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His Majesty Sultan Qaboos bin Said



COMMITTED TO
GROWING WITH OMAN

For over half a century, Shell Oman has been
committed to meet the Sultanate’s growing
energy demands, and contribute to its prosperity
in an economically, environmentally and socially
responsible manner by operating safely and
sharing benefits with the local community.

The Company continues its plan to invest for long-
term growth across all the classes of businesses
while providing an unparalleled range of
products and services that support the current
and future growth initiatives of the country.

Across the Sultanate, all along the roadways, the
scenic coasts and the interior regions, wherever
progress and development dots the landscape
of our beautiful Oman, Shell Oman too is ever-
present playing a vital role in the renaissance of
Oman.

SHELL OMAN MARKETING
COMPANY sAOG

PO Box 38, PC 116,

Mina Al Fahal,

Sultanate of Oman

Phone: +968 24 570100

Fax: +968 24 570121

p www.shelloman.com.om
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Contribution to Turnover

Commercial
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Financial Highlights

Earnings per share RO) 0.160*
Dividend per share (RO) 0.106*
Dividend Yield [on offer price of RO 4.900) 21.6%*
Dividend Yield [at 29 Dec 2016 price of RO 2.00) 5.3%

*rebased on an equity share face value of 100 baiza following the stocksplit in 2006

Earnings (RO million)

2016 2015
Turnover 392.9 336.0
Gross Profit 39.4 38.0
Other Income 6.8 56
Net Operating Expenses (28.0) (27.5)
[includes depreciation, interest & amortisation)
Profit before fox 18.2 16.1
Taxation (2.2) (1.9)
Profit affer tax 16.0 14.2
Dividends (RO miillion) 10.6 10.6
Balance Sheet (RO million)

2016 2015
Share Capital 10.0 10.0
Reserves 3.6 3.6
Refained Eamings 30.7 25.3
Net Assets 44.3 38.9
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(All data based on a equity share face value of 100 baiza)



Sitting from left to right Mazhar Ud Deen, Director
Amr Adel, Director
Ishaq Zayed Al Mawali, Director
6 Ornuthai Na Chiangmai, Director
Shabib Mohammed Al Darmaki, Director



Chris Breeze, Chairman

Ghalib Fawzy Al Busaidi, Director

Huda Abdullah Al Habsi, Director

Juma Abdullah Al Khamisi, Director

Faisal Waheed, Director

Lamees Dawood Al Lawati, Board Secretary




Sitting from left to right Djamel Elmestari, Lubricants Supply Chain Manager
Mohammed Ali Al Farsi, GM-External Affairs & Business Development

8 Standing from left to right Ali Yahya Al Amri, Retail Network Manager
Haitham Harib Al Ismaily, Human Resources & Administration Manager
Khalid Hashil Al Awaisi, Country Aviation Manager



Management Team

Mohammed Mahmood Al Balushi, Chief Executive Officer
Scott McDonald, Chief Financial Officer

Hafidh Harib Al Ismaily, Trade & Supply Manager 9
Mahmoud Abdullah Al Abri, Commercial Lubricants Manager

Mohammed Abdulla Al Kindi, Commercial Fuels & Fleet Manager

Kumayl Ahmed Al Lawati, Bitumen, Marine & Customer Service Manager



Dear Shareholders,

On behalf of the Board of Directors,
| am pleased fo present the Directors’
Report of  Shell
Marketing Company SAOG for the year
ended December 31, 2016.

Annual Oman

Business Environment

As part of the response to oil price
reduction, the government restructured
the Retail fuel pricing system for the
end consumers and introduced a new
grade of fuel, Mogas 91, changing the
established business environment for all
fuel marketing companies.

Despite these market conditions, your
Company posted financial

results by growing the net income by

strong

13.0% compared to the previous year.
This was attributable to continued
growth from recent years’ investments
in Retail segment, increased third party

‘.h

ﬁiréjctgré" Report

usage of our Mina Al Fahal terminal,
continued cost control measures and a

one-off non-recurring item in Q1 2016.
Financial Performance

In 2016, the Company’s retail volumes
reduced slightly as a result of the
market conditions, with the impact
of this reduction mitigated because
of continuing investment in new &
existing sites to increase financial
returns, operational excellence at site
level, and on time product delivery.
The Commercial fleet cards business
grew slightly in 2016 as the Company
achieved a greater share of the total
market in this segment. Total Lubricant
sales volumes (export plus domestic)

were around the same levels as 2015.

For the year ended 2016, revenues
were RO 392.9 million, 16.9% higher
than last year mainly due to the reform

5

in the fuel subsidy which resulted in
higher fuel pricing across the country
that came into effect in mid January
2016.

2016 net profit was RO 16.02 million
compared to RO 14.18 million in
2015, with Basic earnings per share
(EPS) 13% higher than 2015 as a result.

Net cash generated from operating
activities was RO 24.0 million, 19.0%
higher than 2015. This was mainly
due to higher net income and positive
movements in working capital.

Business Results
In 2016, the Retail
environment landscape was presented

business

with changing subsidy policy resulting
in reduced fuel demand. Retail
business continued to be the leading
revenue generating segment for the

Company delivering a steady year on



year growth in business profitability.

The significant multi-year investment
in new and existing sites, continuous
improvement in operational excellence
and cost optimisation were the main
drivers for retail growth. In addition,
the commercial cards segment with
improved customer value propositions
achieved growth in a generally

declining market in 2016.

In order to provide its customers with
convenient locations on new roads and
highways, the Company continued with
its long term growth strategy of investing
in future heartlands to strengthen its
footprint across the country. Significant
investment was made during the year
with six new service stations being
opened, bringing the number of service
stations to 180 with further new build
and site upgrade projects in progress
for 2017 delivery.

The business remains focused on
providing customers with world class
retail experience delivering  high
quality products and services through
a widespread retail network across the
country as reflected in an independent
customer survey where Shell maintained
its market leadership in “Brand Share
of Preference” and “High Quality
Fuels” customer perception. The Retail
Retail

offers by introducing Coffee concept,

business also expanded its

Customer Interface Screens and Car
Care Services.

The Commercial fuel business
environment remained challenging with
the changing market conditions; however,
the focus remains primarily on higher
margin opportunities through offering
high operations excellence and quality.
This has resulted in a strategic phasedown

in overall business volumes compared to

2016 net profit was
RO 16.02 million
compared to RO
14.18 million in
2015, with Basic
earnings per share
(EPS) 13% higher than

2015 as a result.

"

the previous year while achieving an
increase in business profitability.

The Aviation business managed to
retain all its existing customers at Muscat
International Airport and was able
to win a share of Oman Air volumes
as well as winning new international
customers. The Company continued
operating as the solo operator at
Salalah Airport and supporting the
PDO remote airfields.

The Lubricants business volumes
were slightly higher than 2015 due
to winning new accounts in various
sectors. To help penetrate the market
further, the Company managed to
retain its key customers and win major
accounts including new partnerships
in the transportation sector. The new
PurePlus Technology of pure base oil
developed from natural gas supported
the Company’s strategies for premium



Directors’ Report

products and helped it position itself
strongly in the market.

The lubricants blending plant in Mina
Al Fahal (which serves the Company’s
local demand and Royal Dutch Shell
Group's regional customers) continued
to be a world class business and
successfully started to produce non-
Shell branded packs for significant
infernational customers. Overall export
volumes were slightly lower than the
previous year reflecting instability in
demand from the wider regional export
market.

The Marine business maintained its
market position in a competitive market.
The team will continue to seek new
marine development projects.

The Bitumen
a drop in its volumes compared to

segment witnessed

last year due to the timing of a few
key projects. However, the business
continued to perform profitably despite
infense competition.

Proposed Dividend

The Board of Directors has proposed
a capital investment programme
for 2017 that is higher than 2016
because of continued growth of our
retail network and the modernisation of
a key supply asset. In order to fund this
increased investment programme, the
Board is proposing that the dividend
remains unchanged at 106 baisa per
share (2015: 106 baisa per share)
for distribution in April 2017. Whilst
coming to this decision the Board
has considered the current market
conditions, the liquidity in the money
market, existing borrowings and the
capital investment programme for the
year 2017.

Business Outlook

The fuel marketing business normally
follows the economic trend of the
country and we therefore expect that
given the higher fuel prices and the fall
in the crude oil prices, it will continue
to be a year of changing market

circumstances.

Major
infrastructure  projects

(including Road
construction)  which
began in earlier years

should
completion in 2017.

continue fo

In the aviation sector,
the final development
of the new Muscat
International
Airport continues.
The  Company s
closely following
developments in  this
sector with a view
to  realising  any

opportunities.

Our Commitment

to Sustainable

Development

In line with our Statement

of General Business Principles, the
Company subscribes to the principle
of sustainable development — which
means helping meet the couniry’s
needs in an

growing  energy

economically, ~environmentally and
socially responsible way. In short, it's
about helping secure a responsible

energy future.

During the Company’s almost sixty
years of performance in Oman,
our belief that success is built on
sustainable development principles
has governed the way we conduct
all our operations. We optimise
positive community benefits and
undertake broader contributions to
society through sharing, delivering
and meeting our promises. We
are consistently improving how we
conduct business by adapting best
practices in the areas of health,
safety, security and environment and
contribute to the development of the
economy through hiring Omanis and
working with local suppliers and
customers and creating In-Country
Value initiatives.

e

The year also witnessed
the rollout of “Zero Fire
Incident” project which
involved many initiatives
and the introduced new
technologies in service
stations, lubricants plant
and bulk fuels depot to
proactively manage the

risk of fire incidents. "

Health, Safety,

Security &

Environment

(HSSE)

In 2016, the Company continued
to maintain the focus on achieving
continuous HSSE  improvement with
personal safety being the key focus
area, especially that which directly
impacts road safety and contractors’
safety. These sustained efforts were
reflected in the significant reduction
that was achieved on the number of
Loss of Product Containment Incidents,
Fire Incidents, Robbery Incidents,
Product Quality Incidents and Assaults
Incidents when compared to previous
years. However, the Company closed
the year with three recordable Lost
Time Injuries (LTl) cases, all having
occurred in the first quarter of the year
with significant actions taken since to
ensure the following 9 months were LTI-
free.

Another HSSE area that the Company
focused on was the Safety Behaviour
Culture  through  building up the
self-caring, caring for others and

intervention culture, which involved



number of initiatives that helped in
increasing awareness and building up
the safety behaviour culture. The year
also witnessed the rollout of “Zero
Fire Incident” project which involved
many initiatives and introduced new
technologies in  service stations,
lubricants plant and bulk fuels depot
to proactively manage the risk of fire

incidents.

Risks and Concerns

The Company's forward investment
and business plan assumes stability in
the fixed margin rates in the dominant
retail segment, and this is subject to
government policy. The Company is
testing all investments against various
scenarios which may come from lower
oil prices and the announced 5-year
budget to ensure we continue to take
robust investment decisions concerning
the shareholders’ available funds.

Internal Control Systems

The Board of Directors recognises
that good corporate governance has
its roots in sound internal controls
and a robust risk management
programme. The Board affirms its
overall responsibility for reviewing
the adequacy and the integrity of the
Company'’s internal control systems
and management information systems,
including systems for compliance with
applicable laws, regulations, rules,
directives and guidelines. There was no
material loss reported during the 2016
financial year as a result of weaknesses
in infernal controls. The management
of the Company continues to take
measures to strengthen the overall

internal control environment.

Corporate Governance

The Company has fully implemented
the new Code of Corporate
Public  Listed
Companies in July 2016. As a result,

Governance  for

a new sub-committee of the Board,
the Nomination & Remuneration

Committee was established during the

year. The Committee operates under a
Terms of Reference approved by the
Board.

The Code also requires that the
Company appoint an independent third
party to carry out an evaluation of the
Board. The Board has therefore carried
out a tendering process & provisionally
identified an appropriate party to carry
out this exercise and shall propose that
the shareholders appoint this firm in the
AGM to be held in March 2017.

Board Changes

The Company appointed Mohammed
Mahmood Al Balushi as Managing
Director in February 2016, in place of
Adil Ismail Al Raisi who resigned from
the Company.

Following, and as a result of, the
implementation of the new Code of
Corporate Governance (which does
not permit the position of executive
directors), the two executive directors
of the Company, Mohammed
Mahmood Al Balushi and Scott Michael
McDonald, commenced new positions
of Chief Executive Officer (CEO) and
Chief Financial Officer (CFO) of the
Company respectively in June 2016.
Their day-to-day management roles
& responsibilities remain unchanged.
The Shell Group replaced them on the
Board with Ornuthai Na Chiangmai
and Faisal Waheed respectively.

In Appreciation

| take this opportunity to commend
His Majesty Sultan Qaboos bin Said
and his government for the excellent
achievements during 2016. The wise
direction and leadership of His Majesty
has taken Oman to prosperity since the

dawn of the blessed Renaissance.

On behalf of the Board of Directors, |
would like to express my sincere thanks
to our shareholders, the management,

our employees, customers, contractors

and all our other stakeholders for their
loyalty, perseverance, dedication and
effort in the face of an ever growing and
challenging business environment. The
Board of Directors remains committed to
pursuing all opportunities with a view to
maintaining the Company’s expansion
while enhancing shareholders’ value.
We are grateful for your constant
support as we secure growth and

prosperity for the Company.

Christopher Breeze

Chairman of the Board

Muscat: January 25, 2017



Retail Business

Shell Oman aims to add value to every trip the customers make. With over 180
strategically positioned Shell service stations, Shell Quality Fuels, Customer Interface
Screens (CIS), Shell Motorists App, Shell Helix Lubricants with PurePlus Technology, Shell
Vehicle Recognition System (VRS), the all-new deli CAFE, and much more innovative
products and services, Shell Oman gives you more reasons to be part of your journey.
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Auditor’s Report on
Corporate Governance
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KPhG

4th Floor, HSBC Bank Building
MBD

RO, Boo 641

RC. 112

Sultanate of Orman

Tel +968 24709181

Fax +968 24700839

Report to the Sharcholders of Shell Oman Marketing Company SAOG (*the Company™)
of Factual Findings in connection with the Corporaie Governance Report of the Company
and application of the Corporate Governance practices in accordance with Capital Market

Authority Code of Corporate Governanee

We have performed the procedures prescribed in the Capital Market Authority ("CMA™)
Circular No. 1672003 dated 29 December 2003 (“the Procedures™) with respect to the Corporate
Govemance Report of the Company (“the Report™) and its application of the Corporate
Govemance practices in accordance with the CMA Code of Corporate Governance issued under
Circular No. 1172002 dated 3 June 2002 and the revised CMA Code of Corporate Governance
issued under CMA Circular 4/2015 dated 22 July 2015 (together the “Governance Code™. The
Repart is set out on pages 16 to 21.

Our engagement was undertaken in accordance with the International Standard on Helated
Services applicable to agreed-upon procedures engagements. The Procedures were performed
solely to assist the Shareholders in evaluating the Company's compliance with the Governance
Code, The Procedures we performed were as follows:

I. Cormoborated, as required, the mattzrs disclosed in the Report by reference fo: Audit
Committee and Board minutes of meetings held during the year ended 31 December 2016; and
relevant supporting Company records,

2 Confirmed that the Report discloses matters discussed in the Board of Director’s report an
review of the effectivencss of the Company’s systom of internal controls and that these matters
were reported by Company's internal auditor to the Audit Committee during the year ended 31
Dezember 2016.

3. Checked that the Report includes disclosures set out in Annexure 3 of the Code.

4. Checked whether matters, if any, reported in the Auditors® report on the financial
statements for the year ended 31 December 2016 relating to: Adequacy and efficacy of the
internal control systemns in place; going concemn considerations, and the adequacy of policies amd
procedures sel up by the Company were also included in the Auditor's presentation to the Audit
Committee,

5 Read the Minutes of Board and Audit Committee meetings during the year ended 31
December 2006 to confirm that any matiers of non-compliance with the Governance Code
mentioned therein are also mcluded in the Repont.

Az a result of performing the Procedures, we have no exceptions to roport.

Because the Procedures do not constitute either an audit or a review made in asccordance with
International Standards on Auditing or International Standards on Review Engagements, we do
not express any assurance on the Company's Corporate Governance Report. Had we performed
additional procedures or had we performed an audit or review of the Report in accordance with
International Standards on Auditing or Intemational Standards on Review Engagement, other
matters might have come to our attention that would have been reported o you, This report is
salely for the purpose sot forth in the second paragraph of the Company's Corporate Governance
Report, and for inclusion, with the Report, in the Company®s annual report, and is not to be used
for any other purpose. This report relates only to the Company's Corporate Governance Report
included in the Company's annual report for the yvear ended 31 December 2016 and doas not
extend to any financial statements or any other reports of the Company, taken as a whole.

25 Jenvury 2017 Paul Callaghan

KPMKG Lowes Gulf Likad t 3 rmeerioar am of 1@ KFMIG noowerk of m:rrm v, pliTbated veth
PG {"KPMG I°}, & Swins ontity. Al rosorvod.
KPMG - mmm-wnawmuawummummmmmm CHR. No. 1305366




Corporate Governance Report

In accordance with the Capital Market
Authority  (“CMA")  guidelines,  we
are pleased to present the Corporate
Governance Report of Shell Oman
Marketing ~ Company  sa0G  (“the
Company”) for the year ended December
31,2016. The Company's auditors, KPMG
has issued a separate Factual Findings
Report on the Company’s Corporate
Governance Report for the year ended
December 31, 2016.

Company’s Philosophy
Corporate Governance at Shell Oman
Marketing Company SAOG envisages
commitment of the Company towards the
aftainment of high levels of transparency,
accountability and business propriety
with the ultimate objective of increasing
long term shareholders value, keeping in
view the needs and interests of all other
stakeholders.

Shell Oman Marketing Company
SAOG is committed to adopting the best
global practices of Corporate Governance
and fully supports the code on Corporate
Governance issued by the CMA.

This Report has been prepared under the
Code of Corporate Governance for Public
Listed Companies, 2015 (“the Code”)

which the Company fully implemented by
July 2016.

Board of Directors

The Board comprises enfirely of Non-
Executive Directors [there were two
executive directors up to June 2016).
The present strength of the Board is
ten Directors comprising, five Shell
Nominated Non-Independent  directors
and  five  Independent
The Chairman and Directors are
accomplished professionals and experts
in their respective corporate fields,
ensuring proper direction and control of
the Company’s activities.

Directors.

At present all directors are either
shareholder or non-shareholder directors.
Shareholder directors represent a juristic
person owning at least 1,000 shares
in the Company. As per the Articles of
Association the general meeting has the
power fo increase the size of the Board
by up to two non-shareholder directors.

Adil Ismail AlRaisi, was the Managing
Director of the Company, up to
February 1, 2016 when he resigned
from the Company. He was replaced

by Mohammed Mahmood Al-Balushi
on February 2, 2016. However, as the

Shell Oman signing MoU for Shell Eco-marathon with Sultan Qaboos University.

Code prohibits the position of executive
director, Mohammed stepped down from
the Board on June 1, 2016 and assumed
the new position of Chief Executive
Officer (CEQ). His place on the Board
was taken by a Shell nominee, Ornuthai

Na Chiangmai.

Scott McDonald, the Finance Director
of the Company stepped down from the
Board on June 1, 2016 to conform to the
Code which requires all directors to be
non-executive. As a result he assumed
the new role of Chief Financial Officer
(CFQO). His place on the Board has been
taken by a Shell nominee, Faisal Waheed.

Juristic  shareholder,  Public ~ Authority
for Social Insurance (PASI), replaced
representative director, Saleh Nasser
Al Araimi with Ishaq Zayed Khalifa Al
Mawali with effect from January 5, 2016.

Functions of the Board

The Company in general complies with the
functions of the Board as per the Code.
With respect to the selection of the key
executives a selection process applied
within the Shell Group is used. The same
applies for evaluation of staff where a
comprehensive performance and appraisal
system of the Shell Group is implemented.




Process of Nomination of the
Directors

At the ordinary general meeting in March
2015, ten directors have been elected for
a period of three years. Juristic persons

have nominated eight directors. There are
arrangements for the filling of vacancies
by the Board itself on a temporary basis
and for the appointment of substitutes. The
Company has an induction programme

Entity Represented by Non-Independent Directors

Non Independent Director
Christopher Mark Breeze

for Directors, which covers the business
environment and the Company businesses
as well as specific corporate governance
elements (e.g. Code of Conduct and
confidentiality).

Entity Represented
Shell Petroleum NV, The Netherlands

Ornuthai Na Chiangmai

Shell Gas BY, The Netherlands

Mazhar Ud Deen

BV Petroleum Assurantie Maatschappij, The Netherlands

Faisal Waheed

B.V. Dordtsche Petroleum Maatschappij, The Netherlands

Amr Adel

Shell Overseas Investment BV, The Netherlands

Entity Represented by Independent Directors

Independent Director
Shabib Mohammed Al-Darmaki

Entity Represented

Civil Service Employees Pension Fund, Oman

Ishaq Zayed Khalifa Al-Mawali

Public Authority for Social Insurance (PASI), Oman

Juma Abdullah Khalfan Al-Khamisi

Ministry of Defence — Pension Fund, Oman

Ghalib Fawzy Salim Al Busaidi and Huda Abdullah Saleh Al-Habsi are Independent Directors and represent themselves.

During the year 2016, the Company held five Board meetings. The dates are January 27, April 27, July 27, October 26, and December 7,
2016. The infervals between the meetings are in line with the CMA required interval of a maximum of four months.

Director’s Attendance Record and Directorships held during the Financial Year 2016.

Board | Whether . e
. o A Directorship in other
Name of Director Position meetings | attended SAOG Combanies
attended | last AGM P

Christopher Mark Breeze Chairman, Board of Directors 4 Yes None
Shabib Mohammed Al Darmaki  Independent Director 5 Yes Alizz Islamic Bank SAOG
Ghalib Fawzy Salim Al Busaidi  Independent Director 5 Yes None
Adil Ismail Al Raisi Executive Whole-ime Managing Director 1 N/A None

(Resigned on February 1, 2016)
Mohammed Mahmood Executive Whole-ime Managing Director 1 Yes None
AlBalushi (From February 2 to 1 June 2016)
Ornuthai Na Chiangmai Non-Independent Director, 2 N/A None

(From June 2, 2016)
Mazhar Ud Deen Non-Independent Director 5 Yes None
Scott Michael McDonald Executive Whole-time Director (Finance) 2 Yes None

up fo June 1, 2016
Faisal Waheed Non-Independent Director, (From June 2, 3 N/A None

2016)
Amr Adel Non-Independent Director Yes None
Juma Abdullah Khalfan Independent Director 5 Yes Muscat Finance Co. Lid SAOG
AlKhamisi Oman Flour Mills Co SAOG
Huda Abdullah Saleh AlHabsi  Independent Director 5 Yes None
Saleh Nasser Al Araimi Independent Director Nil N/A Oman Fisheries Co SAOG;

(up to January 4, 2016) Bank Dhofar SAOG
Ishaq Zayed Khalifa Al-Mawali  Independent Director 5 Yes None

(From January 5, 2016)




Corporate Governance Report

The Board of Direcfors manages and
supervises the business and affairs of the
Company in a stewardship role. The day-to-
day management is delegated to the officers
of the Company. Any responsibilities that
have not been delegated to the officers or
to a committee of the Board remain with the
Board.

In order to facilitate proper governance
the following information amongst others is
provided to the Board:

m Review of operating plans of business,
capital budgets and updates;

m  Quarterly/annual  results  of  the
Company and its business segments;

m Quarterly performance on Health
Safety Security and Environment;

m Reports of fatal, serious accidents or
dangerous occurrences;

Directors fees and remuneration;

®  Minutes of the subcommittees of the
Board;

m  Material default in financial obligations
to or by the Company;

m  Issues involving possible public or product
liability claims of substantial nature;

m Any significant industrial relations
problems;

m  Senior management changes;

m Policies / procedures as are deemed
important to place before the Board;

Material notices of penalty and causes,
Non-compliance with any regulatory
requirements; and

m Related party transactions.

As required by Code the Board of Directors
has adopted Internal Regulations - these
include adoption of principles, policies,
procedures and practices for doing business
and conducting affairs that are commonly
used in the Shell Group. As part of this
Shell Group Statement of General Business
Principles, Health Safety Security, Code of
Conduct and Environment Policies are in
place. The Board in general is informed of
any changes advised by the Shell Group.

There have been no materially significant
related party fransactions,  pecuniary
transactions or  relationships  between
the Company and its Directors that may
have potential conflict of interest with the
Company at large during the period in

Details of Directors’ Remuneration
The details of directors remuneration for the year 2016 is as follows:

Name / Position

question. The Board has adopted a specific
Related Party Transaction procedure to
ensure compliance with the new Code.

Company Secretary

The Board Secretary is Lamees Al Lawati.
She records minutes of every Board meeting
whereby decisions are recorded and action
items are identified.

Remuneration Matters

Each non-executive director is awarded RO
800 as a sitting fee for every board meeting
and Annual General Meeting attended,
and RO 400 for every Audit Committee and
Nomination & Remuneration Committee
meetings attended. Annual remuneration is
awarded as long as the sum of sitting fees
does not exceed RO 10,000 and the total
remuneration does not exceed RO 15,000
per director. The total remuneration paid
to Non-Executive Directors for year ended
December 31, 2016 was RO 125,000.
Executive directors' are compensated
in their salary for service as a board
member; they did not receive any separate
remuneration or sitting fees.

Annual remuneration | Sitting Fees

(Rials) (Rials)

1 Christopher Mark Breeze CB, NRC 8,600 4,400
2 Shabib Mohammed Al-Darmaki AC 8,600 6,400
3 Adil Ismoil Al Rdisj - Nil* Nil*
Executive Whole-time Managing Director (up to February 1, 2016)
4 Mohommed Mchmood A|-Btc1|ushi Nil* Nil*
Executive Whole-ime Managing Director (From February 2, 2016 to June 1, 2016)
Ornuthai Na Chiangmai NRC 4,300 2,000
6 Mazhar Ud Deen 8,600 4,800
7 Scott Michcel Mchncld . . Nil* Nil*
Executive — Whole-time Finance Director (up to June 1, 2016)
8 Faisal Waheed AC 4,300 2,800
9 Amr Adel 8,600 4,000
10 Juma Abdullah Khalfan Al-Khamisi AC 8,600 6,400
11 Ghalib Fawzy Salim Al Busaidi NRC 8,600 5,200
12 Huda Abdullah Saleh Al-Habsi AC 8,600 6,400
13 Ishaq Zayed Khalifa Al-Mawali NRC 8,600 5,200
* Total 77,400 47,600

Legend: CB = Chairman, Board of Directors, AC = Member, Audit Committee, NRC = Member, Nomination & Remuneration Committee

(* A salaried key employee of the Company, covered under the top-five executives remuneration below)

1 The position of Executive Director was discontinued by the Company on June 1, 2016 to comply with the Code.
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Shell Oman winning OER Top 20 award

The total remuneration such as salaries,
benefits, bonuses, stock options, pension
contributions & perquisites paid to the
top five officers of the Company was RO
639,090 in 2016.

Audit Committee of the Board
The Audit Committee was reconstituted by
the Board in March 2015 in which they
appointed three independent directors.
Shabib Al-Darmaki who is an independent
Director is the Committee’s Chairman. The
committee held four meetings during 2016,
which have been minuted. Faisal Waheed
was nominated to the Committee in October
2016. Faisal joined Shell in 2013 and
he has over 18 years of leadership roles
in various companies. He is currently the
Finance Director of Shell Pakistan Limited.

The audit charter approved by the Board
includes the main responsibilities of the
Audit Committee as follows:

m Reviewing the annual audited financial
statements and the Auditors’ Report on
the statements prior to submission to
the Board for approval;

m Reviewing and approving the interim
financial statements prior to public
release and filing;

m Reviewing the scope of external and
internal audits;
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m Reviewing and discussing accounting and reporting policies and changes in accounting
principles;

B Assessing the effectiveness of the Company’s internal control systems and procedures,

and the process for identifying principal business risks;

Reviewing compliance with the Code of Conduct;

Reviewing legal matters with counsel;

Reviewing directors and officers expense and related party transactions; and

Meeting with the internal and external auditors independently of management of the Company.

Attendance record of the Audit Committee Members

Name of Director No. of meetings | Meetings attended

Shabib Mohammed Al-Darmaki 4 4
Juma Abdullah Khalfan AKhamisi 4 4
Huda Abdullah Saleh Al-Habsi 4 4
Faisal Waheed 1 1

Lamees Al Lawati, an executive of the Company is the Internal Audit Manager and she
reports to the Chairman of the Board Audit Committee.

Audit and Internal Control

In consultation with the Audit Committee, the Board of Directors recommended the
appointment of external auditors to the annual general meeting. The shareholders have,
therefore, appointed KPMG as auditors for the financial year 2016.

In accordance with the Corporate Governance Code, the services of KPMG are not used
where a conflict of interest might occur.

The Audit Committee has reviewed, on behalf of the Board, the effectiveness of internal controls
by meeting the internal auditor, reviewing the internal audit reports and recommendations
and meeting the external auditor, reviewing the audit findings report and the management
letter. The Audit Committee and the Board are pleased to inform the shareholders that,
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in their opinion, an adequate and effective
internal control system is in place.

Nomination & Remuneration
Commiittee (NRCO)

The Board of Directors established the
Nomination & Remuneration Committee in

July 2016.
NRCOs key responsibilities include:

m Establishing a remuneration & incentive
policy for Direcfors and Executive
Management;

m Defining bonus policy & scorecard that
establishes the basis for bonus payment
to Executive Management;

m Monitor the structure and level of
remuneration for Executive Monagemenr,'

m lead process for appointment of skilled
persons to the Board of Directors;

m Succession planning for Direcfors and
Executive Management;

m Assistin selecting highly skilled personnel
for the Executive Management;

NRCO operates within its terms of reference
issued by the Board of Directors in July 2016.

Attendance record of the
Committee Members
Name of
Director

Ghalib Fawzy
Salim Al Busaidi
(Committee
Chairman)

No. of | Meetings
meetings | attended

Ishaq Zayed
Khalifa AF-Mawali

Ornuthai Na
Chiangmai
Christopher Mark

Breeze

Annual General Meeting

The Company’s Annual report contains
written clarifications on each item on the
agenda of the Annual General Meeting
so that shareholders are suitably briefed
on matters that are to be discussed to
enable their effective participation thereat.
The Directors encourage shareholders
to attend and participate in the Annual
General Meeting. Questions posed are,
where possible, answered in detail either
at the General Meeting itself or thereafter.
Shareholders are  welcomed to  raise

queries by contacting the Company at any
time throughout the year and not just at the
General Meetings.

Means of Communication
with the Shareholders and

Investors

The Company has its own web site and all
vital information relating to the Company
and its performance, including quarterly
results, official press releases, annual
report and governance related policies
and procedures are posted on the web site
for all interested parties. The Company’s
website is www.shelloman.com.om

During the year the Chief Financial Officer
has had several meetings with banks,
fund managers and investment managers
to brief them about the Company’s
performance and field any questions that
they might have.

Financial Reporting

The Company presents quarterly public
financial announcements that include
details of the Company’s
performance and current issues and

business

concerns. As per legal requirements and
policy, quarterly and annual results of
Company's performance are published
in the leading newspapers in both Arabic
and English. The Directors review these
announcements at their Board Meetings
prior fo publication fo ensure that they are
accurate and present a clear assessment of
the Company’s affairs.

Further the Company entertains specific
meetings with analysts and shareholders,
upon requests, as appropriate.

Dividend policy

The Company's dividend policy is fo remit the
optimum amount of profit, in any operating
year, to shareholders. Several factors will
be considered whilst making this decision
viz. future investment plans, working capital
requirements, ability to borrow funds, and
other constraints. If, in accordance with the
business plans, funds and profits were likely
to be available the Company would like to
pay an interim dividend. In line with this
policy the Company, is expected to pay a
dividend for the year 2016, in April, 2017.

Market Price Data
Monthly High / low share price data for
financial year 2016.

A;:'l“éh High Low‘ Volume
January  2.000 1.965 392,825
February 1.965 1.950 302,568
March 1.950 1.900 57,921
April 1.905 1.860 164,603
May 1.905 1.860 185,904
June 1.900 1.860 123,635
July 1.900 1.900 59,295
August 1.900 1.900 5,602
September  1.900 1.900 3,368
October 1955 1.900 480,801
November 1.960 1.950 176,427
December 2.000 1.960 449,809

Performance in Comparison to Broad Based Index of MSM

Share Price Relative Performance
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Distribution of Shareholding

The Shell Group holds, through 5 wholly-owned Shell subsidiaries, 49 % of the shares,
whereas 51% of the shares are held by other investors and traded on the Muscat Security
Market. In line with the Commercial Companies Law and the Company’s Articles of
Association, 5,000,000 shares of the Company have a preferential characteristic, in that
they are multi vote shares. The Shell Group owning those multi-vote shares thereby is able
to cast 54,000,000 votes at the ordinary general meeting. This will not itself enable them to

control an Extraordinary General Meeting of the Company.

Shareholder Name

Major Shareholders (as on December 31, 2016)

No of

shares held

‘ Shareholding %

B.V. Dordltsche Pefroleum Maatschappij 20,000,000 20.0
Shell Overseas Investment BV 20,000,000 20.0
Civil Service Employees Pension Fund 9,720,814 9.7
Shell Petroleum NV 8,800,000 8.8
MOD Pension Fund 8,247,648 8.2

Specific Areas of Non-
compliance with the
Provisions of Corporate
Governance

The Company is pleased fo inform the
shareholders that it is in full compliance
with the Corporate Governance Code.

Details of Non-compliance
by the Company

There are no penalties or strictures imposed
on the Company by CMA/MSM or any
statutory authority during the period of this
report.

Professional Profile of the

Statutory Auditor
About KPMG

The shareholders of the Company appointed
KPMG as the Company's auditors for
the year 2016 in place of Deloitte who
completed their 4 year maximum term.

KPMG is a leading Audit, Tax and Advisory
firm in Oman and is a part of KPMG Lower
Gulf that was established in 1973. KPMG
in Oman employs more than 180 people,
amongst whom are 3 Partners, 5 Directors
and 24 Managers, including Omani
nationals. KPMG is a global network of
professional firms providing Audit, Tax
and Advisory services. KPMG operates in
152 countries and has around 189,000
people working in member firms around
the world. The independent member firms

of the KPMG network are affiliated with
KPMG International Cooperative (“KPMG
International”), a Swiss entity.

KPMG in Oman is accredited by the Capital
Market Authority (CMA) to audit joint stock
companies (SAOGs).

During the year 2016, KPMG billed an
amount of RO 16,140 towards professional
services rendered to the Company (RO
8,500 for audit and RO 7,640 for tax and

other services).

Acknowledgement by Board

of Directors

The Directors are required by the
Commercial Companies law 1974, as
amended, and the Capital Market Authority
Administrative Decision 5/2007 to prepare
financial statements for each financial year
which have been made out in accordance
with the International Financial Reporting
Standards  (“IFRS") to fairly reflect the
financial position of the company and its
financial performance during the relevant
financial period.

In preparing the financial statements, the
Directors have:

B selected suitable accounting policies
and applied them consistently;

B made judgments and estimates that
are reasonable and prudent;

B ensured  that ol applicable
accounting  standards have been
followed; and

B prepared financial statements on the
going concern basis as the Directors
have a reasonable expectation,
having made enquiries, that the
Company have adequate resources
to continue in operational existence
for the foreseeable future.

The Directors have responsibility for
ensuring that the Company keep
accounting  records  which  disclose
with reasonable accuracy the financial
position of the Company and which
enable them to ensure that the financial
statements comply with  Commercial
Companies Law of 1974, as amended.

The Board affirms its overall responsibility
for the Company’s systems of internal
controls and risk management, and for
reviewing the adequacy and integrity
of those systems. It should be noted,
however, that such systems are designed
to manage rather than eliminate the risk
of failure to achieve business objectives.
In addition, it should be noted that any
system can provide only reasonable, and
not absolute, assurance against material
misstatement or loss.
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Management Discussion and Analysis

Health, Safety, Security
& Environment (HSSE):

In 2016, the Company closed the year
with three recordable Lost Time Injuries
(L), all occurring in the first quarter
of the year. For the remainder of the
year, the focus was on returning the
Company to its previous years safety
achievements of zero LTI incidents
with personal safety behaviors being
the key focus area, especially where
it directly impacts road safety and
contractors’ safety. These multi-year
efforts were reflected on the significant
reduction that was achieved on the
number of Loss of Product Containment
Incidents, Fire Incidents, Robbery /
Assault Incidents, and Product Quality
Incidents when compared to recent

years.

The Company continued to focus on
strengthening Safety Behavior Culture
through building up the Self-caring,
caring for others and intervention

mindset, with a number of initiatives,

Shell Oman Safety Day 2016

such as Safety Day 2016, that aimed
at increasing awareness in that area.
The year also witnessed the rollout of
the “Zero Fire Incident” project that
introduced new technologies in service
stations, lubricants blending plant and
fuels depot to proactively mitigate the

risk of fire incidents.

Human Resources

People Attraction & Recruitment
In 2016, the Company ended the
year with 269 employees compared
with 267 in the previous year. The
Company sustained its commitment
towards Omanisation with 87% of the

roles performed by Omanis.

Shell Oman continued to identify
and recruit new Omani falent in a
competitive market. The annual Career
and Training Fair at Sultan Qaboos
University saw active participation by
the Company, where the Company
employees had an opportunity to share

their experiences with students and

create awareness about careers in

Shell Oman.

Learning & Development

The Company continues to demonstrate
its commitment to being a role model
for successful talent development
by investing in a number of human
resources and skills developmental
strategies to help the next generation
of Omani professionals realize their
potential through a variety of tools
such as scholarships for graduates,
individual development plans (IDP) for
employees, and supporting staff who
are assisted through the His Majesty
Sultan Qaboos bin Said scholarship

programmes.

learning and development of our
employees is a cornerstone of the
Company's business success and in
2016, the focus was on improving
the effectiveness of IDPs, and enhance
career and training discussions between

employees and line managers.
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Retail

Business Environment

Retail business remains the largest
revenue segment for the Company
maintaining its market leadership with
the motorists and commercial customers
adapting fo the increase in fuel price,
which has impacted the fuel demand
across the country compared to last
year. In 2016 the business continued
its: focus on providing customers
with  world class retail experience
delivering high quality products and
services through a wide spread Retail
network across all governorates. The
Retail business environment remained
challenging with evolving customer
needs, changing regulations and
expanding road infrastructure. Despite
the challenges, the business continued
with its long term investment program
to strengthen its retail footprint across
Oman to provide its customer with
convenient locations and a world class
customer experience, leveraging on

the Government continuing investments

on roads and strategic infrastructure
across the country.

Performance

Retail profitability continved to grow
with prior year investments in new
sites & upgrades tfo existing sites
together with continuous improvement
in customer experience remaining the
key drivers for the business. On key
performance indicators like Brand
Share of Preference and High Quality
Fuels perception, Shell Oman Retfail
emerged as a leader not only in Oman
market but also in Shell Group as seen
from the Global Customer Tracker, an
infernational market research managed

globally by the Shell Group.

In order to provide its customer with
convenient locations across the whole
of Oman, the business continued with
its multi-year investment programme
commissioning 6 sites during the
year bringing the number of sites to
180, while a number of further sites

are currently under construction with

The inauguration ceremony of deli CAFE ot Mawaleh Shell Service Station.

planned opening in early 2017. In
addition, a number of upgrade projects
including 7 “Knock Down and Rebuild”
projects were also delivered during the
year as part of the business focus to

upgrade our sites.

The contribution of our business partners
remains the driving force behind
consistently  delivering  operational
excellence and world class  retail
experience. Our commitment towards
the People Make the Difference Real
(PMTDR) (a Shell Group international
programme) has developed our
retailers as a key business partner
in ensuring the highest standards of
service at our sites. During 2016, the
top 3 Retailers represented Oman
in a ‘Shell Retail Smiling Star’ event
in Tokyo, held in the presence of the
best Shell retailers from more than 70

countries across the world.

The business, in order to optimize
value from the existing network and

to provide its customers an integrated




Mohammed Mahmood Al Balushi, Shell Oman CEO, interacting with a customer at Shell Service Station.

Retail experience continues its focus on
developing its Non-FuelRetail (NFR)
segment, introducing 1 further deli Café
coffee concept, 7 new convenience
stores and car care services such as
car wash and oil changes across its
Retail network. The Company’s renewed
interest in promoting lubricants within
the Retail business has also resulted in
an increase in the sale of lubricants at its

service stations compared to prior years.

Fleet Cards

penetration in the overall Refail business

business continued its

showing steady year on year volume
growth with many new customers signed
up during the year. The Company
leveraged on its upgraded Cards
Management System, allowing significant
improvement in its offer to Commercial
Fleet customers and  consequently
allowing the Company to significantly

grow its share in this segment.

Bulk Fuel business competitive pricing

environment  remained  challenging

with the changing market conditions,
however, the focus remains primarily
on higher margin opportunities through
the operations excellence and quality
service in Oman. The business achieved
some significant milestones in 2016,
retaining key customers with sustainable

margins and winning new customers.

The business throughout the year
launched a number of marketing

activities, with two major promotions

during the year including “Shell
Super Mileage Challenge” and
“#Journey2Remember”  aimed  at

raising the brand awareness and
educating motorists on safe and
efficient driving, which received an

excellent response from the customers.

Outlook

Retail business will continve to be the
largest revenue segment and a key
value driver for the Company in the long

term strategy. With the expected growth

in demand co-related with economic
development in the country, the business
will continue to provide its customers the
world class retail experience and will
respond to the challenges of evolving
market conditions, consumer trends,
and a highly competitive environment.
Strategic expansion of network footprint,
expansion of our NFR offer and
continuous improvement in enhancing
customer experience at sites will remain

key drivers for growth during 2017.

Commercial Lubes

Business Environment

2016 witnessed the end of several key
projects in the construction and oil &
gas sectors resulting in general demand
soffening for lubricants. Howe