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His Royal Highness Prince Khalifa His Majesty King Hamad His Royal Highness Prince Salman
bin Salman Al Khalifa bin Isa Al Khalifa bin Hamad Al Khalifa

The Prime Minister King of the Kingdom of Bahrain Crown Prince
Deputy Supreme Commander
Economic Development Board Chairman




His Royal Highness
Prince Khalifa bin Salman Al-Khalifa
The Prime Minister

Your Highness,

| am deeply honoured to present to you, and to

share with the people of Bahrain, this record of the
achievements of The Bahrain Petroleum Company B.S.C.
(Closed) for the year 2011.

The year presented several unexpected and
unprecedented challenges for the Company, from
sustained global economic turbulence and unpredictable
supply-demand dynamics in the oil and products
markets to the unfortunate events in the Kingdom of
Bahrain in the early part of the year.

Yet even in these contexts Bapco reported a satisfactory
financial performance for the year, healthy crude oil prices
and steadily improving refining margins lending strong
impetus for the Company’s long-term strategic plans. Also,
it achieved a record crude run in the month of November
averaging 271.3 mbpd, the highest ever crude run in the
current configuration.
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It is against this background that the theme of this
year's Annual Review: Energising the Future, was
conceived.

Indeed, Bapco is at the dawn of an exciting new era in
its history, which promises to deliver great benefits not
only for the Company but also the nation.

With a track record of strong financial performance and
operational excellence, it is now entrusted with a series
of major strategic investments worth billions of dollars
which will, in coming years, transform the Refinery from
merely world player to global leader, with an expanded
processing capacity and higher value product slate.

This bold strategic blueprint is expected to have tangible
effects on the real economy in terms of new revenue
streams as well as job creation, yet its scope is not
limited to the refining business.

Upstream initiatives - spearheaded by the Tatweer
Petroleum joint venture for which Bapco provides
technical support - are already enhancing oil and gas
output in the Kingdom'’s onshore and offshore fields,
and in 2011 significant incremental year-on-year output
increases were recorded which are helping meet
Bahrain’s long-term energy needs.

Every effort is also being made to guarantee long-term
national energy security and Bapco is helping propagate
other major projects to this effect, which will be
important elements in our modern nation.

One such project is a Liquefied Natural Gas (LNG)
receiving terminal for the Kingdom. Bapco provided
technical support to nogaholding for the project, for which
14 international companies were selected as potential
partners and invited to tender.

The tender includes options to construct an LNG terminal,
operate the terminal and supply LNG. The proposals
were evaluated in the second quarter of 2011 and eight
companies were invited for clarification meetings.

Managing the paradigm shifts taking place in the
Kingdom’s energy sector and within the Bapco
organisation itself is the responsibility of our dedicated
waorkforce, who have demonstrated time and again
their ability and willingness to step up to the mark,
even in the most trying of circumstances.

More than ever, the professional and personal
development of our most valuable asset is receiving our
utmost backing, and in 2011 we acknowledged their
unwavering loyalty with a one-off bonus as a token of
our appreciation.

It is our duty to recognise their loyalty and provide all
possible support to help them grow with the nation and
be a part of the modernisation drive in a united and
harmonious country.

As 3 national economic and social icon, Bapco also
elevated its engagement with local communities in
20711, As in previous years it made another striking
contribution to the inJAz mentoring programme, and
provided further support to scholars at home and
abroad, who are the future of the Company. Internally,
Bapco continued to prioritise the upskilling of its cadre,

particularly with a view to grooming the Company’s
future management executives.

20711 was also a year in which we witnessed organic
changes at senior management level. | would like to
place on record my deep gratitude to those executives
who have moved on for their efforts in reinforcing
Bapco’s position in a highly competitive and complex
world. They leave a rich legacy.

As the Company moves forward in a landscape of
challenges and opportunity, the traditional values which
have served it so well over the years will assume

even greater importance. | am also confident in the
organisation’s ability to adapt to future change.

Above all, as one of the largest and oldest companies in
the Kingdom of Bahrain, it is our duty to foster a spirit
of unity in the country, and forging relationships based
on trust, respect and integrity with all our stakeholders
must be our daily goal.

On behalf of the Bapco Board of Directors, management
and employees, | offer my wholehearted gratitude to
His Majesty the King, to Your Royal Highness, and to

His Royal Highness the Crown Prince for the support
given to all of us in Bapco as we seek to serve the
Government of Bahrain.

Dr. Abdul-Hussain bin Ali Mirza

Minister of Energy

Chairman of the National Qil and Gas Authority (Noga)
Chairman of the Board of Directors

The Bahrain Petroleum Company B.S.C. (Closed)
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Bapco’s objective of creating a world-class,
technologically-advanced and enerqy efficient refinery
producing high demand, high value products took a step
forward in 2011 with the approval by the Board of a
comprehensive long-term Strategic Plan.

The Plan, drawn up by the Company’s Strategic
Planning Council, lays out a developmental roadmap
and framework for several important projects to be
undertaken by Bapco in the coming years.

These projects are encapsulated in the Refinery Master
Plan, which aims to elevate the refinery into a globally-
competitive asset producing optimum quality ‘white
products” such as diesel and kerosene, while phasing
out low-value high sulphur fuel oil currently produced at
the Refinery, in line with future global demand patterns.

A key element in Bapco's long-term strategy in this regard
was inaugurated in November 2011 by His Royal Highness
the Prime Minister, Prince Khalifa bin Salman Al Khalifa.
Taking ultra low sulphur unconverted oil feedstock from
the recently-commissioned Low Sulphur Diesel Production
(LSDP) complex hydrocracker at the Refinery, the $430
million Lube Base Qil Plant (LBOP) has the capacity to
manufacture up to 400,000 tonnes per year of Group Il
Very High Viscosity Index (VHVI) Lubricant Base Oils.

These products meet next generation lubricant
performance and environmental standards and are in
increasing demand in Europe and North America. They
have the potential to enhance operating margins for the
Company, which has a 27.5 per cent share in the project.

During the year Bapco also conducted several studies,
from due diligence to financing options and decision risk
analysis, for the Refinery Master Plan, the development
cost of which is approximately $6.5 billion.

The studies culminated in November 2011 with
approval from the Board of Directors to upgrade the
Refinery configuration from a total production capacity
of 265,000 barrels per day (bpd) at present to a
potential 450,000 bpd. Work on upgrading the Refinery
will be completed in 2018-2019.

Bapco, under the umbrella of the National Qil & Gas
Authority (Noga), also made progress during the year
to address Bahrain'’s medium- to long-term natural gas
requirements. Fourteen international companies were
invited to submit bids for the Bahrain Liquefied Natural
Gas (LNG) Terminal Project, which includes options to build
and operate the LNG terminal as well as supply natural
gas. Proposals were evaluated in the second quarter of
2011 and eight companies were invited for clarification
meetings with Noga and Bapco, at which additional
commercial opportunities for LNG were identified.

The Company also advanced other strategic priority
outputs for 2011; namely: increased profitability;
improved cost efficiency and cost competitiveness;
image excellence; implementation of integrated OEMS
and the attraction and retention of a skilled, motivated
and productive workforce. Consequently within the five
priority outputs, 19 initiatives were developed during
the year for action up to 2017.

In keeping with its policy of seeking new business
opportunities, Bapco also identified several new
commercial opportunities during the year, which will
now be independently reviewed. The opportunities,
which include potential acquisitions, follow the findings
of an ongoing Structured Screening Study, initiated

by Bapco in 2010, as well as ‘random’ opportunities
received periodically from consultants.

Building a modern nation



In 3 year defined by unexpected and challenging
business conditions, Bapco returned an encouraging
financial performance as its decisive contribution to
national economic vitality remained undimmed.

As turbulent global oil markets and unrest in the
Kingdom in the early part of the year created
unprecedented uncertainty, the Company reaped higher
revenues which contributed to improved margins and
cash generated for the Kingdom.

Total sales revenues at Bapco were $10.22 billion,
exceeding by 29% the $7.92 billion budgeted. This was
chiefly due to favourable oil market prices through the
year, especially during the second half of the year.

With stronger demand on medium grade crudes Bapco
achieved higher premia on contractual volumes of crude
from Abu Safah, the offshore field in which Bahrain holds
an output equity share of 150,000 barrels per day (bpd)
with Saudi Arabia. An average sales price of $106,00 per
barrel was realised on the 54.7 million barrels exported,
up sharply from the $76.60 per barrel in 2010.

Gross refining margins were satisfactory at $7.49 per
barrel for the full year, translating into a $2.48 net margin
on every barrel of throughput. This was achieved despite
depressed margins in the first half of the year.

Sales volumes of refined petroleum products reached
95.3 million barrels barrels, against 99.9 million barrels
in 2010, although this exceeded the 94.47 million barrels
budgeted. Exports fell to 82.7 million barrels against 85.6
million barrels in 2010 due to planned shutdowns during
the year.
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As in 2010, the Middle East (mainly GCC countries)
accounted for the highest share of total sales

(48.5%), followed by Africa (almost 17%), the Far East
(15%), Europe (9%), the Indian subcontinent (6%) and
South East Asia (4%).

Diesel and jet fuel constituted approximately 55% of
sales. This was followed by fuel oil (21%) sold mainly
to the Middle East bunker market, and naphtha (18%),
sold mostly to Asian petrochemical manufacturers.

Some 63% of Bapco’s total sulphur sales of 121,248
metric tons was exported to the Indian subcontinent,
followed by Southeast Asia (19%) and Africa, the Far
East and the Middle East (18%).

The first shipment of Group Ill base lube oil under the

joint venture agreement between Bapco (27.5%), The
0il and Gas Holding Company (nogaholding) (27.5%)

and Neste Oil Finland (45%) was successfully lifted on
28 November, destined for Europe.

On the domestic front, the total volume of local refined
product sales amounted to eight million barrels, led by
high octane (Mumtaz) gasoline (36% of sales), diesel
(28%) and low octane (Jayyid) gasoline (21%).

() miooteeast 485% [ AFRICA 16.8%

(J easoi31.8% W KERO/JET 23.8% [ ] FUEL OIL 21.4%

& NapHTHA 17.9% BB AsPHALT 2.4% [ LPG 1.1% () raREAST 14.9% @ EUROPE 9.2%

@ casouneo.s% [ sutpHur 0.6% B LuBE 0.1%* B inDIAN suBCONTINENT 6.3% B SOUTH EAST ASIA 4.2%

“ BAPCO share only
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campaign to raise awareness among employees  Bapco’s Annual EHS Awards Ceremony was also
of the programme’s aims and opportunities. held under the patronage of His Excellency

the Minister of Energy and Bapco chairman Dr
To support Osool Bapco, the team assigned to Abdul Hussain bin Ali Mirza, at which awards
propagate Bapco's Operation Excellence Management — were presented to different departments

Stepping up to
Z1 therhina P

Bapco’s workforce and third-party
contractors stepped up to the plate
in 2011 to ensure a safe and healthy
waorking environment for all, as the
Company’s rigorously embedded EHS
culture paid further dividends.

Among key milestones achieved during
the year were one million employee
hours without lost time incident (LTI)
achieved on 11 April; three million
employee hours without LTI achieved on
20 May; and one million employee hours
without LTI achieved on 28 July. On project
sites, ten million employee hours without
LTI was achieved by the Lube Base Oil
Plant (LBOP) Project team in December.

Meanwhile, the Refinery Division's

0il Storage and Export Department
completed 2011 with zero LTI, NLTI
and First Aid injuries, a tremendous
achievement for a Risk Category 1

department which reflects Bapco’s EHS
culture and values. Furthermore, Bapco's
Engineering and Major Engineering
Projects divisions, which operate in Risk
Category 2, recorded a totally injury-free
year, the first since 2005.

These figures were achieved against

a background of one of the biggest
shutdowns in the Company’s history in
early 2011, with associated operational
challenges.

Closely aligned with its well established
Four Keys to Safety campaign and to
further entrench health and safety
issues in the psyche of all employees,
Bapco rolled out in July the ‘Osool
Bapco’ programme, which set out

10 guidelines and practices to be
followed by employees at their work
place. Rollout was followed by a
vigorous/Company-wide publicity

System (OEMS) - which aims to improve process
performance and sustain world class performance
effectively across the Bapco businesses - conducted
surveys and delivered presentations to different

departments on demand. Furthermore self-
assessment, verified by the OEMS team, was

conducted by every department in the Company to
determine the current status of their achievements.

and contractors in recognition of their safety
performance in 2010.

Other notable related highlights in the year
included:

A total of 20 internal integrated audits were

conducted, and two external audits in June
and November;

Thirty-two ergonomic assessments were
conducted;

A hand safety campaign launched in
February resulted in a reduction in hand-
related injuries;

A Major Incident Procedure (MIP) exercise to
test the Company’s readiness and procedure

to deal with incidents was successfully
conducted on 21 December.

Building a modern nation
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Community initiatives which foster unity and improve
the lives of Bahraini citizens is a prime driver of Bapco’s
corporate philosophy.

During the year the Company accelerated its obligations
in this regard, helping inspire new and existing
community programmes and support deserving
charities, while sponsoring several local sporting and
business events.

In total, the Company donated US$899,240 to worthy
causes in Bahrain.

In addition, a BD100,000 (US$265,000) donation was
made to the Crown Prince’s International Scholarship
Programme (CPISP), the fifth instalment of Bapco's
overall BD500,000 commitment as CPISP Gold Sponsor,
through which the Company provides internship and
training opportunities to CPISP students.

Bapco also continued its practical support for students
enrolled on inJAz Bahrain, a national activity-based
programme which equips young Bahrainis with personal
and professional life skills. The Company assigned
employee volunteers to deliver presentations in

schools, in addition to welcoming students at local trade
exhibitions and conferences at which Bapco participated.

Meanwhile the Bapco Scholars Enhanced
Learning (BASEL) pilot programme, launched in
late 2010, provided training to 26 students to
bridge the gap between academic programmes
and required workplace skills.

In addition to organising visits to schools

to promote health & safety awareness,
environmental projects, training programs and
on-going Company projects, Bapco hosted
several public and private school groups with
the aim of familiarising students with the
Company’s prominent community welfare role.
Coordinated with the Ministry of Education

the visits - the largest of their kind in Bahrain

- incorporated the Qil Museum, First Qil Well, Jabal Al
Dukhan, her Royal Highness Princess Sabeeka Park,
Awali Library and Dar Al Nakheel, also in Awali.

Community development projects extended beyond the
education field..

In August, Bapco launched its largest-ever nationwide
charity campaign to assist the needy during the holy
month of Ramadan, donating medical equipment,
buses, wheelchairs, computers and other items to
various societies in Bahrain.

The Company also helped cover operating expenses for
the Middle4 Youth Society to promote youth welfare.
Al Areen Wildlife Park and American Mission Hospital
were also among beneficiaries, while sponsorship of
both the second Bahrain International Air Show and
Bahrain International Circuit (BIC) was renewed. Bapco
also donated BD10,000 to support the prestigious GCC
Athletics Championship - hosted by the Kingdom.

Harnessing the power of social media to reach out to
diverse communities in Bahrain and overseas, Bapco
launched Facebook and Twitter pages during the year,
generating positive feedback from the online community.

Building a modern nation
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Beacon of
environmental
stewardship

As a pillar of national socio-economic
development, it is incumbent upon
Bapco to be a multi-faceted pacesetter,
not least in terms of environmental
stewardship.

The Company’s ‘green’ credentials were
further reinforced in 2011, with priority
once again given to several strategic
investments and initiatives to minimise
the effects of its operations on the land,
sea and air.

Detailed engineering and procurement
activities advanced at the $120 million
Waste Water Treatment Plant (WWTP),
with completion anticipated in the fourth
quarter of 2012.

Procurement and construction also began
on a Carbon Dioxide Recovery Plant near

BAPCO Annual Review 2011

Bapco Refinery being developed on a
build, own and operate basis by local
industrial company Yateem Oxygen.

As of year-end, detailed engineering

of the plant; which will have an initial
capacity to capture and recover 200
metric tons of carbon dioxide per day
from a carbon dioxide-rich feed from
the Refinery’s No.1 Hydrogen Plant
currently vented to atmosphere; neared
completion. Commissioning is expected
in the second quarter of 2012, after
which the plant will convert a waste
stream into a valuable product, while
reducing fossil fuel consumption.

In keeping with Bapco’s commitment
to promoting clean, renewable and
sustainable energy resources, the Board
of Directors approved in October the

LA
e

construction of a $25 million pilot solar power plant
in Awali township.

The initiative, driven by Noga and supported by
Bapco and other relevant agencies in the Kingdom,
will have an electricity generating capacity of 3

to 5SMW. Depending on results of the pilot, the
concept could eventually be extended nationwide,
potentially generating 300MW by 2020 and
inspiring solar energy research and development.

The year also saw several other notable
environment related achievements:

* Bapco was re-certified to 1ISO 14001:2004 for
a further three years following a November
audit by Bureau Veritas. Meanwhile, a seventh
five-yearly marine assessment was conducted in

October by Swedish experts to monitor changes
in the marine environment, and also establish
a base line prior to the commissioning of the
WWTP and sewage treatment plant;

A number of hazardous waste streams from the
Refinery were removed and treated or sent for
re-cycling;

In September, a ‘Refinery Environmental District’
encompassing the WWTP and RGDP [Refinery
Gas Desulphurisation Plant] , was officially
opened;

The Company also delivered a number

of presentations at local and regional
environmental conferences, further underlining
Bapco's environmental leadership role.

Building a modern nation 19
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Bapco has long recognised the value of empowering its
workforce with higher knowledge and expertise to help
it deliver on its strategic business objectives.

In this regard, the Company coordinated and enacted a
range of professional development initiatives during the
year via Masaar, its Learning Management System.

A total of 589 requests for external learning were
processed and 1,785 employees completed internal
courses under Masaar, covering technical and
operational training, management and supervisory
development, communications and information
technology skills development. Such is the success of
Masaar that it will be extended to include competency
framework-based Individual Development Programmes,
Compliance Certifications and e-Learning courses.

An array of training programmes were completed
during the year with the objective of upskilling
employee capabilities across all disciplines and
competency levels.

To address the Company’s future management and
supervisory skills requirements and groom the next
generation of Bapco leaders, the highly acclaimed suite

of ILM (Institute of Learning Management) programmes
were, as in previous years, offered to selected employees.

More than 40 staff graduated in 2011 from both ILM
Level 2 Certificate in Team Leading and ILM Level 3
Certificate in Management and Programmes, widely
acknowledged as one of the most effective leadership
development programmes of its kind in the region
thanks to its innovative blended learning approach.

The Company provided classroom training in Bapco-specific
IT and information systems, including EMPAC, Meridium,
TAA and Audit/CAPA systems to a select group.

Meanwhile, 213 employees attended in-house English
language courses, of whom 177 were successful in
their post-course tests. Communication skills, including
English language development, and business report
writing, is considered an important aspect of employee
development at Bapco , with validation through
external, globally-recognised examinations at different
stages in the programme, from Basic to Advanced.

Industrial Training and Work Experience

As part of its corporate social responsibility obligations
and as a major contributor to national economic wealth,
Bapco continued to support the personal and career
development of young Bahraini nationals.

A total of 299 university and technical school students
took advantage of placements with the Company, gaining
valuable work experience as part of their studies.

Scholarships

Collectively, Bapca’s employee and graduate scholarship
programmes are instrumental in ensuring a ready
supply of well qualified Bahrainis to help spearhead the
Company’s future operations and growth.

By the year-end, Bapco had 24 employee scholars
studying in Bahrain and overseas, in addition to 23
overseas graduate scholars and 26 local graduate scholars.

The Company’s overseas graduate scholarships
programme was expanded to include mechanical
engineering, systems control engineering, and
accounting and finance disciplines. This brings to seven
the number of scholarship disciplines offered annually
by Bapco at leading academic centres in Europe, USA
and Australia. Meanwhile, three scholarship disciplines
were offered in 2017 in Bahrain.

Bapco’s unwavering support for the higher education

of its employees’ children continued, with 360
scholarships in place.

Building a modern nation
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Drivers
of change

As one of the main proponents of the
Kingdom of Bahrain's Economic Vision
2030, Bapco will continue to spearhead
sustainable schemes which pre-empt
international market trends, enhance
process productivity and efficiency and, as
a responsible corporate citizen, minimise
the environmental impact of its operations.

The Company is currently implementing a
comprehensive investment programme -
one of the largest in the country’s history
- which will see it transformed into one
of the world’s most sophisticated refiners
and a significant upstream player,
injecting valuable new revenue streams
into the national economy by 2018.

At the heart of this programme is the
Refinery Master Plan. This $6.5 billion,
multi-dimensional project will ultimately
create a refinery reflecting technological
excellence, well ahead of the curve in
terms of product slate and establishing
Bahrain as a highly competitive global
refining hub.

Some of the principal objectives of the
Plan are to manufacture higher value
products and eliminate ‘bottom of the
barrel’ fuel oil production; shift from
being a price taker to a sophisticated
trader to increase revenue; and diversify
the business by stepping up oil and gas
developments and identifying long-term
overseas supply options for the Kingdom.

Work to upgrade the Kingdom’s refining
capabilities is due to begin in 2012, with
basic engineering followed by Front End
Engineering Design (FEED) in 2013. New
units are expected on stream by 2018.

Meanwhile, all approvals necessary for
the new A-B pipeline project, which will
replace the existing crude oil pipeline
from Saudi Arabia to Bahrain, have been
obtained, and work is expected to start
in 2012.

Bapco is also working closely with
nogaholding regarding the selection of an
optimum solution for importing Liquefied
Natural Gas (LNG) into the Kingdom to
meet the nation’s future energy needs.

Meanwhile work which began this year
on a $6.2 million Gas Distribution Station
at Hidd Industrial Area is expected to start
supplying up to 118 million standard cubic
feet per day of gas to various industrial

parks on the island of Muharraq from 2012.

Strategic investments at Bapco will not
only create additional jobs internally, but
also invigorate supporting industries such
as construction and material supplies,

in keeping with the Company’s role as
broad economic driver.

Yet while technologies drive processes,
the responsibility for delivering change
while achieving operational excellence and

maximising performance levels will continue to rest
with Bapco’s workforce. As the Company undergoes
a quantum leap in the coming years, its specialist
expertise requirements will grow.

Ensuring skills are commensurate with operational
requirements will become even more vital, and
in this regard Bapco is committed to identifying
and grooming the next generation of executive
managers, technocrats, engineers, and other

human resource assets via scholarship programmes
and business-specific training schemes.

Finally, the Company plans to step up its service

to the community at large, to be a better
‘neighbour’, and to act as a unifying force for good
in the Kingdom of Bahrain. By fostering closer
engagement with the people of Bahrain through
philanthropic endeavours Bapco hopes to deliver
real long-term benefit for all.

Building a modern nation
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