme has been critical to this, mandating
us to eradicate duplication, streamline operations and banish
wasteful work processes.

The efficiency drive has been all-encompassing and the launch
of our ‘Every Rial Counts’ campaign, a wide-ranging initiative
focused on savings and efficiencies across the Company — right
down to the amount of printing we do — is another sign of
this. This campaign is steadily building momentum, emphasising
the point that everybody has a responsibility to treat PDO’s
money as if it were their own.

It is important to stress that none of this effort has been at the
expense of our wider commitments beyond our core business
of the exploration and production of oil and gas. Job creation
remains a core priority as indeed is sustaining community
support, while, the new measures to cut waste make good
social, environmental and financial sense.

Throughout 2015, everybody at PDO was determined to stay
the course in sustainably creating value for all our stakeholders
while pursuing vigorous targeted cost control measures, and
this will continue to be the approach in 2016 as we strive to
deliver more for less to combat the impact of the oil price
decline. The market remains in a state of flux, and ongoing
supply and demand issues could still mean we may have to
reappraise our plans, but the bulk of our programme is robust
at low price realisations.

We have pursued early monetisation of projects wherever
economically viable, continued to make strategic investments
which will serve the Sultanate well into the future and
endeavoured to eradicate wasteful activities to help Your
Government in its efforts to tackle the fiscal deficit.

With the added pressures and demands, | am pleased
to report that PDO established a new total oil, gas and
condensate production record of .29 million barrels of oil
equivalent per day (boepd).This total included an average oil
daily production of 588,937 barrels per day (bpd), the highest
since 2005 and almost 14,000 bpd above the planned target.
We now intend to accelerate to a sustainable new long-term
oil production plateau of 600,000 bpd before 2019 to boost
revenue generation.

At the same time, we intensified our effort to meet growing
national gas demand, and non-associated gas production was
83 million m?*/day, one million above the planned target. On
the downside, condensate production was 82,894 bpd, lower
than target due to lower than anticipated condensate gas
ratios compounded by asset integrity challenges.

Q”

This strong outcome is the result of a redoubled short-term
production focus across all disciplines in response to the
current environment, with continued strong well, reservoir
and facility management, new oil delivery, in-year monetisation
of successful 2015 exploration wells, and the optimised
execution of shutdowns.

There has been a relentless assessment of all expenditure
through  extensive  collaborative  engagements  with
contractors, contract optimisation reviews and a ramping up
of our Lean programme. It is important to stress that we now
have a number of great opportunities to execute work more
efficiently and reduce waste.

Indeed, the current environment is helping us, enabling us to
challenge the status quo.To boost near term cash-flow, we have
reduced 2016 expenditure by US$ 1.6 billion and we'll need
to continue to identify further cost reduction opportunities in
light of the country’s fiscal deficit and borrowing requirements.

Importantly, we have been able to maintain our growth
plans. We will continue to actively pursue and accelerate
projects which can generate increased revenues, with early
monetisation of discoveries and opportunities, top quartile
recovery, meeting government gas requirements, delivering
projects on promise, ensuring stakeholder expectations are
fulfilled and ensuring that our overarching focus on personal
and process safety is not compromised by any cost control
plans.

In this latter respect, we firmly believe that simplicity is the
key enabler for a robust safety regime and that is why we
are making our safety rules, training and practices easier for
contractors and staff to understand and comply with. This
rationalised, behaviour-based approach to HSE is being allied
to an improved focus on learning from incidents and better
compliance with our stringent safety rules.

| am pleased to report that PDO’s Lost Time Injury Frequency
improved from 0.32 per million manhours in 2014 to 0.28
in 2015. However, there is still much work to do if we are to
accomplish Goal Zero —no harm to people, environment and
assets. Sadly, there were still two work-related fatalities last
year and 51 Lost Time Injuries.

This was especially noticeable across our well engineering
fleet, where contractor staff turnover and limited experience
undermined many committed efforts to drive improved
compliance and intervention.

Against this, the 54% fall inTier-| Asset Integrity-Process Safety
(Al-PS) incidents is strong proof of what can be achieved
with senior leadership buy-in, improved training, heightened
awareness, and a rigorous emphasis on monitoring, compliance
and reporting.

To further embed the safety culture in PDO, we will place
more emphasis on leadership compliance, intervention and
respect, with a greater focus on competence supported by
improved reporting and simpler, more pervasive training,




which has already received glowing feedback from those
participating in recently developed visual and more engaging
courses. It is also crucial that we continue to learn more from
incidents and the launch of a simplified, more efficient HSE
incident investigation process and an online Al-PS incident
reporting tool will reduce bureaucracy and improve the depth
and breadth of investigations.

In these challenging times, it is more important than ever
to work closely with contractors, not only to drive greater
efficiency and productivity but also to create a better work
environment across our operations and beyond. We cannot
expect people to give their best for PDO and their companies
without demonstrating an equivalent commitment to them.
That is why, after a successful pilot, we are now rolling out
Project Prism, an industry-first investigation into the welfare
of more than 30,000 employees in our contractor community.

This three-year benchmarking programme is aimed at
identifying and sharing best practice and raising industry
standards, with personnel being interviewed confidentially
about a wide range of topics, including safety, pay, training,
medical care, food, accommodation and human resources
provision in the field. This project is operationally, commercially,
but above all, morally, the right thing to do and totally in
keeping with PDO’s reputation as a fair and ethical operator
and its membership of the United Nations Global Compact,
the largest voluntary corporate social responsibility initiative
in the world.

The Managing Director’'s Committee

Despite the recessionary pressures, it has been more important
than ever to pursue our In-Country Value (ICV) programme
to build a sustainable Omani industrial/private sector base able
to compete on the international stage and retain more of the
industry’s wealth in the Sultanate.

All operators need to become smarter at recognising and
rewarding those companies that create Omani supply chains
and deliver ICV plans and promises submitted in commercial
contract tenders. The incubation of new strategic and high-
value local supply chains can take years to mature, but remains
an essential building block in any upgrading and diversification
programme in our industry. However, it is not ICV at any cost.
ICV needs to be assessed on a case-by-case basis and our
focus and intent will be to award contracts to the firms that
have offered the highest ICV over the contract period in their
tender plans at a competitive and/or acceptable cost.

Our suppliers and contractors must look at how they can
attract and retain Omani talent and, in order to do so, they
have to offer an attractive employee value proposition. There
is still a significant opportunity for us to train more vocational
skills, but equally employers have to look at how they can
invest in technologies, goods and services that will attract the
country's youth.

In 2015, we improved the measurement and monitoring of ICV
and made it easier for Omani small and medium enterprises to
do business with us through workshops, training and enhanced

online vendor contracting and procurement processes.




At the same time, and working closely with our contractors,
PDO was able to create 7,200 employment, training and re-
deployment opportunities for Omani jobseekers, meaning
that more than 20,000 have been generated since the launch
of Your Majesty’s National Objectives programme in 201 1.

PDO awarded contracts worth more than US$3.7 billion
to nationally registered firms, as well as provided further
financial, technical, operational and administrative support
to our Super Local Community Contractors (SLCCs) and
Local Community Contractors (LCCs). Work worth US$235
million was carried out by these companies last year and more
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than 4,000 Omanis are currently working for them in different
disciplines as they steadily build up their capability to compete
not only nationally but also internationally.

Sustaining the performance of PDO and the wealth of the
nation are key for the future and so our strong record on
adding reserves and project delivery last year should hopefully
stand us in good stead. The overall hydrocarbon maturation
performance was good, with both estimated reserves and
commercial contingent resource (CCR) additions well above
target. The most significant oil discovery was Sadad North
(44.5 million barrels of CCRs), which opens up a new play
below a mature one, close to a production facility. Moreover,
there was a 2% increase in Stock Qil Initially In Place (STOIIP)
to 67.8 billion barrels and a 4% increase in Gas Initially In
Place (GIIP) to 78.2 trillion cubic feet (Tcf) thanks to sterling
exploration work and reservoir management.

In addition to targeting low unit technical cost (UTC) projects
on both oil and gas, our Exploration Directorate is driving for
early monetisation in as many projects as possible, working
increasingly closely with the clusters. That collaboration
enabled the directorate to contribute approximately 2,500
barrels of oil per day last year, with the revenue from that
production offsetting approximately half of the funds that the
directorate spent on drilling and testing opportunities.

Overall, the oil exploration programme delivered commercial
projects with more than 00 million barrels of additional
volume for development. On gas, the Exploration team is
working to accelerate the on-stream date of discoveries by
executing early concept engineering, pre-ordering long-lead
items and deepening the understanding of key geological plays,
such as Amin, that helps to place wells in optimal locations.
Exploration will continue to plan for the rapid hook-up of
wells that are drilled and the delivery of low UTC projects that
contribute to PDO’s profitability in these challenging times.

One of the key enablers for Exploration’s success has been
3D wide-azimuth seismic data sets, with some of the most
recent among the highest quality in the world. In the past, it has
taken up to |8 months to deliver such products to our seismic
interpreters but we are currently working on accelerating this
so they can have the best data to use in their projects as soon
as possible, improving our ability to deliver the best projects
quickly.

Meanwhile, the Central Project Delivery team achieved the
majority of PDO’s corporate project delivery milestones on
or ahead of plan, and all were delivered within the year. The
landmark announcement of the giant Miraah solar energy
project at Amal garnered headlines around the world and
placed Oman firmly in the global spotlight as pioneers in
the reduction of gas consumption in thermal enhanced oil
recovery specifically and energy management more generally.
As well as helping to divert this valuable gas to other
industrial, commercial and residential uses, Miraah has the
potential to generate significant value for Oman, creating new
opportunities in supply chain development, manufacturing
capability, and employment and training. Plans to localise the



supply chain are currently under development, including the
establishment of a local manufacturing factory in Oman.

This further high-profile commitment to energy efficiency and
conservation further bolsters PDO's standing as an operator
dedicated to environmental stewardship, a reputation already
underpinned by ventures such as the Nimr reed beds project
which is currently processing approximately 760,000 barrels
of produced water a day at the fraction of cost and energy
intensity of conventional deep water disposal. In total, by the
end of 2015, it had treated approximately 980 million barrels
of produced water and recovered around 500,000 barrels of
oil since operations began in October 2010.

PDO is a large enterprise and there is ample scope to reduce
the amount of waste we generate. The launch of “Reduce,
Reuse, Recycle" drive as part of a new Bea'tona (Our
Environment) campaign targeting staff, contractors and the
wider Omani public will hopefully lead to a step change both
in and out of the organisation.

We are all dedicated to greater sustainability in the way we
work,extending from the amount of energy,water and materials
we use to produce oil and gas right down to the number of
paper cups we discard. We hope the example we are setting
will encourage other organisations and companies in Oman
to adopt similar measures, as we all have a responsibility to
preserve and protect the environment. Together, we can all
make a difference.

We are constantly striving to protect Oman'’s environment
and prevent pollution, and I'm pleased to report that last year
the Company made substantive progress in its environmental
performance on a range of important challenges including oil
spills, greenhouse gas emissions, flaring and waste management.

PDO remains committed to ensuring that all our operations
and activities are performed in an environmentally sustainable
manner and in accordance with Omani law. VWe endeavour
to not only comply with regulations, both national and
international, but also exceed them and set even higher
standards wherever we can.

One of our major challenges is to deliver growth, competitive
performance, operational and project delivery excellence, while
effectively managing the social, economic and environmental
impacts associated with oil and gas production. Compiling this
report has helped us to focus on how we do that, as effectively
and transparently monitoring our health, safety environment
(HSE) performance and continuous improvement is essential
for PDO'’s sustainable growth.

Crucial to that growth is the development of our mega
integrated oil and gas projects where we aim to invest more
than US$10 billion over the next 5-10 years to sustain the
Company's long-term hydrocarbon output.

Work on the power plant, foundations and wells at the Rabab
Harweel (RHIP) is well advanced, and as many as 12 LCCs
have successfully worked in preparing the large site. The

integration of the Harweel oil and Rabab gas components is
slated for completion in 2019.Yibal Khuff, one of the largest
and technically most complex ventures to be implemented
by PDO, is moving smoothly to the “Execute” phase. The
advantages of using a single contractor (Petrofac) for both
these projects are now being seen as the lessons learned from
RHIP engineering are brought swiftly to bear at Yibal Khuff.

Throughout 2015, we also worked hard to retain our
reputation as a good corporate citizen and this report contains
a number of highlights demonstrating the proud contribution
of our people to the wider community.

In line with retaining our social licence and our membership of
the UN Global Compact, PDO stayed true to its aspirations
to be a good corporate citizen, pledging financial support to a
range of community and educational initiatives. These included
school building and further training and marketing support for
the Banat Oman social enterprise which has now trained more
than 300 women from low-income backgrounds in a variety
of handicrafts, giving them the opportunity to make a better
living. The initiative is gaining further traction with a number
of commercial contracts already signed, including with Muscat
Duty Free and the Lulu Hypermarket chain. | was especially
heartened by the launch of the Baader project which allows
our staff to volunteer their expertise and time to eight non-
governmental organisations and charities for free.

As ever, our people remain our most important asset and
the development of their skills and knowledge is paramount.
Last year, PDO ran more than 440 technical and non-technical
learning, HSE and process safety events, with 326,000
manhours devoted to developing staff through various
learning courses and sessions. Our Graduate Development
Programme has been rolled out across all technical and non-
technical functions and the new Wells Learning Centre is now
up and running, delivering quality learning experiences across
the board from experienced professionals to visitors.

We now have a record number of Omanis on staff with a
cadre of high-performing professionals ready and able to step
into the roles of expatriates, and there is no reason why we
should not reach an Omanisation rate of 90% by 2019-20.
Their participation in the mission of maximising value and
minimising waste so far has been truly impressive and | remain
confident this contribution will enable PDO to emerge as a
stronger and more efficient company when the upturn comes.

Raoul Restucci
Managing Director

March 2016
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ation 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 -
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 Study 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 year saw a major shift in the Exploration Directorate's
strategy from delivering volume to realising value for
stakeholders, with an evercloser working relationship
with PDO assets on both planning and execution. This was
underlined with the delivery of 2,500 bpd year average oil
production from exploration wells, peaking at over 5000
bpd by the year's end. The directorate booked nearly 109
million barrels of oil and 0.38 trillion cubic feet (Tcf) of gas as
commercial contingent resources (CCRs) and acquired more
than 8,650 km? of new generation 3D Wide Azimuth (WAZ)
seismic data from Block 6. In total, 27 exploration wells were
delivered.

A major contributor to the transformation was the move to
a play or theme-based way of working, targeting elements of
the portfolio with the most potential to contribute to early
development and production. In synergy with the development
teams, these opportunities were matured and delivered.

The most significant oil discovery was Sadad North (44.5
million barrels of commercial contingent reserves). Delivery

Members of the Exploration seismic crew

of the first oil (through a tie-in to the Sadad field production
station) came within six months from the spud of the first
exploration well, as a result of early and close collaboration
with the Bahja Rima cluster. The discovery opens-up a new
play below a mature one and close to a production facility.

During 2015, Exploration continued to target growth in new
plays through the execution of the exploration and appraisal
campaign in the Shammar Play in North Oman within the
Lekhwair and Ufuqg fields. The campaign targets shallow,
high-permeability reservoirs first seen in the Upper Shuaiba
development wells. The first Shammar wells drilled showed
initial rates up to 1,000 bpd of dry oil. To support dynamic
data gathering and maximise early monetisation opportunities,
Shammar exploration wells that show potential to deliver
sustainably are being hooked up to facilities and contribute to
production. The project is expected to support the Lekhwair
asset in the Lekhwair Production Station expansion decision
and to be a key contributor towards PDO’s aspiration of
delivering 600,000 bpd over the coming years.







Unconventional oil exploration and appraisal continued in
2015.The results from a majority of appraisal wells indicated
that this opportunity is not currently as commercially attractive
as many others in the PDO portfolio. Considering the results,
and taking into account the new oil price environment, a
decision was taken to pause the project.

For gas maturation, the focus continues in mature basins with
emphasis on rejuvenating and diversifying the portfolio. The
newly acquired and processed 3D WAz seismic data has
been a key enabler towards delivering an updated portfolio
in both the Ghaba and Fahud Basins. This strategy is also being
implemented in the south of Oman Salt Basin near the Tayseer
discovery where a new seismic survey is being acquired.

The standout gas project for 2015 was the Mabrouk Southwest
discovery (0.38 Tcf commercial contingent reserves). The
field was discovered as a satellite to the Mabrouk field in the
Barik and Migrat reservoirs. The Mabrouk Deep project is
undergoing its development maturation phase. The discovered
volumes will feed into the Mabrouk phase 3 development
in 2018. More opportunities are being matured in the area
following a strategy that focuses on maximising the production
capacity close to the Saih Rawl central processing plant (CPP).
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Seismic Success

The Exploration Directorate operated two seismic crews
in 2015 with data being acquired over vast areas. Several
mega 3D WAZ seismic data sets were delivered, including
coverage of the challenging Haima North Blocks A&B and
the Marmul RTQ areas. A major 2015 milestone was the
upgrade in the data acquisition approach from using 30,000
channels to 60,000. This challenging transformation resutted
in major savings in time and cost of data acquisition without
compromising the data quality. This continuous improvement
in efficiency resulted in the delivery of one of the biggest and
highest quality Pre-Stack Depth Migrated (PSDM) seismic
volumes over the Yibal and Al Huwaisah area which is being
used to transform the deep gas portfolio in the area. Despite
the added exposure, strict health, safety and environment
(HSE) standards were maintained. This was mirrored by the
Geomatics team which completed 34 years with no Lost Time
Injuries (LTls).
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|'i'|ydrocarbon 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.
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With the Company fully focused on value creation, PDO
established a new total oil, gas and condensate production
record for 2015 of 1.29 million barrels of oil equivalent per
day (boepd). The average daily oil production was 588,937
barrels per day (bpd), nearly 14,000 bpd above plan and
represented PDO’s highest oil production since 2005.

This strong outcome was the result of an intensified short
term production focus across all disciplines in response to
today's low oil price environment. Production of existing
assets was strong due to excellent well, reservoir and
facility management, enabled by rigorous exception-based
surveillance. New oil delivery was robust and particularly
benefitted from in-year monetisation of successful 2015
exploration wells. The optimisation and early completion of

the major Harweel, Lekhwair and Rima shutdowns further
added to the overall volume.

As PDO intensified its effort to meet growing national gas
demand, non-associated gas production was 83 million m?*
day, one million above the planned target, evidence that the
significant asset reliability improvements achieved for key
process components over 2015 are bearing fruit.

On the downside, condensate production was 82,894 bpd,
lower than target due to lower than anticipated condensate
gas ratios compounded by asset integrity challenges. Significant
asset reliability improvements were achieved for key process

components over 2015 and will continue in the future.
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PDO now intends to accelerate to a sustainable new long-
term oil production plateau of 600,000 bpd before 2019 to
support revenue generation.

Well Engineering Supports Production Effort

As PDO sought new sources of oil that will enable it to achieve
its production targets and generate revenue, the Company’s
drilling workload continued to intensify but greater efficiencies
were also realised. The Well Engineering Directorate drilled
574 oil and gas exploration and production wells — a 5%
increase on 2014 — including the fastest well in PDO history
(1,289m in 3.25 days) after a collaborative Lean-driven effort
at Amal resulting in savings of almost a quarter of the planned
cost.

During 2015, the Well Engineering and Logistics Directorate

realised savings in well delivery to the tune of US$26 million
against the approved budget through greater efficiency, with
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Lean becoming a key enabler to delivering more value,
well design optimisation, improved resource utilisation and
innovative contracting strategies.

The directorate managed to cut the time it takes to drill
|0 metres for oil development wells from 2.2 to 2.0 hours,
drilling a total of 1,267 km (179 km more than 2014) while
reducing the cost per metre by 3%. Overall, this efficiency
effort contributed to achieving 6% extra oil than planned
from new wells while being 5% under the planned budget.
Optimisation and restoration through world-class well and

reservoir management led to an increase in production of
92,600 barrels per day, with a fall in non-productive time of
16.29% to |1.6% in the North from 2014 to 2015 and the cost
per job dropping by |5%.

The directorate conducted 13,199 completion and well
intervention (CWI) activities, carried out 502 rig moves, and
performed 4,057 well pulling hoist activities while running |57
operating units — 50 rigs, 34 hoists and 73 CWI units.

PDO also commissioned its first two Company-owned hoists
in more than 20 years in a new In-CountryValue (ICV) initiative
to build Omani well engineering and drilling skills. During 2016
and 2017, seven further Company-owned hoists and rigs will
be deployed as part of an in-sourcing project.

The US$160 million capital investment will help to establish
a training programme to develop PDO well engineers in
operational roles with a focus on building practical hands-
on capability and experience. It should also set transparent
benchmarks on operating cost and performance and enable
faster implementation and testing of new technology.
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Well Engineering: A Case Study in Efficiency

Cost Optimisation Reviews (CORs) with the Company's
contracting partners helped realise significant cost savings on
both services and materials contracts.

Every vyear, the Well Engineering and Logistics Directorate
spends US$350 million on a wide variety of materials. Since
2014, the directorate has been able to save US$18 million
through the refurbishment of materials for re-use and
eliminating waste. Through the implementation of smart
contracts, where the prices of materials are re-negotiated
every six months and the roll-out of the Materials Inventory
Management System, it was possible to improve the availability
of materials while at the same time considerably reducing the
inventory and dormant stocks. So far, US$27 million of savings
have been realised and another US$53 million potential
savings are earmarked for 2016.

Lean has been a key enabler to overcome current challenges
through delivering more value to internal and external
customers and to the country,and driving Lean maturity is one
of the Well Engineering and Logistics Directorate's strategic
goals. Over the past two years, the directorate has made
good progress on all its Lean value stream focus areas, such
as goal deployment, culture, capability building, and continuous
improvement delivery, as well as replication and sustainability.

The application of Lean is being considered at all levels, with
even PDO’s own newly commissioned hoist being adapted

by an in-house team to improve ease of operation and
productivity.

In a drive to enhance the effectiveness of its personnel, one
of the directorate’s other strategic goals, major progress was
also made in automating repetitive workflows, thus freeing up
engineers for value-adding activities.

Well Engineering Highlights

* 40 million manhours worked

* ||| million km driven/year

* 502 rig moves covering 14,058 km

* 603 wells (including water wells)

¢ | 15,000 metric tons of steel utilised

* 4,057 activities

* 13,199 completion and well intervention (CWI) activities
* |,756 cement jobs (excluding thermal)

* |57 operating units (50 rigs, 34 hoists & 73 CWI units)
* |64 contracts
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$p'er'ations 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 through pipelines allows the Company to meet its production targets and reduce the cost of its

operations.

The Mina Al Fahal terminal team with directors

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.

In 2015, an intensive drive was launched to improve Asset
Integrity-Process Safety (Al-PS) performance. A range of
initiatives, including enhanced training, were implemented
to reduce the number of process safety incidents and these
delivered a step change in results, cutting the number of Tier- |
Al-PS incidents by 54% (10 in 2015 compared to 22 in 2014).

These initiatives included:

« A Technical Director's Group AI-PS investigation to
review each asset's “Letter of Assurance” and identify
areas of improvement

. “Fish bowl" sessions delivered by senior management,
including members of the Managing Director's Committee,
at Interior locations to improve and disseminate learning
from process safety incidents

« The launch of an AI-PS digital databook to capture
knowledge and learnings from process safety incidents

. Al-PS online training for engineers who are responsible
for the safe design and construction of PDO assets

. More than 70 AI-PS engagement and training sessions

covering more than 3,000 staff and thousands more
contractors, held on the Company's second Process
Safety Day

« |1 AI-PS awareness sessions were delivered at Interior
locations covering 366 contractor and 170 PDO staff,
with 28 *chronic unease” sessions delivered at the Coast
covering almost 500 staff

«  Replacement of corroded on-plot and off-plot pipelines.

The effort will continue in 2016 by driving a step change
in the capability of Operations staff with enhanced training
and coaching, higher compliance and sharing lessons from
incidents. A total of 197 trainees and graduates were recruited
in 2015, with around 1,450 Omanis going through the
Graduate Development Programme (GDP) and Technician
Omanisation Programme (TOP) on courses which ensure the
continued competence of staff to run and maintain future and
current facilities.

In addition to this, the TOP has been rationalised to ensure
technicians and operators all acquire the necessary Al-PS
inductions, competencies and certifications at the early stage
of their career, something mirrored in other graduate training

programmes.
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An initiative to licence all operators and technicians in critical
positions has further enhanced the assurance of competent
staff to operate and maintain facilities. This system ensures that
relevant personnel are not just technically competent but also

acquire specific AI-PSM competencies to become ‘licensed’

operators/technicians.

Operational Reliability

Considerable progress was also made in containing
unscheduled deferment, reducing maintenance costs and
cutting exposure to HSE and Process Safety incidents through
the Operational Reliability Improvement Process (ORIP).

ORIP is the primary process used by Shell to identify, assess
and rank unwarranted events, and situations and ensure
appropriate actions are taken to avoid recurrence.

Three PDO assets achieved the highest operational reliability
calculative assessment scores ever recorded by Shell operating
units — attaining a new level in their safe and efficient running.
The Central Gas asset scored 80% followed by Marmul and
Fahud, both on 77%.The scores were all well above the 60%
minimum required to achieve calculative status.

. Central Gas deferment of gas and condensates has fallen
by 19,300 barrels of oil equivalent per day (boepd) from
32,800 boepd in 2012 to 13,500 boepd in 2015 with
a subsequent reduction in flaring due to the increased
availability of flash gas. Moreover, the increased availability
of Saih Nihayda turbo expanders — from 68% in 2014
to 95% in 2015 — is a direct reflection of the root cause
analysis (RCA) quality and action implementation which
contributes to around 8 million m? of gas per day, equating
to savings of around US$350 million in 2015.

In the South, the threat of repeated simultaneous trips
of deep water pumps, leading to the possibility of a trip
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at all Rima fields

on process shutdown, was
resolved through ORIP/RCA. As a result, a
potential oil deferment of 17,200 barrels per year was
avoided and a saving of US$23,000/year was realised in
corrective maintenance costs.

«  TheNorth avoided unscheduled production deferment of
1,500m? and realised an estimated saving of US$ 100,000
on corrective maintenance by eliminating the repetitive
failure of Lekhwair production station water injection
system pumps during power changeover.

During 2015, a web-based dashboard was launched to enable
the online tracking of OE from cluster to corporate level,
providing a wealth of information on performance measures
against key OE performance indicators.

In an example of collaboration across disciplines and
directorates, the proof of concept of Integrity Operating
Windows (IOW) for the Kauthar gas plant was also launched.
The IOW system enables continuous monitoring of and
alerting to facility integrity threats that are caused by changes
in fluid composition. This helps teams to proactively work on
threats to facility integrity, thus minimising the cost associated
with leaks. This programme is now being replicated across all
PDO facilities with the aim to have every facility on IOW
before the end of 2017.

Maintenance Integrity Execution

PDO continues to make significant progress implementing
and embedding its MIE (Maintenance, Integrity & Execution)
programme.



MIE is a long-term journey focused on building organisational
capability and following a very disciplined approach to
managing maintenance and integrity processes.

The benefits of MIE are a reduction in maintenance costs
and scheduled and unscheduled deferment, and the fostering
of a proactive culture towards maintenance execution and
integrity assurance.

PDO focused on setting up the foundations to achieve
calculative status in  2012/2013, before demonstrating
organisational capability to sustain and improve its MIE cutture
and maturity in 2013/2014. Last year, through the embedding
of Lean principles and practices such as Leader Standard
Work, the Company was able to enhance the culture further
and demonstrate value from its MIE processes.

In an external Shell Global review last November; all assets
assessed increased their scores compared to their previous
MIE assessment appraisals, with Lekhwair and Qarn Alam Ol
gaining the first and third highest scores ever awarded by the
Global MIE team respectively.

Mina Al Fahal Terminal

The Mina Al Fahal (MAF) terminal control room, which
is responsible for overseeing the shipment of 330 million
barrels of oil a year, was awarded the Operating Integrity
SG5 certificate meaning it meets the minimum necessary
requirements to demonstrate a safe operation, and became
the first unit in PDO to achieve such an accolade.

The assessment covers nine key elements such as alarm
management and operating envelopes, shift communications
and handover, Permit To Work effectiveness, dynamic risk
assessment, operational registers, competence management
and documentation.

The Company also bought and installed three new single
buoy moorings to ensure the continued safety of crude oil
exports at MAF for the next 40 years. Export tankers are
secured to the offshore floating platforms during the transfer
of oil. The devices, which have been thermally sprayed with
corrosion-resistant aluminium, are able to operate for 25 years
without the need of a dry dock overhaul and have triple hull
protection. They are fitted with tanker load monitoring and
swivel leak detection systems and telemetry to transmit vital
load and pressure data to shore.

Business Efficiency and Lean

In light of the steep fall in oil prices, PDO has further enhanced
its existing cost management and value creation regime to
create a more efficient workplace and reduced 2016 planned
expenditure by US$1.6 billion.

Together with its contracting community, the Company has
seized the opportunity to review and challenge its modus
operandi and standards. Engagements were held with key
contractors to identify opportunities for value improvement
and cost reduction in a collaborative manner, leading to almost

300 cost-saving, efficiency or productivity improvement ideas
worth US$450 million over the period 2015-2020. In parallel,
|7 (seven above target) Contract Optimisation Reviews
(CORs) were held for key contracts identifying over US$400
million of potential cost savings over the period 2015-2020.
These involve identifying and removing waste in the contract
scope to make it fit-for-purpose and reduce costs for both
parties.

The key enabler was the establishment of a Star Chamber with
the objective of facilitating discussion on challenging standards,
specifications and processes with potentially high value — the
key benefit being that decisions are taken on the spot, without
any undue delays.

PDO’s implementation of Lean continuous business
improvement methods and systems — to streamline operations
and eradicate waste - was stepped up in 2015 with the launch
of project delivery as the seventh “value stream” or business
area, following well delivery, well and reservoir management,
operate and maintain, contracting and procurement, people
and HSE.

Atotal of |15 improvement projects have been executed and
more than 100 projects are ongoing as PDO's Lean culture
was consolidated.

A total of 2,200 PDO staff have been given Lean awareness
training, more than 200 staff have participated in Lean
practitioner training and more than 250 managers, team
leaders and supervisors have been trained as Lean managers.
Additionally, 18 local internal coaches are following the
Continuous Improvement Competence Framework to
become accredited Lean coaches.

Leader Standard Work, a framework which helps leaders
create routines that have the highest impact on their business
to make work faster, safer and easier was also fully rolled
out in the Operate and Maintain value stream. Furthermore
a ‘Continuous Improvement Time' system started in the
People and Change Directorate where staff create Standard
Operating Procedures in their directorate to make various key
processes more efficient.

PDO's growing reputation as a Lean pioneer in Oman was
evidenced by several high-profile fact-finding visits from other
Shell operating units and domestic private and public sector
organisations to learn from the Company's Lean deployment
programme. Visitors included Shell Qatar, Shell Brunei, Shell
Marsk, Nigeria LNG, Shell Oman, other Shell representatives,
Oman LNG, the Ministry of Finance, and the Ministry of
Environment and Climate Affairs (MECA). Two improvement
projects were started with the Ministry of Finance, and one
with MECA.

In November 2015, the Managing Director's Committee gave
approval to take Lean to the next level of maturity based on
Improvement Goal Deployment and diversifying the execution
from projects to Kaizen events and practical problem solving.
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F{roject 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.

The majority of the corporate project delivery milestones
were achieved on or ahead of plan and all the milestones were
delivered within the year.

After the successful solar steam trial at Amal West, PDO, with
partner GlassPoint Solar, began work on the world's largest
ever solar energy project at peak production. The Miraah
project in Amal will be a 1,021 megawatt solar thermal facility
harnessing the sun’s rays to produce low-cost, energy-efficient
steam for thermal enhanced oil recovery.

Once complete, it 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
annually, the equivalent of 63,000 cars kept off the road.
The project won an ADIPEC 2015 Award for its innovative
approach to steam generation.

Meanwhile, further progress was made on PDO’s oil and gas
mega projects, where the aim is to invest more than US$10
billion over the next 5-10 years to sustain the Company’s long-
term hydrocarbon output.

Work on the power plant, foundations and wells at Rabab
Harweel integrated project (RHIP) is well advanced, after
the award of construction contracts. As many as |2 Local
Community Contractors are working to prepare the site, with
the integration of the Harweel oil and Rabab gas components
slated for completion in 2019.

The 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.

Yibal Khuff, one of the largest and technically most complex
ventures to be implemented by PDO, is moving smoothly
to the “Execute” phase after shareholder approval for the
simultaneous development of a number of sour oil and gas
reservoirs and in-house support from the PDO Front End
Engineering and Design (FEED) Office. Construction is due to
start this year with the first oil projected for 2020, with a peak
average production target of 20,000 barrels a day — and a gas
plateau of 6 million m*/d over 18 years.

The advantages of using a single contractor (Petrofac) for both
these projects are now being seen as the lessons learned from
RHIP engineering are brought swiftly to bear atYibal Khuff.

The Budour mega project successfully completed its FEED,
and plans for the first-ever use of water injection in a sour oil
field are being reviewed following the discovery of additional
gas reservoirs at Tayseer which are being evaluated.

The Central Project Delivery department brought the Saih Rawl
depletion compression phase 2 project on stream, enabling
additional recovery from the main field. The Condensate
Recovery project in Gas Engineering started construction in
Q3 2015 and the compressors will be delivered to the site
by Q4 of 2016.

TheYibal Rejuvenation and Lekhwair Upper Shuaiba projects
had their Final Investment Decision (FID) approvals in Q2
and Q4 2015 respectively and the construction contracts
will be awarded this year. The FID was also taken on phase
3 of the Mabrouk Deep gas project, and phase 2 will be
substantially completed this year: Meanwhile, the Amin water
injection project was commissioned seven months ahead of
schedule, extensively using local contractors and achieving a
construction cost reduction of 25%. Some 40 young engineers
from PDO and contractors were deployed on the project,
allowing them to further develop skills in technical positions.
Significant material procurements were also carried out from

local supplies for items such as pipelines and switch gears.
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The on-plot scope involved construction of a standalone
station with facilities for a peak water injection of 80,000 m?/d
and injection pressure of 60-90 barg at the wellhead. The off-
plot scope comprised three water and emulsion pipelines as
well as distribution and testing systems for 40 injector wells.
The project will add 1.3 million m?® of reserves and boost
production to a peak oil rate of 3,200 m?.

In order to improve cost effectiveness in the current low oil
price environment, PDO is developing a new way of working
on project delivery with a simplification of standards and
further collaboration with contractors which will optimise
recovery and improve cost effectiveness.

On the non-oil front, the Ras Al Hamra development project
delivered an additional 24| residential units in 2015, marking
the end of phase .

A bird's eye computer-generated image of the Miraah installation at Amal

Enhanced Oil Recovery

Despite the economic challenges, PDO remained committed
to staying the course on all major enhanced oil recovery (EOR)
projects. However, because of the resource-intensive nature of
the recovery mechanism, there has been a rigorous review of
the commercial and technical viability of some EOR activities.
This reappraisal means EOR is now expected to account for
more than 25% of production by 2025, as opposed to 33%
by 2023.

PDO is currently operating a variety of commercial-scale EOR

projects that include chemical EOR, miscible gas Injection and
thermal applications. The Company will also continue the
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maturation of more promising and novel EOR technologies
through laboratory and field testing.

The Marmul polymer project has been running smoothly for
the past five years and delivered more than 10.3 million barrels
of oil. The start-up of phase 2 — adding 19 polymer injectors
to the existing 27 — was brought on stream, with increased
production expected this year, and phase 3 completing its final
concept selection.

The execution of the alkaline-surfactant-polymer flooding trial
in Marmul, a technology that can further improve oil recovery,
is progressing well. Water has been injected in the targeted
pattern to establish a good baseline, and injection of alkaline-
surfactant-polymer is expected shortly.

For the past 22 years in the Birba field, near miscible sour gas
injection has yielded an additional 7.6 million m* (48 million

barrels) for 720 million m?® gas injected thus far and is on
target to achieve up to 42% recovery from infill horizontal
drilling and additional gas injection.

The Harweel 2AB project started miscible gas injection (MGI)
in April 2014 at a constrained rate of up to 1.7 million m*/
day and ramped up to a full capacity injection rate of 5 million
m3/day since January 2015 after separator replacements. A
clear response to the MGI process has now been established
in terms of incremental oil rates and target pressures.
Additionally, one of the key highlights in 2015 for miscible gas
in PDO was the commissioning of the Al Noor 3A sour MGl
pilot with positive initial indications.
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_ffhe thermal-gas-oil-gravity-drainage (T-GOGD) process in
Q!am Alam has been underway since late 201 1. A fourth

stea?n cogeneration unit (GT/HRSG) was commissioned in
2015 and is currently in operation. In 2015, 2.8 million tons of

steam was injected into the Shuaiba oil-bearing formation and
5.6 million barrels of oil were produced, resulting in a steam-
to-oil ratio of approximately 3:1. Total steam injection for the
year fell short of expectations mainly due to GT/HRSG leaks
and integrity issues with both steam injector and water supply
wells. Recovery plans are in place to restore performance in
2016.

The Amal steam project continued its improvement in all
areas, exceeding 22 million LTl-free manhours. The year
average oil production for 2015 was 1,907 m*/d (12,000 bpd),
17 m’/d above target. In Amal West, with improvements
made in once through steam generators (OTSG) availability
(>90%), steam injection has been concentrated in a number

A computer generated image of the eraah project’s glasshouse technology

of the [0-acre patterns and a positive thermal response is
now being demonstrated. Likewise in Amal East, the reservoir
performance continues to exceed expectations with both
good cold production and thermal performance being
achieved.

- SN TR T




f



PDQ’s In-Country Value (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

To help Government efforts to boost Omani employment,
PDO delivered 7,200 job, training and re-deployment
opportunities with its contracting community, meaning
more than 20,000 have been created since 2011 when the
National Objectives programme was launched. These are
aimed at young Omani jobseekers so they can take up skilled
employment in a range of jobs such as electrical technicians,
carpenters, mechanics, pipefitters, steel fixers, plumbers, and
scaffolders.

Moreover, a total of 195 young Omanis qualified as advanced
welders at 6G level — the highest international standard —
after a 20-month course. They are taking up work with PDO
contractors, CCC and Al Turki Enterprises, on the Rabab
Harweel mega project.

A further 362 young Omanis successfully graduated from an
| 8-month training programme, the majority having achieved
Level 2 of the National Vocational Qualification and the
Construction Industry Training Board programme, and began
work with contractors in a wide range of trades including
mechanical, electrical and instrument technicians, welders and
pipe fitters.

As part of its National Objectives programme to create
well-paid employment and training opportunities for Omani
jobseekers, PDO signed a co-operation agreement with
Apex E-Commerce LLC which is overseeing the “Mujeed”
community initiative. The initiative aims to build a central digital
database which matches qualified and experienced jobseekers
with both public and private sector vacancies free of charge.

The Company further enhanced Omani job and training
opportunities by signing six contracts worth US$650 million
overthe next |0 years.The deals for the supply, installation and
maintenance of 29 centrifugal compressors were agreed with
international engineering companies Siemens LLC, General
Electric International LLC, and Omani firm OHI Petroleum
& Energy Services LLC and its partners MAN Diesel & Turbo
Schweiz AG.

The equipment is due to be installed at || PDO projects,
including the Yibal Khuff mega project, Lekhwair, Mabrouk and
the second phase of the Saih Nihayda and Kauther depletion

compression projects. The suppliers have committed to
maximising the local content in their submitted contract plans.
This should lead to the recruitment and training of a number
of Omanis as engineers and technicians and maximise the use
of PDO’s in-house repair workshops.

The Company also signed a Memorandum of Understanding
with the Ministry of Manpower, committing both parties to
further co-operation in areas of training and Omanisation in
the oil and gas sector and other industries.

[t is recognised as a pioneer of ICV, both in Oman and
regionally,and has worked diligently with a number of domestic
organisations including the Supreme Council of Planning,
Oman Rail and the Dugm Special Economic Zone, the Oman
Authority for Partnership for Development and the Electric
Holding Company to further embed it. The Company's ICV
experts also hosted visitors from abroad, advising visiting
delegations from countries such as Irag and Brunei.

Supporting Omani Businesses

Given the prevailing low oil price climate, it has become
more important than ever to strengthen local supply chains
to ensure that PDO is equipped to serve the nation more
effectively and efficiently. In support of the Government's
quest to encourage small and medium enterprises (SMEs),
PDO initiated and strengthened a number of mechanisms to
make it easier for Omani entrepreneurs to do business with
the Company.

Atotal of US$57 million was spent on deals with national SMEs
and a range of financial, operational technical and corporate
governance support was offered to them. The Company
is leading on a total of 35 ICV opportunities in the oil and
gas sector for domestic businesses from a total of 53 that
were listed in the ICV Blueprint Strategy report unveiled in
December 2013.These include casing / cementing accessories,
the provision of carbon steel pipes and the manufacture of
valves. PDO also signed a yearlong agreement with four
Omani SMEs to develop and use them for electrical work
across its operations.

SME programmes focused on coaching, mentoring and

identifying scope allocation in the pursuit of capability building.
Two business awareness workshops were arranged to
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support local vendor development; and two more were held
for local companies which had failed in bids for PDO contracts
to equip them with the skills and knowledge of the Company's
technical contractual requirements, tendering and contracting
processes, business ethics and HSE conditions needed to bid
for work successfully.

In2015,PDO also enhanced its contract procedures to include
SMEs as part of its tendering documents package. The ICV
Directorate continued to use the Joint Suppliers Registration
System (JSRS), which has been a vital tool in addressing the
core needs of oil and gas operators, by bringing onboard
all the verified suppliers who pass the industry's validation
process and provide a continuous link between operators and
vendors for ongoing procurement opportunities.

The JSRS is a single online registration system that drives
the sector's ICV initiatives by having a simple and seamless
integration for all Omani companies to seek and identify
opportunities with operators. The system consistently
monitors and updates the information of more than 7,000
nationally registered vendors, of which 1,350 are registered
with PDQ, including more than 400 SMEs.

Itis currently beingused by | 6 operatorsworking underMinistry
of Oil and Gas supervision by showcasing opportunities for
contract engineers and contract holders to search for new
players in the market which can be invited to participate in
the tendering process.

Local Community Contractors

PDO has continued to support Local Community Contractors
(LCCs) through a reserved LCC scope in the Company's main
contracts. During 2015, there were 190 active LCCs benefiting
from PDO contracts, providing various services such as well
services, electrical, mechanical, civil engineering, logistics,
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manpower supply and equipment hiring. The value of work
executed by LCCs during 2015 was equivalent to US$176.4
million.

Some LCCs also participated in PDO open tenders, competing
with other well established Omani and international firms, with
one winning a direct contract with PDO covering logistics and
rig moves.

Super Local Community Contractors

All four Super Local Community Contractors (SLCCs),
closed shareholding companies providing oilfield services, are
progressing well, focusing on business growth, efficiency and
ramping up Omanisation. PDO decided to award incremental
scopes to SLCCs to enhance their financial strength by
expanding their current core business activities as well as
including low-risk opportunities such as water services.

The current value of contracts awarded to SLCCs is US$585
million. The value of work executed by SLCCs during 2015
was equivalent to US$96.3 million.

In November 2015, Al Shawamikh began taking over the
operation of pipeline maintenance for the centre of Block 6.
After Al Sahari Oilfield Services' (SOSCO) acquisition of
Aker Well Services (Norway) wire line operations in Oman,
the company acquired Midwesco NCP and slick line units in
Oman, operating in Saih Rawl, Bahja, and Nimr.

PDO’s SLCC Steering Committee has endorsed the move to
allow SLCCs to competitively participate in the Company's
open tenders like any other bidder: They are also encouraged
to take part in tenders with other operators as well as to
seek opportunities to grow outside the oil and gas sector with
guidance from the Ministerial Action Team.
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Young Omanis celebrate graduating as 6G welders

The fifth SLCC Al Khazain which covers the wilayats of Haima
and Al Jazir was established in April 2015 and has been
registered at the Ministry of Commerce and Industry with
[,189 shareholders and a capitalisation of RO 4 million. PDO
will allocate a suitable scope to Al Khazain once it commences
work with its main sponsor, Occidental Oman.

The total capital of all five SLCCs is RO 23.2 million, with the
total number of shareholders standing at 9,385.

SLCC Workforce and Omanisation

From the outset, the SLCCs have given the utmost priority
to recruit, develop and retain Omani workers, especially
from the concession area. The following diagram illustrates
the Omanisation percentages achieved by each SLCC by the
end of 2015.The overall SLCC Omanisation average stands at Al Sahari Al Shawamikh Al Haditha Al Baraka
71%,and PDO is working very closely to increase this level by
training locals through the National Objectives programme,
especially in core activities such as welding and mechanical SLCC Omanisation 2015
services.
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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 2015, PDO had 8,880 staff, of which 6,724
were Omanis, a 5% increase on 2014.The Omanisation rate
was 76%, and the Company is expecting this to reach 90%
by 2019-20. There were 968 women on staff, including 844
Omanis. A total of 683 Omanis were hired in the year and
the total number of Omani graduates was I,101. There were
1,642 Omani promotions with 259 in senior positions.

Going forward, the rate of recruitment will slow following
a period of strategic over-recruitment from 2012-15, while
enabling PDO to reduce the number of expatriates, as
contracts expire, with positions gradually filled by qualified
Omanis.

Training

The Graduate Development Programme (GDP), which offers
structured, on-the-job training, monitoring and assessment,
has now been rolled out to all technical and non-technical
functions, covering a total of 34 disciplines with dedicated
policy, processes and resources. To date, 977 graduates have
been formally enrolled into the GDP

During the year, PDO ran more than 440 technical and non-
technical learning, HSE and process safety events. More than
300,000 manhours were invested in developing staff through
various courses and sessions.

GDP processes are now implemented consistently across
PDO and integrated with learning needs and progression
processes, with central governance practices and more reliable
graduate data and background information. Future projects
will involve the construction of an upgraded tracking tool to
link with the SAP system on the Company’s intranet, and a
framework for assessment and accreditation.

A total of 92 PDO scholars graduated after achieving
academic success in leading universities at home and abroad.
The 67 men and 25 women were sponsored by the Company
in their studies in Europe, Japan, Australia and Oman, and their
achievements mean more than 2,000 have qualified through
the PDO Scholarship Scheme since it was launched in the
1980s. The latest batch of graduates included two PhDs, 29
Masters of Science, 27 Bachelors of Science or Engineering,
and |2 Distance Learning degrees.

Wells Learning Centre

PDO officially opened its state-of-the-art well engineering
and process safety training facilities to other operators and
contractors to enhance operational excellence in Oman’s
oil and gas industry. The Company signed a partnership and
service level agreement which will mean staff from local oil
and gas firms will be able to receive expert tuition on a variety
of internationally recognised courses. Training will be delivered
at cost to them on a non-profit basis.

During 2015, the Wells Learning Centre offered a range
of training, including 36 International Well Control Forum
courses, covering levels 2, 3 and 4 for rotary drilling (RD) and
completion and well interventions (CWIs), five Shell advanced
well control training sessions for both RD and CWI, two
human factor pilots for mature hires and two well engineering
courses for non-well engineering personnel. A total of 28
external participants from seven local companies signed up
for the Shell Round | Wells Fundamentals programme.

A number of tours were also given to various parties ranging
from colleges to officers from the Royal Oman Police.
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{'he 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.

Irrespective of cost pressures, PDO remained committed to
its number one priority of personal and process safety with
a firm focus on Goal Zero — no harm to people, assets and
environment — as an overarching priority.

The Company achieved a 12.5% reduction in its Lost Time
Injury Frequency, down to 0.28 Lost Time Injuries per million
man hours worked, compared to 0.32 in 2014, although this
performance was marred by two contractor work-related
fatalities. The Company experienced a slight 1% increase in its
Total Recordable Case Frequency which stood at 0.98 injuries
sustained per million manhours worked and 278 million
kilometres driven.

Significant resources were invested in enhancing the HSE
management regime, embracing a project-based concept to
deliver simplicity and value.Work to improve this performance
even further has begun with simpler; standardised, fit-for-
purpose training to encompass a greater emphasis on
compliance, increased learning from incidents and improving
risk and hazard identification in operations. The launch of a
simplified, more efficient HSE incident investigation process
and a near-miss reporting tool as a straightforward means of
recording incidents will help to identify and eliminate hazards,
increase safety ownership, uncover potential weaknesses and
build a stronger and more pro-active safety culture.

Fittingly, the Safety Day in 2015 focused on the second PDO
Golden Rule of “Intervene” — highlighting how staff and
contractors have a right and responsibility to intervene if they
experience non-compliant, reckless or dangerous behaviour.

There was a significant fall in severe road safety incidents (35%
down on 2014) and PDO achieved 18 months without a
work-related road traffic fatality, despite 420 million kilometres
driven by staff and contractors. There was also a substantial
drop in the number of motor vehicle incidents overall (30%
down on 2014), as more drivers heeded road safety messages,
such as the importance of wearing seatbelts, driving within the
speed limit and not using mobile phones at the wheel.

Commuter Bus Scheme Goes From Strength To
Strength

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

The service has been expanded steadily and now covers
26 hubs, 65 villages and key PDO locations at Fahud, Yibal,
Lekhwair, Qarn Alam, Marmul/Nimr and Bahja on Sundays.
More than 106,000 passengers have used it since launch.

There was a 104% increase in the number of people using the
service from December 2014 to December 2015 and more
than 6,700 are now using it a month, with a 34% reduction in
the use of private vehicles.

Tell A Friend Road Safety Campaign

The five-year “Tell A Friend” campaign, which was officially
launched by PDO in Muscat in January 2013 with the aim
of lowering the number of road accidents in the Sultanate,
continued to reach out across Oman to spread its message.
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The initiative targets important areas of road safety such as
responsible driving, speed management, vehicle safety, proper
seatbelt usage, and fatigue. It has used a multi-media approach,
including television, cinema, radio, newspapers, and social
media to get its message across to all generations.

In 2015, the campaign roadshow travelled across the country
including visits to Ibri, Nizwa, Khasab, Shaleem and Al Jazir, and
almost 1,000 people visited its stand at the Salalah Tourism
Festival.

Investigation into Contractor Welfare

The Company rolled out Project Prism — an industry-first
investigation into the welfare of more than 30,000 contractor
employees — to embed effective and caring labour practices
and ensure personnel are supported in accordance with
national legislation and the highest international standards.

The three-year benchmarking programme is a ground-breaking
initiative for the global oil and gas sector focused on worker
welfare, support and engagement, with the aim of identifying
and sharing best practice and raising 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.

Supporting the Community

PDO launched the Baader volunteering project enabling staff
to offer their expertise and time free to non-governmental
organisations (NGOs) and charities. A total of 250 employees
signed up for the scheme, which grants them up to seven
working days per calendar year to engage in helping those in
need.

So far, they have volunteered to help in areas such as
information technology, human resources and administration,
public relations and marketing, communications, archiving,
finance, accounting, translation and event management.
In this respect, PDO signed a series of Memorandums of
Understanding (MoUs) for Baader to support eight NGOs
and charities, such as the Oman Association for the Disabled,
Oman Cancer Association and the Oman Down Syndrome
Association.

PDO's social enterprise Banat Oman, set up to offer vocational
training and marketing support to low-income women, trained
70 more women in 2015 in a range of skills such as cotton
weaving, tailoring, embroidery, and jam making. More than 300
have been trained in total in various handicrafts. Banat Oman
also won an award from the Food and Agriculture Organisation
of the United Nations for its dairy goods programme.

The project secured a commercial agreement with Muscat
Duty Free for its products to be sold to air travellers and now
has a dedicated marketing arm to support the development
of its brand and secure further commercial opportunities.

h.ﬂ

g

Social Investment

PDO pledged to support a variety of projects to benefit
Omani communities and the environment. The most recent
programme, the latest in a series of social investment
commitments, includes help for the disabled, animal welfare,
environmental protection and awareness, and tourism. Part of
the investment will fund 12 mobile veterinary clinics, with a
few operating in PDO’s concession area, to assist livestock
owners with the care of their animals. And there will also
be support for ecological conservation efforts, including the
Damaniyat Islands, Oman's only marine protected area.

Other commitments in the package included:

. The construction of a public majlis in Sadhun village,
Qatbit

. SupportforESO environmental protection and awareness
campaigns

. The building of five retail kiosks to display and sell local
products to tourists visiting Al Jabal Al Akhdar

« The purchase of |5 special basketball wheelchairs for
Oman'’s paralympic players

«  The purchase of | |0 wheelchairs for Oman Association
for the Disabled members

Across the year, other social investment and community
relations achievements included:

« A Memorandum of Understanding (MoU) with the
Ministry of Education to finance the RO 1.35 million
construction of a school for grades 5-12 and teacher
accommodation in Dhaboon in wilayat Thumrait

« A second MoU with the Ministry of Higher Education to
sponsor 200 students from the PDO concession area for
university education

« An agreement with the Ministry of Education with the
aim of creating a cadre of education professionals from
the concession area

e« A three-year MoU with Outward Bound Oman to
support its mission to equip Omani youngsters with
practical life skills

. The graduation of 25 high school students as Montessori
nursery teachers from a PDO-funded training course

. The donation of almost RO 170,000 to help victims of
the humanitarian crisis in Yemen following a staff charity
appeal

. The donation of RO 14,000 after a staff appeal to help
victims of the Nepal earthquake

«  The donation of a further RO 10,000 to a campaign to
help free debtor prisoners so they can spend Eid with
their families.

Environmental Stewardship

PDO marked World Environment Day by rolling out a major
recycling programme in its offices as part of its drive to be a
more sustainable operator.



It is partnering with the Ministry of Environment and Climate
Affairs (MECA), the Environment Society of Oman and the
Oman Environmental Services Holding Company, Be'ah, on
the Bea'tona (Our Environment) campaign. It will focus on
different themes every year both within and outside PDO
such as littering, energy conservation, renewable energy, and
water conservation. The Company already works together
with MECA on a number of waste reuse initiatives and other
environmental matters.

Some 35 waste segregation bins were installed across the Mina
Al Fahal headquarters in Muscat to collect papers, plastics,
cans, and general waste with more being set up in Interior
locations as part of the waste management “Reduce, Reuse,
Recycle” drive.

Other recent PDO ‘green’ initiatives included a clampdown
on water waste in PDO offices and residential properties,
in response to supply shortages in Oman. There was an
increased focus on reporting water leaks and guidance on
reduced water use.

In addition, the Company is trying to cut back on its use
of paper by discouraging staff from printing reports and
presentations. In the interim it has introduced preferential
default black-and-white printing only, reducing costs five-fold
when compared to colour There is also a move to persuade
staff to use re-usable mugs instead of paper cups for drinks.

PDO launched a new hazardous waste management effort,
including a five-year contract with one international company
to deal with all its hazardous waste streams, including chemicals,
oil-based mud cuttings and sludge, contaminated soil, paint,
tyres, and naturally occurring radioactive materials (NORM).

Besides treatment and proper disposal of accumulated wastes,
the integrated contract will bring many benefits such as mobile
or in-situ treatment of large spill sites which will minimise
transportation costs and overheads, maximise oil recovery
from oily sludge, use best international practices and establish
reuse opportunities.
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PDO is continually striving to protect Oman’s environment and prevent pollution. In 2015, 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

Continuing the implementation of its Integrity Improvement
and Spill Minimisation strategy, PDO successfully replaced
1,675 km of flowlines, an investment of US$100 million. This
resulted in a 58% reduction in the number of oil spills per
million tonnes of production, down to 2.53 compared with
6.04 in 2014.The quantity of oil lost in these spills, decreased
40%, down from 15.82 tonnes in 2014 to 9.54 tonnes of oil
lost per million tonnes of production in 2015.

Further improving the integrity of the flowlines and increasing

their lifespan, PDO changed the material specification for

flowline material to:

. Fusion-bonded epoxy (FBE) internal coating carbon steel
in the North.

. Poly-ethylene (PE) lined carbon steel in the South.

To identify environmentally sensitive areas PDO prepared
an “Environmental Vulnerability Map” for its concession area
taking into consideration the groundwater depth, subsurface
lithology, protected areas and wadis. The map formed the
basis of a 2015 Soil and Groundwater Risk Assessment
study, conducted by a specialist consultant who assessed
the Company's main activities, including production stations,
waste yards and booster stations. The study provided
recommendations which included administrative, procedural
and further site assessment studies for consideration.
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Greenhouse Gas Emissions

Due to a reduction in flaring and emissions from combustion
sources in 2015, PDO’s greenhouse gas (GHG) emissions fell
4% to 0.25 tonne (CO, equivalent) per tonne of production
compared to a rate of 0.26 in 2014,

PDO continues to mature its efforts to minimise GHG
emissions through key projects focusing on cutting emissions
from traditional power generation and maximising the use
of renewable energy resources. The “Miraah” solar power
project to generate steam for enhanced oil recovery (EOR)
in the Amal steam project is one such example. Another is
the initiative to reduce domestic power demand by 4% per
annum through the use of energy-efficient lighting.

Flaring

Flaring reduction remains a cornerstone of PDO's gas
conservation strategy. In 2015, PDO's gas flaring volumes fell
14.3%, down from 0.84 million tonnes in 2014 to 0.724 million
tonnes. This was achieved despite an increase in production.
The fall was the result of an improvement of key equipment
availability within the operation.

Flaring Performance 2011-2015
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Renewable Energy

Building on the successful solar trial generating steam for the
Amal steam EOR project as an alternative to burning gas,
PDO signed an agreement with GlassPoint Solar to construct
one of the largest solar plants in the world, and in doing so set
new industry standards which will provide significant benefits
for both the Company and Oman.

The new facility called Miraah (Arabic for mirror) will be more
than 100 times larger than the pilot which has successfully run
for more than 2)2 years. The steam will be used in thermal
EOR operations to extract heavy and viscous oil and provide
a significant portion of the steam demand in Amal in southern
Oman.
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In terms of peak thermal capacity Miraah will be the largest
solar EOR project in the global oil and gas industry with just
over one gigawatt (I GWHt) produced. It will be the showpiece
of PDO’s proven commitment to sustainability and save in
excess of 300,000 tonnes of carbon dioxide emissions annually.
Miraah will comprise 36 glasshouse modules, built and
commissioned in succession in groups of four.

The total project infrastructure will span three square
kilometres, equivalent to over 360 international football
pitches. It will generate an average of 6,000 tons of solar
steam daily for oil production, dwarfing all other solar EOR
installations. The plant will provide a sustainable solution for
EOR steam. Once complete, it will annually save 5.6 trillion
British Thermal Units (BTUs) of natural gas, the equivalent of
the amount of gas it takes to provide residential electricity to
around 209,000 people in Oman.

The project has already won several awards, amongst which
was the prestigious 2015 Abu Dhabi International Petroleum
Exhibition and Conference award for the Best Oil and Gas
Innovation orTechnology (Surface), with GlassPoint Solar.

Miraah is part of a long-term strategy to reduce the
consumption of valuable natural gas so that it can be directed
towards higher value applications to diversify Oman's
economy. Construction work began in October and the first
steam is expected in 2017.

Energy Efficiency

Improving energy efficiency is a key focus of PDO's gas
conservation strategy. Efforts are ongoing to enhance energy
efficiency via co-generation and waste heat recovery in
our steam generation activities. It is estimated that the co-
generation of steam provides over 90% of steam requirements
for thermal projects.

The overall thermal efficiency of PDO's power stations
continues to improve through the commissioning of thermally
efficient facilities, retiring older less efficient ones and the
conversion of existing power stations from open cycle to
closed cycle.

PDO managed to reduce domestic power demand by 4%
per annum and find low-energy alternatives for deep-water
disposal through the expansion of its internationally acclaimed
reed bed biological treatment at Nimr for produced water
and the additional establishment of a project to investigate salt
production from produced water.

Woater

PDO currently produces around 770,000 m*/day of produced
water; 47% of which is used for pressure maintenance and
around 300,000 m*/day of the excess is disposed into deep
formations. It has evaluated alternative methodologies for
the cleaning and re-use or disposal of produced water in a
manner that consumes far less energy.

B

The Nimr reed beds project is widely acknowledged as one of
the most innovative environmentally friendly ventures in the
global oil and gas sector and 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 760,000 barrels
of produced water a day at a fraction of the cost and energy
intensity of conventional deep water disposal. In total, by the
end of 2015, it had processed approximately 980 million
barrels of produced water and recovered around 500,000
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 |0 years —a 98% reduction in energy requirements.

The scheme won the latest in a string of national and
international accolades last year: a gold award at the Emirates
Energy Awards in Dubai in the Large Energy Project category,
with partners Bauer Nimr LLC.

In the North, the use of 5000 m?/day of treated produced
water for industrial use and 5000 m®day of hyper saline
produced water in Fahud to produce industrial salt for
PDO’s internal consumption has helped to minimise the
environmental impact.

In 2015, PDO’s water consumption from its desalination units
increased by 12.5% to 7.37 million m* of water compared to
6.55 million m* in 2014.This increase was as a direct result of
a rise in oil production.

Waste

To minimise the tonnage of generated waste and to maximise
its reuse opportunities, PDO introduced the 3R philosophy:
Reduce, Reuse and Recycle. To date, a total of 5,000 tonnes of
non-hazardous waste has been collected from our waste yards
and recycled. The Company is also working to raise waste
reduction awareness among the public through the launch
of the Bea'tona (Our Environment) campaign in partnership
with the Ministry of Environment and Climate Affairs, the
Be'ah company and the Environmental Society of Oman.
PDO has also sponsored an exhibition for small and medium
enterprises to showcase their waste recycling capabilities and
initiatives. Similarly,a campaign was introduced for the effective
domestic waste segregation to ensure proper recycling.

Waste generation
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In 2015, PDO generated 9% less hazardous waste-209,700
tonnes compared with 230,400 tonnes in 2014 - a reduction
mainly due to the reduced tonnage of contaminated soil due
to the Company's improved oil spill performance in 2015. A
total of 34,600 tonnes of non-hazardous waste was produced
in 2015 compared to 27,500 tonnes in 2014.This 26% increase
resulted mainly from the expansion in PDO projects.

Hazardous Waste Management

PDO launched a campaign to deal with its hazardous waste
which includes a five-year contract with an international
company. The move marks a major milestone to tackle a
long-standing legacy issue caused by the accumulation of
large volumes of diverse hazardous waste streams. Besides
the treatment and proper disposal of accumulated wastes,
the integrated contract with a leading European waste
management vendor will bring many benefits. These include
mobile or in-situ treatment of large spill sites which will
minimise transportation costs, maximise oil recovery from
oily sludge, use best international practices, establish reuse
opportunities and minimise overhead costs.

The contract will deal with all of PDO’s hazardous waste
streams, including chemicals, oil-based mud cuttings and
sludge, contaminated soil, paint, tyres, and Naturally Occurring
Radioactive Materials (NORM). The new waste management
strategy is a move away from the conventional waste
management practice, with its emphasis on treatment and
disposal. Instead, PDO will focus on more waste reduction
and recycling. The contract strategy is based on waste
segregation, keeping waste at operational sites to a minimum
and dispensing with large storage areas.

Process Safety and Asset Integrity

PDO continued to intensify its focus on process safety. An
Asset Integrity-Process Safety Management Incident Databook
was developed to facilitate the learning from incidents in order
to improve design, behaviour and standards for the future.

Excellent progress was made generally in asset integrity
where new standards are now being set in the execution of
maintenance.

Nine assets sustained Maintenance Execution (ME) calculative
status: The Mina Al Fahal Terminal, Harweel, Marmul, Fahud,
Nimr, Qarn Alam Gas/Oil and Steam, and Lekhwair, which
also achieved proactive status with an 84% assessment. Two
new assets, namely Bahja andYibal Gas, attained ME calculative
status.

Additionally, 10 assets achieved the Integrity Assurance
calculative standard: the Mina Al Fahal Terminal, Marmul,
Lekhwair; Fahud, Nimr, Harweel, Yibal Gas, Qarn Alam Gas/
Oil and Steam.

In 2016, PDO will work towards a full calculative award in both
ME (Maintenance Execution) and IA (Integrity Assurance).

Two new assets, Yibal Oil and Amal Steam, will also be
introduced to the MIE process — bringing the total number
of assets undertaking Maintenance Integrity Execution to |3.

In January 2015, there were an average |0 wells with high-
risk integrity failures. However, this had been reduced to an
average of 6.5 wells by the end of the year

The number of “red” facilities experiencing more than 80
alarms an hour without approval also fell from 3 in January to
I'in December 2015.

The zero tolerance approach to the operation of static
equipment with serious corrosion issues without assessment
and approval has been sustained for three years.

In 2015, 83% of the process safety competency elements
had been completed by staff holding process safety critical
positions.




Environmental Data-PDO

Direct total GHGs (million tonnes CO, equivalent)

Greenhouse gas intensity ratio (tonne of CO, equivalent / ton of HC)

Flaring (upstream) (million tonnes flared)
Flaring intensity (ton/1,000 ton of HC)

Upsveam (gouesper torne prodcion “2is s an o 2w

Sulphur oxides (Sox) (tonnes per thousand tonnes) .13 2.70 297 3.07 2.39
Nitrogen oxides (Nox) (tonnes per thousand tonnes) 0.63 0.63 0.63 0.64 0.60
Volatile organic compounds (VOCs) (tonnes per thousand tonnes) 1.32 0.39 042 042 0.40

No of oil spills > | barrel (0.16m?) per million ton of production . . 222 6.04
[No/Mt production]

~ Quantity of oil spilled > | barrel (0.16m?) per million tonne of production . . . 15.82
[t/Mt Production]

Oil in effluents to surface environment (OIW to sea) thousand tonnes 0.007

* Water consumed from desalination units (million cubic metres)
. Produced water 1,000 m*/day

Produced water used for injection activities 1,000 m*/day
Produced Water used for Disposal Activities 1,000 m*/day

Hazardous (thousand tonnes)

Non-hazardous (thousand tonnes)

Total waste (thousand tonnes)

Safety Data-PDO

Total number

Employees

Contractors

Fatal accident rate (fatalities per 100 million working hours, both employees and contractors)

Total recordable case frequency (TRCF)
(Al injuries per million working hours, both employees and contractors)

Lost time injury frequency (LTIF)
(Lost time injuries per million working hours, both employees and contractors)

Serious MVI frequency 0.19 0.16
(LTIMTC,RWC and roll over MVl incidents per million km driven)

Terlincdents M4 I3 2 10

Million manhours worked I51 |60 |70.5 184.0 184.9
Million kilometres driven 242 252 251.1 262.2 278.2

‘ Total recordable occupational illness frequency (TROIF) 1.28 1.7 0.08 0.13
(llinesses per million working hours employee only)

*As well as the yearly summary contained in this report, our health, staff and contractors are thoroughly apprised of their performance,
safety and environment (HSE) performance figures will also now be constantly reminded of where they are falling short and succeeding,

logged and updated on a monthly basis on a recently introduced and fully motivated to support our sustainability drive.
digital dashboard on our HSE webpage on the Company intranet so
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1“4' Awards and Certlflcatlons in 2015

ADIPEC award for the Best Oil and Gas Innovation or Technology (Surface) for the Miraah
project (with partner GlassPoint Solar)

ADIPEC award for the Best Oil and Gas Mega Project for Harweel 2AB

Emirates Energy Awards gold award in the Large Energy Project category for the Nimr reed
beds project team (partner Bauer Nimr LLC)

International Wells Control Forum Accreditation award for the PDO Wells Learning Centre
from International Wells Control Forum (IWCF)

General Leadership in Road Safety Award From the TS Road Safety Forum - Qatar

Construction Week Awards Oman for Sustainable Project of The Year for the Ras Al Hamra
development project




Oman Constructors’ Forum Awards for Oman’s Most Innovative Project for the Ras Al Hamra
development project

WWProject for the Ras Al Hamra development project

Shell Upstream International Impact Awards (Safety & Environment Category) for Miraah -
Solar Steam Generation for EOR

Shell Upstream International Impact Awards (People Category) for PDO's staff Baader
volunteering project

. Shell Upstream International Impact Awards (People Category) for the Wells Learning
Centre

« Oman Chamber of Commerce and Industry (OCCI) award for Social Investment

. Food and Agriculture Organisation of the United Nations award for Banat Oman dairy
products.

il | ,_!_-_IJ;_ i o

ADIPEC AWARDS

Best 0il & Gas Mega Project
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