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SAUDI ARABIAN OIL COMPANY

(incorporated as a joint stock company under the laws of the Kingdom of Saudi Arabia)

Global Medium Term Note Programme

Saudi Arabian Oil Company (the “Issuer”) has established a Global Medium Term Note Programme (the “Programme”),
pursuant to which it may from time to time issue notes (the “Notes”) denominated in any currency agreed with the relevant
Dealer(s) (as defined below). The Notes will be constituted by and have the benefit of a trust deed dated 1 April 2019 (as may
be supplemented, amended or restated from time to time, the “Trust Deed”), between the Issuer and Citibank N.A., London
Branch (the “Trustee”, which term shall include any successor trustee under the Trust Deed).

Application has been made (i) to the Financial Conduct Authority (the “UK Listing Authority”) under Part VI of the
Financial Services and Markets Act 2000, as amended (the “FSMA”), for Notes issued under the Programme during the
period of 12 months from the date of this Base Prospectus to be admitted to the official list of the UK Listing Authority (the
“Official List”) and (ii) to the London Stock Exchange plc (the “London Stock Exchange”) for such Notes to be admitted to
trading on the London Stock Exchange’s Regulated Market (the “Regulated Market”). References in this Base Prospectus to
Notes being “listed” (and all related references) shall mean that such Notes have been admitted to the Official List and have
been admitted to trading on the Regulated Market. The Regulated Market is a regulated market for the purposes of Directive
2014/65/EU, as amended (“MiFID II”). Notice of the aggregate nominal amount of, interest (if any) payable in respect of, the
issue price of, and the completion of certain other terms and conditions which are applicable to, each Tranche (as defined
below) of Notes will be set forth in a final terms (the “Final Terms”), which, in order for Notes to be admitted to the Official
List and to be admitted to trading on the Regulated Market, will be delivered to the UK Listing Authority and to the London
Stock Exchange on or before the date of issue of the Notes of such Tranche.

AN INVESTMENT IN THE NOTES INVOLVES RISKS. SEE “RISK FACTORS”.

The Notes have not been and will not be registered under the U.S. Securities Act of 1933, as amended (the “Securities Act”).
Notes may be offered and sold (i) within the United States to qualified institutional buyers (“QIBs”) (as defined in Rule 144A
under the Securities Act (“Rule 144A”)), in reliance on the exemption from registration provided by Rule 144A
(“Rule 144A Notes”) and (ii) outside the United States to non-U.S. persons in offshore transactions in reliance on
Regulation S (“Regulation S) under the Securities Act (“Regulation S Notes”). Prospective purchasers are hereby notified
that sellers of Notes may be relying on an exemption from the provisions of Section 5 of the Securities Act provided by Rule
144A.

The minimum denomination of any Notes issued under the Programme shall be €100,000 (or its equivalent in any other
currency as at the date of issue of the relevant Notes). Subject thereto and in compliance with all applicable legal, regulatory
or central bank requirements, Notes will be issued in such denominations as may be specified in the applicable Final Terms.

The Issuer has been assigned a long-term issuer rating of A1 by Moody’s Investors Service Limited (“Moody’s”) and A+ by
Fitch Ratings Limited (“Fitch”). The Programme has been assigned a rating of A1 by Moody’s and A+ by Fitch. Each of
Moody’s and Fitch is established in the European Economic Area and is registered under Regulation (EC) No. 1060/2009, as
amended (the “CRA Regulation™). As such, each of Moody’s and Fitch is included in the list of credit rating agencies
published by the European Securities and Market Authority (“ESMA”) on its website in accordance with the CRA
Regulation. Notes issued under the Programme may be rated or unrated. Where an issue of Notes is rated, the applicable
rating(s) will be specified in the applicable Final Terms. Such rating will not necessarily be the same as the rating assigned to
the Issuer by the relevant rating agency. A credit rating is not a recommendation to buy, sell or hold securities and may be
subject to suspension, reduction or withdrawal at any time by the assigning rating agency.

Amounts payable under the Notes may be calculated by reference to either LIBOR or EURIBOR, which are provided by ICE
Benchmark Administration Limited (“ICE”) and the European Money Markets Institute (the “EMMI”), respectively. As at
the date of this Base Prospectus, ICE and the EMMI do not appear on the register of administrators and benchmarks
established and maintained by ESMA pursuant to Article 36 of Regulation (EU) 2016/1011 (the “Benchmark Regulation”).
As far as the Issuer is aware, the transitional provisions in Article 51 of the Benchmark Regulation apply, such that ICE and
the EMMI are not currently required to obtain authorisation or registration.

Arrangers and Dealers

J.P. Morgan Morgan Stanley

Dealers

Citigroup Goldman Sachs HSBC NCB Capital Company
International



This Base Prospectus should be read and construed together with any supplements hereto and, in relation to any
Tranche of Notes, should be read and construed together with the applicable Final Terms. This Base Prospectus
comprises a base prospectus for the purposes of Article 5.4 of the Prospectus Directive. The expression
“Prospectus Directive” means Directive 2003/71/EC, as amended or superseded, and includes any relevant
implementing measure in any relevant Member State of the European Economic Area.

The Notes may be issued on a continuing basis to one or more of the Dealers specified under “Overview—
Overview of the Programme” and any additional Dealers appointed under the Programme from time to time by
the Issuer (each, a “Dealer” and, together, the “Dealers”), which appointment may be for a specific issue of
Notes or on an ongoing basis. In the context of a discussion of an issue of a particular Tranche of Notes,
reference in this Base Prospectus to “relevant Dealer” or “relevant Dealers” shall be to the Dealer or Dealers
agreeing to subscribe for the particular Tranche of Notes.

As used herein, “Tranche” means Notes which are identical in all respects (including as to listing and admission
to trading) and “Series” means a Tranche of Notes together with any further Tranche or Tranches of Notes which
(a) are expressed to be consolidated and form a single series and (b) have the same terms and conditions or terms
and conditions which are the same in all respects save for the amount and date of the first payment of interest
thereon and the date from which interest starts to accrue.

The language of this Base Prospectus and the Final Terms in respect of any Tranche of Notes is English. Certain
legislative references and technical terms have been cited in their original language in order that the correct
technical meaning may be ascribed to them under applicable law.

No person has been authorised to give any information or to make any representation not contained in or not
consistent with this Base Prospectus or any other document entered into in relation to the Programme or any
information supplied by the Issuer or such other information as is in the public domain and, if given or made,
such information or representation should not be relied upon as having been authorised by the Issuer, the Trustee
or any Dealer or the Registrar, the Exchange Agent, any Paying Agent, any Transfer Agent or the Calculation
Agent (collectively, the “Agents™).

Neither this Base Prospectus nor any other information supplied in connection with the Programme or any Notes
should be considered as a recommendation by the Issuer, the Trustee, the Dealers, the Arrangers or the Agents
that any recipient of this Base Prospectus, or any other information supplied relating to the Programme or any
Notes, should purchase any Notes. Each investor contemplating purchasing any Notes should make its own
independent investigation of the financial condition and affairs, and its own appraisal of the creditworthiness, of
the Issuer. Neither this Base Prospectus nor any other information supplied in connection with the Programme or
the issue of any Notes constitutes an offer or invitation by or on behalf of the Issuer or any of the Trustee, the
Dealers, the Arrangers, the Agents or any other person to any person to subscribe for or to purchase any Notes in
any jurisdiction where such offer or invitation is prohibited.

No representation or warranty is made or implied by the Trustee, the Dealers, the Arrangers, the Agents or any of
their respective affiliates, and none of the Trustee, the Dealers, the Arrangers, the Agents nor any of their
respective affiliates makes any representation or warranty or accepts any responsibility as to the accuracy or
completeness of the information contained in this Base Prospectus. Neither the delivery of this Base Prospectus
or any Final Terms nor the offering, sale or delivery of any Note shall, in any circumstances, create any
implication that the information contained in this Base Prospectus is true subsequent to the date hereof or the date
upon which this Base Prospectus has been most recently amended or supplemented or that there has been no
adverse change, or any event reasonably likely to involve any adverse change, in the condition (financial or
otherwise) of the Issuer since the date hereof or, if later, the date upon which this Base Prospectus has been most
recently amended or supplemented, or that any other information supplied in connection with the Programme is
correct at any time subsequent to the date on which it is supplied or, if different, the date indicated in the
document containing the same.

Furthermore, none of the Issuer, the Trustee, the Dealers, the Arrangers or the Agents makes any representation
about the treatment for taxation purposes of payments or receipts in respect of any Notes received by any
Noteholder. Each investor contemplating acquiring Notes under the Programme must seek such tax or other
professional advice as it considers necessary for the purpose.



Each potential investor in Notes must determine the suitability of that investment in light of its own
circumstances. In particular, each potential investor should:

* have sufficient knowledge and experience to make a meaningful evaluation of Notes, the merits and risks of
investing in Notes and the information contained or incorporated by reference in this Base Prospectus and
any applicable supplement;

* have access to, and knowledge of, appropriate analytical tools to evaluate, in the context of its particular
financial situation, an investment in Notes and the impact Notes will have on its overall investment
portfolio;

* have sufficient financial resources and liquidity to bear all of the risks of an investment in Notes, including
Notes with principal or interest payable in one or more currencies, or where the currency for principal or
interest payments is different from the potential investor’s home currency;

e understand thoroughly the terms of Notes and be familiar with the behaviour of any relevant indices and
financial markets; and

* be able to evaluate (either alone or with the help of a financial advisor) possible scenarios for economic,
interest rate and other factors that may affect its investment and its ability to bear the applicable risks.

Some Notes may be complex financial instruments. Sophisticated institutional investors generally do not
purchase complex financial instruments as stand-alone investments. They purchase complex financial
instruments as a way to reduce risk or enhance yield with an understood, measured, appropriate addition of risk
to their overall portfolios. A potential investor should not invest in Notes which are complex financial
instruments unless it has the expertise (either alone or with a financial advisor) to evaluate how such Notes will
perform under changing conditions, the resulting effects on the value of Notes and the impact this investment
will have on the potential investor’s overall investment portfolio.

The investment activities of certain investors are subject to applicable legal investment laws and regulations, or
review or regulation by certain authorities. Each potential investor should consult its legal advisors to determine
whether and to what extent (i) Notes are legal investments for it, (ii) Notes can be used as collateral for various
types of borrowing and (iii) other restrictions that apply to its purchase or pledge of any Notes. Financial
institutions should consult their legal advisors or the appropriate regulators to determine the appropriate
treatment of Notes under any applicable risk based capital or similar rules.

The distribution of this Base Prospectus, any supplement and any Final Terms and the offering, sale and delivery
of the Notes in certain jurisdictions may be restricted by law. Persons into whose possession this Base
Prospectus, any supplement or any Final Terms comes are required by the Issuer and the Dealers to inform
themselves about and to observe any such restrictions. For a description of certain restrictions on offers, sales and
deliveries of Notes and on the distribution of this Base Prospectus, any supplement or any Final Terms and other
offering material relating to the Notes, see “Transfer Restrictions” and “Subscription and Sale”.

This Base Prospectus may be communicated solely to (A) persons outside the United Kingdom or (B) persons
inside the United Kingdom who are (i) persons with professional experience in matters relating to investments
falling within Article 19(5) of the Financial Services and Markets Act 2000 (Financial Promotion) Order 2005, as
amended (the “Order”), (ii) high net worth entities, and other persons to whom it may lawfully be
communicated, falling within Article 49(2)(a) to (d) of the Order or (iii) persons to whom an invitation or
inducement to engage in investment activity (within the meaning of Section 21 of the Financial Services and
Markets Act 2000, as amended) in connection with the issue or sale of any securities of the Issuer may otherwise
lawfully be communicated or caused to be communicated (all such persons in (A) and (B) above being “relevant
persons”). Any investment activity to which this communication relates will only be available to and will only
be engaged with relevant persons. Any person who is not a relevant person should not act or rely on this
communication.

THE NOTES HAVE NOT BEEN APPROVED OR DISAPPROVED BY THE U.S. SECURITIES AND
EXCHANGE COMMISSION (THE “SEC”), ANY STATE SECURITIES COMMISSION IN THE
UNITED STATES OR ANY OTHER U.S. REGULATORY AUTHORITY, NOR HAVE ANY OF THE
FOREGOING AUTHORITIES PASSED UPON OR ENDORSED THE MERITS OF THE NOTES OR
THE ACCURACY OR THE ADEQUACY OF THIS BASE PROSPECTUS. ANY REPRESENTATION
TO THE CONTRARY IS A CRIMINAL OFFENCE IN THE UNITED STATES.

ii



MIFID IT PRODUCT GOVERNANCE / TARGET MARKET

The Final Terms in respect of any Notes may include a legend entitled “MiFID II Product Governance”, which
will outline the target market assessment in respect of the Notes and which channels for distribution of Notes are
appropriate. Any person subsequently offering, selling or recommending Notes (a “distributor”) should take into
consideration the target market assessment; however, a distributor subject to MiFID II is responsible for
undertaking its own target market assessment in respect of Notes (by either adopting or refining the target market
assessment) and determining appropriate distribution channels.

A determination will be made in relation to each issue of Notes whether, for the purpose of the product
governance rules under EU Delegated Directive 2017/593 (the “MiFID Product Governance Rules”), any
Dealer subscribing for any Notes is a manufacturer in respect of such Notes, but otherwise neither the Arrangers
nor the Dealers nor any of their respective affiliates will be a manufacturer for purposes of the MiFID Product
Governance Rules.

NOTICE TO EEA RETAIL INVESTORS

Unless the Final Terms in respect of any Notes specifies the “Prohibition of Sales to EEA Retail Investors” as
“Not Applicable”, the Notes are not intended to be offered, sold or otherwise made available to, and with effect
from such date, should not be offered, sold or otherwise made available to any retail investor in the European
Economic Area (“EEA”). For these purposes, a retail investor means a person who is one (or more) of: (i) a retail
client, as defined in point (11) of Article 4(1) of MiFID II; or (ii) a customer within the meaning of Directive
2002/92/EC, where that customer would not qualify as a professional client, as defined in point (10) of Article
4(1) of MiFID II. Consequently, no key information document required by Regulation (EU) No. 1286/2014 (the
“PRIIPs Regulation”) for offering or selling the Notes or otherwise making them available to retail investors in
the EEA has been prepared and therefore offering or selling the Notes or otherwise making them available to any
retail investor in the EEA may be unlawful under the PRIIPs Regulation.

STABILISATION

In connection with the issue of any Tranche of Notes, the Dealer or Dealers (if any) named as the Stabilising
Manager(s) (or persons acting on behalf of any Stabilising Manager(s)) in the applicable Final Terms may
overallot Notes or effect transactions with a view to supporting the market price of the Notes at a level higher
than that which might otherwise prevail. However, stabilisation may not necessarily occur. Any stabilisation
action may begin on or after the date on which adequate public disclosure of the terms of the offer of the relevant
Tranche of Notes is made and, if begun, may cease at any time, but it must end no later than the earlier of 30 days
after the issue date of the relevant Tranche of Notes and 60 days after the date of the allotment of the relevant
Tranche of Notes. Any stabilisation or over allotment must be conducted by the Stabilising Manager(s) (or
person(s) acting on behalf of any Stabilising Manager(s)) in accordance with all applicable laws, regulations and
rules.

ADDITIONAL INFORMATION

The Issuer is not required to file periodic reports under Section 13 or 15(d) of the U.S. Securities Exchange Act
of 1934, as amended (the “Exchange Act”). For so long as the Issuer is not a reporting company under
Section 13 or 15(d) of the Exchange Act or exempt from reporting pursuant to Rule 12g3-2(b) thereunder, the
Issuer will, upon request, furnish to each holder of Notes that are “restricted securities” (within the meaning of
Rule 144(a)(3) under the Securities Act) and to each prospective purchaser thereof designated by such holder
upon request of such holder or prospective purchaser, in connection with a transfer or proposed transfer of any
Rule 144A Notes, the information required to be delivered pursuant to Rule 144A(d)(4) under the Securities Act.
As long as the relevant Notes are represented by a Rule 144A Global Note (as defined herein), for the purposes
of this paragraph, the expression “holder” shall be deemed to include account holders in the clearing systems
who have interests in the relevant Rule 144A Global Note.

NOTICE TO RESIDENTS OF THE KINGDOM OF SAUDI ARABIA

This Base Prospectus may not be distributed in Saudi Arabia except to such persons as are permitted under the
Rules on the Offer of Securities and Continuing Obligations issued by the Capital Market Authority of the
Kingdom of Saudi Arabia (the “CMA”). The CMA does not make any representations as to the accuracy or
completeness of this Base Prospectus and expressly disclaims any liability whatsoever for any loss arising from,
or incurred in reliance upon, any part of this Base Prospectus. Prospective purchasers of Notes issued under the
Programme should conduct their own due diligence on the accuracy of the information relating to the Notes. If a
prospective purchaser does not understand the contents of this Base Prospectus, he or she should consult an
authorised financial adviser.
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U.S. INFORMATION

This Base Prospectus is being submitted on a confidential basis in the United States to a limited number of QIBs
for informational use solely in connection with the consideration of the purchase of the Notes being offered
hereby. Its use for any other purpose in the United States is not authorised. It may not be copied or reproduced in
whole or in part nor may it be distributed or any of its contents disclosed to anyone other than the prospective
investors to whom it is originally submitted.

Notes may be offered or sold within the United States only to QIBs in transactions exempt from registration
under the Securities Act. Each U.S. purchaser of Notes is hereby notified that the offer and sale of any Notes to it
may be made in reliance upon the exemption from the registration requirements of the Securities Act provided by
Rule 144A.

Each purchaser or holder of Notes represented by a Rule 144A Global Note (as defined below) or any Notes
issued in exchange or substitution therefor (together “Legended Notes) will be deemed, by its acceptance or
purchase of any such Legended Notes, to have made certain representations and agreements intended to restrict
the resale or other transfer of such Notes as set out in “Transfer Restrictions” and “Subscription and Sale”.

PRESENTATION OF FINANCIAL, RESERVES AND CERTAIN OTHER INFORMATION

Certain Terms

See Appendix A for a glossary of defined terms used in this Base Prospectus and see Appendix B for a glossary
of measurement and technical terms used in this Base Prospectus.

Further, references to the “Company” herein are to Saudi Arabian Oil Company together with its consolidated
subsidiaries, and where the context requires, its joint operations, joint ventures and associates.

Certain figures and percentages included in this Base Prospectus have been subject to rounding adjustments.
Accordingly, figures shown in the same category presented in different tables may vary slightly and figures
shown as totals in certain tables may not be an arithmetic aggregation of the figures which precede them.

Financial Information

The Financial Statements have been prepared in accordance with IFRS and have been audited by the Company’s
independent auditors, PricewaterhouseCoopers Public Accountants, as stated in their audit reports for the 2017
Financial Statements and the 2018 Financial Statements appearing on pages F-81 and F-3 of this Base
Prospectus, respectively. The Company’s financial information as at and for years ended 31 December 2018 and
2017 included in this Base Prospectus has, unless otherwise indicated, been derived without material adjustment
from the 2018 Financial Statements and 2017 Financial Statements, respectively. The financial information as at
and for the year ended 31 December 2016, has been derived without material adjustment from the comparative
column of the 2017 Financial Statements.

The SABIC Financial Statements have been prepared in accordance with IFRS and have been audited by
SABIC’s independent auditors, Ernst & Young & Co. (Certified Public Accountants), as stated in their audit
report appearing on page F-147 in this Base Prospectus. The financial information included in this Base
Prospectus relating to SABIC has, unless otherwise indicated, been derived without material adjustment from the
SABIC Financial Statements. For further information on the Company’s proposed acquisition of an equity
interest in SABIC, see “Overview—Overview of the Company—Proposed Acquisition of Equity Interest in
SABIC”.

IFRS differs in certain material respects from U.S. generally accepted accounting principles and, as such, the
Company’s financial statements are not comparable to the financial statements of companies prepared in
accordance with U.S. generally accepted accounting principles. This Base Prospectus does not include any
explanation of the differences or any reconciliation between IFRS and U.S. generally accepted accounting
principles with respect to any financial statements and related footnote disclosures included herein or any other
financial information. It is possible that a reconciliation or other qualitative or quantitative analysis would
identify material differences between the financial statements and related footnote disclosures included herein
and other financial information prepared under IFRS and U.S. generally accepted accounting principles or any
other systems of generally accepted accounting principles.

Prospective investors are advised to consult their professional advisors for an understanding of: (i) the
differences between IFRS and U.S. generally accepted accounting principles or any other systems of generally

v



accepted accounting principles in the jurisdictions of such prospective investors and how those differences might
affect the financial information included in this Base Prospectus and (ii) the impact that future additions to, or
amendments of, IFRS may have on the Company’s or SABIC’s, as the case may be, financial condition, results
of operations and cash flow, as well as on the comparability of the prior periods. In particular, the IASB has
introduced a new lease standard, IFRS 16—Leases (which superseded IAS 17—ULeases, IFRIC 4, SIC 15 and
SIC 27), which the Company has adopted with effect from 1 January 2019. For further information on the
anticipated impact of IFRS 16 on the Company’s financial statements, see “Management’s Discussion and
Analysis of Results of Operations and Financial Condition—New or Amended Accounting Standards” and
Note 2(c) to the Company’s 2018 Financial Statements included elsewhere in this Base Prospectus.

In addition, this Base Prospectus includes certain non-IFRS financial measures. See “—Alternative Performance
Measures” below.

The financial information included in this Base Prospectus is not intended to comply with the applicable
accounting requirements of the Securities Act and the related rules and regulations which would apply if the
Notes were being registered with the SEC.

Fiscal Regime Changes

Effective 1 January 2017, the Government adopted a number of changes to the fiscal regime under which the
Company operates. These changes materially impact the Company’s results of operations and make the
Company’s consolidated financial statements for the periods presented less comparable. For a more detailed
discussion of the fiscal regime changes and their effect on the Company’s consolidated financial statements, see
“Management’s Discussion and Analysis of Results of Operations and Financial Condition—Factors Affecting
the Company’s Results of Operations and Financial Condition—Fiscal Regime Changes”.

Certain Reserves and Production Information

All natural resources within the Kingdom, including hydrocarbons, are owned by the Kingdom. Through the
Concession, the Government has granted the Company the exclusive right to explore, develop and produce the
Kingdom’s hydrocarbon resources, except in the Excluded Areas. See “Business—Relationship with the
Kingdom—The Concession”. Unless otherwise indicated, any reference in this Base Prospectus to reserves of
crude oil and condensate, natural gas or other hydrocarbons are reserves owned by the Kingdom that the
Company has the right to operate and develop through the Concession and exclude reserves other entities have
the right to develop, including AGOC, the Company’s wholly owned subsidiary, which operates in the
partitioned territory between the Kingdom and the State of Kuwait.

The reserve estimates in this Base Prospectus conform to the SPE-PRMS definitions and guidelines, which are
the internationally recognised industry standards promulgated by the Society of Petroleum Engineers, the
American Association of Petroleum Geologists, the World Petroleum Council and the Society of Petroleum
Evaluation Engineers. Reserve estimation is an inherently complex process that principally relies on a
combination of knowledge, experience and judgment. The accuracy of any reserve estimate is a function of a
number of variable factors and assumptions, many of which are beyond the Company’s control. Therefore, the
reserves information in this Base Prospectus represent only estimates. In addition, results of drilling, testing and
production subsequent to the date of an estimate may justify revising the original estimate. Accordingly, due to
the inherent uncertainties and the necessarily limited nature of reservoir data and the inherently imprecise nature
of reserve estimates, the initial reserve estimates may differ from the quantities of oil and natural gas that are
ultimately recovered. The meaningfulness of such estimates depends primarily on the accuracy of the
assumptions upon which they were based. Thus, investors should not place undue reliance on the Company’s
ability to predict actual reserves or on comparisons of similar reports concerning other companies. In addition,
except to the extent that the Company conducts successful exploration and development activities, or both, the
Company’s reserves will decline as reserves are produced. For more information, see “Business—Operating
Segments—Upstream—Reserves”.

Pursuant to a production sharing agreement between the Company and Bahrain Petroleum Company regarding
the Abu Sa’fah field, the Kingdom of Bahrain is entitled to 50% of the volumes produced from Abu Sa’fah. The
Company’s MSC includes 100% of the volumes produced from Abu Sa’fah. However, the Company’s
production does not include the Kingdom of Bahrain’s entitlement to volumes produced from Abu Sa’fah, which
was 154 mbpd, 153 mbpd and 152 mbpd for the years ended 31 December 2016, 2017 and 2018, respectively.



Industry and Other Information

This Base Prospectus refers to information regarding the industry and the marketplaces in which the Company
operates and competes. The Company has commissioned the Industry Consultant to prepare information for the
Company. The statistical, graphical and other information contained herein under “Industry Overview” has been
drawn from the Industry Consultant’s databases and other sources.

Certain economic and industry data and forecasts used in this Base Prospectus were obtained from internal
surveys, market research, governmental and other publicly available information, independent industry
publications and reports or other information prepared by industry consultants, including the information
prepared for the Company by the Industry Consultant. These generally state that the information contained
therein has been obtained from sources believed to be reliable, but that the accuracy and completeness of such
information is not guaranteed. The Company has not independently verified them and cannot guarantee their
accuracy or completeness. Forecasts and other forward-looking information obtained from these sources are
subject to the same qualifications and uncertainties as the other forward-looking statements in this Base
Prospectus.

Elsewhere in this Base Prospectus, statements regarding the oil and gas industry and the Company’s position in
the industry are not based on published statistical data or information obtained from independent third parties,
but are based solely on the Company’s experience, its internal studies and estimates and its own investigation of
industry conditions.

Currencies and Exchange Rates

All references in this Base Prospectus to:

e “Euro”, “EUR” and “€” are to the currency introduced at the start of the third stage of European Economic
and Monetary Union pursuant to the Treaty establishing the European Community, as amended;

e “Pounds Sterling” and “£” are to Pounds Sterling, the legal currency of the United Kingdom;
e “Saudi Riyal” and “SAR” are to the Saudi Riyal, the legal currency of the Kingdom; and
e “U.S. Dollar”, “$” and “U.S.$” are to the United States Dollar, the legal currency of the United States.

For all periods presented in this Base Prospectus, the Saudi Riyal has been pegged to the U.S. Dollar at a fixed
exchange rate of SAR3.75 = U.S.$1.00. In cases where amounts included in this Base Prospectus were converted
from Saudi Riyals into U.S. Dollars, this fixed exchange rate has been used for convenience. No representation is
made that Saudi Riyal amounts referred to could have been or could be converted into U.S. Dollars at any
particular rate on any date.

Alternative Performance Measures

In this Base Prospectus, the Company uses the following metrics in the analysis of its business and financial
condition, each of which it considers to constitute an Alternative Performance Measure (“APM”), as defined in
the ESMA Guidelines on Alternative Performance Measures dated 5 October 2015.
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Set out below is a summary of the APM metrics used, the definition, bases of calculation and reconciliation of
such metrics and the rationale for the inclusion of such metrics.

Definition, method of calculation and reconciliation
Metric to financial statement line item Rationale

Earnings Before Interest ~ Calculated as net income plus finance costs and income Performance measure
and Taxes (“EBIT”) taxes, less finance income.

Earnings Before Interest, Calculated as EBIT, plus depreciation and amortisation and Performance measure

Taxes, Depreciation impairments.
and Amortisation
(“EBITDA”)
Free Cash Flow Calculated as net cash provided by operating activities less Liquidity measure

capital expenditures.

Gearing Calculated as the ratio of (i) total borrowings less cash and Liquidity measure
cash equivalents to (ii) total borrowings less cash and cash
equivalents plus total equity.

Return on Average Calculated as net income before finance costs, net of tax, for ~ Performance measure
Capital Employed a period as a percentage of average capital employed during
(“ROACE”) that period. Average capital employed is the average of the

Company’s total borrowings plus total equity at the
beginning and end of the applicable period.

The above APMs have been included in this Base Prospectus to facilitate a better understanding of the
Company’s historic trends of operation and financial condition. The Company uses APMs as supplementary
information to its IFRS based operating performance or financial condition. The APMs are not defined by, or
presented in accordance with, IFRS. The APMs are not measurements of the Company’s operating performance
and/or liquidity under IFRS and should not be used instead of, or considered as alternatives to, any measures of
performance and/or liquidity under IFRS. The APMs relate to the reporting periods described in this Base
Prospectus and are not intended to be predictive of future results. In addition, other companies, including those in
the Company’s industry, may calculate similarly titled APMs differently from the Company. Because companies
do not calculate these APMs in the same manner, the Company’s presentation of such APMs may not be
comparable to other similarly titled APMs used by other companies.

For a reconciliation of certain of the APMs used in this Base Prospectus to the most closely related financial
measure set forth on the Company’s Financial Statements, see “Alternative Performance Measures”.
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FORWARD-LOOKING STATEMENTS

This Base Prospectus, any supplement thereto and any Final Terms may contain certain forward-looking
statements with respect to the financial condition, results of operations and business of the Company and certain
of the plans, intentions, expectations, assumptions, goals and beliefs of the Company regarding such items. These
statements include all matters that are not historical fact and generally, but not always, may be identified by the
use of words such as “believes”, “expects”, “are expected to”, “anticipates”, “intends”, “estimates”, “should”,
“will”, “shall”, “may”, “is likely to”, “plans” or similar expressions, including variations and the negatives

thereof or comparable terminology.

Prospective investors should be aware that forward looking statements are not guarantees of future performance
and that the Company’s actual results of operations and financial condition and the development of the industries
in which it operates may differ significantly from those made in or suggested by these forward-looking
statements. In addition, even if the Company’s results of operations, financial condition and business and the
development of the industries in which it operates are consistent with these forward-looking statements, those
results or developments may not be indicative of results or developments in subsequent periods.

Factors that could cause actual results to differ materially from the Company’s expectations are contained in
cautionary statements in this Base Prospectus and include, among other things, the following:

* oil and gas supply, demand and price fluctuations;

* global economic market conditions;

e competition in the industries in which the Company operates;

 conditions affecting the transportation of products;

* the cyclical nature of the oil and gas, refining and petrochemicals industries;
e weather conditions;

* managing the growth of the Company;

e risks in connection with projects under development and future acquisitions and joint ventures, including
with respect to SABIC;

* managing the Company’s subsidiaries, joint operations, joint ventures, associates and entities in which it
holds a minority interest;

» the Company’s exposure to interest rate risk and foreign exchange risk;

e risks related to operating in a regulated industry and changes to oil, gas, environmental or other regulations
that impact the industries in which the Company operates;

e international trade litigation, disputes or agreements; and

e political and social instability and unrest and actual or potential armed conflicts in the MENA region and
other areas.

The sections of this Base Prospectus entitled “Risk Factors” and “Management’s Discussion and Analysis of
Results of Operations and Financial Condition” contain a more complete discussion of the factors that could
affect the Company’s future performance and the industries in which it operates. In light of these risks,
uncertainties and assumptions, the forward looking events described in this Base Prospectus, any supplement
thereto and any Final Terms may not occur.

The Issuer undertakes no obligation to update or revise any forward-looking statement, whether as a result of
new information, future events or otherwise. All subsequent written and oral forward-looking statements
attributable to the Issuer or to persons acting on its behalf are expressly qualified in their entirety by the
cautionary statements referred to above and contained elsewhere in this Base Prospectus, any supplement thereto
and any Final Terms.
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RESPONSIBILITY STATEMENT

This Base Prospectus comprises a base prospectus for the purposes of Article 5.4 of the Prospectus Directive and
for the purpose of giving information with regard to the Company and the Notes, which is necessary to enable
investors to make an informed assessment of the Company’s assets and liabilities, financial condition and profit
and losses and prospects.

The Issuer accepts responsibility for the information contained in this Base Prospectus. To the best of the
knowledge and belief of the Issuer (having taken all reasonable care to ensure that such is the case) the
information contained in this Base Prospectus is in accordance with the facts and does not omit anything likely to
affect the import of such information. Where third party information has been used in this Base Prospectus, the
source of such information has been identified. Such information has been accurately reproduced and, as far as
the Issuer is aware and is able to ascertain from the information published by such third parties, no facts have
been omitted which would render the reproduced information inaccurate or misleading.

SUPPLEMENTS TO THIS BASE PROSPECTUS

Following the publication of this Base Prospectus, supplements may be prepared by the Issuer and approved by
the UK Listing Authority in accordance with Article 16 of the Prospectus Directive. Statements contained in any
such supplement shall, to the extent applicable (whether expressly, by implication or otherwise), be deemed to
modify or supersede statements contained in this Base Prospectus. Any statement so modified or superseded shall
not, except as so modified or superseded, constitute a part of this Base Prospectus.

The Issuer will, in the event of any significant new factor, material mistake or inaccuracy relating to information
included in this Base Prospectus that is capable of affecting the assessment of any Notes, prepare a supplement to
this Base Prospectus or publish a new Base Prospectus for use in connection with any subsequent issue of Notes.

The Issuer may agree with any Dealer that a Series of Notes may be issued in a form not contemplated by the
Terms and Conditions of the Notes, in which event a supplemental Base Prospectus will be published, if
appropriate, which will describe the effect of the agreement reached in relation to such Series of Notes.

SERVICE OF PROCESS AND ENFORCEMENT OF CIVIL LIABILITIES

The Issuer is a joint stock company incorporated in the Kingdom and a substantial portion of its assets and
operations are located there. As a result, it may not be possible for investors to effect service of process outside
the Kingdom upon the Issuer.

Furthermore, in the absence of a treaty for the reciprocal enforcement of foreign judgments with the jurisdiction
in which a judgment is obtained, the courts of the Kingdom are unlikely to enforce a judgment obtained in courts
outside the Kingdom without reexamining the merits of the claim, including any judgment predicated upon
United States federal securities laws or the securities laws of any state or territory within the United States. In
addition, the courts of the Kingdom may (i) decline to enforce a foreign judgment if certain criteria are not met,
including, but not limited to, compliance with public policy of the Kingdom, or (ii) decline to entertain original
actions brought in the Kingdom against the Issuer or its directors or officers predicated upon the securities laws
of the United States or any state in the United States.

For more information, see “Risk Factors—Risks Relating to Enforcement’.
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RISK FACTORS

Prospective investors should carefully consider the risks described below before making an investment decision.
If any of the risks described below materialise, the Company’s business, financial condition, cash flow and
results of operations and the trading price of the Notes may be materially adversely affected. In such case,
investors in the Notes may lose all or part of their investment. Additional risks and uncertainties not currently
known to the Company or that the Company currently deems immaterial may also materially and adversely affect
the Company and the trading price of the Notes.

Risk Factors Relating to the Company

The Company’s results of operations and cash flow are significantly impacted by international crude oil
supply and demand and the price at which it is able to sell crude oil.

Sales of crude oil are the largest component of the Company’s consolidated revenue and other income related to
sales, accounting for 86.4%, 56.7% and 56.4% for the years ended 31 December 2016, 2017 and 2018,
respectively. Accordingly, the Company’s results of operations and cash flow are significantly impacted by the
price at which it is able to sell crude oil.

International crude oil supply and demand and the sales price for crude oil are affected by many factors that are
beyond the Company’s control, including:

* market expectations with respect to future supply of petroleum and petroleum products, demand and price
changes, including future demand for petroleum products in Asia, which accounted for 36% of global
refined product demand in 2018 and is expected to account for approximately 39% of global refined product
demand in 2030 according to the Industry Consultant;

 global economic and political conditions and geopolitical events, including any that impact international
trade (including trade routes);

e decisions regarding production levels by the Kingdom or other producing states (the Kingdom is a member
country of OPEC and is represented at OPEC meetings by the Minister of MEIM, who is also the Chairman
of the Company’s Board of Directors (see “Business—Relationship with the Kingdom”));

* the development of new crude oil exploration, production and transportation methods or technological
advancements in existing methods, including hydraulic fracturing or “fracking”;

e capital investments of oil and gas companies relating to the exploration, development and production of
crude oil reserves;

¢ the impact of climate change on the demand for, and price of, hydrocarbons (see “Risk Factors Relating to
the Company’s Industry and Regulatory Environment—Climate change concerns and impacts could reduce
global demand for hydrocarbons and hydrocarbon-based products and could cause the Company to incur
costs or invest additional capital”);

e changes to environmental or other regulations or laws applicable to crude oil and related products or the
energy industry (see “Risk Factors Relating to the Company’s Industry and Regulatory Environment—The
Company’s operations are subject to extensive environmental protection, health and safety laws and
regulations™);

* prices of alternative energies, including renewable energy;

* the electrification of transportation, technological developments in the cost and/or endurance of fuel cells
for electric vehicles and changes in transportation-mode preferences, including ride-sharing;

e weather conditions affecting supply and demand;
e fluctuations in the value of the U.S. Dollar, the currency in which crude oil is priced globally; and
* trading activities in the crude oil commodities market.

International crude oil prices have fluctuated significantly in the past and may remain volatile. Brent crude oil
prices witnessed a significant decline between mid-2014 and early 2016, with Brent prices declining from a
monthly average of $112.0 per barrel in June 2014 to a monthly average of $31.9 per barrel in January 2016.
Since January 2016, Brent prices fluctuated from a monthly average low of $31.9 per barrel in 2016 to a monthly
average high of $80.6 per barrel in October 2018. Most recently, the Brent price fell to a monthly average of
$57.7 in December 2018 and subsequently increased to a monthly average of $64.4 in February 2019. For a
discussion of liquids supply and demand balance, see “Industry Overview—Liquids Supply—Demand Balance”.



Fluctuations in the price at which the Company is able to sell crude oil could cause the Company’s results of
operations and cash flow to vary significantly. In addition, decreases in the price at which the Company is able to
sell its crude oil could have a material adverse effect on the Company’s results of operations and cash flow.

The Company exports a substantial portion of its crude oil and refined products to customers in Asia, and
adverse economic or political developments in Asia could impact the Company’s results of operations.

The Company exports a substantial portion of its crude oil and refined products to customers in Asia. In 2016,
2017 and 2018, customers in Asia, including the Company’s affiliated refineries located in Asia, purchased 69%,
71% and 71%, respectively, of the Company’s crude exports and 49%, 50% and 51%, respectively, of the
Company’s crude production. See “Management’s Discussion and Analysis of Results of Operations and
Financial Condition—Factors Affecting the Company’s Results of Operations and Financial Condition—
Upstream Liquids Sales”. In addition, the Company expects to export additional crude to Asia as new
downstream assets in Asia commence operations. See “Business—Operating Segments—Downstream’.

The Company expects crude exports to customers in Asia to continue to constitute a significant percentage of its
total export and production volumes. Furthermore, the refined, chemical and petrochemical products that are
produced at the Company’s joint ventures and international operations in Asia are generally sold in the local
marketplace and exported to other Asian countries. If there is a slowdown in economic growth, an economic
downturn or recession or other adverse economic or political development in Asia, the Company may experience
a material reduction in demand for its products by its customers located in that area. Moreover, any such
development in other parts of the world may result in other producers supplying surplus capacity to Asia, thereby
increasing competition for customers in Asia and affecting the prices at which the Company sells its products to
customers there. Any decrease in demand for the Company’s products in Asia could have a material adverse
effect on its business, financial condition and results of operations.

The Company operates in a highly competitive environment. Competitive pressure could have a material
adverse impact on the price at which it sells crude oil and other products.

The sale of crude oil outside the Kingdom is very competitive. The Company’s primary competitors for the sale
of crude oil outside the Kingdom include NOCs and IOCs, many of which have substantial crude oil reserves and
financial resources. The primary factors driving competition are global crude oil supply and demand and the
quality of the crude oil produced, which impacts the relative value of the crude oil to be used in the production of
diesel, gasoline and other refined products.

Other factors that could affect competition in the crude oil marketplace include additional discoveries of crude oil
reserves by the Company’s competitors, the cost of shale and other unconventional production, new technologies
that increase the viability of reserves or reduce production costs, political and economic factors and other factors
outside of the Company’s control. Increased competitive pressures could have a material adverse impact on
prices at which the Company can sell crude oil and its regional and global market share.

In addition, the Company’s refineries in its downstream segment are subject to competition in the markets to
which they sell refined products. Competition is primarily from other refineries located in or in close proximity
to the relevant market, and in the case of markets that are net importers, from other international producers of
refined products. Operating efficiencies and production costs are the key factors affecting competition in the
refined products market. Accordingly, if the operating efficiencies and production costs of the Company’s
refineries are not sufficiently competitive in the markets they serve, the Company’s business, financial condition
and results of operations could be materially and adversely impacted.

Estimates of proved hydrocarbon reserves depend on significant interpretations, assumptions and judgments.
Any significant deviation or changes in existing economic and operating conditions could affect the estimated
quantity and value of the Company’s proved reserves.

The Company’s reserve estimates conform to the SPE-PRMS definitions and guidelines, which are the
internationally recognised industry standards promulgated by the Society of Petroleum Engineers, the American
Association of Petroleum Geologists, the World Petroleum Council and the Society of Petroleum Evaluation
Engineers. Reserve estimation is an inherently complex process that principally relies on a combination of
knowledge, experience and judgment. The Company’s and D&M’s estimates of the quantity of the Company’s
proved hydrocarbon reserves depend on significant interpretations, assumptions and judgments relating to
available geological, geophysical, engineering, contractual, economic and other information, and take into
account existing economic and operating conditions and commercial viability as at the date the reserve estimates



are made. See “Business—Overview—Upstream” for a discussion of the process utilised by the Company to
estimate its reserves and the certification letter of D&M attached as Appendix C to this Base Prospectus for a
description of the procedures, conclusions and assumptions utilised by D&M.

There can be no assurance that the interpretations, assumptions and judgments utilised by the Company to
estimate proved reserves, or those utilised by D&M for the purposes of preparing its certification, will prove to
be appropriate or accurate. Any significant deviation from these interpretations, assumptions or judgments could
materially affect the estimated quantity or value of the Company’s proved reserves. In addition, these estimates
could change due to new information from production or drilling activities, changes in economic factors,
including changes in the price of hydrocarbons, changes to laws, regulations or the terms of the Concession or
other events. Further, declining hydrocarbon prices may cause certain proved reserves to no longer be considered
commercially viable, which could result in downward adjustments to the Company’s estimates of the Company’s
proved reserves, impairment of the Company’s assets or changes to the Company’s capital expenditures and
production plans. Moreover, proved reserve estimates are subject to change due to errors in the application of
published rules and changes in guidance. Any material reduction in the quantity or value of the Company’s
proved reserves could affect the Company’s business and reputation.

The independent third party certification with respect to the Kingdom’s estimated reserves does not cover the
entirety of its reserves.

The Company retained independent petroleum consultants, D&M, to audit, as at 31 December 2017, reservoirs
the Company believes accounted for approximately 80% of the Kingdom’s oil equivalent reserves to which the
Company has rights under the Concession and remain to be produced after 31 December 2017 but before
31 December 2077 (the end of the initial 40-year term of the Concession plus the first 20-year extension). The
Company chose this scope because of the overall scale of the Kingdom’s reserves and the concentration of
deposits in the major reservoirs that were assessed. Further independent assessment of the Kingdom’s smaller
reservoirs would have taken several years to complete. D&M’s reserves certification of 208.7 billion barrels of
oil equivalent reserves for the reservoirs it audited was 0.1% higher than the Company’s internal estimation for
the same reservoirs.

There is no independent third party certification with respect to the balance of the Kingdom’s proved oil
equivalent reserves or as at a more recent date than 31 December 2017. See “General Information—Expert”. Any
material deviation in the quantity of proved reserves could have a material adverse effect on the Company’s
financial condition and reputation.

The Company is subject to operational risks and hazards that may have a significant impact on its operations
or result in significant liabilities and costs.
The Company is subject to operational risks common in the oil and gas industry, including:

 crude oil or gas spills, pipeline leaks and ruptures, storage tank leaks, and accidents involving explosions,
fires, blow outs and surface cratering;

e power shortages or failures;

* mechanical or equipment failures;

e transportation interruptions and accidents;

e tropical monsoons, storms, floods and other natural disasters; and

» chemical spills, discharges or releases of toxic or hazardous substances or gases.

These risks could result in damage to, or destruction of, the Company’s properties and facilities, death or injury
to people and harm to the environment, which could have a significant impact on the Company’s operations or
result in significant liabilities and remediation costs. To the extent a subcontractor was responsible for the
damage, the Company’s recourse to the relevant subcontractor may be limited by contract or the financial
viability of such subcontractor. Such occurrences could also damage the Company’s reputation, which could
have a material adverse effect on its business. In addition, the Company is not insured against all risks and the
availability of insurance in connection with these risks and hazards may not be available. See “—The Company
could be subject to losses from uninsured risks or risks for which its insurance does not cover the entire loss”.



Furthermore, the Company relies heavily on a cross-country pipeline system and terminal facilities to transport
crude oil and products through the Kingdom. In addition, the Company also depends on critical assets to process
its crude oil, such as the Abqaiq facility which is the Company’s largest oil processing facility and processed
approximately 50% of the Company’s crude oil production for the year ended 31 December 2018. If the
Company’s critical transport systems or processing facilities were subject to a disruption, it could have a material
adverse effect on the Company’s business, financial condition and results of operations.

The Company could be subject to losses from uninsured risks or risks for which its insurance does not cover
the entire loss.

The Company insures against risk primarily by self-insuring through its captive insurance subsidiary, Stellar,
which provides insurance exclusively to the Company. The Company also obtains insurance in certain areas from
third party providers in excess of the coverage provided through Stellar.

The Company believes that it maintains insurance coverage consistent with industry practice and subject to
customary deductibles, caps, exclusions and limitations. However, consistent with others in the industry, it does
not insure against all risks and its insurance does not protect it against liability from all potential events,
particularly catastrophic events such as major crude oil spills or environmental disasters. In addition, the
Company does not maintain business interruption insurance for disruptions to its operations and certain of the
Company’s operations are insured separately from the rest of the Company’s business with coverage the
Company believes to be customary and appropriate. Furthermore, there can be no assurance that the Company
can continue to renew its existing levels of coverage on commercially acceptable terms, or at all. As a result, the
Company could incur significant losses from uninsured risks or risks for which its insurance does not cover the
entire loss. Any such losses could have a material adverse effect on the Company’s business, financial condition
and results of operations.

The Company’s ability to achieve its strategic growth objectives depends on the successful delivery of current
and future projects.

The Company’s ability to achieve its strategic growth objectives depends, in large part, on the successful, timely
and cost effective delivery of capital projects, especially those which are large and complex. The Company faces
numerous challenges in developing such projects, including:

* constraints on the availability and cost of skilled labour, contractors, materials, equipment and facilities,
particularly during periods of global expansion in the oil and gas or chemicals industry;

e its ability to obtain funding necessary for the implementation of the relevant project on terms acceptable to
it, or at all;

e fluctuations in the market prices for hydrocarbons, which may impact its ability to finance its projects from
its cash flow from operating activities;

« difficulties in obtaining necessary permits or complying with applicable regulations;
» difficulties coordinating multiple third party contractors and sub-contractors involved in complex projects;

* making economic estimates or assumptions based on data or conditions, including crude and gas price
assumptions, which may change; and

 undertaking projects or ventures in new lines of business in which the Company has limited or no prior
operating experience.

These challenges have led and could lead to delays in the completion of projects and increased project costs. For
example, completion of one of the Company’s recent downstream projects and one of its recent upstream
projects was delayed due to certain of the factors set forth above. If projects are delayed or cost more than
expected, the Company’s operations and expected levels of production could be impacted and such projects may
not generate the expected returns. These occurrences could result in the Company recognising impairments and
could have a material adverse effect on the Company’s business, financial condition and results of operations.

In addition, many of the Company’s projects require significant capital expenditures. The Company’s capital
expenditures were SAR 103.3 billion, SAR 122.0 billion and SAR 131.8 billion ($35.1 billion) for the years
ended 31 December 2016, 2017 and 2018, respectively. See “Management’s Discussion and Analysis of Results
of Operations and Financial Condition—Liquidity and Capital Resources—Cash Flow Used in Investing
Activities—Capital Expenditures”. If cash flow from operating activities and funds from external financial



resources are not sufficient to cover the Company’s capital expenditure requirements, the Company may be
required to reallocate available capital among its projects or modify its capital expenditure plans, which may
result in delays to, or cancellation of, certain projects or deferral of certain capital expenditures. Any change to
the Company’s capital expenditure plans could, in turn, have a material adverse effect on the Company’s growth
objectives and its business, financial condition and results of operations.

The Company has been subject to litigation in the past and may be again in the future.

The Company has been subject to significant litigation, primarily in the United States and the Kingdom. Some of
the most significant U.S. litigation involved allegations of violations of antitrust laws arising, in part, from the
Kingdom’s membership and participation in OPEC. These antitrust litigations sought extensive relief, including
treble damages, divestiture of assets in the United States and disgorgement of profits. If granted, this relief could
have had a material adverse impact on the Company. To date, the OPEC-related antitrust lawsuits have been
dismissed on the basis of various sovereign defences under U.S. law, including the political question and the act
of state doctrines, sovereign immunity under the FSIA and other legal defences. However, there is no assurance
that the Company will prevail in its assertion of these defences in the future and any adverse judgment or
settlement could have an adverse effect on the Company’s business, financial condition and results of operations.

In addition, increasing attention on climate change risks may result in an increased possibility of litigation
against the Company and its affiliated companies. Claims have been filed by private parties, shareholders, public
interest organisations, cities and other localities, especially in the United States, against companies in the oil and
gas industry relating to climate change matters, including that the extraction and development of fossil fuels has
increased climate change. Some of these claims demand that the defendants pay financial amounts as
compensation for alleged past and future damages resulting from climate change. On 2 July 2018, Motiva, the
Company’s refining subsidiary in the United States, was named as a defendant in such a claim brought by the
State of Rhode Island against multiple companies in the oil and gas industry. Claims such as these could grow in
number and the Company could be the subject of similar claims in the future.

Litigation could result in substantial costs, require the Company to devote substantial resources and divert
management attention, which may have a material adverse effect on the Company’s business, financial condition
and results of operations. For further details on litigation, see “Business—Litigation”.

The Company’s historical results of operations may not be easily compared from year to year.

The Government adopted the following changes to the fiscal regime under which the Company operates,
effective as at 1 January 2017:

 the income tax rate applicable to Saudi Arabian Oil Company was reduced from 85% to 50% (the
Company’s interests in in-Kingdom subsidiaries are generally subject to a 20% tax rate, unless such
subsidiary is engaged in the production of oil and its associated hydrocarbon products (see “Management’s
Discussion and Analysis of Results of Operations and Financial Condition—Factors Affecting the
Company’s Results of Operations and Financial Condition—Fiscal Regime Changes”));

e royalties payable by the Company are paid based on production rather than sales and are recorded as an
expense rather than a reduction in revenue; and

* the Government implemented an equalisation mechanism to compensate the Company for the revenue it
directly foregoes as a result of selling crude oil, kerosene, diesel, heavy fuel oil and gasoline in the Kingdom
at regulated prices.

In addition, effective from 1 January 2018, a 20% rate applies to the Company’s taxable income related to the
exploration and production of non-associated natural gas (including gas condensates), as well as the collection,
treatment, processing, fractionation and transportation of associated and non-associated natural gas and their
liquids, gas condensates and other associated elements.

Furthermore, the Company completed a transaction to separate the assets, liabilities and businesses of its former
Motiva joint venture with Shell and transferred certain assets and liabilities to a wholly owned subsidiary of the
Company, which led to the results of operations of the portion of the Motiva business that was transferred to the
Company being consolidated into the Company’s financial statements from 1 May 2017 instead of being
accounted for using the equity method, as was the case for the Company’s interest in the prior Motiva joint
venture for prior periods. See Note 30(a)(i) to the 2017 Financial Statements and Note 31(a) to the 2018
Financial Statements.



These changes materially impact the Company’s results of operations and make the Company’s consolidated
financial statements for the periods presented less comparable, particularly with respect to revenue, production
royalties and excise and other taxes and income tax. The inability of a purchaser of Notes to compare the
Company’s financial results in the periods presented could make determining the value of the Notes difficult. For
a more detailed discussion of the fiscal regime changes and corporate events described above and their effect on
the Company’s consolidated financial statements, see “Management’s Discussion and Analysis of Results of
Operations and Financial Condition—Factors Affecting the Company’s Results of Operations and Financial
Condition—Fiscal Regime Changes” and “—Investments and Acquisitions in Expansion of Downstream
Segment—Completion of Motiva Transaction”.

The Company may not realise some or all of the expected benefits of future acquisitions, including with
respect to SABIC.

The Company may engage in acquisitions of businesses, technologies, services, products and other assets from
time to time. Any such acquisition entails various risks, including that the Company may not be able to
accurately assess the value, strengths and weaknesses of the acquisition or investment targets, effectively
integrate the purchased businesses or assets, achieve the expected synergies or recover the purchase costs of the
acquired businesses or assets. The Company may also incur unanticipated costs or assume unexpected liabilities
and losses in connection with any business or asset it acquires, including in relation to the retention of key
employees, legal contingencies (such as, contractual, financial, regulatory, environmental or other obligations
and liabilities) and risks related to the acquired business, and the maintenance and integration of procedures,
controls and quality standards. These difficulties could impact the Company’s ongoing business, distract its
management and employees and increase its expenses which could, in turn, have a material adverse effect on the
Company’s business, financial condition and results of operations.

On 27 March 2019, the Company announced that it had entered into a purchase agreement with the PIF to
acquire the PIF’s 70% equity interest in SABIC for total consideration of $69.1 billion. Closing of the acquisition
is subject to customary closing conditions and is currently expected to occur in 2020. For the acquisition to be
successful for the Company, the Company will need to manage its ownership stake in SABIC in a manner which
will support the optimisation of SABIC’s performance, including with respect to the technology capabilities,
sales and marketing platforms and technical and support functions of each company. The realisation of such
benefits may be affected by a number of factors, many of which are beyond the Company’s control. Failure to
realise all of the anticipated benefits of the acquisition may impact the Company’s financial performance and
prospects, including the growth of its downstream business.

In addition, the shareholding of SABIC will require significant management attention. The diversion of
management’s attention and any delays or difficulties encountered in connection with SABIC’s operations could
have a material adverse effect on the Company’s business, financial condition and results of operations.

Furthermore, the Company will fund a portion of the purchase price of its interests in SABIC with promissory
notes issued by the Issuer in favour of the PIF in an aggregate amount equal to half of the $69.1 billion purchase
price plus certain other amounts. The promissory notes will be fully transferable and assignable and may be
pledged by the PIF, subject to a right of first refusal in favour of the Company to purchase the promissory notes
if the PIF receives any offer or commitment of financing which would include a transfer of the promissory notes.
See “Overview—Proposed Acquisition of an Equity Interest in SABIC”. The PIF could receive an offer or
commitment of financing at any time after the closing of the acquisition. Consequently, the Company does not
control the timing of when it would need to fund the payment of its right of first refusal. The Company may not
be able to arrange financing on acceptable terms or at all to fund its right of first refusal, in which case it would
need to use its cash on hand, any of which could have an adverse effect on the Company’s financial condition
and cash flow.

Following the proposed acquisition, SABIC is expected to remain a listed company on Tadawul, its board of
directors will continue to owe duties to its minority shareholders and the interests of SABIC’s minority
shareholders may not align with those of the Company. For further information on the Company’s proposed
acquisition of an equity interest in SABIC, see “Overview—Overview of the Company—Proposed Acquisition of
Equity Interest in SABIC™.



The Company is exposed to risks related to operating in several countries.

A substantial portion of the Company’s downstream operations is conducted outside the Kingdom. In 2017 and
2018, 37% and 42%, respectively, of the total volume of the Company’s refined products on a consolidated basis
were produced outside the Kingdom. Risks inherent in operating in several countries include:

e complying with, and managing changes to and developments in, a variety of laws and regulations, including
price regulations and data privacy, changes in environmental regulations, forced divestment of assets,
expropriation of property, cancellation or forced renegotiation of contract rights;

e complying with tax regimes in multiple jurisdictions, the imposition of new or increased withholding or
other taxes or royalties on the Company’s income;

e the imposition of new, or changes to existing, transfer pricing regulations or the imposition of new
restrictions on foreign trade or investment;

* adverse changes in economic and trade sanctions, export controls and national security measures resulting in
business disruptions, including delays or denials of import or export licences or blocked or rejected financial
transactions;

e conducting business through a number of subsidiaries, joint operations and joint ventures and challenges
implementing the Company’s policies and procedures in such entities; and

e fluctuations in foreign currency exchange rates.

Operating in several countries also requires significant management attention and resources. The occurrence of
any of these risks may be burdensome and could have a material adverse effect on the Company’s business,
financial condition and results of operations.

The Company currently conducts business, and could in the future decide to take part in new business
activities, in locations where certain parties are subject to sanctions and trade restrictions, and differing anti-
bribery and corruption regimes may be applicable.

The Company currently conducts business, and could in the future decide to take part in new business activities,
in locations where certain parties are subject to sanctions and trade restrictions imposed by the United States, the
EU and other sanctioning bodies. Laws and regulations governing sanctions and trade restrictions are complex
and are subject to change. The Company is currently pursuing investment and joint venture opportunities in
natural gas and LNG projects located in Russia and with Russian counterparties. Certain Russian individuals and
entities are subject to a number of sanctions and trade restrictions imposed by the United States and the EU
targeting the Russian financial, defence and energy sectors.

The Company has recently introduced new corporate governance and compliance policies (including with respect
to sanctions and trade restrictions, anti-bribery and corruption) and is instituting procedures in order to
(i) identify potential transactions or dealings with sanctioned parties and parties at risk of being subject to
sanctions and (ii) promote and ensure compliance with applicable anti-bribery and corruption laws. However, no
assurance can be made that the Company’s policies will always protect it from improper conduct of its
employees or business partners. If the Company were to be sanctioned in the future, or sanctioned as a result of
its transactions with other parties or otherwise, such sanctions could result in substantial civil or criminal
penalties, or both, and could have a material adverse effect on investments in the Notes, including the imposition
of restrictions on investors disposing their interests in the Notes.

The Company is dependent on Senior Management and key personnel.

The Company operates in a competitive environment, and its success depends upon its ability to identify, hire,
develop, motivate and retain highly-qualified Senior Management and key personnel. The Company’s Senior
Management and key personnel may voluntarily terminate their employment with the Company or leave their
positions due to reasons beyond the Company’s control.

Given the concentration of the Company’s workforce in the Kingdom, where there is currently a shortage of
experienced and skilled oil and gas professionals, it may have difficulty hiring and retaining individuals with the
desired expertise or experience. If the Company experiences a large number of retirements or departures of its oil
and gas experts in a relatively short period of time, attracting and retaining a sufficient number of replacements
domestically or internationally may be challenging. If the Company is unable to hire and retain Senior
Management and key personnel with requisite skills and expertise, it could have a material adverse effect on the
Company’s business, financial condition and results of operations.



The Company’s operations are dependent on the reliability and security of its IT systems.

The Company relies on the security of critical information and operational technology systems for, among other
things, the exploration, development, production, storage and distribution of hydrocarbons; the processing, use
and security of financial records, proprietary information, intellectual property, personal information and
operating data; and communications with management, personnel and business partners. Cyber incidents may
negatively impact these or other functions and, particularly in relation to industrial control systems, may result in
physical damage, injury or loss of life and environmental harm. The Company’s systems are a high profile target
for sophisticated cyberattacks by nation states, criminal hackers and competitors, and the Company routinely
fends off malicious attempts to gain unauthorised systems access. While the Company seeks to maintain a secure
network infrastructure to protect against critical data loss and to ensure operational integrity and continuity, there
is a risk that determined attackers with access to the necessary resources could successfully penetrate Company
systems. Attempts to gain unauthorised access to Company networks have been successful in the past, including
a 2012 cyberattack in which the Company resorted to manual procedures for certain non-operational related
matters while the breach was contained. To date, none of these incidents has been material to the Company’s
financial performance or reputation. Nonetheless, the nature and breadth of any potential future cyberattack
remain unknown and could result in significant costs, including investigation and remediation expenses,
regulatory scrutiny, legal liability and the loss of personal or sensitive business information, and could have a
material adverse effect on the Company’s operations and reputation. For further information on the Company’s
cybersecurity, see “Business—IT and Cybersecurity”.

Risk Factors Relating to the Company’s Industry and Regulatory Environment
The Government determines the Kingdom’s maximum level of crude oil production and MSC.

The Government determines the Kingdom’s maximum level of crude oil production in the exercise of its
sovereign prerogative. Accordingly, the Government may in its sole discretion increase or decrease the
Kingdom’s maximum crude oil production at any time based on its sovereign energy security goals or for any
other reason, which may be influenced by, among others, global economic and political conditions and their
corresponding impact on the Kingdom’s policy and strategic decisions with respect to exploration, development
and production of crude oil reserves.

In addition, in order to facilitate rapid changes in production volumes, the Government requires the Company to
maintain MSC in excess of its then current production in accordance with the Hydrocarbons Law. MSC refers to
the average maximum number of barrels per day of crude oil that can be produced for one year during any future
planning period, after taking into account all planned capital expenditures and maintenance, repair and operating
costs, and after being given three months to make operational adjustments. The Company incurs substantial costs
to maintain MSC and, although the Company has historically utilised a significant amount of this spare capacity,
there can be no assurance that it will do so in the future. In addition, the Government has decided in the past and
may in the future decide to increase MSC. As at 31 December 2018, the Company’s MSC was 12.0 million
barrels of crude oil per day.

The Government’s decisions regarding crude oil production and spare capacity, and the Company’s costs of
complying with such decisions, may not maximise returns for the Company. For example, the Company may be
precluded from producing more crude oil in response to either a decrease or increase in prices, which may limit
its ability to generate additional revenue or to increase its production of downstream products. In addition, a
decision to increase the Kingdom’s MSC could require the Company to make significant capital expenditures to
build new infrastructure and facilities. Any of these actions could have a material adverse effect on the
Company’s business, financial condition and results of operations.

The Kingdom’s public finances are highly connected to the hydrocarbon industry.

The hydrocarbon industry is the single largest contributor to the Kingdom’s economy. The oil sector accounted
for 44.0% and 43.0% of the Kingdom’s real GDP in the years ended 31 December 2016 and 2017, respectively.
Furthermore, the oil sector accounted for 64.2% and 63.0% of the Government’s total revenues in the years
ended 31 December 2016 and 2017, respectively. The Government is expected to continue to rely on royalties,
taxes and other income from the hydrocarbon industry for a significant portion of its revenue. Any change in
crude oil, condensate, NGL, oil product, chemical and natural gas prices or other occurrences that negatively
affect the Company’s results of operations could materially affect the macroeconomic indicators of the Kingdom,
including GDP, balance of payments and foreign trade and the amount of cash available to the Government.



The changes made to the Kingdom’s tax regime for hydrocarbon producers and the royalty rate to which the
Company is subject, both of which became effective on 1 January 2017, seek to align the fiscal regime to which
the Company is subject with tax and royalty rates that are customary in other hydrocarbon producing
jurisdictions. In addition, in 2017, the Government implemented an equalisation mechanism to compensate the
Company for the revenue it directly foregoes as a result of selling crude oil, kerosene, diesel, heavy fuel oil and
gasoline in the Kingdom at regulated prices, which further impacts the Kingdom’s cash flow. Moreover, effective
1 January 2017, the Government guaranteed amounts due to the Company with respect to hydrocarbon products
sales from various Government and semi-Government entities, and separate legal entities in which the
Government has share ownership or control. See “Management’s Discussion and Analysis of Results of
Operations and Financial Condition—Factors Affecting the Company’s Results of Operations and Financial
Condition—Fiscal Regime Changes”. In 2016, 2017 and 2018, the Government issued $18 billion, $22 billion
and $13 billion, respectively, in the international capital and sukuk markets to fund its budget. A shortfall in
funding to the Government or a decision to seek more revenue from hydrocarbons may lead the Government to
change the fiscal regime to which hydrocarbon producers in the Kingdom, including the Company, are subject.
Any such change could have a material adverse effect on the Company’s business, financial condition and results
of operations and affect its ability to make planned investments or to make payments on the Notes.

If domestic demand for natural gas exceeds domestic production, the Company may need to make additional
investments in its gas operations or import gas.

The Concession requires the Company to meet, through domestic production or imports, all domestic demand for
hydrocarbons, including natural gas. In the Kingdom, natural gas prices are regulated by the Government and the
price that domestic customers pay is traditionally set by the Council of Ministers.

In-Kingdom demand for gas has been increasing and is projected to grow in the future. According to the Industry
Consultant, gas demand in the Kingdom is expected to grow at a CAGR of 3.7% from 2017 to 2030. While the
Company has expanded, and will continue to expand, its gas operations to address the increase in domestic
demand, demand may nonetheless exceed the Company’s planned production.

If domestic demand for gas grows beyond the Company’s planned production, the Company may expand its gas
operations, explore for new non-associated gas reserves or pursue unconventional gas resources, such as shale
gas. In addition, the Company may import natural gas if doing so is more economical than producing additional
gas domestically. The cost of any of these alternatives could be significant, particularly for pursuing
unconventional gas resources, which typically have higher exploration, production, and development costs than
conventional gas resources. The regulations passed by the Council of Ministers and issued by MEIM also provide
a framework for pricing new projects such that the Company will receive a commercial rate of return for each
project. However, there is no assurance that the Council of Ministers and MEIM will adjust the regulated price
for natural gas in the future to accommodate these new projects and any inability of the Company to realise a
commercial rate or return on new gas operations could have an adverse effect on its financial condition and
results of operations. See “Management’s Discussion and Analysis of Results of Operations and Financial
Condition—Factors Affecting the Company’s Results of Operation and Financial Condition—Fiscal Regime
Changes—Gas Price System” and “Regulation of the Oil and Gas Industry in the Kingdom—Regulated Domestic
Pricing of Certain Hydrocarbons—Gas Pricing”.

Climate change concerns and impacts could reduce global demand for hydrocarbons and hydrocarbon-based
products and could cause the Company to incur costs or invest additional capital.

Climate change concerns manifested in public sentiment, government policies, laws and regulations,
international agreements and treaties and other actions may reduce global demand for hydrocarbons and propel a
shift to lower carbon intensity fossil fuels such as gas or alternative energy sources. In particular, increasing
pressure on governments to reduce GHG emissions has led to a variety of actions that aim to reduce the use of
fossil fuels, including, among others, carbon emission cap and trade regimes, carbon taxes, increased energy
efficiency standards and incentives and mandates for renewable energy and other alternative energy sources. In
addition, international agreements that aim to limit or reduce GHG emissions are currently in various stages of
implementation. For example, the Paris Agreement became effective in November 2016, and many of the
countries that have ratified the Paris Agreement are adopting domestic measures to meet its goals, which include
reducing their use of fossil fuels and increasing their use of alternative energy sources. The landscape of
GHGe-related laws and regulations has been in a state of constant re-assessment and, in some cases, it is difficult
to predict with certainty the ultimate impact GHG-related laws, regulations and international agreements will
have on the Company. In some of the areas in which the Company operates such as the Netherlands, GHG



emissions are regulated by the European Union Emissions Trading Scheme. In the future, areas in which the
Company and its subsidiaries operate that are not currently subject to GHG regulation may become regulated and
existing GHG regulations may become more stringent. See “Business—Environment, Health and Safety—GHG
Emissions Management”.

Existing and future climate change concerns and impacts, including physical impacts to infrastructure, and
related laws, regulations, treaties, protocols, policies and other actions could shift demand to lower carbon
intensity fossil fuels, reduce demand for hydrocarbons and hydrocarbon-based products, have a material adverse
effect on the Company’s business, financial condition and results of operations.

Political and social instability and unrest and actual or potential armed conflicts in the MENA region and
other areas may affect the Company’s results of operations and financial condition.

The Company is headquartered and conducts much of its business in the MENA region, which is strategically
important geopolitically and has been subject to political and security concerns and social unrest, especially in
recent years. For example, since 2011, a number of countries in the MENA region have witnessed serious social
unrest, including widespread public demonstrations, and, in certain cases, armed conflict, terrorist attacks,
diplomatic disputes, foreign military intervention and a change of government.

As at the date of this Base Prospectus, armed conflict is ongoing in Yemen, Iraq, Syria and Libya and, since
2017, several ballistic missiles were fired into the Kingdom from Yemen, including at the Jazan region where the
Company has refining and chemicals facilities. Such social unrest and other political and security concerns may
not abate, may worsen and could spread to additional countries. Some of the Company’s facilities, infrastructure
and reserves are located near the borders of countries that have been or may be impacted and may be affected. No
assurance can be given that these political or security concerns or social unrest will not have a material adverse
effect on the Company’s business, financial condition and results of operations.

In addition, the majority of the Company’s crude oil production is exported using international supply routes. In
particular, the Strait of Hormuz and the Suez Canal are key shipping routes for the Company’s products and are
located in areas subject to political or armed conflict from time to time. For example, in April and July 2018,
Yemen’s Houthi group attacked tankers operated by the Saudi National Shipping Company off the coast of
Yemen. Any political or armed conflict or other event, including those described above, that impacts the
Company’s use of the Strait of Hormuz, Suez Canal or other international shipping routes could have a material
adverse effect on the Company’s business, financial condition and results of operations.

Furthermore, there is a risk of terrorism or other armed conflict in the Kingdom and other jurisdictions in which
the Company operates, and the Company’s facilities have been targeted in the past. As at the date of this Base
Prospectus, such attacks have been thwarted, but no assurance can be given that such attacks will be thwarted in
the future. An attack on a field, facility or a pipeline could result in that field, facility or pipeline ceasing
operations, which could have a material adverse effect on the Company’s business, financial condition and
results of operations.

Moreover, the majority of the Company’s assets and operations are located in the Kingdom and, accordingly,
may be affected by the political, social and economic conditions from time to time prevailing in or affecting the
Kingdom or the wider MENA region. Any unexpected changes in political, social or economic conditions may
have a material adverse effect on the Company, which could in turn have a material adverse effect on the
Company’s business, financial condition and results of operations or investments that the Company has made or
may make in the future.

Furthermore, any of the events described above may contribute to instability in the MENA region and may have
a material adverse effect on the willingness of investors to invest in the Kingdom or companies that are based in
the Kingdom, which may in turn adversely affect the market value of the Notes.

The Company operates in a regulated industry and its business may be affected by regulatory changes.

The oil and gas industry in the Kingdom is a regulated industry. See “Business—Relationship with the
Kingdom—The Concession” and “Regulation of the Oil and Gas Industry in the Kingdom” for a description of
the regulations and royal decrees that apply to the Company in the Kingdom and a description of the Concession.
Any change in the Kingdom to the laws, regulations, policies or practices relating to the oil and gas industry
could have a material adverse effect on the Company’s business, financial condition and results of operations. In
addition, although the Concession provides for an initial period of 40 years, which will be extended by the
Government for 20 years provided the Company satisfies certain conditions commensurate with current
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operating practices (and may be amended and extended for an additional 40 years thereafter subject to the
Company and the Government agreeing on the terms of the extension), there is no assurance that the Government
will not revoke the Concession in whole or in part or adversely change the Company’s rights in respect of the
Concession, which would have a significant effect on the Company’s business, financial condition and results of
operations. Furthermore, if the Kingdom were to take additional actions under its regulatory powers or change
laws, regulations, policies or practices relating to the oil and gas industry, the Company’s business, financial
condition and results of operations could be materially and adversely affected.

The equalisation compensation the Company receives from the Government in respect of domestic sales of
certain hydrocarbons may be changed.

The Concession requires the Company to meet domestic demand for certain hydrocarbons, petroleum products
and LPG through domestic production or imports. In addition, pursuant to the Kingdom’s regulatory regime, the
Company is required to sell crude oil, kerosene, diesel, heavy fuel oil and gasoline to third parties in the
Kingdom at the Government’s regulated prices. The regulated prices for these products have historically
generated less sales revenue for the Company than if the same products had been sold for export.

Effective 1 January 2017, the Government implemented an equalisation mechanism to compensate the Company
for the revenue it directly foregoes as a result of selling these products in the Kingdom at regulated prices. Under
this mechanism, the Company receives compensation for the difference between regulated prices and
equalisation prices (which are determined using reported regional prices) in respect of such sales. See
“Regulation of the Oil and Gas Industry in the Kingdom—Regulated Domestic Pricing of Certain Hydrocarbons”
and “Management’s Discussion and Analysis of Results of Operations and Financial Condition—Factors
Affecting the Company’s Results of Operations and Financial Condition—Fiscal Regime Changes”.

No assurance can be given that the equalisation regime will not be revoked or amended on terms less favourable
to the Company than the existing regime. Any such event could have a material adverse effect on the Company’s
earnings, cash flow, financial condition and results of operations. In addition, in the event the equalisation price
is less than the regulated price, the difference would be due from the Company to the Government.

The Company is required to obtain, maintain and renew governmental licences, permits and approvals in
order to operate its businesses.

The rights granted to the Company under the Concession represent the Company’s licenses, permits, and
approvals necessary to conduct business in the Kingdom with respect to Hydrocarbons operations and related
activities. However, the Company is required to obtain and renew any license, permit, or approval required under
the Hydrocarbons Law or GSPR, or in relation to activities unrelated to Hydrocarbons operations. See
“Business—Relationship with the Kingdom—The Concession” and “Regulation of the Oil and Gas Industry in the
Kingdom”. There can be no assurance that the relevant authorities will issue any such licences, permits or
approvals in the time frame anticipated by the Company, or at all. Any failure to renew, maintain or obtain the
required permits and approvals, or the revocation or termination of existing licences, permits and approvals, may
interrupt the Company’s operations and could have an material adverse effect on the Company’s business,
financial condition and results of operations.

The Company’s operations are subject to extensive environmental protection, health and safety laws and
regulations.

The Company’s operations are subject to extensive laws and regulations relating to environmental protection,
health and safety. These laws and regulations govern, among other things, the generation, storage, handling, use,
disposal and transportation of hazardous materials, the emission and discharge of hazardous materials,
groundwater use and contamination and the health and safety of the Company’s employees and the communities
in which it operates. Compliance with these obligations can result in significant expenditures. From time to time,
the Company has been subject to shutdowns of certain facilities and in the future may be subject to the partial or
total shutdown of related operations or fines for any failure to comply with applicable laws and regulations.
Furthermore, a stricter interpretation of existing laws and regulations, any changes in these laws and regulations
or the enactment of new laws and regulations may impose new obligations on the Company or otherwise
adversely affect the Company’s business, financial condition and results of operations. See “Business—
Environment, Health and Safety”.

The Company may also (i) incur significant costs associated with the investigation, clean up and restoration of
contaminated land, water or ecosystems, as well as claims for damage to property, and (ii) face claims of death or
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injury to persons resulting from exposure to hazardous materials or adverse impacts on natural resources and
properties of others resulting from its operations (including potentially from the transportation of hazardous
substances and products, raw materials or chemical pollution). Any such costs or liabilities could have a material
adverse effect on the Company’s business, financial condition and results of operations. In particular, in the
United States, Motiva and other companies in the petroleum refining and marketing industry historically used
MTBE as a gasoline additive. Motiva is a party to pending lawsuits concerning alleged environmental impacts
associated with historic releases of MTBE in the United States, many of which involve other petroleum
marketers and refiners. Plaintiffs in these MTBE lawsuits generally seek to spread liability among large groups
of oil companies and seek substantial damages. Additional lawsuits and claims related to the use of MTBE,
including personal-injury claims, may be filed in the future. Motiva could be subject to material liabilities
relating to MTBE claims.

The Company may be affected by international trade litigation, disputes or agreements.

Exports of crude oil, refined products and petrochemicals by the Company or its affiliates to foreign countries
may be affected by litigation, disputes or agreements that lead to the imposition of import trade measures,
including anti-dumping and countervailing duties, safeguard measures, import licensing and customs
requirements. The possibility and effect of any such measures will depend on the domestic laws in the relevant
country to which the applicable products are being exported and applicable international trade agreements. Since
the majority of the Company’s products are exported, any such measures may have a material adverse effect on
the Company’s business, financial condition and results of operations.

In addition, the Kingdom is a party to international trade agreements, such as World Trade Organisation
agreements that include commitments by the Kingdom with respect to its laws, regulations and practices that
impact international trade. The Kingdom may become a party to other such agreements in the future. Compliance
by the Kingdom with any such commitments may directly or indirectly impact the Company and could cause the
Company to alter its operations in a manner that is costly or otherwise has a material adverse effect on its
business, financial condition or results of operations. If the Kingdom fails to comply with these trade agreement
commitments, the Company’s business operations could be exposed to scrutiny and its exports to potential
remedial measures, such as duties, which could have a material adverse effect on the Company’s business,
financial condition and results of operations.

The Company’s financial condition and results of operations may be adversely affected if the Kingdom stops
pegging the SAR to the U.S. Dollar.

The Company has determined that the U.S. Dollar is its functional currency because a substantial amount of its
products are traded in U.S. Dollars in international markets. However, many of its operational and other expenses
are denominated in SARs, which have been exchanged at a fixed rate to the U.S. Dollar in the Kingdom since
1986. If the Kingdom’s policy of pegging the SAR to the U.S. Dollar were to change in the future and the SAR
were to become stronger relative to the U.S. Dollar, the Company may experience a significant increase in the
SAR denominated costs of its operations. Such an increase could have a material adverse effect on the
Company’s business, financial condition and results of operations.

In addition, the Company pays dividends to its sole shareholder, the Government, in U.S. Dollars. If the SAR is
no longer pegged to the U.S. Dollar and the value of the SAR were to change, the Company may be required to
expend additional cash to fund any dividends. Such changes could have a material adverse effect on the
Company’s financial condition.

Risk Factors Relating to the Structure of a Particular Issue of Notes

A wide range of Notes may be issued under the Programme. A number of these Notes may have features which
contain particular risks for potential investors. Set out below is a description of the most common such features.

The Company’s financial obligations, including its obligations under the Notes, are not guaranteed by the
Government.

Although the Company is wholly owned by the Government, the Company’s obligations under the Notes are not
guaranteed by the Government. In addition, the Government is under no obligation to extend financial support to
the Company. Accordingly, the Company’s financial obligations, including its obligations under the Notes, are
not, and should not be regarded as, obligations of the Government. The Company’s ability to meet its financial
obligations under the Notes is dependent on its ability to fund such amounts from its revenue, net income and
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cash flows. Therefore, any decline in the Company’s operating revenues, profits and cash flows, or any difficulty
in securing external funding, could have a material and adverse effect on the ability of the Company to meet its
payment obligations under the Notes.

Inverse floating rate Notes may be volatile.

Inverse floating rate Notes have an interest rate equal to a fixed rate minus a rate based upon a reference rate
(such as LIBOR or EURIBOR). The market values of these Notes typically are more volatile than market values
of other conventional floating rate debt securities based on the same reference rate (and with otherwise
comparable terms). Inverse floating rate Notes are more volatile because an increase in the reference rate not
only decreases the interest rate of such Notes, but may also reflect an increase in prevailing interest rates, which
further adversely affects the market value of such Notes.

Fixed/floating rate Notes have risks that conventional fixed rate notes do not.

Fixed/floating rate Notes may bear interest at a rate that converts from a fixed rate to a floating rate, or from a
floating rate to a fixed rate. Where the Issuer has the right to effect such a conversion, this will affect the
secondary market and the market value of the Notes since the Issuer may be expected to convert the rate when it
is likely to produce a lower overall cost of borrowing. If the Issuer converts from a fixed rate to a floating rate in
such circumstances, the spread on the fixed/floating rate Notes may be less favourable than then prevailing
spreads on comparable floating rate Notes tied to the same reference rate. In addition, the new floating rate at any
time may be lower than the rates on other Notes. If the Issuer converts from a floating rate to a fixed rate in such
circumstances, the fixed rate may be lower than then prevailing rates on its Notes.

Notes may be issued at a substantial discount or premium and the market value thereof may be volatile.

The market values of securities issued at a substantial discount or premium from their principal amount tend to
fluctuate more in relation to general changes in interest rates than do prices for conventional interest bearing
securities. Generally, the longer the remaining term of the securities, the greater the price volatility as compared
to conventional interest bearing securities with comparable maturities.

The trading price of any fixed rate Notes is dependent on the interest rate environment and the trading price
will fall as prevailing interest rates rise.

The trading price of any fixed rate Notes will depend on a variety of factors, including, without limitation, the
interest rate environment. Each of these factors may be volatile, and may or may not be within the Company’s
control. Generally, if interest rates rise, or are expected to rise, during the term of any fixed rate Notes, the
trading price of such Notes will decrease.

The Notes may be redeemed prior to their final maturity date for tax reasons.

If the Issuer becomes obligated to pay any additional amounts in respect of the Notes as provided or referred to in
Condition 7 (Taxation) as a result of any change in, or amendment to, the tax laws or regulations of the Kingdom
or any change in the application or official interpretation of such laws or regulations, which change or
amendment becomes effective on or after the date on which agreement is reached to issue a Tranche of the Notes,
the Issuer may redeem all but not some only of the outstanding Notes of such Tranche in accordance with
Condition 6.2 (Redemption for tax reasons). In such circumstances, an investor may not be able to reinvest the
redemption proceeds in a comparable security with a similar rate of return, which may have an adverse effect on
the position of such investor.

There are risks that certain “benchmarks” to which the Notes are linked may be administered differently or
discontinued in the future, including the potential phasing-out of LIBOR after 2021, which may adversely
affect the value and return on such Notes.

LIBOR, EURIBOR and other interest rates and indices which are deemed to be “benchmarks” are the subject of
ongoing regulatory reform. Following the implementation of any such potential reforms, the manner of
administration of benchmarks may change, with the result that they may perform differently than in the past, or
benchmarks could be eliminated entirely, or there could be other consequences which cannot be predicted. For
example, on 27 July 2017, the FCA announced that it will no longer persuade or compel banks to submit rates for
the calculation of LIBOR after 2021, which was further reiterated in an FCA announcement on 12 July 2018
which described the transition away from LIBOR. These FCA announcements indicate that the continuation of
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LIBOR on the current basis cannot be guaranteed after 2021 and that planning a transition to alternative reference
rates that are based firmly on transactions, such as reformed SONIA (the Sterling Over Night Index Average),
must begin. The potential elimination of LIBOR or any other benchmark or changes in the manner of
administration of a benchmark could require an adjustment to the terms and conditions, or result in other
consequences, in respect of any Notes linked to such benchmark.

If LIBOR were discontinued or otherwise unavailable, the rate of interest on floating rate Notes which reference
LIBOR will be determined for the relevant period by the fallback provisions applicable to such Notes. Depending
on the manner in which the LIBOR rate is to be determined under the terms and conditions, this may: (i) if [SDA
Determination applies, be reliant upon the provision by reference banks of offered quotations for the LIBOR rate
which, depending on market circumstances, may not be available at the relevant time; or (ii) if Screen Rate
Determination applies, result in the effective application of a fixed rate based on the rate which applied in the
previous period when LIBOR was available. Any of the foregoing could have an adverse effect on the value or
liquidity of, and return on, any floating rate Notes which reference LIBOR.

Risk Factors Relating to the Notes Generally

Noteholders are exposed to the consequences of a minimum specified denomination plus a higher integral
multiple for the Notes to be traded in clearing systems.

The Terms and Conditions of the Notes provide that Notes shall be issued with a minimum denomination of
€100,000 (or its equivalent in another currency) and integral multiples of an amount in excess thereof in the
relevant Specified Currency. Where Notes are traded in a clearing system, it is possible that the clearing systems
may process trades which could result in amounts being held in denominations smaller than the minimum
denominations specified in the relevant Final Terms related to an issue of Notes. If Definitive Notes are required
to be issued in relation to such Notes in accordance with the provisions of the terms of the applicable Global
Notes, a holder who does not have an integral multiple of the minimum denomination in its account with the
relevant clearing system at the relevant time may not receive all of its entitlement in the form of Definitive Notes
unless and until such time as its holding becomes an integral multiple of the minimum denomination.

An active trading market for Notes may not develop.

Notes issued under the Programme may have no established trading market when issued, and one may never
develop. If a market does develop, it may not be very liquid. Therefore, investors may not be able to sell their
Notes easily or at prices that will provide them with a yield comparable to similar investments that have a
developed secondary market. This is particularly the case for Notes that are especially sensitive to interest rate,
currency or market risks, are designed for specific investment objectives or strategies or have been structured to
meet the investment requirements of limited categories of investors. These types of Notes generally would have a
more limited secondary market and more price volatility than conventional debt securities. Illiquidity could have
a material adverse effect on the market value of Notes.

Application has been made for the listing of Notes on the Official List and for trading on the Regulated Market of
the London Stock Exchange. There can be no assurance that either such listings or declaration will be obtained
or, if such listings or declaration is obtained, that an active trading market will develop or be sustained. In
addition, the liquidity of any market for Notes will depend on the number of holders of Notes, the interest of
securities dealers in making a market in Notes and other factors. Accordingly, there can be no assurance as to the
development or liquidity of any market for Notes.

The market price of Notes may be volatile.

The market price of Notes could be subject to significant fluctuations in response to actual or anticipated
variations in the Company’s operating results and those of its competitors, adverse business developments,
changes to the regulatory environment in which the Company operates, changes in financial estimates by
securities analysts, as well as other factors. In addition, the market price of the Notes could be affected by the
actual or expected issuance of additional indebtedness of the Company. In this regard, on 27 March 2019, the
Company announced it had entered into a purchase agreement with the PIF to acquire the PIF’s 70% equity
interest in SABIC for total consideration of $69.1 billion. Half of the purchase price and certain other amounts
will be secured by promissory notes to be issued by the Issuer in favour of the PIF. The promissory notes will be
fully transferable and assignable and may be pledged by the PIF, subject to a right of first refusal in favour of the
Company to purchase the promissory notes if the PIF receives any offer or commitment of financing which
would include a transfer of the promissory notes. See “—The Company may not realise some or all of the
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expected benefits of future acquisitions, including with respect to SABIC” and “Overview—Proposed Acquisition
of an Equity Interest in SABIC”.

Furthermore, in recent years the global financial markets have experienced significant price and volume
fluctuations, which, if repeated in the future, could have a material adverse effect on the market price of Notes
without regard to the Company’s business, prospects, financial condition, cash flows or results of operations.
Factors, including increased competition, fluctuations in commodity prices or the Company’s operating results,
the regulatory environment, availability of reserves, general market conditions, natural disasters, terrorist attacks
and war, could have a material adverse effect on the market price of Notes.

Exchange rate risks exist to the extent payments in respect of Notes are made in a currency other than the
currency in which an investor’s activities are denominated.

The Issuer will pay principal and interest on the Notes in the Specified Currency (as defined in the Final Terms).
This presents certain risks relating to currency conversions if the Investor’s Currency is different from the
Specified Currency. These include the risk that exchange rates may significantly change (including changes due
to devaluation of the Specified Currency or revaluation of the Investor’s Currency) and the risk that authorities
with jurisdiction over the Investor’s Currency may impose or modify exchange controls. In addition, such risks
generally depend on economic and political events over which the Issuer has no control. An appreciation in the
value of the Investor’s Currency relative to the Specified Currency would decrease: (i) the Investor’s Currency
equivalent yield on the Notes; (ii) the Investor’s Currency equivalent value of the principal payable on the Notes;
and (iii) the Investor’s Currency equivalent market value of the Notes.

Government and monetary authorities may impose (as some have done in the past) exchange controls that could
adversely affect an applicable exchange rate as well as the availability of a specified foreign currency at the time
of payment of principal or interest, if any, on Notes. As a result, investors may receive less interest or principal
than expected, or no interest or principal. Even if there are no actual exchange controls, it is possible that the
Specified Currency for any particular Note not denominated in U.S. Dollars would not be available at the
maturity of a series of Notes. In that event, the Issuer would make required payments in U.S. Dollars on the basis
of the market exchange rate on the date of such payment, or if such rate of exchange is not then available, on the
basis of the market exchange rate as at the most recent practicable date.

Credit ratings may not reflect all risks.

One or more independent credit rating agencies may assign credit ratings to the Notes. The Company’s credit
ratings are an assessment by the relevant rating agencies of its ability to pay its debts when due. The ratings may
not reflect the potential impact of all risks related to the structure and marketing of Notes issued under this Base
Prospectus, and other factors that may affect the value of the Notes. A credit rating is not a recommendation to
buy, sell or hold securities and may be revised or withdrawn by the rating agency at any time. Any future
downgrade or withdrawal at any time of a credit rating assigned to the Company by any rating agency could have
a material adverse effect on the market value of the Notes, the Company’s cost of borrowing and its access to
debt capital markets. In addition, the Company’s credit rating could be affected by changes in the Kingdom’s
credit rating.

Legal investment considerations may restrict certain investments.

The investment activities of certain investors are subject to legal investment laws and regulations, or review or
regulation by certain authorities. Each potential investor should consult its legal advisers to determine whether
and to what extent: (i) Notes constitute legal investments for it; (ii) Notes can be used as collateral for various
types of borrowing; and (iii) other restrictions apply to any purchase or pledge of any Notes by the investor.
Financial institutions should consult their legal advisers or the relevant regulators to determine the appropriate
treatment of Notes under any applicable risk-based capital or similar rules and regulations.

The Issuer may, without the consent of the Noteholders, issue additional Notes. These additional Notes, even
if they are treated for non-tax purposes as part of the same series as the original Notes, may be treated as a
separate series for U.S. federal income tax purposes.

The Issuer may, without the consent of the holders of the Notes of the relevant Series, issue additional Tranches
of Notes which may be consolidated and form a single Series with one or more Tranches previously issued.
Notwithstanding the foregoing, such additional Tranches may be treated as a separate series for U.S. federal
income tax purposes. In such a case, the Notes of any such additional Tranche may be considered to have been
issued with “original issue discount” for U.S. federal income tax purposes and this may reduce the market value
of the Notes of such Tranche to certain classes of investors.
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Risk Factors Relating to Enforcement

Enforcement in the Kingdom of an arbitral award relating to the Notes may be challenged in certain
circumstances and enforcement may take a significant amount of time.

The Trust Deed provides that any dispute, claim, difference or controversy arising out of, relating to, or having
any connection with the Notes and the Trust Deed shall be referred to, and finally resolved by, arbitration under
the Arbitration Rules (“LCIA Rules”) of the London Court of International Arbitration (the “LCIA”), in
London, England. Noteholders will therefore only have recourse to LCIA arbitration in order to enforce their
contractual rights relating to the Notes.

The Kingdom is a signatory to the New York Convention on the Recognition and Enforcement of Foreign
Arbitral Awards 1958. Accordingly, courts in the Kingdom have an obligation to recognise and enforce foreign
arbitral awards unless (i) the party opposing enforcement can prove one of the grounds under Article V of the
New York Convention to refuse enforcement, which include, without limitation, that the agreement is not valid
under the law governing it, the party against whom the award is invoked was not given proper notice of the
arbitration proceeding, the award contains decisions beyond the scope of the matters submitted to arbitration and
the award has been set aside or suspended by a competent authority of the country in which, or under the law of
which, the award was made, or (ii) the Kingdom courts find that the subject matter of the dispute is not capable
of settlement by arbitration or enforcement or would be contrary to the public policy of the Kingdom. For
example, the laws of the Kingdom do not recognise the concept of a trust and, accordingly, the Kingdom courts
may recharacterise the trust established pursuant to the Trust Deed in the context of the concept of amanah.
Under Saudi Arabian law, an amin is a person who is charged with the responsibility of holding and/or looking
after assets belonging to another (amanah). An amin would be responsible for maintaining the assets it is holding
for another and would be liable for any damage or loss caused to such assets where the damage or loss is caused
by the amin’s negligence or by acting ultra vires. As such, there can be no assurance that the obligations of the
Trustee under the Trust Deed to act on behalf of the Noteholders in accordance with their instructions would be
enforceable or recognised under the laws of the Kingdom in the same manner as under English law. In addition,
pursuant to the New York Convention, enforcement of any arbitral award in the Kingdom is subject to filing a
legal action for recognition and enforcement of the foreign arbitral award with the enforcement departments of
the general courts in the Kingdom, which can take considerable time.

As a result, enforcement of an arbitral award relating to the Notes in the Kingdom may take a significant amount
of time and enforcement of any arbitration award in the Kingdom may be challenged in the circumstances
described above. Since a substantial portion of the Issuer’s assets and operations are located in the Kingdom,
delay in enforcement in the Kingdom of an arbitral award relating to the Notes or any inability to enforce an
arbitral award in the Kingdom could have a material adverse effect on Noteholders’ recourse to the Issuer’s
assets to satisfy amounts due under the Notes.

Foreign judgments may not be enforceable against the Issuer and it may not be possible to effect service of
process on the Issuer.

In the absence of a treaty for the reciprocal enforcement of foreign judgments with the jurisdiction in which a
judgment is obtained, the courts of the Kingdom are unlikely to enforce a judgment obtained in courts outside the
Kingdom without reexamining the merits of the claim, including any judgment predicated upon United States
federal securities laws or the securities laws of any state or territory within the United States. In addition, the
courts of the Kingdom may (i) decline to enforce a foreign judgment if certain criteria are not met, including, but
not limited to, compliance with public policy of the Kingdom or (ii) decline to entertain original actions brought
in the Kingdom against the Issuer or its directors or officers predicated upon the securities laws of the United
States or any state in the United States.

Additionally, the Issuer is a joint stock company incorporated in the Kingdom and a substantial portion of its
assets and operations are located there. As a result, it may not be possible for investors to effect service of
process upon the Issuer outside the Kingdom.

The inability to enforce a foreign judgment or effect service of process in the Kingdom could have a material
adverse effect on Noteholders’ recourse to the Issuer’s assets with respect to any claim.

Contractual obligations governing the payment of interest may not be enforceable under Saudi Arabian law.

The legal regime in the Kingdom governing transactions such as the issuance of the Notes includes Shari’ah
principles which are often expressed in general terms, providing Saudi Arabian courts and adjudicatory bodies
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with considerable discretion as to how to apply such principles. Under Shari’ah principles as applied in the
Kingdom, the charging and payment of interest, which is deemed to constitute unlawful gain (riba), is prohibited.
To the extent that any contractual provision of the Notes is viewed or characterised by a Saudi Arabian court or
adjudicatory body as relating to interest, such provision may not be enforceable in the Kingdom.

Noteholders are subject to risks related to a possible change in law.

The structure of the issue of Notes is based on English law and administrative practices in effect as at the date of
this Base Prospectus. No assurance can be given as to the impact of any possible change to English law or
administrative practices after the date of this Base Prospectus, nor can any assurance be given as to whether any
such change could adversely affect the ability of the Issuer to make payments under the Notes.

No assurance can be given as to the impact of any possible judicial decision or changes in English law or
administrative practice after the date of this Base Prospectus.

Provisions of Notes permit defined majorities to bind all Noteholders and the Trustee to take certain actions.

The conditions of the Notes contain provisions for calling meetings of Noteholders to consider matters affecting
their interests generally. These provisions permit defined majorities to bind all Noteholders, including
Noteholders who did not attend and vote at the relevant meeting and Noteholders who voted in a manner contrary
to the majority.

The conditions of the Notes also provide that the Trustee may, without the consent of Noteholders, agree to:
(i) certain modifications of, or to the waiver or authorisation of any breach or proposed breach of, any of the
provisions of the Notes or the Trust Deed or (ii) determine without the consent of the Noteholders that any Event
of Default (as defined in the Trust Deed) or potential Event of Default shall not be treated as such where, in each
case, it is not materially prejudicial to the interests of the Noteholders.

Risks Factors Relating to Notes Denominated in Renminbi

RMB Notes may be issued under the Programme. A description of risks which may be relevant to an investor in
RMB Notes is set out below:

Renminbi is not freely convertible and there are significant restrictions on the remittance of Renminbi into
and out of the People’s Republic of China (the “PRC”), which may adversely affect the Issuer’s ability to
satisfy its obligations under RMB Notes.

The government of the PRC (the “PRC Government”) continues to regulate conversion between Renminbi and
foreign currencies. Currently, the Renminbi is not freely convertible into other currencies.

However, there has been significant reduction in control by the PRC Government in recent years, particularly
over trade transactions involving import and export of goods and services as well as other frequent routine
foreign exchange transactions. These transactions are known as current account items.

On the other hand, remittance of Renminbi into and out of the PRC for the settlement of capital account items,
such as capital contributions, debt financing and securities investment, is generally only permitted upon obtaining
specific approvals from, or completing specific registrations or filings with, the relevant authorities on a
case-by-case basis and is subject to a strict monitoring system.

Although, from 1 October 2016, Renminbi has been be added to the Special Drawing Rights basket created by
the International Monetary Fund (the “IMF”), there is no assurance that the PRC Government will continue to
gradually liberalise control over cross-border remittance of Renminbi that the schemes for Renminbi cross-
border utilisation will not be discontinued or that new regulations in the PRC will not be promulgated in the
future which have the effect of restricting or eliminating the remittance of Renminbi into or out of the PRC.
Despite the Renminbi internationalisation pilot programme and efforts in recent years to internationalise the
currency, there can be no assurance that the PRC Government will not impose interim or long-term restrictions
on the cross-border remittance of Renminbi. In the event that funds cannot be repatriated out of the PRC in
Renminbi, this may affect the availability of Renminbi outside the PRC and the ability of the Issuer to source
Renminbi to satisfy its obligations under RMB Notes.

There is only limited availability of Renminbi outside the PRC, which may affect the liquidity of the RMB
Notes and the ability of the Issuer to source Renminbi outside the PRC to service RMB Notes.

As a result of the restrictions imposed by the PRC Government on cross-border Renminbi fund flows, the
availability of Renminbi outside the PRC is limited.
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While the People’s Bank of China (“PBoC”) has: (i) entered into the agreements (the “Settlement
Arrangements”) on the clearing of Renminbi business with financial institutions (the “Renminbi Clearing
Banks”) in a number of financial centres and cities, including but not limited to Hong Kong, (ii) established the
Cross-Border Inter-Bank Payments System to facilitate cross-border Renminbi settlement and (iii) is further in
the process of establishing Renminbi clearing and settlement mechanisms in several other jurisdictions, the
current size of Renminbi denominated financial assets outside the PRC remains limited.

There are restrictions imposed by the PBoC on Renminbi business-participating banks in respect of cross-border
Renminbi settlement, such as those relating to direct transactions with PRC enterprises. Furthermore, Renminbi
business-participating banks do not have direct Renminbi liquidity support from PBoC, although PBoC has
gradually allowed participating banks to access the PRC’s onshore inter-bank market for the purchase and sale of
Renminbi. The Renminbi Clearing Banks only have limited access to onshore liquidity support from PBoC for
the purpose of squaring open positions of participating banks for limited types of transactions and are not obliged
to square for participating banks any open positions resulting from other foreign exchange transactions or
conversion services. In cases where the participating banks cannot source sufficient Renminbi through the above
channels, they will need to source Renminbi from outside the PRC to square such open positions.

Although it is expected that the offshore Renminbi market will continue to grow in depth and size, its growth is
subject to many constraints as a result of PRC laws and regulations on foreign exchange. There is no assurance
that new PRC regulations will not be promulgated or that the Settlement Arrangements will not be terminated or
amended in the future which will have the effect of restricting availability of Renminbi outside the PRC. The
limited availability of Renminbi outside the PRC may affect the liquidity of the RMB Notes. To the extent the
Issuer is required to source Renminbi in the offshore market to service the RMB Notes, there is no assurance that
the Issuer will be able to source such Renminbi on satisfactory terms, if at all.

Investment in RMB Notes is subject to exchange rate risks.

The value of Renminbi against other foreign currencies fluctuates from time to time and is affected by changes in
the PRC and international political and economic conditions as well as many other factors. Recently, the PBoC
implemented changes to the way it calculates the Renminbi’s daily mid-point against the U.S. dollar to take into
account market-maker quotes before announcing such daily mid-point. This change, and others that may be
implemented, may increase the volatility in the value of the Renminbi against foreign currencies. All payments of
interest and principal will be made in Renminbi with respect to the RMB Notes unless otherwise specified. As a
result, the value of these Renminbi payments may vary with the changes in the prevailing exchange rates in the
marketplace. If the value of Renminbi depreciates against another foreign currency, the value of the investment
made by a holder of the RMB Notes in that foreign currency will decline.

Investment in the RMB Notes is subject to currency risk.

If the Issuer is not able, or it is impracticable for it, to satisfy its obligation to pay interest and principal on the
RMB Notes as a result of a Renminbi Currency Event (as defined in Condition 5.6 (Renminbi Currency Event)),
the Issuer shall be entitled, on giving notice as soon as practicable to the investors in accordance with the
Conditions stating the occurrence of the Renminbi Currency Event, giving details thereof and the action proposed
in relation thereto, to settle any such payment in the Relevant Currency (as specified in the applicable Final
Terms) converted using the Spot Rate for the relevant Rate Calculation Date (as defined in the Conditions) of any
such interest or principal, as the case may be.

Payments with respect to the RMB Notes may be made only in the manner designated in the RMB Notes.

All payments to investors in respect of the RMB Notes will be made solely: (i) for so long as the RMB Notes are
represented by global certificates held with a common depositary for Clearstream, Luxembourg and Euroclear or
any alternative clearing system, by transfer to a Renminbi bank account maintained in Hong Kong or in the RMB
Settlement Centre(s), if so specified in the applicable Final Terms; (ii) for so long as the RMB Notes are
represented by global certificates, by transfer to a Renminbi bank account maintained in Hong Kong in
accordance with prevailing rules and procedures; or (iii) for so long as the RMB Notes are in definitive form, by
transfer to a Renminbi bank account maintained in Hong Kong or in the RMB Settlement Centre(s), if so
specified in the applicable Final Terms, in accordance with prevailing rules and regulations. The Issuer cannot be
required to make payment by any other means (including in any other currency or by transfer to a bank account
in the PRC).

18



Gains on the transfer of the RMB Notes may become subject to income taxes under PRC tax laws.

Under the PRC Enterprise Income Tax Law, the PRC Individual Income Tax Law and the relevant implementing
rules, as amended from time to time, any gain realised on the transfer of RMB Notes by a non-PRC resident
enterprise or individual holders may be subject to PRC enterprise income tax (“EIT”) or PRC individual income
tax (“II'T”) if such gain is regarded as income derived from sources within the PRC. The PRC Enterprise Income
Tax Law levies EIT at the rate of 20% of the gains derived by such non-PRC resident enterprise or individual
holder from the transfer of RMB Notes but its implementation rules have reduced the enterprise income tax rate
to 10% The PRC Individual Income Tax Law levies IIT at a rate of 20% of the gains derived by such non-PRC
resident or individual holder from the transfer of RMB Notes.

However, uncertainty remains as to whether the gains realised from the transfer of RMB Notes by a non-PRC
resident enterprise or individual holders would be treated as income derived from sources within the PRC and
become subject to the EIT or IIT. This will depend on how the PRC tax authorities interpret, apply or enforce the
PRC Enterprise Income Tax Law, the PRC Individual Income Tax Law and the relevant implementing rules.
According to the arrangement between the PRC and Hong Kong, for avoidance of double taxation, holders who
are residents of Hong Kong, including enterprise holders and individual holders, will not be subject to EIT or IIT
on capital gains derived from a sale or exchange of RMB Notes.

Therefore, if a non-PRC enterprise or individual resident holders are required to pay PRC income tax on gains
derived from the transfer of RMB Notes, unless there is an applicable tax treaty between PRC and the jurisdiction
in which such non-PRC enterprise or individual resident holder of RMB Notes resides that reduces or exempts
the relevant EIT or IIT, the value of their investment in RMB Notes may be materially and adversely affected.
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OVERVIEW

This overview does not contain all of the information that is important to making a decision to invest in Notes.
Any decision to invest in Notes should be based on a consideration of this Base Prospectus as a whole. In
particular, it is important to carefully consider the Section entitled “Risk Factors” prior to making an investment
decision with respect to Notes.

All natural resources within the Kingdom, including hydrocarbons, are owned by the Kingdom. Through the
Concession, the Government has granted the Company the exclusive right to explore, develop and produce the
Kingdom’s hydrocarbon resources, except in the Excluded Areas. See “Business—Relationship with the
Kingdom—The Concession”. Unless otherwise indicated, any reference in this Base Prospectus to reserves of
crude oil and condensate, natural gas or other hydrocarbons are reserves owned by the Kingdom that the
Company has the right to operate and develop through the Concession and exclude reserves other entities have
the right to develop, including AGOC, the Company’s wholly owned subsidiary, which operates in the
partitioned territory between the Kingdom and the State of Kuwait.

Overview of the Company
Overview of the Company’s Business

The Company is the world’s largest integrated oil and gas company. In 2018, the Company produced
13.6 million barrels per day of oil equivalent, including 10.3 million barrels per day of crude oil (including
blended condensate). The Company’s crude oil production accounted for approximately one in every eight
barrels of crude oil produced globally from 2016 to 2018. As at 31 December 2017, the Company’s proved
liquids reserves were more than five times the combined proved liquids reserves of the Five Major I0Cs. In
addition, the Company’s net refining capacity as at 31 December 2017 made it the fourth largest integrated
refiner in the world based on a comparison with third party refining capacity data provided by the Industry
Consultant. As at 31 December 2018, the Company had a gross refining capacity of 4.9 million barrels per day
and net refining capacity of 3.1 million barrels per day. The Company expects the Jazan integrated petrochemical
refinery and the PRefChem integrated refinery and petrochemicals complex to commence operations by the end
of 2019, which will increase the Company’s gross refining capacity to 5.6 million barrels per day and net refining
capacity to 3.7 million barrels per day. The Company is focussed on maintaining its pre-eminent upstream
position and continued strategic integration of its downstream operations to secure demand for its crude oil and
to capture value across the hydrocarbon chain.

The Company’s heritage dates back to 1933 as an upstream venture founded by predecessors to Chevron and
ExxonMobil, two of today’s Five Major IOCs. The Company’s upstream operations are based in the Kingdom
and it also operates a global downstream business. Its primary business segments are the upstream segment and
the downstream segment, which are supported by the corporate segment.

For the year ended 31 December 2018, the Company generated SAR 453.7 billion ($121.0 billion) in net cash
provided by operating activities and SAR 321.9 billion ($85.8 billion) of Free Cash Flow. The Company operates
within a conservative financial framework, with a net cash position as at 31 December 2018, which led to a
Gearing ratio of (8.6)%. Free Cash Flow and Gearing are non-IFRS measures. For a definition of Free Cash Flow
and Gearing and a reconciliation to the nearest financial measures calculated in accordance with IFRS, see
“Alternative Performance Measures—Free Cash Flow” and “Alternative Performance Measures—Gearing”.

Upstream

The Company is the world’s leading producer of crude oil and condensate. In 2018, the Company produced
13.6 million barrels per day of oil equivalent, including 10.3 million barrels per day of crude oil (including
blended condensate), an additional 0.2 million barrels per day of unblended condensate, 1.1 million barrels per
day of NGLs, 8.9 billion standard cubic feet per day of natural gas and 1.0 billion standard cubic feet per day of
ethane. As at 31 December 2018, the Kingdom’s reserves in the fields the Company operates consisted of
336.2 billion barrels of oil equivalent, including 261.5 billion barrels of crude oil and condensate, 36.1 billion
barrels of NGLs and 233.8 trillion standard cubic feet of natural gas.

Under the Original Concession, which was in effect until 24 December 2017, the Company’s rights with respect
to hydrocarbons in the Kingdom were not limited to a particular term. Effective 24 December 2017, the
Concession grants the Company the exclusive right to explore, develop and produce the Kingdom’s hydrocarbon
resources, except in the Excluded Areas, for an initial period of 40 years, which will be extended by the
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Government for 20 years provided the Company satisfies certain conditions commensurate with current
operating practices. The Excluded Areas consist of: (a) the boundaries of the Holy Mosques in both Makkah
Al-Mukarramah and Madinah Al-Munawwarah, (b) the partitioned territory and its adjoining offshore areas in
accordance with the agreements between the Kingdom and the State of Kuwait and (c) the common zone in the
Red Sea in accordance with the agreement between the Kingdom and the Republic of Sudan. In addition, the
Concession may be extended for an additional 40 years beyond the prior 60 year period subject to the Company
and the Government agreeing on the terms of the extension. See “Business—Relationship with the Kingdom—The
Concession”. The Concession also requires the Company to meet domestic demand for certain hydrocarbons,
petroleum products and LPG through domestic production or imports.

Based on the initial 40 year period and 20 year extension of the Concession, as at 31 December 2018 the
Company’s reserves were 256.9 billion barrels of oil equivalent (sufficient for proved reserves life of 52 years),
consisting of 201.4 billion barrels of crude oil and condensate 25.4 billion barrels of NGLs and 185.7 trillion
standard cubic feet of natural gas. As at 31 December 2018, the Company’s portfolio included 498 reservoirs
within 136 fields distributed throughout the Kingdom and its territorial waters. As at 31 December 2017, the
Company’s reserves were 260.2 billion barrels of oil equivalent (sufficient for proved reserves life of 54 years),
consisting of 204.8 billion barrels of crude oil and condensate, 26.0 billion barrels of NGLs and 181.0 trillion
standard cubic feet of natural gas, which was significantly longer than the 9 to 15 year proved reserves life of any
of the Five Major IOCs based on publicly available information.

The Company manages the Kingdom’s unique reserves and resources base to optimise production and maximise
long term value pursuant to the Hydrocarbons Law, which mandates that the Company’s hydrocarbon operations
promote long-term productivity of the Kingdom’s reservoirs and support the prudent stewardship of its
hydrocarbon resources. The Company has historically replaced the Kingdom’s reserves in a low-cost manner and
on an organic basis through revisions of reserve estimates at existing fields and through delineation and
exploration to identify new fields. As a result, the Kingdom’s estimated proved reserves in the largest fields
operated by the Company have increased since their initial production.

Based on a comparison of production cost data of the Five Major IOCs and other leading oil and gas companies,
the Company is uniquely positioned as the lowest cost producer globally as at 31 December 2017. The
Company’s average upstream lifting cost was SAR 10.6 ($2.8) per barrel of oil equivalent produced in 2018,
following the Industry Consultant’s methodology. In addition, the Company’s upstream capital expenditures for
the year ended 31 December 2018 averaged SAR 17.7 ($4.7) per barrel of oil equivalent produced also following
the Industry Consultant’s methodology. The Company’s low cost position is due to the unique nature of the
Kingdom’s geological formations, favourable onshore and shallow water offshore environments in which the
Company’s reservoirs are located, synergies available from the Company’s use of its large infrastructure and
logistics networks, its low depletion rate operational model and its scaled application of technology. Given the
quality of most of the Company’s reservoirs and its operational model, it is possible to achieve high recovery
factors while maintaining relatively low water cut levels for long periods of time.

The Company maintains MSC in accordance with the requirements of the Hydrocarbons Law. MSC refers to the
average maximum number of barrels per day of crude oil that can be produced for one year during any future
planning period, after taking into account all planned capital expenditures and maintenance, repair and operating
costs, and after being given three months to make operational adjustments. As at 31 December 2018, the
Company’s MSC was 12.0 million barrels of crude oil per day. The spare capacity afforded by maintaining MSC
enables the Company to increase its crude oil production above planned levels rapidly in response to changes in
global crude oil supply and demand. The Company also uses this spare capacity as an alternative supply option in
case of unplanned production outages at any field and to maintain its production levels during routine field
maintenance. The Company generated revenues by utilising the spare capacity provided by MSC of
SAR 133.0 billion ($35.5 billion) from 2013 to 2018.

The Company’s gas portfolio is rich in liquids, demonstrated by the production of 0.2 million barrels per day of
unblended condensate and 1.1 million barrels per day of NGLs in 2018. The Company is the exclusive supplier
of natural gas in the Kingdom, the seventh largest natural gas market in the world according to the Industry
Consultant, and supplied 8.9 billion standard cubic feet per day of natural gas and 1.0 billion standard cubic feet
per day of ethane in 2018. It owns and operates the MGS, which is an extensive network of pipelines that
connects the Company’s key gas production and processing sites throughout the Kingdom. The Company expects
to further expand its gas reserves through new field discoveries, new reservoir additions in existing fields and
delineation and reassessment of existing reservoirs and fields.
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Downstream

The Company has a large, strategically integrated global downstream business. The downstream segment’s
activities consist primarily of refining and petrochemical manufacturing and supply, trading and marketing
operations. The Company’s net refining capacity as at 31 December 2017 made it the fourth largest integrated
refiner in the world based on a comparison with third party refining capacity data provided by the Industry
Consultant. As at 31 December 2018, the Company had a gross refining capacity of 4.9 million barrels per day
and net refining capacity of 3.1 million barrels per day. The Company expects the Jazan integrated petrochemical
refinery and the PRefChem integrated refinery and petrochemicals complex to commence operations by the end
of 2019, which will increase the Company’s gross refining capacity to 5.6 million barrels per day and net refining
capacity to 3.7 million barrels per day. The strategic integration of the Company’s upstream and downstream
segments provides an opportunity for the Company to secure crude oil demand by selling to its captive system of
domestic and international wholly owned and affiliated refineries. The downstream segment’s other business
activities include crude oil sales, product distribution and power supply.

The Company’s downstream business is the largest customer for the upstream business’ crude oil production,
consuming 38% of its crude oil production in 2018. The Company’s upstream business supplies all the crude oil
processed by the Company’s wholly owned and affiliated refineries in the Kingdom and the majority of crude oil
used by its international wholly owned and affiliated refineries. In 2018, the Company’s weighted average
ownership percentage in the Company’s international refineries was 58%, but it supplied an average of 68% of
the crude oil used by those refineries. This crude placement provides significant benefits to the Company’s
downstream operations, including a secure and reliable supply of high-quality crude oil, which helps to ensure a
secure and reliable supply of refined products to downstream’s customers.

The Company’s refining operations in the Kingdom, including its domestic affiliates, accounted for 62% of its
net refining capacity in 2018. Together with the local distribution system, this provides the Company unique
access to the large domestic marketplace to which it is the sole supplier. In addition to the local marketplace, the
Company is focussing its downstream investments in areas of high-growth, including China, India and Southeast
Asia, material demand centres, such as the United States, and countries that rely on importing crude oil, such as
Japan and South Korea.

The Company also has an integrated petrochemicals business within its downstream segment, which enables it to
capture incremental margin in the hydrocarbon value chain. The Company’s chemicals business spans from
production of basic chemicals such as aromatics, olefins and polyolefins to more complex products such as
polyols, isocyanates and synthetic rubber. The Company’s chemicals business continues to grow through
capacity expansions in the Kingdom, increasing ownership positions in affiliates and new investments, with an
increase in net and gross chemical production capacity to 16.8 million and 33.2 million tonnes per year,
respectively, as at 31 December 2018. The Company expects the Jazan integrated petrochemical refinery and the
PRefChem integrated refinery and petrochemicals complex to commence operations by the end of 2019, which
will increase the Company’s net chemical production capacity to 20.8 million and gross chemical production
capacity to 40.2 million tonnes per year.

The Company aims to continue growing and optimising the performance of its downstream business. In addition
to continuing to evaluate a number of additional large-scale investment opportunities in high-growth markets
globally, the Company is considering a number of low capital cost initiatives to improve the operational and
financial performance of its downstream assets, including capacity increases, asset upgrades, improvements in
product yield and capturing additional petrochemical integration.

The Company’s downstream segment also includes its crude oil and product sales, distribution and trading
platforms. These platforms support the Company’s upstream and downstream operations by enabling it to
optimise crude sales and product placement through its significant infrastructure network of pipelines and
terminals and access to shipping and logistics resources. The Company also maintains flexibility to respond to
fluctuations in demand through its five crude grades and MSC. This flexibility contributes to the Company’s
ability to meet its customer’s needs and its reputation as one of the most reliable crude oil suppliers, meeting
99.7% and 99.8% of its delivery obligations on time in 2017 and 2018, respectively.

Corporate

The Company’s corporate segment primarily supports the activities of its upstream and downstream segments.
The corporate segment includes technical services that are essential to the success of the Company’s core
activities, including human resources, finance, corporate affairs and legal.
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Proposed Acquisition of an Equity Interest in SABIC

On 27 March 2019, the Company announced it had entered into a purchase agreement with the PIF to acquire the
PIF’s 70% equity interest in SABIC for total consideration of $69.1 billion. SABIC operates in over 50 countries
and produces ethylene, ethylene glycol, methanol, MTBE, polyethylene and engineering plastics and their
derivatives, among other products. According to its public filings, in 2018 SABIC’s total production was
75.3 million tonnes, including 61.8 million tonnes of petrochemical and specialty products. As at and for the year
ended 31 December 2018, SABIC’s total assets were SAR 320 billion, net income was SAR 32 billion and total
revenue was SAR 169 billion.

The Company believes that purchasing a majority interest in SABIC will advance its strategy to increase the
proportion of petrochemicals production in its downstream portfolio, capture additional value and support the
Company’s downstream growth ambitions. Currently, SABIC’s feedstock consists primarily of methane, ethane
and propane. The Company believes that acquiring an ownership stake in SABIC presents opportunities for
SABIC’s expertise in the chemicals industry to be applied to the Company’s existing and future integrated
downstream facilities with chemicals production capabilities and will support significant expansion of the
Company’s downstream activities. Following the proposed acquisition, SABIC is expected to remain a listed
company on Tadawul.

The purchase price for the acquisition will be paid on the closing date in the form of a cash payment equal to
50% of the purchase price (to be adjusted for certain expenses) and a seller loan in an amount equal to 50% of the
purchase price. The seller loan will be secured by two separate promissory notes issued by the Issuer in favour of
PIF. In accordance with the terms of such promissory notes, the Issuer will pay a loan charge to PIF on the
closing date in the form of a cash payment equal to $500 million and the issuance of two additional promissory
notes in an aggregate principal amount of $500 million.

The seller loan and the balance of the loan charge secured by the promissory notes will become due and payable
as follows:

(i) on or before 31 December 2020, an amount equal to 25% of the purchase price plus a loan charge of
$250 million; and

(i1) on or before 31 December 2021, an amount equal to 25% of the purchase price plus a loan charge of
$250 million.

Each promissory note will be fully transferable and assignable and may be pledged by the PIF. However, if the
PIF receives any offer or commitment of financing which would include a transfer of a promissory note, the
Company may within 30 days of receiving notice of the offer or commitment, notify the PIF of its intent to
purchase all or a portion of the promissory notes to be transferred on the same terms. To the extent the Company
does not elect to purchase the promissory notes to be transferred, the PIF may transfer such promissory notes
during the subsequent 120 day period. The Company currently intends to repay the promissory notes in a phased
manner through cash from operations, external debt financing or a combination thereof.

Closing of the acquisition is subject to customary closing conditions and is currently expected to occur in 2020.
The purchase agreement may be terminated by either party if closing does not occur within 18 months of the date
thereof, subject to an extension of six months in certain circumstances. In addition, either party may terminate the
purchase agreement (with certain exceptions) if the representations and warranties of the other party are not true
and correct or there is a breach by the other party of the agreement and the resulting losses in either case exceed
$3 billion.

Corporate History and Evolution

On 29 May 1933, the Government granted a concession to Socal giving it the right to explore for oil within the
Kingdom’s borders. Later that year, Socal incorporated California Arabian Standard Oil Company CASOC as a
subsidiary to manage the concession. Texaco acquired a 50% interest in CASOC in 1936. CASOC’s first
commercial success came in 1938 at a drill site in Dammam, which quickly began producing more than 1,500
barrels of crude oil per day. In 1944, CASOC was renamed Arabian American Oil Company. In 1948, Standard
Oil Company of New Jersey, which later became Exxon, purchased 30% of Arabian American Oil Company, and
Socony-Vacuum Oil Company, which later became Mobil, purchased 10% to help provide market outlets and
capital for the Kingdom’s hydrocarbon reserves. In 1952, Arabian American Oil Company’s headquarters moved
from New York to Dhahran, and in 1973, the Government acquired an initial 25% participating interest in the
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concession, which increased to 60% in the following year. Arabian American Oil Company continued to grow
and had become the world’s leading oil producer in terms of volume produced in a single year by 1976. Between
1980 and 1981, the Government increased its participation interest in the company’s crude oil concession rights,
production and facilities to 100%. During the 1980s, Arabian American Oil Company increased its production
volumes and expanded its infrastructure with the construction of the East-West pipeline, a 1,200 kilometre
pipeline dedicated to transporting crude oil from Dhahran to Yanbu’ on the Red Sea. In the 1980s and 1990s, the
company established refining and marketing joint ventures in strategic markets around the globe in order to
further expand its market and product offerings.

In 1988, Saudi Arabian Oil Company, also known as Saudi Aramco, was established as a company with limited
liability by virtue of Royal Decree No. M/8, dated 4/4/1409 in the Hijri calendar (corresponding to 13 November
1988), to assume the privileges and rights of Arabian American Oil Company.

In 1993, the Company assumed the assets and operations of Saudi Arabian Marketing and Refining Company
(also known as Samarec), a Government-owned in-Kingdom refining and international product marketing
organisation which included joint ventures with Shell (SASREF) and Mobil, which later became ExxonMobil
(SAMREF). Subsequently, the Company continued to expand its footprint within the Kingdom and
internationally, entering into additional ventures with: DowDuPont (Sadara), Lanxess (ARLANXEOQO), Mobil,
whose share was acquired by Jadwa Industrial Investment Company (Luberef), Petronas (PRefChem), Shell
(Motiva), Sinopec (YASREF), Sumitomo (Petro Rabigh) and Total (SATORP). The Company also recently
acquired full ownership of Motiva (formerly a joint venture with Shell) and ARLANXEO (formerly an associate
in partnership with Lanxess) and increased its ownership stake in S-Oil. The Company’s historical association
with major hydrocarbons companies has provided it with dedicated outlets for its crude oil, technical expertise
and operational and financial discipline.

Business Strategies

e Maintain position as the world’s leading crude oil producer by production volume and the lowest cost
producer while providing reliable crude oil supply to customers

 Further diversify operations to capture value from strategic integration

» Expand gas activities to supply gas in the Kingdom and internationally

Efficiently allocate capital and maintain a prudent and flexible balance sheet

* Expand global recognition of the Company’s brands

Upstream Competitive Strengths
e Unrivalled scale of crude oil and condensate production and conventional proved reserves
* Long reserves life, with long-term track record of low-cost reserves replacement

e Unique ability to capture value through active management of the world’s largest conventional
hydrocarbons reserves base

* Unique operational flexibility to respond to changes in supply and demand

e Multiple crude grades and global crude oil delivery points

» Extensive high-quality gas reserves with exclusive access to the large and growing domestic marketplace
* Crude oil extraction with a low average carbon intensity

* Lowest upstream lifting costs and capital expenditures per barrel of oil equivalent

Downstream Competitive Strengths

e Ability to monetise upstream production into a high-quality external customer base and through a captive
downstream system, with a strong track record of supply reliability

» Largest customer for the Company’s upstream production

* Fourth largest integrated refiner in the world on a net refining capacity basis, supplying high-value products
to the Kingdom and international marketplaces

* Refining scale and complexity and enhanced integration

e World class partners
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Company Competitive Strengths
» Higher operating cash flow, Free Cash Flow and ROACE than each of the Five Major IOCs
* Lower Gearing than each of the Five Major IOCs

* Ability to execute some of the world’s largest upstream and downstream capital projects

25



Overview of the Programme

The following general description does not purport to be complete and is qualified in its entirety by the
remainder of this Base Prospectus. Words and expressions defined in “Form of the Notes” or “Terms and
Conditions of Notes” below shall have the same meanings in this general description.

Issuer’s Legal Entity Identifier (LEI): . . .

Description . . . ..

Arrangers and Dealers .............

Dealers ........

Principal Paying Agent, Transfer
Agent and Calculation Agent . .. ...

Registrar . ......

Programme Size

Issuance .......

Forms of Notes . .

Clearing Systems

Saudi Arabian Oil Company.
5586006WD91QHB7J4X50.
Global Medium Term Note Programme.

J.P. Morgan Securities plc and Morgan Stanley & Co. International
plc.

Citigroup Global Market Limited, Goldman Sachs International,
HSBC Bank plc and NCB Capital Company and any other Dealers
appointed in accordance with the Dealer Agreement.

Citibank N.A., London Branch.

Citibank N.A., London Branch.
Citibank Global Markets Europe AG.
The Programme size is unlimited.

Notes will be issued on a syndicated or non-syndicated basis. Notes
will be issued in Series. Each Series may comprise one or more
Tranches issued on different issue dates. The Notes of each Series
will all be subject to identical terms, except that the issue date, issue
price and the amount of the first payment of interest may be different
in respect of different Tranches. The Notes of each Tranche will all be
subject to identical terms in all respects save that a Tranche may
comprise Notes of different denominations.

Each Tranche will be the subject of Final Terms which, for the
purposes of that Tranche only, completes the Conditions of the Notes
and must be read in conjunction with this Base Prospectus. The terms
and conditions applicable to any particular Tranche of Notes are the
Conditions of the Notes as completed by the applicable Final Terms.

See Condition 1 (Form, Denomination and Title) and “Form of Final
Terms”.

Each Series of Notes will be issued in registered form only. The
Rule 144A Notes and the Regulation S Notes will initially be
represented by the Rule 144A Global Note and the Regulation S
Global Note, respectively. The Global Notes will be exchangeable for
Definitive Notes (as defined herein) in the limited circumstances
specified in the Global Notes.

See Condition 1 (Form, Denomination and Title).
Unless otherwise agreed, DTC (in relation to any Rule 144A Notes)

and Clearstream, Luxembourg and Euroclear (in relation to any
Regulation S Notes) and such other clearing system as may be agreed
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Currencies ..........

Status of the Notes . . ..

Issue Price ..........

Maturities .. .........

Redemption .........

Change of Control Put

Specified Denomination

among the Issuer, the Principal Paying Agent, the Trustee and the
relevant Dealer(s).

See “Form of the Notes”.

Notes may be denominated in any currency or currencies, subject to
compliance with all applicable legal and/or regulatory and/or central
bank requirements, as specified in the applicable Final Terms.
Payments in respect of Notes may, subject to such compliance, be
made in, and/or linked to, any currency or currencies other than the
currency in which such Notes are denominated.

See “Form of Final Terms”.

The Notes will constitute direct, general, unconditional and unsecured
obligations of the Issuer which will rank pari passu in right of
payment with all other present and future unsubordinated obligations
of the Issuer, save only for such obligations as may be preferred by
mandatory provisions of applicable law.

See Condition 3 (Status of the Notes).

Notes may be issued on a fully-paid basis and at any price, as
specified in the applicable Final Terms.

See “Form of Final Terms”.

Any maturity, as specified in the applicable Final Terms, subject, in
relation to specific currencies, to compliance with all applicable legal
and/or regulatory and/or central bank requirements.

See Condition 6 (Redemption and Purchase) and “Form of Final
Terms”.

The applicable Final Terms will indicate either that the relevant Notes
cannot be redeemed prior to their stated maturity (other than (i) for
taxation reasons as described in Condition 6.2 (Redemption for tax
reasons) or (ii) following an Event of Default) or that such Notes will
be redeemable at the option of the Issuer and/or the Noteholders
(including, where specified as being applicable in the applicable Final
Terms following the occurrence of a Change of Control Put Event, as
described below) upon giving notice to the Noteholders or the Issuer,
as the case may be, on a date or dates specified in the applicable Final
Terms prior to such stated maturity, and at a price or prices specified
in the applicable Final Terms and on such other terms as may be
agreed between the Issuer and the relevant Dealer(s).

See Condition 6 (Redemption and Purchase) and “Form of Final
Terms”.

If so specified in the applicable Final Terms, on the occurrence of a
Change of Control Put Event, the Noteholders will have the option to

require the Issuer to redeem the Notes.

See Condition 6.6 (Redemption at the option of the Noteholders
(Change of Control Put)).

The Notes will be issued in such denominations as may be agreed
between the Issuer and the relevant Dealer(s) save that (i) the
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Interest ..........

Fixed Rate Notes ..

Floating Rate Notes

minimum denomination of each Note will be such amount as may be
allowed or required from time to time by the relevant central bank (or
equivalent body) or any laws or regulations applicable to the relevant
specified currency and (ii) the minimum denomination of each Note
will be €100,000 (or, if the Notes are denominated in a currency other
than Euro, the equivalent amount in such currency).

For so long as the Notes are represented by a Global Note, and the
relevant clearing system(s) so permit, the Notes shall be tradeable
only in the minimum authorised denomination of €100,000 and
higher integral multiples of any smaller amount specified in the
applicable Final Terms.

Notes (including Notes denominated in sterling) which have a
maturity of less than one year and in respect of which the issue
proceeds are to be accepted by the Issuer in the United Kingdom or
whose issue otherwise constitutes a contravention of Section 19 of the
FSMA will have a minimum denomination of £100,000 (or its
equivalent in another currency).

See Condition 1 (Form, Denomination and Title).

Notes may be interest bearing or non-interest bearing. Interest (if any)
may accrue at a fixed rate or a floating rate.

See Condition 4 (Interest) and “Form of Final Terms”.

Fixed interest will be payable in arrear on such date or dates as may
be agreed between the Issuer and the relevant Dealer(s) and on
redemption and will be calculated on the basis of such Day Count
Fraction as may be agreed between the Issuer and the relevant
Dealer(s).

See Condition 4.1 (Interest on Fixed Rate Notes) and “Form of Final
Terms”.

Floating Rate Notes will bear interest at a rate determined:

(a) on the same basis as the floating rate under a notional interest
rate swap transaction in the relevant Specified Currency
governed by an agreement incorporating the 2006 ISDA
Definitions (as published by the International Swaps and
Derivatives Association, Inc., and as amended and updated as at
the Issue Date of the first Tranche of the Notes of the relevant
Series);

(b) on the basis of a reference rate (LIBOR or EURIBOR) appearing
on the agreed screen page of a commercial quotation service; or

(c) on such other basis as may be agreed between the Issuer and the
relevant Dealer(s).

The margin (if any) relating to such floating rate will be agreed
between the Issuer and the relevant Dealer(s) for each Series of

Floating Rate Notes.

Floating Rate Notes may also have a maximum interest rate, a
minimum interest rate or both.
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Zero Coupon Notes ................

Negative Pledge

Cross Default . .

Taxation . ... ..

Ratings .......

Governing Law

Interest on Floating Rate Notes in respect of each Interest Period, as
agreed prior to issue by the Issuer and the relevant Dealer(s), will be
payable on such Interest Payment Dates, and will be calculated on the
basis of such Day Count Fraction, as may be agreed between the
Issuer and the relevant Dealer(s).

See Condition 4.2 (Interest on Floating Rate Notes) and “Form of
Final Terms”.

Zero Coupon Notes will be offered and sold at a discount to their
nominal amount and will not bear interest.

The Notes contain no negative pledge.
The Notes contain no cross default.

All payments in respect of Notes will be made free and clear of
withholding taxes of the Kingdom and other Relevant Tax
Jurisdictions (as defined in Condition 7 (Taxation) unless the
withholding is required by law. In that event, the Issuer will (subject
as provided in Condition 7) pay such additional amounts as will result
in the Noteholders receiving such amounts as they would have
received in respect of such Notes had no such withholding been
required.

See “Taxation™.

In the event that any taxes, duties, assessments or governmental
charges are imposed, levied, collected, withheld or assessed by the
Kingdom of Saudi Arabia or any other Relevant Jurisdictions on
payments of principal and interest in respect of the Notes, the Issuer
will, subject to certain exceptions and limitations, pay such additional
amounts to the holder of any Note as will result in receipt by the
Noteholders of such amounts as would have been received by them if
no such withholding or deduction on account of any such taxes had
been required.

See Condition 7 (Taxation).

Generally, Notes may be acquired and held by employee benefit plans
and other plans that are subject to ERISA (as defined below) or
Section 4975 of the Code (as defined below) and by other employee
benefit plans, subject to certain restrictions. Purchasers, transferees
and holders of Notes will be deemed to have given certain assurances
regarding ERISA and Section 4975 of the Code.

Tranches of Notes may be rated or unrated. Where a Tranche of Notes
is to be rated, such rating will be specified in the applicable Final
Terms.

A rating is not a recommendation to buy, sell or hold securities and
may be subject to suspension, reduction or withdrawal at any time by
the assigning rating agency.

English law.

See Condition 17.1 (Governing Law).
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Listing . . ...

Selling Restrictions ................

Risk Factors

Application has been made for Notes issued under the Programme to
be admitted to the Official List and to be admitted to trading on the
Regulated Market. This Base Prospectus and any supplement will
only be valid for listing Notes on the Official List and admitting
Notes to trading on the Regulated Market in respect of Notes having a
denomination of at least €100,000 (or its equivalent in any other
currency as at the date of issue of the Notes) during a period of
12 months from the date of this Base Prospectus.

The offering and sale of Notes is subject to applicable laws and
regulation, including, without limitation, those of the United States,
Canada, the FEuropean Economic Area, the United Kingdom,
Switzerland, the Kingdom of Saudi Arabia, the Kingdom of Bahrain,
the State of Kuwait, the United Arab Emirates (excluding the Dubai
International Financial Centre), the Dubai International Financial
Centre, Japan, Hong Kong, South Korea, Singapore, Malaysia,
Indonesia, Brunei and the People’s Republic of China. See
“Subscription and Sale”.

Investing in the Notes involves a high degree of risk.

See “Risk Factors”.
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USE OF PROCEEDS

The net proceeds from each issue of Notes will be used by the Company for general corporate purposes or for
any other purpose specified in the Final Terms for a Series of Notes.
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CAPITALISATION

The table below sets forth the Company’s cash and cash equivalents and capitalisation as at 31 December 2018.
Prospective investors should read this table in conjunction with “Selected Consolidated Financial Information”,
“Management’s Discussion and Analysis of Results of Operations and Financial Condition” and the Financial

Statements.
2018 2018
SAR U.S.$
(in millions)
Cash and cash equivalents® . ... ... .. ... ... ... ... 183,152 48,841
Current borrowings . . ... 29,989 7,997
Non-current borrowings ... ......... ... i e 71,329 19,021
Total equity:
Share capital . . ... ..o 60,000 16,000
Additional paid-in capital . . ... . 26,981 7,195
Retained earnings
Unappropriated . . .. ...o o e 920,625 245,500
ApPpPropriated . . . ... 6,000 1,600
Ot TESEIVES .« . o oo e e e e e e e e e e e e e 3,176 847
1,016,782 271,142
Non-controlling INETESS . . . ..o\ttt ettt e e 11,653 3,107
Total equity (D) . ... 1,028,435 274,249
Total capitalisation® .. ... ... .. .. .. .. ... 1,129,753 301,267

(1) On 14 March 2019, the Company’s Board approved a dividend to the Government of SAR 123.75 billion ($33.0 billion).
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SELECTED CONSOLIDATED FINANCIAL INFORMATION

The financial information of the Company set forth below as at and for the years ended 31 December 2016, 2017
and 2018 has been derived from, should be read in conjunction with, and is qualified in its entirety by the
Financial Statements contained elsewhere in this Base Prospectus.

Prospective investors should read the selected financial information in conjunction with the information
presented under the headings “Risk Factors” and “Management’s Discussion and Analysis of Results of
Operations and Financial Condition” and the Financial Statements and other financial data included elsewhere
in this Base Prospectus.

Consolidated Statement of Income Data

Year Ended 31 December
2016 2017 2018 2018
SAR SAR SAR US.$
(in millions)

Revenue® . . ... . .. . 504,596  835,983@ 1,182,137 315,236
Other income related tosales® . . .......................... — 150,176 152,641 40,704
Revenue and other income related tosales ................ 504,596 986,159 1,334,778 355,940
Production royalties and excise and other taxes®® ............. —  (136,393)® (208,505) (55,601)
Purchases .......... ... .. (53,231) (120,398)® (188,937) (50,383)
Producing and manufacturing .. .......... .. ... ... . ... (48,369) (64,045)@® (56,202) (14,987)
Selling, administrative and general ........................ (37,051) (29,606)® (31,250) (8,333)
Exploration . ...........o .t (11,087) (13,725) (7,928) (2,114)
Research and development .. ........... ... ... ... ....... (1,897) (1,902) (2,217) 591)
Depreciation and amortisation . ........................... (33,615) (36,894) (41,334)  (11,023)
Impairments® . ... ... (13,646) (281) — —
Operating costs ................ ... iiiiiiiennnnn... (198,896) (403,244)® (536,373) (143,032)
Operating iNCoOME . . .« . v vv ettt et e 305,700 582,915 798,405 212,908
Share of results from joint ventures and associates ............ (979) (956) (1,415) (377)
Finance and otherincome ........... ... ... .. . . .. 1,609 1,569 3,865 1,030
Finance CoSts . . ...ttt (1,354) (2,090) (2,959) (789)
Income before income taxes .. ..., 304,976 581,438 797,896 212,772
Income taxes® . ..... ... ... ... (255,255) (296,819) (381,378) (101,701)
Netincome . ............... . .. ... 49,721 284,619 416,518 111,071
Net income attributable to:

Government’s eqUity .. .........iuiii i 48,349 283,198 416,196 110,985

Non-controlling interests . .............c..couvuinenon.. 1,372 1,421 322 86

49,721 284,619 416,518 111,071

(1) Prior to 2017, royalties payable to the Government were accounted for as a deduction from revenue. With effect from 1 January 2017,
royalties attributable to the production of crude oil and condensate, natural gas and NGLs are accounted for as an expense, rather than a
deduction from revenue. See “Management’s Discussion and Analysis of Results of Operations and Financial Condition—Factors
Affecting the Company’s Results of Operations and Financial Condition—Fiscal Regime Changes—Royalties” and “Business—
Relationship with the Kingdom—The Concession”.

(2) The Company adopted IFRS 15 effective for annual reporting periods beginning on or after 1 January 2018. As a result, in the
preparation of its 2018 Financial Statements, the Company reclassified certain 2017 results that appear in the 2017 comparative column
of the 2018 Financial Statements. See page F-11.

(3) The Company sells certain hydrocarbons within the Kingdom at regulated prices mandated by the Government. From 1 January 2017,
the Government implemented an equalisation mechanism to compensate the Company for revenues directly foregone as a result of the
Company’s compliance with the Government mandates related to crude oil, kerosene, diesel, heavy fuel oil and gasoline. See
“Management’s Discussion and Analysis of Results of Operations and Financial Condition—Factors Affecting the Company’s Results of
Operations and Financial Condition—Fiscal Regime Changes—Price Equalisation”.

(4) Purchases, producing and manufacturing costs and selling, administrative and general costs for 2017 do not reflect reclassification of
SAR 1.4 billion of producing and manufacturing costs reclassified to selling, administrative and general expenses and SAR 5.7 billion of
producing and manufacturing costs reclassified to purchases that were made to the 2017 comparative amounts reflected in the 2018
Financial Statements. The Company estimates that a similar reclassification of producing and manufacturing costs to purchases would
have been made for 2016. See page F-11.

(5) The Company recognised an impairment of SAR 13,646 million for the year ended 31 December 2016 related to a petrochemical
refinery under construction and two existing domestic refineries.

(6) Asat 1 January 2017, the income tax rate applicable to Saudi Arabian Oil Company was reduced from 85% to 50%, except that effective
from 1 January 2018, a 20% rate applies to Saudi Arabian Oil Company’s taxable income related to certain natural gas activities. See
“Management’s Discussion and Analysis of Results of Operations and Financial Condition—Factors Affecting the Company’s Results of
Operations and Financial Condition—Fiscal Regime Changes”.
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Consolidated Balance Sheet Data

As at 31 December

2016 2017 2018 2018
SAR SAR SAR US.$
(in millions)

Cash and cashequivalents .. ........ ... ... ... .. .. ... .. 48,075 81,242 183,152 48,841M
Property, plant and equipment ........... .. .. ... . . ... 635,366 751,134 873,827 233,021
Total assets .. ..ot 940,703 1,102,553 1,346,168 358,978
Total BOITOWINGS . .« .o v ettt 52,459 77,598 101,318 27,018
Total liabilities ... ......... ... 205,357 276,239 317,733 84,729
Total eqQUILY . ..ottt 735,346 826,314 1,028,435 274,249

(1) On 14 March 2019, the Company’s Board approved a dividend to the Government of SAR 123.75 billion ($33.0 billion).

Consolidated Statement of Cash Flows Data

Year Ended 31 December
2016 2017 2018 2018
SAR SAR SAR US.$

(in millions)

Net cash provided by/(used in):

Operating activities . .. .. .....uuvuite e 109,411 333,607 453,701 120,987
Investing activities ... .........c.iuiunii i (116,900) (118,629) (131,205) (34,988)
Financing activities . ... ..........ouuuniinennn . 2,021 (181,811) (220,586) (58,823)
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ALTERNATIVE PERFORMANCE MEASURES

Prospective investors should read the below information in conjunction with the information presented under the
headings “Risk Factors”, “Selected Consolidated Financial Information” and “Management’s Discussion and
Analysis of Results of Operations and Financial Condition” and the Financial Statements and other financial
data included elsewhere in this Base Prospectus.

The Company supplements its use of IFRS financial measures with non-IFRS financial measures, including Free
Cash Flow, Gearing, ROACE, EBIT and EBITDA. These non-IFRS financial measures do not have a
standardised meaning and other companies may calculate them differently. Therefore, the Company’s non-IFRS
financial measures may not be comparable to similarly titled measures presented by other companies and should
not be relied upon to the exclusion of IFRS financial measures. The Company believes that the historical
non-IFRS measures are useful as an additional tool to help management and investors make informed decisions
about the Company’s financial and operating performance or liquidity.

As at 1 January 2017, the income tax rate applicable to Saudi Arabian Oil Company was reduced from 85% to
50%. Effective from 1 January 2018, a 20% tax rate applies to Saudi Arabian Oil Company’s taxable income
related to certain natural gas activities. In addition, the Company sells certain hydrocarbons within the Kingdom
at regulated prices mandated by the Government. As at 1 January 2017, the Government implemented an
equalisation mechanism to compensate the Company for revenue directly foregone as a result of the Company’s
compliance with the mandates related to crude oil, kerosene, diesel, heavy fuel oil and gasoline. These changes
impact net income, net cash provided by operating activities and cash and cash equivalents, and therefore impact
the Company’s non-IFRS financial measures. As a result, the Company’s non-IFRS measures for the years ended
31 December 2017 and 2018 are not directly comparable to such non-IFRS measures for the year ended 31
December 2016. See “Management’s Discussion and Analysis of Results of Operations and Financial
Condition—Factors Affecting the Company’s Results of Operations and Financial Condition—Fiscal Regime
Changes”.

Free Cash Flow

The Company uses Free Cash Flow to evaluate the Company’s cash available for financing activities, including
dividend payments. The Company defines Free Cash Flow as net cash provided by operating activities less
capital expenditures.

The following table sets forth the Company’s Free Cash Flow for the years ended 31 December 2016, 2017 and
2018:

Year Ended 31 December
2016 2017 2018 2018
SAR SAR SAR US.$
(in millions)
Net cash provided by operating activities® .............. ... ... 109,411 333,607 453,701 120,987
Capital expenditures .. ..........oiiniriinneninnnnennan. (103,346) (121,955) (131,766) (35,138)
Free CashFlow ......... ... ... .. . ... ... . ... ... ... ...... 6,065 211,652 321,935 85,849

(1) Includes settlement of income and other taxes in 2017 and 2018. See Note 23(a) (Settlement Transactions) to the 2018 Financial
Statements.
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Gearing

Gearing is a measure of the degree to which the Company’s operations are financed by debt. The Company
defines Gearing as the ratio of net debt (total borrowings less cash and cash equivalents) to net debt plus total
equity. Management believes that Gearing is widely used by analysts and investors in the oil and gas industry to
indicate a company’s financial health and flexibility.

The following table sets forth the Company’s Gearing for the years ended 31 December 2016, 2017 and 2018:

Year Ended 31 December

2016 2017 2018 2018
SAR SAR SAR US.$
(in millions, except percentages)

Current bOITOWINGS . .. oottt e e 8,982 8,906 29,989 7,997
Non-current bOrrowings . ... ...t 43,477 68,692 71,329 19,021
Total borrowings ............. .. .. .. .. ... .. 52,459 77,598 101,318 27,018
Cash and cash equivalents ............. .. ... .. ... (48,075) (81,242) (183,152) (48,841)
Net debt/(cash) 4,384 3,644) (81,834) (21,823)
Netdebt/(cash) .......... . . .. . . 4,384 (3,644)  (81,834) (21,823)
Total eqQUILY . . ..ot 735,346 826,314 1,028,435 274,249
Total capital ......... ... ... .. ... ... . . . . 739,730 822,670 946,601 252,426
Gearing . ........ ... 0.6 % 0.4) % 8.60)% (8.6)%

Return on Average Capital Employed

ROACE measures the efficiency of the Company’s utilisation of capital. The Company defines ROACE as net
income before finance costs, net of tax, for a period as a percentage of average capital employed during that
period. Average capital employed is the average of the Company’s total borrowings plus total equity at the
beginning and end of the applicable period. The Company utilises ROACE to evaluate management’s
performance and demonstrate to its shareholder that capital has been used effectively.

The following table sets forth the Company’s ROACE for the years ended 31 December 2016, 2017 and 2018:

Year Ended 31 December
2016 2017 2018 2018
SAR SAR SAR US.$
(in millions, except percentages)

NEtINCOME . ..ottt e e e e 49,721 284,619 416,518 111,071
Finance costs, net of tax . .......... .ttt 203 1,045 1,480 395
Net income before finance costs, netoftax ................... 49,924 285,664 417,998 111,466
As at 1 January:
Current bOITOWINGS . .. oottt e 6,934 8,982 8,906 2,375
Non-current bOrrowings . ... ...t 30,431 43,477 68,692 18,318
Total eqQUILY . . ..ottt 698,446 735,346 826,314 220,350
Capital employed . .......... . 735,811 787,805 903,912 241,043
As at 31 December:
Current BOITOWINGS .« oo vttt et e 8,982 8,906 29,989 7,997
Non-current borrowings . ..., 43,477 68,692 71,329 19,021
Total eqUIty .. ..ot 735,346 826,314 1,028,435 274,249
Capital employed . ....... ... .. 787,805 903,912 1,129,753 301,267
Average capital employed ................. ... ... .. .. ..... 761,808 845,859 1,016,833 271,155
ROACE . ... 6.6% 33.8% 411% 41.1%
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EBIT and EBITDA

The Company defines EBIT as net income plus finance costs and income taxes, less finance income. The
Company defines EBITDA as EBIT, plus depreciation and amortisation and impairments. The Company believes
EBIT and EBITDA provide useful information regarding its financial performance to analysts and investors.

The following table sets forth the Company’s EBIT and EBITDA for the years ended 31 December 2016, 2017
and 2018:

Year Ended 31 December
2016 2017 2018 2018
SAR SAR SAR US.$
(in millions)

NEtINCOME ..ottt e e e e 49,721 284,619 416,518 111,071
Finance inCOme . . ... ... i (833) (1,179) (2,840) (757)
FInance CoStS . ..ot 1,354 2,090 2,959 789
InCome taxXes . ...ttt e 255,255 296,819 381,378 101,701
EBIT . ... 305,497 582,349 798,015 212,804
Depreciation and amortisation . .................. ... 33,615 36,894 41,334 11,023
Impairments . ... ... 13,646 281 — —
EBITDA ... 352,758 619,524 839,349 223,827
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MANAGEMENT’S DISCUSSION AND ANALYSIS OF
RESULTS OF OPERATIONS AND FINANCIAL CONDITION

The following management’s discussion and analysis of the Company’s results of operations and financial
condition should be read in conjunction with the information presented under the heading “Selected
Consolidated Financial Information” and the Financial Statements, included elsewhere in this Base Prospectus.
This management’s discussion and analysis contains forward-looking statements, which involve risks and
uncertainties. See “Forward-Looking Statements”. The Company’s future actual results could differ materially
from those anticipated in the forward looking statements contained herein for several reasons, including those
presented under the heading “Risk Factors” and elsewhere in this Base Prospectus.

Overview

The Company is the world’s largest integrated oil and gas company. In 2018, the Company produced
13.6 million barrels per day of oil equivalent, including 10.3 million barrels per day of crude oil (including
blended condensate). The Company’s crude oil production accounted for approximately one in every eight
barrels of crude oil produced globally from 2016 to 2018. As at 31 December 2017, the Company’s proved
liquids reserves were more than five times the combined proved liquids reserves of the Five Major IOCs. In
addition, the Company’s net refining capacity as at 31 December 2017 made it the fourth largest integrated
refiner in the world based on a comparison with third party refining capacity data provided by the Industry
Consultant. As at 31 December 2018, the Company had a gross refining capacity of 4.9 million barrels per day
and net refining capacity of 3.1 million barrels per day. The Company expects the Jazan integrated petrochemical
refinery and the PRefChem integrated refinery and petrochemicals complex to commence operations by the end
of 2019, which will increase the Company’s gross refining capacity to 5.6 million barrels per day and net refining
capacity to 3.7 million barrels per day. The Company is focussed on maintaining its pre-eminent upstream
position and continued strategic integration of its downstream operations to secure demand for its crude oil and
to capture value across the hydrocarbon chain.

The Company’s upstream operations are based in the Kingdom and it also operates a global downstream
business. Its primary business segments are the upstream segment and the downstream segment, which are
supported by the corporate segment.

The majority of the Company’s revenues have historically been derived from its upstream segment. The
following table highlights the Company’s revenue and other income related to sales for each of its business
segments for each of the years ended December 31, 2016, 2017 and 2018, excluding inter-segment revenue.

Year Ended 31 December Increase
2016 2017 2018 2018 2016-2017 2017-2018
SAR SAR SAR US.$

(in millions, except percentages)
Revenue and other
income related to sales:

Upstream® .......... 360,963 72% 603,252 61% 813,422 61% 216913 61% 67% 35%
Downstream ......... 142,550 28% 381,697 39% 520,027 39% 138,673 39% 168% 36%
Corporate . ........... 1,083 —% 1,210 —% 1,329 —% 354 —%  12% 10%
Total® .. ... ........... 504,596 100% 986,159 100% 1,334,778 100% 355,940 100% 95 % 35%

(1) Prior to 2017, royalties payable to the Government were accounted for as a deduction from revenue. With effect from 1 January 2017,
royalties attributable to the production of crude oil and condensate, natural gas and NGLs are accounted for as an expense, rather than as
a deduction from revenue. In 2016, the Company deducted from its revenue SAR 101.3 billion of royalties payable to the Government.
See “—Factors Affecting the Company’s Results of Operations and Financial Condition—Fiscal Regime Changes” and “Material
Agreements—The Concession”.

In addition, certain of the Company’s downstream products sold in the Kingdom are sold at regulated prices
mandated by the Government. The regulated prices often have been lower than the prices at which the Company
could otherwise have sold such refined products. As a result, prior to 2017, the downstream business incurred
losses in its operations. As at 1 January 2017, the Government implemented an equalisation mechanism to
compensate the Company for revenue directly foregone as a result of compliance with the mandates related to
crude oil, kerosene, diesel, heavy fuel oil and gasoline, with equalisation compensation recorded as other income
related to sales. Notwithstanding this equalisation compensation, the Company expects that its upstream business
will continue to constitute a substantial majority of its net income.
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However, the Company believes that diversifying its operations and capturing value across the hydrocarbon
chain will expand its sources of earnings and reduce exposure to the volatility of crude oil prices. Accordingly,
the Company is focussed on increasing the strategic integration of its upstream and downstream businesses,
creating an integrated global downstream refining and chemicals business and enhancing its domestic and global
marketing businesses. The integration of the Company’s upstream and downstream segments provides a unique
opportunity for the Company to secure crude oil demand by selling to its captive system of domestic and
international wholly owned and affiliated refineries. In addition to its recent expansions of its downstream
operations, the Company expects to complete the acquisition of an approximately 70% equity interest in SABIC
by early 2020. As a result, the Company expects that the downstream segment will constitute a larger component
of the Company’s business in the future. See “—Factors Affecting the Company’s Results of Operations and
Financial Condition—Investments and Acquisitions in Expansion of Downstream Segment”. At the same time,
the Company intends to maintain its position as the world’s leading crude oil producer by production volume to
supply its customers, including its growing downstream operations, and expects the upstream segment to
continue to be the primary contributor to the Company’s total revenues, net income and cash flow.

Factors Affecting the Company’s Results of Operations and Financial Condition

The following is a discussion of the most significant factors that have affected, or are expected to affect, the
Company’s results of operations and financial condition.

Supply, Demand and Price for Hydrocarbons

The Company’s upstream segment results of operations are driven primarily by its sales of crude oil, condensate
and NGLs and depend on global demand and prices for these products. Sales of crude oil are the largest
component of the Company’s consolidated revenue and other income related to sales, accounting for 86.4%,
56.7% and 56.4% of its consolidated revenue and other income related to sales for the years ended 31 December
2016, 2017 and 2018, respectively. Accordingly, the Company’s results of operations and cash flow are
significantly impacted by the price at which it is able to sell crude oil.

International crude oil prices have fluctuated significantly in the past and may remain volatile. Crude oil prices
witnessed a significant decline between mid-2014 and early 2016, with Brent prices declining from a monthly
average of $112.0 per barrel in June 2014 to a monthly average of $31.9 per barrel in January 2016. Since
January 2016, Brent prices fluctuated from a monthly average low of $31.9 per barrel in January 2016 to a
monthly average high of $80.6 per barrel in October 2018. Most recently, Brent prices fell to a monthly average
of $57.7 in December 2018 and subsequently increased, to a monthly average of $64.4 in February 2019. See
“Industry Overview—Liquids Supply—Demand Balance”. The price of crude oil significantly impacts the
upstream segment’s results of operations and is linked to the Company’s formulas to determine selling prices.
Factors affecting the market price for crude oil, condensate and NGLs include, but are not limited to:

* market expectations with respect to future supply of petroleum and petroleum products, demand and price
changes, including future demand for petroleum products in Asia, which accounted for 36% of global
refined product demand in 2018 and is expected to account for approximately 39% of global refined product
demand in 2030 according to the Industry Consultant;

 global economic and political conditions and geopolitical events, including any that impact international
trade (including trade routes);

* decisions regarding production levels by the Kingdom or other producing states (the Kingdom is a member
country of OPEC and is represented at OPEC meetings by the Minister of MEIM, who is also the Chairman
of the Company’s Board of Directors (see “Business—Relationship with the Kingdom”));

 the development of new crude oil exploration, production and transportation methods or technological
advancements in existing methods, including hydraulic fracturing or “fracking”;

e capital investments of oil and gas companies relating to the exploration, development and production of
crude oil reserves;

¢ the impact of climate change on the demand for, and price of, hydrocarbons (see “Risk Factors Relating to
the Company’s Industry and Regulatory Environment—Climate change concerns and impacts could reduce
global demand for hydrocarbons and hydrocarbon-based products and could cause the Company to incur
significant costs or invest significant additional capital’);

e changes to environmental or other regulations or laws applicable to crude oil and related products or the
energy industry (see “Risk Factors Relating to the Company’s Industry and Regulatory Environment—The
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Company’s operations are subject to extensive environmental protection, health and safety laws and
regulations”);

* prices of alternative energies, including renewable energy;

e the electrification of transportation, technological developments in the cost and/or endurance of fuel cells
for electric vehicles and changes in transportation-mode preferences, including ride-sharing;

» weather conditions affecting supply and demand;
e fluctuations in the value of the U.S. Dollar, the currency in which crude oil is priced globally; and
* trading activities in the crude oil commodities market.

Crude oil is also a major component of the cost of production of refined products and chemicals that use
hydrocarbons as a feedstock. However, because market prices for refined products and chemicals may not timely
adjust to reflect movements in crude oil prices, such movements could, in the short term, positively or negatively
impact margins for downstream products that use hydrocarbons as a feedstock. The prices for refined products
and chemicals are also impacted by changes in supply and demand and economic cycles.

In the Kingdom, the Government regulates the oil and gas industry and establishes the Kingdom’s maximum
level of hydrocarbon production in the exercise of its sovereign prerogative. Accordingly, the Government may
in its sole discretion increase or decrease the Kingdom’s maximum hydrocarbon production at any time based on
its strategic energy security goals or for any other reason. Therefore, the Company’s results of operations may
depend in part on sovereign decisions with respect to production levels that are made by the Government.

In addition, the Concession requires the Company to meet domestic demand for certain hydrocarbons, petroleum
products and LPG. See “Material Agreements—The Concession”. Due to this requirement, the Company’s
downstream product mix includes a high proportion of low margin refined products, such as fuel oil, in order to
satisfy domestic demand for such products. As domestic demand for hydrocarbon products grows and new
dedicated outlets for crude oil production in the Company’s downstream segment become operational, such as
the 400,000 barrel per day Jazan refinery and planned capacity increases at SATORP and YASREF, volumes of
crude oil available for export may decrease.

The supply, demand and price for hydrocarbon products also affects the results of operations of Aramco Trading
Company, the Company’s in-house trading business, which trades internationally and delivers the Company’s
refined products to customers outside the Kingdom using spot chartered and time chartered vessels.

Upstream Liquids Sales

Almost all of the crude oil that the Company produces in a given year is sold within that year. The Company sells
crude oil to its downstream wholly owned and affiliated refineries under long-term sales or offtake agreements.
The Company’s crude oil sales agreements with its third party customers generally have a term of one year and
are automatically renewed if not terminated. These agreements are typically for a specified volume and grade of
crude oil at a price based on a formula that reflects the market prices in the relevant geographical region in which
the oil will be delivered. The pricing formulas use “marker crudes” in each geographical region to determine a
market-based price. The formulas also include price differentials for each grade in each region, which are set by
the Company on a monthly basis, and reflect crude oil quality differences vis-a-vis the marker crude and other
factors, such as the value of competing crudes, in-transit losses, freight allowances and other commercial
considerations. These formula prices are also used for sales of the Company’s crude oil to its in-Kingdom and
international wholly owned and affiliated refineries. As a result, because the Company’s crude oil prices are tied
to global crude oil market prices, the Company’s results of operations for any given period will reflect volatility
in those prices. See “Business—Operating Segments—Upstream—Crude Oil and Condensate—Sales and
Marketing”.

In 2018, 38% of the Company’s crude oil production volumes were sold to its downstream refining system. The
Company maintains seven international offices as part of the Company’s crude oil sales and marketing function.
In anticipation of expected growth in oil demand from Asia, the Company is focussed on crude oil exports to
Asia. In 2016, 2017 and 2018, customers in Asia, including the Company’s affiliated refineries located in Asia,
purchased 69%, 71% and 71%, respectively, of the Company’s crude exports.
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The following table highlights the destinations of the Company’s crude oil deliveries for each of the years ended
31 December 2016, 2017 and 2018.

Year Ended 31 December
2016 2017 2018
(in thousand barrels per day)

Region:

Asia (ex-Kingdom) . . ..o e 5,170 5,073 5,211
North AMEriCa . ... oo e 1,176 1,005 1,013
BUrope .o 871 779 864
OtheT . oot 246 243 240
Total international deliveries®™ .......................................... 7,463 7,099 7,328
Deliveries to domestic joint ventures and joint operations at unregulated prices . . . .. 1,793 1,902 1,860
Local deliveries at regulated prices . ............c.o.uuiiniininiinnenennen .. 498 459 410
Deliveries to domestic wholly owned refineries .............. ... ... .. ... .... 739 704 707
Total in-Kingdom deliveries®™ . ........... ... ... ... .. ... ... .. oo, 3,030 3,065 2,977
0SS D) 9 8 10
Change in crude oil INVENtOTY ... ..ottt e 59 (92) 0
Total crude oil production®® . .. . ... .. . . 10,561 10,080 10,315

(1) Includes condensate blended with crude oil of 116 mbpd, 121 mbpd and 125 mbpd for the year ended 31 December 2016, 2017 and
2018, respectively.

(2) Primarily accounts for differences in volumes measured upon loading and unloading of crude oil shipments.

(3) Production does not include the Kingdom of Bahrain’s entitlement to volumes produced from Abu Sa’fah, which was 154 mbpd, 153
mbpd and 152 mbpd for the years ended 31 December 2016, 2017 and 2018, respectively.

Upstream Gas Sales

By law, the Company is the exclusive supplier of natural gas in the Kingdom and all natural gas produced by the
Company is sold in-Kingdom. From 2003 to 2018, the Company significantly expanded its gas processing
capacity from 9.3 billion standard cubic feet per day to 15.5 billion standard cubic feet per day. The Company
intends to continue to expand its capacity over the next few years to meet domestic demand for low-cost clean
energy and swing production capacity in the peak summer season. According to the Industry Consultant, the
Kingdom’s demand for natural gas is expected to grow at an average rate of 3.7% annually from 9.1 billion cubic
feet per day in 2017 to 14.6 billion cubic feet per day in 2030. The Company expects that the Kingdom will
increasingly rely on natural gas as a feedstock for its power generation facilities, reducing the amount of crude
oil volumes used by power generators. This displacement of crude oil by gas used domestically is expected to
increase crude oil volumes available for export. The Company is pursuing investment and joint venture
opportunities outside the Kingdom in natural gas and LNG projects and may pursue additional opportunities
elsewhere in the near future. In addition, the Company expects demand for natural gas to be driven by
petrochemical production and other industrial consumption.

The Company sells natural gas within the Kingdom at regulated prices mandated by the Government and is
obligated under the Concession to meet domestic gas demand through either domestic production or imports.
Effective 27 March 2018, the Government implemented a mechanism under which regulations passed by the
Council of Ministers empower MEIM, in agreement with the Ministry of Finance, to enable the Company to
receive a commercial rate of return suitable for the development and exploitation of the gas resources of the
Kingdom. See “—Fiscal Regime Changes”.

In-Kingdom Downstream Product Sales

The Company’s downstream products sold to the domestic marketplace through domestic sales agreements
include gasoline, diesel, fuel oil, LPG, asphalt, kerosene, naphtha and jet fuels. Sales agreements generally have a
term of one year, except for sales agreements with customers in the utility and aviation sectors which generally
have a longer term. Typically, these agreements are automatically renewed if not terminated. In the Kingdom,
gasoline, diesel, fuel oil, LPG, asphalt and kerosene are sold at regulated prices mandated by the Government.
The regulated prices often have been lower than the prices at which the Company could otherwise have sold such
refined products. As a result, prior to 2017, the downstream business performed at an overall net loss. As at
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1 January 2017, the Government implemented an equalisation mechanism to compensate the Company for
revenue directly foregone as a result of compliance with the mandates related to crude oil, kerosene, diesel,
heavy fuel oil and gasoline, with equalisation compensation recorded as other income related to sales. See
“—Fiscal Regime Changes”. For sales of downstream products that are not subject to Government pricing
mandates, prices are based on unregulated prices for the relevant product and are updated on a weekly or monthly
basis, depending on the product.

Investments and Acquisitions in Expansion of Downstream Segment

The downstream segment’s activities consist primarily of refining and petrochemical manufacturing and supply,
trading and marketing operations. A significant portion of the downstream business is conducted through
affiliates. The Company has expanded its downstream operations by undertaking expansion projects at its
existing downstream facilities and increasing control in existing downstream investments, as well as entering
new downstream ventures and acquiring new downstream assets.

The integration of the Company’s upstream and downstream segments provides a unique opportunity for the
Company to secure crude oil demand by selling to its captive system of domestic and international wholly owned
and affiliated refineries. For the years ended 31 December 2016, 2017 and 2018, downstream consumed 36%,
39% and 38% of its upstream’s total crude oil production in those periods, making the Company’s downstream
business the largest single customer of its upstream business in those years.

The Company has undertaken significant expansion projects at its downstream facilities. The Company’s capital
expenditures in its downstream segment were SAR 30,971 million in 2016, SAR 35,569 million in 2017 and
SAR 32,677 million ($8,714 million) in 2018. Expansion of the downstream segment’s refining capacity
increases the Company’s ability to place more of its crude oil volumes with its downstream operations globally,
including the PRefChem integrated refinery and petrochemicals complex in Johor, Malaysia which is expected to
commence operations in 2019. As the Company’s refining capacity at its dedicated outlets for its crude oil
increases, the Company expects to deliver more crude oil volumes to these customers. The Company believes an
integrated global downstream business, coupled with future downstream investments, will facilitate the
placement of the Company’s crude oil in larger offtake volumes in assets designed specifically to economically
process Arabian crude oil, allow it to capture additional value across the hydrocarbon chain, expand its sources of
earnings and provide resilience to market volatility. The Company intends to continue to expand its downstream
business, including through acquisitions, affiliates and international investments.

Completion of Motiva Transaction

From 2002 until 1 May 2017, Motiva was a joint venture between the Company and affiliates of Shell. On 1 May
2017, the Company completed a transaction to separate the assets, liabilities and businesses of its former Motiva
joint venture with Shell and transferred assets and liabilities retained by the Company to its wholly owned
subsidiary (Motiva), which led to the portion of the Motiva business that was transferred to the Company being
consolidated into the Company’s financial statements from 1 May 2017 instead of being accounted for using the
equity method, as was the case for the Company’s interest in the prior Motiva joint venture for prior periods. See
Note 30(a)(i) to the 2017 Financial Statements and Note 31(c)(ii) to the 2018 Financial Statements.
Consolidation of Motiva significantly impacted the Company’s results of operations as at and for the year ended
31 December 2017, particularly resulting in:

 an increase of the Company’s revenue, purchases, producing and manufacturing costs, depreciation and
amortisation, finance costs, non-current borrowings, trade and other payables, deferred income tax liabilities
and property, plant and equipment; and

* a decrease of the Company’s share of results from joint ventures and associates and investment in joint
ventures and associates.

Expected Purchase of Equity Interest in SABIC

On 27 March 2019, the Company announced it had entered into a purchase agreement with the PIF to acquire the
PIF’s 70% equity interest in SABIC for total consideration of $69.1 billion. SABIC operates in over 50 countries
and produces ethylene, ethylene glycol, methanol, MTBE, polyethylene and engineering plastics and their
derivatives, among other products. The Company intends to fund its investment in SABIC from a combination of
cash on hand and seller financing in the form of promissory notes. The Company currently intends to repay the
promissory notes in a phased manner through cash from operations, external debt financing or a combination
thereof. Following the proposed acquisition, SABIC will remain a listed company on Tadawul. Closing of the
acquisition is subject to customary closing conditions and is currently expected to occur in 2020.
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The Company expects that the acquisition of a majority stake in SABIC will support significant expansion of the
Company’s downstream activities, particularly in its chemicals business. See “Overview—Overview of the
Company—~Proposed Acquisition of Equity Interest in SABIC”.

The completion of the acquisition is expected to result in the Company consolidating SABIC into its financial
statements from 2020 and therefore will have an impact on the Company’s financial condition and results of
operations as at and for the year ended 31 December 2020 compared to prior periods.

Fiscal Regime Changes

Effective 1 January 2017, the Government adopted a number of changes to the fiscal regime under which the
Company operates. Among other things, these changes align the fiscal regime to which the Company and other
domestic hydrocarbon producers are subject to tax and royalty rates that are customary in other hydrocarbon
producing jurisdictions. Below is a summary of these changes and their impact on the Company.

 Income tax rate. The Company and its interests in in-Kingdom entities are subject to the Kingdom’s Income
Tax Law. The Kingdom’s Income Tax Law includes a new multi-tiered structure of income tax rates for
authorised producers of hydrocarbons, which are based on the amount of in-Kingdom capital investments
(with the income tax rate decreasing as the level of in-Kingdom capital investment increases). Under this
new structure, effective 1 January 2017, the income tax rate applicable to Saudi Arabian Oil Company
decreased from 85% to 50%. In addition, effective from 1 January 2018, a 20% rate applies to Saudi
Arabian Oil Company’s taxable income related to the exploration and production of non-associated natural
gas (including gas condensates) as well as the collection, treatment, processing and transportation of
associated and non-associated natural gas and their liquids, gas condensates and other associated elements.
Further, under the Kingdom’s Income Tax Law, Saudi Arabian Oil Company’s interests in in-Kingdom
subsidiaries are generally subject to a 20% tax rate, unless such subsidiary is engaged in the production of
oil and its associated hydrocarbon products in which case the 50% to 85% multi-tiered structure of income
tax rates applies, except that a 20% rate would apply to such subsidiary’s taxable income related to certain
natural gas activities as described above.

* Royalties. Prior to 1 January 2017, royalties were assessed primarily on crude oil and refined products and
were calculated based on sales of the relevant product, with recognition of royalty expenses occurring at the
time of sale and deducted from revenue in the Company’s consolidated statement of income.

From 1 January 2017, royalties are payable on crude oil and condensate, natural gas, ethane and NGLs and
are based on their production value. See “Material Agreements—The Concession”. Accordingly, the amount
of royalties payable is recognised as an expense at the time of production and in the Company’s statement of
income as “production royalties”.

Crude oil and condensate production value is based each month on the Company’s official selling prices for
each destination market. The effective royalty rate is determined based on a baseline marginal rate of 20%
applied to Brent prices up to $70 per barrel, increasing to 40% applied to Brent prices above $70 per barrel
and 50% applied to Brent prices above $100 per barrel. Pursuant to MEIM’s authority under the
Concession, on 25 February 2018, MEIM exempted Saudi Arabian Oil Company from royalties on
condensate production for five years from 1 January 2018.

Production royalties due on natural gas, ethane and NGLs, excluding those volumes used by the Company
for upstream operations and related operations (including transportation, pipelines and storage and export
facilities, fractionation plants, gas and NGLs plants) are calculated based on a flat royalty rate of 12.5%
applied to a factor established by MEIM. As at the date of the Base Prospectus, the factor to which this
royalty is applied is $0.035 per mmBTU for NGLs (propane, butane and natural gasoline) and $0.00 per
mmBTU for natural gas (methane) and ethane.

As a result of the changes in royalties applicable to the Company, revenue for 2017 and 2018 is not directly
comparable to prior years.

In light of the change of royalties from sales-based to production-based, volumes of crude oil and
condensate and natural gas and NGLs that were produced towards the end of 2016 and held on the balance
sheet as inventory as at 31 December 2016 were not subject to royalties in 2016 as those volumes were not
sold under the prior sales-based royalty regime. Royalties of SAR 5.5 billion ($1.5 billion) on these volumes
were expensed in 2017 and paid in 2018.

e Price Equalisation. Pursuant to the Concession, the Company possesses the exclusive right to sell crude oil
and refined products in the Kingdom. As such, the Government mandates that crude oil and certain refined
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products sold to third parties in the Kingdom are sold at regulated prices that are typically lower than the
prices at which the Company could otherwise have sold such products. Effective 1 January 2017, the
Government implemented an equalisation mechanism to compensate the Company for revenue directly
foregone as a result of the Company’s compliance with the mandates related to crude oil, kerosene, diesel,
heavy fuel oil and gasoline. The Company records the equalisation amount as other income related to sales
on its consolidated statement of income and such amount is subject to income tax. The Company may offset
its income taxes payable by the equalisation amount in the period in which such taxes are due. If the income
taxes payable to the Government are not adequate to offset the equalisation amount, the Company may
offset any other amounts it owes to the Government against the equalisation amount. The offsetting
mechanism occurs on a monthly basis when payments to the Government are due. In the event the
equalisation price is less than the regulated price, the difference would be due from the Company to the
Government.

The Government has publicly announced its intention to gradually modify the regulated prices at which
refined products are sold in the Kingdom. The regulated prices will be linked as a percentage to the
reference equalisation price of the relevant product and will fluctuate according to fluctuations in global
markets. As regulated prices increase, the Company expects that equalisation compensation will decrease
and that, in turn, the amount of other income related to sales recorded by the Company will decrease, with
an offsetting increase in revenue from product sales.

Gas Price System. Gas sales in the Kingdom are regulated by the Government, including MEIM, which
allocates volumes for sales of natural gas and NGLs in the Kingdom to domestic customers pursuant to the
GSPR. The price that domestic customers pay for natural gas and ethane is traditionally set by the Council
of Ministers. Effective 27 March 2018, the Council of Ministers empowered MEIM, in agreement with the
Ministry of Finance, to specify the minimum price due to those licensed to engage in gas investment for the
sale of natural gas, ethane and NGLs in order to provide such licencees making gas investments an
opportunity to realise a suitable rate of return for these products in the Kingdom. The Council of Ministers
also decided that the domestic prices for natural gas, ethane and NGLs (excluding any Government fees or
value-added tax) shall not be lower than this minimum price. If domestic prices are higher than the
minimum price, licencees shall pay the difference to the Government. Subsequently, MEIM in agreement
with the Ministry of Finance issued a ministerial decision setting such minimum price at a level they
determined would permit licencees to achieve reasonable internal rates of return on existing non-associated
gas projects and on future non-associated projects. See “Regulation of the Oil and Gas Industry in the
Kingdom—Regulated Domestic Pricing of Certain Hydrocarbons—Gas Pricing”.

Government guarantee. The Company sells hydrocarbon products to various Government and semi-
Government entities, including ministries and other branches of the Government, and separate legal entities
in which the Government has share ownership or control. Prior to 2017, the payment of receivables from
these customers was not guaranteed and revenue was recognised only when payment was received and the
Company recorded an allowance for the receivable. From the 1980s to 2016 the Company periodically
transferred to the Government receivables that were owed by these entities for which payment had not been
received for no consideration and reversed the related allowance. Accordingly, these transfers did not
impact the Company’s financial statements. Most recently, in 2016, the Company transferred receivables in
the amount of SAR 52.4 billion ($14.0 billion) to the Ministry of Finance for no consideration and reversed
the related allowance.

Effective 1 January 2017, the Government guaranteed amounts due to the Company from certain
Government and semi-Government entities, including ministries of the Government and separate legal
entities in which the Government has share ownership or control that are unable to settle within terms
agreed with the Company, subject to limits on the amount of the guarantee for each entity. The aggregate
amount guaranteed in 2017 and 2018 was SAR 22.4 billion and SAR 32.7 billion, respectively.

Pursuant to certain governmental resolutions as further described in “Regulation of the Oil and Gas Industry
in the Kingdom—Regulated Domestic Pricing of Certain Hydrocarbons—Government Guarantee”, the
Company may offset any amounts owed by such Government or semi-Government entities under any
agreement with such customers from its income taxes payable to the Government. This includes amounts
due to the Company from sales of crude oil and refined products to Government-affiliated companies. If the
amounts of the income taxes payable to the Government are not adequate to offset the amounts owed by
such customers, the Company may offset such amounts against any other amounts the Company owes to the
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Government. See “Regulation of the Oil and Gas Industry in the Kingdom—Regulated Domestic Pricing of
Certain Hydrocarbons—Government Guarantee’.

e Treatment of certain historic receivables. In 2016, a Council of Ministers decision was issued to transfer a
series of receivables amounting to SAR 18.1 billion that was due to the Company from certain foreign
governments to the Ministry of Finance, net of SAR 15.5 billion of associated taxes and royalties due to the
Government, in exchange for a tax offset of SAR 2.6 billion in 2016. As part of the fiscal regime changes,
the Company expects future settlements of receivables to be settled pursuant to the Government guarantee.
See “—Government guarantee”.

Seasonality

The operating results of the Company’s upstream and downstream segments may fluctuate slightly from quarter
to quarter as a result of a variety of seasonal factors affecting energy demand. For example, there is an increase in
natural gas demand for the utilities sector during the summer months in the Kingdom (June, July and August). As
such, the Company’s upstream segment produces and sells more natural gas during this period. In addition, there
is an increased demand for diesel, gasoline and jet fuel in the Kingdom around its major holidays, including
Eid al-Fitr, Hajj season and Eid al-Adha, the timing of which varies from year to year as determined by the Hijri
calendar. During this time, the Company’s downstream segment sells more diesel, gasoline and jet fuel. The
Company expects these trends to continue in future years.

Components of Results of Operations
Revenue

Revenue primarily consists of sales of crude oil, natural gas, refined products and petrochemicals products.
Revenue also includes services provided to third parties, joint operations, joint ventures, associates and
government agencies, such as the operation and maintenance of facilities for third parties. Prior to 2017, royalties
payable to the Government were accounted for as a deduction from revenue. With effect from 1 January 2017,
royalties attributable to the production of crude oil and condensate, natural gas and NGLs are accounted for as an
expense, rather than a deduction from revenue. See “—Fiscal Regime Changes—Royalties”.

In 2018, the Company delivered Arabian crude oil to customers located in 37 countries. However, for accounting
purposes, the Company records its revenue by geographical area based on the location of the entity that generated
the revenue. The Company sells crude oil, gas, refined products and petrochemical products under different sales
incoterms. The Company’s sales are primarily made on a free on board basis at the point of shipment, pursuant to
which the buyer assumes all costs and liabilities once the goods are placed onto a ship for delivery. A smaller
portion of the Company’s sales are made on a free in pipe basis, pursuant to which the buyer assumes all costs
and liabilities once the product passes into the buyer’s receiving pipeline system. The balance of the Company’s
sales is made on a cost, insurance and freight basis, pursuant to which the seller assumes all costs and liabilities
until the goods are received by the buyer, or another sales incoterm. As the Company produces all its crude oil in
the Kingdom and the sales are recorded by an entity located in the Kingdom, free on board export sales of crude
oil are recorded as in-Kingdom revenue for segment reporting in the Company’s financial statements.

Other Income Related to Sales

Other income related to sales reflects the equalisation payments received from the Government to compensate
the Company for the difference between the equalisation prices and the regulated prices for the sales of certain
hydrocarbon products within the Kingdom. See “—Fiscal Regime Changes—Price Equalisation”.

For the years ended 31 December 2017 and 2018, the Company’s other income related to sales was
SAR 150.2 billion and SAR 152.6 billion ($40.7 billion). The Company did not record any other income related
to sales for the year ended 31 December 2016 as the price equalisation mechanism introduced by the Government
was effective from 1 January 2017.

Production Royalties and Excise and Other Taxes

Production royalties and excise and other taxes consist of the royalties attributable to the production of
hydrocarbons. Prior to 2017, royalties payable to the Government were accounted for as a deduction from
revenue. With effect from 1 January 2017, royalties are accounted for as an expense, rather than a deduction from
revenue. Excise and other taxes consist of amounts paid by Motiva based on its operations in the United States.

45



Purchases

Purchases primarily consist of refined products, chemicals and crude oil purchased from third parties for use in
the Company’s downstream operations and to meet demand for products in the Kingdom when it exceeds the
Company’s production of the relevant product. The Company also purchases products from third parties when it
is cost effective. For example, various downstream operations from time to time purchase crude oil from third
parties to use as a feedstock. Purchases also include Aramco Trading Company’s procurement of refined
products and chemicals as part of its trading operations and from 1 May 2017, purchases by Motiva under its
buying and selling arrangements and for its trading operations. The Company expects that, once operational, the
Jazan integrated petrochemical refinery, as well as capacity increases at SATORP and YASREF, will produce
more quantities of downstream products to meet in-Kingdom demand.

Producing and Manufacturing

Producing and manufacturing costs consist primarily of the operating expenses related to producing
hydrocarbons and refined products. Producing and manufacturing costs also include the upstream segment’s and
downstream segment’s support services expenses, including engineering and operational services. In addition,
producing and manufacturing costs include labour and employee-related expenses directly related to producing
the Company’s products.

Selling, Administrative and General

Selling, administrative and general expenses consist of costs related to supporting the operations and services of
the Company and certain other expenses. Costs related to supporting the operations and services of the Company
include:

* pipeline, distribution and terminal expenses;
¢ selling and administrative expenses; and

 corporate, support and administrative services (such as human resources, finance, corporate affairs and
legal) and expenses related to the Company’s employee home ownership programme.

Other expenses included in selling, administrative and general expenses consist of:
* freight and storage expenses; and
e costs related to corporate citizenship projects and initiatives.

The Company engages in a range of corporate citizenship projects and initiatives outside the Company’s core
business to support the communities and environment in which it operates. The Company initiates some of these
projects and initiatives and others are undertaken in coordination with, and at the direction of, the Government.
Government-directed projects and initiatives have generally been of national importance to the Kingdom and
support the Company’s long-term commercial interests. The Government previously compensated the Company
for its efforts relating to such activities by either allowing the Company to reduce its taxable income by the
amount of costs incurred or directly reimbursing the Company though a tax credit. The Concession requires that
all Company contracts with any Government agency or any arrangement for the furnishing of Hydrocarbons,
services or otherwise shall be on a commercial basis. See “Business—Corporate Citizenship”.

Costs related to Company-initiated projects and initiatives are expensed as incurred and reflected in selling,
administrative and general expenses. Costs related to Government-directed projects and initiatives are treated in
different ways by the Company. For certain projects directed by the Government, the Government provides a
ministerial decree from the relevant Government ministry which allows the Company to credit its costs related to
these projects against the Company’s tax liability. For example, certain major infrastructure projects undertaken
at the direction of the Government for which the Government reimburses the Company’s costs in full are not
reflected in the Company’s financial statements because they have neither a positive nor negative impact on the
Company’s financial condition or results of operations. These projects include the construction of the multi-
purpose stadium located at King Abdullah Sports City near Jeddah, the construction of the Jazan Complex
Terminal and the construction of the King Salman Energy Park (SPARK). See “Related Party Transactions—
Other Transactions”.

Costs related to other Government-directed projects are primarily expensed as incurred, deductible for tax
purposes and reflected in selling, administrative and general expenses. The only such projects currently
impacting the Company’s Financial Statements are the operating costs related to KAUST and KAPSARC, the
capital costs for which were primarily incurred prior to 2017. See “Business—Corporate Citizenship”.

46



The Company expects to continue to engage in a range of corporate citizenship projects and initiatives in the
future.

Exploration

Exploration expenses consist of the costs for the evaluation of subsurface geological areas for hydrocarbon
resources, including geological and geophysical surveys, and write-offs related to unsuccessful exploratory wells.
Research and Development

Research and development expenses consist of costs incurred to research new technologies. If development costs
are expected to generate probable future economic benefits, they are capitalised as intangible assets.
Depreciation and Amortisation

Depreciation is attributable to property, plant and equipment. Amortisation is attributable to capitalised costs
(primarily drilling costs), which are intangible assets and thus amortised rather than depreciated.

Impairments

Impairments are recognised when events or changes in circumstances indicate that the carrying amount of certain
assets on the Company’s balance sheet may not be recoverable, which occurs when the assets’ carrying value is
greater than the discounted future cash flows the asset is expected to generate over its remaining useful life.

Share of Results from Joint Ventures and Associates

Share of results from joint ventures and associates includes the Company’s share of profit or loss related to
entities that are accounted for using the equity method. A significant portion of the Company’s downstream
business is conducted through joint ventures and associate companies. As at 1 May 2017, the Company
completed a transaction to separate and transfer the assets, liabilities and businesses of its former Motiva joint
venture with Shell and transferred certain assets and liabilities to a wholly owned subsidiary of the Company.
This led to the consolidation of Motiva’s results of operations into the Company’s financial statements from
1 May 2017 instead of being accounted for using the equity method as in prior periods. For further information,
see “—Summary of Significant Accounting Policies—Principles of Consolidation and Equity Accounting—Joint
Arrangements and Associates”.

Finance and Other Income

Finance and other income includes interest income, gains or losses on derivative transactions, dividend income,
gains or losses on disposal of equity investments and insurance settlements.

Finance Costs

Finance costs include interest expense incurred in connection with the Company’s finance lease liabilities and
bank borrowing liabilities, including its revolving credit facility agreement and Sukuk Programme.
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Consolidated Results of Operations for the Years ended 31 December 2016, 2017 and 2018

The following table sets forth the Company’s consolidated statement of income for the years ended 31 December
2016, 2017 and 2018:

Year Ended 31 December Increase/(Decrease)
2016 2017 2018 2018 2016-2017 2017-2018
SAR SAR SAR US.$
(in millions, except percentages)
Revenue® .. ... ... ... ... ... ... .... 504,596  835,983@ 1,182,137 315,236 66% 41%
Other income related to sales® ... ....... — 150,176 152,641 40,704 — 2%
Revenue and other income related to
sales.......... ... ... . ... ... ... 504,596 986,159? 1,334,778 355,940 95% 35%
Production royalties and excise and other
taxes ... —  (136,393)@ (208,505) (55,601) — 53%
Purchases ........................... (53,231) (120,398)® (188,937) (50,383) 126% 57%
Producing and manufacturing . .......... (48,369) (64,045)®  (56,202)  (14,987) 32%  (12)%
Selling, administrative and general . . . . ... (37,051) (29,606)® (31,250) (8,333) 20)% 6%
Exploration ......................... (11,087) (13,725) (7,928) (2,114) 24%  (42)%
Research and development ............. (1,897) (1,902) 2,217) 591) 0% 17%
Depreciation and amortisation .......... (33,615) (36,894) (41,334) (11,023) 10% 12%
Impairments® . ...................... (13,646) (281) — — 98)% (100)%
Operatingcosts ..................... (198,896) (403,244)® (536,373) (143,032) 103 % 33%
Operating income . ................... 305,700 582915 798,405 212,908 91% 37%
Share of results from joint ventures and
aSSOCIALES . . oot v (979) (956) (1,415) (377) )%  48%
Finance and otherincome .............. 1,609 1,569 3,865 1,030 2)% 146%
Financecosts ........................ (1,354) (2,090) (2,959) (789) 54% 42%
Income before income taxes ............ 304,976 581,438 797,896 212,772 91% 37%
Income taxes® . ..................... (255,255) (296,819) (381,378) (101,701) 16% 28%
Netincome ......................... 49,721 284,619 416,518 111,071 472 % 46 %
Net income attributable to:
Government’s equity . ............. 48,349 283,198 416,196 110,985 486% 47%
Non-controlling interests .......... 1,372 1,421 322 86 4%  (17)%
49,721 284,619 416,518 111,071 472 % 46 %

(1) Prior to 2017, royalties payable to the Government were accounted for as a deduction from revenue. With effect from 1 January 2017,
royalties attributable to the production of crude oil and condensate, natural gas and NGLs are accounted for as an expense, rather than a
deduction from revenue. See “—Factors Affecting the Company’s Results of Operations and Financial Condition—Fiscal Regime
Changes” and “Business—Relationship with the Kingdom—The Concession”.

(2) The Company adopted IFRS 15 effective for annual reporting periods beginning on or after 1 January 2018. As a result, in the
preparation of its 2018 Financial Statements, the Company reclassified certain 2017 results that appear in the 2017 comparative column
of the 2018 Financial Statements. See page F-11.

(3) The Company sells certain hydrocarbons within the Kingdom at regulated prices mandated by the Government. From 1 January 2017,
the Government implemented an equalisation mechanism to compensate the Company for revenues directly foregone as a result of the
Company’s compliance with the Government mandates related to crude oil, kerosene, diesel, heavy fuel oil and gasoline. See
“Management’s Discussion and Analysis of Results of Operations and Financial Condition—Factors Affecting the Company’s Results of
Operations and Financial Condition—Fiscal Regime Changes—Price Equalisation”.

(4) Purchases, producing and manufacturing costs and selling, administrative and general costs for 2017 do not reflect the reclassification of
SAR 1.4 billion of producing and manufacturing costs reclassified to selling, administrative and general expenses and SAR 5.7 billion of
producing and manufacturing costs reclassified to purchases that were made to the 2017 comparative amounts reflected in the 2018
Financial Statements. The Company estimates that a similar reclassification of producing and manufacturing costs to purchases would
have been made for 2016. See page F-11.

(5) The Company recognised an impairment of SAR 13,646 million for the year ended 31 December 2016 related to a petrochemical
refinery under construction and two existing domestic refineries.

(6) Asat 1 January 2017, the income tax rate applicable to Saudi Arabian Oil Company was reduced from 85% to 50%, except that effective
from 1 January 2018, a 20% tax rate applies to Saudi Arabian Oil Company’s taxable income related to certain natural gas activities. See
“—Factors Affecting the Company’s Results of Operations and Financial Condition—Fiscal Regime Changes”.
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Revenue and Other Income Related to Sales

For the years ended 31 December 2018 and 2017, the Company’s revenue and other income related to sales was
SAR 1,334.8 billion ($355.9 billion) and SAR 986.2 billion, respectively. This 35% increase was primarily
attributable to an increase in the average realised price per barrel of crude oil to $70.02 from $52.72 as well as an
increase in other income related to sales. The volume of crude oil produced by the Company increased to
10.3 million barrels per day in 2018 from 10.1 million barrels per day in 2017.

Other income related to sales in 2018 was substantially unchanged from 2017 primarily due to an increase in the
average regulated prices of crude oil, kerosene, diesel, heavy fuel oil and gasoline in the Kingdom commensurate
with the increase in the equalisation price for such products, partially offset by lower volumes of refined products
delivered in the Kingdom. This led to the Company recording other income related to sales of SAR 152.6 billion
($40.7 billion) for the year ended 31 December 2018. See “—Factors Affecting the Company’s Results of
Operations and Financial Condition—Fiscal Regime Changes”.

For the years ended 31 December 2017 and 2016, the Company’s revenue and other income related to sales was
SAR 986.2 billion and SAR 504.6 billion, respectively. This 95% increase in revenue was primarily attributable
to an increase in average realised price per barrel of crude oil to $52.7 from $40.7 as well as the price
equalisation mechanism introduced by the Government effective from 1 January 2017, resulting in other income
related to sales of SAR 150.2 billion for the year ended 31 December 2017. The volume of crude oil delivered by
the Company decreased to 10.1 million barrels per day in 2017 from 10.6 million barrels per day in 2016. Also
contributing to the increase in revenue and other income related to sales were the following:

» revenue from international sales of crude oil increased to SAR 526.3 billion from SAR 431.7 billion, or by
22%, for the years ended 31 December 2017 and 2016, respectively, despite a decrease in the total volume
of international sales of crude oil from 2016 to 2017 by approximately 429,000 barrels per day, or 6%,
following the Kingdom’s decision to require the Company to produce fewer barrels per day of crude oil in
2017 as well as due to the consolidation of Motiva’s results of operations into the Company’s financial
statements from 1 May 2017 with export sales of crude oil to Motiva eliminated in consolidation from that
date; and

e revenue from export sales of refined products increased to SAR 218.3 billion from SAR 103.1 billion, or by
112%, for the years ended 31 December 2017 and 2016, respectively.

In addition, revenue and other income related to sales in 2017 increased from 2016 because from 1 January 2017
royalties payable to the Government were no longer accounted for as a deduction from revenue. The Company
did not record any other income related to sales for the year ended 31 December 2016 as the price equalisation
mechanism introduced by the Government was effective from 1 January 2017. In 2017, the Company recorded
other income related to sales of SAR 150.2 billion. See “—Factors Affecting the Company’s Results of
Operations and Financial Condition—Fiscal Regime Changes”.

Upstream

For the years ended 31 December 2018 and 2017, the upstream segment’s external revenue was
SAR 776.2 billion ($207.0 billion) and SAR 574.1 billion, respectively. This 35% increase was primarily due to
an increase in average realised sales price per barrel of crude oil to $70.1 from $52.8, or 33%. For the years
ended 31 December 2018 and 2017, the upstream segment’s other income related to sales was SAR 37.2 billion
($9.9 billion) and SAR 29.1 billion, respectively. This 28% increase was primarily due to an increase in the
reference equalisation price for crude oil. For the years ended 31 December 2017 and 2016, the upstream
segment’s external revenue was SAR 574.1 billion and SAR 361.0 billion, respectively. This 59% increase was
primarily due to an increase in average realised sales price per barrel of crude oil to $52.8 from $40.7, or 30%,
and partially offset by a decrease in the total volume of crude oil exports from 2016 to 2017 by approximately
312,000 barrels per day, or 4%, and the change in accounting for royalties as a result of the fiscal regime
changes. The Company did not record any other income related to sales for the year ended 31 December 2016.
See “—Revenue and Other Income Related to Sales” and “—~Production Royalties and Excise and Other Taxes”.

Downstream

For the years ended 31 December 2018 and 2017, the downstream segment’s external revenue was
SAR 404.6 billion ($107.9 billion) and SAR 260.6 billion, respectively. This 55% increase was primarily due to
an increase in average refined product prices, consolidation of Motiva’s results in the Company’s financial
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statements for the full year in 2018 and the absence of the impact from Hurricane Harvey, which negatively
affected the downstream segment’s results in 2017. For the years ended 31 December 2017 and 2016, the
downstream segment’s revenue was SAR 260.6 billion and SAR 142.6 billion, respectively. This 83% increase
was primarily due to the consolidation of Motiva’s results of operations into the Company’s financial statements
from 1 May 2017 and an increase in average realised prices for downstream products. For the years ended
31 December 2018 and 2017, the downstream segment’s other income related to sales was SAR 115.5 billion
($30.8 billion) and SAR 121.1 billion, respectively. This 5% decrease was primarily due to a decrease in volumes
of refined products sold in the Kingdom by 9%. The Company did not record any other income related to sales
for the year ended 31 December 2016.

Corporate

For the years ended 31 December 2018, 2017 and 2016, the Corporate segment’s external revenue was
SAR 1,329 million ($354 million), SAR 1,210 million and SAR 1,083 million, respectively. The corporate
segment primarily supports the upstream segment’s and downstream segment’s activities and has limited external
activities.

Production Royalties and Excise and Other Taxes

For the years ended 31 December 2018 and 2017, the Company recorded production royalties and excise and
other taxes of SAR 208.5 billion ($55.6 billion) and SAR 136.4 billion, respectively. This 53% increase was
primarily due to the impact of a higher applicable royalty rate applied to the Company’s crude oil production
after Brent prices increased to over $70 per barrel for a large part of 2018, increasing the marginal royalty rate
from 20% to 40% during such periods. This increase was also due to increased production volumes of crude oil
in 2018. The Company did not record any production royalties and excise and other taxes as an expense item for
the year ended 31 December 2016 as the new production-based royalty introduced by the Government was
effective from 1 January 2017. In 2016, the Company deducted from its revenue SAR 101.3 billion of royalties
payable to the Government. See “—Factors Affecting the Company’s Results of Operations and Financial
Condition—Fiscal Regime Changes” and “Business—Relationship with the Kingdom—The Concession”.

Purchases

For the years ended 31 December 2018 and 2017, the Company made purchases of SAR 188.9 billion ($50.4
billion) and SAR 120.4 billion, respectively. This 57% increase was primarily attributable to increased purchases
of volumes of crude oil and refined products as well as an increase in the prevailing market prices for those
products. Purchases by Aramco Trading Company increased to SAR 66.0 billion ($17.6 billion) for the year
ended 31 December 2018 from SAR 41.7 billion for the year ended 31 December 2017, which was primarily due
to an increase in prevailing market prices of refined products and an increase in volumes purchased. As a
percentage of revenue and other income related to sales, the Company’s purchases increased to 14% for the year
ended 31 December 2018 from 12% for the year ended 31 December 2017.

The Company made purchases of SAR 120.4 billion and SAR 53.2 billion for the years ended 31 December 2017
and 2016, respectively. This 126% increase was primarily attributable to an increase in purchases of crude oil
and refined products resulting from the consolidation of Motiva into the Company’s financial statements from
1 May 2017, which accounted for SAR 48.6 billion of purchases by the Company. Purchases by Aramco Trading
Company increased to SAR 41.7 billion for the year ended 31 December 2017 from SAR 30.2 billion for the year
ended 31 December 2016, which was primarily due to an increase in prevailing market prices of refined products
and an increase in volumes purchased. As a percentage of revenue and other income related to sales, the
Company’s purchases increased to 12% for the year ended 31 December 2017 from 11% for the year ended
31 December 2016.

Producing and Manufacturing

For the years ended 31 December 2018 and 2017, producing and manufacturing expenses were SAR 56.2 billion
($15.0 billion) and SAR 64.0 billion, respectively. This 12% decrease was primarily due to a reclassification of
certain producing and manufacturing costs to (i) selling, administrative and general expenses and (ii) purchases.
As a percentage of revenue and other income related to sales, the Company’s producing and manufacturing
expenses decreased to 4% for the year ended 31 December 2018 from 6% for the year ended 31 December 2017.

Producing and manufacturing expenses were SAR 64.0 billion and SAR 48.4 billion for the years ended
31 December 2017 and 2016, respectively. This 32% increase was primarily due to the consolidation of Motiva
into the Company’s financial statements from 1 May 2017.
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Selling, Administrative and General

For the years ended 31 December 2018 and 2017, the Company incurred selling, administrative and general
expenses of SAR 31.3 billion ($8.3 billion) and SAR 29.6 billion, respectively.

The Company incurred selling, administrative and general expenses of SAR 29.6 billion and SAR 37.1 billion for
the years ended 31 December 2017 and 2016, respectively. This 20% decrease was primarily due to a decrease in
labour costs due to the retirement of certain senior employees and reduction in the number of expatriate
employees.

Exploration

For the years ended 31 December 2018 and 2017, exploration expenses decreased 42% to SAR 7.9 billion
($2.1 billion) from SAR 13.7 billion, respectively. This decrease was primarily due to lower write-offs of
dry-hole costs related to gas exploration activities in 2018.

For the years ended 31 December 2017 and 2016, the Company incurred exploration expenses of
SAR 13.7 billion and SAR 11.1 billion, respectively. This 24% increase was primarily attributable to an increase
in write-offs of dry-hole costs related to gas exploration activities.

Research and Development

For the years ended 31 December 2018 and 2017, the Company incurred research and development expenses of
SAR 2,217 million ($591 million) and SAR 1,902 million, respectively.

For the years ended 31 December 2017 and 2016, the Company incurred research and development expenses of
SAR 1,902 million and SAR 1,897 million, respectively.

Depreciation and Amortisation

For the years ended 31 December 2018 and 2017, the Company recognised depreciation and amortisation
expenses of SAR 41.3 billion ($11.0 billion) and SAR 36.9 billion, respectively. This 12% increase was primarily
attributable to an increase in capitalised costs related to upstream projects that were completed in 2018.

For the years ended 31 December 2017 and 2016, depreciation and amortisation expenses increased to
SAR 36.9 billion from SAR 33.6 billion, respectively. This 10% increase was primarily attributable to the
consolidation of Motiva’s results of operations into the Company’s financial statements from 1 May 2017.

Impairments

The Company recognised an impairment of SAR 13.6 billion for the year ended 31 December 2016 primarily due
to an assessment that the future recoverable amount of the refinery component of an under-construction
petrochemical facility was less than the carrying value of that asset.

Share of Results from Joint Ventures and Associates

The Company had a loss of SAR 1,415 million ($377 million) and SAR 956 million in its share results from joint
ventures and associates for the years ended 31 December 2018 and 2017, respectively. The increase in loss was
primarily due to lower earnings from FREP, partially offset by improved financial performance at Sadara and
Petro Rabigh.

The loss in the Company’s share of results from joint ventures and associates was SAR 956 million and
SAR 979 million for the years ended 31 December 2017 and 2016, respectively. The decrease in loss was
primarily due to improved financial performance at Sadara and Petro Rabigh, partially offset by lower earnings
from Bahri and Motiva no longer being accounted using the equity method as in prior periods.

Finance and Other Income

For the years ended 31 December 2018 and 2017, the Company had finance and other income of
SAR 3,865 million ($1,030 million) and SAR 1,569 million, respectively. This increase was primarily
attributable to an increase in interest income generated from time deposits and loans receivable.

For the years ended 31 December 2017 and 2016, the Company had finance and other income of
SAR 1,569 million and SAR 1,609 million, respectively.
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Finance Costs

For the years ended 31 December 2018 and 2017, the Company incurred finance costs of SAR 2,959 million
($789 million) and SAR 2,090 million, respectively. This 42% increase was primarily due to the consolidation of
Motiva’s results of operations into the Company’s financial statements for the full financial year as well as
increased borrowing costs on certain bank borrowings, including additional project finance borrowings.

For the years ended 31 December 2017 and 2016, the Company incurred finance costs of SAR 2,090 million and
SAR 1,354 million, respectively. This 54% increase was primarily due to the consolidation of Motiva’s results of
operations into the Company’s financial statements from 1 May 2017 as well as finance costs related to the
Sukuk Programme and increased borrowing costs on bank borrowings by SATORP and YASREF.

Income Taxes

For the years ended 31 December 2018 and 2017, the Company incurred an income tax of SAR 381.4 billion
($101.7 billion) and SAR 296.8 billion, respectively, an increase of SAR 84.6 billion or 28%. This increase was
primarily attributable to an increase in income, partially offset by the reduction in income tax rate attributable to
certain of the Company’s natural gas activities.

For the years ended 31 December 2017 and 2016, the Company incurred an income tax of SAR 296.8 billion and
SAR 255.3 billion, respectively, an increase of SAR 41.5 billion or 16%. This increase was primarily attributable
to an increase in income, partially offset by the change in income tax rate applicable to the Company due to the
fiscal regime changes.

Net Income

For the years ended 31 December 2018 and 2017, the Company’s net income was SAR 416.5 billion
($111.1 billion) and SAR 284.6 billion, respectively. This 46% increase was primarily due to improved
profitability of the upstream segment, which was partially offset by lower profitability of the downstream
segment. The decreased profitability of the downstream segment during this period was due to pressure on
downstream margins resulting from an increase of crude oil feedstock prices.

For the years ended 31 December 2017 and 2016, the Company’s net income was SAR 284.6 billion and
SAR 49.7 billion, respectively. This 472% increase was due primarily to the fiscal regime changes.

Liquidity and Capital Resources
The following table sets forth the Company’s cash flow for the years ended 31 December 2016, 2017 and 2018:

Year Ended 31 December
2016 2017 2018 2018
SAR SAR SAR U.S.$

(in millions)

Net cash provided by/(used in):

Operating activities™) . ........... .. . 109,411 333,607 453,701 120,987
Investing activities .. .......o.untiunn i (116,900) (118,629) (131,205) (34,988)
Financing activities . ... ...... ...t 2,021 (181,811) (220,586) (58,823)

(1) Includes settlement of income and other taxes in 2017 and 2018. See Note 23(a) (Settlement Transactions) to the 2018 Financial
Statements.

The Company primarily funds its operations with cash generated from operating activities. The Company’s
primary current uses of cash are ongoing operating expenses, capital expenditures and payments to, and
settlements with, the Government of royalties, income and other taxes and cash distributions.

The Company’s future capital requirements will depend on many factors, including the capacity expansion of the
MGS and expansion of its downstream operations.

Cash Flow Provided by Operating Activities

The Company’s cash flow is primarily generated from its operations. Net cash provided by operations for the
year ended 31 December 2018 amounted to SAR 453.7 billion ($121.0 billion) as compared to SAR 333.6 billion
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for the year ended 31 December 2017 and SAR 109.4 billion for the year ended 31 December 2016. The 36%
increase from 2017 to 2018 was primarily due to an increase in the price of crude oil by 33%, partially offset by
an increase in cash paid for settlement of income and other taxes. The 205% increase from 2016 to 2017 was
primarily due to an increase in the average realised price of crude oil by 29%, the implementation of the price
equalisation mechanism, as well as the positive impact from a lower income tax rate in connection with the fiscal
regime changes that took effect from 1 January 2017. Cash provided by operating activities for the years ended
31 December 2018 and 2017 includes a settlement of income and tax and royalty obligations. See Note 23(a)
(Settlement Transactions) to the 2018 Financial Statements and Note 23(a) (Settlement Transactions) to the 2017
Financial Statements.

Cash Flow Used in Investing Activities

Net cash flow used in investing activities amounted to SAR 131.2 billion ($35.0 billion) for the year ended
31 December 2018 as compared to SAR 118.6 billion for the year ended 31 December 2017 and
SAR 116.9 billion for the year ended 31 December 2016. The 11% increase from 2017 to 2018 was primarily due
to an increase in capital expenditures. The 1% increase from 2016 to 2017 was primarily due to an increase in
capital expenditures, partially offset by maturities of short term time deposits.

Capital Expenditures

The following table sets forth the Company’s capital expenditures for each of its business segments for the years
ended 31 December 2016, 2017 and 2018:

Year Ended 31 December

2016 2017 2018 2018
SAR SAR SAR US.$
(in millions)
Upstream(D) .. .. 68,205 82,508 96,768 25,805
Downstream . ...... ... 30,971 35,569 32,677 8,714
COTPOTALE .+ . oot ettt et e e e e e e e e e e e 4,170 3,878 2,321 619
Total . ... 103,346 121,955 131,766 35,138

(1) Includes exploration capital expenditures of SAR 9,264 million, SAR 7,735 million and SAR 9,034 million ($2,409 million) for the years
ended 31 December 2016, 2017 and 2018, respectively, and development capital expenditures of SAR 38,667 million,
SAR 38,643 million and SAR 38,944 million ($10,385 million) for the years ended 31 December 2016, 2017 and 2018, respectively.

The Company’s capital expenditures were SAR 131.8 billion ($35.1 billion) for the year ended 31 December
2018, SAR 122.0 billion for the year ended 31 December 2017 and SAR 103.3 billion for the year ended
31 December 2016. The 8% increase from 2017 to 2018 was primarily due to the expansion of the Haradh gas
facilities and the construction of the Fadhili gas plant to meet growing domestic demand for natural gas. The
18% increase from 2016 to 2017 was primarily due to ongoing capital projects at Jazan, upstream development
projects to increase crude oil production at Khurais in 2018 and Berri by the end of 2022 and the drilling of crude
oil development wells and natural gas development wells during 2017. The increase in other upstream capital
expenditures from the year ended 31 December 2016 to the year ended 31 December 2017 primarily relates to
the Fadhili gas plant to meet growing domestic demand for natural gas. The Company’s current capital
investment programme in the downstream segment includes committed capital expenditures related to the
ongoing construction of the Jazan integrated petrochemical refinery and completing the integrated refinery and
petrochemicals complex in Johor, Malaysia as part of the PRefChem joint ventures with Petronas. The
Company’s current capital investment programme in the upstream segment includes the capacity expansion of
the MGS to meet growing domestic demand for natural gas and the Company’s upstream exploratory and
development drilling campaigns. The Company’s committed capital expenditures as at 31 December 2018 was
SAR 90.0 billion, which it intends to fund primarily through cash generated from operating activities. See “Risk
Factors—Risk Factors Relating to the Company—The Company’s ability to achieve its strategic growth
objectives depends on the successful delivery of current and future projects”.

Cash Flow (Used in)/Provided by Financing Activities

Net cash flow used in financing activities amounted to SAR 220.6 billion ($58.8 billion) for the year ended
31 December 2018, as compared to net cash flow used in financing activities of SAR 181.8 billion for the year
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ended 31 December 2017 and to net cash flow provided by financing activities of SAR 2.0 billion for the year
ended 31 December 2016. The change in net cash flow used in financing activities from 2017 to 2018 was
primarily due to an increase of SAR 29.7 billion ($7.9 billion) in dividends and distributions made to the
Government. The change in net cash flow from 2016 to 2017 was primarily due to SAR 187.8 billion in
distributions made to the Government, including the settlement of an amount due from the Government of
SAR 56.6 billion in 2017. See Note 23(a) to the 2017 Financial Statements.

Dividends and Distributions

On 14 March 2019, the Company’s Board approved a dividend to the Government of SAR 123.8 billion
($33.0 billion). In 2018, the Company’s dividend payments to the Government totaled SAR 217.5 billion ($58.0
billion). In 2017, the Company’s dividend payments to the Government totaled SAR 187.8 billion. In 2016, the
Company’s dividend payments to the Government totaled SAR 11.3 billion.

Liquidity

The Company believes that its existing cash and cash equivalents balance, together with amounts available under
its borrowing arrangements and cash generated from operations, will be sufficient to meet its working capital
requirements for at least the next 12 months. The Company currently has access to a revolving credit facility and

its Sukuk Programme. Certain of the Company’s subsidiaries also have entered into and have access to credit
facilities, sukuk or other financing.

As at 31 December 2018, the Company had a total of SAR 95.6 billion of undrawn amounts from
SAR 175.4 billion in total borrowing financing arrangements. Cash that may be temporarily available as surplus
to the Company’s immediate needs is carefully managed based on counterparty quality and investment guidelines
to ensure it is secure and readily available to meet the Company’s cash requirements.

Revolving Credit Facilities

On 26 March 2015, the Issuer entered into revolving credit facilities with various financial institutions for up to
$10 billion in aggregate commitments, which includes both conventional and Shari’ah compliant Murabaha
facilities. The facilities provide for certain limits on the creation of liens on or other security interests in the
assets of the Issuer, and on the sale, lease or transfer, of its assets to third parties. The total amounts of the
five-year facilities are fully available through the end of the fifth year and, pursuant to the terms of the facility,
the Issuer has exercised two one-year extension options under both facilities extending the five-year facilities to
seven years. The facilities are available until one month before the maturity date of 26 March 2022. As at
31 December 2018, there was an unused balance of SAR 37.5 billion ($10 billion) on the Issuer’s revolving
credit facilities.

Sukuk Programme

On 10 April 2017, SAR 11.25 billion ($3 billion) Sukuk were issued under the Sukuk Programme. The Sukuk
mature on 10 April 2024 and, subject to early redemption, the principal is payable in full upon the final
redemption date. The Sukuk were issued by Saudi Aramco Sukuk Company, a Saudi joint stock company and an
indirect subsidiary of the Issuer that was incorporated to act as issuer under the Sukuk Programme.

Contractual Obligations

The following table sets forth the Company’s contractual obligations as at 31 December 2018:

Payments Due Per Period

Less than More than
1 year 1-3years 3-5years 5 years Total
SAR SAR SAR SAR SAR
(in millions)

Long-term borrowings and debentures®™ . ............. 6,946 13,826 15,105 41,163 77,040
Financeleases ............ ... 1,655 2,773 2,828 15,711 22,967
Operating leases® .. ...t 8,078 9,614 6,011 11,862 35,565
Purchase obligations ............. ... .. ... ... ..... 72,286 — — — 72,286
Decommissioning liabilities ........................ 95 1,028 895 11,689 13,707
Environmental liabilities . .......................... 70 437 342 — 849
Total . ... ... .. . .. . 89,130 27,678 25,181 80,425 222,414

(1) Maturities at contractual value of long-term borrowings and debentures, including interest payments due under such instruments.
(2) Approximate minimum payments for non-cancellable operating leases which are principally for hauling services that include tanker
charters, other marine equipment, bus services and other transportation equipment.
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The Company’s off-balance sheet arrangements primarily relate to commitments and contingencies under
guarantees issued by the Company in connection with financing arrangements at Sadara and Petro Rabigh.

In connection with Sadara, on 31 March 2013 the Company entered into a guarantee of 65% (the Company’s
ownership interest percentage in Sadara) of the senior debt amounts owed by Sadara to its credit providers. This
guarantee will terminate at the earliest to occur of: (i) the project completion date; (ii) payment in full by Sadara
of its senior debt amounts; (iii) the payment in full by the Company of its aggregate maximum liability (65% of
the senior debt amounts); or (iv) the written release of the Company from its obligations thereunder. As at
31 December 2018, the outstanding amount guaranteed by the Company was SAR 23.8 billion ($6.3 billion).

In connection with Petro Rabigh, in March 2019, the Company entered into a guarantee of 50% of the payment
obligations to the credit providers of Petro Rabigh under its SAR 19.4 billion financing arrangements related to
the Rabigh II Project. This guarantee will terminated upon the project completion date. As at 31 December 2018,
the full amount of financing was drawn.

As at 31 December 2018, the minimum lease payments for non-cancellable operating leases was
SAR 35.6 billion ($9.5 billion). See Note 24(b) to the 2018 Financial Statements included elsewhere in this Base
Prospectus.

Quantitative and Qualitative Disclosure About Market Risk
General

The Company is exposed to a number of market risks arising from its normal business activities. Such market
risks principally involve the possibility that changes in commodity prices, currency exchange rates or interest
rates will adversely affect the value of its financial assets and liabilities or future cash flows and earnings.

Commodity Price Risk

The Company manages commodity price risks by using commodity swaps as a means of managing price and
timing of risks arising from its trading in refined products, NGLs and petrochemicals. The Company operates
within policies and procedures designed to ensure that risks, including those related to the default of
counterparties, are managed within authorised limits.

Risk Management

The Company uses derivative financial instruments with limited complexity to manage certain risk exposures and
does not enter into financial instruments, including derivative financial instruments, for speculative purposes.

Foreign Currency Exchange Risk

Although the Company operates internationally, it has limited exposure to the risk of foreign currency exchange
rates as all significant transactions are based in the U.S. dollar, its functional currency, or hedged. The
Company’s limited foreign exchange risk is based on future commercial transactions or recognised assets or
liabilities denominated in a currency that is not its functional currency. In addition, a substantial portion of the
Company’s indebtedness and operating expenses are, and the Company expects them to continue to be,
denominated in or indexed to U.S. dollars.

Management actively monitors the fluctuations in foreign currency exchange rates, and the Company engages in
hedging activities through the use of currency forward contracts and designated time deposits to manage up to
85% of its foreign exchange exposure. The Company hedges significant transactions that are not based in its
functional currency.

Interest Rate Risk

The Company is exposed to interest rate risk from long-term borrowings which are issued at variable and fixed
rates. The Company’s income and operating cash flows are not subject to interest rate risks because they are
substantially independent of changes in the market as the Company’s interest-bearing assets consists primarily of
short-term time deposits and debt securities classified as fair value through other comprehensive income financial
assets.

Interest rate risk of borrowings issued at variable rates is offset by cash and cash equivalents and short-term
investments held at variable rates. The Company is exposed to fair value interest rate risk for borrowings issued
at fixed rates.
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Securities Price Risk

The Company is exposed to a limited amount of risk arising from investments in securities carried out at fair
value. The Company regularly reviews its positions in investment in securities considering current and expected
future economic trends.

Summary of Significant Accounting Policies

The Financial Statements were prepared in accordance with IFRS. Below is a summary of significant accounting
policies applied by the Company in preparing the Financial Statements:

Principles of Consolidation and Equity Accounting
Subsidiaries

The Financial Statements reflect the assets, liabilities and operations of the Company and its subsidiaries.
Subsidiaries are all entities over which the Company has control. The Company controls an entity when it is
exposed to, or has rights to, variable returns from its involvement with the entity and has the ability to affect
those returns through its power over the entity. Subsidiaries are consolidated from the date on which the
Company obtains control, and continue to be consolidated until the date that such control ceases.

Intercompany balances and transactions, including unrealised profits and losses arising from intragroup
transactions, have been eliminated. Where necessary, adjustments are made to the financial statements of
subsidiaries to align the accounting policies with those used by the Company.

The acquisition method of accounting is used to account for business combinations. The cost of the acquisition of
a subsidiary is measured as the fair value of the assets given and liabilities incurred or assumed at the date of the
acquisition. Identifiable assets acquired and liabilities and contingent liabilities assumed in a business
combination are measured initially at fair value at the date the assets and liabilities are exchanged, irrespective of
the extent of any non-controlling interests. The excess of the cost of acquisition over the fair value of the
acquired share of the identifiable net assets is recorded as goodwill. Non-controlling interests represent the equity
in subsidiaries that is not attributable, directly or indirectly, to the Company. Acquisition related costs are
expensed as incurred.

The Company recognises any non-controlling interest in an acquired entity on an acquisition-by-acquisition basis
either at fair value or at the non-controlling interest’s proportionate share of the acquired entity’s net identifiable
assets. Non-controlling interests in the results and equity of subsidiaries are shown separately in the consolidated
statements of income and comprehensive income, the consolidated statement of changes in equity and the
consolidated balance sheet, respectively.

If the business combination is achieved in stages, the acquisition date carrying value of the previously held equity
interest is re-measured to fair value at the next acquisition date with any gains or losses arising from such
re-measurement recognised in net income.

Joint Arrangements and Associates

Under IFRS 11 (Joint Arrangements), an arrangement in which two or more parties have joint control, is a joint
arrangement. Joint control is the contractually agreed sharing of control of an arrangement, which exists only
when decisions about the relevant activities require the unanimous consent of the parties sharing control.
Investments in joint arrangements are classified as either joint operations or joint ventures. The classification
depends on the contractual rights and obligations of each investor, rather than the legal structure of the joint
arrangement. The Company has both joint operations and joint ventures.

Joint Operations

Joint operations arise where the investors have rights to the assets and obligations for the liabilities of a joint
arrangement. In relation to its interests in joint operations, the Company recognises its:

e assets, including its share of any assets held jointly;
* liabilities, including its share of any liabilities incurred jointly;
* revenue from the sale of its share of the output arising from the joint operation; and

 expenses, including its share of any expenses incurred jointly.
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Joint Ventures

A joint venture is a type of joint arrangement whereby the parties that have joint control of the arrangement have
rights to the net assets of the joint arrangement. Investments in joint ventures are accounted for using the equity
method of accounting and are initially recognised at cost.

The Company’s share of results from its joint ventures is recognised within net income, while its share of post-
acquisition movements in other comprehensive income is recognised within other comprehensive income. The
cumulative effect of these changes is adjusted against the carrying amount of the Company’s investment in its
joint ventures, which is presented separately in the Company’s consolidated balance sheet. When the Company’s
share of losses in a joint venture equals or exceeds its interest in the joint venture, including any other unsecured
non-current receivables, the Company does not recognise further losses, unless it has incurred obligations or
made payments on behalf of the joint venture.

Gains and losses on transactions between the Company and joint ventures not realised through a sale to a third
party are eliminated to the extent of the Company’s interest in the joint ventures. Where necessary, adjustments
are made to the financial statements of joint ventures to align their accounting policies with those used by the
Company.

The Company’s investment in joint ventures includes, when applicable, goodwill identified on acquisition, net of
any accumulated impairment loss. Goodwill represents the excess of the cost of an acquisition over the fair value
of the Company’s share of the net identifiable assets of the acquired joint venture at the date of acquisition.
Dilution gains and losses arising from investments in joint ventures are recognised in net income.

Dividends received or receivable from joint ventures are recognised as a reduction in the carrying amount of the
investment.

Associates

Associates are entities over which the Company has significant influence. Significant influence is the power to
participate in financial and operating policy decisions but with no control or joint control over those policies and
is generally reflected by a shareholding of between 20% and 50% of the voting rights. Investments in associates
are accounted for using the equity method of accounting and are initially recognised at cost. The Company
applies the accounting policies for joint ventures detailed above to its associates.

Significant Accounting Judgments and Estimates

Judgments are applied in the determination of whether control, joint control or significant influence is present
with respect to investments in subsidiaries, joint arrangements or associates, respectively. For control, judgment
is applied when determining if an entity is controlled by voting rights, potential voting rights or other rights
granted through contractual arrangements and includes considering an entity’s purpose and design. For joint
control, judgment is applied when assessing whether the arrangement is jointly controlled by all of its parties or
by a group of the parties by taking decisions about relevant activities through unanimous consent of the parties
sharing control. For joint control, judgment is also applied as to whether the joint arrangement is classified as a
joint venture or joint operation taking into account specific facts and circumstances, such as the purpose and
design of the arrangement, including with respect to its output, its relationship to the parties and its source of
cash flows. For significant influence, judgment is applied in its determination by assessing factors such as
representation on the board of directors, participation in policy-making processes, material transactions with the
entity, interchange of managerial personnel and provision of essential technical information. See Notes 7, 32 and
33 to the 2018 Financial Statements.
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Intangible Assets

Intangible assets, other than exploration and evaluation costs, consist primarily of brands and trademarks,
franchise/customer relationships, computer software and patents and intellectual property. If acquired in a
business combination, these intangible assets are recognised at their fair value as at the date of acquisition and, if
acquired separately, these intangible assets are recognised at cost. All of these intangible assets are subsequently
amortised on a straight line basis over their estimated useful lives. The following table sets forth estimated useful
lives, in years, of the principal groups of these intangible assets:

Brands and trademarks . . .. ... 10to 15
Franchise / customer relationships . . .. ... ..o e 5to 10
ComPULET SOFtWATE . . . . oottt e e e e e e e e 3t05
Patents and intellectual Property ... ... .. ...ttt e 15

Amortisation is recorded in depreciation and amortisation in the Company’s consolidated statement of income.

Exploration and Evaluation

Exploration and evaluation costs are recorded under the successful efforts method. Under the successful efforts
method, geological and geophysical costs are recognised as an expense when incurred and exploration costs
associated with exploratory wells are initially capitalised on the Company’s consolidated balance sheet as an
intangible asset until the drilling of the well is complete and the results have been evaluated. If potential
commercial quantities of hydrocarbons are found, these costs continue to be capitalised, subject to further
appraisal activities that would determine the commercial viability and technical feasibility of the hydrocarbon
reserves. If potentially commercial quantities of hydrocarbons have not been found and no alternative use of the
well is determined, the previously capitalised costs are evaluated for derecognition or tested for impairment.

Exploratory wells remain capitalised while additional appraisal drilling on the potential oil and/or gas field is
performed or while optimum development plans are established. All such capitalised costs are not subject to
amortisation, but at each reporting date are subject to regular technical and management review to confirm the
continued intent to develop, or otherwise extract value from, the well. Where such intent no longer exists, the
costs are immediately written off to net income. Capitalised exploratory expenditures are not subject to
amortisation but at each reporting date are subject to review for impairment indicators.

When proved reserves of hydrocarbons are determined and there is a firm plan for development approved by
management, the relevant capitalised costs are transferred to property, plant and equipment.

Property, Plant and Equipment

Property, plant and equipment is stated on the Company’s consolidated balance sheet at cost less accumulated
depreciation and impairment losses, if any. Cost includes expenditures directly attributable to the construction
and/or acquisition of the asset. Land and construction-in-progress are not depreciated. When a
construction-in-progress asset is deemed ready for use as intended by management, depreciation commences.

Subsequent expenditures, including major renovations, are included in an asset’s carrying amount or recognised
as a separate asset only when it is probable that future economic benefits associated with the item will flow to the
Company and the cost of the item can be measured reliably. The carrying amount of the replaced item is
derecognised. All other repair and maintenance expenditures are expensed as incurred. The present value of the
expected cost for the decommissioning of an asset after its use is included in the cost of the respective asset if the
recognition criteria for a provision are met.

Where the life of expected hydrocarbon reserves substantially exceeds the economic or technical lives of the
underlying assets, the straight line method of depreciation is used on a field by field basis. This applies to the
majority of the Company’s fields. The unit of production method is used for fields where the expected reserve
life is approximately equal to or less than the estimated useful lives of the underlying assets. Depletion rates are
calculated on the basis of a group of wells or fields with similar characteristics based on proved developed
reserves. The estimation of expected reserve lives reflects management’s assessment of proved developed
reserves and the related depletion strategy on a field by field basis. Depreciation expense on all other assets is
calculated using the straight line method to allocate the cost less residual values over the estimated useful lives.
Depreciation expense is recorded in the Company’s consolidated statement of income.

Depreciation expense is calculated after determining an estimate of an asset’s expected useful life and the
expected residual value at the end of its useful life. The useful lives and residual values are determined by the
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Company’s management at the time the asset is initially recognised and reviewed annually for appropriateness or
when events or conditions occur that impact capitalised costs, hydrocarbon reserves or estimated useful lives.

The following table sets forth estimated useful lives, in years, of the principal groups of depreciable assets:

Crude oil facilities:

Pipelines and storage tanks . ... ... ... 12t0 23
Drilling and construction qUipment . . ... .. .. ...t tne et 5to25
Oil and @as PrOPEeIties . . . . ... v ettt et et et e e e 15 to 30
Marine QUIPMEIL . . ..o oottt et e e e e e e e e e e e e e 13 to 30
Refinery and petrochemical facilities . .. ........ .. ... ... .. ... . .. .. . . ... 51040
Gas & NGL facilities . .......... .. 2 to 30
General service plant:
Permanent buildings . . . . ... ..o 20 to 40
Roads and wWalkways ... ... ... 10 to 20
ATTCTAft . . o 8to 17
AUtos and trUCKS . . . . .o 3t020
Office furniture and eqUIPMENt . . ... ... ...t e 6to8
Computer EQUIPIMENT . . . .. vttt e e ettt e e e e e e e e e e e e e 3t05

Net gains and losses on disposals of depreciable assets are recognised in net income. Property, plant and
equipment held under a finance lease is depreciated over the life of the asset or the lease term, if shorter.

Impairment of Non-Financial Assets

The Company assesses, at each reporting date, whether there is an indication that a non-financial asset may be
impaired, except that goodwill is reviewed for impairment on an annual basis. If an indication exists, or when
annual impairment testing for an asset is required, the asset’s recoverable amount is estimated. An impairment
loss is recognised for the amount by which the asset’s carrying amount exceeds its recoverable amount. The
recoverable amount is the higher of an asset’s fair value less costs of disposal or value in use (“VIU”). The fair
value less costs of disposal calculation is based on either post-tax discounted cash flow models or available data
from binding arm’s length sales transactions for similar assets, or observable market prices less incremental costs
for disposing of the asset. The VIU calculation is based on a post-tax risk adjusted discounted cash flow model.
The use of post-tax discount rates in determining VIU does not result in a materially different determination of
the need for, or the amount of, impairment that would be required if pre-tax discount rates had been used.

Impairment losses are recognised as a component of net income. If, in a subsequent period, the amount of a
non-goodwill impairment loss decreases, a reversal of the previously recognised impairment loss is recognised in
net income.

Significant Accounting Judgments and Estimates

Impairment tests are undertaken on the basis of the smallest identifiable group of assets (cash generating unit), or
individual assets, for which there are largely independent cash inflows. The key assumptions used to determine
the different cash generating units involves significant judgment from management.

For the purposes of determining whether impairment of oil, gas and refining assets has occurred, and the extent
of any impairment or its reversal, the key assumptions management uses in estimating future cash flows for its
VIU calculations are forecasted future oil and gas prices, expected production volumes, future operating and
development costs, refining margins and changes to the discount rate used for the discounted cash flow model.
There is an inherent uncertainty over forecasted information and assumptions. Changes in these assumptions and
forecasts could impact the recoverable amounts of assets and any calculated impairment and reversals thereof.

Leases

Agreements under which the Company makes payments to third parties in return for the right to use an asset for a
period of time are accounted for as leases. Leases that transfer substantially all the risks and rewards of
ownership to the Company are recorded at commencement as finance leases. Such leases are capitalised on the
Company’s consolidated balance sheet at the lower of the fair value of the leased asset or the present value of the
minimum lease payments. The interest element of leases is recorded in net income using the effective interest
method over the term of the lease. Contingent rentals are recognised as an expense in the periods in which they
are incurred. All other leases are recorded as operating leases and the associated costs are recorded in net income
on a straight line basis over the period of the lease.
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Where the Company is the lessor in a finance lease, the present value of the lease payments is recognised as a
receivable. The interest element of the lease receivable is recognised in net income using the effective interest
method.

Financial Assets
Classification

Management determines the classification of its financial assets based on the business model for managing the
relevant financial assets and the contractual terms of the cash flows. The Company’s financial assets are
classified in the following measurement categories:

¢ those to be measured subsequently at fair value (either through other comprehensive income or through net
income), and

¢ those to be measured at amortised cost.

For financial assets measured at fair value, gains and losses will either be recorded in net income or other
comprehensive income. For investments in debt securities, this will depend on the business model in which the
investment is held. For investments in equity instruments that are not held for trading, this will depend on
whether the Company has made an irrevocable election at the time of initial recognition, due to the strategic
nature of these investments, to account for such equity investments at fair value through other comprehensive
income. The Company reclassifies debt securities when and only when its business model for managing those
assets changes. Certain revenue contracts provide for provisional pricing at the time of shipment with the final
pricing based on an average market price for a particular future period. Such trade receivables are measured at
fair value because the contractual cash flows are not solely payments of principal and interest. All other trade
receivables meet the criteria for amortised cost measurement under IFRS 9.

Recognition and derecognition

Regular purchases and sales of financial assets are recognised on the trade-date, which is the date on which the
Company commits to purchase or sell the asset. Financial assets are derecognised when the rights to receive cash
flows from the financial assets have expired or have been transferred and the Company has transferred
substantially all the risks and rewards of ownership.

Measurement

At initial recognition, the Company measures a financial asset at its fair value plus, in the case of a financial asset
not at fair value through profit or loss, transaction costs that are directly attributable to the acquisition of the
financial asset. Transaction costs of financial assets carried at fair value through profit or loss are expensed as a
component of net income.

Equity Investments:

The Company subsequently measures all equity investments at fair value. Where the Company has elected to
present fair value gains and losses on equity investments in other comprehensive income, there is no subsequent
reclassification of fair value gains and losses to net income following the derecognition of the investment.
Dividends from such investments continue to be recognised as a component of net income when the Company’s
right to receive payments is established.

Changes in the fair value of financial assets at fair value through profit or loss are recognised as a component of
net income.

Debt Securities:

Subsequent measurement of debt securities depends on the Company’s business model for managing the relevant
asset and the cash flow characteristics of such asset. Debt securities are classified into the following three
measurement categories:

(1) Amortised cost:

Assets that are held for collection of contractual cash flows where those cash flows represent solely payments of
principal and interest are measured at amortised cost using the effective interest method. A gain or loss on a debt
investment that is subsequently measured at amortised cost and is not part of a hedging relationship is recognised
as a component of net income when the asset is derecognised or impaired. Interest income from these financial
assets is included in finance income using the effective interest rate method.
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(2) Fair value through other comprehensive income (“FVOCI”):

Assets that are held for collection of contractual cash flows and for selling the financial assets, where the assets’
cash flows represent solely payments of principal and interest, are measured at FVOCI. Movements in the
carrying amount are taken through other comprehensive income, except for impairment gains or losses, interest
income and foreign exchange gains and losses which are recognised as a component of net income. When the
financial asset is derecognised, the cumulative gain or loss previously recognised in other comprehensive income
is reclassified from equity to net income. Interest income from these financial assets is included in finance
income using the effective interest rate method.

(3) Fair value through profit or loss (“FVPL”):

Assets that do not meet the criteria for amortised cost or FVOCI are measured at FVPL. A gain or loss on a debt
investment that is subsequently measured at FVPL and is not part of a hedging relationship is recognised as a
component of net income in the period in which it arises. Financial assets at FVPL are included in non-current
assets unless management intends to dispose of the asset within 12 months from the end of the reporting period,
in which case the asset is included in current assets.

Other Financial Assets:
Other financial assets are classified into the following categories:
(1) Amortised cost:

Assets that are held for collection of contractual cash flows where those cash flows represent solely payments of
principal and interest are measured at amortised cost. A gain or loss on a financial asset that is subsequently
measured at amortised cost and is not part of a hedging relationship is recognised as a component of net income
when the asset is derecognised or impaired. Interest income from these financial assets is included in finance
income using the effective interest rate.

Financial assets at amortised cost comprise of cash and cash equivalents, short-term investments, other assets and
receivables, due from the Government and trade receivables other than those subsequently measured at fair value
through profit or loss.

(2) Fair value through profit or loss:

Trade receivables related to contracts with provisional pricing arrangements are subsequently measured at FVPL.

Impairment

The Company assesses on a forward looking basis the expected credit losses associated with debt securities
carried at amortised cost and FVOCI. The impairment methodology applied depends on whether there has been a
significant increase in credit risk. For trade receivables, the Company applies the simplified approach permitted
by IFRS 9, which requires expected lifetime losses to be recognised from initial recognition of the receivables.

Derivative Instruments and Hedging Activities

The Company’s use of derivative instruments does not have a material effect on its financial position or results of
operations.

Derivative Instruments Classified as Held for Trading

The Company uses commodity swap derivative financial instruments to manage exposure to price fluctuations
which arise on purchase and sale transactions for physical deliveries of various refined products. The swaps are
initially recognised, and subsequently re-measured, at fair value and recorded as an asset when the fair value is
positive or liability when the fair value is negative, under trade receivables or trade and other payables in the
Company’s consolidated balance sheet, respectively.

The fair value of the swap is determined in accordance with the Company’s derivative valuation policy by
reference to the traded price of that instrument on the relevant exchange or over-the-counter markets as at the
consolidated balance sheet date. The gain or loss from the changes in the fair value of the swap from its value at
inception is recognised in net income.

Derivative Instruments Designated as Hedges

The Company uses interest rate swaps and currency forward contracts to manage its exposure to fluctuations in
interest rates and foreign exchange rates. These derivative financial instruments, designated as either fair value or
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cash flow hedges, are purchased from counterparties of high credit standing and are initially recognised, and
subsequently remeasured, at fair value.

At the inception of the hedging transaction, the Company documents the relationship between the hedging
instrument and the hedged item, as well as its risk management objectives and strategy for undertaking the hedge
transaction. An assessment is also documented of whether the derivative financial instrument used in a hedging
transaction is highly effective in offsetting changes in fair value or cash flows of the hedged item, both at the
inception of the hedge and on an ongoing basis.

The fair value of a derivative financial instrument used for hedging purposes is classified as a current asset or
liability when the remaining maturity of the derivative is less than 12 months; otherwise, it is classified as a
non-current asset or liability.

Fair Value Hedges:

A fair value hedge is a hedge of the fair value of a recognised asset or liability or firm commitment and
comprises currency forward contracts. The gain or loss from the changes in the fair value of the currency forward
contracts is recognised in net income, together with changes in the fair value of the hedged item.

Cash Flow Hedges:

A cash flow hedge is a hedge of a particular risk associated with an asset or liability or a highly probable forecast
transaction. Any gain or loss relating to the effective portion of changes in the fair value of interest rate swap
contracts is recognised in other comprehensive income, with the ineffective portion recognised immediately in
net income.

Gains and losses deferred through other comprehensive income are reclassified to net income at the time the
hedged item affects net income. However, when a hedged item is a forecast transaction resulting in the
recognition of a non-financial asset or non-financial liability, the gains and losses deferred through other
comprehensive income, if any, are included in the initial cost or other carrying amount of the asset or liability.

When a hedging instrument expires, any cumulative gain or loss deferred through other comprehensive income
will remain until the forecast transaction is recognised. When a forecast transaction is no longer expected to
occur, the cumulative gain or loss deferred through other comprehensive income is immediately reclassified to
net income.

Income Tax and Zakat

Income tax expense for the period comprises current and deferred tax expense. Income tax expense is recognised
in net income, except to the extent that it relates to items recognised in other comprehensive income. In this case,
the related income tax is also recognised in other comprehensive income.

Current income tax expense is calculated primarily on the basis of the Income Tax Law and its amendments. In
addition, income tax expense results from taxable income generated by foreign subsidiaries.

Deferred income tax is provided in full using the liability method at tax rates enacted or substantively enacted as
at the end of the reporting period and expected to apply when the related deferred income tax is realised or
settled, on temporary differences arising between the tax bases of assets and liabilities and their carrying amounts
in the consolidated financial statements. In estimating such tax consequences, consideration is given to expected
future events. Deferred income tax is not provided on initial recognition of an asset or liability in a transaction,
other than a business combination that, at the time of the transaction, does not affect either the accounting profit
or the taxable profit.

Deferred income tax assets are recognised where future recovery is probable. Deferred income tax assets and
liabilities are offset when there is a legally enforceable right to offset current income tax assets against current
income tax liabilities and when the deferred income taxes relate to the same fiscal authority. Deferred income tax
is not provided for taxes on possible future distributions of retained earnings of subsidiaries where the timing of
the distribution can be controlled and it is probable that the retained earnings will be substantially reinvested by
the entities.

Prior to 2017, certain domestic affiliates of the Company were subject to zakat on shareholdings held by
Saudi/GCC shareholders in accordance with the regulations of the GAZT and, as such, a provision for zakat was
recorded in the consolidated statement of income. Effective 1 January 2017, Kingdom resident companies with
shares held directly or indirectly by the Company became subject to the Kingdom’s Income Tax Law to the
extent of the Company’s ownership rather than zakat regulations.
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Significant Accounting Judgments and Estimates

The Company establishes provisions, based on reasonable estimates, for potential claims by the tax authorities of
the respective countries in which it operates. The amount of such provisions is based on various factors, such as
different interpretations of tax regulations by the taxable entity and the responsible tax authority and the outcome
of previous negotiations. This requires the application of judgment as to the ultimate outcome, which can change
over time depending on facts and circumstances. A change in estimate of the likelihood of a future outflow
and/or in the expected amount to be settled would be recognised in net income in the period in which the change
occurs. Deferred income tax assets are recognised only to the extent it is considered probable that those assets are
recoverable. This includes an assessment of when those assets are likely to reverse, and a judgment as to whether
or not there will be sufficient taxable income available to offset the assets when they do reverse. This requires
assumptions regarding future profitability. To the extent assumptions regarding future profitability change, there
can be an increase or decrease in the amounts recognised in respect of deferred income tax assets as well as in the
amounts recognised in net income in the period in which the change occurs.

Inventories

Inventories are stated at the lower of cost or estimated net realisable value. Cost comprises all expenses to bring
the inventory to its present location and condition and, for hydrocarbon inventories, is determined using the
first-in, first-out method. For materials and supplies inventories, cost is determined using the weighted average
method less an allowance for disposal of obsolete and/or surplus materials and supplies. Net realisable value is
the estimated selling price in the ordinary course of business, less applicable variable selling expenses.

Due from the Government

The Government compensates the Company through price equalisation and for the past due trade receivables of
specified Government and semi-Government customers to whom the Company supplies specified products and
services. See Note 2(w) to the 2018 Financial Statements.

Revenue on sales to these specified Government and semi-Government customers is recognised when the
Company has transferred the significant risks and rewards of ownership which occurs when product is physically
transferred. Once receivables from these customers are past due, these trade receivables are reclassified as a due
from the Government current receivable.

Implementing regulations issued by the Government on 28 December 2017 allow the Company to offset any
amounts due from the Government against payment of taxes, and in the event of insufficiency of tax balances,
offsetting may extend against any other amounts due and payable by the Company to the Government. Balance
due from the Government as at 31 December represents amounts to be settled through offset against tax
payments

Cash and Cash Equivalents

Cash and cash equivalents includes cash on hand and in banks, together with all highly liquid investments
purchased with original maturities of three months or less.

Financial Liabilities

Financial liabilities are classified as financial liabilities at FVPL or as financial liabilities measured at amortised

cost, as appropriate. Management determines the classification of its financial liabilities at initial recognition.

Financial Liabilities at FVPL

Derivative financial liabilities are categorised as held for trading unless they are designated as hedges. Derivative
financial liabilities held for trading are included in current liabilities under trade and other payables, with gains or
losses recognised in net income.

Financial Liabilities at Amortised Cost

Financial liabilities other than financial liabilities at FVPL are classified as financial liabilities measured at
amortised cost net of transaction costs. Such financial liabilities are initially recognised at fair value and
subsequently measured at amortised cost using the effective interest method. Discounting is omitted when the
effect is immaterial. Financial liabilities measured at amortised cost are included in current liabilities, except for
maturities greater than 12 months after the end of the reporting period, which are classified as non-current
liabilities.
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Financial liabilities at amortised cost include trade and other payables and borrowings. Financial liabilities are
disclosed separately from financial assets in the Company’s consolidated balance sheet unless there is a right to
offset.

Borrowing Costs

Any difference between borrowing proceeds and the redemption value is recognised as finance cost in the
consolidated statement of income over the term of the borrowing using the effective interest method.

Borrowing costs are expensed as incurred except for those costs directly attributable to the acquisition,
construction or production of a qualifying asset which are capitalised as part of the cost of that asset until the
asset is complete for its intended use or sale. Qualifying assets are assets that necessarily take a substantial period
of time to get ready for intended use or sale.

Post-Employment Benefit Plans
Pension Plans

Funded pension plans are non-contributory plans for the majority of employees and are generally funded by
payments by the Company to independent trusts or other separate entities. Assets held by the independent trusts
and other separate entities are held at their fair value. Valuations of both funded and unfunded plans are
performed annually by independent actuaries using the projected unit credit method. The valuations take into
account employees’ years of service, average or final pensionable remuneration and are discounted to their
present value using interest rates of high-quality corporate bonds that have terms to maturity approximating the
terms of the related defined benefit obligation.

The amount recognised in the Company’s consolidated balance sheet in respect of defined benefit pension plans
is the present value of the defined benefit obligation at the end of the reporting period less the fair value of plan
assets. The periodic pension cost included in operating costs in the Company’s consolidated statement of income
in respect of defined benefit pension plans primarily represents the increase in the actuarially assessed present
value of the obligation for pension benefits based on employee service during the year and the net interest on the
net defined benefit liability or asset. Net interest is calculated by multiplying the defined benefit liability and plan
assets by the discount rate applied to each plan at the beginning of each year, amended for changes to the defined
benefit liability and plan assets as a result of benefit payments or contributions.

Past service costs, representing plan amendments, are recognised immediately as pension costs in the
consolidated balance sheet, regardless of the remaining vesting period.

Re-measurements representing actuarial gains and losses, arising from experience adjustments and changes in
actuarial assumptions, and the actual returns on plan assets excluding interest on plan assets, are credited or
charged to equity, net of tax, through other comprehensive income.

For defined contribution plans where benefits depend solely on the amount contributed to or due to the
employee’s account and the returns earned from the investment of those contributions, plan cost is the amount
contributed by or due from the Company and is recognised as an expense in the consolidated statement of
income.

Other Post-Employment Benefits

The Company provides certain post-employment healthcare, life insurance and other benefits to retirees and
certain former employees. The entitlement is usually based on the employee remaining in service up to
retirement age and the completion of a minimum service period. To the extent these plans are not fully funded, a
liability is recognised in the consolidated balance sheet. Valuations of benefits are performed by independent
actuaries.

Such plans follow the same accounting methodology as used for defined benefit pension plans.

Significant Accounting Judgments and Estimates

The cost of defined benefit pension plans and post-employment medical benefits is determined using actuarial
valuations. The actuarial valuation involves making assumptions, which are reviewed annually. Key assumptions
include discount rates, future salary increases, future healthcare costs, mortality rates and future pension
increases. Due to the complexity of the valuation, the underlying assumptions and the long term nature of these
plans, such estimates are subject to significant uncertainty. Information about amounts reported in respect of
defined benefit plans, assumptions applicable to the plans and their sensitivity to changes are presented in Note
18 to the 2018 Financial Statements included elsewhere in this Base Prospectus.
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Provisions and Contingencies

Provisions are liabilities where the timing or amount of future expenditures is uncertain. Provisions are
recognised when the Company has a present legal or constructive obligation as a result of past events, it is
probable that an outflow of economic resources will be required to settle the obligation and the amount can be
reliably estimated.

Provisions are recorded at the best estimate of the present value of the expenditure required to settle the
obligation as at the end of the reporting period. Amounts are discounted, unless the effect of discounting is
immaterial, using an appropriate discount rate that reflects the current market assessments of the time value of
money and the risks specific to the obligation. The increase in the provision due to the passage of time is
recognised as interest expense within finance costs in the consolidated statement of income.

The Company records a provision and a corresponding asset for decommissioning activities in upstream
operations for well plugging and abandonment activities. The obligation for a well is recognised when it is
drilled. Decommissioning provisions associated with downstream facilities are generally not recognised, as the
potential obligations cannot be measured given their indeterminate settlement dates. The liability for
decommissioning obligations will be recognised in the period when sufficient information becomes available to
estimate a range of potential settlement dates. Decommissioning costs are provided for at the present value of
expected costs to settle the obligation using estimated cash flows. The value of the obligation is added to the
carrying amount of the related asset and amortised over the useful life of the asset. The increase in the provision
due to the passage of time is recognised as finance costs in the consolidated statement of income. Changes in
future cash flow estimates resulting from revisions to the estimated timing or amount of undiscounted cash flows
are recognised as a change in the provision and related asset.

A contingent liability is disclosed where the existence of an obligation will only be confirmed by future events or
where the amount of the obligation cannot be measured with reasonable reliability. Contingent assets are not
recognised, but are disclosed where the inflow of economic benefits is probable. Most of the Company’s
plugging and abandonment activities are many years into the future with technology and costs constantly
changing. Estimates of the amounts of a provision are recognised based on current legal and constructive
requirements and costs associated to abandon using existing technologies. Actual costs are uncertain and
estimates can vary as a result of changes in the scope of the project and/or relevant laws and regulation. The
estimated timing of decommissioning may change due to certain factors, such as reserve life, a decision to
terminate operations or changes in legislation. Changes to estimates related to future expected costs, discount
rates and timing may have a material impact on the amounts presented. As a result, significant judgment is
applied in the initial recognition and subsequent adjustment of the provision and the capitalised cost associated
with decommissioning, plugging and abandonment obligations. Any subsequent adjustments to the provision are
made prospectively. Detail on the particular assumptions applied when making certain non-current provisions is
included in Note 19 to the 2018 Financial Statements included elsewhere in this Base Prospectus.

Foreign Currency Translation
The U.S. Dollar is the functional currency of the Company and substantially all of its subsidiaries.

Foreign currency transactions are translated into the functional currency using the exchange rates prevailing at
the dates of the transactions. Any foreign currency monetary assets or liabilities are translated as at each
reporting date using the prevailing reporting date exchange rate. Foreign exchange gains and losses resulting
from the settlement of such transactions and from the translation of monetary assets and liabilities denominated
in foreign currencies are recognised as a component of net income. Non-monetary assets and liabilities, other
than those measured at fair value, are translated using the exchange rate as at the date of the transactions.

The Company has determined that the U.S. Dollar is the functional currency as a substantial amount of its
products are traded in U.S. Dollars in international markets. However, a substantial amount of costs of the
Company are denominated in Saudi Riyals which has been exchanged at a fixed rate to the U.S. Dollar since
1986. A change in the fixed exchange rate could impact the recorded revenue, expenses, assets and liabilities of
the Company.

Presentation Currency

The Financial Statements are presented in Saudi Riyal. The financial position and results of operations of the
Company, subsidiaries, joint arrangements and associates that have a functional currency which is different from
the presentation currency are translated at reporting date exchange rates and the average exchange rates that
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approximate the cumulative effect of rates prevailing at the transaction dates, respectively. All resulting exchange
differences are recognised through other comprehensive income.

On disposal of a foreign operation, the component of other comprehensive income relating to the particular
foreign operation is recognised in net income.

Any goodwill arising on the acquisition of a foreign operation and any fair value adjustments to the carrying
amounts of assets and liabilities arising from the acquisition are treated as assets and liabilities of the foreign
operation and translated at the spot rate of exchange as at the reporting date.

Translations from SAR to USD presented as supplementary information in the 2018 Financial Statements are for
convenience and were calculated at the rate of USD 1.00 = SAR 3.75 representing the exchange rate at the
relevant balance sheet dates.

Revenue Recognition and Sales Prices

Revenue from sales of crude oil and related products is recognised upon the satisfaction of performance
obligations, which occurs when control transfers to the customer. Control of the products is determined to be
transferred to the customer when the title of crude oil and related products passes to the customer, which
typically takes place when product is physically transferred into a vessel, pipe or other delivery mechanism.

Revenue contracts for crude oil and certain related products provide for provisional pricing at the time of
shipment, with final pricing based on the average market price for a particular future period. Revenue on these
contracts is recorded based on the estimate of the final price at the time control is transferred to the customer.
Any difference between the estimate and final price is recorded as a change in fair value of the related receivable,
as part of revenue, in the consolidated statement of income. Where applicable the transaction price is allocated to
the individual performance obligations of a contract based on their relative stand-alone selling prices.

Other income related to sales

The Government compensates the Company through price equalisation for revenue directly foregone as a result
of the Company’s compliance with local regulations governing domestic sales and distribution of certain liquid
products. This compensation reflected in these consolidated financial statements, described as other income
related to sales in the year ended 31 December 2017, is calculated by the Company as the difference between the
product’s equalisation price and the corresponding domestic regulated price, net of Government fees, in
accordance with the implementing regulations issued by the Government on 28 December 2017 which were
effective from 1 January 2017.

This compensation is recorded as other income related to sales, that is taxable, when the Company has
transferred to the buyer the significant risks and rewards of ownership which occurs when product is physically
transferred. The compensation due from the Government is characterised as a due from the Government current
receivable and is recognised initially at fair value and subsequently measured at amortised cost using the
effective interest rate method less impairment losses, if any. See Note 2(n) to the 2018 Financial Statements.

The implementing regulations allow the Company to offset any amounts due from the Government against
payment of taxes, and in the event of insufficiency of tax balances, offsetting may extend against any other
amounts due and payable by the Company to the Government.

Production Royalties and Excise and Other Taxes

Royalties to the Government are calculated based on a progressive scheme applied to crude oil and condensate
production. An effective royalty rate is applied to production based on the Company’s official selling prices. The
effective royalty rate is determined based on a baseline marginal rate of 20% applied to Brent prices up to $70
per barrel, increasing to 40% applied to Brent prices above $70 per barrel and 50% applied to Brent prices above
$100 per barrel. All such royalties are accounted for as an expense in the consolidated statement of income and
are deductible costs for Government income tax calculations.

Research and Development

Development costs that are expected to generate probable future economic benefits are capitalised as intangible
assets and amortised over their estimated useful life. All other research and development costs are recognised in
net income as incurred.
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New or Amended Accounting Standards

The Company adopted for the first time the following IASB pronouncements that are endorsed in the Kingdom
which, are effective for annual reporting periods beginning on or after 1 January 2018:

¢ JFRS 9, Financial Instruments; and
¢ IFRS 15, Revenue from Contracts with Customers.

IFRS 9 supersedes IAS 39, Financial Instruments: Recognition and Measurement. IFRS 9 covers classification
and measurement of financial assets and financial liabilities, impairment methodology and hedge accounting.

IFRS 15 establishes a five-step model to account for revenue arising from contracts with customers. Under IFRS
15, revenue is recognised at an amount that reflects the consideration to which an entity expects to be entitled in
exchange for transferring goods or services to a customer. IFRS 15 supersedes IAS 18, Revenue.

The accounting policies in respect of the application of IFRS 9 and IFRS 15 to the Company are set out in Note
2(c) to the 2018 Financial Statements included elsewhere in this Base Prospectus.

There are no other standards, amendments or interpretations that are not yet effective that are expected to have a
material impact on the Financial Statements. The following IASB pronouncement that is endorsed in the
Kingdom will become effective for future financial reporting periods, and have not been adopted early by the
Company.

IFRS 16—Leases

IFRS 16—Leases, which was released by the IASB in January 2016, provides a new model for lease accounting
in which all leases, other than short-term and small value leases, will be accounted for by the lessee by the
recognition on the consolidated balance sheet of a right-to-use asset and a lease liability, and the subsequent
amortisation of the right-to-use asset over the lease term. IFRS 16 will supersede IAS 17, Leases, IFRIC 4,
Determining whether an Arrangement Contains a Lease, SIC 15, Operating Leases—Incentives and SIC—27,
Evaluating the Substance of Transactions Involving the Legal Form of a Lease. The Company will apply
IFRS 16 from its mandatory adoption date of 1 January 2019.

As at 31 December 2018, the Company has non-cancellable operating lease commitments of
SAR 35,565 million. Of these commitments, approximately SAR 1,894 million relate to short-term leases and
SAR 134 million to low value leases and other items which will be recognised on a straight-line basis as expense
in the consolidated statement of income. For the remaining lease commitments, the Company expects to
recognise right-of-use assets and lease liabilities of approximately SAR 27,389 million (after adjustments for
prepayments and accrued lease payments recognised as at 31 December 2018) in its consolidated balance sheet at
1 January 2019. There will be no significant impact on the net assets as at 1 January 2019 is expected and net
current assets will be SAR 5,992 million lower due to the presentation of a portion of the liability as a current
liability.

The Company’s activities as a lessor are not material and the Company does not expect any significant impact on
its consolidated financial statements in connection with IFRS 16. The Company will apply the simplified
transition approach and will not restate comparative amounts for the year prior to first adoption.
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INDUSTRY OVERVIEW

Unless otherwise stated, the data in this section is derived from the information prepared by the Industry
Consultant for the Company. See “Presentation of Financial, Reserves and Certain Other Information—Industry
and Other Information”. The forecast data is drawn from the Industry Consultant’s base case scenario which
represents a continuation of industry drivers, trends and known policies as at the date of this Base Prospectus.
The Industry Consultant has developed alternative scenarios which forecast future supply and demand growth
trajectories which may be higher or lower than those provided herein.

Overview

¢ Global demand for crude oil is expected to continue growing, with global GDP growth being a key
driver. Real global GDP is expected to grow at a CAGR of 3.0% from 2017 to 2030, after growing at a
CAGR of 3.2% from 2009 to 2017. Future growth is expected to be led primarily by non-OECD Asia
Pacific, with an anticipated real GDP growth at a CAGR of 5.5% from 2017 to 2030. Global crude oil
demand is expected to grow at a CAGR of 0.5% from 2017 to 2030. Growth in demand from non-OECD
Asia Pacific and other developing countries is expected to help mitigate any reduction in demand for crude
oil caused by the increasing availability of alternative energy sources, greater energy efficiency and the
emergence of new technologies in energy consumer markets, such as electric vehicles.

* Global liquids market reached equilibrium in 2017 after a period of oversupply. Following a period of
oversupply, liquids supply and demand reached equilibrium in 2017 as demand in 2016 grew at a faster rate
than supply.

¢ Global demand for refined products and chemicals, including ethylene, is expected to grow. Global
demand for refined products is expected to increase at a CAGR of 0.8% from 2017 to 2030, driven by an
increase in demand in Africa, the Middle East and Asia Pacific. Between 2017 and 2030, global demand for
ethylene is expected to grow at a CAGR of 3.6%, primarily due to an anticipated growth in demand from
China and Southeast Asia.

¢ In-Kingdom demand for natural gas is expected to grow significantly. The Kingdom’s demand for
natural gas is expected to grow at a CAGR of 3.7% from 2017 to 2030, primarily due to an increase in
demand from the power generation and the refining and industrial sectors.

Global GDP as a Primary Driver of Oil Demand
GDP

Real global GDP is a key driver of oil demand. From 2009 to 2017, real global GDP grew at a CAGR of 3.2%,
and is expected to grow at a CAGR of 3.0% from 2017 to 2030.

In recent years, non-OECD countries have been the main drivers of real global GDP growth. From 2009 to 2017,
the real GDP of non-OECD countries increased at a CAGR of 5.2%, while the real GDP of OECD countries
increased at a CAGR of 2.0%. Non-OECD Asia Pacific accounted for a large portion of the growth within
non-OECD countries, with a CAGR of 7.1% from 2009 to 2017.

The real GDP of non-OECD countries, generally, and in Asia Pacific, specifically, is forecasted to grow at a
CAGR of 4.6% and 5.5%, respectively, from 2017 to 2030, while the real GDP of OECD countries is expected to
grow at a CAGR of 1.8% during that period. The anticipated growth in non-OECD Asia Pacific is primarily due
to population growth, increasing per capita wealth (real GDP per capita in non-OECD Asia Pacific is expected to
grow at a CAGR of 4.7% from 2017 to 2030), a rising number of middle-class consumers and increased
urbanisation (the population living in urban areas is projected to grow from 46% in 2018 to 53% in 2030).
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The following chart shows real GDP annual growth rates in OECD and non-OECD countries from 2009 to 2018
and expected annual growth rates from 2019 through 2030.
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Over time, global crude oil demand growth generally tracks global GDP growth trends. However, in recent years
global GDP has grown at a higher rate than global crude oil demand due to several factors, including an
increasing use of alternative energy sources, more efficient use of oil and the electrification of vehicles. Global
crude oil demand increased at a CAGR of 0.9% between 2000 and 2017 and is expected to grow at a CAGR of
0.5% from 2017 to 2030. The following chart illustrates global annual crude oil demand and growth rates from
2000 to 2017 and expected annual crude oil demand and growth rates from 2018 through 2030.
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Demand for oil is influenced by its use for energy. Oil is the world’s leading energy source, accounting for
32.1% of the global energy demand in 2017. Through 2030, oil is expected to remain the primary energy source
despite anticipated increases in energy efficiency, increased use of natural gas and renewable energy sources,
such as solar and wind power, and the introduction of new technologies, such as electric vehicles. In 2030, oil is
expected to account for approximately 30.9% of total energy consumption. The following chart sets forth the
sources of energy from 1990 to 2017 and expected global sources of energy from 2018 through 2030.
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Liquids Supply-Demand Balance

Liquids balance is as an indicator of how the global oil market is performing in terms of supply-demand
dynamics. The global supply of liquids products relies on feedstock supply from hydrocarbons, including crude
oil, condensate, and NGLs. Conversely, the demand for liquids products, which include refined products, blended
biofuels, synthetic fuels, liquid petroleum gases and ethane, differs by region. In non-OECD countries, generally,
and in non-OECD Asia Pacific specifically, liquids demand increased at a CAGR of 3.4% and 4.5%,
respectively, from 2009 to 2017, while liquids demand in OECD countries increased at an average rate of 0.4%.
From 2017 to 2030, liquids demand in non-OECD countries, generally, and in non-OECD Asia Pacific
specifically, is anticipated to grow at a CAGR of 1.8% and 2.2%, respectively. In contrast, liquids demand in
OECD countries is expected to remain constant, as a result of increased fuel efficiency and the maturity of OECD
markets, which have sizeable, yet stable, demand.

Any movement in supply and/or demand for liquids products affcts the liquids balance and, correspondingly,
crude oil prices and production decisions. The most significant recent imbalance was excess supply in liquids in
the period between 2014 and 2016, which exerted downward pressure on oil prices. The following chart shows
the liquids supply-demand dynamic from 2000 to 2018.
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Liquids supply and demand growth rates both began to slow in 2016, with supply growth slowing to a greater
degree than demand growth. The annual supply growth rates fell from 2.6% to 0.4% between 2015 and 2016,
while the annual demand growth rates fell from 2.2% to 1.5% between 2015 and 2016. The slowdown in supply
growth was a result of the market reaction to excess inventory and the corresponding steep fall in prices starting
in 2014. In 2017, liquids markets reached equilibrium and oil prices began to rise as a result. The following chart
sets forth the relationship between global liquids balance and Brent crude oil price.
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Additionally, with the reduction in oil prices from 2014 to 2016, producers began to reduce crude oil exploration
and production capital expenditures. Consequently, global annual crude oil exploration and production capital
expenditures fell from $697 billion in 2014 to $408 billion in 2018. The following chart sets forth post-tax
breakeven costs for new oil projects at a 10% rate of return by country through 2030.
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(*) Average is not a weighted or arithmetic average but a selection of what a typical new oil project in that country would cost in today’s
market. New oil projects selected by country from 2018-onwards.

(**)  The breakeven price for producing fields in Saudi Arabia is forward-looking and hence excludes all exploration and development
costs. The break-even price for Saudi Arabia (for the three categories—producing fields, onshore and offshore) is calculated assuming
an income tax rate of 50%. The analysis is carried out for typical new projects starting in 2018.

(***) The break-even for US Onshore excludes land acquisition cost.

Global exploration and production capital expenditures experienced a drop between 2014 and 2016, reaching a
low in 2016. North America experienced the most significant drop in capital expenditures between 2014 and
2016. Since 2016, global capital expenditures have been increasing steadily, with U.S. onshore unconventional
resources experiencing the most significant increase. Despite volatility in global capital expenditures since 2014,
expenditures in the Middle East and the Kingdom have remained relatively unaffected. In the next three to five
years, unless a significant drop in crude oil prices occurs, global upstream capital expenditures are expected to
continue increasing at a modest pace.
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Growth in Global Demand for Refined Products and Chemicals

Between 2010 and 2017, refined product demand increased globally at a CAGR of 1.3%, mainly driven by
growth in Africa, the Middle East and Asia Pacific, which saw refined product demand increase at CAGRs of
2.7%, 1.5% and 2.7%, respectively, between 2010 and 2017.

Global demand for refined products is expected to increase at a CAGR of 0.8% from 2017 to 2030 driven by
continuing demand from Africa, the Middle East and Asia Pacific, which are expected to grow at CAGRs of 2.3%,
1.8% and 1.4%, respectively. Over that period, Asia Pacific’s share of global demand for refined products is expected
to increase from 36% to 39%. Demand for refined products in North America from 2017 to 2030 is expected to
decrease at a CAGR of 0.5%, and is expected to remain flat in Europe. The following chart illustrates refined product
demand by region from 2010 to 2017 and expected refined product demand by region from 2018 to 2030.
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The regional changes in refined product demand have led to a geographical shift in refining operations, with new,
large and increasingly complex refineries opening in Asia Pacific and Middle East and aging refineries closing in
OECD countries, particularly in Europe, as they become uneconomical and inefficient to operate. These new,
larger and increasingly complex refineries have superior crude diet flexibility and greater efficiency. The
following chart depicts net cumulative refinery capacity additions and (closures) between 2009 and 2018, with
net cumulative refinery additions in the Middle East and Asia and net cumulative refinery closures in North
America, Africa, Latin America, the Commonwealth of Independent States (“CIS”) and Europe.
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In addition, refinery product yields are shifting to high quality fuels, such as gasoline, jet fuel and certain types of
diesel, and the upgrading of fuel oil to higher value products. This shift is driven by regulatory requirements and
a global tightening of emissions standards. Fuel economy and GHG emissions policies also have a significant
impact on fuel consumption and, as a result, stricter regulations on fuels and increased sales of electric vehicles
will impact refined products demand.

Demand for chemicals is expected to increase at a greater rate than the increase in demand for crude oil and
refined products. Domestic demand for ethylene, a key base product for chemicals, grew at a CAGR of 3.3%
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globally from 2010 to 2018 and is forecasted to grow at a CAGR of 3.6% from 2017 to 2030. The projected growth in
domestic demand for ethylene is expected to be mainly driven by an increase in demand from China and North America
at a CAGR of 5.3% and 3.9%, respectively, from 2017 to 2030. The following chart sets forth the global domestic
demand for ethylene by region from 2010 to 2018 and expected domestic demand for ethylene from 2019 to 2030.
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Increasingly, new chemical production projects are expected to be more efficient and sustainable by integrating
with existing refineries and expanding the proportion of higher value derivatives, such as fine chemicals and
specialities, to base chemicals or commodities.

In-Kingdom Natural Gas Demand

The Kingdom was the seventh largest natural gas market globally in 2018. From 2017 to 2030, in-Kingdom
natural gas demand is expected to grow at a CAGR of 3.7%, which is expected to outpace growth of global
demand for gas, which is expected to grow at a CAGR of 1.8% during the same period. The Kingdom’s domestic
use of natural gas has historically been constrained by available supply. However, over the past decade,
development of non-associated natural gas resources in the Kingdom has significantly increased domestic natural
gas production capacity. For a discussion on the expansion of the MGS, see “Business—Operating Segments—
Upstream—Gas and NGLs”.

Future in-Kingdom demand for natural gas is expected to be driven primarily by expected growth in demand for
power generation and the refining and industrial sectors, including chemical feedstocks. The following chart sets
forth the Kingdom’s natural gas demand by sector from 2010 to 2017 and expected natural gas demand by sector
from 2018 to 2030.
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As additional natural gas is produced in the Kingdom, the Kingdom is expected to rely more on natural gas for
power generation, which in turn is expected to be the primary driver of gas demand in the Kingdom through
2030. The following chart shows power capacity growth by fuel (including natural gas) used in the Kingdom
from 2010 to 2017 and expected power capacity growth by fuel (including natural gas) used in the Kingdom
from 2018 to 2030.
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Natural gas-fuelled power capacity is expected to grow at a CAGR of 3.0% from 2017 to 2030, and natural
gas-fuelled power generation at a CAGR of 3.4% for the same period. In 2030, power generation using natural
gas as feedstock is expected to constitute approximately 68.3% of the country’s electricity generation output, up
from 60.5% in 2017, while oil’s share is expected to decline from 39.4% to 23.3%.

Although most of the additional natural gas supply is expected to be used to meet new power demand, some
natural gas volumes will displace existing oil-based power generation. Overall, these steps are expected to lead to
a reallocation of the use of crude oil from a feedstock for power generation to being available for export.

The refining and industrial sectors are expected to be secondary drivers of natural gas demand in the Kingdom
through 2030 with demand expected to grow at a CAGR of 10.2% and 5.3%, respectively, from 2017 to 2030. As
the Kingdom’s economy continues to grow, the refining and industrial sectors are also expected to expand. As a
result, these sectors are expected to increase their natural gas demand.
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BUSINESS

Overview

The Company is the world’s largest integrated oil and gas company. In 2018, the Company produced
13.6 million barrels per day of oil equivalent, including 10.3 million barrels per day of crude oil (including
blended condensate). The Company’s crude oil production accounted for approximately one in every eight
barrels of crude oil produced globally from 2016 to 2018. As at 31 December 2017, the Company’s proved
liquids reserves were more than five times the combined proved liquids reserves of the Five Major I0Cs. In
addition, the Company’s net refining capacity as at 31 December 2017 made it the fourth largest integrated
refiner in the world based on a comparison with third party refining capacity data provided by the Industry
Consultant. As at 31 December 2018, the Company had a gross refining capacity of 4.9 million barrels per day
and net refining capacity of 3.1 million barrels per day. The Company expects the Jazan integrated petrochemical
refinery and the PRefChem integrated refinery and petrochemicals complex to commence operations by the end
of 2019, which will increase the Company’s gross refining capacity to 5.6 million barrels per day and net refining
capacity to 3.7 million barrels per day. The Company is focussed on maintaining its pre-eminent upstream
position and continued strategic integration of its downstream operations to secure demand for its crude oil and
to capture value across the hydrocarbon chain.

The Company’s heritage dates back to 1933 as an upstream venture founded by predecessors to Chevron and
ExxonMobil, two of today’s Five Major IOCs. The Company’s upstream operations are based in the Kingdom
and it also operates a global downstream business. Its primary business segments are the upstream segment and
the downstream segment, which are supported by the corporate segment.

For the year ended 31 December 2018, the Company generated SAR 453.7 billion ($121.0 billion) in net cash
provided by operating activities and SAR 321.9 billion ($85.8 billion) of Free Cash Flow. The Company operates
within a conservative financial framework, with a net cash position as at 31 December 2018, which led to a
Gearing ratio of (8.6)% as at 31 December 2018. Free Cash Flow and Gearing are non-IFRS measures. For a
definition of Free Cash Flow and Gearing and a reconciliation to the nearest financial measures calculated in
accordance with IFRS, see “Alternative Performance Measures—Free Cash Flow” and “Alternative Performance
Measures—Gearing”.

Upstream

The Company is the world’s leading producer of crude oil and condensate. In 2018, the Company produced
13.6 million barrels per day of oil equivalent, including 10.3 million barrels per day of crude oil (including
blended condensate), an additional 0.2 million barrels per day of unblended condensate, 1.1 million barrels per
day of NGLs, 8.9 billion standard cubic feet per day of natural gas and 1.0 billion standard cubic feet per day of
ethane. The Company manages the Kingdom’s unique reserves and resources base to optimise production and
maximise long term value pursuant to the Hydrocarbons Law, which mandates that the Company’s hydrocarbon
operations promote long-term productivity of the Kingdom’s reservoirs and support the prudent stewardship of
its hydrocarbon resources.

As at 31 December 2018, the Kingdom’s reserves in the fields the Company operates consisted of 336.2 billion
barrels of oil equivalent, including 261.5 billion barrels of crude oil and condensate, 36.1 billion barrels of NGLs
and 233.8 trillion standard cubic feet of natural gas.

Under the Original Concession, which was in effect until 24 December 2017, the Company’s rights with respect
to hydrocarbons in the Kingdom were not limited to a particular term. Effective 24 December 2017, the
Concession grants the Company the exclusive right to explore, develop and produce the Kingdom’s hydrocarbon
resources, except in the Excluded Areas, for an initial period of 40 years, which will be extended by the
Government for 20 years provided the Company satisfies certain conditions commensurate with current
operating practices. In addition, the Concession may be extended for an additional 40 years beyond the prior
60 year period subject to the Company and the Government agreeing on the terms of the extension. See
“Business—Relationship with the Kingdom—The Concession”. The Concession also requires the Company to
meet domestic demand for certain hydrocarbons, petroleum products and LPG through domestic production or
1mports.

Based on the initial 40 year period and 20 year extension of the Concession, as at 31 December 2018 the
Company’s reserves were 256.9 billion barrels of oil equivalent (sufficient for proved reserves life of 52 years),
consisting of 201.4 billion barrels of crude oil and condensate, 25.4 billion barrels of NGLs and 185.7 trillion
standard cubic feet of natural gas. As at 31 December 2018, the Company’s portfolio included 498 reservoirs
within 136 fields distributed throughout the Kingdom and its territorial waters. As at 31 December 2017, the
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Company’s reserves were 260.2 billion barrels of oil equivalent (sufficient for proved reserves life of 54 years)
which was significantly longer than the 9 to 15 year proved reserves life of any of the Five Major IOCs based on
publicly available information, consisting of 204.8 billion barrels of crude oil and condensate, 26.0 billion barrels
of NGLs and 181.0 trillion standard cubic feet of natural gas.

Based on a comparison of production cost data of the Five Major IOCs and other leading oil and gas companies,
the Company is uniquely positioned as the lowest cost producer globally as at 31 December 2017. The
Company’s average upstream lifting cost was SAR 10.6 ($2.8) per barrel of oil equivalent produced in 2018,
following the Industry Consultant’s methodology. In addition, the Company’s upstream capital expenditures for
the year ended 31 December 2018 averaged SAR 17.7 ($4.7) per barrel of oil equivalent produced, also
following the Industry Consultant’s methodology. The Company’s low cost position is due to the unique nature
of the Kingdom’s geological formations, favourable onshore and shallow water offshore environments in which
the Company’s reservoirs are located, synergies available from the Company’s use of its large infrastructure and
logistics networks, its low depletion rate operational model and its scaled application of technology. Given the
quality of most of the Company’s reservoirs and its operational model, it is possible to achieve high recovery
factors while maintaining relatively low water cut levels for long periods of time.

The Company maintains MSC in accordance with the requirements of the Hydrocarbons Law. MSC refers to the
average maximum number of barrels per day of crude oil that can be produced for one year during any future
planning period, after taking into account all planned capital expenditures and maintenance, repair and operating
costs, and after being given three months to make operational adjustments. As at 31 December 2018, the
Company’s MSC was 12.0 million barrels of crude oil per day. The spare capacity afforded by maintaining MSC
enables the Company to increase its crude oil production above planned levels rapidly in response to changes in
global crude oil supply and demand. The Company also uses this spare capacity as an alternative supply option in
case of unplanned production outages at any field and to maintain its production levels during routine field
maintenance. The Company generated revenues by utilising the spare capacity provided by MSC of SAR 133.0
billion ($35.5 billion) from 2013 to 2018.

The Company’s gas portfolio is rich in liquids, demonstrated by the production of 0.2 million barrels per day of
unblended condensate and 1.1 million barrels per day of NGLs in 2018. The Company is the exclusive supplier
of natural gas in the Kingdom, the seventh largest natural gas market in the world according to the Industry
Consultant, and supplied 8.9 billion standard cubic feet per day of natural gas and 1.0 billion standard cubic feet
per day of ethane in 2018. It owns and operates the MGS, which is an extensive network of pipelines that
connects the Company’s key gas production and processing sites throughout the Kingdom. The Company expects
to further expand its gas reserves through new field discoveries, new reservoir additions in existing fields and
delineation and reassessment of existing reservoirs and fields.

Downstream

The Company has a large, strategically integrated global downstream business. The downstream segment’s
activities consist primarily of refining and petrochemical manufacturing and supply, trading and marketing
operations. The Company’s net refining capacity as at 31 December 2017 made it the fourth largest integrated
refiner in the world based on a comparison with third party refining capacity data provided by the Industry
Consultant. As at 31 December 2018, the Company had a gross refining capacity of 4.9 million barrels per day
and net refining capacity of 3.1 million barrels per day. The Company expects the Jazan integrated petrochemical
refinery and the PRefChem integrated refinery and petrochemicals complex to commence operations by the end
of 2019, which will increase the Company’s gross refining capacity to 5.6 million barrels per day and net refining
capacity to 3.7 million barrels per day. The strategic integration of the Company’s upstream and downstream
segments provides an opportunity for the Company to secure crude oil demand by selling to its captive system of
domestic and international wholly owned and affiliated refineries. The downstream segment’s other business
activities include crude oil sales, product distribution and power supply.

The Company’s downstream business is the largest customer for the upstream business’ crude oil production,
consuming 38% of its crude oil production in 2018. The Company’s upstream business supplies all the crude oil
processed by the Company’s wholly owned and affiliated refineries in the Kingdom and the majority of crude oil
used by its international wholly owned and affiliated refineries. In 2018, the Company’s weighted average
ownership percentage in the Company’s international refineries was 58%, but it supplied an average of 68% of
the crude oil used by those refineries. This crude placement provides significant benefits to the Company’s
downstream operations, including a secure and reliable supply of high-quality crude oil, which helps to ensure a
secure and reliable supply of refined products to downstream’s customers.
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The Company’s refining operations in the Kingdom, including its domestic affiliates, accounted for 62% of its
net refining capacity in 2018. Together with the local distribution system, this provides the Company unique
access to the large domestic marketplace to which it is the sole supplier. In addition to the local marketplace, the
Company is focussing its downstream investments in areas of high-growth, including China, India and Southeast
Asia, material demand centres, such as the United States, and countries that rely on importing crude oil, such as
Japan and South Korea.

The Company also has an integrated petrochemicals business within its downstream segment, which enables it to
capture incremental margin in the hydrocarbon value chain. The Company’s chemicals business spans from
production of basic chemicals such as aromatics, olefins and polyolefins to more complex products such as
polyols, isocyanates and synthetic rubber. The Company’s chemicals business continues to grow through
capacity expansions in the Kingdom, increasing ownership positions in affiliates and new investments, with an
increase in net and gross chemical production capacity to 16.8 million and 33.2 million tonnes per year,
respectively, as at 31 December 2018. The Company expects the Jazan integrated petrochemical refinery and the
PRefChem integrated refinery and petrochemicals complex to commence operations by the end of 2019, which
will increase the Company’s net chemical production capacity to 20.8 million and gross chemical production
capacity to 40.2 million tonnes per year.

The Company aims to continue growing and optimising the performance of its downstream business. On
27 March 2019, the Company announced it had entered into a purchase agreement with the PIF to acquire the
PIF’s 70% equity interest in SABIC for total consideration of $69.1 billion. SABIC operates in over 50 countries
and produces ethylene, ethylene glycol, methanol, MTBE, polyethylene and engineering plastics and their
derivatives, among other products. The Company expects that the acquisition of a majority stake in SABIC will
provide significant expansion of the Company’s downstream activities, particularly in its chemicals business. In
addition to continuing to evaluate a number of additional large-scale investment opportunities in high-growth
markets globally, the Company is considering a number of low capital cost initiatives to improve the operational
and financial performance of its downstream assets, including capacity increases, asset upgrades, improvements
in product yield and capturing additional petrochemical integration.

The Company’s downstream segment also includes its crude oil and product sales, distribution and trading
platforms. These platforms support the Company’s upstream and downstream operations by enabling it to
optimise crude sales and product placement through its significant infrastructure network of pipelines and
terminals and access to shipping and logistics resources. The Company also maintains flexibility to respond to
fluctuations in demand through its five crude grades and MSC. This flexibility contributes to the Company’s
ability to meet its customer’s needs and its reputation as one of the most reliable crude oil suppliers, meeting
99.7% and 99.8% of its delivery obligations on time in 2017 and 2018, respectively.

Corporate

The Company’s corporate segment primarily supports the activities of its upstream and downstream segments.
The corporate segment includes technical services that are essential to the success of the Company’s core
activities, including human resources, finance, corporate affairs and legal.

Corporate History and Evolution

On 29 May 1933, the Government granted a concession to Socal giving it the right to explore for oil within the
Kingdom’s borders. Later that year, Socal incorporated CASOC as a subsidiary to manage the concession.
Texaco acquired a 50% interest in CASOC in 1936. CASOC’s first commercial success came in 1938 at a drill
site in Dammam, which quickly began producing more than 1,500 barrels of crude oil per day. In 1944, CASOC
was renamed Arabian American Oil Company. In 1948, Standard Oil Company of New Jersey, which later
became Exxon, purchased 30% of Arabian American Oil Company, and Socony-Vacuum Oil Company, which
later became Mobil, purchased 10% to help provide market outlets and capital for the Kingdom’s hydrocarbon
reserves. In 1952, Arabian American Oil Company’s headquarters moved from New York to Dhahran, and in
1973, the Government acquired an initial 25% participating interest in the concession, which increased to 60% in
the following year. Arabian American Oil Company continued to grow and had become the world’s leading oil
producer in terms of volume produced in a single year by 1976. Between 1980 and 1981, the Government
increased its participation interest in the company’s crude oil concession rights, production and facilities to
100%. During the 1980s, Arabian American Oil Company increased its production volumes and expanded its
infrastructure with the construction of the East-West pipeline, a 1,200 kilometre pipeline dedicated to
transporting crude oil from Dhahran to Yanbu’ on the Red Sea. In the 1980s and 1990s, the company established
refining and marketing joint ventures in strategic markets around the globe in order to further expand its market
and product offerings.
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In 1988, Saudi Arabian Oil Company, also known as Saudi Aramco, was established as a company with limited
liability by virtue of Royal Decree No. M/8, dated 4/4/1409 in the Hijri calendar (corresponding to 13 November
1988), to assume the privileges and rights of Arabian American Oil Company.

Beginning in 1988, H.E. Ali Al-Naimi assumed leadership of the Company and continued its focus on
shareholder value creation, the expansion and reliability of its upstream business and ongoing operational
excellence. During his tenure as chief executive officer from 1995 to 2009, Abdullah Jum’ah focussed on
innovation and technology leadership, as well as expanding the Company’s footprint within the Kingdom and
internationally. As chief executive from 2009 to 2015, H.E. Khalid Al-Falih focussed on accelerating the
Company’s transformation programme, with an emphasis on integrating the Company’s refining and chemicals
businesses and global performance, profitability and innovation. Amin Nasser assumed leadership of the
Company in 2015 and has focussed on increasing operational excellence and integration, creating a performance
based culture and addressing climate change concerns.

Under the leadership of these individuals, the Company’s downstream operations expanded significantly. In
1993, the Company assumed the assets and operations of Saudi Arabian Marketing and Refining Company (also
known as Samarec), a Government-owned in-Kingdom refining and international product marketing organisation
which included joint ventures with Shell (SASREF) and Mobil, which later became ExxonMobil (SAMREF).
Subsequently, the Company entered into additional ventures with: DowDuPont (Sadara); Lanxess
(ARLANXEO); Petronas (PRefChem); Sinopec (YASREF); Sumitomo (Petro Rabigh); Total (SATORP); Shell
(Motiva); and Mobil, whose share was acquired by Jadwa Industrial Investment Company (Luberef). The
Company also recently acquired full ownership of Motiva (formerly a joint venture with Shell) and ARLANXEO
(formerly an associate in partnership with Lanxess) and increased its ownership stake in S-Oil. The Company’s
historical association with major hydrocarbons companies has provided it with dedicated outlets for its crude oil,
technical expertise and operational and financial discipline.

On 1 January 2018, the Company was converted into a joint stock company pursuant to Council of Ministers
Resolution No. 180 dated 1/4/1439 in the Hijri calendar (corresponding to 19 December 2017) and registered in
the city of Dhahran under commercial registration No. 2052101150 dated 11/07/1439 in the Hijri calendar
(corresponding to 28 March 2018). The Company’s registered office is P.O. Box 5000, Dhahran 31311, Kingdom
of Saudi Arabia and its telephone number is +966 (13) 872 0115.

The current share capital of the Company is SAR 60,000,000,000, consisting of two hundred billion
(200,000,000,000) ordinary shares with no par value, all of which are owned by the Government.

The Issuer has been assigned a long-term issuer rating of Al by Moody’s and A+ by Fitch. Moody’s has also
indicated, based on its grid rating system, that the Issuer has characteristics of a Aaa-rated company. According
to Fitch, the Issuer’s standalone profile corresponds to a rating of AA+.

Business Strategies

Maintain position as the world’s leading crude oil producer by production volume and the lowest cost
producer while providing reliable crude oil supply to customers

The Company intends to maintain its position as the world’s leading crude oil producer by production volume. Its
reserves, operational capabilities and spare capacity allow it to increase production in response to demand. The
Company maintains its desired level of crude oil production by balancing production between mature fields and
younger production sources, tapping into new reservoirs when required to optimise the depletion rate of its fields.
It also maintains its low cost position due to the unique nature of the Kingdom’s geological formations,
favourable onshore and shallow water offshore environments in which the Company’s reservoirs are located,
synergies available from the Company’s use of its large infrastructure and logistics networks, its low depletion
rate operational model and its scaled application of technology. For the year ended 31 December 2017, the most
recent year for which comparable data is available for the Five Major IOCs, the Company’s average upstream
lifting costs and upstream capital expenditures were SAR 10.3 ($2.8) per barrel of oil equivalent produced and
SAR 15.5 ($4.1) per barrel of oil equivalent produced, respectively, which was lower than that of each of the
Five Major IOCs based on a comparison with lifting cost and upstream capital expenditure data provided by the
Industry Consultant.

In addition, the Company seeks to maintain its position as one of the world’s most reliable crude oil suppliers.
The spare capacity afforded by maintaining MSC provides operational flexibility to respond rapidly to changes in
global crude oil supply and demand. Though the Company has a robust field maintenance philosophy that
emphasises the reliability of its upstream operations, MSC also provides an alternative supply option in the event
of unplanned production outages at any field. Moreover, the Company utilises term agreements for selling crude
oil to major consumers globally. These agreements provide supply predictability to customers by standardising
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price and delivery terms to major regional demand centres. The Company continues to invest in and develop a
sophisticated and extensive crude oil distribution and dispatch system which maintains the Company’s supply
reliability.

Further diversify operations to capture value from strategic integration

The Company remains focussed on increasing the strategic integration of its upstream and downstream
businesses, creating an integrated global downstream refining and chemicals business and enhancing its domestic
and global marketing businesses. The integration of the Company’s upstream and downstream segments provides
a unique opportunity for the Company to secure crude oil demand by selling to its captive system of domestic
and international wholly owned and affiliated refineries. In addition, the Company believes an integrated global
downstream business coupled with future downstream investments will facilitate the placement of the
Company’s crude oil in larger offtake volumes in assets designed specifically to economically process Arabian
crude oil, allow it to capture additional value across the hydrocarbon chain, expand its sources of earnings and
provide resilience to market volatility. The proposed acquisition of an approximately 70% equity interest in
SABIC would support significant expansion of the Company’s downstream activities, particularly in its
chemicals business, and provide additional opportunities for the Company to supply mixed feedstock of crude
oil, refinery products and gas to manufacture petrochemicals products. Furthermore, the Company’s approach of
enhancing its domestic and global marketing businesses supports the position of its upstream business in key,
high-growth markets, including China, India and Southeast Asia, which are integral to the Company’s existing
business and future expansion strategy, and maintains the Company’s presence in key large marketplaces, such as
the United States, and in countries which rely on importing crude oil, such as Japan and South Korea.

Expand gas activities to supply gas in the Kingdom and internationally

The Company plans to expand its gas business to meet large and growing domestic demand for low-cost clean
energy and swing production capacity in the peak summer season by increasing production and investing in
additional infrastructure. This demand is driven by power generation, water desalination, petrochemical
production and other industrial consumption in the Kingdom. In addition, the Company plans to increase the use
of gas in its power generation and cogeneration facilities, which supply power to a number of its upstream and
downstream operations. The Company’s gas production also yields NGLs (including ethane) and condensate,
which supplement its crude oil production and provide feedstock to the refining and petrochemical industries.
Furthermore, the Company is pursuing investment and joint venture opportunities outside the Kingdom in natural
gas and LNG projects and may pursue additional opportunities elsewhere in the near future.

Efficiently allocate capital and maintain a prudent and flexible balance sheet

The Company has a comprehensive and disciplined internal approval process for capital expenditures, new
projects and debt incurrence. It analyses future projects based on strategic, operational, commercial and financial
targets. The Company’s unique reserves and resources base, operational flexibility, field management and strong
cash flow generation serve as a foundation for its low Gearing and flexibility to allocate capital. As at
31 December 2018, the Company had a Gearing ratio of (8.6)%. The Company targets a low Gearing ratio of 5%
to 15%. Gearing is a non-IFRS measure. For a definition of Gearing and a reconciliation to the nearest financial
measure calculated in accordance with IFRS, see “Alternative Performance Measures—Gearing”.

Expand global recognition of the Company’s brands

The Company intends to expand global recognition of its brands in the energy sector. One aspect of this strategy
is to introduce its brands to existing domestic and international marketing businesses, including at retail service
stations, and further develop its petrochemicals and base oil brands. In addition, as new marketing activities are
added to its business portfolio, the Company intends to use its own brands and thereby build recognition of its
position as a leader in the global energy sector.

Competitive Strengths
Upstream Competitive Strengths

Unrivalled scale of crude oil and condensate production and conventional proved reserves

In 2018, the Company produced 13.6 million barrels per day of oil equivalent, including 10.3 million barrels per
day of crude oil (including blended condensate) and its total liquids production of 11.6 million barrels per day of
oil equivalent was over 20% higher than the combined total liquids production of the Five Major I0OCs. As at
31 December 2018, the Company’s proved liquids reserves were 226.8 billion barrels. As at 31 December 2017,
the Company’s proved liquids reserves were 230.9 billion barrels, which was the largest amount of conventional
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proved liquids reserves of any company in the world and more than five times the combined proved liquids
reserves of the Five Major 10Cs. Further, the Company believes that its portfolio includes the world’s largest
conventional onshore oil field (Ghawar) and largest conventional offshore oil field (Safaniyah).

Long reserves life, with long-term track record of low-cost reserves replacement

Based on the initial 40 year period and 20 year extension of the Concession, as at 31 December 2018 the
Company’s reserves were 256.9 billion barrels of oil equivalent (sufficient for proved reserves life of 52 years).
Based on a comparison of reserves data of the Five Major IOCs and other leading oil and gas companies, as at
31 December 2017, the Company’s reserves were 260.2 billion barrels of oil equivalent (sufficient for proved
reserves life of 54 years), which was significantly longer than the 9 to 15 year proved reserves life of any of the
Five Major I0Cs. The Company has historically replaced the Kingdom’s reserves in a low-cost manner and on
an organic basis through revisions of reserve estimates at existing fields and through delineation and exploration
to identify new fields.

Unique ability to capture value through active management of the world’s largest conventional hydrocarbons
reserves base

The Company actively manages its prolific reserves base in accordance with the Kingdom’s laws and regulations
to maximise long-term value while optimising ultimate recovery from its fields. Because of the size and number
of its fields and MSC, the Company is able to maintain its desired level of overall production by tapping into new
reservoirs when required to improve long term value through portfolio capacity optimisation. This approach,
which differs from the typical industry practice of maximising production rates per field, is more capital efficient
given the nature of the resources available and leads to more stable production and higher ultimate oil recoveries.

Unique operational flexibility to respond to changes in supply and demand

The spare capacity afforded by maintaining MSC enables the Company to increase its crude oil production above
planned levels rapidly in response to changes in global crude oil supply and demand. The Company utilised
100,000 or more barrels per day of its spare capacity in 56% of the months occurring during the 6-year period
from 2013 to 2018 and used 500,000 or more barrels per day in 22% of those months. The Company estimates
that the cumulative revenue generated during that period by utilising this spare capacity was SAR 133.0 billion
($35.5 billion). This spare capacity also provides the Company operational flexibility, providing an alternative
supply option in the event of unplanned production outages at any field and allowing it to maintain its production
levels during routine field maintenance.

Multiple crude grades and global crude oil delivery points

The five grades of Arabian crude oil the Company produces are highly compatible with most refineries globally.
In addition, the Company’s multiple in-Kingdom and international crude oil delivery points comprise an
established network of access points to the global market, enabling it to maximise delivery options based on
variations in demand and position it as the major base load crude supplier. Furthermore, the Company’s MSC
and integrated logistics network allow it to vary crude oil production, which combined with their compatibility
with global refining systems, provides the Company with a unique ability to respond to changes in demand for
the Company’s crude oil grades.

Extensive high-quality gas reserves with exclusive access to the large and growing domestic marketplace

As at 31 December 2018, the Company had 185.7 trillion standard cubic feet of proved natural gas reserves. In
2018, the Company’s natural gas production of 8.9 billion standard cubic feet per day and 1.0 billion standard
cubic feet per day of ethane with an additional 0.2 million barrels per day of unblended condensate and
1.1 million barrels per day of NGLs. The liquids stemming from gas enhance the value of production since
condensate and NGLs generally command a higher margin than natural gas.

The Company is the exclusive supplier of natural gas in the Kingdom. According to the Industry Consultant,
natural gas demand in the Kingdom is expected to grow at a CAGR of 3.7% from 2017 to 2030. This increase is
primarily due to demand from power generation and the refining and industrial sectors. As a result, from 2003 to
2018, the Company significantly expanded its gas processing capacity and intends to continue to expand its
capacity over the next few years.

Crude oil extraction with a low average carbon intensity

Climate change concerns may cause demand for crude oil with lower average carbon intensities to increase
relative to those with higher average carbon intensities. The Company has a commitment to emissions reduction
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and a GHG emissions management programme. The Kingdom has a small number of large and productive oil
reservoirs, low per barrel gas flaring rates and low water production, resulting in less mass lifted per unit of oil
produced and less energy used for fluid separation, handling, treatment and reinjection, all of which contribute to
low upstream carbon intensity. According to an article published in the 31 August 2018 edition of Science
Magazine, the Kingdom’s volume weighted average crude oil upstream GHG intensity in 2015 ranked second
lowest among the 50 countries analysed. Two of the 24 authors of such article received funding from a subsidiary
of the Issuer and other authors received funding from other sources.

Lowest upstream lifting costs and capital expenditures per barrel of oil equivalent

The Company’s upstream lifting costs are among the lowest in the world due to the unique nature of the
Kingdom’s geological formations, favourable onshore and shallow water offshore environments in which its
reservoirs are located, synergies available from the Company’s use of its large infrastructure and logistics
networks, its low depletion rate operational model and its scaled application of technology. Following the
Industry Consultant’s methodology, for the year ended 31 December 2018, the Company’s average upstream
lifting cost was SAR 10.6 ($2.8) per barrel of oil equivalent produced. For the year ended 31 December 2017, the
most recent year for which comparable data is available for the Five Major IOCs, the Company’s average
upstream lifting costs were SAR 10.3 ($2.8) per barrel of oil equivalent produced, which was lower than that of
each of the Five Major IOCs based on a comparison with lifting cost data provided by the Industry Consultant.
The Company’s upstream capital expenditures for the year ended 31 December 2018 averaged SAR 17.7 ($4.7)
per barrel of oil equivalent produced also using the Industry Consultant’s methodology. For the year ended
31 December 2017, the most recent year for which comparable data is available for the Five Major IOCs, the
Company’s upstream capital expenditures averaged SAR 15.5 ($4.1) per barrel of oil equivalent produced, which
was lower than that of each of the Five Major IOCs based on a comparison with capital expenditure data
provided by the Industry Consultant. This low-cost base enables the Company to generate material cash flow
from operations during periods of relatively high crude oil prices, while enabling it to maintain positive cash flow
from operations during periods of relatively low prices.

Downstream Competitive Strengths

Ability to monetise upstream production into a high-quality external customer base and through a captive
downstream system, with a strong track record of supply reliability

The Company has a strong track record as a reliable crude oil supplier, meeting 99.7% and 99.8% of its delivery
obligations on time in 2017 and 2018, respectively. In 2018, 62% of crude production was sold through long term
crude oil supply agreements to a high-quality external customer base. The Company maintains these
longstanding strategic customer supply relationships through the unique level of volumes it makes available to
the market, its supply reliability and crude quality. In addition, the integration of the Company’s upstream and
downstream segments provides the opportunity to place crude oil into the Company’s downstream system, which
is optimally designed to process Arabian crude oils. In 2018, 38% of crude oil produced by the Company was
delivered into this captive downstream system.

Largest customer for the Company’s upstream production

The Company’s upstream business provides the substantial majority of crude oil processed by its downstream
business, making it upstream’s biggest customer and securing feedstock for the downstream business. For the
years ended 31 December 2016, 2017 and 2018, downstream consumed 36%, 39% and 38% of upstream’s total
crude oil production in those periods. The Company specifically designs and configures its refining system to
optimise production using the Company’s crude grades, which helps improve supply chain cost and operational
efficiency in its refining operations and therefore supply of refined products to the downstream markets the
Company serves. The Company’s upstream business provides all the crude oil processed by the Company’s
wholly owned and affiliated refineries in the Kingdom. In addition, the Company supplies a higher percentage of
the crude oil used by its international refineries than its aggregate equity ownership. In 2018, the Company’s
weighted average ownership percentage in its international refineries was 58%, but it supplied an average of 68%
of the crude oil used by those refineries.

Fourth largest integrated refiner in the world on a net refining capacity basis, supplying high-value products to
the Kingdom and international marketplaces

The Company’s net refining capacity as at 31 December 2017 made it the fourth largest integrated refiner in the
world based on a comparison with third party refining capacity data provided by the Industry Consultant. As at
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31 December 2018, the Company had a gross refining capacity of 4.9 million barrels per day and net refining
capacity of 3.1 million barrels per day. The Company expects the Jazan integrated petrochemical refinery and the
PRefChem integrated refinery and petrochemicals complex to commence operations by the end of 2019, which
will increase the Company’s gross refining capacity to 5.6 million barrels per day and net refining capacity to
3.7 million barrels per day. The Company’s operations in the Kingdom, including its affiliated refineries,
accounted for 62% of its net refining capacity in 2018. This local supply provides unique access to the large
domestic marketplace. In addition, the Company is focussing its downstream investments in high-growth
economies, including China, India and Southeast Asia, material demand centres, such as the United States, and
countries that rely on importing crude oil, such as Japan and South Korea.

Refining scale and complexity and enhanced integration

The Company’s in-Kingdom affiliated refineries and international refineries have been designed to have both
scale and significant product upgrading capabilities, resulting in high refining complexity metrics.

Refineries with higher complexity are generally more technically advanced and able to extract higher value from
the crude oil they process by producing greater yields of high-margin products. This refining complexity,
together with the Company’s global integrated petrochemical production capacity, provides the Company with
competitive refining assets in the markets it serves and enables the Company to produce greater yields of high-
margin downstream products than less complex refineries. These refining assets also provide an important
platform upon which the Company expects to grow its integrated refining and petrochemicals business.

World class partners

The Company’s partners in its joint ventures, joint operations and associate companies include DowDuPont,
ExxonMobil, Petronas, Shell, Sinopec, Sumitomo and Total. These partnerships provide the Company’s joint
ventures and joint operations with access to additional markets, technological expertise, operational know-how
and marketing capabilities.

Company Competitive Strengths
Higher operating cash flow, Free Cash Flow, EBIT, EBITDA and ROACE than each of the Five Major IOCs

As shown below, the Company has a higher operating cash flow, higher Free Cash Flow, higher EBIT, higher
EBITDA and higher ROACE than each of the Five Major IOCs.

Company Five Major IOCs™
Operating cash flow in 2018® ... ... ... ... ............... SAR 453.7 ($121.0)  Between $23 and $53
Free Cash Flow in 2018@®) .. .. ... .. .. ... ... ... ...... SAR 321.9 ($85.8) Between $6 and $30
EBITin 2018@3) . . e SAR 798.0 ($212.8)  Between $19 and $39
EBITDA in 20183 . .. e SAR 839.3 ($223.8)  Between $34 and $61
ROACE for 20183 .. . e 41.1% Average of 8%

(1) Source: Public filings.

(2) SAR and $ in billions.

(3) Free Cash Flow, EBIT, EBITDA and ROACE are non-IFRS measures. For a definition of Free Cash Flow, EBIT, EBITDA and ROACE
and a reconciliation to the nearest financial measures calculated in accordance with IFRS, see “Alternative Performance Measures—Free
Cash Flow”, “Alternative Performance Measures—EBIT and EBITDA” and “Alternative Performance Measures—Return on Average
Capital Employed”.

Lower Gearing than each of the Five Major I0OCs

As at 31 December 2018, the Company had a Gearing of (8.6)%, which was lower than each of the Five Major
I0Cs, whose Gearing was between 14% and 30%. Gearing is a non-IFRS measure. For a definition of Gearing
and a reconciliation to the nearest financial measure calculated in accordance with IFRS, see “Alternative
Performance Measures—Gearing”.

Ability to execute some of the world’s largest upstream and downstream capital projects

The Company has a long track record of successfully executing some of the largest upstream and downstream
capital projects in the oil, gas and petrochemicals business. From 2014 to 2018, the Company executed
22 projects with capital expenditures of more than SAR 1.9 billion ($500 million) each.
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Operating Segments

The Company’s primary operating segments are its upstream segment and downstream segment. The upstream
segment’s activities consist of exploring for, developing and producing crude oil, condensate, natural gas and
NGLs. The downstream segment’s activities consist primarily of refining and petrochemical manufacturing and
supply, power generation, trading and marketing operations. The Company’s business support activities are
included within its corporate segment.

Upstream

The upstream segment’s activities consist of exploring for, developing and producing crude oil, condensate,
natural gas and NGLs. Pursuant to the Concession, the Company has exclusive access to all hydrocarbons within
the Kingdom, except the Excluded Areas, including 498 reservoirs within 136 fields distributed throughout the
Kingdom and its territorial waters. See “Material Agreements—The Concession”. The majority of the Company’s
reservoirs are geographically clustered in the Eastern Province of the Kingdom and adjacent Arabian Gulf. The
following maps illustrate the location of the Company’s key fields in the Kingdom.

Major Oil Fields Major Gas Fields

Saudi Arabia Saudi Arabia {

& Oil field = Oil/Gas pipelines & Gas field = Oil/Gas pipelines

As at 31 December 2018, the Company’s proved crude oil and condensate reserves were 201.4 billion barrels. In
addition, as at 31 December 2018, the Company had proved NGL reserves of 25.4 billion barrels and proved
natural gas reserves of 185.7 trillion standard cubic feet.

As at 31 December 2017, the Company’s proved crude oil and condensate reserves were 204.8 billion barrels. In
addition, as at 31 December 2017, the Company had proved NGL reserves of 26.0 billion barrels and proved
natural gas reserves of 181.0 trillion standard cubic feet. As at 31 December 2017, the Company’s proved liquids
reserves were 230.9 billion barrels, which was more than five times the combined proved liquids reserves of the
Five Major IOCs as at that date.

In 2018, the Company produced 13.6 million barrels per day of oil equivalent, including 10.3 million barrels per
day of crude oil (including blended condensate), an additional 0.2 million barrels per day of unblended
condensate, 1.1 million barrels per day of NGLs, 8.9 billion standard cubic feet per day of natural gas and
1.0 billion standard cubic feet per day of ethane. In that year, 86% of the Company’s aggregate hydrocarbon
production consisted of liquids, which generally command a higher margin than natural gas.

Reserves

The Company’s upstream lifting costs are among the lowest in the world due to the unique nature of the
Kingdom’s geological formations, favourable onshore and shallow water offshore environments in which the
Company’s reservoirs are located, synergies available from the Company’s use of its large infrastructure and
logistics networks, its low depletion rate operational model and its scaled application of technology. For the year
ended 31 December 2018, the Company’s upstream lifting costs averaged SAR 10.6 ($2.8) per barrel of oil
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equivalent produced using a normalised estimation approach following the Industry Consultant’s methodology,
and its upstream capital expenditures averaged SAR 17.7 ($4.7) per barrel of oil equivalent produced. For the
year ended 31 December 2017, the most recent year for which comparable data is available for the Five Major
I0Cs, the Company’s average upstream lifting costs and upstream capital expenditures were SAR 10.3 ($2.8)
and SAR 15.5 ($4.1) per barrel of oil equivalent, respectively, which were lower than those of each of the Five
Major 10Cs, based on lifting cost and capital expenditure data provided by the Industry Consultant.

As at 31 December 2018, the Kingdom’s reserves in the fields the Company operates consisted of 336.2 billion
barrels of oil equivalent, including 261.5 billion barrels of crude oil and condensate, 36.1 billion barrels of NGLs
and 233.8 trillion standard cubic feet of natural gas.

Under the Original Concession, which was in effect until 24 December 2017, the Company’s rights with respect
to hydrocarbons in the Kingdom were not limited to a particular term. Effective 24 December 2017, the
Concession grants the Company the exclusive right to explore, develop and produce the Kingdom’s hydrocarbon
resources, except in the Excluded Areas, for an initial period of 40 years, which will be extended by the
Government for 20 years provided the Company satisfies certain conditions commensurate with current
operating practices. In addition, the Concession may be extended for an additional 40 years beyond the prior
60 year period subject to the Company and the Government agreeing on the terms of the extension. See
“Material Agreements—The Concession”. The Concession also requires the Company to meet domestic demand
for certain hydrocarbons, petroleum products and LPG through domestic production or imports. The provision of
a specified term in the Concession impacted the calculation of the Company’s reserves.

Based on the initial 40 year period and 20 year extension of the Concession, as at 31 December 2018 the
Company’s reserves were 201.4 billion barrels of crude oil and condensate, 25.4 billion barrels of NGLs and
185.7 trillion standard cubic feet of natural gas. As at 31 December 2018, the Company’s portfolio included 498
reservoirs within 136 fields distributed throughout the Kingdom and its territorial waters. Based on a comparison
of reserves data of the Five Major IOCs, as at 31 December 2017, the Company’s reserves were 260.2 billion
barrels of oil equivalent (sufficient for proved reserves life of 54 years), which was significantly longer than the 9
to 15 year proved reserves life of any of the Five Major IOCs based on publicly available information.

The Company manages the Kingdom’s unique reserves and resources base to optimise production and maximise
long term value pursuant to the Hydrocarbons Law, which mandates that the Company’s hydrocarbon operations
promote long-term productivity of the Kingdom’s reservoirs and support the prudent stewardship of its
hydrocarbon resources. The Company has historically replaced reserves on an organic basis through revisions of
reserve estimates at existing fields and through delineation and exploration to identify new fields. As a result, the
Kingdom’s estimated proved reserves at the largest oil fields operated by the Company have increased since the
time of original production. For example, the reserves at the Abqaiq field have increased over 13.5 times from
1944 (when production began at the field) to 2018. The organic crude oil and condensate reserves replacement
ratio based on the Kingdom’s reserves on a three year rolling average from 2016 to 2018 was 104%. The organic
oil-equivalent reserves replacement ratio based on the Kingdom’s reserves on a three year rolling average from
2016 to 2018 was 127%. Reserves replacement ratios are calculated on reserves changes relative to net reservoir
withdrawal from operated fields, rather than production volumes.

The following table sets forth the Company’s estimates of its proved reserves as at 31 December 2017 and 2018.

Crude Oil Condensate Natural Gas NGLs Combined
(mmbbl) (mmbbl) (bscf) (mmboe) (mmbbl) (mmboe)
Reserves as at 31 December 2017 ........... 201,818 3,015 180,957 29,377 26,024 260,234
Reserves as at 31 December 2018 ........... 198,194 3,191 185,726 30,120 25,385 256,890

The following table sets forth the Kingdom’s estimates of its proved reserves as at 31 December 2017 and 2018.

Crude Oil Condensate Natural Gas NGLs Combined
(mmbbl) (mmbbl) (bscf) (mmboe) (mmbbl) (mmboe)
Reserves as at 31 December 2017 ........... 256,737 4,124 224,394 36,939 35,097 332,897
Reserves as at 31 December 2018 ........... 257,270 4,257 233,766 38,519 36,144 336,190

The Company’s reserve estimates conform to the SPE-PRMS definitions and guidelines, which is the
internationally recognised industry standard sponsored by the Society of Petroleum Engineers, the American
Association of Petroleum Geologists, the World Petroleum Council and the Society of Petroleum Evaluation
Engineers. To estimate or update the Company’s reserve estimates, the upstream segment employees responsible
for reserves calculations perform technical analyses that are reviewed internally by progressively higher levels of
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management until finalised at year-end. The Company routinely updates its estimates as it acquires and interprets
new data. For reservoirs that have been producing and have established certain performance trends, the Company
is typically able to reliably forecast the reservoir’s future production. For reservoirs that have little to no
production history and new discoveries, the Company undertakes further analysis in addition to multidisciplinary
evaluation to formulate production forecasts.

The Company retained independent petroleum consultants, D&M, to audit reservoirs the Company believes
accounted for approximately 80% of the Company’s oil equivalent reserves as at 31 December 2017. The
Company chose this scope because of the overall scale of the Kingdom’s reserves and the concentration of
deposits in the major reservoirs that were assessed. Further independent assessment of the Company’s smaller
reservoirs would have taken several years to complete. D&M’s reserves certification of 208.7 billion barrels of
oil equivalent reserves was 0.1% higher than the Company’s internal estimation for the same reservoirs. The
certification letter of D&M, which describes its procedures, conclusions and assumptions, appears as Appendix C
to this Base Prospectus.

The technical personnel responsible for preparing the certification of the reserve estimates at D&M meet the
requirements regarding qualifications, independence, objectivity and confidentiality set forth by the Society of
Petroleum Engineers. D&M is an independent consultancy firm and does not own an interest in the Company’s
properties and is not employed on a contingent fee basis.
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Upstream Production and Deliveries

The following table highlights the Company’s upstream production and deliveries in 2016, 2017 and 2018:

Year Ended 31 December
2016 2017 2018

Upstream production®:

Crude oil® (mbpd) . . ...t 10,561 10,080 10,315
Condensate® (mbpd) . ...t 228 216 218
Natural gasoline (mbpd) .. ... ... .. 182 194 203
Butane (mbpd) .. ... 313 314 328
Propane (mbpd) . ... . .. 541 521 565
Total liquids (mbpd) . . .. ... ... 11,825 11,325 11,629
Natural gas (mmscfd) .. ... 8,280 8,733 8,856
Ethane (mmscfd) . ... .. .. 920 936 993
Total (mmscfd) . ......... .. e 9,200 9,669 9,849
Combined® (mboed) ........... ... .. . .. 13,634 13,223 13,567
In-Kingdom deliveries®:

Crude oil to third parties (mbpd) . ........c. i 498 459 410
Crude oil to refineries@© (mbpd) ......... ...t 2,532 2,607 2,567
Condensate to refineries® (mbpd) .......... ... i 221 195 203
Natural gasoline to affiliated parties and third parties (mbpd) ................... 128 120 153
Butane to third parties (mbpd) . ......... . 142 146 157
Propane to third parties (mbpd) . ......... . 358 375 385
Total liquids (mbpd) . . . ... ... . 3,880 3,902 3,875
Natural gas (mmscfd)( .. ... 6,871 7212 7,216
Ethane (mmscfd) . ... ... 913 950 1,009
Total (mmscfd) . ........ ... . 7,784 8,162 8,225
Combined (mboed) . . ........ ... ... . . . . . 5427 5,523 5,514
International deliveries®):

Crude oil to third parties (mbpd) . ... i 6,177 5,787 6,021
Crude oil to refineries® (mbpd) . ....... ... . 1,286 1,312 1,308
Condensate (Mbpd) ... ...ttt 7 21 15
Natural gasoline to third parties (mbpd) ......... ... ... ... .. .. .. . .. ... 75 72 70
Butane to third parties (mbpd) ........ .. .. 151 145 151
Propane to third parties (mbpd) . ........ .. .. 149 128 142
Total (mbpd) . ... ... 7,845 7,465 7,707

(1) Production does not include the Kingdom of Bahrain’s entitlement to volumes produced from Abu Sa’fah, which was 154 mbpd,
153 mbpd and 152 mbpd for the years ended 31 December 2016, 2017 and 2018, respectively.

(2) Includes condensate blended with crude oil of 116 mbpd, 121 mbpd and 125 mbpd for the years ended 31 December 2016, 2017 and
2018, respectively.

(3) Stabilised condensate not blended with crude oil.

(4) Combined barrel of oil equivalent volume (mboed) is derived from mmscfd (for natural gas and ethane) by dividing the relevant product
production by 5.400 (in the case of natural gas) and 3.330 (in the case of ethane).

(5) Deliveries do not include loss in volumes measured upon loading and unloading of crude oil shipments, volumes of production held in
inventory at period end, volumes consumed for own use and trading volumes.

(6) Includes wholly owned and affiliated refineries.

(7) Does not include the Company’s own use of gas.

86



Crude Oil and Condensate

As at 31 December 2018, the Company operated 101 crude oil fields, including some of the world’s largest in
terms of proved reserves.

Exploration and Development

The majority of the Company’s current crude oil exploration activities are focussed in the Eastern Province, with
lower levels of exploration and expenditures in known hydrocarbon-bearing basins in the Rub’ al-Khali,
Northwest and Summan regions.

The Company places a strong emphasis on operational performance improvement of its drilling operations by
applying innovative drilling technologies and benchmarking of key metrics to identify trends and potential areas
for improvement. The Company believes that its approach to drilling and development has led to high levels of
well integrity.

Reservoir Management and Production Strategy

The Company actively manages its prolific reserves base in accordance with the Kingdom’s laws and regulations
to maximise long-term value while optimising ultimate recovery from its fields. Because of the size and number
of its fields and spare capacity, the Company is able to maintain its desired level of overall production by tapping
into new reservoirs when required to improve long term value through portfolio capacity optimisation. This
approach, which differs from the typical industry practice of maximising production rates per field, is more
capital efficient given the nature of the resources available and leads to stable production and higher ultimate oil
recoveries. The Company’s reservoir management and production strategy is characterised by its commitment to
responsible and sustainable stewardship of its unique fields, ability to optimise supply and value in the event of a
market disruption or opportunity and high-quality crude with blend and supply flexibility.

Responsible and Sustainable Stewardship of Unique Fields

Most of the Company’s crude oil fields have been producing for many decades at low depletion rates of 1% to
2% per year relative to expected ultimate recovery. As at 31 December 2018, more than 80% of the Kingdom’s
proved crude oil reserves were in reservoirs that were less than 40% depleted. The following chart illustrates the
depletion stage of the Kingdom’s crude oil reservoirs as at 31 December 2018.

% of Reserves

9% 7% 3% 100%
32% _0 —
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The Company also aims to optimise recovery of its reserves. As at 31 December 2018, approximately 80% of the
Kingdom’s crude oil reserves had a recovery factor between 41% and 80% due to the high quality of the
TesServoirs.

The Company’s main recovery mechanism for its oil reservoirs is peripheral water injection, which maintains
reservoir pressure, maximises reservoir sweep and minimises water produced over time. In a few fields, the
Company employs other methods, such as re-injection of produced gas in gas caps. Given its low depletion stage,
the Company expects to continue to use these recovery mechanisms, combined with advanced technologies (for
example, horizontal and multilateral wells and Maximum Reservoir Contact Wells), to optimise horizontal and
vertical reservoir sweep.

Ability to Optimise Supply and Value in the Event of a Market Disruption or Opportunity

The uniqueness of the Company’s reserves base provides flexibility to optimise its crude mix in response to
changes in supply and demand. The Company considers the long-term value of different crude grades, medium-
term ability to market heavy crude oil grades in strategic markets and near-term requirements to efficiently
respond to global market disruptions or opportunities.

The Company maintains MSC in accordance with the requirements of the Hydrocarbons Law. As at
31 December 2018, the Company’s MSC was 12.0 million barrels of crude oil per day. The spare capacity
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afforded by maintaining MSC enables the Company to increase its crude oil production above planned levels
rapidly in response to changes in global crude oil supply and demand. The Company also uses this spare capacity
as an alternative supply option in case of unplanned production outages at any field and to maintain its
production levels during routine field maintenance.

The Company estimates that the cumulative revenue generated during the 6-year period from 2013 to 2018,
inclusive, by utilising this spare capacity was SAR 133.0 billion ($35.5 billion).

High Quality Crude with Blend and Supply Flexibility

The Company has consistently produced five grades of Arabian crude oil: Arabian Super Light, Arabian Extra
Light, Arabian Light, Arabian Medium and Arabian Heavy. The Company’s five crude grades and the wide
range of blends that can be produced from them are compatible with most refineries globally. In addition, the
Company’s MSC and integrated logistics network allows the Company to vary crude oil production, which
combined with their compatibility with global refining systems, provides the Company with a unique ability to
respond to changes in demand for the Company’s crude grades. This flexibility contributes to the Company’s
reputation as one of the most reliable crude oil suppliers, meeting 99.7% and 99.8% of its delivery obligations on
time in 2018, respectively.

Crude oil quality is measured primarily based on density, which is measured as API gravity, and sulphur content.
API gravity is the specific gravity scale developed by the American Petroleum Institute. It represents the inverse
measure of liquid hydrocarbon density against water, with lighter hydrocarbon liquids having higher API
gravities. API gravity is used to classify crude oil by weight (i.e., light, medium, heavy), which is the largest
determinant of market value. Crude oil with higher API gravities is more valuable because it allows refineries to
produce a greater percentage of high-margin products from the oil, such as gasoline and diesel fuel, than those
with lower API gravities. Sulphur content also affects the value of crude oil. Since sulphur must be removed
prior to crude oil being refined into other products, crude oil with lower sulphur content has a higher value.

The Company classifies Arabian Super Light, Arabian Extra Light and Arabian Light as premium grades given
their API gravity and sulphur contents. The following table sets forth the API gravity and sulphur content of each
of the Company’s crude oil grades and the percentage of crude oil reserves each grade accounted for as at
31 December 2018.

% of Crude Oil

API Gravity Sulphur Content Reserves
Arabian Super Light .. ... ... .. .. . . . i More than 40  Less than 0.5 0.8
Arabian ExtraLight .. ... ... .. .. ... . .. . . .. 36-40 05-13 12.3
Arabian Light . ... ... ... .. ... 32-36 1.3-22 343
ArabianMedium . ......... ... .. L 29 -32 22-29 17.7
Arabian Heavy ....... ... . . Less than 29  More than 2.9 34.9

Principal Oil Fields

The following table sets forth the Company’s reserves and MSC of the Company’s largest oil fields as at
31 December 2018, which are listed according to 2018 production.

Liquids Combined

Reserves®  Reserves MSC

(mmbbl) (mmboe) (mmbpd)
Ghawar . . ..o 48,254 58,319 3.800
Shaybah . . ... 13,617 14,864 1.000
Khurais . . ..o 20,100 21,402 1.450
Safaniyah ... ... 33,664 34,029 1.300
Ut 30,417 31,313 0.825
Other ..o 80,718 96,963 3.625
Total ... e 226,770 256,890 12.000

(1) Liquids reserves consist of crude oil, condensate and NGLs.
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The Company’s principal fields are linked to an extensive network of integrated facilities that provide it with the
flexibility to send crude oil to multiple plants for processing, stabilisation and shipping.

D&M’s reserves certification as at 31 December 2017 included evaluating reservoirs at the five largest oil fields
in terms of reserves. See Appendix C to this Base Prospectus. The following descriptions provide further details
concerning the Company’s largest oil fields and producing areas.

Ghawar

The northern-most portion of the Ghawar field lies approximately 100 kilometres west of Dhahran. The field
comprises six main areas (Fazran, Ain Dar, Shedgum, Uthaminyah, Hawiyah and Haradh) and extends southward
over more than 200 kilometres as one long continuous anticline. It is approximately 36 kilometres across at its
widest point (where the Ain Dar and Shedgum areas run in parallel and are 26 kilometres and 10 kilometres
wide, respectively).

The Company believes that the Ghawar field is the largest oil field in the world in terms of conventional proved
reserves, totalling 58.32 billion barrels of oil equivalent as at 31 December 2018, including 48.25 billion barrels
of liquids reserves. It has accounted for more than half of the total cumulative crude oil production in the
Kingdom but still maintained a MSC of 3.800 million barrels of crude oil per day as at 31 December 2018.

The Ghawar field facilities and infrastructure remain a central component in the Company’s long-term strategic
framework for optimising both technical recovery of resources and the economics of resource management. The
scope of the utilisation and maintenance of the established infrastructure has expanded to be a hub for
development of secondary reservoirs and satellite fields. These massive facilities act as a lattice within which
new oil and gas development projects can easily be added.

Shaybah

The Shaybah field is located in the Rub’ Al-Khali desert in the south eastern part of the Kingdom, 800 kilometres
from Dhahran. The field is approximately 13 kilometres wide and 64 kilometres long.

Due to the field’s remoteness, its facilities include a dedicated NGL recovery unit, an airfield, and
accommodation for staff. The field was developed using advanced 3D seismic imaging and multi-lateral
horizontal drilling techniques, with processing facilities added in phases as production information became
available. As at 31 December 2018, the MSC at Shaybah was 1.000 million barrels of crude oil per day and
proved reserves were 14.86 billion barrels of oil equivalent, including 13.62 billion barrels of liquids reserves.

Khurais

The Khurais Complex, which comprises the Abu Jifan and Mazalij fields in addition to Khurais itself, is
approximately 106 kilometres long and 18 kilometres across at its widest point.

As at 31 December 2018, the MSC at Khurais was 1.450 million barrels of crude oil per day. As at 31 December
2018, proved reserves at Khurais were 21.40 billion barrels of oil equivalent, including 20.10 billion barrels of
liquids reserves.

Safaniyah

The Company believes that the Safaniyah field is the world’s largest conventional offshore oil field in terms of
proved reserves. It is located approximately 260 kilometres north of Dhahran. Most of the field lies offshore in
the Arabian Gulf. Within the Concession Area, the Safaniyah field is approximately 50 kilometres long and
15 kilometres wide. A small portion of the field, known as the Khafji field, lies in the offshore partitioned
territory in accordance with the agreements between the Kingdom and the State of Kuwait and is operated by
AGOC.

As at 31 December 2018, the MSC at Safaniyah was 1.300 million barrels of crude oil per day and proved
reserves were 34.03 billion barrels of oil equivalent, including 33.66 billion barrels of liquids reserves.

Zuluf

The Zuluf field is located in the Arabian Gulf, approximately 240 kilometres north of Dhahran, in an average
water depth of 118 feet. The field has two main structures: Zuluf and Ribyan, and is of similar area as the
Safaniyah field to the north.
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As at 31 December 2018, the MSC at Zuluf was 0.825 million barrels of crude oil per day and proved reserves
were 31.31 billion barrels of oil equivalent, including 30.42 billion barrels of liquids reserves.

Crude Infrastructure

The Company’s principal fields are located in close proximity to each other within the Central and Eastern
Provinces of the Kingdom. An extensive pipeline network connects the Company’s fields, processing plants and
other facilities. The crude oil, condensate, natural gas and NGLs the Company produces travels through its
pipelines to multiple facilities for processing into refined products or to domestic customers or export terminals.
For example, the Company can send crude oil to any of its domestic refineries or directly to export terminals.

In particular, the Company’s East-West pipeline is critical in linking oil production facilities in the Eastern
Province with Yanbu’ on the west coast, and providing flexibility to export from the east and west coast of the
Kingdom. In 2018, the East-West pipeline transported an average of 2.1 million barrels per day of crude oil. The
capacity of the East-West pipeline is expected to increase from 5.0 million barrels per day to 6.5 million barrels
per day in 2023. In addition, the Abqaiq facility processes a significant amount of the Company’s daily produced
crude oil. The Abgqaiq facility is the Company’s largest oil processing facility and the largest crude oil
stabilisation plant in the world. The Abqaiq facility processed approximately 50% of the Company’s crude oil
production for the year ended 31 December 2018. Moreover, the Company operates four crude terminals with a
total storage capacity of 66.4 million barrels as at 31 December 2018, which contributes to its operational
flexibility and supports supply reliability.

The Company closely tracks its hydrocarbons in order to monitor and optimise its deliveries. The Company has
strategic international delivery points located in Rotterdam (Netherlands), Ain Sukhna (Egypt), Fujairah (United
Arab Emirates) and Okinawa (Japan).

The following map illustrates the location of the Company’s crude oil processing infrastructure.

@ Turaif
@ Jawf
@ Tabuk Tanajib
Safaniyah ¢ @ \poniey
Jubail
Qasim BP
Dub:
¢ Duba ® & o I
Qasim RT
SECPP o
A 9 Dhahran
Medina // "\ ¢ Bahrain
S B\
SGP | \
B
Yanbu’ ’—0 v W
YCOR
YGP\ ];:);d;) PPs
{ efinery ¢ HdGP HGPHNG
Rabighg, ¢ A Hawtah Shaybah
‘/ South ¢
TeddanNy Ghawar

@ Port/ Terminal

HdGP - Haradh Gas Plant

HGP HNGL - Hawiyah Gas Plant & Hawiyah NGL

Recovery Plant
JT — Juaymah Terminal
KHU - Khurais
NRBP - North Riyadh Bulk Plant
Qasim BP — Qasim Bulk Plant
Qasim SEC PP — Qasim Saudi
Electric Company Power Plant

Sulayyil
Abha

Najran
azan <&

L 4

— Oil and Gas Pipeline

Riyadh PPs — Riyadh Power Plants &
Refinery

RT - Ras Tanura Terminal

SGP - Shedgum Gas Plant

UGP - ‘Uthmaniyah Gas Plant

YCOT - Yanbu Crude Oil Terminal

YGP - Yanbu’ Gas Plant

90



Sales and Marketing

The following chart illustrates the locations of the Company’s crude oil deliveries in 2018.
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(1) Includes deliveries to the Company’s wholly owned and affiliated refineries.

The integration of the Company across its upstream and downstream segments provides a unique opportunity for
the Company to deliver its crude oil into the Company’s downstream system, which is optimally designed to
process Arabian crudes. Concurrently, the Company has maintained its crude oil market share across the
commodity price cycle. The following chart illustrates the Company’s crude oil production from 2009 to 2018.
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The following chart illustrates the Company’s global crude oil market share from 2009 to 2018.
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In 2018, the Company produced 10.3 million barrels per day of crude oil (including blended condensate), of
which approximately 6.4 million barrels per day were sold to third party customers, approximately 1.3 million
barrels per day were delivered to the Company’s wholly owned and affiliated international refineries,
approximately 1.9 million barrels per day were delivered to the Company’s downstream in-Kingdom affiliated
refineries and approximately 0.7 million barrels per day were delivered to the Company’s wholly owned
in-Kingdom refineries. The Company’s captive downstream system also provides direct access to the Kingdom.
As a result, the Company’s captive system of domestic and international wholly owned and affiliated refineries,
consumed 38% of crude oil produced by the Company in 2018. Sales prices of the Company’s crude oil to its
in-Kingdom wholly owned refineries are based on reported selling prices for Arabian crude oil grades.

The Company’s crude oil sales agreements include pricing formulas that reflect the market prices in the relevant
geographical region in which the oil will be delivered. The pricing formulas use “marker crudes” in each
geographical region to determine a market-based price. The formulas also include price differentials for each
grade in each region, which are set by the Company on a monthly basis, and reflect crude oil quality differences
vis-a-vis the marker crude and other factors, such as the value of competing crudes, in-transit losses, freight
allowances and other commercial considerations. These formula prices are also used for sales of the Company’s
crude oil to its in-Kingdom and international wholly owned and affiliated refineries.

In addition, the Concession requires the Company to meet domestic demand for certain hydrocarbons, petroleum
products and LPG. See “Material Agreements—The Concession”. As such, the Government mandates that crude
oil and other products sold to third parties in the Kingdom are sold at regulated prices that are typically lower
than the prices the Company could obtain if it exported those products. Effective 1 January 2017, the
Government implemented an equalisation mechanism to compensate the Company for revenue directly foregone
as a result of the Company’s compliance with the mandates related to crude oil, kerosene, diesel, heavy fuel oil
and gasoline. See “Management’s Discussion and Analysis of Results of Operations and Financial Condition—
Factors Affecting the Company’s Results of Operations and Financial Condition—Fiscal Regime Changes”.

Gas and NGLs

As at 31 December 2018, the Company had 185.7 trillion standard cubic feet of proved natural gas reserves and
25.4 billion barrels of proved NGL reserves.

In 2018, the Company produced 8.9 billion standard cubic feet per day of natural gas, 1.0 billion standard cubic
feet of ethane, 1.1 million barrels per day of NGLs and an additional 0.2 million barrels per day of unblended
condensate. As at 31 December 2018, the total gas processing system, which feeds the MGS, had a capacity of
15.5 billion standard cubic feet per day. The liquids stemming from gas enhance the value of the Company’s
natural gas production as liquids generally command higher prices than natural gas for the Company.

Pursuant to the Concession, the Company is the exclusive supplier of natural gas in the Kingdom, which is the
seventh largest gas market in the world according to the Industry Consultant. Since 1980, the Company has
produced associated gas from oil production to supply the domestic energy market, and in 1984 began producing
non-associated gas to address growing domestic demand. Gas in the Kingdom is currently used primarily for
power generation and other industrial uses and demand has increased by a CAGR of 3.8% from 2010 to 2017 and
is expected to grow at a CAGR of 3.7% from 2017 to 2030.

Between 2009 and 2018, the Company completed a number of projects which increased its gas processing
capacity and the MGS, an extensive network of pipelines that connects the Company’s key gas production and
processing sites throughout the Kingdom. Recent examples of projects include the Wasit Gas Plant
commissioned in 2016 with a capacity to process 2.5 billion standard cubic feet per day of gas and generate 798
MW of electricity through cogeneration. In 2017, the Company commissioned the Midyan Gas Plant to supply
non-associated gas and condensate to the Saudi Electricity Company’s power plant in Duba in the Kingdom’s
Tabuk province, generating opportunities for economic growth in the region. In addition, the Company is
constructing the Fadhili Gas Plant, which is expected to add up to 2.0 billion standard cubic feet per day and
0.5 billion standard cubic feet per day of gas processing capacity for the Hasbah and Khursaniyah fields,
respectively. The Fadhili Gas Plant is expected to produce natural gas, sulphur and low BTU natural gas to fuel a
cogeneration plant for supplying electricity to the national power grid.

The Company’s gas and NGL infrastructure currently consists of the following:

 eight gas processing plants—Berri, Shedgum, ‘Uthmaniyah, Hawiyah, Haradh, Khursaniyah, Wasit and
Midyan (Fadhili is currently under construction);

e two NGL recovery straddle plants—Hawiyah and Shaybah (the ‘Uthmaniyah Deep Ethane Recovery Plant
is currently under construction);
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 four NGL fractionation plants—Juaymah, Yanbu’, Ras Tanura and Wasit; and
¢ the MGS.

This infrastructure does not include the Shaybah processing capacity, since Shaybah gas capacity is used for
NGL recovery but does not contribute natural gas to the MGS. The decision to build the MGS was made in 1975
and the MGS has grown significantly as the Company expanded its associated and non-associated gas
production. The MGS collects natural gas produced in the Kingdom and distributes it in an efficient manner for
domestic power generation and to other end users.

The following chart illustrates the historical increases in gas processing capacity from 1980 to 2018 and planned
increases through 2022.
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Exploration and Production

The Company’s non-associated gas exploration activity has yielded a number of major discoveries with
particular success in the Ghawar area and in deep reservoirs in the Arabian Gulf. Currently, the majority of the
Company’s exploration activities relate to gas. The Company has enjoyed high success rates in locating new
reserves in known hydrocarbon basins adjacent to its existing fields and production infrastructure, allowing it to
meet growing domestic demand at low costs, but exploration in new basins with high potential is also being
carried out. The Company expects to further expand its proved natural gas reserves through new field
discoveries, new reservoir additions in existing fields, and the delineation and reassessment of existing reservoirs
and fields.

In addition to its gas exploration activities, the Company developed the Flaring Minimisation Programme, which
began nearly four decades ago with the introduction of the MGS. The programme provided for the Company to
capture associated gas from crude oil production and process it into products that can be sold in the Kingdom.
This enabled natural recovery and utilisation by capturing associated gas in crude oil and then processing and
availing it to industries and utilities across the Kingdom. In 2006, the Company developed and deployed its
Corporate Flaring Minimisation Roadmap, which established guidelines to further reduce and minimise its daily
flaring and install flare gas recovery systems. The Company remains committed to continue its efforts to further
reduce flaring levels.
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Reservoir Management and Production Strategy

The Company’s gas management and production strategy focuses on maximising economically recoverable gas
using the best available methods and technologies. The Company’s primary production strategy is focussed on
pressure depletion at moderate rates, with no aquifer support and little water production expected. The gas fields
also make extensive use of advanced technologies (for example, horizontal, multilateral, extreme reach wells,
multi-stage fracturing and underbalanced coiled tubing drilling), with compression projects being planned to
extend field plateaus. Due to demand patterns, with higher summer utilisation and lower winter production, there
is significant opportunity to optimise value. The spare capacity afforded by low winter demand enables the
Company to optimise value by balancing production between relatively mature fields with high-value liquids
content and newer fields with longer remaining plateau production but lower liquids content. The utilisation
pattern also allows efficient maintenance planning for long-term capacity optimisation. Further, optimisation to
increase gas plant utilisation and make more gas available during the high demand summer period is planned
through the implementation of a gas storage system using a partially depleted gas reservoir in the Ghawar area.

The Company expects its associated gas supply to remain stable due to the quality of its fields and ability to
replace reserves with low operational cost and risk. The Company has experienced a gradual decrease in the
gas-to-oil ratio of its production portfolio, due to an increase in heavy oil production. The Company expects to
compensate for this decrease in gas to oil ratio by increasing its total oil production volumes to maintain gas
production volume.

The Company has initiated an unconventional resources programme pursuant to which it is assessing several
areas within the Kingdom for their potential to deliver gas and associated liquids to help meet future domestic
energy needs. As at 31 December 2018, trial gas production to replace diesel for electricity generation had been
initiated in Northern Arabia, in an area that is not directly connected to the MGS. Trial production to evaluate the
production potential of source rock with high total organic content and tight reservoirs has been initiated in the
Jafurah and South Ghawar areas. Given the nature of unconventional resources, the Company will need to drill a
significant number of wells in each area before it can draw conclusions. The Company plans to further evaluate
unconventional resources in other areas.

Principal Gas Fields

The Company’s crude oil production provides a base load of associated gas, which is rich in liquids. The
Company’s non-associated gas fields vary widely in reservoir properties, depths, pressures and compositions. In
general, the southern area around the Ghawar field has rich gas at moderate depths and permeability, while the
northern offshore fields (Karan, Arabiyah and Hasbah) have leaner gas in deeper reservoirs with high
permeability. The Company’s gas fields are also generally located in close proximity to its oil fields. The
following descriptions summarise the Company’s associated and non-associated gas fields.

* Associated gas. Ghawar is the Company’s largest source of associated gas. Other major associated gas fields
include Khurais, Safaniyah, Zuluf and Marjan.

* Non-associated gas. The Company’s main non-associated gas fields are located in the southern and northern
regions of the Kingdom.

» Southern Area. The Company’s principal non-associated gas fields in the southern area of the Kingdom’s
Eastern Province are located in the greater Ghawar area, in the deeper horizons below the main oil-bearing
zones, and in the adjacent satellites of Ghazal, Midrikah, Nujayman and Tinat. The main gas-bearing
geological formations are the Khuff, Jauff and ‘Unayzah.

e Northern Area. The contribution of the northern area of the Kingdom’s Eastern Province to non-associated
gas production capacity has increased significantly since 2006 through the discovery of the Karan, Arabiyah
and Hasbah fields. These fields are highly productive and the Company applies its approach to well
management in order to achieve sustainable production over time. The fields currently produce to the
Khursaniyah and Wasit gas processing plants (with total gas processing capacities of 2.8 billion cubic feet
per day and 2.5 billion cubic feet per day, respectively). Below is a description of the Company’s three
primary northern gas fields:

e Karan. Karan was the Company’s first non-associated offshore gas field. Discovered in 2006, Karan
began production through existing facilities at Khursaniyah in 2011. Full production through new
dedicated facilities started in 2012 at 1.8 billion standard cubic feet per day.
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* Arabiyah. The Company discovered the Arabiyah field, which is located to the northeast of Karan and
straddles the international border between the Kingdom and Iran, in 2008 following the success of
Karan in the same deep Khuff formation. Arabiyah started production to feed the new Wasit Gas Plant
in early 2017.

* Hasbah. The Hasbah field was discovered in 2008 and was the third of the three major discoveries in
the Khuff formation. It lies slightly to the northwest of Arabiyah and straddles the international border
between the Kingdom and Iran. Hasbah is designed to contribute both to the new Wasit Gas Plant and
to the Fadhili Gas Plant (with total gas processing capacity of 2.5 billion cubic feet per day), which is
under construction and expected to be completed in 2019.

e Unconventional Opportunities. The Company’s unconventional resources programme is primarily focussed
in Northern Arabia, South Ghawar and Jafurah.

Gas Processing, NGL Recovery and Fractionation Facilities

The Company’s primary natural gas processing and fractionation facilities are located in three geographical
regions: Jubail, Ghawar and the Kingdom’s western area.

The facilities are strategically located near the Company’s fields to reduce transportation and pipeline
compression costs, as well as the time required to deliver gas products to market.

At the fractionation centres, gas and NGL streams are split into individual components: ethane (C2), propane
(C3), butane (C4) and natural gasoline (C5+). The ethane production is currently marketed domestically.
Propane, butane and natural gasoline are marketed both domestically and exported.

Delivery Commitments

Pursuant to the Concession, the Company is the exclusive supplier of natural gas in the Kingdom. The Company
sells natural gas to power generation plants primarily pursuant to long-term contracts and to customers in the
Kingdom’s industrial sector. The Company also exports a portion of its NGL production. The Company expects
to fulfil a portion of these commitments through the development of its proved reserves.

The Company’s supply of natural gas to domestic customers is regulated by the GSPR and the prices paid by
domestic customers are set by Resolutions issued from time to time by the Council of Ministers. See “Regulation
of the Oil and Gas Industry in the Kingdom—Law of Gas Supplies and Pricing” and “Regulation of the Oil and
Gas Industry in the Kingdom—Regulated Domestic Pricing of Certain Hydrocarbons™.

Downstream

The Company has a large, strategically integrated global downstream business. The downstream segment’s
activities consist primarily of refining and petrochemical manufacturing and supply, power generation, trading
and marketing operations. The downstream segment’s other business activities include crude oil sales, product
distribution, trading and marketing and power generation.

The Company operates its refining business through its wholly owned operations and affiliated refineries with
leading global industry partners, and aims to continue growing its downstream business. This growth is reflected
in the significant increase in its net refining capacity from 2.2 million barrels per day as at 31 December 2010 to
3.1 million barrels per day as at 31 December 2018. The Company’s net refining capacity as at 31 December
2017 made it the fourth largest integrated refiner in the world based on a comparison with third party refining
capacity data provided by the Industry Consultant. As at 31 December 2018, the Company had a gross refining
capacity of 4.9 million barrels per day. The Company expects the Jazan integrated petrochemical refinery and the
PRefChem integrated refinery and petrochemicals complex to commence operations by the end of 2019, which
will increase the Company’s gross refining capacity to 5.6 million barrels per day and net refining capacity to
3.7 million barrels per day.

In 2018, the Company’s downstream operations consumed 38% of the Company’s crude oil production. The
Company specifically designs and configures its refining system to optimise production using the crude oil it
produces, which helps improve supply chain cost and operational efficiency in its refining operations and
therefore supply of refined products to its downstream customers. The Company’s downstream portfolio is
highly sophisticated with many full conversion refineries, including SATORP and S-Oil.

The Company’s downstream operations began in 1945 when the Ras Tanura refinery started operations and
expanded with the acquisition of an in-Kingdom refining network from Samarec in 1993. Following these
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acquisitions, which included joint ventures with Mobil (later ExxonMobil) (SAMREF) and Shell (SASREF), the
most significant growth phase of the downstream business started in the mid-2000s in the Kingdom and has
continued through the present with the development of a number of international investments, mega refineries
and chemicals projects. The Company has entered into downstream ventures in and out of the Kingdom with
leading international refining and chemical companies, such as Mobil (Luberef) in 1998, Sumitomo (Petro
Rabigh) in 2005, Total (SATORP) in 2008, Sinopec (YASREF) in 2010, DowDuPont (Sadara) in 2011 and
Petronas (PRefChem) in 2018. Each of the Company and the relevant joint venture partner assumes an equity
interest and managerial role in the relevant downstream joint venture company, and the relevant refinery or
chemicals project is operated by the joint venture company. The Company believes these downstream
investments diversify its revenue by integrating its oil and gas operations to optimise value across the
hydrocarbon chain, supporting crude oil and gas demand and, in the case of international refining operations,
facilitate the placement of the Company’s crude oil in large offtake volumes relative to the Company’s equity
interest and capital costs.

In recent years, the Company has begun to take a more active role in its affiliates by increasing its equity
interests and management participation in order to ensure that they are operated efficiently and profitably. For
example, in 2015, the Company increased its 34.2% equity interest in S-Oil to a 61.6% economic interest (63.4%
on a non-diluted basis) and gained greater control over the company. The Company also has entered into
transactions to fully acquire certain downstream assets formerly held as part of joint ventures. For example, on
1 May 2017, the Company completed a transaction to separate and transfer the assets, liabilities and businesses
of its former Motiva joint venture with Shell and transferred certain assets and liabilities to a wholly owned
subsidiary of the Company. This transaction allowed the Company to assume sole ownership of the largest crude
oil refinery in the U.S. Gulf Coast with refining scale, access strategic infrastructure and a material scale
marketing network and pursue its independent downstream ambitions in key U.S. fuels markets. Moreover, on 31
December 2018, the Company acquired full ownership in ARLANXEO (an associate in partnership with
Lanxess). Furthermore, on 27 March 2019, the Company announced it had entered into a purchase agreement
with the PIF to acquire an approximately 70% equity interest in SABIC for total consideration of $69.1 billion.
SABIC manufactures chemicals, commodities, high performance plastics and steel and operates in over 50
countries. If consummated, the SABIC transaction would support significant expansion of the Company’s
downstream activities, particularly in its chemicals business. These transactions in the Company’s downstream
business are aimed to secure outlets for the Company’s crude oil and gas and advance the Company’s strategy to
further diversify operations to capture value from strategic integration.

The Company continues to play an active managerial role in other ventures in its global downstream portfolio.
The Company also is exploring new opportunities for downstream investments globally.

The Company has initiatives in place to improve operational and financial performance of its downstream
business, such as capacity increases, asset upgrades, improvements in product yield and petrochemical
integration. The Company believes it can achieve a number of these improvements with low capital
requirements. For example, the Company believes it can increase its net refining capacity in excess of 60,000
barrels per day through planned increases at SATORP and YASREF. These increases can be safely achieved at
existing refining assets as key units demonstrate an operational track record that allows the Company to increase
throughput. Moreover, the Company’s ongoing initiatives are also focussed on optimising petrochemicals
integration at existing facilities and develop new integrated facilities. Further projects are under consideration to
increase this level of integration and capture additional value across the hydrocarbon chain, with a focus on
integration of the Company’s refining assets on a material scale.

Refining

The Company operates one of the world’s largest refining businesses, with gross throughput of 4.7 million
barrels per day for 2018. The Company’s refining operations allow it to transform its crude oil and natural gas
into refined products and chemicals to supply the Kingdom and international markets. The Company specifically
designs and configures its refining system to optimise production using the crude grades the Company produces,
which helps improve supply chain cost and operational efficiency in its refining operations and therefore supply
of refined products to its downstream markets.
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The Company’s refining operations are conducted in the Kingdom and internationally through wholly owned and
affiliated refineries. The following table sets forth the gross capacity of the Company’s refineries as at
31 December 2018.

Capacity

(mbpd)
In-Kingdom wholly owned(® . . ... 930
In-Kingdom joint ventures and jOInt OPErations . . ... .. .. ..ot uu ettt et 1,905
International(® . . . .. 2,029

(1) Not including additional refining capacity of 400,000 barrels per day from Jazan, which is expected to commence operations in 2019.
(2) Not including additional refining capacity of 300,000 barrels per day from PRefChem, which is expected to commence operations in
2019.

The Company’s strategy is to continue increasing its in-Kingdom refining capability and expand its strategically
integrated downstream business in high-growth economies, such as China, India and Southeast Asia, while
maintaining its current participation in material demand centres, such as the United States, and countries that rely
on importing crude oil, such as Japan and South Korea. Consistent with the Company’s downstream strategy, the
Company has formed two refining and petrochemical joint ventures with Petronas, the Malaysian NOC,
collectively known as PRefChem. The PRefChem joint ventures include a 300,000 barrel per day refinery, an
integrated steam cracker with capacity to produce 1.3 million tonnes of ethylene with associated propylene,
butadiene, benzene, polyolefins and ethylene glycol facilities, all of which are located in Johor, Malaysia,
adjacent to Singapore, Asia’s refined products trading hub. The Company expects these facilities to be
commissioned during 2019 and that the Company will provide a significant portion of PRefChem’s crude supply
under a long term supply agreement. The Company believes this presents an expansion opportunity in Southeast
Asia and offers new markets for its crude oil production.

Recent investments in the refining portfolio include Jazan, which is expected to commence operations in 2019,
and a residue upgrading and petrochemicals complex project at S-Oil which was commissioned in 2018.

The Company seeks to optimise its production of refined products and maximise refinery and petrochemical
utilisation and margins. The following table sets forth the Company’s consolidated and equity share of
production volume for its principal refined products for each of 2017 and 2018.

Year Ended
31 December
2017 2018

Consolidated basisV: (mbpd)
DaeSel . . . 747 762
GaSOLINE . . .\ttt e 422 416
Jet fuel/KerOSene . . ... .o 145 156
FUuel 01l . . ..o 345 315
Other L 233 235
Total in-Kingdom refinery production® . ....... ... ... .. ... .. ... .. ... .. .. .. ... .... 1,891 1,884
GaSOLINE . . .ottt 342 447
Jet fUCl/KEIOSENE . . . .o e 212 312
DSl . .o 167 194
FUel 01l . .o 109 97
O her L 276 306
Total international refinery production® .. ... ... ... .. .. ... ... . ... .. .. ... .. .. ... ... ﬂ I,Sj
Total production — fully consolidated basis .................... ... ... .. ............ 2,998 3,239
Equity basis®):

Total in-Kingdom refinery production . ........ ... .. ... i 1,891 1,884
Total international refinery production ... .......... .. i 1,148 1,193
Total production —equity basis ............ .. .. .. ... .. ... 3,039 3,077

(1) Represents production from the Company and its affiliated entities on the same basis that such entities are consolidated in the Financial
Statements.

(2) Primarily includes naphtha, LPG and asphalt, in addition to lubricants and chemicals for certain international affiliates.

(3) On a consolidated basis, the Company recognises its equity share of production from in-Kingdom refineries.

(4) Includes 100% of S-Oil production for all periods presented and 100% of Motiva production after 1 May 2017.

(5) Represents production from the Company and its affiliated entities on the basis of the Company’s equity stake in such entities.
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The following chart illustrates the changes in the Company’s refining capacity from 2006 to 2019.
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The Company’s consolidated share of its global refining system produced 3.2 million barrels per day of refined
products in 2018. In general, with respect to the Company’s international joint ventures, the joint venture
company handles all or a portion of the local marketplace sales and each joint venture partner offtakes its equity
share of refined products that are not sold by the joint venture. The Company takes its full equity share of the
refined products produced in the Kingdom and, in the case of Petro Rabigh, 100% of the refinery products, into
its wholly owned distribution and trading system.

Domestic Refining

The majority of the Company’s refining operations are located in the Kingdom. The Company’s domestic wholly
owned and affiliated refineries receive all their crude oil, NGLs and natural gas supply from the Company’s
upstream production. As a result, in 2018, the Company placed 25% of its crude oil production, or 2.6 million
barrels per day, to its in-Kingdom refineries. In addition, 0.2 million barrels per day of condensate were placed to
the Company’s in-Kingdom refineries in 2018. The Company’s equity share of refined products and the refined
products it produces through its wholly owned refineries located within the Kingdom are primarily distributed
wholesale to domestic fuels retailers and industrial customers though the Company’s pipelines, distribution and
terminals system. The balance of the Company’s share of domestically refined products is exported to
international markets by its sales and trading arm. For further information regarding the Company’s supply and
trading, see “—Trading”.

Domestic Wholly Owned Refining Operations

Once Jazan becomes operational, the Company will have four wholly owned refineries within the Kingdom,
three of which were built specifically to supply transportation and utility fuels for the domestic marketplace. In
November 2017, the Company closed the Jeddah refinery and converted the complex to a distribution hub.

The following table provides data about the Company’s domestic wholly owned refineries as at 31 December 2018.

Asset Type Capacity Throughput Utilisation

(mbpd) (mbpd) (%)
RasTanura ......... ... . Refining 550 528 96
Yanbu ... Refining 250 251 100
Riyadh . ... Refining 130 139 107

TOtAl ... 930 918 99%

* Ras Tanura. The Ras Tanura Refinery is located in the Eastern Province of the Kingdom and was completed in
1941. Operations began in 1945 with a number of major expansions and upgrades over the subsequent years
creating the largest refinery in the Middle East and one of the largest in the world by capacity. The refinery has
a gross refining capacity and a net refining capacity of 550,000 barrels of crude oil and condensate per day.
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e Yanbu’. The Yanbu’ Refinery is located in the Kingdom’s western area and was completed in 1983. It has a
gross refining capacity and a net refining capacity of 250,000 barrels of crude oil per day.

e Riyadh. The Riyadh Refinery is located in the Kingdom’s central area and receives its crude from the East-
West pipeline. The refinery has a gross refining capacity and net refining capacity of 130,000 barrels of crude
oil per day.

e Jazan. The Jazan Refinery and Terminal is an integrated refinery and petrochemical project under construction
in the Jazan Province of the Kingdom. Jazan is expected to commence operations in 2019 with a full capacity
to process 400,000 barrels of crude oil per day in 2020.

Domestic Affiliated Operations

The Company has five domestic affiliated refineries within the Kingdom. These refineries are highly competitive
with other world-class facilities based on scale, configurations and product yields. Through its long term supply
agreements with these ventures, the Company has the right to supply all crude processed at these refineries. In
2018, the Company placed 18% of its crude oil production, or 1.9 million barrels per day, to its domestic
affiliated refineries. All five of these in-Kingdom refineries manufacture products both for domestic consumption
and export.

The following table provides data about the Company’s domestic affiliated refineries as at 31 December 2018.

Economic
Asset Type Capacity Throughput Interest Utilisation Partner
(mbpd)  (mbpd) (%) (%)
SATORP ... ... ... ... ... ... ... Refining and
petrochemical 400 418 62.5 105 Total
YASREF ... .. .. .. .. . oL Refining and
petrochemical 400 421 62.5 105 Sinopec
SAMREF .......... ... ... ... ... Refining 400 328 50.0 82  ExxonMobil
SASREF ..... ... .. .. ... ... ... Refining 305 307 50.0 101 Shell
PetroRabigh ..................... Refining and
petrochemical 400 387 37.5 97 Sumitomo
Total ........................... 1,905 1,861 98 %

e SATORP. SATORP is a joint operation between the Company and Total that owns and operates the Jubail
refining and manufacturing complex located on the east coast of the Kingdom. The refinery has a gross
refining capacity of 400,000 barrels of crude oil per day and a net refining capacity of 250,000 barrels of crude
oil per day.

e YASREF. YASREF is a joint operation between the Company and Sinopec that owns and operates a full
conversion refinery located in the Yanbu’ manufacturing complex on the west coast of the Kingdom, Yanbu’
Industrial City. The Yanbu’ facilities include a complex refinery with a gross refining capacity of 400,000
barrels of crude oil per day and a net refining capacity of 250,000 barrels of crude oil per day.

e SAMREF. SAMREF is a joint operation between the Company and ExxonMobil that owns and operates a
refinery located in the Yanbu’ manufacturing complex on the west coast of the Kingdom. It has a gross
refining capacity of 400,000 barrels of crude oil per day and a net refining capacity of 200,000 barrels of crude
oil per day.

* SASREF. SASREF is a joint operation between the Company and Shell that owns and operates a refinery
located in the Jubail manufacturing complex on the east coast of the Kingdom. It has a total gross refining
capacity of 305,000 barrels of crude oil per day and a net refining capacity of 153,000 barrels of crude oil per
day.

e Petro Rabigh. Petro Rabigh owns and operates a highly integrated refining and petrochemical facility located
in Rabigh on the west coast of the Kingdom. The Petro Rabigh facility has a gross refining capacity of 400,000
barrels of crude oil per day and a net refining capacity of 150,000 barrels of crude oil per day. Petro Rabigh is
a publicly traded company listed on Tadawul and is 37.5% owned by each of the Company and Sumitomo.

International Refining

The Company’s international refining footprint is focussed in key growth markets, particularly in Asia, that offer
an opportunity for the Company to place its crude oil and reach new customers in growing economies that are net
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importers of crude oil. In 2018, the Company’s net refining capacity for its operational international wholly
owned and affiliated refineries was 1.2 million barrels per day. That year, the Company supplied 1.3 million
barrels per day of crude oil to its international wholly owned and affiliated refineries, which exceeded its equity
ownership share by 140,000 barrels per day (12% higher than its equity ownership). Product sales by the
Company’s international ventures are generally facilitated by a distribution system owned by the respective joint
venture through over 11,500 branded company-owned company-operated or dealer-owned dealer-operated retail
networks.

The following table provides data about the Company’s international refining operations as at 31 December
2018.

Gross
Refining Retail
Asset type Location Capacity Throughput Economic Interest Utilisation Partner sites
(mbpd) (mbpd) (%) (%)
Motiva (Port Arthur Refinery) ........ Refining and
petrochemical u.s. 635 654 100.0 103 — >5,000
S-Oil ... Refining and South
petrochemical ~ Korea 669 657 61.6() 98 — >2,100
FREP ...... ... ... ... ... .. ... Refining and Sinopec,
petrochemical ~ China 280 176 25.0 63  ExxonMobil N/A
Sinopec,
SSPC ... . Marketing China — — 22.5 — ExxonMobil >1,000
ShowaShell ...................... Refining and
petrochemical  Japan 445 429 15.1 96 — 3,400

Total ........................... 2,029 1,916 94

(1) Economic interest in S-Oil on a fully diluted basis. On a non-diluted basis, the Company’s shareholding in S-Oil is 63.4%.

* Motiva. Motiva’s Port Arthur refinery, located in Port Arthur, Texas, is the largest single site crude oil refinery
in North America, with a gross refining capacity and a net refining capacity of 635,000 barrels of crude oil per
day, 24 distribution terminals with 8.2 mmbbl storage capacity and access to strategic pipeline systems in the
eastern and southeastern regions of the United States. Motiva was formed in 1998 when Shell merged its
eastern and southeastern U.S. operations with Star Enterprise, a joint venture between Texaco and Saudi
Refining. From 2002 until May 2017, Motiva was a joint venture between the Company and affiliates of Shell.
On 1 May 2017, the Company completed a transaction to separate and transfer the assets, liabilities and
businesses of its former Motiva joint venture with Shell pursuant to which the Company received full
ownership of the Motiva refinery. The Company also obtained rights to a ten year licence to sell fuels under
the Shell brand in more than 5,000 Shell-branded and 76-branded retail service stations and unbranded
wholesalers located in Texas and six other states in the Southeast and mid-Atlantic regions of the United
States. The Company’s full ownership of Motiva is consistent with its strategy to increase ownership and
control of its international ventures.

e S-0il. S-Oil’s principal business activity is manufacturing and selling refined, lubricant and petrochemical
products and importing and exporting crude oil products. S-Oil’s Onsan Refinery in Ulsan, South Korea has a
capacity of 669,000 barrels of crude oil per day. S-Oil has a network of more than 2,100 retail service stations
to serve end customers. S-Oil is a publicly traded corporation listed on the Korean stock exchange.

e FREP. FREP is an international joint venture between the Company, ExxonMobil and Fujian Petrochemical
Company Limited (itself a joint venture between Sinopec and the Fujian provincial government). FREP is a
large-scale refining and petrochemical enterprise located in Quanzhou, China. It has gross refining capacity of
280,000 barrels per day and a net refining capacity of 70,000 barrels per day. The refinery processes a mix of
Arabian crude oils to produce high-quality gasoline, diesel and jet fuel. FREP also owns and operates
petrochemical facilities, including a 830,000 tonnes per year paraxylene complex, a 1.1 million tonnes per year
ethylene steam cracker with associated polyethylene, polypropylene and ethylene glycol plants as well as a
300,000 deadweight-tonne crude oil terminal.

e SSPC. SSPC is the fuels distribution and marketing venture between the Company, ExxonMobil and Sinopec.
SSPC sells wholesale and retail motor gasoline and diesel to customers in Fujian Province through more than
1,000 retail sites and 17 distribution terminals, seven of which are owned by the joint venture. SSPC has
exclusive rights to market FREP gasoline and diesel products in Fujian Province.

e Showa Shell. Showa Shell owns and operates approximately 3,400 Shell branded retail service stations in
Japan and has equity stakes in three refineries in Japan that produce refined products, propylene, benzene and
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mixed xylene. Showa Shell’s sales in Japan are primarily gasoline, kerosene and automotive lubricants. Its
international sales include aviation fuel as well as marine bunkers and lubricants. Showa Shell is expected to
merge with Idemitsu Kosan Co. Ltd on 1 April 2019.

* PRefChem. PRefChem is an integrated refinery and petrochemicals development project involving multiple
parties in Johor, Malaysia, which is adjacent to the regional trading hub of Singapore. The Company and
Petronas are involved in the joint development of PRefChem. PRefChem is expected to be supported by third
party utilities and infrastructure facilities, including a deep-water oil terminal, an LNG regasification plant,
crude and LNG storage and a co-generation power plant and is expected to supply feedstock to third party
downstream petrochemical plants. PRefChem is expected to have the capacity to process 300,000 barrels of
crude oil per day and produce Euro 5 gasoline and diesel and other refined products as well as feedstock for
the production of three million tonnes per year of petrochemical products. The project will provide the
Company with long-term placement of 150,000 barrels per day, with an option for an additional 60,000 barrels
per day, of Arabian crude and the offtake rights for 50% of production, including gasoline, diesel, kerosene,
olefins, polymers and glycol. As at 31 December 2018, the project was 88% complete with commissioning
activities underway.

Lubricant Base Oil Products

Three of the Company’s downstream facilities, Luberef, Motiva and S-Oil, are major producers of Group I,
Group II and Group III base oils. In 2018, the Company sold 4.1 million tonnes of base oils. The Company has
an interchangeable Group II global slate incorporating Luberef, S-Oil and Motiva base oil production through
two technical programmes covering API and ACEA certification requirements. This allows customers to source
base oils meeting their existing specifications for finished lubricants from any one of the Company’s lubricant
base oil facilities.

The following sets forth a description of the Company’s base oil operations.

e Luberef. Luberef is an affiliate whose shareholders are the Company and Jadwa Industrial Investment
Company that supplies base oils to major lubricant blenders operating around the world. Luberef produces
high-quality base oil at an optimised grade mix from its two production facilities that are strategically located
in Jeddah and Yanbu’. In January 2018, Luberef commissioned new Group II base oils facilities which
increased Luberef’s total base oil production capacity from 550,000 tonnes to 1,100,000 tonnes.

* Motiva. Motiva supplies Group II and speciality base oils in the Americas and Europe to major IOCs, such as
BP and Shell, and domestic blenders, such as Citgo. Motiva’s branded base oils are used to manufacture
products conforming to API Engine Oil Licensing System, European Automobile Manufacturers’ Association,
Original Equipment Manufacturers and other recognised industry standards for automotive and industrial
lubricants.

* S-0il. S-0Oil was founded in 1976 in South Korea. S-Oil manufactures high-quality base oils in a full range of
Group I, Group II and Group III base oil products used by customers around the world.

In 2017, the Company created, developed and registered three new brand names for its base oils: aramcoDURA
for Group I base oil, aramcoPRIMA for Group II base oil, and aramcoULTRA for Group III base oil. To further
integrate its downstream business, the Company is working towards consolidating the marketing and sales of
these branded base oils by Luberef, Motiva and S-Oil to offer a unified slate of interchangeable products to its
base oils customers.

Chemicals

The Company’s chemicals business represents an extension of the hydrocarbon value chain and strategically
complements the Company’s refining operations. The Company’s growing operations in chemicals include
participation in high-growth chemical markets with demand from industries such as packaging, automotive and
appliances. The Company’s chemicals business has increased its net chemical production capacity to 16.8 million
tonnes per year as at 31 December 2018. The Company expects the Jazan integrated petrochemical refinery and
the PRefChem integrated refinery and petrochemicals complex to commence operations by the end of 2019,
which will increase the Company’s net chemical production capacity to 20.8 million tonnes per year.
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The following chart illustrates growth of net production capacity in the Company’s chemicals business from
1992 to 2019.
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The Company is the primary supplier of feedstock required by its chemicals facilities in the Kingdom. All the
Company’s affiliated chemicals facilities in the Kingdom and most of its affiliated chemicals facilities outside
the Kingdom include plants integrated with refineries, which provide additional production flexibility and
opportunities for cost competitiveness.

The Company intends to further integrate its chemicals business with its refining operations, increase its
chemicals production capacity through debottlenecking or new assets and increase its presence in developing and
new markets to support the Company’s long-term growth strategy. Integration with refining allows the Company
to capture additional margins, balance refinery system production and reduce margin volatility. Further
integration also supports the production of more complex, higher-value chemicals and speciality products.
Together with this capacity and portfolio growth, the Company seeks to further utilise its marketing capabilities
by securing product offtake from its affiliates, which would allow the Company to capture margins at each stage
of the hydrocarbon value chain, from upstream crude production to downstream polymer product sales and
distribution.

The core of the Company’s petrochemical manufacturing is conducted through its affiliates located in the
Kingdom, China, Japan, South Korea and the Netherlands with leading industry players, including DowDuPont
(Sadara), ExxonMobil (SAMREF), Shell (SASREF), Sinopec (YASREF), Sumitomo (Petro Rabigh) and Total
(SATORP). Through these affiliates, the Company produces commodity and differentiated petrochemicals. The
Company has strategic positions domestically and internationally, and benefits from technical and operational
knowledge transfer.

In addition to technologies developed in-house, the Company’s integrated chemicals business benefits from its
access to advanced technologies from leading partners and acquisitions, access to customers, and pipeline of
future growth projects.

The following table and paragraphs provide data and descriptions concerning the Company’s standalone
chemicals facilities as at 31 December 2018. The Company uses the term standalone chemicals facilities to refer
to chemicals production facilities in which refined products are not also produced.

Economic Nature of
Interest Location Activities Chemicals Production
Sadara ............. ... .. ..... 65.0%  Kingdom  Petrochemical Olefins, polyethylene, ethylene
oxide, butyl glycol, amines,
propylene oxide, propylene
glycol, polyols, isocyanates
ARLANXEO ................. 100.0% Netherlands Petrochemical Synthetic rubber and elastomers

e Sadara. Sadara is a joint venture between the Company and DowDuPont that was established in October 2011.
Sadara is the world’s largest integrated chemicals complex built in a single phase. With its feedstock of
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85 million standard cubic feet per day of ethane and 53,000 barrels per day of naphtha, it has the capacity to
produce more than three million tonnes per year of high value added chemicals products and performance
plastics. Sadara is also the world’s largest fully integrated isocyanates site. Sadara has the right to market all of
the products for sale within the Kingdom as well as the wider Middle East region, and DowDuPont markets
any remaining volumes outside the Middle East. Sadara’s product end markets include the pharmaceutical,
automotive and consumer goods industries.

e ARLANXEO. ARLANXEO develops, produces, markets, sells and distributes performance synthetic rubbers
and elastomers used by global tyre and auto parts manufacturers and the construction and life science
industries. From April 2016 to December 2018, ARLANXEO was an associate of the Company in partnership
with Lanxess, a German speciality chemicals company. On 31 December 2018, the Company completed a
transaction to purchase Lanxess’ ownership in ARLANXEO.

In addition to its standalone chemicals facilities, the Company’s integrated refining and chemicals operations
include the following affiliates:

Economic
Interest Location Chemicals Production

Domestic Operations: (%)

SATORP ...... ... ... ... . .. ... 62.5 Kingdom  Benzene, Paraxylene, Propylene

YASREF ... ... ... 62.5 Kingdom  Benzene

SASREF ... ... ... ... ... ... 50.0 Kingdom  Benzene

PetroRabigh ........................ 37.5 Kingdom  Ethylene, Propylene, Polyethylene,
Polypropylene, Propylene Oxide,
Paraxylene, Benzene, Monoethylene
glycol, Phenol/acetone, Poly-methyl-
methacrylate, Nylon

International Operations:

S-O1l ... 61.6(0  South Korea Paraxylene, Benzene, Toluene, Xylene,
Propylene, Polypropylene, Propylene
oxide

PRefChem® ........................ 50.0 Malaysia  Propylene, Ethylene, Benzene, MTBE,
Butadiene, Polyethylene, Polypropylene,
Ethylene glycol

FREP . ... .. 25.0 China Olefins, Butadiene, Polyethylene,

Polypropylene, Glycols, Benzene,
Paraxylene, Mixed C4s

(1) Economic interest in S-Oil on a fully diluted basis. On a non-diluted basis, the Company’s shareholding in S-Oil is 63.4%.

(2) PRefChem is expected to commence operations in 2019.

The Company’s refinery assets are located in close proximity to major industrial and manufacturing hubs and,
given their locations, have potential for asset upgrades. Their locations also present significant opportunities to
develop petrochemicals complexes and associated value parks adjacent to the refining sites, similar to the
PlasChem Park adjacent to the Sadara facilities and the PlusTech Park adjacent to the Petro Rabigh facilities. The
Petro Rabigh facility includes a 1.58 million tonne per year ethylene cracker, a 0.92 million tonne per year
propylene fluid catalytic cracking unit and a 1.34 million tonne per year paraxylene complex, with associated
polyethylene, polypropylene, phenol/acetone, ethylene glycol, propylene oxide and speciality polymer plants.

Commodity Petrochemicals (Olefins and Aromatics)

The Company produces commodity petrochemicals including ethylene, propylene, paraxylene and benzene,
which are either sold to third party customers or used actively to produce downstream derivatives such as
polymers or chemicals intermediates. Ethylene is the Company’s primary product and is the most widely-used
chemical in the petrochemical industry.

Differentiated Petrochemicals (Polyolefin, Elastomers and Polyurethanes)

Polyolefin. The Company’s principal polyolefins are polyethylene and polypropylene. Polyolefins are primarily
used in the manufacturing of packaging, automobiles, construction materials and a variety of consumer goods.

Elastomers. Synthetic rubber and elastomers are widely used in the manufacture of tyres, automotive parts,
housewares, shoes, toys and other industries. ARLANXEQO is the leading global supplier of such products
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Polyurethanes. Propylene oxide, polyols and isocyanates are the essential building blocks for the polyurethane
industry, with end uses in automotives, furniture, construction, appliances, coatings and adhesives.

The following table sets forth the Company’s gross capacity and net capacity for each type of its commodity
petrochemicals, principal polyolefins, synthetic rubber and elastomers and other chemicals as at 31 December
2018.

Gross Capacity® Net Capacity®

(in thousand tonnes)
Commodity petrochemicals:

Ethylene . ... ... 4,299 1,915
Propylene . . . ...t 3,957 1,986
Paraxylene ... ... ... 3,957 1,986
Benzene . ... 2,376 1,123
Other aromatiCs . . ...t e e e e e e e 3,276 1,555
Principal polyolefins:

Polyethylene .. ......... . i 2,985 1,309
Polypropylene ... ... . . 1,773 688
Synthetic rubber and elastomers:

Synthetic rubber and elastomers . ............. ... .. .. ... 2,039 1,915
Other chemicals (including polyurethanes):

Intermediates .. ... .o 1,491 769
DerivatiVes . ..o 7,050 3,532

(1) Capacity reflects full capacity at Arlanxeo following the Company’s purchase of a 100% ownership interest in Arlanxeo, which closed
on 31 December 2018.

Pipelines, Distribution and Terminals

The Company supplies oil products to customers throughout the Kingdom, which provides it with reliable
demand and allows for high utilisation of its domestic refining system. In order to meet this demand and help
ensure high levels of supply reliability, the Company has made significant investments in The Company’s Oil
Supply Planning and Scheduling Department (“OSPAS”). OSPAS employs a global distribution system that
utilises sophisticated control and monitoring hardware and highly skilled personnel to ensure highly reliable
operations that maximise the value of the crude oil and other products produced and sold by the Company.
OSPAS gains unique market insights from a wide variety of sources, including the Company’s customers,
product supply and price data and trading and marketing networks. OSPAS then conveys these market insights to
the upstream and downstream businesses to improve operations. In addition, the Company’s Kingdom-wide
distribution network includes pipelines, bulk plants, air refuelling sites and terminals that deliver crude oil, NGL,
natural gas and refined products. This network provides control and cost optimisation of the entire supply chain
from well-head to the end customer.

In addition, the Company is a partner in a joint venture, The Arab Petroleum Pipeline Company (Sumed
Company), which operates the Sumed pipeline, an oil pipeline that runs from the Red Sea to the Mediterranean
Sea through Egypt and provides an alternative to the Suez Canal.
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The following map illustrates the Company’s key domestic downstream infrastructure as at 31 December 2018.
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Trading

In 2018, the Company traded, an average of 4.0 million barrels per day of refined petroleum products, 1.6 million
tonnes per year of liquid chemical products and 715 thousand tonnes per year of polymers. The Company trades
internationally and delivers the Company’s refined products to customers using spot chartered and time chartered
vessels.

With the recent increase in scale of the Company’s downstream operations, the Company is well positioned to
use its production and distribution network to optimise its supply and trading capabilities. By controlling the
production, refining and distribution processes and integrating them with the Company’s trading business, the
Company seeks to ensure that customers receive reliable service and consistent products. In addition, there is the
potential to optimise product flows on a domestic and international basis across regional and global supply chains
to maximise value.

Power

As at 31 December 2018, the Company’s power business comprised 16 captive power plants and associated
transmission and distribution assets located in the Northern, Central, Western and Southern areas of the
Kingdom. These assets are primarily designed to provide electricity and steam to the Company’s upstream oil
and gas production facilities, gas processing plants and wholly owned downstream refineries in a safe, reliable
and profitable manner. Certain of these power assets are wholly owned by the Company and some are owned by
joint ventures in which the Company has an ownership interest. The Company also enters into offtake
arrangements with independent power producers. In addition, the Company currently owns a 6.9% stake in the
Saudi Electricity Company, the Kingdom’s national electricity utility company, and a 24.81% stake in Marafiq, a
domestic utility company that serves the industrial areas of Jubail and Yanbu’.
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As at 31 December 2018, the Company had 6.54 gigawatts of power generation capacity as further detailed in the
table below.

Ownership  Offtake Entitlement /

Power Supply Model Total Capacity Interest Contractual Obligation

Wholly owned by the Company ...................... 4,014 megawatts 100% N/A

Jointventures ........ ... ... 885 megawatts 50%M 885 megawatts

Owned by third party power producers .. ............... 1,643 megawatts 0% 1,643 megawatts

(1) The power plant will be transferred to the Company in 2037 pursuant to an agreement among the joint venture partners for no further
consideration.

(2) The power plant will be transferred to the Company in 2026 pursuant to an agreement among the joint venture partners for no further
consideration.

In 2018, the Company generated 4,757 megawatts of power, of which 2,470 megawatts of wheeled power and
1,267 megawatts of spill power was transferred to the national grid. The Company has made recent investments
through a joint venture arrangement with Power Cogeneration Plant Company (PCPC), which brought online a
total of 885 megawatts of capacity to generation facilities at Abqaiq, Hawiyah, and Ras Tanura.

The Company expects its power generation capacity to grow to 12.20 gigawatts by 2020 as a result of ongoing
investments, furthering its aims to transition the Company’s power requirements from third parties to self-
sufficiency in electricity and cogenerated steam, as well as reduce consumption of higher value liquids for power
generation. These investments include two power plants currently under construction. The Company anticipates
that its power business will continue to pursue other growth opportunities.

Geographic Locations and Operations

The Company’s head office is located in the city of Dhahran in the Kingdom. The Company operates in eight
locations within the Kingdom and 20 locations overseas.

Technology

The Company assesses, develops and incorporates new technology in a manner tailored to the Company’s
operations to ensure the long-term sustainability of its business, enhance its operational efficiency, increase
profitability and reduce the environmental impact of its operations. The scale of the Company’s hydrocarbon
reserves and operational capabilities enable it to realise significant benefits and value from otherwise marginal
technological benefits.

The Company focusses its technology initiatives in three areas: upstream, downstream and sustainability.
Upstream technology development is directed primarily to improving methods for discovering new hydrocarbon
reserves, improving oil recoveries, increasing productivity, discovering novel catalysts and reducing lifting costs.
Downstream technology development is dedicated primarily to maximising value across the hydrocarbon chain
and finding new and improved methods of producing products. Sustainability technology development is aimed
at growing non-fuel applications for crude oil, sustaining low carbon intensity crude oil, advancing sustainable
transport and driving high-impact low carbon intensity solutions.

As at 31 December 2018, no individual intellectual property asset or application is considered material to the
Company, nor does the business of the Company depend on any such intellectual property asset.

IT and Cybersecurity

The Company relies on the security of information technology and operational technology systems. It has
programmes, controls and processes in place designed to protect Company data and systems, to ensure business
continuity and operational recovery and to repel intrusion attempts. To respond to an ever-changing cyber threat
landscape, the Company has instituted a cybersecurity governance management model for its operations in the
Kingdom, led by a Chief Information Security Officer, whose office reviews and adapts data security policies,
manages the cybersecurity programmes and mandates relevant processes, capabilities and technologies. The
Company addresses cybersecurity at senior levels, including Board consideration and oversight of the
Company’s cybersecurity posture and assessment of risks.

One of the Company’s main technology strengths is the communication and computing infrastructure it has built
in the Kingdom to provide connectivity and computing solutions to its domestic operations infrastructure, which
the Company continuously monitors for security events from multiple locations. This infrastructure reaches
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remote areas and connects the Company’s upstream and downstream hydrocarbon facilities, including cross-
country pipelines. The Company’s infrastructure also includes satellite services that extend connectivity to both
offshore and onshore drilling operations and marine services. The Company’s infrastructure additionally includes
a high availability (Tier-4) Corporate Data Centre, and a remote Disaster Recovery Site to further promote
resilience and recovery.

Despite the presence of cybersecurity programmes, controls and processes, attempts to breach Company
networks have been successful in the past, and the Company’s operations remain potentially vulnerable to
additional known or unknown threats. For further information on cybersecurity risks, see “Risk Factors—Risk
Factors Relating to the Company—The Company’s operations are dependent on the reliability and security of its
IT systems”.

Environment, Health and Safety
Environment

The Company’s operations are subject to a number of environmental laws, regulations, protocols and policies in
each of the jurisdictions in which it operates, governing, among other things, generation, storage, handling, use,
disposal and transportation of hazardous materials, the emission and discharge of hazardous materials, ground
water use and contamination, discharges of water, soil contamination, hazardous substances and wastes,
industrial hygiene and occupational health. The Company seeks to comply with all applicable environmental
laws, regulations and corporate policies. In addition, for its operations within the Kingdom, the Company strives
to comply with the Kingdom’s regulations and regional protocols. Where there are no established national
regulations in the Kingdom, the Company has developed environmental standards aligned with many industry
best practices and compatible with the Kingdom’s environmental protection objectives. The Company aims to
ensure that its facilities are designed, constructed, and operated in compliance with these standards. The
Company applies these standards from the early stages of a project’s site selection and engineering designs
through its operational life cycle. Environmental scrutiny in the form of monitoring programmes, scheduled
compliance and performance assessments and environmental studies forms part of a broader process aimed at
identifying environmental gaps, as well as performance enhancement opportunities. Each subsidiary is
responsible for establishing its own environmental compliance framework and monitoring ongoing compliance.

The Company’s EMP provides a framework for achieving the Company’s environmental objectives in the
Kingdom. As at 31 December 2018, it included 36 capital projects aimed at reducing emissions of air pollutants,
maximising wastewater reuse and enhancing the quality of transportation fuels. Since inception of the EMP in
2001, the Company has invested over SAR 45 billion to reduce the environmental impact of its operations within
the Kingdom. Future expenditures include capital projects relating to the clean fuels complex and diesel
hydrotreater unit at the Ras Tanura Refinery, vapour recovery facilities at the Ras Tanura Sea Islands and sulphur
recovery unit upgrades and other remediation measures at certain refineries and gas plants, including the Riyadh,
Ras Tanura and Yanbu’ refineries and the Berri, Khursaniyah and Wasit gas plants. For a description of the
domestic environmental regulations to which the Company is subject and the multilateral environmental
agreements to which the Kingdom is a party that are relevant to the Company’s operations in the Kingdom, see
“Regulation of the Oil and Gas Industry in the Kingdom”.

The Company owns or operates, and in the past has owned or operated, various facilities at which releases of oil,
oil products or chemicals have occurred or may have occurred, including releases from coastal facilities into the
marine environment. Releases sometimes occur due to downstream facilities failing to properly control and
operate dewatering processes at tanks that receive large quantities of water from upstream activities or due to
issues stemming from hydrocarbon-incompatible sealants. The Company has measures in place to prevent
releases that might occur and seeks to remediate occurrences from facilities that it owns or operates.

Within the Kingdom, the Company works to identify and control sources of contamination in soil and
groundwater through site characterisation, monitoring and risk assessment. Since 2007, the Company has
implemented a groundwater remediation programme to systematically and consistently identify and implement
clean-up measures at impacted wholly owned Company facilities within the Kingdom. This programme
quantifies risks that contaminated soil or groundwater pose on human health and the environment and also
develops appropriate corrective solutions tailored to specific facilities. A key component of this programme is the
prevention stage, which involves addressing soil and groundwater contamination sources, reviewing project
designs and environmental impact assessments and conducting field investigations. In 2016, the Company
completed a chemical spill risk assessment for its wholly owned operations in the Kingdom. The assessment
evaluated risks associated with potential hazardous chemical spills for onshore and offshore wholly owned
operations within the Kingdom.
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As at 31 December 2018, the Company and its consolidated subsidiaries established a provision of SAR
849 million ($226.4 million) for environmental liabilities. The Company relies on engineering studies, historical
and technical experience, generally accepted accounting standards and other factors to identify and evaluate
environmental-related reserves. The primary wholly owned sites within the Kingdom covered by this reserve
include several oily ponds, the Al-Hasa bulk plant, the Duba bulk plant, the Jeddah refinery (which was closed in
November 2017), the Tabuk bulk plant and the Yanbu’ terminal. The Company’s investigation and remediation
of contamination associated with its wholly owned facilities in the Kingdom is primarily undertaken voluntarily.

The Kingdom has a small number of large and productive oil reservoirs, low per barrel gas flaring rates and low
water production, resulting in less mass lifted per unit of oil produced and less energy used for fluid separation,
handling, treatment and reinjection, all of which contribute to low upstream carbon intensity. According to an
article published in the 31 August 2018 edition of Science Magazine, the Kingdom’s volume weighted average
crude oil upstream GHG intensity in 2015 ranked second lowest among the 50 countries analysed. Two of the 24
authors of such article received funding from a subsidiary of the Issuer and other authors received funding from
other sources. The following chart shows the Kingdom’s average carbon intensity compared to other major
hydrocarbon producing countries according to the 31 August 2018 edition of Science Magazine.

Saudi Arabia
Norway

Kuwait

<}
>
&l

[
7]
>

Russia

Brazil

Canada

Venezuela

I I 1
15 20 25
Average Carbon Intensity (Gram CO, equivalent/Megajoule)

(=]
w
f=)

GHG Emissions Management

In 2018, the Company’s Environmental Protection Department established a GHG emissions management
programme. The primary focus of the programme is to account for GHG emissions from the Company’s
operations and assets, develop relevant key performance indicators, establish GHG metric targets and support
reporting requirements based on industry guidelines. The Company is pursuing various initiatives to manage the
carbon footprint of its operations and assets by implementing flare gas recovery systems, energy efficiency
programmes, leak detection and repair programmes and evaluating the potential utilisation of carbon dioxide in
various applications, such as enhanced oil recovery. An enhanced Lead Detection and Repair programme which
includes companywide methane emissions was adopted in 2017. The programme prioritises actions at operating
facilities and includes efforts to develop and deploy new, more efficient technologies to detect and reduce facility
emissions.

The Company participates in collaborations that help further its understanding of future energy, technology and
potential climate change trends, including through R&D projects related to fuels, engines and new transport
technologies. The Company is a founding member of the Oil and Gas Climate Initiative, a voluntary, CEO-led
initiative composed of 13 global oil and gas companies committed to reducing GHG emissions through
technology. Additionally, the Company is collaborating within the oil and gas industry through memberships in
joint platforms such as the International Petroleum Industry Environmental Conservation Association and the
Petroleum Environmental Research Forum. The Company also supports the Government’s efforts to achieve the
objectives set by the United Nations Framework Convention on Climate Change, the Paris Agreement, the
United Nations Environment Programme, as well as other climate change mitigation and adaptation efforts.

108



Renewable Energy and Sustainability Projects

The Company participates in the Kingdom’s renewable energy programme to introduce new fuels and renewable
resources to the Kingdom’s energy mix. For example, in January 2017, the Company installed the Kingdom’s
first wind turbine at the Turaif bulk plant, which has reduced the use of liquids for power generation at the plant,
saving more than 18,000 boe annually.

The Company has also invested in sustainability projects, such as artificial reefs deployed in the Arabian Gulf, a
fish hatchery in Abu Ali, planting of more than two million mangrove trees and reserving areas with significant
biodiversity. In addition, the Company conducted the first industrial estimate of carbon sequestration in the
marine environment.

Energy Efficiency

As part of its energy efficiency efforts, the Company aims to monitor the total quantity of energy consumed in its
oil and gas operations and other business activities, optimise energy consumption in existing facilities through
implementation of energy efficiency initiatives, design new facilities to be energy efficient, and influence and
promote energy efficiency at a national level. The Company’s total energy use was 123.2 kBTU per boe,
116.3 kBTU per boe and 118.4 kBTU per boe in 2016, 2017 and 2018, respectively.

The following chart illustrates the total energy use of Saudi Arabian Oil Company and its subsidiaries located in
the Kingdom from 2013 to 2018.
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In addition, the Company aims to achieve self-sufficiency in electrical power for its operating plants through
cogeneration. By utilising the waste heat from its facilities, the Company generates electricity to run its
operations, lowers emissions and reduces the Company’s impact on the Kingdom’s power grid. The Company
has made recent investments through a joint venture arrangement with Power Cogeneration Plant Company
(PCPC), which brought online a total of 885 megawatts of capacity to generation facilities at Abqaiq, Hawiyah
and Ras Tanura.

Water Management

The Company monitors the total volume of water used in its operations in the Kingdom, including treated and
desalinated seawater, groundwater and reused wastewater. The Company’s water conservation strategy for its
operations in the Kingdom includes using flow meters, using wastewater in a variety of applications, assessing
conservation opportunities, implementing best practices and promoting water conservation awareness. In 2018,
the Company reused 75% of its sanitary wastewater and 80% of its produced water.

Health and Safety

An enterprise-wide, organisationally driven focus on health and safety supports one of the Company’s core
values and is overseen by the Company’s Health, Safety, Security and Environmental Committee, which is led by
its CEO and other selected members of its Management Committee. The Company’s Operational Excellence and
Safety Management System (“SMS”) provides a framework for managers and describes how they can implement
the system to fulfil their safety and loss prevention obligations. The Company continually works to improve the
SMS and its underlying programmes, processes, procedures, rules, standards, and instructions in order to protect
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its workforce and facilities while adapting to market and operating conditions. From 2007 to 2018, the lost time
injury (“LTI”) rate fell from 0.23 per 200,000 work hours to 0.01 per 200,000 work hours. The following chart
shows the Company’s LTI rate from 2007 to 2018.
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Relationship with the Kingdom
Overview of the Relationship with the Kingdom

All hydrocarbons in the Kingdom are owned by the Kingdom and, upon extraction or recovery of such
hydrocarbons by the Company, title to such hydrocarbons automatically passes to the Company at the ownership
transfer point. The Government has the exclusive authority to set production limits and MSC so as to manage the
Kingdom’s hydrocarbon resources, in accordance with the Hydrocarbons Law. The Government establishes the
Kingdom’s maximum level of hydrocarbon production in the exercise of its sovereign prerogative. Accordingly,
the Government may in its sole discretion increase or decrease the Kingdom’s maximum hydrocarbon production
at any time based on its sovereign energy security goals or for any other reason. The Government communicates
its determination of such production limits to the Company from time to time. MSC refers to the average
maximum number of barrels per day of crude oil that can be produced for one year during any future planning
period, after taking into account all planned capital expenditures and maintenance, repair and operating costs, and
after being given three months to make operational adjustments. Production at MSC beyond one year would
require additional capital and operating expenditures. The Company’s MSC enables it to respond rapidly to
changes in supply and demand. As at 31 December 2018, the Company’s MSC was 12.0 million barrels of crude
oil per day.

Pursuant to the Concession, the Government has granted the Company the exclusive right to explore, develop
and produce the Kingdom’s hydrocarbon resources, except in the Excluded Areas, for an initial period of 40
years from 6/4/1439 in the Hijri calendar (corresponding to 24 December 2017), which will be extended by the
Government for 20 years provided the Company satisfies certain conditions commensurate with current
operating practices. In addition, the Concession may be extended for an additional 40 years after the initial
20 year extension subject to the Company and the Government agreeing on the terms of the extension. See
“Material Agreements—The Concession”.

The Kingdom is a member state of OPEC and is represented at OPEC meetings by the Minister of MEIM, who is
also the Chairman of the Company’s Board of Directors. OPEC is an intergovernmental organisation whose
member countries meet periodically and engage in discussions in respect of crude oil. Any independent,
sovereign decision that the Kingdom makes pursuant to such discussions is communicated by the Government to
the Company and can have a direct impact on the Company. For example, following the November 2016 OPEC
conference, the Kingdom decided to establish production levels for 2017 requiring the Company to produce
558,000 barrels per day fewer than the Company had originally planned. This production level remained in effect
as a result of the Kingdom’s decision to maintain the November 2016 production target through the June 2018
OPEC conference, when OPEC member countries called for an increase to aggregate production levels. After the
December 2018 OPEC Conference, the Kingdom indicated that, beginning in January 2019 and continuing for
six months, it would reduce its crude oil production to an average of 10.1 million barrels per day. For additional
information concerning the Company’s relationship with the Government, see “Related Party Transactions’.
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The Concession

The Arabian American Oil Company Concession Agreement was ratified on 4/2/1352 in the Hijri calendar
(corresponding to 29 May 1933) and granted the Company’s predecessor certain exclusive rights, including the
right to explore, drill, recover and treat crude oil and other hydrogen and carbon compounds in liquid or gaseous
state within the Kingdom, with limited territorial exceptions. Pursuant to Royal Decree No. M/8 dated 4/4/1409
in the Hijri calendar (corresponding to 13 November 1988) approving the Company’s original articles, the
Company and its wholly owned subsidiaries enjoyed all the privileges and rights provided under the Arabian
American Oil Company Concession Agreement, and all subsequent supplementary documents, agreements,
governmental orders and decisions in connection therewith (collectively, the “Original Concession”). Effective
6/4/1439 in the Hijri calendar (corresponding to 24 December 2017), and in accordance with the Hydrocarbons
Law, the Government, represented by the Minister of Energy, Industry and Mineral Resources (the “Minister”),
and the Company entered into the revised Concession Agreement (the “Concession”), which replaced and
superseded in its entirety the Original Concession on such date (the “Concession Effective Date”).

In return for certain royalty payments determined in accordance with the Concession to be made by the Company
to the Government, the Government has granted the Company the exclusive right to explore, develop and
produce the Kingdom’s hydrocarbon resources, except in the Excluded Areas, for an initial period of 40 years
from the Concession Effective Date, unless terminated earlier in accordance with its terms. The Government will
issue a decision to extend the Concession for a period of 20 years on the 30% anniversary of the Concession
Effective Date, unless the Company has not met certain specific conditions set forth in the Concession. The
Concession can be further extended by an additional 40 years following the 60™ anniversary of the Concession
Effective Date by mutual agreement between the Government and the Company. The Excluded Areas consist of:
(a) the boundaries of the Holy Mosques in Makkah Al-Mukarramah and Madinah Al-Munawwarah, (b) the
partitioned territory and its adjoining offshore areas in accordance with the agreements between the Kingdom
and the State of Kuwait and (c) the common zone in the Red Sea in accordance with the agreement between the
Kingdom and the Republic of Sudan. For further details, see “Material Agreements—The Concession”.

The Concession requires that all Company contracts with any Government agency or any arrangement for the
furnishing of Hydrocarbons, services or otherwise shall be on a commercial basis. The Concession also addresses
other areas concerning the Company’s relationship with the Kingdom, such as hydrocarbon discoveries and
development, local labour requirements and communication of financial information, among other subjects.

For a more detailed summary of the Concession, see “Material Agreements—The Concession”.

Corporate Citizenship

The Company engages in a range of corporate social responsibility projects and initiatives to support the
communities and the environment in which it operates and leverages its know-how and operational capabilities in
furtherance of these projects. The Company considers these activities to be “corporate citizenship” projects and
initiatives. In addition to projects undertaken on its own initiative, the Government has directed, and may in the
future direct, the Company to undertake projects or provide assistance for initiatives outside the Company’s core
businesses in furtherance of the Government’s objectives. Prior to 2017, the Government reimbursed the
Company for its costs incurred relating to certain of these Government-directed activities by allowing the
Company to reduce its tax liability or, in some cases, its taxable income by the amount of costs incurred.
Beginning on 24 December 2017, the Concession requires that all Company contracts with any Government
agency or any arrangement for the furnishing of Hydrocarbons, services or otherwise shall be on a commercial
basis.

The largest corporate citizenship project undertaken by the Company on its own initiative was the construction of
The King Abdulaziz Center for World Culture (“iThra”) in Dhahran, which opened in late 2017. iThra is the first
of its kind in the Kingdom and contains an 18-floor “knowledge tower” with learning facilities, a children’s
museum, performing arts theatre library and cinema. Through iThra, the Company commits resources across the
Kingdom to educating and inspiring youth culturally and through development of STEM knowledge and skills.

Other corporate citizenship initiatives have included the following:

e The Government in 2007 directed the Company to build a world-class post-graduate university to
complement existing universities in the Kingdom. KAUST sponsors and promotes advanced programmes in
strategic fields of science research and technology development in an effort to achieve the Kingdom’s
strategic, economic and social goals and assist domestic industries in becoming competitive at an
international level.
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e At the direction of the Government, in 2009 the Company took part in the establishment of KAPSARC, an
international research and policy centre that investigates issues related to energy economics, the
environment and energy policy. In 2015, KAPSARC moved into its Riyadh headquarters, constructed by the
Company.

* As a company operating in an industry that depends on STEM fields, the Company has committed resources
in the Kingdom, including through KAUST, and abroad to educating students in developing STEM skills.
For example, the Company facilitated the expansion of the Cambridge Chemistry Challenge at the
University of Cambridge and assisted The Academy of Mathematics and Systems Science in China to
expand its research and training capabilities in engineering and math. The Company also supports research
on oil and gas in the Middle East and climate change through a fellowship programme at the Oxford
Institute for Energy Studies at the University of Oxford.

e The Company provided the funds, and a partner provided the land, to construct the Shamah Autism Center
in Dammam. This is the first multidisciplinary autism centre for Saudi children in the Eastern Province of
the Kingdom.

e In addition to environmental initiatives directly associated with operating its facilities, the Company is
establishing a wildlife sanctuary in the Rub’ al-Khali near its Shaybah facility to promote and preserve
biodiversity and has planted hundreds of thousands of mangroves along the shores of the Arabian Gulf and
established artificial reefs to protect and preserve ecosystems.

e The Company partners with various institutions to support research of biodiversity, environmental
challenges and climate change.

e With the goal of igniting entrepreneurship and enhancing the Kingdom’s entrepreneurial and innovation
ecosystem, the Company established The Saudi Aramco Entrepreneurship Center (Wa’ed) in 2011. Wa’ed
deploys a suite of programmes, including enterprise development, seed funding, debt financing and equity
investments, to assist entrepreneurs in establishing and expanding their ventures. These programmes support
the development of small- and medium-sized enterprises capable of diversifying the Kingdom’s economy.

In 2018, the Company adopted a new Corporate Citizenship Policy which sets out four target areas for future
expenditures: community economic growth and development, protection of the natural environment, community
economic empowerment and community-based corporate citizenship initiatives.

The Company expects to continue to engage in a range of corporate citizenship projects and initiatives in the
future.

For additional information about the Company’s corporate citizenship activities, see “Management’s Discussion
and Analysis of Results of Operations and Financial Condition—Consolidated Results of Operations For the
Years ended 31 December 2016, 2017 and 2018—Selling, Administrative and General” and “Related Party
Transactions—Corporate Citizenship”.

Business Development Projects

The Company engages in business development projects that it believes benefit its core activities and support the
development of the Kingdom’s energy sector and local supply chain partners in ways that enhance its long-term
commercial interests.

In 2013, the Company established SADCO as a wholly owned subsidiary to build a portfolio of companies and
investments that reduce the Company’s procurement costs and supply chain risks. These new businesses are
intended to serve as competitive suppliers for the Company as well as third parties. In February 2018, SADCO
formed a joint venture with Jacobs Engineering Inc. to provide professional programme and construction
management services for government, semi-government and Company infrastructure projects in the Kingdom on
an arm’s length basis and undertake the management and development of these types of projects. See “Related
Party Transactions—Other Transactions”.

In addition, in furtherance of the Company’s aim to develop local supply chains to enhance its long-term
commercial interests and reduce procurement costs, on 1 December 2015, the Company launched the
In-Kingdom Total Value Add Development Programme to increase the use of in-Kingdom suppliers of goods
and services. The Company believes that the scale of the Company’s procurement programme can support
building a diversified energy sector in the Kingdom. In addition, the Company believes its procurement
programme can have a positive impact on the Kingdom’s economy and support the Company’s efforts to
improve the efficiency and effectiveness of its supply chain. In 2018, the Company sourced 45% of its material
procurement from local suppliers.
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The Company also invests in companies with technologies that the Company believes will benefit its core
activities. These investments are primarily in companies developing technology to support the upstream and
downstream oil and gas, petrochemical, water and renewable energy sectors.

Insurance

The Company maintains insurance policies covering different types of risks to which it may be exposed. These
insurance policies have been issued primarily by the Company’s wholly owned captive insurance company,
Stellar, formed and licenced under the laws of Bermuda. All of the Company’s insurance providers hold a rating
of at least A- from AM Best or equivalent rating agencies.

The Company believes that it maintains insurance coverage consistent with industry best practices and subject to
customary deductibles, caps, exclusions and limitations.

For further information on the insurance risks of the Company, see “Risk Factors—Risk Factors Relating to the
Company—The Company could be subject to losses from uninsured risks or risks for which its insurance does
not cover the entire loss”.

Employees

As at 31 December 2016, 2017 and 2018, the Issuer and its wholly owned subsidiaries employed 67,718, 70,762
and 76,418 people, respectively.

Litigation

From time to time, the Issuer and its subsidiaries are subject to various claims, lawsuits, regulatory investigations and
other legal matters arising in the ordinary course of business, including contractual claims relating to construction
projects and agreements to render services undertaken by the Company, claims for title to land and environmental
claims. Additionally, the Company in the past has been subject to antitrust claims in the United States.

Furthermore, exports of crude oil, refined products and petrochemicals by the Company or its affiliates to foreign
countries may be affected by litigation, disputes or agreements that lead to the imposition of import trade
measures, including anti-dumping and countervailing duties, safeguard measures, import licensing and customs
requirements. The possibility and effect of any such measures will depend on the domestic laws in the relevant
country to which the applicable products are being exported and applicable international trade agreements.

The outcome of litigation and other legal matters is inherently uncertain. The Company believes it has valid
defences to the legal matters currently pending against it. Actual outcomes of these legal and regulatory
proceedings may materially differ from current estimates. To date, none of these types of litigation matters has
had a material impact on the Company’s operations or financial condition. The Company believes that it is not
presently a party to any legal proceedings that, if determined adversely to it, could reasonably be expected,
individually or taken together, to have a material adverse effect on the Company’s business, financial condition
or results of operations.

Contract Claims

From time to time, the Company has been subject to litigation within the Kingdom as a result of contract disputes
with third parties. These contract claims, which primarily involve construction and agreements to render services,
generally include allegations relating to non-payment, scope of work changes, and increased costs due to project
delays. A number of these claims are currently pending in litigation and arbitration proceedings in the Kingdom.
Although the value of these individual contract claims is not material, the aggregate value of such claims may
reach or exceed $1 billion in potential exposure.

Land Claims

From time to time, the Company has been subject to, and remains subject to, claims for title to land within the
Kingdom, including claims for compensation in connection with the Company’s use of the relevant land at issue.
Not all these land claims have been individually valued. Although the total value of these land claims is
unknown, the aggregate value of such claims may reach or exceed $1 billion in potential exposure.
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U.S. Antitrust Claims

The Company has previously been subject to litigation in the United States involving claims of antitrust
violations in connection with the Kingdom’s membership in OPEC and collective activity with respect to
hydrocarbon production. These antitrust actions have sought extensive relief, including treble damages,
divestiture of assets in the United States and disgorgement of profits. If granted, such relief could have an
adverse material effect on the Company. To date, the OPEC-related antitrust lawsuits have been dismissed on the
basis of various sovereign defences under U.S. law, including the political question and the act of state doctrines,
sovereign immunity under the FSIA and other legal defences. However, there can be no assurance that the
Company will prevail in its assertion of these defences in the future and any adverse judgment or settlement of
litigation could have an adverse effect on the Company’s business, financial condition and results of operations.

U.S. Justice Against Sponsors of Terrorism Act

The Justice Against Sponsors of Terrorism Act (“JASTA”) became U.S. law in September 2016 and creates a
new basis for U.S. nationals to sue foreign sovereigns and their agencies and instrumentalities in U.S. courts for
terrorism related claims arising from U.S. based attacks, including the terrorist attacks on 11 September 2001. To
date, there have been a number of JASTA related claims against the Kingdom and other defendants, but not
against the Company. Any claims against the Company related to JASTA, even if without merit, could adversely
impact investor perceptions of the Company.

MTBE Environmental Claims

In the United States, Motiva and other companies in the petroleum refining and marketing industry historically
used MTBE as a gasoline additive. Motiva is a party to pending lawsuits concerning alleged environmental
impacts associated with historic releases of MTBE in the United States. Many of these lawsuits involve other oil
and gas companies as defendants. Plaintiffs in these MTBE lawsuits generally seek to spread liability among
large groups of oil and gas companies and often seek substantial damages. Additional lawsuits and claims related
to the use of MTBE, including personal-injury claims, may be filed in the future. Motiva could be subject to
material liabilities relating to MTBE claims. If Motiva or the Company were to be subject to such liabilities, this
could have a material adverse effect on the Company’s business, financial condition and results of operations.

114



MATERIAL AGREEMENTS
The Concession
Background

On 29 May 1933, the Arabian American Oil Company Concession Agreement was ratified, pursuant to which the
Government granted the Company’s predecessors certain exclusive rights to explore, drill, recover and treat
crude oil and other Hydrocarbons located within the Kingdom, with limited territorial exceptions. Pursuant to a
Royal Decree approving the Company’s Articles of Associations in 1988, the Company has enjoyed all the
privileges and rights provided under the Original Concession. Effective 6/4/1439 in the Hijri calendar
(corresponding to 24 December 2017), the Government, represented by the Minister, and the Company entered
into the Concession, which replaced and superseded in its entirety the Original Concession on the Concession
Effective Date.

Grant of Rights

The Government grants the Company the following rights to be exercised at the Company’s own responsibility
during the term of the Concession:

* the exclusive right to explore, drill, prospect, appraise, develop, extract, recover and produce Hydrocarbons
in the Concession Area;

* the non-exclusive right to manufacture, refine and treat production and to market, sell, transport and export
such production;

e the exclusive right to market and distribute Hydrocarbons, petroleum products and LPG in the Kingdom,
with the Company’s commitment to meeting all the domestic market’s needs for such products in
accordance with the consumption requirements thereof through domestic production or imports in
accordance with laws issued by the Government;

* the right to build, own and operate relevant facilities and assets as may be necessary or desirable to perform
the Company’s operations within the Reserved Areas;

e certain rights to acquire and use land, water and other natural products in connection with the Company’s
operations;

e the right to purchase, lease, import or otherwise obtain all materials, equipment and any other supplies
required for the Company’s operations;

* the right to conduct such other activity related to the foregoing subject to the provisions of the Concession
and applicable law; and

e the right to receive Government assistance in securing the rights granted in the Concession, obtaining
permits, licences and other special approvals and obtaining access, rights of way and water rights from third
parties necessary for the Company’s operations.

Under the Concession, the Company is required to obtain the necessary licences, permits and approvals that may
be required pursuant to the Hydrocarbons Law, the Law of Gas Supplies and Pricing and the regulations issued
pursuant to these laws. All Hydrocarbons in the Kingdom are owned by the Kingdom, and upon extraction or
recovery of such Hydrocarbons by the Company, title to such Hydrocarbons shall automatically pass to the
Company at the ownership transfer point. The Company has no rights to any natural resources existing in the
Concession Area other than Hydrocarbons except as otherwise provided in the Concession.

The rights granted to the Company under the Concession are subject to the Hydrocarbons Law and other
applicable law, including production decisions issued by the Government pursuant to its sovereign authority. The
Company may not sell to any entity any Hydrocarbons or derivatives therefrom in violation of decisions the
Government considers necessary for the protection of supreme security interests for the Kingdom in times of war
or other emergency in international relations.

Term

The Concession will remain effective for 40 years from the Concession Effective Date, unless terminated earlier
in accordance with its terms.

The Government will issue a decision to extend the Concession for a period of 20 years on the 30th anniversary
of the Concession Effective Date, provided the Company has fulfilled the following conditions: (a) the Company

115



has exerted reasonable efforts to maximise reserves and their recovery in the Concession Area, taking into
consideration production decisions and Hydrocarbons market conditions; (b) the Company has conducted its
operations in a manner that (i) is economically efficient, (ii) enhances the productivity of the reservoirs in the
long term in the Concession Area and (iii) supports good management of Hydrocarbons, in all cases, according to
the Hydrocarbons Law; and (c) the Company generally has conducted its activities and operations in the
Kingdom in an economically efficient manner thereby enhancing the efficiency of the Kingdom’s economy.

If the Concession is extended as described in the previous paragraph, the Concession may be amended and
extended for an additional 40 years following the 60th anniversary of the Concession Effective Date, if the
Company provides the Government with notice confirming its intent to extend the Concession, at any time from
the beginning of the 50th anniversary until the end of the 53rd anniversary of the Concession Effective Date,
provided that the parties undertake exclusive negotiations for a two year period (which may be extended or
reduced by the parties), commencing at the end of the 53rd anniversary of the Concession Effective Date, to
reach an agreement on the terms and conditions of such amendment and extension. If the Government and the
Company are unable to reach agreement on the amendment and extension during such exclusive negotiation
period, and the Government elects to negotiate with any third party to enter into an agreement with respect to any
Hydrocarbons activities or operations in the Concession Area, the Company will have a priority right to enter
into an agreement with the Government under the same terms and conditions as agreed between the Government
and such third party, provided that the Company notifies the Government of its desire to exercise the priority
right within 120 days of its receipt of a written notice from the Government that includes the entire draft
agreement with such third party with respect to such Hydrocarbons activities and operations.

Conduct of Company’s Operations

Pursuant to the Concession, all Company contracts with any Government agency or any arrangement for the
furnishing of Hydrocarbons, services or otherwise are required to be on a commercial basis.

The Company is required to conduct its operations efficiently to achieve the optimal economic balance between
reducing the cost of production and raising the recovery rates of Hydrocarbons.

Pursuant to applicable law and international industry standards, the Company will (a) take all reasonable
precautions to limit the damage to water and Hydrocarbons bearing formations it may encounter during
operations or upon abandonment of any well, (b) take all reasonable precautions to protect against fire and waste
of Hydrocarbons and water and (c) notify the Government as soon as possible of any damage that requires
intervention affecting the fields or facilities and take all necessary measures to stop such damage.

Government Designated Areas

The Government may designate a “Government Designated Area” for any purposes specified by the
Government, such as tourism areas, national parks, industrial zones, urban planning areas and mining licence
areas, in a manner that shall not hinder the Company’s operations. The following will be deemed Government
Designated Areas: areas located outside the Reserved Areas that are occupied by cities, streets, airports, ports,
railways, public roads, public transportation, public communications, water projects, public utilities, military
installations, economic and industrial cities, agricultural projects, wildlife protected areas, areas designated for
worship and historical and archaeological areas. If the studies conducted by the Company show the possibility of
Hydrocarbons being under the surface of any of these Government Designated Areas, the Government may allow
the Company to carry out its operations as agreed with the Company.

Discoveries and Reserved Areas

The Company will inform the Government in writing of any new discovery of Hydrocarbons in the Concession
Area. If the Company elects to reserve any part of the Concession Area for its operations, the Company will
provide a written request to the Government specifying (a) the location of such area and (b) the Company’s
intended use of such area. Upon receipt of such request, the Government will take such action as it deems
appropriate.

Should the area which the Company desires to reserve fall within a Government Designated Area, the
Government will cooperate with the Company to allow the Company to use such area for the production of the
Hydrocarbons discovered therein and for the conduct of its operations with due regard to limiting the impact of
its operations on such area’s intended use. The Government will not issue any deeds or licences or the like with
respect to any land located within the Reserved Areas.
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The Company will compensate any person (other than the Company) that holds an original property right on land
in a Reserved Area pursuant to a deed that meets all legal and regulatory requirements obtained prior to the date
such area has been so reserved (a “Land Occupant”) in a Reserved Area for depriving such Land Occupant of
its customary use of the land, provided that such rights held by any such person are valid and enforceable against
the Company.

The Company will not hinder a Land Occupant’s use of or access to its land in the Reserved Areas, provided that
such use or access will not hinder the Company’s operations, or otherwise the Land Occupant will be entitled to
compensation for being deprived of its customary use of the land. In the event that other rights exist within the
Reserved Areas that would impede or disrupt the Company’s operations, the Government will intervene to
protect the rights of the Company under the Concession.

The Government may by written notice instruct the Company to assess a Gas Field Development Project,
following which the Company will (a) commence assessment of the Gas Field Development Area, including, as
appropriate, conducting exploration operations, and (b) determine if the projected volumes of natural gas to be
produced by such Gas Field Development Project will be necessary to meet local demand. Should the Company
elect to develop any such field, it will prepare a development plan that describes the scope of development and
the proposed economic terms relating to such project and submit such plan for review by the Government.

If the Company elects not to undertake any Gas Field Development Project as identified by the Government, or if
the Government and the Company fail to agree on a development plan for such Gas Field Development Project
within a period of up to five years (or such longer period as specified by the Government) after the date of the
notice instructing the Company to assess the Gas Field Development Project, the Company will relinquish such
field, if independent, and areas reasonably related thereto located within the Gas Field Development Area,
provided that the Company need not relinquish any portion of the relevant Gas Field Development Area if:
(a) natural gas volumes from such Gas Field Development Project, based on governmental estimates, are not
necessary to meet local demand for gas; (b) the Gas Field Development Area is located within the areas of the
Company’s operations; or (c) the Gas Field Development Project would otherwise hinder, affect or interfere with
the Company’s operations or the development of oil and condensate fields or reservoirs.

The Company will relinquish any part of the Concession Area that (a) studies conducted by the Company
establish does not contain Hydrocarbons or (b) the Company determines not to be feasible for exploration
operations during the term of the Concession.

Royalty and Taxes

Through 31 December 2016, the royalty payable to the Government under the Original Concession consisted of
an amount equal to (a) 20% of the value of crude oil and the crude equivalent of refined products sold as exports,
(b) 12.5% of the proceeds received from the sale of gas, (c) 12.5% of $0.035 per mmBTU of natural gas
processed in the production of gas derivatives and (d) a certain amount per quantity of crude oil and the crude
equivalent of refined products sold in-Kingdom. Pursuant to these requirements, the Company incurred royalties
of SAR 101.3 billion ($27.0 billion) for the year ended 31 December 2016.

Commencing 1 January 2017, royalties payable to the Government with respect to the Company’s operations are
calculated as follows:

e With respect to the Company’s production of crude oil and condensates, including those used by the
Company in its operations, royalties are calculated based on a progressive scheme applied to crude oil and
condensate production value. Production will be valued based on the Company’s official selling prices. An
effective royalty rate will be applied to production value and will be based each month on the average daily
price quotes for Brent crude on the Intercontinental Exchange (or any successor exchange) for each day
during such period. The effective royalty rate will be determined based on a baseline marginal rate of 20%
applied to the value of production at prices up to $70 per barrel, a marginal rate of 40% applied to the value
of production at prices above $70 per barrel up to $100 per barrel and a marginal rate of 50% applied to the
value of production at prices above $100 per barrel.

e With respect to the Company’s production of natural gas, ethane and NGLs, excluding those volumes used
by the Company for upstream operations and related operations (including transportation, pipelines and
storage and export facilities, fractionation plants, gas and NGLs plants), royalties are calculated based on a
flat royalty rate of 12.5% applied to a factor established by MEIM. As at the date of this Base Prospectus,
the factor to which this royalty is applied is $0.035 per mmBTU for NGLs (propane, butane and natural
gasoline) and $0.00 per mmBTU for natural gas (methane) and ethane. The Minister may amend the price
on which such values are based, taking into account the price that achieves the targeted internal rate of
return set by the Minister in coordination with the Company.
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In order to increase gas production to meet the needs of the Kingdom, the Government may exempt the Company
partially or fully from royalties on natural gas, NGLs (including ethane) and condensates for a period specified
by the Government with respect to any field as required by the economics of such field’s development. Pursuant
to MEIM'’s authority under the Concession, on 25 February 2018, MEIM exempted the Company from royalties
on condensate production for five years from 1 January 2018.

The Government has the option to take all or part of the royalty in kind from the produced Hydrocarbons.

The Company is subject to the Kingdom’s Income Tax Law. Income tax is due for payment monthly.

Set-off

The set-off mechanism between the amounts due and payable to the Company by the Government and the
amounts due and payable by the Company to the Government will be pursuant to applicable law.

Preservation of Archaeological Sites

The Company will take all reasonable measures to preserve archaeological sites that may be in its area of
operations and will provide protection for archaeological artefacts it finds during its operations.

Books, Records and Inspection

The Company will maintain and retain at any of its offices within the Kingdom, with respect to the Company’s
operations in the Kingdom, all operational, financial, tax and other books and records for each period as required
by applicable law. The Company’s financial books and records will be prepared in accordance with the IFRS as
endorsed by SOCPA or as determined by the Government from time to time. The Government and its authorised
agents and representatives have the right, pursuant to applicable law, to review, inspect and audit all technical,
operational, financial, tax and other records of the Company, including the right to examine the systems for
calibrating, measuring and weighing of Hydrocarbons and to examine and test the instruments used therefor.

The Company accounts will be held in U.S. Dollars, which is the controlling currency of the accounts for
purposes of the Concession.

Human Resources

The Company will employ Saudi Arabian nationals in all posts for which they have necessary qualifications,
knowledge and experience, but may employ qualified non-Saudi Arabian nationals in posts for which they have
the necessary qualifications and as necessary for the Company’s ability to compete and innovate in the event
such posts could not be filled by Saudi Arabian nationals with the same qualifications and experience. The
Company will deliver to the Government, upon the Government’s request, a report specifying the procedures to
be implemented to increase the number of employed Saudi Arabian nationals in order to meet the percentage of
Saudi Arabian nationals required by applicable law. The Company is required to implement programmes to train
employed Saudi Arabian nationals in aspects of the Hydrocarbons industry and other associated specialties in
order to fulfil the Company’s goals.

Access; Non-Interference

The Government has the right to inspect the Company’s operations related to exploration, prospecting,
exploitation, manufacturing, refining, transportation and marketing. In coordination with the Company, and
taking into account the Company’s use conditions and safety rules, the instructions issued by the High
Commission for Industrial Security at the Ministry of Interior and such other applicable safety and security rules
and regulations, the Government may access installations and facilities utilised in the Company’s operations
within the Reserved Areas for inspection purposes and in a manner that does not hinder or interfere with the
Company’s operations.

Insurance

The Company will provide such insurance coverage for its assets as it deems appropriate to meet the
requirements of international industry standards and applicable law. The Company is entitled to appoint affiliates
as primary or additional insurers and/or as reinsurers, or to be self-insured.

Certain Obligations and Rights of the Parties

In no event will the exercise of any rights to acquire or use land, water or other natural products by the Company
imply any assignment of title by the Government or deprive the Government of the use of such rights in a manner
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that will not hinder or interfere with the Company’s operations. The Government will assist the Company in
securing, protecting and enforcing such rights to facilitate the orderly conduct of the Company’s operations in
accordance with the Concession, including the acquisition by the Company of necessary rights to any land in the
Concession Area required for the Company’s exploration operations, provided that the Company compensates, in
accordance with applicable law, any person who owns the land pursuant to a deed that meets all legal and
regulatory requirements and that is issued prior to the Company’s commencement of the exploration operations.

The Company’s operations in connection with the Concession will be exempt from the Kingdom’s Competition
Law.

The Company will not pay or be responsible for any custom duties, custom returns, other direct or indirect import
taxes or similar charges or any export duties on Hydrocarbons.

The Government will provide to the Company: (a) reasonable assistance with respect to the Company’s
performance of its operations; (b) reasonable assistance to acquire any rights upon the request of the Company
and as permitted under applicable law and the Concession, including the right of the Government to expropriate
property pursuant to the Kingdom’s Law of Eminent Domain and Temporary Seizure of Real Estate; and (c) act
in a timely manner when Government approvals are required pursuant to the Concession, giving due
consideration, however, to the facts and circumstances and Government requirements at that time.

In the event of a national emergency resulting from war, threat of war, insurrection or critical shortage of
Hydrocarbons, the Government has the right to seize Hydrocarbons from the Company, use the fields and
facilities in the Concession Area during any such emergency and require the Company to increase production
from its operations in case it is unable to meet the Government’s needs from the Company’s then-current
production, provided that the Government compensates the Company at fair value for such Hydrocarbons and the
use of such property.

Force Majeure

If the Company’s operations are delayed, curtailed or prevented by force majeure, then the time to carry out the
obligations thereby affected and all other rights and obligations under the Concession (except for any obligations
requiring payment of money due and payable) will be extended for a period equal to the period of the force
majeure thus involved.

Termination

Except as described under “Force Majeure” above, the Company will be in default under the Concession if the
Company persistently fails to perform its material obligations thereunder or fails to make any material,
undisputed payment thereunder when due to the Government, and any such failure is continuing and has not been
remedied (a) with respect to the Company’s payment obligations to the Government, within 90 days after a
written notice of default is given to the Company by the Government or (b) with respect to the Company’s
material non-payment obligations, within a reasonably practicable cure period in light of the nature of such
default starting from the date the Company receives such written notice of default, provided that the foregoing
will not be deemed a default while the Company continues to undertake corrective actions with respect to such
default during such cure period.

The Government has the right to terminate the Concession by written notice from the Government to the
Company to the extent a default has occurred and is continuing as set forth above. The Concession will also be
terminated without notice or any other action on the date the Company is duly dissolved.

Upon termination or expiry of the Concession, all properties of the Company related to its upstream operations
within the Kingdom and such plants, pipelines for the transfer of crude oil and gas and storage and export
facilities directly related to such upstream operations, whether moveable or immovable, will become the property
of the Government. The Company will continue to own all of its other assets and will maintain the absolute right
to dispose of or operate such assets or to continue its operations pursuant to applicable law.

Governing Law and Disputes

The Concession is governed by and construed in accordance with the applicable legislation in the Kingdom.

The Government and the Company will attempt to resolve, in good faith and in an amicable and equitable
manner, any dispute in connection with the Concession through authorised representatives. If any such dispute is
not so resolved between the parties within 90 days from the date on which either party receives written
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notification from the other party that such dispute exists, then either party will have the rights and remedies
provided to such party under applicable law. In case of an on-going and continuous dispute relating to technical
or operational matters, the parties may by mutual agreement appoint a qualified and independent Hydrocarbons
industry expert who will be jointly selected by the parties to review such dispute using international commercial
and engineering standards, under the supervision of both the Government and the Company and in accordance
with procedures to be timely agreed to by the parties.

Assignments

The Company may not assign, transfer or pledge any part of its rights and obligations under the Concession to
any third party without the prior written consent of the Government.

Reports

As soon as practicable, the Company will provide the Government with certain technical reports and any other
reports the Government requests in relation to the Company’s operations. The Company will furnish the
Government (a) within 45 days after the end of the first, second and third quarters of each financial year,
quarterly financial statements certified by an authorised financial officer of the Company and, within 90 days
after the end of each financial year, annual financial statements audited by an internationally recognised
accounting firm acceptable to the Government, in each case, prepared in accordance with International Financial
Reporting Standards as endorsed by SOCPA, (b) as soon as practically possible, the total sum of royalties, taxes
and other amounts the Company paid to the Government during the preceding month and periodical reports
prepared by the Company to set its sale prices for crude oil and (c) any other financial information the
Government may request periodically or from time to time relating to the Company’s operations and financial
condition.

Agreements with Key Customers

Other than one customer in 2016 which accounted for approximately 6% of the Company’s total revenue and
other income related to sales, there is no single customer that constituted 5% or more of the Company’s total
revenue and other income related to sales in the years ended 31 December 2016, 2017 and 2018.

Agreements with Key Suppliers

The Company purchases materials and services from local and international suppliers. There is no single third
party supplier that constituted 5% or more of the Company’s total purchases in the years ended 31 December
2016, 2017 and 2018.
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MANAGEMENT
Board of Directors

The Board of Directors comprises 11 Directors elected by an ordinary general assembly convened in accordance
with the Bylaws, except that, pursuant to the Bylaws, the President and Chief Executive Officer has a permanent
membership on the Board of Directors without being subject to election or any further action by the general
assembly. The Companies Law, the Bylaws and the internal governance regulations of the Company determine
the duties and responsibilities of the Board of Directors. The term of a Director is for a period not to exceed three
years in the Hijri calendar, subject to renewal or extension. There is no limit on the number of terms that a
Director may serve on the Board.

The Company’s Bylaws set forth requirements concerning the composition of its Board, including that the
number of independent directors must satisfy the minimum requirements of applicable laws and regulations in
the Kingdom. The current Board was formed by virtue of Council of Ministers Resolution No. 180, dated
1/4/1439 in the Hijri calendar (corresponding to 19 December 2017). This Council of Ministers Resolution states
that notwithstanding the provisions of the Bylaws, the first Board shall be formed by a Council of Ministers
resolution based on the recommendation of the Minister of MEIM until such time that a Board is formed
pursuant to the provisions of the Bylaws. As such, the Council of Ministers issued Resolution No. 428, dated
8/8/1439 in the Hijri calendar (corresponding to 24 April 2018) appointing the Board and designating five of the
Board members as independent directors: Mr. Moody-Stuart, Mr. Liveris, Mr. Gould, Ms. Elsenhans and
Mr. Cella.

The business address of each Director is the registered address of the Issuer. There are no existing or potential
conflicts of interest between any duties of any Director towards the Issuer and the Director’s private interests
and/or other duties.

The following table sets forth the current members of the Board of Directors:

Date of Appointment
Name Position Independent to the Board®
H.E.Khalid A. AlFalih ............... Chairman No 29 October 2004
H.E. Ibrahim A. Al-Assaf .............. Deputy Chairman No 2 January 19993
H.E. Mohammed A. Al Jadaan .......... Director No 24 April 2018
H.E. Mohammad M. Al-Tuwaijri ........ Director No 24 April 2018
H.E. Yasir O. Al-Rumayyan ............ Director No 20 June 2016
Sir Mark Moody-Stuart . ............... Director Yes 27 September 2007
Mr. Andrew N. Liveris ................ Director Yes 1 July 2018
Mr. Andrew F.J.Gould ............... Director Yes 23 July 2013
Ms. Lynn Laverty Elsenhans ........... Director Yes 24 April 2018
Mr. PeterCella ...................... Director Yes 24 April 2018
Mr. Amin H. Nasser .................. Director, President and Chief No 25 August 2010*

Executive Officer

(1) Pursuant to Council of Ministers Resolution No. 428 dated 8/8/1439 in the Hijri calendar (corresponding to 24 April 2018), all Directors
were appointed or reappointed to the Board on 24 April 2018 except for Mr. Liveris who was initially appointed to the Board on 1 July
2018.

(2) H.E. Khalid A. Al-Falih was appointed Chairman of the Board of Directors on 29 April 2015.

(3) H.E. Ibrahim A. Al-Assaf was appointed Deputy Chairman of the Board of Directors on 24 April 2018.

(4) Mr. Nasser has been a Director since 25 August 2010 and has served as President and CEO of the Company since 29 April 2015.

H.E. Khalid A. Al-Falih, Chairman

H.E. Khalid A. Al-Falih, 60, is the Chairman of the Board of Directors. H.E. Al-Falih has served as Chairman
since April 2015 and as a Director since 2004. Currently, he also serves as Minister of Energy, Industry and
Mineral Resources of the Kingdom and as a member of the Council of Ministers. From 2015 to 2016, H.E. Al-
Falih served as the Minister of Health of the Kingdom. From 2009 to 2015, he served as President and CEO of
the Company as well as a member of the Supreme Council for Petroleum and Mineral Affairs.

H.E. Al-Falih also serves as Chairman of the following entities: the Board of Trustees of KAUST and
KAPSARC, the Boards of Directors of the Saudi Arabian Mining Company, the Royal Commission for Jubail
and Yanbu’, the Saudi Industrial Development Fund, the Saudi Authority of Industrial Cities and Areas of
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Technology, the Saudi Geological Survey Authority, the King Abdulaziz City for Science and Technology, the
Saudi Export Development Authority and the King Abdullah City for Atomic and Renewable Energy.
H.E. Al-Falih also serves as a Director on the Board of the PIF, GAMI and SAMI. He is also an international
fellow for the Royal Academy of Engineering.

H.E. Al-Falih has also served in the following capacities:
* A member of the World Economic Forum International Business Council from 2009 to 2015;
* a member of the Board of Trustees of American University of Sharjah from 2014 to 2017;

e a member of the Presidential CEO Advisory Board at Massachusetts Institute of Technology from 2014 to
2016;

¢ a member of the Asia Business Council from 2010 to 2016; and

* a member and Vice Chairman of the International Advisory Board of KFUPM Engineering Department as
well as a member of the Board of Trustees of Prince Mohammed bin Fahd University and the JPMorgan
International Council from 2010 to 2015.

H.E. Al-Falih earned an MBA from KFUPM in 1991 and a B.S. in Mechanical Engineering from Texas A&M
University in 1982.
H.E. Ibrahim A. Al-Assaf, Deputy Chairman

H.E. Dr. Ibrahim A. Al-Assaf, 70, has served as a Director of the Company since 1999. Currently,
H.E. Dr. Al-Assaf is the Minister of Foreign Affairs of the Kingdom and a member of the Council of Ministers as
well as a Director on the Board of the PIF. He also serves as Governor of the International Monetary Fund, the
Arab Monetary Fund and the Chairman of the Board of Governors of the Islamic Development Bank.

H.E. Dr. Al-Assaf has also served in the following capacities:
e Minister of State of the Kingdom from 2016 to 2018;
* Minister of Finance of the Kingdom from 1996 to 2016; and
e Chairman of Sanabil Investments from 2009 to 2017.

H.E. Dr. Al-Assaf earned a Ph.D. in Economics from Colorado State University in 1982, a M.S. in Economics
from the University of Denver in 1976 and a B.S. in Economics and Political Science from King Saud University
in 1971.

H.E. Mohammed A. Al-Jadaan, Director

H.E. Mohammed A. Al-Jadaan, 55, has served as a Director of the Company since 2018. Currently,
H.E. Al-Jadaan serves as the Minister of Finance of the Kingdom and is a member of the Council of Ministers.
He also serves as Governor of the Islamic Development Bank.

H.E. Al-Jadaan has also served in the following capacities:

e Chairman of the CMA from 2015 to 2016; and

* Co-founder and Managing Partner of Al-Jadaan & Partners Law Firm from 1996 to 2015.
H.E. Al-Jadaan currently serves as a board member for the following organisations:

¢ Public Investment Fund;

e Military Industries Corporation;

* National Development Fund;

* General Authority for Military Industries;

¢ International Monetary Fund,

* World Bank Group;

 Arab Fund for Economic and Social Development;

e Arab Monetary Fund;
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e Arab Bank for Economic Development in Africa;

e Arab Investment and Export Credit Guarantee Corporation;

* Arab Authority for Agricultural Investment and Development; and
* Asian Infrastructure Investment Bank.

H.E. Al-Jadaan obtained a B.A. in Islamic Sharia and Islamic Economics from Imam Muhammad bin Saud
Islamic University in 1986 and earned a Diploma in Legal Studies from the Institute of Public Administration,
Riyadh in 1998.

H.E. Mohammad M. Al-Tuwaijri, Director

H.E. Mohammad M. Al-Tuwaijri, 52, has served as a Director of the Company since 2018. Currently
H.E. Al-Tuwaijri serves as the Minister of Economy and Planning of the Kingdom, a member of the Council of
Ministers, a member of the Council for Economic and Development Affairs and a member of the Finance
Committee (Royal Court). He also serves as Chairman of the National Center of Privatization and the General
Authority for Statistics; as a Director on the Board of the PIF and as the General Secretary of the National Center
for Performance Measurement.

H.E. Al-Tuwaijri has also served in the following capacities:

e Deputy Chairman Chief Executive of HSBC Middle East North Africa Regional Head of Global Banking &
Markets, MENA from 2010 to 2016; and

e Chief Executive Officer of J.P. Morgan Saudi Arabia from 2007 to 2010.
H.E. Al-Tuwaijri earned a B.A. from the Royal Saudi Air Force in 1986 and an MBA from King Saud University
in 1998.
H.E. Yasir O. Al-Rumayyan, Director

H.E. Yasir O. Al-Rumayyan, 48, has served as a Director of the Company since 2016. Currently,
H.E. Al-Rumayyan serves as an Advisor to the Council of Ministers and as Managing Director and Secretary
General of the Board of the PIF. He also serves as Chairman of the Board of the Decision Support Centre under
the Royal Court as well as a Director of the Board of the Saudi Industrial Development Fund, the Board of Uber
Technologies, Inc. and the Board of SoftBank Group Corp.

H.E. Al-Rumayyan has also served in the following capacities:
e CEO and Director of Saudi Fransi Capital LLC from 2011 to 2015;
* Head of International Brokerage for Saudi Hollandi Bank from 1994 to 2004;
¢ Director of Tadawul in 2014; and
* Director of Corporate Finance and Issuance, CMA from 2004 to 2011.
H.E. Al-Rumayyan obtained a B.S. in Accounting from King Faisal University in 1993 and completed a General
Management Program at Harvard Business School in 2007.
Sir Mark Moody-Stuart, Director

Sir Mark Moody-Stuart, 78, has served as an independent Director of the Company since 2007. Currently, Sir
Mark serves as Chairman of the Global Compact Foundation and of Zanyn. He also serves as an Advisory Board
Member of Envision Energy Ltd., as a member of the Board of St. George’s House Windsor and as a member of
the International Integrated Reporting Council.

Sir Mark has also served in the following capacities:
¢ Chairman of the Innovative Vector Control Consortium from 2008 to 2018;
¢ Vice Chairman of the UN Global Compact from 2006 to 2018;
e adirector of Accenture Plc, a general partner of Accenture SCA, from 2001 to 2015;
e Chairman of Hermes Equity Ownership Services from 2007 to 2016;
¢ Chairman of IVCC from 2008 to 2018;
¢ Chairman of Royal Dutch Shell from 1998 to 2001; and
e Chairman of Anglo American from 2002 to 2009.
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Sir Mark earned a B.S. in Natural Sciences from Cambridge University in 1965 and a Ph.D. in Geology from
Cambridge University in 1966. He also received an Honorary Doctorate in Business Administration from Robert
Gordon University, Aberdeen in 2000, an Honorary Doctorate of Law from the University of Aberdeen in 2004,
and an Honorary Doctorate of Science from Royal Holloway University of London in 2007.

Mpr. Andrew N. Liveris, Director

Mr. Andrew N. Liveris, 64, has served as an independent Director of the Company since 2018. Currently,
Mr. Liveris serves as a Director on the Boards of IBM Corporation, Worley Parsons and Novonix, the Board of
Trustees of KAUST and the California Institute of Technology. He also serves on the Board of The Nature
Conservancy, and advisor to Teneo and the PIF and as a member of the Advisory Board of L1 Energy, SMBC
and Neom. Mr. Liveris served as the Executive Chairman on the Board of DowDuPont Inc. from 2017 to 2018
and as the Chairman, President and CEO of The Dow Chemical Company from 2006 to 2018.

Mr. Liveris obtained a B.S. in Chemical Engineering from the University of Queensland in 1976.

Mr. Andrew F. J. Gould, Director

Mr. Andrew F. J. Gould, 72, has served as an independent Director of the Company since 2013. Currently,
Mr. Gould is the Chairman of the Board of the International Advisory Board of Boston Consulting Group Centre
for Energy Impact and as a Limited Partner of CSL Capital Management LP. He also serves as a Director on the
Board of BJ Services and a member of the Board of Trustees at KAUST, a member of the Board of Lambert
Energy and a General Partner of CSL Capital Management. From 2012 to 2016, he served as non-executive
Chairman and non-executive Director of BG Group plc.

Mr. Gould obtained a B.A. in Economic History from Cardiff University in 1969 and an Honorary Doctorate in
Engineering from Colorado School of Mines in 2004. Mr. Gould has also been an Honorary Fellow of Cardiff
University since 2005. He qualified as a Chartered Accountant with Ernst & Young and The Institute of
Chartered Accountants in England and Wales in 1972.

Ms. Lynn Laverty Elsenhans, Director

Ms. Lynn Laverty Elsenhans, 62, has served as an independent Director of the Company since 2018. Currently,
Ms. Elsenhans serves as a Director on the Board of Baker Hughes, a GE Company and GlaxoSmithKline PLC.

Ms. Elsenhans has also served in the following capacities:
e a director of Baker Hughes, Inc. from 2012 to 2017,
¢ adirector of Flowserve Corporation from 2014 to 2017;
* a director of International Paper Company from 2007 to 2012;
* President and CEO of Sunoco, Inc. from 2008 to 2012, becoming Chairwoman in 2009; and
* Chairwoman of Sunoco Logistics Partners from 2008-2012, becoming CEO in 2010.
Ms. Elsenhans earned a B.A. in Applied Mathematics from Rice University in 1978 and an MBA from Harvard
University in 1980.
Mr. Peter L. Cella, Director

Mr. Peter L. Cella, 61, has served as an independent Director of the Company since 2018. Currently, Mr. Cella
serves as a Director on the Board of Frontdoor, Inter Pipeline and privately-held ClockSpringISRI. From 2017 to
2018, Mr. Cella served as a Director on the Board of ServiceMaster Global Holdings. From 2011 to 2017, he
served as President and CEO and as a Director on the Board of Chevron Phillips Chemical Company. He also
served as a Director on the Board of the American Chemistry Council and Junior Achievement of Southeast
Texas from 2011 to 2017. From 2006 to 2011, he served as Senior Vice President for North America
Petrochemicals for BASF Corporation.

Mr. Cella obtained a B.S. degree in Finance from the University of Illinois at Urbana-Champaign in 1979 and an
MBA from Northwestern University in 1981.
Mr. Amin H. Nasser, Director, President and Chief Executive Officer

Mr. Amin H. Nasser, 60, has served as the President and CEO of the Company since 2015. Mr. Nasser has been a
Director since 2010. Currently, Mr. Nasser is a member of the International Advisory Board of KFUPM, the
Board of Trustees of KAUST, the World Economic Forum’s International Business Council, the International
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Advisory Board of the Society of Petroleum Engineers, the Presidential CEO Advisory Board at Massachusetts
Institute of Technology, the JP Morgan International Council and the Dhahran Techno Valley Company. Prior to
serving as President and CEO, Mr. Nasser served in a number of leadership positions at the Company, including
as Senior Vice President for Upstream from 2010 to 2015 and VP of Petroleum Engineering and Development
from 2006 to 2007.

Mr. Nasser earned a B.S. in Petroleum Engineering from KFUPM in 1982. He also completed the Senior
Executive Program at Columbia University in 2002, the Saudi Aramco Global Business Programme in 2000 and
the Saudi Aramco Management Development Seminar in Washington, D.C. in 1999.

Committees of the Board of Directors
Audit Committee

The primary role of the Audit Committee is to monitor the Company’s affairs and assist the Board of Directors
and its Directors with oversight of the financial reporting and disclosure process, including oversight of: (i) the
integrity, effectiveness and accuracy of the Company’s consolidated financial statements and reports, and the
performance, soundness and effectiveness of the Company’s internal controls, audit, financial reporting and
financial risk management systems; (ii) the qualifications and performance of the Company’s internal auditor;
(iii) the qualifications, independence and performance of the Company’s independent external auditor; and
(iv) the Company’s compliance with legal and regulatory requirements.

The Audit Committee comprises the following members as at the date of this Base Prospectus:

Name Role

Mr. Andrew F. J. Gould . . ... .o e Chair
H.E. Mohammed A. Al-Jadaan . .......... ... . . i e Member
H.E. Yasir O. Al-Rumayyan . ... ... e e e e e Member
Ms. Lynn Laverty Elsenhans . .. ... ... e e e Member
Mr. Peter L. Cella ... ... e Member

Nomination Committee

The primary role of the Nomination Committee is to lead the process of nominating, appointing and evaluating
members of the Board of Directors of the Company and to ensure the effectiveness of the Board of Directors and
the Directors. The Nomination Committee also evaluates and makes recommendations with respect to the
structure of the Board of Directors and composition of the committees of the Board of Directors. Further, the
Nomination Committee evaluates and recommends to the Board of Directors the appointments of individuals
(other than Directors) as officers of the Company, including those proposed to hold the title of vice president or
higher or that are otherwise authorised by virtue of such appointment to bind or act on behalf of the Company.
The Nomination Committee also proposes and makes recommendations to the Board of Directors with respect to
the Company’s relevant corporate governance practices and procedures.

The Nomination Committee comprises the following members as at the date of this Base Prospectus:

Name Role

Mr. Andrew N. LIVeIiS .. ..ot e e e e e Chair
H.E. Khalid A. AlI-Falih . . ... Member
H.E. Ibrahim A. Al-Assaf ... ... e Member
H.E. Mohammad M. AI-Tuwaijri . ... ... e e e et e Member
Sir Mark Moody-Stuart . . ... ... Member

Compensation Committee

The primary role of the Compensation Committee is to (i) oversee the Company’s policy on compensation;
(ii) develop individual compensation plans for Directors and executives of similar standing or performing duties
equivalent to those of a senior vice president or higher; and (iii) review and design the annual compensation
plans of Company management holding the title of vice president or undertaking substantially similar duties.
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The Compensation Committee comprises the following members as at the date of this Base Prospectus:

Name _ Role
Sir Mark Moody-Stuart . . ... ... Chair
Mr. Andrew F. J. Gould . . . ... o Member
H.E. Mohammed A. Al-Jadaan . ... ....... .. .. Member
H.E. Yasir O. AIFRuUmayyan . ... ... ... e e Member
Mr. Andrew N LIVEIIS ..ottt e e e e e e e Member
Risk and HSE Committee

The primary role of the Risk and HSE Committee is to monitor the Company’s overall management of risk and
its activities relating to health, safety and the environment and to assist the Board of Directors with:
(i) leadership, direction, and oversight with respect to the Company’s risk appetite, risk tolerance, risk framework
and risk strategy; (ii) governance and management of strategic and operational risks and sustainability; and
(iii) assisting the Board and the Audit Committee, to foster a culture within the Company that emphasises and
demonstrates the benefits of risk management.

The Risk and HSE Committee comprises the following members as at the date of this Base Prospectus:

Name Role

Mr. Peter L. Cella ... ... . Chair
H.E. Khalid A. Al-Falih . . . ... Member
H.E. Mohammad M. AI-TUWaijIi .. ... ..ot e e e e e e Member
Ms. Lynn Laverty Elsenhans . ... ... Member
Mr. Amin H. NaSSer . .. ..o Member

Senior Management

The following table sets forth the Senior Executives as at the date of this Base Prospectus:

Name Position Date of Appointment
Mr. Amin H. Nasser .. .... Director, President and Chief Executive Officer 9 January 2015M
Mr. Nabeel A. Al

Mansour ............. Senior Vice President, General Counsel and Corporate Secretary 1 June 2016
Mr. Khalid Al-Dabbagh ... Senior Vice President of Finance, Strategy and Development 1 September 2018
Mr. Ahmad A. Al-Sa’adi .. Senior Vice President of Technical Services 1 January 2016
Mr. Mohammed Y. Al

Qahtani .............. Senior Vice President, Upstream 1 January 2016
Mr. Muhammad M.

Al-Saggaf ............ Senior Vice President, Operations and Business Services 1 January 2016
Mr. Abdulaziz M. Al-

Judaimi .............. Senior Vice President, Downstream 5 January 2017

(1) Denotes date of appointment as President and Chief Executive Officer.

Mr. Amin H. Nasser

See “—Board of Directors—Mr. Amin H. Nasser, Director, President and Chief Executive Officer”.

Mr. Nabeel A. Al Mansour, Senior Vice President General Counsel and Corporate Secretary

Mr. Nabeel A. Al Mansour, 51, has served as Senior Vice President, General Counsel and Corporate Secretary
since 2017. Currently, he serves as a member of the Board of the Saudi Centre for Commercial Arbitration.

Mr. Al Mansour also has served in the following capacities:
e General Counsel and Corporate Secretary from 2016 to 2017;
* Deputy General Counsel from 2015 to 2016;

* Executive Director and Vice President of Procurement and Supply Chain Management from 2014 to 2015;
and

¢ Associate General Counsel from 2011 to 2014.
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Mr. Al Mansour earned a J.D. from Oklahoma City University in 1999 and a B.S. in Systems Engineering from
KFUPM in 1990. In addition, he completed a General Management Program at Harvard Business School in
2008.

Mr. Khalid Al-Dabbagh, Senior Vice President, Finance, Strategy and Development

Mr. Khalid Al-Dabbagh, 57, has served as Senior Vice President of Finance, Strategy and Development since
2018. Mr. Al-Dabbagh represents the Company on the Board of Governors of the GCC Board of Directors
Institute.

Mr. Al-Dabbagh also has served in the following capacities:
¢ Financial Controller from 2012 to 2018;
e Treasurer from 2010 to 2012; and
* Director of Joint Venture Development from 2006 to 2008.

Mr. Al-Dabbagh earned a bachelor’s degree in industrial engineering from the University of Toledo in 1985. In
addition, he has completed a number of executive leadership programmes, including the Senior Executive
Programme at London Business School.

Mr. Ahmad A. Al Sa’adi, Senior Vice President of Technical Services

Mr. Ahmad A. Al Sa’adi, 59, has served as Senior Vice President of Technical Services since 2016. In this role,
Mr. Al Sa’adi leads the Company’s projects with respect to engineering, IT, materials supply and community,
infrastructure and public projects. Currently, Mr. Al Sa’adi serves as a member of the Board of the National
Industrial Cluster Development Program.

Mr. Al Sa’adi also has served in the following capacities:
¢ Vice President of Technical Services from 2015 to 2016; and
* Vice President of Gas Operations from 2010 to 2015.
Mr. Al Sa’adi obtained a B.S. in Chemical Engineering (Applied) from KFUPM in 1981 and he completed the
Management Development Program at Harvard Business School in 2000.
Mr. Mohammed Y. Al Qahtani, Senior Vice President, Upstream

Mr. Mohammed Y. Al Qahtani, 52, has served as Senior Vice President of Upstream since 2016. Currently,
Mr. Al Qahtani serves as Chairman of the Dhahran Techno Valley Advisory Board and University of
Hafr Al-Batin Advisory Board. In addition, he serves as a member of the Board of the Bilateral U.S.-Arab
Chamber of Commerce. Mr. Al Qahtani also is a member of the College of Petroleum Engineering and
Geosciences oversight committee at KFUPM.

Mr. Al Qahtani also has served in the following capacities:
* Vice President of Corporate Planning from 2014 to 2015;
 Senior Vice President of Operations and Business Services in 2014;
¢ Vice President of Saudi Aramco Affairs from 2013 to 2014; and
* Vice President of Petroleum Engineering and Development from 2011 to 2013.

Mr. Al Qahtani earned both a Ph.D. and M.S. in Petroleum Engineering from the University of Southern
California in 1996 and 1992, respectively, and a B.S. in Petroleum Engineering from KFUPM in 1988. In
addition, he completed the IMD Programme for Executive Development in Lausanne, Switzerland.

Mr. Muhammad M. Al-Saggaf, Senior Vice President, Operations and Business Services

Mr. Muhammad M. Al-Saggaf, 51, has served as Senior Vice President of Operations and Business Services
since 2016. Mr. Al-Saggaf also has served in the following capacities:

 Acting Senior Vice President of Operations and Business Services from 2014 to 2016;
¢ President of KAPSARC from 2012 to 2014; and

e General Manager of Strategic Transformation Office from 2011 to 2012.
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Mr. Al-Saggaf earned an MBA from KFUPM in 2005, an M.S. and Ph.D. in Geophysics from the Massachusetts
Institute of Technology in 1996 and 2000, respectively, and a B.S. in Mathematics from KFUPM in 1989. In
addition, he completed the Management Development Program at Harvard Business School in 2005.

Mr. Abdulaziz M. Al-Judaimi, Senior Vice President, Downstream

Mr. Abdulaziz M. Al-Judaimi, 56, has served as Senior Vice President of Downstream since 2017.
Mr. Al-Judaimi also has served in the following capacities:

* Acting Senior Vice President of Downstream from 2016 to 2017;

* Vice President of Power Systems from 2014 to 2017;

* Vice President of Corporate Planning in 2014;

* Vice President of Power Systems from 2013 to 2014;

* Vice President of Chemicals from 2010 to 2013;

e Director of SADARA from 2014 to 2016; and

» Shareholder Representative of Saudi Electricity Company from 2014 to 2015.
Mr. Al-Judaimi earned an MBA from Massachusetts Institute of Technology’s Sloan School of Management in
2001 and a B.S. in Petroleum Engineering from KFUPM in 1983.
Compensation of Directors and Senior Executives

As required by Saudi law, the Company entered into employment agreements with its employees who constitute
its Senior Management when the relevant person was initially hired by the Company. Since the Company
employs thousands of employees, it generally does not update its employment contracts, even if members of
Senior Management change roles within the Company. In general, under these contracts, members of Senior
Management are entitled, in addition to their regular salary and allowances, to incentive award annual bonuses
based on the Company’s annual performance. Each non-executive Company Director is paid a regular director
fee for his or her service. For additional information, see Note 30(c) to the 2018 Financial Statements.
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RELATED PARTY TRANSACTIONS

The Concession

For a summary of the Concession, see “Material Agreements—The Concession”.

Commercial Transactions

The Company sells crude oil, gas and refined products and provides services to certain Government entities,
including branches of the Government, and commercial entities in which the Government has share ownership or
control. The most significant commercial transactions have been with SABIC and Saudi Electricity Company.

From the 1980s to 2016, the Government periodically negotiated with the Company to transfer to the
Government receivables that were owed by some of these entities. In some cases, these receivables were
transferred to the Government for no consideration and, in other cases were transferred in exchange for a tax
offset. Most recently, in 2016, the Company transferred receivables in the amount of SAR 52.4 billion
($14.0 billion) to the Ministry of Finance in exchange for no consideration and with no impact on the Company’s
balance sheet.

Effective 1 January 2017, the Government has guaranteed amounts due to the Company from these entities,
subject to a limit on the amount of the guarantee for each entity. The aggregate amount guaranteed in 2017 and
2018 was SAR 22.4 billion and SAR 32.7 billion, respectively. See “Business—Relationship with the Kingdom”.

The sales price of crude oil and certain refined products sold to third parties in the Kingdom is at regulated
prices, which are typically lower than prices the Company could obtain if it exported those products. See
“Regulation of the Oil and Gas Industry in the Kingdom—Regulated Domestic Pricing of Certain
Hydrocarbons™. As at 1 January 2017, the Government implemented an equalisation mechanism to compensate
the Company for revenue directly foregone as a result of the Company’s compliance with the mandates related to
crude oil, kerosene, diesel, heavy fuel oil and gasoline. For these products, the Company is entitled to
compensation from the Government in an amount equal to the cost of revenues directly foregone as a result of
compliance with the Kingdom’s current pricing mandates. For financial reporting purposes, the Company records
the equalisation amount as other income related to sales on its consolidated statement of income and is subject to
income tax on that amount. For the years ended 31 December 2017 and 2018, the Company’s other income
related to sales was SAR 150.2 billion and SAR 152.6 billion ($40.7 billion). The Company did not record any
other income related to sales for the year ended 31 December 2016 as the price equalisation mechanism
introduced by the Government was effective from 1 January 2017.

Effective as from 27 March 2018, the Government implemented a price system for Regulated Gas Products to
provide licencees making gas investments an opportunity to realise a commercial rate of return suitable for the
development and exploitation of the gas resources of the Kingdom. Pursuant to the regulations, the Domestic
Price may not be lower than the Blended Price determined to provide a licencee with reasonable post-tax internal
rates of return on existing non-associated gas projects on incremental future projects. However, if the Domestic
Price is greater than the Blended Price, any licencee must pay the Government monthly an amount equal to such
positive excess. See “Regulation of the Oil and Gas Industry in the Kingdom—Regulated Domestic Pricing of
Certain Hydrocarbons—Gas Pricing”.

Proposed Acquisition of Equity Interest in SABIC

On 27 March 2019, the Company announced that it had entered into a purchase agreement with the PIF to
acquire the PIF’s 70% equity interest in SABIC for total consideration of $69.1 billion. See “Overview—
Proposed Acquisition of an Equity Interest in SABIC”. In connection with the acquisition, the Company also
entered into an agreement with SABIC pursuant to which SABIC agreed, among other things, to provide
information to the Company about SABIC and to facilitate certain matters required to complete the transaction.

Sales to Government-Owned or Controlled Entities
Sales to SABIC

The Company has entered into numerous agreements with certain of SABIC’s wholly owned subsidiaries and
affiliates pursuant to which the Company supplies hydrocarbon products to SABIC’s operations in the Kingdom.
Prices for such supplies are based on arms-length pricing available to third parties purchasing from the Company.
SABIC manufactures chemicals, commodities and high performance plastics and steel and operates in over
50 countries. It is listed on Tadawul with approximately 70% of its outstanding common stock owned by the PIF
as at 31 December 2018.
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The agreements provide that the Company supply a maximum amount of certain of its products, including crude
oil and gas, subject to the availability of such resources and any limitations on such products by the Government,
including price regulations and production and refining requirements. The Company generally receives the
Government regulated domestic price for the respective products on arm’s length terms, except in the case of
supply agreements for propane and butane where such prices are calculated based on a formula provided in the
relevant agreement. The agreements generally have a term between 20 and 30 years with no option for renewal.
The Company recorded revenue of SAR 19,039 million, SAR 24,293 million and SAR 32,254 million
($8,601 million) under these agreements in 2016, 2017 and 2018, respectively.

Sales to Saudi Electricity Company

The Company has entered into several oil and gas supply agreements with Saudi Electricity Company pursuant to
which the Company supplies crude oil and gas to certain of Saudi Electricity Company’s power plants. Saudi
Electricity Company is the Kingdom’s national electricity utility company and is listed on Tadawul. As at
31 December 2018, the Company owned 6.9% of its outstanding common stock and the PIF owned 74.3%.

The agreements generally have a term between six months and five years and are automatically renewed unless
terminated by one of the parties. Most of the agreements limit the amount of oil or gas that can be supplied per
day or, in a few agreements, for the term of the agreement. The agreements provide for the Company to receive
the prevailing domestic price or the Government regulated domestic price for the respective products. The
Company provided to Saudi Electricity Company products with a value of SAR 11,959 million in 2016, for
which it received no consideration, and recognised revenue of SAR 12,405 million and SAR 7,268 million
($1,938 million) under these agreements in 2017 and 2018, respectively. As part of the fiscal regime changes, the
Company expects that the future provision or products to Saudi Electricity Company for which the Company
receives no consideration will be settled pursuant to the Government guarantee. See “Management’s Discussion
and Analysis of Results of Operations and Financial Condition—Factors Affecting the Company’s Results of
Operations and Financial Condition—Fiscal Regime Changes—Government guarantee”.

In addition, for the years ended 31 December 2016, 2017 and 2018 the Company provided to Saudi Electricity
Company excess electricity generated by the Company’s facilities with a value of SAR 202.5 million,
SAR 480.0 million and SAR 408.8 million ($109 million), respectively.

Sales to Government Branches and Other Related Parties

For the years ended 31 December 2016, 2017 and 2018, the Company provided crude oil, gas and refined
products and certain services to Saline Water Conversion Corporation, Saudi Arabian Airlines, various branches
of the Government and other entities owned or controlled by the Government. For the year ended 31 December
2016, the Company provided crude oil, gas and refined products and certain services, valued at SAR
6,229 million for which it did not receive consideration. For the years ended 31 December 2017 and 2018, the
Company provided crude oil, gas and refined products and certain services with a value of SAR 9,165 million
and SAR 10,913 million ($2,910 million), respectively, for which it received compensation. See “Management’s
Discussion and Analysis of Results of Operations and Financial Condition—Fiscal Regime Changes—
Government guarantee’.

Purchases from Government-Owned or Controlled Commercial Entities

The Company purchases chemical products from SABIC in connection with its downstream operations. Prices
for such purchases are based on arms’ length pricing available to third parties purchasing from SABIC. Such
purchases totalled SAR 2,764 million, SAR 2,959 million and SAR 3,098 million ($826 million) for the years
ended 31 December 2016, 2017 and 2018, respectively.

The Company purchases electricity from the Saudi Electricity Company. Prices for such purchases are based on
arms-length pricing available to third parties purchasing from the Saudi Electricity Company. Such purchases
totalled SAR 694 million, SAR 308 million and SAR 296 million ($79 million) for the years ended 31 December
2016, 2017 and 2018, respectively.

Corporate Citizenship

The Company engages in a range of corporate social responsibility projects to support the communities and the
environment in which it operates and leverages its know-how and operational capabilities in furtherance of these
projects. The Company considers these activities to be “corporate citizenship” projects and initiatives.

In addition to projects undertaken on its own initiative, the Government has directed, and may in the future
direct, the Company to undertake projects or provide technical assistance for initiatives outside the Company’s
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core businesses in furtherance of the Government’s objectives. Beginning on 24 December 2017, the Concession
requires that all Company contracts with any Government agency or any arrangement for the furnishing of
Hydrocarbons, services or otherwise shall be on a commercial basis. For additional information about the
Company’s corporate citizenship activities, see “Management’s Discussion and Analysis of Results of Operations
and Financial Condition—Consolidated Results of Operations For the Years ended 31 December 2016, 2017 and
2018—Selling, Administrative and General” and “Business—Corporate Citizenship”.

Other Transactions

The Company has an ongoing relationship with the Government through other transactional arrangements, for
which the Company is reimbursed in several different manners. For projects on which the Company provides
financing and arranges for completion of the project, it receives a reimbursement of its expenses through a
reduction in taxes payable. However, such reimbursement only takes into account the Company’s out-of-pocket
expenses. Projects for which the Company has received reimbursement include, among others, King Salman
Energy Park (SPARK), the Jazan Complex Terminal and the National Guard Compound at Thuwal. For the years
ended 31 December 2016, 2017 and 2018, the Company has been reimbursed approximately
SAR 12,720 million, SAR 4,208 million and SAR 5,648 million ($1,506 million) in connection with such
projects. The Government directs the Company to deduct these reimbursement payments from its obligations to
the Government. In accordance with this directive, each month of costs incurred by the Company for such
projects is deducted from its income tax obligations and are considered payment of income tax obligations in the
Company’s Financial Statements.

In February 2018, SADCO, a wholly owned subsidiary of the Company, formed a joint venture with Jacobs
Engineering Inc. to provide professional programme and construction management services for infrastructure
projects undertaken by the Company, the Government and commercial entities in which the Government has
shared ownership or control in the Kingdom. These services are provided on an arm’s length basis and the joint
venture undertakes the management and development of these types of projects.

At the direction of the Government and consistent with the Company’s long-term commercial interests, in the
fourth quarter of 2018 the Company began constructing the infrastructure for King Salman Energy Park
(SPARK), an industrial park aimed to attract international third party manufacturers and suppliers of goods to the
energy sector to locate facilities in the Kingdom. The Company believes that SPARK will shorten the supply
chain for the Company and other companies in the Kingdom’s energy sector, as well as result in more
competitive pricing offered by suppliers of goods to energy sector companies in the Kingdom. Once operational,
SPARK is expected to be managed by the Company. The Company receives a reimbursement of its expenses
related to SPARK through a reduction in taxes payable.

The Company currently provides a variety of services to the Government for which it does not receive
compensation. The Company believes that the amounts expended for, and employee time dedicated to, such
services is not material. These transactions have traditionally included services related to data analyses,
consultations, construction, engineering and design services, among others, as well as secondment of personnel.

Transactions with Directors and Senior Executives

Other than with respect to compensation arrangements, as at the date of this Base Prospectus there are no
transactions in which any of the Company’s Directors or Senior Executives or an immediate family member
thereof had or will have a direct or indirect material interest or were not entered into on an arm’s length basis.
For compensation related transactions with the Company’s Directors and Senior Executives, see “Management—
Compensation of Directors and Senior Executives”.

Approval of Related Party Transactions

The Issuer has adopted a policy for related party transactions, which establishes general guidelines for its
engagement in transactions with related parties and provides that such transactions with related parties be
reviewed by the Audit Committee of the Company’s Board. With respect to related party transactions with the
Government, under the terms of the Concession, all contracts among the Issuer and any Government agency are
required to be on a commercial basis, regardless of whether the transaction is for the supply of hydrocarbons
products, services or otherwise. Pursuant to Company policy, the Company is required to negotiate related party
transactions on an arm’s length basis and such transactions are subject to review by the Audit Committee. The
Company’s Bylaws require that no member of the Board nor any officer of the Company may have a personal
interest, as determined by the Board, in any transaction made on behalf of the Company, unless prior
authorisation is received from the Board.
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REGULATION OF THE OIL AND GAS INDUSTRY IN THE KINGDOM
Overview of Governance, Legal Foundations and Economic Principles
Governance

The Kingdom is a monarchy with a political system rooted in the traditions and culture of Islam. It was
established by the late King Abdul Aziz bin Abdul Rahman bin Faisal Al Saud (the “Founder”) in 1932, with the
issuance of Royal Decree No. 2716, dated 17/5/1351 in the Hijri calendar (corresponding to 23 September 1932).
The Custodian of the Two Holy Mosques, King Salman bin Abdulaziz bin Abdul Rahman bin Faisal bin Turki
bin Abdullah bin Mohammed bin Saud, is both the Kingdom’s Head of State and Head of Government, and has
been so since 23 January 2015.

The Basic Law of the Kingdom (the “Basic Law”) was promulgated under Royal Order No. A/90, dated
27/8/1412 in the Hijri calendar (corresponding to 1 March 1992) and provides that the Holy Quran and Sunnah
(i.e., the traditions of the Prophet Mohammad (PBUH)) form the primary sources of law in the Kingdom. The
Basic Law sets out the framework for government and provides for the powers and authorities of the executive,
administrative, and judicial authorities of the Kingdom, under the ultimate authority of the King. The Basic Law
also sets forth, in general terms, the respective rights and obligations of the Kingdom and its citizens.

The Monarchy in the Kingdom is limited to the sons of the Founder and their male descendants among whom a
Crown Prince is selected and appointed pursuant to the Law of the Allegiance Council. The King also appoints
and relieves Deputy Prime Ministers and members of the Council of Ministers and specifies the government
departments, agencies, and authorities for which a minister shall be responsible by Royal Order.

The Law of the Council of Ministers sets forth the power of the Council of Ministers with respect to internal and
foreign affairs, and to the organisation of the agencies of the Government and coordination among them. It also
sets forth the requirements that ministers must meet, and their powers and accountability, among other things.
The Council of Ministers is responsible for, among other things, executive and administrative matters such as
foreign and domestic policy, defence, finance, health and education. The King presides over the Council of
Ministers, in his role as Prime Minister, and is assisted in the discharge of his functions by the members of the
Council of Ministers in accordance with the provisions of the Basic Law and other laws.

The Law of the Shura Council sets forth the advisory duties of the Shura Council with respect to economic and
social plans, laws, regulations, international treaties, conventions and concessions. It also sets forth the
requirements that members of the Shura Council must meet, their duties, appointment and dismissal, among other
things. The Shura Council cannot pass or enforce laws and can only propose its opinions to the Prime Minister.

The Kingdom has 13 administrative provinces governed by the Law of Provinces whose aim is to regulate the
administrative work and develop the provinces in the Kingdom. It sets forth the duties and responsibilities of the
administrators of each province, forms councils for each province and lays out their membership requirements,
authorities and duties.

Legal Foundations

Saudi law is derived from the Basic Law and legislation enacted in various forms, the most common of which are
Royal Orders, Royal Decrees, High Orders, Council of Ministers’ resolutions, ministerial resolutions and
ministerial circulars having the force of law.

The Basic Law provides that all God’s bestowed wealth, be it underground, on the surface, or in national
territorial waters, on the land or maritime domains under the Kingdom’s control are the property of the Kingdom.
The Basic Law states that the law can set forth the means for exploiting, protecting and developing such
resources for the benefit, security and economy of the Kingdom. No concession can be granted and no public
resources of the Kingdom can be exploited except pursuant to a law in accordance with the Basic Law.

The Basic Law provides that the Kingdom will guarantee private property and its inviolability and requires that
no one be deprived of their property except for the public interest, provided the owner is fairly compensated.
Law on Hydrocarbons

Overview

The Hydrocarbons Law was enacted by Royal Decree No. M/37, dated 2/4/1439 in the Hijri calendar
(corresponding to 20 December 2017) and applies to hydrocarbons, hydrocarbon resources and the hydrocarbon
operations existing within the territory of the Kingdom.
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Licences

No hydrocarbon operations can be conducted in the Kingdom without obtaining a licence in accordance with the
Hydrocarbons Law. The Government grants licences related to hydrocarbon operations pursuant to regulations,
procedures and policies established from time to time, which outline the terms and conditions relating to the
granting of a licence.

The grant of a licence pursuant to the Hydrocarbons Law does not, and cannot, confer any right of ownership of
the soil or subsoil in the licence area. In addition, the Government retains the right to explore for and exploit any
natural resource other than hydrocarbons in the licence area and may exercise such right in a manner that does
not prejudice the licencee’s rights and does not hinder the hydrocarbon operations conducted by a licencee.

Ownership Rights

Under the Hydrocarbons Law, the Kingdom exercises sovereignty over all hydrocarbon deposits, hydrocarbons
and hydrocarbon resources. All hydrocarbons in the Kingdom are owned by the Kingdom and, upon extraction or
recovery of such hydrocarbons by the licencee, title to such hydrocarbons shall automatically pass to the licencee
at the ownership transfer point. The Kingdom’s ownership of hydrocarbon deposits and hydrocarbon resources
may not be transferred.

Supervision and Implementation of the Hydrocarbons Law

MEIM is the only body responsible for implementing the Hydrocarbons Law and overseeing all aspects of a
licencee’s hydrocarbons operations, including the licencee’s technical operations and the review of all the
licencee’s revenues and expenses. MEIM acts as a liaison between relevant bodies and the licencee in relation to
a licence. MEIM is also responsible for preparing and overseeing the national strategies and policies related to
hydrocarbons to ensure the implementation, development and well-use of hydrocarbon resources, and
conservation of the Kingdom’s hydrocarbon reserves for future generations.

Production Decisions

The Kingdom has the sovereign, exclusive and binding authority to make production decisions related to both the
maximum level of hydrocarbons that a licencee can produce at any given point in time and the level of MSC that
a licencee must maintain. In each case, the Kingdom shall take into account the Kingdom’s economic
development, environment conservation, national security, political and developmental goals, foreign policy,
diplomatic considerations, domestic energy needs, public interest and any other sovereign interest when making a
production decision. In setting the level of MSC, consideration shall be given to the economic or operational
effects of a licencee. A licencee must provide the Kingdom with any requested information relating to
hydrocarbons exploration, extraction and production, including financial and technical data, discovery data and
any other information that could facilitate the issuance of a production decision. The Kingdom has unrestricted
access to such information.

Conservation of Hydrocarbon Resources

The Hydrocarbons Law requires that hydrocarbons operations be managed and maintained in a professional,
adequate and active manner in accordance with international industry standards and the Hydrocarbons Law and
regulations, and in an economically feasible and efficient manner that promotes the long-term productivity of
reservoirs in the licence area and supports the prudent stewardship for hydrocarbon resources and hydrocarbons,
and limits their abandonment.

Additional Licencees Obligations

A licencee is responsible for taking all prudent and sound procedures to ensure the safety of the licencee’s
hydrocarbon operations and facilities, in accordance with international industry standards and applicable laws. A
licencee is also obligated to take all required precautions, in accordance with the relevant hydrocarbons
regulations and international industry standards, to prevent waste and leakage of hydrocarbons, and damage to
formations containing water and hydrocarbons during drilling, repairing or deepening of wells, or in events of
abandonment or relinquishment, and to prevent leakage of gas and liquids into bearing layers or other layers.

The Hydrocarbons Law prohibits any licencee from selling to any entity any hydrocarbons or derivatives
obtained through the licence in violation of what the Kingdom considers necessary to protect the fundamental
security interests of the Kingdom in times of war or other emergencies in international relations.
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Law of Gas Supplies and Pricing
Overview

The GSPR was enacted by Royal Decree No. M/36, dated 25/6/1424 in the Hijri calendar (corresponding to
23 August 2003), and applies to the activities of transmission, processing, fractionation, storage, local
distribution, aggregation, sales and marketing (each, a “Regulated Activity”) of any gaseous or liquid
hydrocarbons (other than crude oil or condensate) produced in the Kingdom which have been subject to
treatment in a gas treatment plant (“Regulated Hydrocarbons™).

Licences

Pursuant to the GSPR, a licence is required for the conduct of any Regulated Activity. In considering an
application for a licence, MEIM takes into account the long term security of supply of any Regulated
Hydrocarbons, the avoidance of undesirable duplication consistent with the optimal development of the
Kingdom’s gas industry and the proximity of the proposed Regulated Activity to the MGS.

The Company as Aggregators and Tariffs
Under the GSPR, the Company acts as the aggregator of Regulated Hydrocarbons which access the MGS.

MEIM publishes transportation, processing and fractionation tariffs, and other terms and conditions applicable to
the MGS and to connections to the MGS as prescribed in the rules of implementation of the GSPR. The tariff and
other terms and conditions for services provided through any pipeline that is not connected to the MGS are
negotiated between the relevant parties. The rules of implementation of the GSPR set out the criteria for
determining third party access tariffs which may be charged for the utilisation of any local distribution system.

Marketing and Sales Rights; Price for Natural Gas

Pursuant to the GSPR, the Company performs all domestic marketing and sales of natural gas and NGLs from the
MGS with certain exceptions. The Company also undertakes the export of NGLs produced within the Kingdom.
Any company that produces Regulated Hydrocarbons in the Kingdom and does not access the MGS may
domestically consume, sell or otherwise domestically dispose of such Relevant Hydrocarbon as per the terms set
by MEIM. All natural gas produced by any company is to be priced at the regulated price in the Kingdom at the
point of delivery to a major consumer or to a licencee entitled to operate a local distribution system.

Allocation of Natural Gas and NGLs

The necessary allocation to users of Regulated Hydrocarbons is effected by the Ministry pursuant to criteria set
by MEIM on the basis of sectorial demand estimates for each of the electricity sector, the petrochemical sector,
the water desalination sector, the oil sector and other industrial sectors, reflecting the usages of natural gas and
NGLs that achieve the optimal efficiency and produce the highest added value to the national economy of the
Kingdom.

Regulated Domestic Pricing of Certain Hydrocarbons
Setting of Domestic Prices for Regulated Hydrocarbons

Pursuant to a series of Council of Ministers Resolutions, the Kingdom has established regulated prices for
domestic sales of certain hydrocarbons: crude oil; natural gas (including ethane); NGLs (propane, butane and
natural gasoline); and some refined products (kerosene, diesel, heavy fuel oil and gasoline) (the “Regulated
Products”).

Liquids Price Equalisation

Pursuant to the Council of Ministers Resolution No. 406, dated 28/6/1438 in the Hijri calendar (corresponding to
27 March 2017), and the Ministerial Resolutions issued by MEIM and confirmed by the Ministry of Finance,
No. 1439/2465/1, dated 10/4/1439 in the Hijri calendar (corresponding to 28 December 2017) (the “Liquids
Price Equalisation”), when the Company sells any crude oil, kerosene, diesel, heavy fuel oil or gasoline (each a
“Relevant Liquid Product”) domestically at a price below the corresponding equalisation prices (described
below), the Company is entitled to compensation from the Government in an amount equal to the cost of the
revenues directly foregone as a result of the Company’s compliance with the Kingdom’s current pricing
mandates. In the event the equalisation price is less than the regulated price, the difference would be due from the
Company to the Government.
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MEIM is responsible for administering the Liquids Price Equalisation regime, including the setting of the
equalisation prices from time to time. The equalisation prices are established separately by MEIM for each
Relevant Liquid Product using a combination of either internationally recognised indices or, where relevant, the
Company’s official selling price and, depending on the Relevant Liquid Product, on the basis of export parity,
import parity, or a combination of both. The Company is required to provide information and technical assistance
to MEIM as necessary for this purpose.

The compensation from the Government is accounted for on a monthly basis and is calculated as the positive
difference between the equalisation prices and the regulated prices (minus any Government fees). The Company
must provide MEIM with a statement detailing the total amount due to the Company in a monthly period no later
than 60 days after the relevant monthly period. The Company may then offset this compensation against any
taxes payable, and in the event taxes are insufficient, any other amounts due and payable by the Company to the
Government, such as royalties.

Gas Pricing

From time to time, the Kingdom establishes minimum prices for the domestic sale of gas hydrocarbons (the
“Domestic Price”), including those for natural gas, ethane and NGLs (each a “Regulated Gas Product”).
Pursuant to the Council of Ministers Resolution No. 370, dated 10/7/1439 in the Hijri calendar (corresponding to
27 March 2018), and the Ministerial Resolutions issued by MEIM, in agreement with the Ministry of Finance,
No. 01-5928-1439, dated as at 27/8/1439 in the Hijri calendar (corresponding to 13 May 2018), the Kingdom
establishes the minimum price due to licencees for the domestic sale of Regulated Gas Products (the “Blended
Price”) in order to ensure that such licencees making gas investments realise a commercial rate of return suitable
for the development and exploitation of gas resources in the Kingdom (with reasonable rates of return on existing
non-associated gas projects and on incremental future non-associated projects). In order to ensure such rate of
return, the Domestic Price for any Regulated Gas Product set by the Government, excluding any Government
fees or other value added taxes, must not be lower than the Blended Price for a Regulated Gas Product.
Alternatively, if the Domestic Price set by the Government exceeds the Blended Price for a Regulated Gas
Product, excluding any Government fees or value added taxes, the licencee is required pay to the Government
monthly an amount equal to such positive excess.

The Blended Price for each Regulated Gas Product is a compound price that is determined by MEIM based on a
compilation of gas projects approved by MEIM for the exploration, development, production, treatment, storage,
transmission, sale or transfer of Regulated Gas Products by gas producers on an ongoing basis. Each individual
gas project establishes assumptions as to the total future cash flows, including tax, operation expenses, and
investment costs, of such gas project and further establishes such gas project contribution to the overall Blended
Price set by MEIM to ensure that each relevant gas producer achieves the rate of return for that gas project.

For each Regulated Gas Product, the Blended Prices (and the underlying gas projects that establish the Blended Prices)
are subject to change. In addition, the Blended Prices and the individual prices for each gas project are subject to
review upon changes to the laws and regulations affecting such prices, for example, the calculation of royalties, the
income tax law imposed on the Company, or other payments to the Government that may affect the prices.

Government Guarantee

The Company sells hydrocarbon products to various Government and semi-Government entities, including
ministries and other branches of the Government, and separate legal entities in which the Government has share
ownership or control. Effective 1 January 2017, the Government guaranteed amounts due to the Company from
these entities, subject to a limit on the amount of the guarantee for each entity, which have been set for 2018 and
2019. The aggregate amount guaranteed in 2017 and 2018 was SAR 22.4 billion and SAR 32.7 billion,
respectively. Prior to the beginning of each subsequent fiscal year or during such year upon the change to any
Government established domestic prices for hydrocarbon products (such regulated sales constituting the majority
of the sales to Government and semi-Government entities covered by the guarantee), MEIM will consult with the
Ministry of Finance and will provide the Company with a list of the entities to be covered by the guarantee for
that year and the guarantee limit for each covered entity. Government entities previously covered will remain
subject to the guarantee, but the guarantee will cease with respect to any entity in which the Government has
share ownership or control if such entity pays amounts due to the Company on a timely basis for five years. The
Company is permitted to discontinue supply to any such Government or semi-Government customer upon the
exhaustion of the credit limit or if such customer is no longer a guaranteed customer and fails to pay any amounts
when due. The Company may set off any guaranteed amounts that are past due against taxes due to the
Government, or if amount of taxes are inadequate, any other amounts the Company owes to the Government.
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Other Relevant Laws and Regulations
Health and Safety Regulations

Health and safety matters associated with oil and gas activities are regulated through several Government
authorities, including the Ministry of Interior and the High Commission for Industrial Security. Health and safety
principles and obligations are included in Part 8 (Protection against Occupational Hazards, Major Industrial
Accidents and Work Injuries, and Health and Social Services) of the Saudi Arabian Labour Law issued under
Royal Decree No. M/51, dated 23/8/1426 in the Hijri calendar (corresponding to 27 September 2005), as
amended, and Part 5 of the Social Insurance Law, enacted by Royal Decree No. M/22 dated 6/9/1389 in the Hijri
calendar (corresponding to 15 October 1969) as amended by Royal Decree No. M/33 dated 3/9/1421 in the Hijri
calendar (corresponding to 29 November 2000).

Environmental Regulations

Under the General Environmental Law, enacted by Royal Decree No. M/34, dated 28/7/1422 in the Hijri calendar
(corresponding to 16 October 2001), and its implementing regulations issued by the Ministry of Defence
Resolution No. 1/1/4/5/1/924 dated 3/8/1424 in the Hijri calendar (corresponding to 30 September 2003) as
amended by the Ministry of Defence Resolution No. 1/1/4/5/2391 dated 8/5/1426 in the Hijri calendar
(corresponding to 15 June 2005), the General Authority of Meteorology and Environmental Protection
(“GAMEP”) as well as MEWA are charged with the general supervision of environmental affairs in the
Kingdom. This law sets out wide-ranging prohibitions of pollution and contamination of air, land and water, with
particular reference to all parties involved in services, industry or other economic activities. Owners of
“projects”, which are defined as utilities and facilities that may have an effect on the environment, are required to
comply with existing and future environmental specifications, standards, measurements and guidelines as
promulgated by GAMEP and/or MEWA and set out in the appendices of the corresponding implementing
regulations. Prior to the initiation of a project, an environmental evaluation study, identifying: (i) potential
environmental impacts; (ii) appropriate actions and means to prevent or reduce negative impacts; and/or
(iii) appropriate actions to increase the project’s positive returns to the environment, must be completed in
accordance with the relevant environmental specifications and standards.

Apart from national environmental legislation, other regulations are applicable in certain areas of the Kingdom.
The Royal Commission for Jubail and Yanbu’ has issued detailed local environmental regulations applicable to
facilities located within the Royal Commission areas and contractors operating therein (i.e., the Jubail Industrial
City Royal Commission Environmental Regulations of September 1999). The Company separately requires
compliance with environmental standards in certain circumstances. For example, the Company administers the
oil loading terminals at Ras Tanura, Ju’aymah and several smaller terminals independently of the Saudi Ports
Authority by administering its own set of rules in relation to such areas.

Saudisation

The Kingdom has promulgated a Saudisation policy (“Saudisation”) implemented by the Ministry of Labour and
Social Development. Saudisation requires Saudi companies to ensure that a certain percentage of their workforce
comprises Saudi nationals. Further, investors in the energy sector are encouraged to abide by the Kingdom’s
broad policies of ensuring a commitment to the training and employment of Saudis. The Nitaqat Saudisation
Programme (the “Nitagat Programme”) was approved pursuant to the Minister of Labour and Social
Development Resolution No. 4040, dated 12/10/1432 in the Hijri calendar (corresponding to 10 September
2011), based on Council of Ministers Resolution No. 50, dated 21/5/1415 in the Hijri calendar (corresponding to
27 October 1994), which was applied as at 12/10/1432 in the Hijri calendar (corresponding to 10 September
2011). The Ministry of Labour established the Nitagat Programme to encourage establishments to hire Saudi
nationals. The Nitaqat Programme assesses an establishment’s Saudisation performance based on specific ranges
of compliance, which are platinum, green (which is further divided into low, medium and high ranges), yellow
and red. The Company has been classified under the “High Green” category, which means that the Company
complies with the current Saudisation requirements, which accordingly allow the compliant companies to secure
work visas. As at 31 December 2018, approximately 88.1% of the Company’s employees and approximately
94.7% of the Company’s senior management and leadership teams were Saudi nationals.

Moreover, the Ministry of Labour and Social Development has recently approved a new amendment to the
Nitaqat Programme under the ‘“Nitagat Mawzon” in order to improve market’s performance and development
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and to eliminate non-productive nationalisation. It was intended to come into effect on 12/3/1438 in the Hijri
calendar (corresponding to 11 December 2016), but in response to private sector demands for additional time to
achieve the nationalisation rate, the Ministry of Labour and Social Development postponed the programme until
further notice and no new implementation date has been set.

Under the “Nitagat Mawzon” programme, points would be calculated based on five factors: (i) the nationalisation
rate; (ii) the average wage for Saudi workers; (iii) the percentage of female nationalisation; (iv) job sustainability
for Saudi nationals; and (v) the percentage of Saudi nationals with high wages. Currently, entities continue to be
ranked on the basis of a system of rolling averages which calculate average weekly “Saudisation” over a 26 week
period.
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FORM OF THE NOTES

The Notes of each Series will be issued in registered form both outside the United States in reliance on the
exemption from registration provided by Regulation S and within the United States in reliance on Rule 144A.

The Notes of each Tranche offered and sold in reliance on Regulation S, which will be sold to persons who are
not U.S. persons outside the United States, will initially be represented by a Global Note in registered form (a
“Regulation S Global Note”). Prior to expiry of the distribution compliance period (as defined in Regulation S)
applicable to a Tranche of Notes, beneficial interests in a Regulation S Global Note may not be offered or sold to,
or for the account or benefit of, a U.S. person save as otherwise provided in Condition 2 (Transfers of Notes) and
may not be held otherwise than through Euroclear or Clearstream, Luxembourg and such Regulation S Global
Note will bear a legend regarding such restrictions on transfer.

The Notes of a Tranche offered and sold in the United States or to U.S. persons may only be offered and sold in
private transactions to persons reasonably believed to be QIBs. The Notes of a Tranche sold to QIBs will be
represented by a Global Note in registered form (a “Rule 144A Global Note” and, together with a Regulation S
Global Note of such Tranche, a “Global Note”).

Global Notes will either: (a) be deposited with a custodian for, and registered in the name of a nominee of, the
Depository Trust Company (“DTC”); or (b) be deposited with a common depositary for, and registered in the
name of a nominee of such common depositary, Euroclear and Clearstream, Luxembourg, as specified in the
applicable Final Terms. Persons holding beneficial interests in Global Notes will be entitled or required, as the
case may be, under the circumstances described below, to receive physical delivery of definitive Notes in fully
registered form.

Payments of principal, interest and any other amount in respect of the Global Notes will, in the absence of
provision to the contrary, be made to the person shown on the Register (as defined in Condition 1 (Form,
Denomination and Title)) as the registered holder of the Global Notes. All amounts payable to DTC or its
nominee as registered holder of a Global Note in respect of Notes denominated in a Specified Currency other
than U.S. Dollars shall be paid by transfer by the Registrar to an account in the relevant Specified Currency of
the relevant exchange agent on behalf of DTC or its nominee for conversion into and payment in U.S. Dollars in
accordance with the provisions of the Agency Agreement. None of the Issuer, any Agent or the Trustee will have
any responsibility or liability for any aspect of the records relating to or payments or deliveries made on account
of beneficial ownership interests in the Global Notes or for maintaining, supervising or reviewing any records
relating to such beneficial ownership interests.

Payments of principal, interest or any other amount in respect of the Notes in definitive form will, in the absence
of provision to the contrary, be made to the persons shown on the Register on the relevant Record Date (as
defined in Condition 5.2 (Payments of principal and interest)) immediately preceding the due date for payment
in the manner provided in that Condition.

Interests in a Global Note will be exchangeable (free of charge), in whole but not in part, for definitive Notes
without interest coupons attached only upon the occurrence of an Exchange Event. For these purposes,
“Exchange Event” means that: (a) in the case of Notes registered in the name of a nominee for DTC, either DTC
has notified the Issuer that it is unwilling or unable to continue to act as depository for the Notes or DTC has
ceased to constitute a clearing agency registered under the Exchange Act and, in either case, no alternative
clearing system satisfactory to the Trustee is available; (b) in the case of Notes registered in the name of a
nominee for a common depositary for Euroclear and Clearstream, Luxembourg, the Issuer has been notified that
both Euroclear and Clearstream, Luxembourg have been closed for business for a continuous period of 14 days
(other than by reason of holiday, statutory or otherwise) or have announced an intention permanently to cease
business or have in fact done so and, in any such case, no successor clearing system satisfactory to the Trustee is
available; or (c) the Issuer has or will become subject to adverse tax consequences which would not be suffered
were the Notes represented by the Global Note in definitive form and a certificate to that effect signed by two
authorised signatories of the Issuer is given to the Trustee. The Issuer will promptly give notice to Noteholders in
accordance with Condition 12 (Notices) if an Exchange Event occurs. In the event of the occurrence of an
Exchange Event, DTC, Euroclear and/or Clearstream, Luxembourg or any person acting on their behalf (acting
on the instructions of any holder of an interest in such Global Note) or the Trustee may give notice to the
Registrar requesting exchange and, in the event of the occurrence of an Exchange Event as described in
(c) above, the Issuer may also give notice to the Registrar requesting exchange. Any such exchange shall occur
not later than ten days after the date of receipt of the first relevant notice by the Registrar.
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Transfer of Interests

Interests in a Global Note may, subject to compliance with all applicable restrictions, be transferred to a person
who wishes to hold such interest in another Global Note. No beneficial owner of an interest in a Global Note will
be able to transfer such interest, except in accordance with the applicable procedures of DTC, Euroclear and
Clearstream, Luxembourg, in each case to the extent applicable. The Notes are subject to the restrictions on
transfer set forth therein and will bear a legend regarding such restrictions. See “Transfer Restrictions”.

General

Pursuant to the Agency Agreement, the Principal Paying Agent shall arrange that, where a further Tranche of
Notes is issued which is intended to form a single Series with an existing Tranche of Notes, the Notes of such
further Tranche shall be assigned a Common Code and ISIN and, where applicable, a CUSIP number, which are
different from the Common Code, ISIN and CUSIP assigned to Notes of any other Tranche of the same Series
until at least the expiry of the distribution compliance period (as defined in Regulation S) applicable to the Notes
of such Tranche.

Any reference herein to Euroclear and/or Clearstream, Luxembourg and/or DTC shall, whenever the context so
permits, be deemed to include a reference to any additional or alternative clearing system as may be approved by
the Issuer and the Trustee.

The Issuer may agree with any Dealer that Notes may be issued in a form not contemplated by the Terms and
Conditions of the Notes herein, in which event a new Base Prospectus or a supplement to the Base Prospectus, if
appropriate, will be made available which will describe the effect of the agreement reached in relation to such
Notes.
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TERMS AND CONDITIONS OF THE NOTES

The following is the text of the terms and conditions of the Notes which, subject to completion in accordance with
the provisions of Part A of the applicable Final Terms, will be incorporated by reference into each Global Note
(as defined below) and each Definitive Note (as defined below), in the latter case only if permitted by the relevant
stock exchange or other relevant authority (if any) and agreed by the Issuer and the relevant Dealer(s) at the
time of issue but, if not so permitted and agreed, such Definitive Note will have endorsed thereon or attached
thereto such terms and conditions. The applicable Final Terms in relation to any Tranche (as defined below) of
Notes shall complete the following terms and conditions for the purposes of such Notes. The applicable Final
Terms (or the relevant provisions thereof) will be endorsed upon, or attached to, each Global Note and Definitive
Note. Reference should be made to “Form of Final Terms” for a description of the content of the Final Terms
which will specify which of such terms are to apply in relation to the relevant Notes.

This Note is one of a Series (as defined below) of Notes issued by Saudi Arabian Oil Company (the “Issuer”)
under a Global Medium Term Note Programme (the “Programme”) established by the Issuer. The Notes are
constituted by a trust deed (as amended and/or supplemented and/or restated from time to time, the “Trust
Deed”) dated 1 April 2019 made between the Issuer and Citibank, N.A., London Branch (the “Trustee”, which
expression shall include any successor trustee) as trustee for the Noteholders (as defined below).

The Notes have the benefit of an agency agreement (as amended and/or supplemented and/or restated from time
to time, the “Agency Agreement”) dated 1 April 2019 and made between the Issuer, the Trustee, Citibank N.A.,
London Branch as principal paying agent (the “Principal Paying Agent”, which expression shall include any
successor principal paying agent and, together with any additional paying agents appointed pursuant to the
Agency Agreement, the “Paying Agents”), as transfer agent (the “Transfer Agent”, which expression shall
include any additional or successor transfer agents) and as calculation agent (the “Calculation Agent”, which
expression shall include any additional or successor calculation agents) and Citibank Global Markets Europe AG
as registrar (the “Registrar”, which expression shall include any additional or successor registrar). References in
these Conditions to “Agents” shall mean the Paying Agents, the Transfer Agent and the Registrar.

The terms and conditions applicable to the Notes are these terms and conditions (“Conditions”) as may be
completed by a set of final terms in relation to each Series (as defined below) (“Final Terms”). The final terms
for this Note (or the relevant provisions thereof) are set out in Part A of the Final Terms attached to or endorsed
on this Note which complete these Conditions. References to the “applicable Final Terms” are to Part A of the
Final Terms (or the relevant provisions thereof) attached to or endorsed on this Note.

References herein to the “Notes” shall be references to the Notes (whether in global form as a registered global
note (a “Global Note”) or a definitive Note in registered form (whether or not exchanged for a Global Note)
(“Definitive Notes”)) which are the subject of the applicable Final Terms.

The Trustee acts for the benefit of the “Noteholders” (which expression shall mean the persons in whose name
the Notes are registered and shall, in relation to any Notes represented by a Global Note, be construed as
provided in Condition 1 (Form, Denomination and Title) below), in accordance with the provisions of the Trust
Deed.

As used herein, “Tranche” means Notes which are identical in all respects (including as to listing and admission
to trading) and “Series” means a Tranche of Notes together with any further Tranche or Tranches of Notes which
are: (a) expressed to be consolidated and form a single series; and (b) identical in all respects (including as to
listing and admission to trading) except for their respective Issue Dates (unless this is a Zero Coupon Note),
Interest Commencement Dates and/or Issue Prices.

Copies of the Trust Deed and the Agency Agreement are available for inspection and/or collection during normal
business hours at the specified office of the Principal Paying Agent. Copies of the applicable Final Terms are
available for viewing at the registered office of the Issuer and of the Principal Paying Agent and copies may be
obtained from those offices save that, if this Note is neither admitted to trading on a regulated market in the
European Economic Area nor offered in the European Economic Area in circumstances where a prospectus is
required to be published under the Prospectus Directive, the applicable Final Terms will only be obtainable by a
Noteholder holding one or more Notes and such Noteholder must produce evidence satisfactory to the Issuer, the
Trustee and the relevant Agent as to its holding of such Notes and identity. The Noteholders are deemed to have
notice of, are bound by and are entitled to the benefit of, all the provisions of the Trust Deed, the Agency
Agreement and the applicable Final Terms which are applicable to them. The statements in the Conditions
include summaries of, and are subject to, the detailed provisions of the Trust Deed and the Agency Agreement.
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Words and expressions defined in the Trust Deed, the Agency Agreement or used in the applicable Final Terms
shall have the same meanings where used in the Conditions unless the context otherwise requires or unless
otherwise stated and provided that, in the event of inconsistency between the Trust Deed and the Agency
Agreement, the Trust Deed will prevail and, in the event of inconsistency between the Trust Deed or the Agency
Agreement and the applicable Final Terms, the applicable Final Terms will prevail.

1.

FORM, DENOMINATION AND TITLE

The Notes are issued in registered form and, in the case of Definitive Notes, serially numbered, in each
case in the specified currency (the “Specified Currency”) and the specified denomination(s) (the
“Specified Denomination(s)”’) shown in the applicable Final Terms or integral multiples thereof, without
interest coupons, provided that the (i) Specified Denomination(s) shall not be less than €100,000 or its
equivalent in other currencies and (ii) interests in the Rule 144A Global Notes (as defined below) shall be
held in amounts of not less than U.S.$200,000 or its equivalent in other currencies.

This Note may be a Fixed Rate Note, a Floating Rate Note, a Zero Coupon Note or a combination of any of
the foregoing, depending upon the Interest Basis specified in the applicable Final Terms.

Subject as provided below, title to the Notes will pass upon registration of transfers in the register (the
“Register”’) maintained by the Registrar in accordance with the provisions of the Agency Agreement. The
Issuer, the Trustee and any Agent will (except as otherwise required by law) deem and treat the registered
holder of any Note as the absolute owner thereof (whether or not overdue and notwithstanding any notice
of ownership or writing thereon or notice of any previous loss or theft thereof) for all purposes but, in the
case of any Global Note, without prejudice to the provisions set out in the next succeeding paragraph.

For so long as any of the Notes is represented by a Global Note held on behalf of Euroclear Bank SA/NV
(“Euroclear”) and/or Clearstream Banking, S.A. (“Clearstream, Luxembourg”), each person (other than
Euroclear or Clearstream, Luxembourg) who is for the time being shown in the records of Euroclear or of
Clearstream, Luxembourg as the holder of a particular nominal amount of such Notes (in which regard any
certificate or other document issued by Euroclear or Clearstream, Luxembourg as to the nominal amount of
such Notes standing to the account of any person shall be conclusive and binding for all purposes save in
the case of manifest error) shall be treated by the Issuer, the Trustee and the Agents as the holder of such
nominal amount of such Notes for all purposes other than with respect to the payment of principal or
interest on such nominal amount of such Notes, for which purpose the registered holder of the relevant
Global Note shall be treated by the Issuer, the Trustee and any Agent as the holder of such nominal amount
of such Notes in accordance with and subject to the terms of the relevant Global Note and the expressions
“Noteholder” and “holder of Notes” and related expressions shall be construed accordingly.

For so long as the Depository Trust Company (“DTC”) or its nominee is the registered owner or holder of
a Global Note, DTC or such nominee, as the case may be, will be considered the sole owner or holder of
the Notes represented by such Global Note for all purposes under the Trust Deed and the Agency
Agreement and the Notes except to the extent that in accordance with DTC’s published rules and
procedures any ownership rights may be exercised by its participants or beneficial owners through
participants.

In determining whether a particular person is entitled to a particular nominal amount of Notes as aforesaid,
the Trustee may rely on such evidence and/or information and/or certification as it shall, in its absolute
discretion, think fit and, if it does so rely, such evidence and/or information and/or certification shall, in the
absence of manifest error, be conclusive and binding on all concerned.

Notes which are represented by a Global Note will be transferable only in accordance with the rules and
procedures for the time being of DTC, Euroclear and Clearstream, Luxembourg, as the case may be.
References to DTC, Euroclear and/or Clearstream, Luxembourg shall, whenever the context so permits, be
deemed to include a reference to any additional or alternative clearing system specified in the applicable
Final Terms or as may otherwise be approved by the Issuer, the Principal Paying Agent and the Trustee.

141



2.2

23

24

TRANSFERS OF NOTES
Transfers of interests in Global Notes

Transfers of beneficial interests in Global Notes will be effected by DTC, Euroclear or Clearstream,
Luxembourg, as the case may be, and, in turn, by other participants and, if appropriate, indirect participants
in such clearing systems acting on behalf of transferors and transferees of such interests. A beneficial
interest in a Global Note will, subject to compliance with all applicable legal and regulatory restrictions, be
transferable for Definitive Notes or for a beneficial interest in another Global Note only in the Specified
Denomination(s) set out in the applicable Final Terms and only in accordance with the rules and operating
procedures for the time being of DTC, Euroclear or Clearstream, Luxembourg, as the case may be, and in
accordance with the terms and conditions specified in the Trust Deed and the Agency Agreement.
Transfers of a Global Note registered in the name of a nominee for DTC shall be limited to transfers of
such Global Note, in whole but not in part, to another nominee of DTC or to a successor of DTC or such
successor’s nominee.

Transfers of Definitive Notes

Subject as provided in Conditions 2.5 (Transfers of interests in Regulation S Global Notes), 2.6 (Transfers
of interests in Legended Notes) and 2.7 (Exchanges and transfers of Notes generally) below, upon the
terms and subject to the conditions set forth in the Trust Deed and the Agency Agreement, Definitive
Notes may be transferred in whole or in part (in the Specified Denomination(s) set out in the applicable
Final Terms).

In order to effect any such transfer; (a) the holder or holders must: (i) surrender the Definitive Note for
registration of the transfer of the Note (or the relevant part of the Note) at the specified office of any
Transfer Agent, with the form of transfer thereon duly executed by the holder or holders thereof or his or
their attorney or attorneys duly authorised in writing; and (ii) complete and deposit such other
certifications as may be required by the Transfer Agent; and (b) the Transfer Agent must, after due and
careful enquiry, be satisfied with the documents of title and the identity of the person making the request.
Any such transfer will be subject to such reasonable regulations as the Issuer, the Trustee and the Registrar
may from time to time prescribe (the initial such regulations being set out in Schedule 4 (Register and
Transfer of Notes) to the Agency Agreement). Subject as provided above, the Transfer Agent will, within
three business days (being for this purpose a day on which banks are open for business in the city where
the specified office of the Transfer Agent is located) of the request (or such longer period as may be
required to comply with any applicable fiscal or other laws or regulations), deliver, or procure the delivery
of, at its specified office to the transferee or (at the risk of the transferee) send by uninsured mail, to such
address as the transferee may request, a new Definitive Note of a like aggregate nominal amount to the
Note (or the relevant part of the Note) transferred. In the case of the transfer of part only of a Definitive
Note, a new Definitive Note in respect of the balance of the Note not transferred will be so delivered or (at
the risk of the transferor) sent to the transferor. A Note may not be transferred unless the nominal amount
of Notes transferred and (where not all of the Notes held by a transferor are being transferred) the nominal
amount of the balance of Notes not transferred are Specified Denominations.

Registration of transfer upon partial redemption
In the event of a partial redemption of Notes under Condition 6 (Redemption and Purchase), the Issuer
shall not be required to register the transfer of any Note, or part of a Note, called for partial redemption.

Costs of registration

Noteholders will not be required to bear the costs and expenses of effecting any registration of transfer as
provided above, except for any costs or expenses of delivery other than by regular uninsured mail and
except that the Issuer may require the payment of a sum sufficient to cover any stamp duty, tax or other
governmental charge that may be imposed in relation to the registration.
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2.5

2.6

2.7

2.8

Transfers of interests in Regulation S Global Notes

Prior to expiry of the applicable Distribution Compliance Period, transfers by the holder of, or of a
beneficial interest in, a Regulation S Global Note to a transferee in the United States or who is a U.S.
person will only be made:

(a) upon receipt by the Registrar of a written certification substantially in the form set out in the Agency
Agreement, amended as appropriate (a “Transfer Certificate”), copies of which are available from
the specified office of any Transfer Agent, from the transferor of the Note or beneficial interest
therein to the effect that such transfer is being made to a person whom the transferor reasonably
believes is a QIB in a transaction meeting the requirements of Rule 144A; or

(b) otherwise pursuant to the Securities Act or an exemption therefrom, subject to receipt by the Issuer
of such satisfactory evidence as the Issuer may reasonably require, which may include an opinion of
U.S. counsel, that such transfer is in compliance with any applicable securities laws of any State of
the United States,

and, in each case, in accordance with any applicable securities laws of any State of the United States or any
other jurisdiction.

In the case of (a) above, such transferee may take delivery through a Legended Note in global or definitive
form. After expiry of the applicable Distribution Compliance Period: (i) beneficial interests in
Regulation S Global Notes registered in the name of a nominee for DTC may be held through DTC
directly, by a participant in DTC, or indirectly through a participant in DTC; and (ii) such certification
requirements will no longer apply to such transfers.

Transfers of interests in Legended Notes
Transfers of Legended Notes or beneficial interests therein may be made:

(a) to a transferee who takes delivery of such interest through a Regulation S Global Note, upon receipt
by the Registrar of a duly completed Transfer Certificate from the transferor to the effect that such
transfer is being made in accordance with Regulation S and that in the case of a Regulation S Global
Note registered in the name of a nominee for DTC, if such transfer is being made prior to expiry of
the applicable Distribution Compliance Period, the interests in the Notes being transferred will be
held immediately thereafter through Euroclear and/or Clearstream, Luxembourg; or

(b) to a transferee who takes delivery of such interest through a Legended Note where the transferee is a
person whom the transferor reasonably believes is a QIB in a transaction meeting the requirements
of Rule 144 A, without certification; or

(c) otherwise pursuant to the Securities Act or an exemption therefrom, subject to receipt by the Issuer
of such satisfactory evidence as the Issuer may reasonably require, which may include an opinion of
U.S. counsel, that such transfer is in compliance with any applicable securities laws of any State of
the United States,

and, in each case, in accordance with any applicable securities laws of any State of the United States or any
other jurisdiction.

Upon the transfer, exchange or replacement of Legended Notes, or upon specific request for removal of the
Legend, the Registrar shall deliver only Legended Notes or refuse to remove the Legend, as the case may
be, unless there is delivered to the Issuer such satisfactory evidence as may reasonably be required by the
Issuer, which may include an opinion of U.S. counsel, that neither the Legend nor the restrictions on
transfer set forth therein are required to ensure compliance with the provisions of the Securities Act.

Exchanges and transfers of Notes generally

Holders of interests in a Global Note may exchange such interests for Definitive Notes of the same type
upon the occurrence of an Exchange Event (as defined in the Global Note).

Definitions

In this Condition, the following expressions shall have the following meanings:

“Distribution Compliance Period” means, with respect to a Tranche of Notes, the period that ends
40 days after the completion of the distribution of such Tranche of Notes, as certified by the relevant
Dealer (in the case of a non-syndicated issue) or the relevant Lead Manager (in the case of a syndicated
issue);

143



“Legended Note” means Notes (whether in definitive form or represented by a Global Note) sold in
private transactions to QIBs in accordance with the requirements of Rule 144A which bear a legend
specifying certain restrictions on transfer (a “Legend”);

“QIB” means a “qualified institutional buyer” within the meaning of Rule 144A;
“Regulation S” means Regulation S under the Securities Act;

“Regulation S Global Note” means a Global Note representing Notes sold outside the United States in
reliance on Regulation S;

“Rule 144A” means Rule 144 A under the Securities Act;

“Rule 144A Global Note” means a Global Note representing Notes sold in the United States or to QIBs
pursuant to Rule 144A; and

“Securities Act” means the United States Securities Act of 1933, as amended.

STATUS OF THE NOTES

The Notes are direct, unconditional, unsubordinated and unsecured obligations of the Issuer and rank pari
passu among themselves and (save for certain obligations required to be preferred by law) equally with all
other unsecured obligations (other than subordinated obligations, if any) of the Issuer, from time to time
outstanding.

INTEREST
Interest on Fixed Rate Notes

Each Fixed Rate Note (other than where the Specified Currency is Renminbi and the applicable Final
Terms specifies a Business Day Convention to be applicable) bears interest from (and including) the
Interest Commencement Date at the rate(s) per annum equal to the Rate(s) of Interest. Interest will be
payable in arrear on the Interest Payment Date(s) in each year up to (and including) the Maturity Date.

Where the Specified Currency of a Fixed Rate Note is Renminbi and the applicable Final Terms specifies a
Business Day Convention to be applicable (each an “Adjusted Renminbi Fixed Rate Note”), that Fixed
Rate Note bears interest on its outstanding nominal amount from the Interest Commencement Date at the
rate per annum (expressed as a percentage) equal to the Rate of Interest, such interest being payable in
arrear on each Interest Payment Date. For this purpose, “Interest Payment Date” means the Interest
Payment Date(s) specified as such in the applicable Final Terms as adjusted in accordance with the
applicable Business Day Convention. The amount of interest payable on each Interest Payment Date in
respect of the Fixed Interest Period ending on (but excluding) such Interest Payment Date will be
calculated by multiplying the product of the Rate of Interest and the outstanding nominal amount of that
Adjusted Renminbi Fixed Rate Note by the applicable Day Count Fraction and rounding the resultant
figure to the nearest RMBO0.01, RMB0.005 being rounded upwards. Each such calculation will be made by
the Calculation Agent.

If the Notes are in definitive form, except as provided in the applicable Final Terms, the amount of interest
payable on each Interest Payment Date in respect of the Fixed Interest Period ending on (but excluding)
such date will amount to the Fixed Coupon Amount. Payments of interest on any Interest Payment Date
will, if so specified in the applicable Final Terms, amount to the Broken Amount so specified.

Except in the case of Notes in definitive form where an applicable Fixed Coupon Amount or Broken
Amount is specified in the applicable Final Terms, interest shall be calculated in respect of any period by
applying the Rate of Interest to:

(a) in the case of Fixed Rate Notes which are represented by a Global Note, the aggregate outstanding
nominal amount of the Fixed Rate Notes represented by such Global Note; or

(b) in the case of Fixed Rate Notes in definitive form, the Calculation Amount;

and, in each case, multiplying such sum by the applicable Day Count Fraction, and rounding the resultant
figure to the nearest sub-unit of the relevant Specified Currency, half of any such sub-unit being rounded
upwards or otherwise in accordance with applicable market convention. Where the Specified
Denomination of a Fixed Rate Note in definitive form is a multiple of the Calculation Amount, the amount
of interest payable in respect of such Fixed Rate Note shall be the product of the amount (determined in the
manner provided above) for the Calculation Amount and the amount by which the Calculation Amount is
multiplied to reach the Specified Denomination, without any further rounding.
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4.2

In these Conditions:

“Day Count Fraction” means, in respect of the calculation of an amount of interest, in accordance with
this Condition 4.1 (Interest on Fixed Rate Notes):

(a) if “Actual/Actual (ICMA)” is specified in the applicable Final Terms:

(i)  in the case of Notes where the number of days in the relevant period from (and including) the
most recent Interest Payment Date (or, if none, the Interest Commencement Date) to (but
excluding) the relevant payment date (the “Accrual Period”) is equal to or shorter than the
Determination Period during which the Accrual Period ends, the number of days in such
Accrual Period divided by the product of: (A) the number of days in such Determination
Period; and (B) the number of Determination Dates (as specified in the applicable Final
Terms) that would occur in one calendar year; or

(i) in the case of Notes where the Accrual Period is longer than the Determination Period during
which the Accrual Period ends, the sum of:

(A) the number of days in such Accrual Period falling in the Determination Period in which
the Accrual Period begins divided by the product of: (x) the number of days in such
Determination Period; and (y) the number of Determination Dates that would occur in
one calendar year; and

(B) the number of days in such Accrual Period falling in the next Determination Period
divided by the product of (x) the number of days in such Determination Period and
(y) the number of Determination Dates that would occur in one calendar year; and

(b) if “30/360” is specified in the applicable Final Terms, the number of days in the period from (and
including) the most recent Interest Payment Date (or, if none, the Interest Commencement Date) to
(but excluding) the relevant payment date (such number of days being calculated on the basis of a
year of 360 days with 12 30-day months) divided by 360;

(c) if “Actual/365 (Fixed)” is specified in the applicable Final Terms, the actual number of days divided
by 365; or

(d)  such other day count fraction as is specified in the applicable Final Terms;

“Determination Period” means each period from (and including) a Determination Date to (but excluding)
the next Determination Date (including, where either the Interest Commencement Date or the final Interest
Payment Date is not a Determination Date, the period commencing on the first Determination Date prior
to, and ending on the first Determination Date falling after, such date);

“Fixed Interest Period” means the period from (and including) an Interest Payment Date (or the Interest
Commencement Date) to (but excluding) the next (or first) Interest Payment Date; and

“sub-unit” means, with respect to any currency other than Euro, the lowest amount of such currency that is
available as legal tender in the country of such currency and, with respect to euro, one cent.

Interest on Floating Rate Notes

(a) Interest Payment Dates

Each Floating Rate Note bears interest from (and including) the Interest Commencement Date and
such interest will be payable in arrear on either:

(i)  the Specified Interest Payment Date(s) in each year specified in the applicable Final Terms; or

(i) if no Specified Interest Payment Date(s) is/are specified in the applicable Final Terms, each
date (each such date, together with each Specified Interest Payment Date, an “Interest
Payment Date”) which falls the number of months or other period specified as the Specified
Period in the applicable Final Terms after the preceding Interest Payment Date or, in the case
of the first Interest Payment Date, after the Interest Commencement Date.

Such interest will be payable in respect of each “Interest Period” (which expression shall, in these
Conditions, mean the period from (and including) an Interest Payment Date (or the Interest
Commencement Date) to (but excluding) the next (or first) Interest Payment Date).
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(b)

In these Conditions, if a Business Day Convention is specified in the applicable Final Terms: and
(x) if there is no numerically corresponding day in the calendar month in which an Interest Payment
Date should occur; or (y) if any Interest Payment Date would otherwise fall on a day which is not a
Business Day, then, if the Business Day Convention specified is:

(A) in any case where Specified Periods are specified in accordance with Condition
4.2(a)(ii) (Interest Payment Dates) above, the Floating Rate Convention, such Interest
Payment Date: (i) in the case of (x) above, shall be the last day that is a Business Day in
the relevant month and the provisions of (b) below shall apply mutatis mutandis; or
(i1) in the case of (y) above, shall be postponed to the next day which is a Business Day
unless it would thereby fall into the next calendar month, in which event: (1) such
Interest Payment Date shall be brought forward to the immediately preceding Business
Day; and (2) each subsequent Interest Payment Date shall be the last Business Day in
the month which falls the Specified Period after the preceding applicable Interest
Payment Date occurred; or

(B) the Following Business Day Convention, such Interest Payment Date shall be postponed
to the next day which is a Business Day; or

(C) the Modified Following Business Day Convention, such Interest Payment Date shall be
postponed to the next day which is a Business Day unless it would thereby fall into the
next calendar month, in which event such Interest Payment Date shall be brought
forward to the immediately preceding Business Day; or

(D) the Preceding Business Day Convention, such Interest Payment Date shall be brought
forward to the immediately preceding Business Day.

In these Conditions, “Business Day” means a day which is both:

(a)

(b)

(©)

a day (other than a Saturday or Sunday) on which commercial banks and foreign exchange
markets settle payments and are open for general business (including dealing in foreign
exchange and foreign currency deposits) in each of London and an Additional Business Centre
(other than the Trans European Automated Real Time Gross Settlement Express Transfer
(TARGET 2) System or any successor thereto (the “TARGET 2 System™)) specified in the
applicable Final Terms;

if the TARGET 2 System is specified as an Additional Business Centre in the applicable Final
Terms, a day on which the TARGET 2 System is open; and

either: (1) in relation to any sum payable in a Specified Currency other than Euro or Renminbi,
a day (other than a Saturday or Sunday) on which commercial banks and foreign exchange
markets settle payments and are open for general business (including dealing in foreign
exchange and foreign currency deposits) in the principal financial centre of the country of the
relevant Specified Currency; (2) in relation to any sum payable in Euro, a day on which the
TARGET 2 System is open; or (3) in the case of Renminbi, a day (other than a Saturday or
Sunday) on which commercial banks and foreign exchange markets settle payments and are
open for general business (including dealing in foreign exchange and foreign currency
deposits) in the applicable Renminbi Settlement Centre(s).

Rate of Interest

The rate of interest (the “Rate of Interest”) payable from time to time in respect of Floating Rate
Notes will be determined in the manner specified in the applicable Final Terms.

®

ISDA Determination for Floating Rate Notes

Where ISDA Determination is specified in the applicable Final Terms as the manner in which
the Rate of Interest is to be determined, the Rate of Interest for each Interest Period will be the
relevant ISDA Rate plus or minus (as indicated in the applicable Final Terms) the Margin (if
any). For the purposes of this subparagraph (i), “ISDA Rate” for an Interest Period means a
rate equal to the Floating Rate that would be determined by the Principal Paying Agent or the
Calculation Agent, as applicable, under an interest rate swap transaction if the Principal
Paying Agent or the Calculation Agent, as applicable, were acting as Calculation Agent for
that swap transaction under the terms of an agreement incorporating the 2006 ISDA
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(ii)

Definitions, as published by the International Swaps and Derivatives Association, Inc. and as
amended and updated as of the Issue Date of the first Tranche of the Notes (the “ISDA
Definitions™) and under which:

(A) the Floating Rate Option is as specified in the applicable Final Terms;
(B) the Designated Maturity is a period specified in the applicable Final Terms; and

(C) the relevant Reset Date is either: (1) if the applicable Floating Rate Option is based on
the London interbank offered rate (“LIBOR”) or on the Euro-zone interbank offered
rate (“EURIBOR”), the first day of that Interest Period; or (2) in any other case, as
specified in the applicable Final Terms.

For the purposes of this subparagraph (i), “Floating Rate”, “Calculation Agent”, “Floating
Rate Option”, “Designated Maturity” and “Reset Date” have the meanings given to those
terms in the ISDA Definitions.

Unless otherwise stated in the applicable Final Terms, the Minimum Rate of Interest shall be
deemed to be zero.

Screen Rate Determination for Floating Rate Notes

Where Screen Rate Determination is specified in the applicable Final Terms as the manner in
which the Rate of Interest is to be determined, the Rate of Interest for each Interest Period will,
subject as provided below, be either:

(A) the offered quotation; or

(B) the arithmetic mean (rounded if necessary to the fifth decimal place, with 0.000005
being rounded upwards) of the offered quotations,

(expressed as a percentage rate per annum) for the Reference Rate which appears or appear, as
the case may be, on the Relevant Screen Page as of 11.00 a.m. (London time, in the case of
LIBOR, or Brussels time, in the case of EURIBOR) (the “Specified Time”) on the Interest
Determination Date in question plus or minus (as indicated in the applicable Final Terms) the
Margin (if any), all as determined by the Principal Paying Agent or the Calculation Agent, as
applicable. If five or more of such offered quotations are available on the Relevant Screen
Page, the highest (or, if there is more than one such highest quotation, one only of such
quotations) and the lowest (or, if there is more than one such lowest quotation, one only of
such quotations) shall be disregarded by the Principal Paying Agent or the Calculation Agent,
as applicable, for the purpose of determining the arithmetic mean (rounded as provided above)
of such offered quotations.

If the Relevant Screen Page is not available or if: (i) no offered quotation appears; or (ii) fewer
than three offered quotations appear, in each case as at the Specified Time, the Principal
Paying Agent shall request each of the Reference Banks to provide the Principal Paying Agent
with its offered quotation (expressed as a percentage rate per annum) for the Reference Rate at
approximately the Specified Time on the Interest Determination Date in question. If two or
more of the Reference Banks provide the Principal Paying Agent with offered quotations, the
Rate of Interest for the Interest Period shall be the arithmetic mean (rounded if necessary to
the fifth decimal place with 0.000005 being rounded upwards) of the offered quotations plus
or minus (as appropriate) the Margin (if any), all as determined by the Principal Paying Agent
or the Calculation Agent, as applicable.

For the purposes of this subparagraph (ii), “Reference Banks” means, in the case of a
determination of LIBOR, the principal London office of four major banks in the London
inter-bank market and, in the case of a determination of EURIBOR, the principal Euro-zone
office of four major banks in the Euro-zone inter-bank market, in each case selected by the
Principal Paying Agent and approved in writing by the Trustee or as specified in the applicable
Final Terms.

Minimum Rate of Interest and/or Maximum Rate of Interest

If the applicable Final Terms specifies a Minimum Rate of Interest for any Interest Period, then, in
the event that the Rate of Interest in respect of such Interest Period determined in accordance with
the provisions of paragraph (b) above is less than such Minimum Rate of Interest, the Rate of
Interest for such Interest Period shall be such Minimum Rate of Interest.
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(d)

If the applicable Final Terms specifies a Maximum Rate of Interest for any Interest Period, then, in
the event that the Rate of Interest in respect of such Interest Period determined in accordance with
the provisions of paragraph (b) above is greater than such Maximum Rate of Interest, the Rate of
Interest for such Interest Period shall be such Maximum Rate of Interest.

Determination of Rate of Interest and calculation of Interest Amounts

The Principal Paying Agent or the Calculation Agent, as applicable, will at or as soon as practicable
after each time at which the Rate of Interest is to be determined, determine the Rate of Interest for
the relevant Interest Period.

The Principal Paying Agent or the Calculation Agent, as applicable, will (other than for Adjusted
Renminbi Fixed Rate Notes) calculate the amount of interest (the “Interest Amount”) payable on
the Floating Rate Notes for the relevant Interest Period by applying the Rate of Interest to:

(i) in the case of Floating Rate Notes which are represented by a Global Note, the aggregate
outstanding nominal amount of the Notes represented by such Global Note; or

(i)  in the case of Floating Rate Notes in definitive form, the Calculation Amount;

and, in each case, multiplying such sum by the applicable Day Count Fraction, and rounding the
resultant figure to the nearest sub-unit of the relevant Specified Currency, half of any such sub-unit
being rounded upwards or otherwise in accordance with applicable market convention. Where the
Specified Denomination of a Floating Rate Note in definitive form is a multiple of the Calculation
Amount, the Interest Amount payable in respect of such Note shall be the product of the amount
(determined in the manner provided above) for the Calculation Amount and the amount by which the
Calculation Amount is multiplied to reach the Specified Denomination without any further rounding.

“Day Count Fraction” means, in respect of the calculation of an amount of interest in accordance
with this Condition 4.2 (Interest on Floating Rate Notes):

(a) if “Actual/Actual (ISDA)” or “Actual/Actual” is specified in the applicable Final Terms, the
actual number of days in the Interest Period divided by 365 (or, if any portion of that Interest
Period falls in a leap year, the sum of: (i) the actual number of days in that portion of the
Interest Period falling in a leap year divided by 366; and (ii) the actual number of days in that
portion of the Interest Period falling in a non-leap year divided by 365);

(b) if “Actual/365 (Fixed)” is specified in the applicable Final Terms, the actual number of days
in the Interest Period divided by 365;

(c) if “Actual/365 (Sterling)” is specified in the applicable Final Terms, the actual number of
days in the Interest Period divided by 365 or, in the case of an Interest Payment Date falling in
a leap year, 366;

(d) if “Actual/360” is specified in the applicable Final Terms, the actual number of days in the
Interest Period divided by 360;

(e) if “30/360, “360/360” or “Bond Basis” is specified in the applicable Final Terms, the number
of days in the Interest Period divided by 360, calculated on a formula basis as follows:
Day Count Fraction =  [360 x (Y,-Y)]+[30 x (M,-M))]+(D,-D,)
360

where:
“Y,” is the year, expressed as a number, in which the first day of the Interest Period falls;

“Y,” is the year, expressed as a number, in which the day immediately following the last day
of the Interest Period falls;

“M;” is the calendar month, expressed as a number, in which the first day of the Interest
Period falls;

“M,” is the calendar month, expressed as a number, in which the day immediately following
the last day of the Interest Period falls;

“D,” is the first calendar day, expressed as a number, of the Interest Period, unless such
number is 31, in which case D, will be 30; and

“D,” is the calendar day, expressed as a number, immediately following the last day included
in the Interest Period, unless such number would be 31 and D, is greater than 29, in which case
D, will be 30;
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() if “30E/360” or “Eurobond Basis” is specified in the applicable Final Terms, the number of
days in the Interest Period divided by 360, calculated on a formula basis as follows:

Day Count Fraction = [360 x (Y,-Y)]+[30 x (M,-M)]+(D,-D,)
360

where:
“Y,” is the year, expressed as a number, in which the first day of the Interest Period falls;

“Y,” is the year, expressed as a number, in which the day immediately following the last day
of the Interest Period falls;

“M;” is the calendar month, expressed as a number, in which the first day of the Interest
Period falls;

“M,” is the calendar month, expressed as a number, in which the day immediately following
the last day of the Interest Period falls;

“D,” is the first calendar day, expressed as a number, of the Interest Period, unless such
number would be 31, in which case D, will be 30; and

“D,” is the calendar day, expressed as a number, immediately following the last day included
in the Interest Period, unless such number would be 31, in which case D, will be 30;

(g) if “30E/360 (ISDA)” is specified in the applicable Final Terms, the number of days in the
Interest Period divided by 360, calculated on a formula basis as follows:

Day Count Fraction = [360 x (Y,-Y)]+[30 x (M,-M)]+(D,-D,)
360

where:
“Y,” is the year, expressed as a number, in which the first day of the Interest Period falls;

“Y,” is the year, expressed as a number, in which the day immediately following the last day
of the Interest Period falls;

“M;” is the calendar month, expressed as a number, in which the first day of the Interest
Period falls;

“M,” is the calendar month, expressed as a number, in which the day immediately following
the last day of the Interest Period falls;

“D,” is the first calendar day, expressed as a number, of the Interest Period, unless: (i) that day
is the last day of February; or (ii) such number would be 31, in which case D, will be 30; and

“D,” is the calendar day, expressed as a number, immediately following the last day included
in the Interest Period, unless: (i) that day is the last day of February but not the Maturity Date;
or (i) such number would be 31, in which case D, will be 30.

Linear interpolation

Where Linear Interpolation is specified as applicable in respect of an Interest Period in the
applicable Final Terms, the Rate of Interest for such Interest Period shall be calculated by the
Calculation Agent by straight line linear interpolation by reference to two rates based on the relevant
Reference Rate (where Screen Rate Determination is specified as applicable) or the relevant Floating
Rate Option (where ISDA Determination is specified as applicable), one of which shall be
determined as if the Applicable Maturity were the period of time for which rates are available next
shorter than the length of the relevant Interest Period and the other of which shall be determined as if
the Applicable Maturity were the period of time for which rates are available next longer than the
length of the relevant Interest Period provided however that if there is no rate available for the period
of time next shorter or, as the case may be, next longer, then the Calculation Agent shall determine
such rate at such time and by reference to such sources as it determines appropriate.

“Applicable Maturity” means: (i) in relation to Screen Rate Determination, the period of time
designated in the Reference Rate; and (ii) in relation to ISDA Determination, the Designated
Maturity.
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Notification of Rate of Interest and Interest Amounts

The Principal Paying Agent will cause the Rate of Interest and each Interest Amount for each
Interest Period and the relevant Interest Payment Date to be notified to the Issuer, the Trustee, the
other Paying Agents and any stock exchange on which the relevant Floating Rate Notes are for the
time being listed and notice thereof to be published in accordance with Condition 12 (Notices) as
soon as possible after their determination but in no event later than the fourth London Business Day
thereafter. Each Interest Amount and Interest Payment Date so notified may subsequently be
amended (or appropriate alternative arrangements made by way of adjustment) without prior notice
in the event of an extension or shortening of the Interest Period. Any such amendment will be
promptly notified to each stock exchange on which the relevant Floating Rate Notes are for the time
being listed and to the Noteholders in accordance with Condition 12 (Notices). For the purposes of
this paragraph, the expression “London Business Day” means a day (other than a Saturday or a
Sunday) on which banks and foreign exchange markets are open for general business in London.

Reference Rate Replacement
If:

(i) Reference Rate Replacement is specified in the applicable Final Terms as being applicable;
and

(i) a Benchmark Event occurs in relation to a Reference Rate at any time when any Rate of
Interest (or component thereof) remains to be determined by reference to such Reference Rate,
then (notwithstanding the provisions of Condition 4.2(b)(ii) (Screen Rate Determination for
Floating Rate Notes)), the following provisions shall apply to the relevant Series of Notes:

(A) the Issuer shall use reasonable endeavours to appoint and consult with an Independent
Adviser with a view to the Issuer determining (in each case acting in good faith and in a
commercially reasonable manner): a Successor Reference Rate; or failing which, an
Alternative Reference Rate, and in each case, an Adjustment Spread (if any), no later
than five Business Days prior to the Interest Determination Date relating to the next
Interest Period for which the Rate of Interest (or any component thereof) is to be
determined by reference to the relevant Reference Rate (the “Initial Issuer
Determination Cut-off Date”), for the purposes of determining the Rate of Interest
applicable to the Notes for such next Interest Period and for all other relevant future
Interest Periods (subject to the subsequent operation of, and adjustment as provided in,
this Condition 4.2(g) during any other future Interest Period(s));

(B) if the Issuer is unable to appoint an Independent Adviser or, following consultation with
an Independent Adviser so appointed, it fails to determine a Successor Reference Rate
or an Alternative Reference Rate (as applicable) prior to the relevant Initial Issuer
Determination Cut-off Date, the Issuer may determine (in each case acting in good faith
and in a commercially reasonable manner): a Successor Reference Rate; or failing
which, an Alternative Reference Rate, and, in each case, an Adjustment Spread (if any),
no later than three Business Days prior to the Interest Determination Date relating to the
next Interest Period for which the Rate of Interest (or any component thereof) is to be
determined by reference to the relevant Reference Rate (the “Final Issuer
Determination Cut-off Date”), for the purposes of determining the Rate of Interest
applicable to the Notes for such next Interest Period and for all other relevant future
Interest Periods (subject to the subsequent operation of, and adjustment as provided in,
this Condition 4.2(g) during any other future Interest Period(s)). Without prejudice to
the definitions thereof, for the purposes of determining any Alternative Reference Rate
and/or any Adjustment Spread, the Issuer will take into account any relevant and
applicable market precedents as well as any published guidance from relevant
associations involved in the establishment of market standards and/or protocols in the
international debt capital markets;
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if a Successor Reference Rate or, failing which, an Alternative Reference Rate (as
applicable) is determined by the Issuer, following consultation with the relevant
Independent Adviser (if applicable), in accordance with this Condition 4.2(g):

(1)  such Successor Reference Rate or Alternative Reference Rate (as applicable) shall
be the Reference Rate for all future Interest Periods for which the Rate of Interest
(or any component thereof) was otherwise to be determined by reference to the
relevant Reference Rate (subject to the subsequent operation of, and adjustment as
provided in, this Condition 4.2(g));

(2) if the Issuer, following consultation with the relevant Independent Adviser (if
applicable), (acting in good faith and in a commercially reasonable manner):

(I)  determines that an Adjustment Spread is required to be applied to such
Successor Reference Rate or Alternative Reference Rate (as applicable) and
determines the quantum of, or a formula or methodology for determining,
such Adjustment Spread, then such Adjustment Spread shall be applied to
such Successor Reference Rate or Alternative Reference Rate (as
applicable) for all relevant future Interest Periods (subject to the subsequent
operation of, and adjustment as provided in, this Condition 4.2(g)); or

(Il)  is unable to determine the quantum of, or a formula or methodology for
determining, an Adjustment Spread, then such Successor Reference Rate or
Alternative Reference Rate (as applicable) will apply without an
Adjustment Spread for all relevant future Interest Periods (subject to the
subsequent operation of, and adjustment as provided in, this Condition
4.2(2));

(3) the Issuer, following consultation with the relevant Independent Adviser (if
applicable), (acting in good faith and in a commercially reasonable manner) may
in its discretion specify:

(I)  changes to these Conditions in order to follow market practice in relation to
such Successor Reference Rate or Alternative Reference Rate (as
applicable), including, but not limited to changes to (x) the Additional
Financial Centre(s), Business Day, Business Day Convention, Day Count
Fraction, Interest Determination Date, Reference Banks, Relevant Financial
Centre, Relevant Screen Page and/or Specified Time applicable to the
Notes; and/or (y) the method for determining the fallback to the Rate of
Interest in relation to the Notes if such Successor Reference Rate or
Alternative Reference Rate (as applicable) is not available; and

(II) any other changes to the Conditions which the Issuer, following
consultation with the relevant Independent Adviser (if applicable),
determines are reasonably necessary to ensure the proper operation and
comparability to the Reference Rate of such Successor Reference Rate or
Alternative Reference Rate (as applicable),

which changes shall apply to the Notes for all relevant future Interest Periods
(subject to the subsequent operation of, and adjustment as provided in, this
Condition 4.2(g)); and

(4) promptly following the determination of (I) any Successor Reference Rate or
Alternative Reference Rate (as applicable) and (II) if applicable, any Adjustment
Spread, the Issuer shall give notice thereof and of any changes (and the effective
date thereof) pursuant to this Condition 4.2(g) (Reference Rate Replacement) to
the Principal Paying Agent, the Trustee, any stock exchange or listing authority
on which the relevant Notes are for the time being listed (if required) and, in
accordance with Condition 12 (Notices), the Noteholders.

The Trustee shall, at the direction and expense of the Issuer, effect such consequential
amendments to the Trust Deed, the Agency Agreement and the Conditions as may be
required to give effect to this Condition 4.2(g) and the Trustee shall not be liable to any
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party for any consequence thereof, save as provided in the Trust Deed; provided that the
Trustee shall not be obliged to effect such consequential amendments if, in the sole
opinion of the Trustee, doing so would impose more onerous obligations on it or expose
it to any additional duties, responsibilities or liabilities or reduce or amend rights and/or
protective provisions afforded to the Trustee in these Conditions or the Trust Deed
(including, for the avoidance of doubt, any supplemental Trust Deed) in any way.

No consent of the Noteholders shall be required in connection with effecting the
relevant Successor Reference Rate or Alternative Reference Rate (as applicable) as
described in this Condition 4.2(g) or such other relevant changes pursuant to this
Condition 4.2(g), including for the execution of any documents or the taking of other
steps by the Issuer or any of the parties to the Trust Deed and/or the Agency Agreement
(if required).

For the avoidance of doubt, (i) if a Successor Reference Rate or an Alternative Reference Rate is not
determined pursuant to the operation of this Condition 4.2(g) prior to the relevant Final Issuer
Determination Cut-off Date, then the Rate of Interest for the next Interest Period shall be determined
by reference to the original Reference Rate and the fallback provisions of Condition 4.2(b)(ii) but
(i1) in such circumstances, the Rate of Interest for any subsequent Interest Period(s) shall be subject
to the subsequent operation of, and to adjustment as provided in, this Condition 4.2(g).

For the purposes of these Conditions:

“Adjustment Spread” means a spread (which may be positive or negative) or formula or
methodology for calculating a spread, which the Issuer, following consultation with the relevant
Independent Adviser (if applicable), (acting in good faith and in a commercially reasonable manner)
determines is required to be applied to a Successor Reference Rate or an Alternative Reference Rate
(as applicable) in order to reduce or eliminate, to the extent reasonably practicable in the
circumstances, any economic prejudice or benefit (as applicable) to Noteholders as a result of the
replacement of the Reference Rate with such Successor Reference Rate or Alternative Reference
Rate (as applicable) and is the spread, formula or methodology which:

(i) in the case of a Successor Reference Rate, is formally recommended in relation to the
replacement of the Reference Rate with such Successor Reference Rate by any Relevant
Nominating Body; or

(i1)  in the case of a Successor Reference Rate for which no such recommendation has been made
or in the case of an Alternative Reference Rate, the Issuer, following consultation with the
relevant Independent Adviser (if applicable), (acting in good faith and in a commercially
reasonable manner) determines is recognised or acknowledged as being in customary market
usage in international debt capital markets transactions which reference the Reference Rate,
where such rate has been replaced by such Successor Reference Rate or Alternative Reference
Rate (as applicable); or

(iii) if neither (i) nor (ii) applies, the Issuer, following consultation with the relevant Independent
Adpviser (if applicable), (acting in good faith and in a commercially reasonable manner) in its
discretion determines to be appropriate;

“Alternative Reference Rate” means the rate that the Issuer, following consultation with the
relevant Independent Adviser (if applicable), (acting in good faith and in a commercially reasonable
manner) determines has replaced the Reference Rate in customary market usage in the international
debt capital markets for the purposes of determining floating rates of interest (or the relevant
component thereof) in respect of notes denominated in the Specified Currency and of a comparable
duration to the relevant Interest Period(s), or, if the Issuer, following consultation with the relevant
Independent Adviser (if applicable), determines that there is no such rate, such other rate as the
Issuer, following consultation with the relevant Independent Adviser (if applicable), determines in its
discretion is most comparable to the Reference Rate;

“Benchmark Event” means, with respect to a Reference Rate:

(i) the Reference Rate ceasing to exist or be published; or
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(h)

(i) the later of (A) the making of a public statement by the administrator of such Reference Rate
that it will, on or before a specified date, cease publishing such Reference Rate permanently or
indefinitely (in circumstances where no successor administrator has been appointed that will
continue publication of such Reference Rate) and (B) the date falling six months prior to the
specified date referred to in (ii)(A); or

(iii) the making of a public statement by the supervisor of the administrator of such Reference Rate
that such Reference Rate has been permanently or indefinitely discontinued; or

(iv) the later of (A) the making of a public statement by the supervisor of the administrator of such
Reference Rate that such Reference Rate will, on or before a specified date, be permanently or
indefinitely discontinued and (B) the date falling six months prior to the specified date referred
to in (iv)(A); or

(v) the later of (A) the making of a public statement by the supervisor of the administrator of such
Reference Rate that means such Reference Rate will be prohibited from being used or that its
use will be subject to restrictions or adverse consequences, in each case on or before a
specified date and (B) the date falling six months prior to the specified date referred to in
(V)(A); or

(vi) it has or will prior to the next Interest Determination Date become unlawful for the Issuer, the
Agent, any other party specified in the applicable Final Terms as being responsible for
calculating the Rate of Interest or any Paying Agent to calculate any payments due to be made
to any Noteholder using such Reference Rate;

“Independent Adviser” means an independent financial institution of international repute or other
independent financial adviser experienced in the international debt capital markets, in each case
appointed under Condition 4.2(g)(ii)(A) by the Issuer at its own expense;

“Relevant Nominating Body” means, in respect of a Reference Rate:

(i)  the central bank for the currency to which such Reference Rate relates, or any central bank or
other supervisory authority which is responsible for supervising the administrator of such
Reference Rate; or

(i) any working group or committee sponsored by, chaired or co-chaired by or constituted at the
request of (A) the central bank for the currency to which such Reference Rate relates, (B) any
central bank or other supervisory authority which is responsible for supervising the
administrator of such Reference Rate, (C) a group of the aforementioned central banks or other
supervisory authorities, or (D) the Financial Stability Board or any part thereof; and

“Successor Reference Rate” means the rate that the Issuer, following consultation with the relevant
Independent Adviser (if applicable), (acting in good faith and in a commercially reasonable manner)
determines is a successor to or replacement of the Reference Rate which is formally recommended
by any Relevant Nominating Body.

Determination or calculation by Issuer

If for any reason, at any relevant time, the Principal Paying Agent or, as the case may be, the
Calculation Agent defaults in its obligation to determine the Rate of Interest or the Principal Paying
Agent defaults in its obligation to calculate any Interest Amount in accordance with subparagraph
(b)(d) (ISDA Determination for Floating Rate Notes) or subparagraph (b)(ii) (Screen Rate
Determination for Floating Rate Notes) above or as otherwise specified in the applicable Final
Terms, as the case may be, and in each case in accordance with paragraph (d) (Determination of Rate
of Interest and calculation of Interest Amounts) above:

(i)  the Issuer shall, no later than five Business Days prior to the relevant Interest Determination
Date, use reasonable endeavours to appoint and consult with an Independent Adviser with a
view to the Issuer determining the Rate of Interest and/or, as the case may be, the Interest
Amount(s) relating to the next Interest Period for which the Rate of Interest and/or, as the case
may be, the Interest Amount(s) is or are to be determined, in each case acting in good faith and
in a commercially reasonable manner and having such regard as it shall think fit to the
foregoing provisions of this Condition 4.2, any relevant and applicable market precedents as
well as any published guidance from relevant associations involved in the establishment of
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market standards and/or protocols in the international debt capital markets, and subject always
to any Minimum Rate of Interest or Maximum Rate of Interest specified in the applicable
Final Terms; or

(i)  if the Issuer is unable to appoint an Independent Adviser or, following consultation with an
Independent Adviser so appointed, it fails to determine the Rate of Interest and/or, as the case
may be, the Interest Amount(s) prior to the date specified in subparagraph (h)(i) above, the
Issuer may determine the Rate of Interest and/or, as the case may be, the Interest Amount(s),
no later than three Business Days prior to the relevant Interest Determination Date, in each
case acting in good faith and in a commercially reasonable manner and having such regard as
it shall think fit to the foregoing provisions of this Condition 4.2, any relevant and applicable
market precedents as well as any published guidance from relevant associations involved in
the establishment of market standards and/or protocols in the international debt capital
markets, and subject always to any Minimum Rate of Interest or Maximum Rate of Interest
specified in the applicable Final Terms.

The Issuer shall, promptly following the determination of the Rate of Interest and/or, as the case may
be, the Interest Amount(s) pursuant to this subparagraph (h), give notice thereof and of any changes
to the Principal Paying Agent, the Trustee, any stock exchange or listing authority on which the
relevant Notes are for the time being listed (if required) and, in accordance with Condition 12
(Notices), the Noteholders.

Certificates to be final

All certificates, communications, opinions, determinations, calculations, quotations and decisions
given, expressed, made or obtained for the purposes of the provisions of this Condition 4.2 (Interest
on Floating Rate Notes) or Condition 5.6 (Renminbi Currency Event), whether by the Principal
Paying Agent or, in the case of Condition 5.6 (Renminbi Currency Event), the Calculation Agent,
shall (in the absence of gross negligence, wilful default, fraud or manifest or proven error) be
binding on the Issuer, the Principal Paying Agent, the Calculation Agent, the other Agents and all
Noteholders and (in the absence of wilful default or fraud) no liability to the Issuer or the
Noteholders shall attach to the Principal Paying Agent, the Trustee or, in the case of Condition 5.6
(Renminbi Currency Event), the Calculation Agent in connection with the exercise or non-exercise
by it of its powers, duties and discretions pursuant to such provisions.

4.3  Accrual of interest

5.
5.1

Each Note (or in the case of the redemption of part only of a Note, that part only of such Note) will cease
to bear interest (if any) from the date for its redemption unless, upon due presentation thereof, payment of
principal is improperly withheld or refused. In such event, interest will continue to accrue until whichever
is the earlier of:

(a) the date on which all amounts due in respect of such Note have been paid; and

(b) the date on which the full amount of the moneys payable in respect of such Note has been received
by the Principal Paying Agent or the Registrar, as the case may be, and notice to that effect has been
given to the Noteholders in accordance with Condition 12 (Notices) as provided in the Trust Deed.

PAYMENTS

Method of payment

Subject as provided below:

(a) payments in a Specified Currency other than Euro or Renminbi will be made by credit or transfer to
an account in the relevant Specified Currency maintained by the payee with a bank in the principal
financial centre of the country of such Specified Currency;

(b) payments in Euro will be made by credit or transfer to a Euro account (or any other account to which
Euro may be credited or transferred) specified by the payee; and

(c) payments in Renminbi will be made by credit or transfer to a Renminbi account maintained by the

payee with a bank in the applicable Renminbi Settlement Centre(s).

Payments will be subject in all cases to: (i) any fiscal or other laws and regulations applicable thereto in the
place of payment, but without prejudice to the provisions of Condition 7 (Taxation); and (ii) any
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withholding or deduction required pursuant to an agreement described in Section 1471(b) of the Code or
otherwise imposed pursuant to Sections 1471 through 1474 of the Code, any regulations or agreements
thereunder, any official interpretations thereof (“FATCA”), or (without prejudice to the provisions of
Condition 7 (Taxation)) any law implementing an intergovernmental approach to FATCA.

Payments of principal and interest

Payments of principal in respect of each Note (whether or not in global form) will be made against
presentation and surrender (or, in the case of part payment of any sum due, endorsement) of the Note at the
specified office of the Registrar or any of the Paying Agents. Such payments will be made by transfer to
the Designated Account (as defined below) of the holder (or the first named of joint holders) of the Note
appearing in the Register at the close of business on the third business day (being for this purpose a day on
which banks are open for business in the city where the specified office of the Registrar is located) before
the relevant due date. For these purposes, “Designated Account” means the account maintained by a
holder with a Designated Bank and identified as such in the Register and “Designated Bank” means: (i) in
the case of payment in a Specified Currency other than Euro or Renminbi, a bank in the principal financial
centre of the country of such Specified Currency; (ii) in the case of payment in Euro, any bank which
processes payments in Euro; or (iii) in the case of a payment in Renminbi, any bank in the applicable
Renminbi Settlement Centre(s).

Payments of interest in respect of each Note (whether or not in global form) will be made by transfer on
the due date to the Designated Account of the holder (or the first named of joint holders) of the Note
appearing in the Register at the close of business (in the relevant clearing system) on the day prior
(whether or not such day is a business day) to the relevant due date (the “Record Date”) at his address
shown in the Register on the Record Date and at his risk. Upon application of the holder to the specified
office of the Registrar not less than three business days (in the city where the specified office of the
Registrar is located) before the due date for any payment of interest in respect of a Note, the payment may
be made by transfer on the due date in the manner provided in the preceding paragraph. Any such
application for transfer shall be deemed to relate to all future payments of interest (other than interest due
on redemption) in respect of the Notes which become payable to the holder who has made the initial
application until such time as the Registrar is notified in writing to the contrary by such holder. Payment of
the interest due in respect of each Note on redemption will be made in the same manner as payment of the
principal amount of such Note.

Holders of Notes will not be entitled to any interest or other payment for any delay in receiving any
amount due in respect of any Note as a result of a cheque posted in accordance with this Condition arriving
after the due date for payment or being lost in the post. No commissions or expenses shall be charged to
such holders by the Registrar in respect of any payments of principal or interest in respect of the Notes.

All amounts payable to DTC or its nominee as registered holder of a Global Note in respect of Notes
denominated in a Specified Currency other than U.S. Dollars shall be paid by transfer by the Registrar to
an account in the relevant Specified Currency of the relevant exchange agent on behalf of DTC or its
nominee for conversion into and payment in U.S. Dollars in accordance with the provisions of the Agency
Agreement.

None of the Issuer, the Trustee or the Agents will have any responsibility or liability for any aspect of the
records relating to, or payments made on account of, beneficial ownership interests in the Global Notes or
for maintaining, supervising or reviewing any records relating to such beneficial ownership interests.

The registered holder of a Global Note shall be the only person entitled to receive payments in respect of
Notes represented by such Global Note and the Issuer will be discharged by payment to, or to the order of,
the holder of such Global Note in respect of each amount so paid. Each of the persons shown in the records
of Euroclear, Clearstream, Luxembourg or DTC as the beneficial holder of a particular nominal amount of
Notes represented by such Global Note must look solely to Euroclear, Clearstream, Luxembourg or DTC,
as the case may be, for his share of each payment so made by the Issuer to, or to the order of, the holder of
such Global Note.

Payment Day

If the date for payment of any amount in respect of any Note is not a Payment Day, the holder thereof shall
not be entitled to payment until the next following Payment Day in the relevant place and shall not be
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5.5

5.6

entitled to further interest or other payment in respect of such delay. For these purposes, ‘“‘Payment Day”
means any day which (subject to Condition 8 (Prescription)) is:

(a) a day on which commercial banks and foreign exchange markets settle payments and are open for
general business (including dealing in foreign exchange and foreign currency deposits) in:

(i)  in the case of Definitive Notes only, the relevant place of presentation; and
(i) each Additional Financial Centre specified in the applicable Final Terms;

(b) either: (1) in relation to any sum payable in a Specified Currency other than Euro or Renminbi, a day
on which commercial banks and foreign exchange markets settle payments and are open for general
business (including dealing in foreign exchange and foreign currency deposits) in the principal
financial centre of the country of the relevant Specified Currency; (2) in relation to any sum payable
in Euro, a day on which the TARGET 2 System is open; or (3) in relation to any sum payable in
Renminbi, a day on which banks and foreign exchange markets are open for business and settlement
of Renminbi payments in the applicable Renminbi Settlement Centre(s); and

(c) in the case of any payment in respect of a Global Note denominated in a Specified Currency other
than U.S. Dollars and registered in the name of DTC or its nominee and in respect of which an
accountholder of DTC (with an interest in such Global Note) has elected to receive any part of such
payment in U.S. Dollars, a day on which commercial banks are not authorised or required by law or
regulation to be closed in New York City.

Interpretation of principal and interest

Any reference in the Conditions to principal in respect of the Notes shall be deemed to include, as
applicable:

(a) any additional amounts which may be payable with respect to principal under Condition 7 (Taxation)
or under any undertaking or covenant given in addition thereto, or in substitution therefor, pursuant
to the Trust Deed;

(b)  the Final Redemption Amount of the Notes;
(c) the Early Redemption Amount of the Notes;
(d)  the Optional Redemption Amount(s) (if any) of the Notes;

(e) in relation to Zero Coupon Notes, the Amortised Face Amount (as defined in Condition 6.7 (Early
Redemption Amounts)); and

(f) any premium and any other amounts (other than interest) which may be payable by the Issuer under
or in respect of the Notes.

Any reference in the Conditions to interest in respect of the Notes shall be deemed to include, as
applicable, any additional amounts which may be payable with respect to interest under Condition 7
(Taxation) or under any undertaking or covenant given in addition thereto, or in substitution therefor,
pursuant to the Trust Deed.

Renminbi account

All payments in respect of any Note in Renminbi will be made solely by credit to a registered Renminbi
account maintained by the payee at a bank in the applicable Renminbi Settlement Centre(s) in accordance
with applicable laws, rules, regulations and guidelines issued from time to time (including all applicable
laws and regulations with respect to the settlement of Renminbi in the applicable Renminbi Settlement
Centre(s)).

Renminbi Currency Event

If Renminbi Currency Event is specified as being applicable in the applicable Final Terms and a Renminbi
Currency Event, as determined by the Issuer acting in good faith, exists on a date for payment of any
principal or interest in respect of any Note, the Issuer’s obligation to make a payment in Renminbi under
the terms of the Notes may be replaced by an obligation to pay such amount in the Relevant Currency (as
specified in the applicable Final Terms) converted using the Spot Rate for the relevant Rate Calculation
Date as promptly notified by the Calculation Agent to the Issuer and the Paying Agents.

156



Upon the occurrence of a Renminbi Currency Event, the Issuer shall give notice as soon as practicable to
the Noteholders in accordance with Condition 12 (Notices) stating the occurrence of the Renminbi
Currency Event, giving details thereof and the action proposed to be taken in relation thereto.

For the purpose of these Conditions:

“Governmental Authority” means any de facto or de jure government (or any agency or instrumentality
thereof), court, tribunal, administrative or other governmental authority or any other entity (private or
public) charged with the regulation of the financial markets (including the central bank) of the applicable
Renminbi Settlement Centre(s);

“Rate Calculation Business Day” means a day (other than a Saturday or Sunday) on which commercial
banks are open for general business (including dealings in foreign exchange) in the applicable Renminbi
Settlement Centre(s), London and the principal financial centre of the country of the Relevant Currency;

“Rate Calculation Date” means the day which is two Rate Calculation Business Days before the due date
of the relevant payment under the Notes;

“Relevant Currency” has the meaning given in the applicable Final Terms;

“Renminbi” or “RMB” means the lawful currency for the time being of the People’s Republic of China
(the “PRC”), which, for these purposes, excludes the Hong Kong Special Administrative Region of the
PRC, the Macau Special Administrative Region of the PRC and Taiwan;

“Renminbi Currency Events” means, with respect to any Notes where the Relevant Currency is
Renminbi, any one of Renminbi Illiquidity, Renminbi Non-Transferability and Renminbi Inconvertibility;

“Renminbi Illiquidity” means the general Renminbi exchange market in the applicable Renminbi
Settlement Centre(s) becomes illiquid as a result of which the Issuer cannot obtain sufficient Renminbi in
order to make a payment under the Notes, as determined by the Issuer in a commercially reasonable
manner following consultation with two independent foreign exchange dealers of international repute
active in the Renminbi exchange market in the applicable Renminbi Settlement Centre(s);

“Renminbi Inconvertibility” means the occurrence of any event that makes it impossible for the Issuer to
convert any amount due in respect of the Notes into Renminbi on any payment date in the general
Renminbi exchange market in the applicable Renminbi Settlement Centre(s), other than where such
impossibility is due solely to the failure of the Issuer to comply with any law, rule or regulation enacted by
any Governmental Authority (unless such law, rule or regulation is enacted after the Issue Date of the first
Tranche of the relevant Series and it is impossible for the Issuer, due to an event beyond its control, to
comply with such law, rule or regulation);

“Renminbi Non-Transferability” means the occurrence of any event that makes it impossible for the
Issuer to deliver Renminbi between accounts inside the applicable Renminbi Settlement Centre(s) or from
an account inside the applicable Renminbi Settlement Centre(s) to an account outside the applicable
Renminbi Settlement Centre(s) (including where the Renminbi clearing and settlement system for
participating banks in the applicable Renminbi Settlement Centre(s) is disrupted or suspended), other than
where such impossibility is due solely to the failure of the Issuer to comply with any law, rule or regulation
enacted by any Governmental Authority (unless such law, rule or regulation is enacted after the Issue Date
of the first Tranche of the relevant Series and it is