CAPTION SHEET CASE MANAGEMENT SYSTEM

REPORT DATE: 00/00/00
BUREAU : FUS :
SECTION(S) : : 4. PUBLIC MEETING DATE:
APPROVED BY: : 00/00/00

DIRECTOR : :

SUPERVISOR: :
6. PERSON IN CHARGE: : 7. DATE FILED: 08/17/05
8. DOCKET NO: A-125142 : 9. EFFECTIVE DATE: 00/00/00
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PARTY/COMPLAINANT :
RESPONDENT/APPLICANT: RP ENERGY COMPANY
COMP/APP COUNTY: UTILITY CODE: 125142

ALLEGATION OR SUBJECT

APPLICATION OF BF ENERGY COMPANY FOR APPORVAL TO OFFER RENDER, FURNISH OR
SUPPLY NATURAL GAS SERVICES TG THE PUBLIC IN THE COMMONWEALTH OF PENNSYLVANIA
AS A BROKER, MARKETER, AND AGGREGATOR ENGAGED IN THE BUSINESS OF SUPPLYING
NATURAL GAS SERVICES, AND AS A SUPPLIER OF NATURAL GAS SERVICES.
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GuvAL
My ORIGuNAL

McNees Wallace & Nurick wec

attorneys at law

SuUsaN E. BRUCE
DIRECT DiAL: (717) 237-5254
E-MaIL ADDRESS: SBRUCE@MWN,COM

August 17, 2005

James J. McNulty, Secretary VIA HAND DELIVERY
Pennsylvania Public Utility Commission

Commonwealth Keystone Building - L7/ ;
400 North Street, 2nd Floor —H - ) Z S / 2—

Harrisburg, PA 17120

RE: Application of BP Energy Company for Approval To Offer, Render, Furnish, or
Supply Natural Gas Supply Services to the Public in the Commonwealth of
Pennsylvania; Docket No.

Dear Secretary McNulty:
Please find enclosed for filing with the Commission an original and eight (8) copies of the
Application of BP Energy Company for a Gas Supplier License as captioned above. Also enclosed is

an electronic version of the filing and a check in the amount of $350.00 in the nature of an
application fee.

As evidenced by the attached Certificate of Service, all parties to this proceeding are
being duly served. Please date stamp the extra copy of this transmittal letter and kindly return it
to our messenger for our filing purposes.

Very truly yours,

NOCUMENT
FOLDER Bmvé%mc_

E. Bruce

Counsel to BP Energy Company

SEB:mas VBO
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CERTIFICATE OF SERVICE

ORIGINAL

A. 12142

I hereby certify that [ am this day serving a true copy of the foregoing document upon the

participants listed below in accordance with the requirements of Section 1.54 (relating to serviceby a

participant).

VIA FIRST-CLASS MAIL

Irwin A. Popowsky, Esq.
Office of Consumer Advocate
Forum Place, 5™ Floor

555 Walnut Street
Harrisburg, PA 17101-1923

William R. Lloyd, Jr., Esq.

Office of Small Business Advocate
Commerce Building, Suite 1102
300 North Second Street
Harrisburg, PA 17101

Office of the Attorney General
Bureau of Consumer Protection
Strawberry Square, 14th Floor
Harrisburg, PA 17120

Commonwealth of Pennsylvania
Department of Revenue

Bureau of Compliance
Harrisburg, PA 17128-0946

Mr. Mike Vogel

NUI Valley Cities Gas
P.O.Box 3175

Union, NJ 07083-1975

Mr. Jim Evans

Mr. Tom Olsen

Penn Fuel

2 North 9th Street
GENAO94

Allentown, PA 18101

Mr. Robert M. Hovanec

T. W. Phillips Gas and Oil Company
205 North Main Street

Butler, PA 16001

Mr. Richard N. Marshall

Ms. Wendy K. Saxe

PG Energy

One PE!I Center

Wilkes-Barre, PA 18711-0601

Mr. Donald A. Melzer
Carnegie Natural Gas Company
800 Regis Avenue

Pittsburgh, PA 19236

Mr. Eric Burgis

Philadelphia Gas Works

800 West Montgomery Avenue
Philadelphia, PA 19122

Mr. Paul R. Mundy
National Fuel Gas Distribution Corp.
10 Lafayette Square
Buffalo, NY 14203

Mr. Joe Gregorini
Mr. Bill McKeown
The Peoples Natural Gas Company
625 Liberty Avenue
Pittsburgh, PA 15222

Mr. David Beaston
Mr. Bob Krieger

UGI

225 Morgantown Road
P. O. Box 12677
Reading, PA 15222

ny3ung S.#HWBHUBS'
6G:£ Wd L1 9NY 5002

Ms. Antionette Litchy
Equitable Gas Company
200 Allegheny Center Mall
Pittsburgh, PA 15212-5352

A1303Y

[N
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Certificate of Service
Page 2

Mr. Erich Evans

Ms. Heather Bauer
Columbia Gas of PA, Inc.
200 Civic Center Drive
Columbus, OH 43215

Mr. Kevin Carrabine
PECO

300 Front Street Building 2
Conshohocken, PA 19428

s S B

Susgn . Bruce

Dated this 17" day of August, 2005, in Harrisburg, Pennsylvania.



ORIGUN AL
BEFORE THE PENNSYLVANIA PUBLIC UTILITY COMMISSION

Application of BP ENERGY COMPANY for approval to offer, render, furnish, or as a(n} natural gas supplier to the
public in the Commonwealth of Pennsylvania.

To the Pennsylvania Public Utility Commission: }4( | ; S }171 7

1. IDENTITY OF THE APPLICANT: The name, address, telephone number, and FAX number of the Applicant
are;

BP ENERGY COMPANY

501 Westlake Park Boulevard
Houston, TX 77079

Tele: 281-366-5009

Fax: 281-366-2200

Please identify any predecessor(s) of the Applicant and provide other names under which the Applicant has
operated within the preceding five (5) years, including name, address, and telephone number,

E@EN’?E

Formerly known as:
Amoaco Energy Trading Corporation

501 Westlake Park Boulevard

Houston, TX 77079 _

Teole: 0381—366-5009 AUG 1 72005 |

Fax: 281-366-2200 >A PUBLIC UTILITY COMM‘SSlOf\
SECRETARY'S BUREAU

2.a. CONTACT PERSON: The name, title, address, telephone number, and FAX number of the person to whom
guestions about this Application should be addressed are:

Michelle Voinorosky Susan E. Bruce

Attorney McNees Wallace & Nurick LLC
BP Energy Company P.O. Box 1166

501 Westlake Park Boulevard 100 Pine Street

Houston, TX 77079 Harrisburg, PA 17108-1166
Tele: 281-366-6210 Tele: 717-237-5254

Fax; 281-366-7583 Fax: 717-237-5300

b. CONTACT PERSON-PENNSYLVANIA EMERGENCY MANAGEMENT AGENCY: The name, title, address
tetephone number and FAX number of the person with whom contact should be made by PEMA:

Mark Hanson

Manager, Mid-Atlantic Marketing & Origination
DOCUMENT

BP Energy Company
501 Westlake Park Boulevard

Houston, Texas 77079
Phone: 281-366-3321 F O L D E R

Fax: 281-366-4929

3.a. ATTORNEY: If applicable, the name, address, telephone number, and FAX number of the Applicant’s
attorney are:

Justin Stuhldreher
Managing Attorney

BP Energy Company

501 Westlake Park Boulevard
Houston, TX 77079

Tele: 281-366-2568

Fax: 281-366-7583




REGISTERED AGENT: If the Applicant does not maintain a principal office in the Commonwealth, the
required name, address, telephone number and FAX number of the Applicant's Registered Agent in the
Commenwealth are:

CT Corporation System

1515 Market Street, Suite 1210
Philadelphia, PA 19102

Tele: 215-563-7750

Fax: (does not accept faxed lawsuits)

FICTITIOUS NAME: (select and complete appropriate statement)

 The Applicant will be using a fictitious name or doing business as (“d/bfa”):

Attach to the Applicaticn a copy of the Applicant’s filing with the Commonwealth’s Department of State
pursuant to 54 Pa. C.S. §311, Form PA-953.

or

M The Applicant will not be using a fictitious name.

BUSINESS ENTITY AND DEPARTMENT OF STATE FILINGS: (select and complete appropriate
statement)

d The Applicant is a sole proprietor.

If the Applicant is located outside the Commonwealth, provide proof of compliance with 15 Pa. C.S. §4124
relating to Department of State filing requirements.

or

| The Applicant is a:

domestic general partnership (*}

domestic limited partnership (15 Pa. C.S. §8511)

foreign general or limited partnership (15 Pa. C.S. §4124)
domestic limited liability partnership (15 Pa. C.S. §8201)
foreign limited liability general partnership (15 Pa. C.S. §8211)
foreign limited liability limited partnership (15 Pa. C.S. §8211)

OO0

Provide proof of compliance with appropriate Department of State filing requirements as indicated
above.

Give name, d/b/a, and address of partners. If any partner is not an individual, identify the business nature of
the partner entity and identify its partners or officers.

U ~ifa corporate partner in the Applicant’'s domestic partnership is not domiciled in Pennsylvania, attach
a copy of the Applicant’s Department of State filing pursuant to 15 Pa. C.S. §4124.

or
M The Applicant is a:
[J domestic corporation (none)
Naturat Gas Suppha License Application 1
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M foreign corporation {15 Pa. C.S. §4124)

[ domestic limited liability company (15 Pa. C.S. §8913)
(A foreign limited liability company (15 Pa. C.S. §8981)
D Other

Provide proof of compliance with appropriate Department of State filing requirements as indicated above.

See Exhibit A attached hereto and made a part hereof for all purposes.

Additionally, provide & copy of the Applicant's Articles of Incorporation.

See Exhibit B attached hereto and made a part hereof for all purposes.

Give name and address of officers.

See Exhibit C attached hereto and made a part hereof for all purposes.

The Applicant is incorporated in the state of Delaware.

6. AFFILIATES AND PREDECESSORS WITHIN PENNSYLVANIA: (select and complete appropriate
statement)
“ Affiliate(s) of the Applicant doing business in Pennsylvania are:
See Exhibit D attached hereto and made a partt hereof for all purposes,

Give name and address of the affiliate(s) and state whether the affiliate(s) are jurisdictional public utilities.

See Exhibit D attached hereto and made a part hereof for all purposes.

[ Does the Applicant have any affiliation with or ownership interest in:
(a) any other Pennsylvania retail natural gas supplier licensee or licensee applicant,
(b} any other Pennsyivania retail licensed electric generation supplier or license applicant,
{(c) any Pennsylvania natural gas producer and/or marketer,
(d) any natural gas wells or
(e} any local distribution companies {LDCs) in the Commonwealth

If the response fo parts a, b, ¢, or d above is affirmative, provide a detailed description and explanation of the
affiliation and/or ownership interest.

Applicant's affiliate, BP Canada Energy Marketing Corp., is {or has been) engaged in the sale of natural gas
and supply services to local distribution companies ("LDCs"), marketers/aggreqators, and industrial and
commercial customers at the citygate in Pennsylvania and other US States.

Applicant and BE Canada Energy Marketing Corp. are both wholly owned indirect subsidiaries of BP America
Inc. (See Exhibit E attached hereto and made a part hereof for all purposes.)

M Provide specific details concerning the affiliation and/or ownership interests involving:
(a} any natural gas producer and/or marketers,
{b) any wholesale or retail supplier or marketer of natural gas, electricity, oil, propane or other energy
sources.

BP produces approximately 3.1 Bef/d of natural gas throughout North America. BP Energy Company and its

affiliates BP Canada Energy Marketing Corp. and IG! Resources Inc. market this production and purchase
natural gas from other third paries to meet the supply and demand needs of customers throughout North

Natural Gas Supplier License Application 2
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America. Customers include other marketers, agaregators, local distribution companies, industrial,
commercial and governmental entities. Neither Applicant nor any of its affiliates are engaged in the sale of
natural gas to residential customers.

Applicant and its affiliates BP Canada Enerqy Marketing Corp. and |G| Resources Inc. are wholly owned
indirect subsidiaries of BP America Inc. (See Exhibit E attached hereto and made a part hereof for all
purposes.) |G| Resources Inc. conducts business primarily in the Pacific Northwest region of the U.S. BP
Canada Energy Marketing Corp. conducts business throughout the United States generally and in the Mid-
Continent primarily.

BP Products North America Inc. markets other ener roducts throughout the United States. (See Exhibil
EJ
M Provide the Pa PUC Docket Number if the applicant has ever applied:

(a) for a Pennsylvania Natural Gas Supplier license, or

(b} for a Pennsylvania Electric Generation Supplier license.

PUC Docket Number: A-110144 for Electric Generation Supplier License

1 If the Applicant or an affiliate has a predecessor who has done business within Pennsylvania, give
name and address of the predecessor(s) and state whether the predecessor(s) were jurisdictional
public utilities.

Amoco Energy Trading Corporation changed its name to BP Energy Company effective August 22, 2000.
The address is the same as that listed above for BP Energy Company.

Amoco Canada Marketing Corp. changed its name to BP Canada Energy Marketing Corp, effective August
14, 2000. Address: 4101 Winfield Road, Warrenville _lllinois 60555

Neither was a jurisdictional public utility.

or

d The Applicant has no affiliates deing business in Pennsylvania or predecessors which have done
business in Pennsylvania.

7. APPLICANT’S PRESENT OPERATIONS: {select and complete the appropriate statement)
D The Applicant is presently doing business in Pennsylvania as a

natural gas interstate pipeline.

municipal providing service outside its municipal limits.
local gas distribution company

retail suppiier of natural gas services in the Commonweaith
a natural gas producer

Other. (ldentify the nature of service being rendered.)

ROQ00O0

Applicant is presently doing business in Pennsylvania as a licensed Electric Generation Supplier, wholesale
marketer of natural gas and marketer of natural gas services to large industrial customers at citygates
(without utilizing the jurisdictional facilities of natural gas distribution companies).

or

Q The Applicant is not presently doing business in Pennsylvania.

Natural Gas Supplicr License Apphication 3
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8. APPLICANT’S PROPOSED OPERATIONS: The Applicant proposes to operate as a:

supplier of natura! gas services.

Municipal supplier of natural gas services.

Cooperative supplier of natural gas services.

Broker/Marketer engaged in the business of supplying natural gas services.
Aggregator engaged in the business of supplying natural gas services.
Other (Describe):;

DREO0OR

9. PROPOSED SERVICES: Generally describe the natural gas services which the Applicant proposes to offer.

By this Application, BP Energy proposes to expand its range of services to market natural gas and supply
services to large commercial, industrial and governmental retail gas customers.

Applicant will not be engaging in the sale of natural gas to residential customers.

10. SERVICE AREA: Generally describe the geographic area in which Applicant proposes to offer services.

Applicant proposes to offer natural gas services in all geographic areas of Pennsylvania.

11. CUSTOMERS: Applicant proposes to initially provide services to:

Residential Customers

Commercial Customers - (Less than 6,000 Mcf annually)
Commercial Customers - (6,000 Mcf or more annually)
Industrial Customers

Governmental Customers

All of above

Other (Describe):

OO0REEOO

12, START DATE: The Applicant propases to begin delivering services upon receipt of its Natural Gas Supplier
license from the Pennsyivania Public Utility Commission,

Natural Gas Supplier License ‘Application 4
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13. NOTICE: Pursuant to Section 5.14 of the Commission’s Regulations, 52 Pa. Code §5.14, serve a copy of the
signed and verified Application with attachments on the following:

Irwin A. Popowsky Office of the Attorney General
Office of Consumer Advocate Bureau of Consumer Protection
5th Floor, Forum Place Strawberry Square, 14th Floor
555 Walnut Street Harrisburg, PA 17120
Harrisburg, PA 17120-1921

William R. Lloyd, Jr. Commonwealth of Pennsylvania
Commerce Building, Suite 1102 Department of Revenue

Small Business Advocate Bureau of Compliance

300 North Second Strest Harrisburg, PA 17128-0946

Harrisburg, PA 17101

Any of the following Natural Gas Distribution Companies through whose transmission and distribution
facilities the applicant intends to supply customers:

NUI Valley Cities Gas (NUI Transportation Services) National Fue! Gas Distribution Corp.
Mike Vogel Paul R. Mundy
PO Box 3175 10 Lafayette Square
Union, NJ 07083-1975 Buffalo, NY 14203
PH: 908.289.5000 ext. 5441 FAX: 908.2808.6444 | PH: 716.857.7756 FAX: 716.857.7479
e-mail: mundyp@natfuel.com
Penn Fuel [North Penn Gas Company & Penn Fuel Gas] The Peoples Natural Gas Company
Jim Evans or Tom Olsen Joe Gregorini or Bill McKeown
2 North 9th Street 625 Liberty Avenue
GENA94 Pittsburgh, PA 15222
Allentown, PA 18101 e-mail: jgregorini@png.cng.com
PH: 610.774.7981 610.774.4975 PH: 412.457.6851 or 412.497.6840
FAX: 610.774.5694 610.774.4975 FAX: 412.497.6630
e-mail: jevans@papl.com or teolson@papl.com
T. W. Phillips Gas and Oil Company UGl
Robert M. Hovanec David Beaston or Bob Krieger
205 North Main Street PO Box 12677 or 225 Morgantown Rd
Butler, PA 16001 Reading, PA 15222 Reading, PA 15222
PH: 724.287.2725 FAX: 724.287.5021 PH: ©610.796.3425 PH: 610.796.3516
e-mail: rthovanec@twphiliips.com FAX: 610.796.3559
PG Energy Equitable Gas Company
Richard N. Marshall o WendyK. Saxe Antionette Litchy
One PE! Center 200 Allegheny Center Mall
Wilkes-Barre, PA 18711-0601 Pittsburgh, PA 15212-5352
e-mail: marshall@pgenergy.com or saxe@pgenergy.com PH: 412.395.3117 FAX: 412.395.3156
PH; 570.829.8795 FAX. 570.829.8652
Carnegie Natural Gas Company Columbia Gas of PA, Inc.
Donald A. Melzer Erich Evans or Heather Bauer
800 Regis Avenue 200 Civic Center Drive
Pittsburgh, PA 19236 Columbus, OH 43215
PH: 4126558510 ext. 331 FAX: 412.655.0335 PH: 614.460.6254 or 614.460.5554
FAX: 614.460.4291
Philadelphia Gas Works PECC
Eric Burgis Kevin Carrabine
800 West Montgomery Avenue 300 Front Street Building 2
Philadelphia, PA 19122 Conshohocken, PA 19428
email: eric.burgis@pgworks.com PH: 610.832.6413
PH: 215.684.6907 FAX: 215.684.6564

Pursuant to Sections 1.57 and 1.58 of the Commission’s Regulations, 52 Pa. Code §§1.57 and 1.58, attach Proof of
Service of the Application and attachments upon the above named parties. Upon review of the Application, further
notice may he required pursuant to Section 5.14 of the Commission's Regulations, 52 Pa. Code §5.14.

Natural Gas Supplier License Application 5
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¢ 14, TAXATION: Complete the TAX CERTIFICATION STATEMENT attached as Appendix B to this application.

A completed Tax Certification Statement is attached hereto at Exhibit F.

15. COMPLIANCE: State specifically whether the Applicant, an affiliate, a predecessor of either, or a person
identified in this Application has been convicted of a crime involving fraud or similar activity. [dentify all
® proceedings, by name, subject and citation, dealing with business operations, in the last five (5) years,
whether before an administrative body or in a judicial forum, in which the Applicant, an affiliate, a predecessor
of either, or a person identified herein has been a defendant or a respondent. Provide a statement as to the
resolution or present status of any such proceedings.

Neither the Applicant, its affiliates that market natural gas (BP Canada Energy Marketing Corp. and iGl

® Resources, Inc.), mnor any person identified in this Application has been convicted of a crime involving fraud
or similar activity,

For a list of applicable proceedings involving Applicant and its U.S. natural gas marketing affiliates (BP
Canada Energy Marketing Corp. and 1G| Resources, Inc.), see Exhibit G attached hereto and made a part

hereof for all purposes.

o
16. STANDARDS, BILLING PRACTICES, TERMS AND CONDITIONS OF PRCOVIDING SERVICE AND
CONSUMER EDUCATION: All services should be priced in clearly stated terms to the extent possible.
Common definitions should be used. All consumer contracts or sales agreements should be written in plain
language with any exclusions, exceptions, add-ons, package offers, limited time offers or other deadlines
"y prominently communicated. Penalties and procedures for ending contracts should be clearly communicated.

a. Contacts for Consumer Service and Complaints: Provide the name, title, address, telephone number and
FAX number of the person and an alternate person responsibie for addressing customer complaints.
These persons will ordinarily be the initial point(s) of contact for resolving complaints filed with Applicant,
the Distribution Company, the Pennsylvania Public Utility Commission or other agencies.

@ Mark Hanson
Manager, Mid-Atlantic Marketing & Origination

BP Energy Company
501 Westlake Park Boulevard

Houston, Texas 77079
Phone: 281-366-3321
® Fax: 281-366-4929

b. Provide a copy of all standard forms or contracts that you use, or propose to use, for service provided to
residential customers.

® Not applicable - Applicant does not plan to provide service to residential customers.

c. If proposing to serve Residential and/or Small Commercial customers, provide a disclosure statement.
A sample disclosure statement is provided as Appendix B to this Application.

Not applicable .~ Applicant does not plan to provide service to residential customers or small-volume
commercial customers.

17. FINANCIAL FITNESS:
A. Applicant shall provide sufficient information to demonstrate financial fithess commensurate with the
service proposed to be provided. Examples of such information which may be submitted include the ‘
following:

« Actual (or proposed) organizational structure including parent, affiliated or subsidiary companies.

¢ Published parent company financial and credit information. |

Natural Gas Supplicr License Applicalion P
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« Applicant's balance sheet and income statement for the most recent fiscal year. Published financial
information such as 10K's and 10QY's may be provided, if available.

o Evidence of Applicant's credit rating. Applicant may provide a copy of its Dun and Bradstreet Credit
Report and Robert Morris and Associates financial form or other independent financial service reports.

» A description of the types and amounts of insurance carried by Applicant which are specifically intended
to provide for or support its financial fitness to perform its obligations as a licensee.

« Audited financial statements

+ Such ather information that demonstrates Applicant’s financial fitness.

See Exhibit H attached hereto and made a part hereof for all purposes.

B. Applicant must provide the following information:
» |dentify Applicant's chief officers including names and their professional resumes.

» Provide the name, title, address, telephone number and FAX number of Applicant's custodian for its
accounting records.

See Exhibit | attached hereto and made a part hereof for all purposes.

18. TECHNICAL FITNESS: To ensure that the present quality and availability of service provided by natural gas
utilities does not deteriorate, the Applicant shall provide sufficient information to demonstrate technical fitness
commensurate with the service proposed to be provided. Examples of such information which may be
submitted include the following:
 The identity of the Applicant's officers directly responsible for operations, including names and their

professional resumes.

« A copy of any Federal energy license currently held by the Applicant.
» Proposed staffing and employee training commitments.
s Business plans.

See Exhibit J attached hereto and made a part hereof for all purposes.

19. TRANSFER OF LICENSE: The Applicant understands that if it plans to transfer its license to another entity,
it is required to request authority from the Commission for permission prior to transferring the license. See 66
Pa. C.5. Section 2208(D). Transferee will be required to file the appropriate licensing application.

20. UNIFORM STANDARDS OF CONDUCT AND DISCLOSURE: As a condition of receiving a license,
Applicant agrees to conform to any Uniform Standards of Conduct and Disclosure as set forth by the
Commission.

21. REPORTING REQUIREMENTS: Applicant agrees to provide the following information to the Commission or
the Department of Revenue, as appropriate:

a. Reports of Gross Receipts: Applicant shall report its Pennsylvania intrastate gross receipts to the

Commission on an annual basis no later than 30 days following the end of the calendar year.

Applicant will be required to meet periodic reporting requirements as may be issued by the
Commission to fulfill the Commission's duty under Chapter 22 pertaining to reliability and to inform
the Governor and Legislature of the progress of the transition to a fully competitive natural gas
market.

Natural Gas Supplier License Application 7
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22, FURTHER DEVELOPMENTS: Applicant is under a continuing obligation to amend its application if
substantial changes occur in the information upon which the Commission relied in approving the original

filing.

23. FALSIFICATION: The Applicant understands that the making of false statement(s) herein may be grounds
for denying the Application or, if later discovered, for revoking any authority granted pursuant to the
Application. This Application is subject to 18 Pa, C.S. §§4903 and 4904, relating to perjury and falsification in

official matters.

24.  FEE: The Applicant has enclosed the required initial licensing fee of $350.00 payable to the Commonwealth
of Pennsylvania.

Applicant. BP ENERGY.COMPANY

NangOrl/nd /

o A. Alvarez

Title:  Vice President

ny/

Nawral Gas Supplier License Application 8
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© COMMON WEALTH OF PENNSYLVANIA

DEPARTMENT OF STATE

July 20, 2005
o
TO ALL WHOM THESE PRESENTS SHALL COME, GREETING ;
BP ENERGY COMPANY
0
O |. Pedro A, Cortés, Secretary of the Commonwealth of Pennsylvania do hereby certify that the foregoing
and annexed is a true and correct photocapy of Cartificate of Authority and all Amendments

i which appear of record in this deparment

0

0
IN TESTIMONY WHEREQF , | have
hereunto set my hand and caused
the Seal of the Secretary's Office to

0 be affixed, the day and year above
wiitten.
.&GL.,Q----Q..--Q%LA S
Secretary of the Commonwealth

o

STMARTZ
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APPLICATION FOR AN AMENDED CERTIFICATE OF AUTHORITY
FOREIGN CORPORATION
DSCB:15-4126/6126 (Rev 50)

Microfilm Number_____zﬂo_(ls_@' 4 Flied with
Entity Number f;;zOﬁ/ja?é?g

Indlcate type of corporation (check one):
X_Forelgn Business Corporation (15 Pa.C.8. § 4126)
—-Forelgn Nonprolkt Corporation (15 Pa.C.S. § 6126)

In compllance with the requirements of the applicable provisions of 15 Ps.C.S. (relating to corperations and
unincorpornted associntions) the undersigned foreign corporat n, desiring to recetve an amended certificate of
guthority hercby states that:

1. The name under which the corporation currently holds a certificate of authority to do business within the
Commonwealth of Pennsylvanla is: Amoco Energy Trpding Coyxporstion

2. The name of the jurisdiction under the laws of which the corporation is incorpersted is:

Relnwaxe

3. Thke address of its principal office under the [aws of the jurisdiction in which it is tncorporated is:

1209 Orange BErset, Hi.lai.a_gﬁon.- Delawsra 13801, Now Cagtle .
Number and Street City Stafe Zip County

4. The (a) address of thls corporatien's current registered office in this Cemmonwealth or (b) name of its
commercial registered office provider and the county of venue &:

- -

() - L,
“Number and Stroet Ciy ™ ~State Zp Connty

®) cio; ' Philadalupin Connty
ame of Commerc egister & ider . County

For a corporation represented by a commercial reglitered oflice provider, the county in (b) shall be deemed the
county in which the corparation Is focated for venue and official pubHeation purposes. _

(Check if appiicable):
___The foregoing reflects a change in Pennsylvanla regitered office

5. The corporation desires that its certificate of suthority be amended to change the name under which ft is
suthorized to transact business in the Commonwenlth of Pennsyivania to:

SZ_noxay. COuRanyY

(FA. -0} - 1/17/9%)
TCTR P. ¢
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6. (If the name et forth in Paragraph § Is not avalisble for use in this Commenwesalth, eampiate the fellowing):

The fictitious name which the corporstion sdopts for ute in transacting business In this Commonwealth is:

This corporstion shall do business in Pennsyivania only under such fictitious aame pursuant to the artsched

resalution of the board of directors in compliance with the requirements of the applicable provistons of 15
Pa.C.§ (relating to corporations and umincerperated sssociations) snd the attached fom DSCR:54-311

(Application for Registration of Fictitions Name).,

7 {(Check one of the following as applicable):
- _X_The chunge of namereflects & change effected in the jurisdiction of Incorporstion.
—Documents complying with the applicable provisions of 15 Pa.C.S. § 4123(b) or 6123(b) (relating to
exception; name ) secemspany this application.

IN TESTIMONY WHEREOF, the undersigned corporation has cauged this A{plluﬂon for an Amended
Certificate of Authority to be signed by a duly authorized ofﬁcer this 25 day of ftbes— 2002

m%ata—-:my
BY; Ww “m;

TITLE: F. T. Kolb Assistant Secretary

FA - 031)

nl
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State of Delaware PAGE 1

Office of the Secretary of State

I, EDWARD J. FREEL, SECRETARY OF STATE OF THE STATE OF
DELAWARE, DO HEREBY CERTIFY THE ATTACEED IS A TRUE AND CORRECT
COPY OF THE CERTIFICATE OF AMENDMENT OF "AMOCO ENERGY TRADING
CORPORATION®, CHANGING ITS NAME: FROM WAMOCO ENERGY TRADING
CORPORATION" TO "BP ENERGY COMPANY", FILED IN TRIS OFFICE ON THE
TWENTY-SECOND DAY OF AUGUST, A.D. 2000, AT 4:30 O'CLOCK P.M.

A FILED COPY OF THIZ CERTIFICATE HAS BEEN FORWARDED TO THE

NEW CASTLE COUNTY RECORDER OF DEEDS.

Edward ]. Freel, Secretary of State
AUTHENTICATION: 0633914

2076738 8100

001425714 DATE: 08-23-00
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CERTIFICATE OF AMENOMENT
OF
CERTIFICATE OF INCORPORATION
AMOCO ENERGY TRADING CORPORATION, a corporation arganized and
exisling under and by virtue of the General Corporation Law of the State of

Delaware, DOES HEREBY CERTIFY: -

FIRST: That the Board of Directors, by the unanimous written consent of its-
members, filed with the minutes of the Board, duly adopted a resolution setting
forth a proposed amendment to the Certificate of Incorporation of said
corporation, declaring said amendment 1o be advisable and calling a meeting of
the stockholders of said corporation for consideration thereof. The resolution
setting forth the proposed amendment is as follows:

RESOLVED, that the Certificate of incorporation of this

corporation ba amendad by changing the Article thereof numbered

FIRST so that, as amended, said Article shall be and read as

follows:

FIRST.  The name of the carporation is BP ENERGY
COMPANY,
SECOND: That thereafier, pursuant to resolution of its Board of Directors,
in lieu of a meeting and vote of stockholders, the stockholders have given

unanimous wrilten consant 1o saigd amendmaeant in accordance with Section 228 of

the General Corporation Law of the Stale of Dajaware.
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THIRD: Thal said amendment was duly adopted in aceordance with ihe
provisions of Sections 242 and 228 of the Genaral Corporation Law of the State of
Delsware.

FOURTN: That the capital of said corperatien shall not be reduced under or
by reason of said amendimant.

FIFTH: That this amendment to the Certificate of Incorperation will be
effective on the date it is filad with the Secretary of Stats,

IN WITNESS WHEREOQF, said AMOCO ENERGY TRADING
CORPORATION has caused its corporate seal to be hareunts affixad and this
cartificate 1o be sighed by Tony Founlain, its President, and attestedto by F. T.

—
Kolb, Its Assistant Secretary, this 21~ day of August, 2000.

ATTEST:

4.7 Yy

Fo T. mbl Nfﬁm sm
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STATE OF TEXAS )

)
COUNTY OF HARRIS )

The undersigned, a Notary Public, do hereby certify that TONY FOUNTAIN
and F. T. KOLB of the above named AMOCO ENERGY TRADING
CORPORATION, personally known to me to be the same persons whose names
are subscribad to the foregoing instrument as Prasident and Assistant Saecratary,
respectively, appeared before me this day in person, and acknowiedpged that they
signed, sealed and delivered the said instrument as the free and veluntary act of
said AMOCO ENERGY TRADING CORPORATION, and as their own free and
voluntary act as President and Assistant Secretary. respectively, for the uses and
purposes therein set forth.

Y Ls
GIVEN under my hand and official seal this A_L_ day of August, 2000,

e [t

Nolary Public

§S.
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®ffice of Becretary of Btate

I, MICHAEL HARKINS, SECRETARY OF STATE OF THE STATE OF
DELAWARE DO HERERY CERTIFY THE ATTACHED IS A TRUE AND CORRECT
COPY OF THE CERTIFICATE OF INCORFORATION OF AMOCO ENERGY TRADING
CORFORATION FILED IN THIS OFFICE ON THE THENTY-SIXTH NAY OF

NOVEMBER, A.D0. 1985, AT 12 0’CLOCK F.M.

L Michael Hﬁrkins, Se:/cretary of State
AU

ENTICATION: 10668795
735330027 DATE: 11/26/1985
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CERTIFICATE OF INCORPORATION AT AL
o) \ Oof\
OF : Al
AMOCO ENERGY TRADING CORPORATION
l. The name of the corporation is:
AMOCO ENERGY TRADING CORPORATION

2. The address of its registered office in the State of
Delaware is Corporation Trust Center, 1209 Orange Street, in the City
of Wilmington, County of New Castle. The name of its registered agent
at such address is The Corporation Trust Company.

3. The nature of the business or purposes to be conducted
or promoted is to engage in any lawful act or activity for which cor-
gogations may be organized under the General Corporation Law of

elaware.

4. The total number of shares of stock which the corporation shall
have authority to issue is One Thousand (1,000) all of such shares shall be without
par value.

5. The board of directors is authorized to make, alter
. or repeal the by-laws of the corporation. Election of directors
need not be by written ballot.

6. The name and mailing address of the incorporator is:

L. M. Custis

Corporation Trust Center
1209 Orange Street
Wilmington, Delaware 19801

I, THE UNDERSIGNED, being the incorporator hereinbefore
named, for the purpose of forming a corporation pursuant to the
General Corporation Law of Delaware, do make this certificate, here-
by declaring and certifying that this is my act and deed and the facts
herein stated are true, and accordingly have hereunto set my hand this
26th day of YNovember, 1985. ~

L. M. Custis
L. M. CustIECEIVED FOR RECOR;
NOV 26 1985
LEQJ. DUGAN, Jr., Recorder




AMOCO ENERGY TRADING CORPORATION

Unanimous Waiver of Notice of Meeting
and Consent to the Adoption of Resoclutions

November 26, 1985

The undersigned, being all of the directors of AMOCO ENERGY
TRADING CORPORATION (the "Company"), hereby waive call, notice of
meeting, formal meeting and vote, and do hereby consen;‘. to, confirm and
ratify the adoption of the following corporate actions pursuant to

Section 141_(1‘) of the General Corporation Laws of the State of Delaware.

% ¥ % K ¥ &

RESOLVED: That the copy of the Certificate of Incorporation attached
hereto as Exhibit A is the Certificate of Incorporation of the Company as filed
and recorded in the State of Delaware on November 26, 1985; and further

RESOLVED: That the By-laws attached hereto as Exhibit B be, and they
hereby are, adopted and in all respects approved as and for the By-laws of the
Company; and further ’

RESOLVED: That the proposed form of stock certificate representing
shares of Common Stock of the Company, without-par value per share,
attached hereto as Exhibit C, be, and it hereby is, approved as the form of
certificate to represent fully-paid shares of the Common Stock of the
Company; and further

RESOLVED: That the form of seal, an impression of which appears to
the right hereof, be, and it hereby is, adopted as and for the seal of the
Company; and further

RESOLVED: That the fiscal year of the Company be the calendar year;
and further

RESOLVED: That the books of the Company be kept at the headquarter
offices of the Company (presently located at 200 East Randolph Drive,
Chicago, Illinois §0601); and further
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RESOLVED: That the President, Vice President, and Treasurer of the
Company are each hereby authorized acting individually:

1.  To designate any bank or banks as depository for funds of the
Company;
2. To execute powers of attorney or other suitable documents

authorizing officers, employees, or other agents of the Company to
deposit funds in bank accounts as established, and to make
withdrawals upon checks manually signed;

3. To designate the person or persons upon whose faesimile signature
the respective depository banks of the Company shall honor checks
drawn against accounts so established, and to change such
designation from time to time; and

4, To guthorize the said banks to honor and charge the Company's
account for all checks on which the actual or purportied facsimile
signature resembles the specimen duly filed with the banks
regardless of by whom or by what means such facsimile signature
may have been affixed thereto.

RESOLVED: That the Company forthwith issue 100 shares of no par
value per share Common Stock to Amoce Production Company, a Delaware
corporation ("Amoco™), upon payment therefor to the Company of the sum of
$1,000.00, such sum to be deposited the Company's bank account; and further

RESOLVED: That the proper officers of the Company are hereby
authorized to determine the times at which and manner in whieh funds are to
be made available under the preceding resolution;

RESOLVED: That the Company hereby appoints The Corporation Trust
Company, as the Company's registered agent for receiving service of process
in the State of Delaware,

RESOLVED: That the following individuals are hereby elected to the |
offices set opposite their respective names, to serve in said offices until their
successors shall have been duly elected and shall have qualified:

President H. M. Hawkins
Vice President R. K. Stehn
Vice President R. T. Killian
Vice President S. D. Bojack
Treasurer R. O.Bent, II
Secretary D. B, Pinkert
Assistant Secretary J. M. Gross

Assistant Secretary B. E. Davis
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IN WITNESS WHEREOF, the undersigned have hereunto set their

signatures as of the 26th day of November, 1985.

Az

S

R. K. S.t'ehn
e (AN i

J. M{ Gross
\
Assistant

The undersigned,Secretary of the Company hereby certifies that the

above signatures are the true and correct signatures of each of the Directors of

the Company as of the date hereof.

T & D

B. E. Davis




EXHIBIT A

CERTIFICATE OF INCORPORATION
OF

AMOCO ENERGY TRADING CORPORATION

* % * ok &k

1. The name of the corporation is:

AMOCO ENERGY TRADING CORPORATION

2. The address of its registered office in the

State of Delaware is Corporation Trust Center, 1209 Orange

Street, in the City of Wilmington, County of New Castle.

The name of its registered agent at such address is The

Corporation Trust Company.

3. The nature of the business or purposes to be
conducted or promoted is to engage in any lawful act or
activity for which corporations may be organized under the

General Corporation Law of Delaware.



4, The total number of shares of stock which the
corporation shall have authority to issue is One Thousand

{1,000} all of such shares shall be without par value.

5. The board of directors is authorized to make,
alter or repeal the by-laws of the corporation. Election of

directors need not be by written ballot.

6. The name and mailing address of the
incorporator is:
L. M, Custis
Corporation Trust Center

1209 Orange Street
Wilmington, Delaware 15801

I, THE UNDERSIGNED, being the incorporator
hereinbefore named, for the purpose of forming a corporation
pursuant to the General Corporation Law of Delaware, do make
this certificate, hereby declaring and certifying that this

is my act and deed and the facts hgrein stated are true, and



accordingly have hereunto set my hand this 26th day of

November, 1985,

L. M, Custis

L. M. Custis



rReccived for Record
November 26th, A. D. 1985.

Leo J. Dugan, Jr., Recorder.

STATF OF DELAWARE
: S5858.:
NEW CASTLE COUNTY :

Recorded in the Recorder's Office at
Wilmington, Vol. Page &c., the
26th day of November, A. D. 1985,

Witness my hand and official seal.

Leo J. Dugan, Jr.

Recorder.

AR HArTRURIR RN RNN NN TR

" Recorders Office "
" New Castle Co. Del, "
" Mercy Justice "
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EXHIBIT B
AMENDED AND RESTATED

BY-LAWS
OF

AMOCO ENERGY TRADING CORPURATION

{A Delaware Corporation)
November 26, 1985
ARTICLE I

STOCKHOLDERS

1. CERTIFICATES REPRESENTING STOCK. Every holder of stock
in the corporation shall be entitled to have a certificate signed
by, or in the name of, the corporation by the President or a Vice
President and by the Treasurer or an Assistant Treasurer or the
Secretary or an Assistant Secretary of the corporation certifying
the number of shares owned by him in the corporation. Any and
all signatures on any such certificate may be facsimiles. In case
any officer, transfer agent, or registrar who has signed or whose
facsimile signature has been placed upon a certificate shall have
ceased to be such officer, transfer agent, or registrar before
such certificate is issued, it may be issued by the corporation
with the same effect as if he were such officer, transfer agent,
or registrar at the date of issue.

Whenever the corporation shall be authorized to issue more
than one class of stock or more than one series of any class of
stock, and whenever the corporation shall issue any shares of its
stock as partly paid stock, the certificates representing shares
of any such class or series or of any such partly paid stock
shall set forth thereon the statements prescribed by the General
Corporation Law. Any restrictions on the transfer or
registration of transfer of any shares of stock of any class or
series shall be noted conspicuously on the certificate
representing such shares.

The corporation may issue a new certificate.of stock in
place of any certificate theretofore issued by it, alleged to
have been lost, stolen, or destroyed, and the Board of Directors
may require the owner of any lost, stolen, or destroyed
certificate, or his legal representative, to give the corporation
a bond sufficient to indemnify the corporation against any claim
that may be made against it on account of the alleged loss,
theft, or destruction of any such certificate or the issuance of
any such new certificate.

2, STOCK TRANSFERS. Upon compliance with provisions
restricting the transfer or registration of transfer of shares of
stock, if any, transfers or registration of transfers of shares




—

of stock of the corporation shall be made only on the stock
ledger of the corporation by the registered holder thereof, or by
his attorney thereunto authorized by power of attorney duly
executed and filed with the Secretary of the corporation or with
a transfer agent or a registrar, if any, and on surrender of the
certificate or certificates for such shares of stock properly
endorsed and the payment of all taxes due thereon,

3. RECORD DATE FOR STOCKHOLDERS. For the purpose of
determining the stockholders entitled to notice of or to vote at
any meeting of stockholders or any adjournment thereocf, or to
express consent to corporate action in writing without a meeting,
or entitled to receive payment of any dividend or other
distribution or the allotment of any rights, or entitled to
exercise any rights in respect of any change, conversion, or
exchange of stock or for the purpose of any other lawful action,
the directors may fix, in advance, a record date, which shall not
be more than sixty days nor less than ten days before the date of
such meeting, nor more than sixty days prior to any other action.
If no record date is fixed, the record date for determining
stockholders entitled to notice of or to vote at a meeting of
stockholders shall be at the close of business on the day next
preceding the day on which notice is given, or, if notice is
waived, at the close of business on the day next preceding the
day on which the meeting is held; the record date for determining
stockholders entitled to express consent to corporate action in
writing without a meeting, when no prior action by the Board of
Directors is necessary, shall be the day on which the first
written consent is expressed; and the record date for determining
stockholders for any other purpose shall be at the close of
business on the day on which the Board of Directors adopts the:
resolution relating thereto. A determination of stockholders of
record entitled to notice ¢f or to vote at any meeting of
stockholders shall apply to any adjournment of the meeting;
provided, however, that the Board of Directors may fix a new
record date for the adjourned meeting.

4, MEANING OF CERTAIN TERMS. As used herein in respect of
the right to notice of a meeting of stockholders or a waiver
thereof or to participate or vote thereat or to consent or
dissent in writing in lieu of a meeting, as the case may be, the
term "share” or "shares" or "share of stock" or "shares of stock"
or "stockholder" or "stockholders" refers to an cutstanding share
or shares of stock and to a holder or holders of record of
outstanding shares of stock when the corporation is authorized to
issue only one class of shares of stock, and said reference is
also intended to include any outstanding share or shares of stock
and any holder or holders of record of outstanding shares of
stock of any class upon which or upon whom the certificate of
incorporation confers such rights where there are two or more
classes or series of shares of stock or upon which or upon whom
the General Corporation Law confers such rights notwithstanding
that the certificate of incorporation may provide for more than
one class or series of shares of stock, one or more of which are
limited or denied such rights thereunder; provided, however, that
no such right shall vest in the event of an increase or a




decrease in the authorized number of shares of stock of any class
or series which 1s otherwise denied voting rights under the
provisions of the certificate of incorporation, except as any
provision of law may otherwise require.

5. STOCKHOLDER MEETINGS.

- TIME. The annual meeting shall be held on the date
and at the time fixed, from time to time, by the directors,
provided, that the first annual meeting shall be held on a date
within thirteen months after the organization of the corporation,
and each successive annual meeting shall be held on a date within
thirteen months after the date of the preceding annual meeting.

A special meeting shall be held on the date and at the time fixed
by the directors.

- PLACE. Annual meetings and special meetings shall be held
at such place, within or without the State of Delaware, as the
directors may, from time to time, fix. Whenever the directors
shall fail to fix such place, the meeting shall be held at the
registered office of the corporation in the State of Delaware.

- CALL. Annual meetings and special meetings may be called
by the directors or by the President, any Vice President or any
other officer instructed by the directors to call the meeting.

- NOTICE OR WAIVER OF NOTICE. Written notice of all
meetings shall be given, stating the place, date, and hour of the
meeting and stating the place within the city or other
municipality or community at which the list of stockholders of
the corporation may be examined. The notice of an annual meeting
shall state that the meeting is called for the election of
directors and for the transaction of other business which may
properly come before the meeting, and shall (if any other action
which could be taken at a special meeting is to be taken at such
annual meeting) state the purpose or purposes. The notice of a
special meeting shall in all instances state the purpose or
purposes for which the meeting is called. The notice of any
meeting shall also include, or be accompanied by, any additional
statements, information, or documents prescribed by the General
Corporation Law. Except as otherwise provided by the General
Corporation Law, a copy of the notice of any meeting shall be
given, personally or by mail, not less than ten days nor more
than sixty days before the date of the meeting, unless the lapse
of the prescribed period of time shall have been waived, and
directed to each stockholder at his record address or at such
other address which he may have furnished by request in writing
to the Secretary of the corporation. Notice by mail shall be
deemed to be given when deposited, with postage thereon prepaid,
in the United States Mail, If a meeting is adjourned to ancther
time, not more than thirty days hence, and/or to another place,
and if an announcement of the adjourned time and/or place is made
at the meeting, it shall not be necessary to give notice of the
adjourned meeting unless the directors, after adjournment, fix a
new record date for the adjourned meeting. Notice need not be
given to any stockholder who submits a written waiver of notice




signed by him before or after the time stated therein.

Attendance of a stockholder at a meeting of stockholder shall
constitute a waiver of notice of such meeting, except when the
stockholder attends the meeting for the express purpose of
objecting, at the beginning of the meeting, to the transaction of
any business because the meeting is not lawfully called or
convened, Neither the business to be transacted at, nor the
purpose of, any regular ¢or special meeting of the stockholders
need be specified in any written waiver of notice.

- STOCKHOLDER LIST. The officer who has charge of the stock
ledger of the corpcration shall prepare and make, at least ten
days before every meeting cf stockholders, a complete list of the
stockholders, arranged in alphabetical order, and showing the
address of each stockholder and the number of shares registered
in the name of each stockholder. Such list shall be open to the
examination of any stockholder, for any purpose germane to the
meeting, during ordinary business hours, for a period of at least
ten days prior to the meeting, either at a place within the city
or other municipality or community where the meeting is to be
held, which place shall be specified in the notice of the
meeting, or if not so specified, at the place where the meeting
1s to be held. The list shall also be produced and kept at the
time and place of the meeting during the whole time thereof, and
may be inspected by any stockholder who is present. The stock
ledger shall be the only evidence as to who are the stockholders
entitled to examine the stock ledger, the list required by this
section or the beooks of the corporation, or to vote at any
meeting of stockholders.

- CONDUCT OF MEETING. Meetings of the stockholders shall be
presided over by one of the following officers in the order of
seniority and if present and acting--the President, a Vice
President, or, if none of the foregoing is in office and present
and acting, by a chairman to be chosen by the stockholders. The
Secretary of the corporation, or in his absence, an Assistant
Secretary, shall act as secretary of every meeting, but if
neither the Secretary nor an Assistant Secretary is present the
Chairman of the meeting shall appoint a secretary of the meeting.

- PROXY REPRESENTATION. Every stockholder may authorize
another person or persons to act for him by proxy in all matters
in which a stockholder is entitled to participate, whether by
waiving notice of any meeting, voting or participating at a
meeting, or expressing consent or dissent without a meeting,
Every proxy must be signed by the stockholder or by his
attorney~in-fact. No proxy shall be voted or acted upon after
three years from its date unless such proxy provides for a longer
period. A duly executed proxy shall be irrevocable if it states
that it is irrevocable and, if, and only as long as, it is
coupled with an interest sufficient in law to support an
irrevocable power. A proxy may be made irrevocable regardless of
whether the interest with which it is coupled is an interest in
the stock itself or an interest in the corporation generally.




~ QUORUM. The holders of a majority of the outstanding
shares of stock shall constitute a gquorum at a meeting of
stockholders for the transaction of any business. The
stockholders present may adjourn the meeting despite the absence
of a guorum,

- VOTING. Each share of stock shall entitle the holder
thereof to one vote. In the election of directors, a plurality
of the votes cast shall elect. Any other action shall be
authorized by a majority of the votes cast except where the
General Corporation Law prescribes a different percentage of
votes and/or a different exercise of voting power, and except as
may be otherwise prescribed by the provisions of the certificate
of incorporation and these By-Laws. In the election of
directors, and for any other action, voting need not be by
ballot.

6. STOCKHOLDER ACTION WITHOUT MEETINGS. Any action
required by the General Corporation Law to be taken at any annual
or special meeting of stockholders, or any action which may be
taken at any annual or special meeting of stockholders, may be
taken without a meeting, without pricr notice and without a vote,
if a consent in writing, setting forth the action so taken, shall
be signed by the holders of cutstanding stock having not less
than the minimum number of votes that would be necessary to
authorize or take such action at a meeting at which all shares
entitled to vote thereon were present and voted. Prompt notice
of the taking of the corporate action without a meeting by less
than unanimous written consent shall be given to those
stockholders who have not consented in writing.

ARTICLE II
DIRECTORS

1. FUNCTIONS AND DEFINITION. The business and affairs of
the corporation shall be managed by or under the direction of the
Board of Directors of the corporation. The Board of Directors
shall have the authority to fix the compensation of the members
thereof. The use of the phrase "whole board" herein refers to
the total number of directeors which the corporation would have if
there were no vacancies. '

2. QUALIFICATIONS AND NUMBER., A director need not be a
stockholder, a citizen of the United States, or a resident of the
State of Delaware. The initial Board of Directors shall consist
of three persons. Thereafter the number of directors constituting
the whole board shall be at least one. Subject to the foregoing
limitation and except for the first Board of Directors, such
number may be fixed from time to time by action of the
stockholders or of the directors, or, if the number is not fixed,
the number shall be three. The number of directors may be
increased or decreased by action of the stockholders or of the
directors.
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3. ELECTION AND TERM. The first Board of Directors,
unless the members thereof shall have been named in the
certificate of incorporation, shall be elected by the
incorporator or incorporators and shall hold office until the
first annual meeting of stockholders and until their successors
are elected and qualified or until their earlier resignation or
removal. Any director may resign at any time upon written notice
to the corporation. Thereafter, directors who are elected at an
annual meeting of stockholders, and directors who are elected in
the interim to fill vacancies and newly created directorships,
shall hold office until the next annual meeting of stockholders
and until their successors are elected and qualified or until
their earlier resignation or removal. In the interim between
annual meetings of stockholders or of special meetings of
stockholders called for the election of directors and/or for the
removal of one or more directors and for the filling of any
vacancy 1in that connection, newly created directorships and any
vacancies in the Board of Directors, including unfilled vacancies
resulting from the removal of directors for cause or without
cause, may be filled by the vote of a majority of the remaining
directors then in office, although less than a guorum, or by the
sole remaining director.

4, MEETINGS.

- TIME. Meetings shall be held at such time as the Board
shall fix, except that the first meeting of a newly elected Board
shall be held as scon after its election as the directeors may
conveniently assemble,

~ PLACE. Meetings shall be held at such place within or
without the State of Delaware as shall be fixed by the Board,

- CALL. No call shall be required for regular meetings for
which the time and place have been fixed. Special meetings may
be called by or at the direction of the President, or of a
majority of the directors in office,

- NOTICE OR ACTUAL OR CONSTRUCTIVE WAIVER. No notice shall
be required for regular meetings for which the time and place
have been fixed. Written, oral, or any other mode of notice of
the time and place shall be given for special meetings in
sufficient time for the convenient assembly of the directers
thereat. Notice need not be given to any director or to any
member of a committee of directors who submits a written waiver
of notice signed by him before or after the time stated therein.
Attendance of any such person at a meeting shall constitute a
waiver of notice of such meeting, except when he attends a
meeting for the express purpose of objecting, at the beginning of
the meeting, to the transaction of any business because the
meeting is not lawfully called or convened. Neither the business
to be transacted at, nor the purpose of, any regular or special ,
meeting of the directors need be specified in any notice or
written waiver of notice.




- QUCRUM AND ACTION. A majority of the whole Board shall
constitute a quorum except when a vacancy or vacancies prevents
such majority, whereupon a majority of the directors in office
shall constitute a quorum, provided, that such majority shall
constitute at least one-~third of the whole Board. A majority of
the directors present, whether or not a quorum is present, may
adjourn a meeting to another time and place. Except as herein
ctherwise provided, and except as otherwise provided by the
General Corporation Law, the vote of the majority of the
directors present at a meeting at which a quorum is present shall
be the act of the Board. The quorum and voting provisions herein
stated shall not be construed as conflicting with any provisions
of the General Corporation Law and these By-Laws which govern a
meeting of directors held to fill vacancies and newly created
directorships in the Board or action of disinterested directors.

Any member or members of the Board of Directors or of any
committee designated by the Board may participate in a meeting of
the Board, or any such committee, as the case may be, by means of
conference telephone or similar communications equipment by means
of which all persons participating in the meeting can hear each
other.

- CHAIRMAN OF THE MEETING. The President, if a director, or
any other director chosen by the Board shall preside at all
meetings.

5. REMOVAL OF DIRECTORS. Except as may otherwise be
provided by the General Corporation Law, any director or the
entire Board of Directors may be removed, with or without cause,
by the holders of a majority of the shares then entitled to vote
at an election of directors.

6. COMMITTEES. The Board of Directors may, by resolution
passed by a majority of the whole Board, designate cne or more
committees, each committee to consist of one or more of the
directors of the corporation. The Board may designate one or
more directors as alternate members of any committee, who may
replace any absent or disqualified member at any meeting of the
committee, In the absence or disqualification of any member of
any such committee or committees, the member or members thereof
present at any meeting and not disqualified from voting, whether
or not he or they constitute a quorum, may unanimously appoint
another member of the Board of Directors to act at the meeting in
the place of any such absent or disqualified member. Any such
committee, to the extent provided in the resolution of the Board,
shall have and may exercise the powers and authority of the Board
of Directors in the management of the business and affairs of the
corporation with the exception of any authority the delegation of
which is prohibited by Section 141 of the General Corporation
Law, and may authorize the seal of the corporation to be affixed
to all papers which may require it.

7. WRITTEN ACTION. Any action required or permitted to be
taken at any meeting of the Board of Directors or any committee
thereof may be taken without a meeting if all members of the




Board or committee, as the case may be, consent thereto in
writing, and the writing or writings are filed with the minutes
of proceedings of the Board or committee.

ARTICLE TII

OFFICERS

1. QFFICERS. The officers of the corporation shall
consist of a President, a Secretary, a Treasurer, and, if deemed
necessary, expedient, or desirable by the Board of Directors, an
Executive Vice President, one or more other Vice Presidents, one
Or more Assistant Secretaries, one or more Assistant Treasurers,
a Controller, one or more Assistant Controllers and such other
officers with such titles as the resolution of the Board of
Directors cheoosing them shall designate. Except as may otherwise
be provided in the resolution of the Board of Directors choosing
him, no officer need be a director. Any number of offices may be
held by the same person, as the directors may determine,

Unless otherwise provided in the resolution choosing him,
each officer shall be chosen for a term which shall continue
until the meeting of the Board of Directors following the next
annual meeting of stockholders and until his successor shall have
been chosen and qualified.

2. THE PRESIDENT. The president shall be the chief
executive officer of the corporation; he shall preside at all
meetings of the stockheolders and directors, shall be ex officio a
member of all standing committees, shall have general and active
management of the business of the corporation, and shall see that
all orders and resolutions of the board are carried into effect.
He shall execute bonds, mortgages, and other contracts requiring
a seal, under the seal of the corporation, except where required
or permitted by law to be otherwise signed and executed and
except where the signing and execution thereof shall be expressly
delegated by the board of directors to some other officer or
agent of the corporation.

3. VICE PRESIDENTS. The vice presidents in the order of
their seniority shall, in the absence or disability of the
president, perform the duties and exercise the power of the
president, and shall perform such other duties as the board of
directors shall prescribe. :

4, THE SECRETARY AND ASSISTANT SECRETARIES. The secretary
shall attend all sessions of the board and all meetings of the
stockholders, record all votes and the minutes of all proceedings
in a book to be kept for that purpose, and shall perform like
duties for the standing committees when required. He shall give,
or cause to be given, notice of all meetings of the stockholders
and special meetings of the board of directors and shall perform
such other duties as may be prescribed by the board of directors
or president, under whose supervision he shall be. He shall keep
in safe custody the seal of the corporation and, when authorized
by the board, affix the same to any instrument requiring it; and,




when so affixed, it shall be attested by his signature or by the
signature of the treasurer or an assistant secretary. The
assistant secretaries in order of their seniority shall, in the
absence or disability of the secretary, perform the duties and
exercise the powers of the secretary and shall perform such other
duties as the board of directors shall prescribe.

5. THE TREASURER AND ASSISTANT TREASURERS, The treasurer
shall have the custody of the corporate funds and securities,
shall keep full and accurate accounts of receipts and
disbursements in bocks belonging to the corperation, and shall
deposit all moneys and cother valuable effects in the name and to
the credit of the corporation in such depositories as may be
designated by the board of directors., He shall disburse the
funds of the corporation as may be ordered by the board, taking
proper vouchers for such disbursements and shall render to the
president and directors, at the regular meetings of the board or
whenever they may require it, an account of all his transactions
as treasurer,

If required by the board of directors, he shall give the
corporation a bond (which shall be renewed every six years) in
such sum and with such surety or sureties as shall be
satisfactory to the board for the faithful performance of the
duties of his office and for the restoration to the corporation,
in case of his death, resignation, retirement, or removal from
office, ¢f all books, papers, vouchers, money, and other property
of whatever kind in his possession or under his control belonging
to the corporation.

The assistant treasurers in the order of their seniority
shall, in the absence or disability of the treasurer, perform the
duties and exercise the powers of the treasurer and shall perform
such other duties as the board of directors shall prescribe,.

6. THE CONTROLLER AND ASSISTANT CONTROLLERS. The
controller shall have general charge and responsibility for the
accounting and auditing affairs of the corporation, the keeping
of the corporate, general and cost accounting books and records
of the company, and other documents and papers necessary to
properly reflect the business and corporate transactions upon the
books of the corporation and shall report to the president and
the directors, whenever they may so require, an account of his
transactions as controller. He shall also certify as to the
financial condition of the corporation.

The assistant controller, in the absence or disability
of the controller, shall exercise the powers of the controller
and shall perform such other duties as the board of directors
shall prescribe.



ARTICLE IV

CERTIFICATES OF STOCK

The certificates of stock of the corporation shall be
numbered and shall be entered in the books of the corporaticn as
they are issued. They shall exhibit the holder's name and number
of shares and shall be signed by the president or a vice
president and the treasurer or an assistant treasurer or the
secretary or an assistant secretary. If any stock certificate is
signed (1) by a transfer agent or an assistant transfer agent or
(2) by a transfer clerk acting on behalf of the corporation and a
registrar, the signature of any such ocfficer may be facsimile.

ARTICLE V

CORPORATE SEAL

The corporate seal shall be in such form as the Board of
Directors shall prescribe.

ARTICLE VI

FISCAL YEAR

The fiscal year of the corporation shall be a calendar year
or such other twelve-month period chosen by the Board of
Directors.

ARTICLE VII

CONTROL OVER BY-LAWS

Subject to the provisions of the certificate of
incorporation and the provisions of the General Corporation Law,
the power to amend, alter or repeal these By-Laws and to adopt
new By-Laws may be exercised by the Board of Directors or by the
stockholders. '

I HEREBY CERTIFY that the foregoing is a full, true and
correct copy of the By-Laws of AMOCO ENERGY TRADING CORPORATION,
a Delaware corporation, as in effect on the date hereof,

WITNESS my hand and the seal of the corporation.

Dated:

Secretary of
AMOCO ENERGY TRADING CORFORATION

(SEAL)

- 10 -
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STATEMENT
OF

SOLE INCORPORATOR
OF

AMOCO ENERGY TRADING CCORPORATION

* * x k %

The certificate of incorporation of this
corporation having been filed in the office of the Secretary
of State, the undersigned, being the sole incorporator named
in said certificate, does hereby state that the following
actions were taken on this day for the purpose of organizing
this corporation:

1. The following persons were elected as
directors to hold office until the first annual meeting of
stockholders or until their respective successors are
elected and qualified:

R. T. Killian
R. K. Stehn
J. M. Gross

2. The board of directors was authorized to make

and adopt the by-laws of the corporation and, in its

discretion, to issue the shares of the capital stock of this



corporation to the full amount or number of shares
authorized by the certificate of incorporation, in such
amounts and for such considerations as from time to time
shall be determined by the board of directors and as may be
permitted by law,

Dated, Novenber 26th, 1985,

o SETL v T
L. M, Custis
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CERTIFICATE OF INCORFORATION
OF

AMOCO ENERGY TRADING CORPORATION

* * * % *

1. The name of the corporation is:

AMOCO ENERGY TRADING CORPORATION

2. The address of its registered cffice in the
State of Delaware is Corporation Trust Center, 1209 Orange
Street, in the City of Wilmington, County of New Castle.
The name of its registered agent at such address is The

Corporation Trust Company.

3. The nature of the business or purposes to be
conducted or promoted is to engage in any lawful act or
activity for which corporations may be organized under the

General Corporation Law of Delaware.



4., The total number of shares of stock which the
corporation shall have authority to issue is One Thousand

{1,000) all of such shares shall be without par value.

5. The board of directors is authorized to make,
alter or repeal the by~laws of the corporation. Election of

directors need not be by written ballot.

6. The name and mailing address of the
incorporator is:
L. M. Custis :
Corporation Trust Center

1209 Orange Street
Wilmington, Delaware 19801

I, THE UNDERSIGNED, being the incorporatoer
hereinbefore named, for the purpose of forming a corporation
pursuant to the General Corporation Law of Delaware, do make
this certificate, hereby declaring and certifying that this

is my act and deed and the facts herein stated are true, and




November, 1985,

L. M. Custis
L. M. Custis

accordingly have hereunto set my hand this 26th day of



Received for Record
November 26th, A. D. 1985,

Leo J. Dugan, Jr., Recorder.

STATE OF DELAWARE
SS.:

o tr 0e

NEW CASTLE COUNTY

Recorded in the Recorder's Office at
Wilmington, Vol. Page &c., the
26th day of November, A. D. 1985,

Witness my hand and official seal.

Lec J. Dugan, Jr.

Recorder.

pAnNmHEINHANNIROERAAITTINONRTRIRIND

" Recorders Office "
" New Castle Co, Del, "
" Mercy Justice "
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STATEMENT
OF

SOLE INCORPORATOR
OF

AMOCO ENERGY TRADING CORPORATION

* % % % *

The certificate of incorporation of this
corporation having been filed in the office of the Secretary
of State, the undersigned, being the sole incorporator named
in said certificate, does hereby state that the following
actions were taken on this day for the purpose of organizing
this corporation:

i. The following persons were elected as
directors to hold office until the first annual meeting of
stockholders or until their respective successors are
elected and qualified:

R. T, Killian
R. K. Stehn
J. M. Gross

2. The board of directors was authorized to make

and adopt the by-laws of the corporation and, in its

discretion, to issue the shares of the capital stock of this



corporation to the full amcount or number of shares
authorized by the certificate of incorporation, in such
amounts and for such considerations as from time to time
shall be determined by the board of directors and as may be
permitted by law.

Dated, November 26th, 1985,

L. M. Custis




OFFICER NAME

D.C. Byers

M. O'Sullivan
D.B. Pinkert
W.T. Benham
Brian E. Frank
P. Nigel Hill
A.H. Netemeyer
J.A. Taylor
O.A. Alvarez
Nigel Preece
D.J. Reistroffer
P.D. Wessells
S.J. Riney

R.J. Novaria
M.A, Lukas

L.P. Peterson
M.E. Labadie
S.D. Funk

C.A. Jadomska
M. Susan Horvat
M.C. Mroz

D.A. Plumb
W.M. Burden
0.A. Dowiing
F.T. Kolb

J.M. Stuhldreher
M.S. Haskins
W.T. Mangan

G.E. Stein

EXHIBIT C

OFFICERS AND BUSINESS ADDRESSES
BP ENERGY COMPANY

OFFICE BUSINESS ADDRESS

President 501 Westake Park Blvd., Houston, TX 77078
VP 501 Westlake Park Blvd., Houston, TX 77079
VP 4101 Winfield Road, Warrenville, IL 60555

VP 501 Westlake Park Blvd., Houston, TX 77079
VP 240 - 4 Avenue S. W., Calgary, AB Canada T2P 2H8
VP 501 Westlake Park Blvd., Houston, TX 77079
VP 501 Westlake Park Blvd., Houston, TX 77078
VP 501 Westlake Park Blvd., Houston, TX 77079
VP 501 Westlake Park Blvd.. Houston, TX 77079
VP 501 Wesllake Park Blvd., Houston, TX 77079
\i 4101 Winfield Road, Warrenville, IL 80555

VP & GTC 4101 Winfield Road, Warrenville, IL 60555

VP & CFO 4101 Winfield Road, Warrenville, IL 60555
Treas 4101 Winfield Road, Warrenville, IL. 60555
Asst Treas 4101 Winfield Road, Warrenville, IL 60555
Asst Treas 4101 Winfield Road, Warrenville, IL 60555
Asst Treas 500 S, Boston Avenue, Tulsa, OK 74103-4346
Asst Treas 509 S. Boston Avenus, Tulsa, OK 74103-4346
Asst Treas 4101 Winfield Road, Warrenville, IL 60555
Asst Treas 4101 Winfield Road, Warrenville, IL 60555
Asst Treas 4101 Winfisld Road, Warrenville, I 60555
Secretary 4101 Winfield Road, Warrenville, IL 60555
Asst Secr 501 Westlake Park Bivd., Houston, TX 77079
Asst Secr 4101 Winfield Road, Warrenville, IL 60555
Asst Secr 501 Westlake Park Bivd., Houston, TX 77079
Asst Secr 501 Westlake Park Blvd., Houston, TX 77079
Asst Secr 501 Westlake Park Blvd., Houston, TX 77079
Asst Secr 4101 Winfield Road, Warrenville, IL 60555
Asst Secr 4101 Winfield Road, Warrenville, IL 60555



EXHIBIT D
Affiliates of Applicant Registered to Conduct Business in Pennsylvania

Jurisdictional

Affiliate Principal Operating Office Public Utility?

Atlantic Richfield Company 28100 Torch Pkwy, Warrenville, IL 60555 No

American Oil Company 4101 Winfield Road, Warrenville, IL 60555 No

Amoco Marketing Environmental 4101 Winfield Road, Warrenvilie, IL 60555 No

Services Company

Atlantic Richfield Company d/ib/fa 28100 Torch Pkwy, Warrenville, iL 60555 No

Group Environmental

Management Company

ARCO Products Company 4101 Winfield Road, Warrenville, IL 60555 No

ARCO Environmental 4101 Winfield Road, Warrenville, IL 60555 No

Remediation, L.L.C.

BP Marine Limited Chertsey Road, Sunbury on Thames, No
Middlesex, TW16 7BP, Engiand

BP America Production Company 501 Westlake Park Blvd, Houston, TX No
77079

BP Corporation North America 4101 Winfield Road, Warrenville, IL. 60555 No

Inc.

BP Amoco Chemical Company 4101 Winfield Road, Warrenville, IL 60555 No

BP Products North Americalnc. 4101 Winfield Road, Warrenville, IL 60555 No

BP OQil Supply Company 4101 Winfield Road, Warrenville, IL 60555 No

BP Global Special Products 150 W. Warrenville Rd, Naperville, IL No

{America) Inc. 60563-8473

BP Lubricants USA Inc. 1500 Valley Rd, Wayne, NJ 07470 No

BP Solar International LLC 630 Solarex Ct., Frederick, MD 21703 No

BP Oil Pipeline Company 4101 Winfield Road, Warrenville, IL 60555 No

BP Canada Energy Marketing 4101 Winfield Road, Warrenville, IL 60555 No

Corp.

BP America Inc. 4101 Winfield Road, Warrenville, IL 60555 No

Castrol Industrial North America 4101 Winfield Road, Warrenville, IL 60555 No

Inc.

Energy Global Investments (USA) 4101 Winfield Road, Warrenville, IL 60555 ‘No

Inc.

Innovene USA LLC 200 East Randolph St, Chicago, IL 60601 No

Vastar Gas Marketing, Inc. 4101 Winfield Road, Warrenville, IL 60555 No
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EXHIBIT G
List and Status of Applicable Proceedings

as to Applicant, BP Canada Energy Marketing Com., and IG| Resources, Inc.
Style of Case Court/Docket Subject Status
People of the State of California US Count of Appeals, 8© Contract/Regulatory matter re: Ongoing
v. BP Energy Company, et al Circuit; Docket No. C-02- wholesale sales of power
3311-VRW
Nancy Saint-Paul v. City of 112nd District Court, City's and Wharves Board's Ongoing
Galveston, Texas, Board of Galveston County, Texas; compliance with state law.
Trustees of Galveston Wharves Dockel No. 05CV0503
(BP Energy Company is The outcome of the proceeding could
intervener and defendant through affect certain of BP's contracts, as
cross-claim) such BP has intervened to monitor
and protect its interests.
Nevada Power Co. v. BP Energy | FERC Docket No. EL02-26- | Contract/Regulatory matter re: power | Ongoing
Company 000 et al sales contracls
Duke Energy Marketing Ltd Court of Queen’'s Bench, Contract matter Ongoing
Partnership v. IGI Resources Inc. | Calgary; Cause No.
Sharon Lynn Lodewick, et al. v. Circuit Court of Oregon, Power and natural gas sales Dismissed
Dynegy, Inc., BP Energy County of Multnomah;
Company, et al Docket No. 0212-12771
Nick A. Symonds v. Dynegy, Inc., | US District Court, Western Power and natural gas sales Dismissed
et al, including BP Energy District of Washington at
Company Seattle; Docket No.
CVig22522
In the Matter of: Commodity Futures Trading | Industry-wide investigation Dismissed
Activities Affecting Price of Commission
Natural Gas in Fall of 2003 CFTC announced that it did not
uncover any evidence that any entity
or individual engaged In activity with
an intent to cause any artificial price
in natural gas in late 2003.
BP Energy Company. Order to FERC Docket No. ELO3-60 Reguiatory matter re: power sales Resolved
Show Cause through
settlement
Norske Skog v. IGl Resources, Supreme Court of British Contract matter Resolved
Inc. Columbia; Docket No. through
5020245 settlement
CFTC v. BP Energy Company Commodity Futures Trading | Contract/Regulatory matter re: power | Resolved
Commission; Docket No. sales contracts through
05-02 seftlement
Level Propane Gases, Inc. US Bankruptcy Court, Litigation re: Debtor's Chapter 11 Resolved
(Debtor/Piaintiff) et al v. BP Northem District of Chio bankruptcy proceeding through
Amoco Chemical Company and Eastern Division, Case No. settlement
BP Canada Energy Marketing 02-16172; Adversary
Corp. Proceeding No. 04-1281
Sinclair Oil v. BP Pipelinegs and FERC Docket No. OR02-6- Regulatory matter Resolved
BP Production/BP Canada 000 through
Energy Marketing Corp, settlement
City of Victaria v. Amoco Energy | County Court at Law No. 2, City taxation matter Inactive

Trading Corp n/k/a BP Energy
Company et al

Victoria County, Texas;
Docket No. 211460
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MEMORANDUM OF INSURANCE

DATE
11-Oct-2004

This Memorandum is issued as a matter of information only to authorized viewers for their internal use only and
confers no rights upon any viewer of this Memorandum. This Memorandum does not amend, extend or alter the
coverage described below. This Memorandum may only be copied, printed and distributed within an authorized
viewer and may only be used and viewed by an authorized viewer for ifs internal use. Any other use, duplication or
distribution of this Memorandum without the consent of Marsh is prohibited. "Authorized viewer" shall mean an
entity or person which is authorized by the insured named herein to access this Memorandum via
http://www.marsh.com/moi?client=1955. The infoermation contained herein is as of the date referred to above.
Marsh shall be under no obligation to update such information.

PRODUCER COMPANIES AFFORDING COVERAGE
Marsh USA Inc. Co.A SELF INSURED
1 . } {SEE ADDITIONAL INFORMATION
("Marsh™) BELOW)
INSURED Co.B ACE AMERICAN INSURANCE COMPANY
BP AMERICA INC., BP CORPORATION NORTH AMERICA =~
INC., AND AFFILIATES :
Co.D
lcovERAGES
HE POLICIES OF INSURANCE LISTED BELOW HAVE BEEN ISSUED TO THE INSURED NAMED ABOVE FOR THE
POLICY PERIOD INDICATED, NOTWITHSTANDING ANY REQUIREMENT, TERM OR CONDITION OF ANY
CONTRACT OR OTHER DOCUMENT WITH RESPECT TO WHICH THIS MEMORANDUM MAY BE ISSUED OR MAY
PERTAIN, THE INSURANCE AFFORDED BY THE POLICIES DESCRIBED HEREIN IS SUBJECT TO ALL THE TERMS,
EXCLUSIONS AND CONDITIONS OF SUCH POLICIES. LIMITS SHOWN MAY HAVE BEEN REDUCED BY PAID
CLAIMS.
co TYPE OF POLICY NUMBER POLICY POLICY LIMITS
LTR| INSURANCE EFFECTIVE | EXPIRATION LIMITS IN USD UNLESS
DATE DATE OTHERWISE INDICATED
A JGENERAL SELF INSURED 01-Jul-2004 01-Jul-2005 |GENERAL N/A
jL1ABILITY AGGREGATE
COMMERCIAL PRODUCTS - N/A
GENERAL LIABILITY COMP/OP AGG
OCCURRENCE PERSONAL AND N/A
ADV INJURY
EACH N/A
lOCCURRENCE
FIRE DAMAGE N/A
(ANY ONE FIRE)
MED EXP {ANY N/A
(ONE PERSON)
B |[AUTOMOBILE 1SA H 08016999 01-Jul-2004 01-3ul-2005 [COMBINED UsD 5,000,000
LIABILITY SINGLE LIMIT
BODILY INJURY JusSD 5,000,000
{PER PERSON)
BODILY INJURY [USD 5,000,000
(PER ACCIDENT)
PROPERTY UDS 5,000,000
DAMAGE
EXCESS EACH
LIABILITY QOCCURRENCE
AGGREGATE
ARAGE IAUTO ONLY (PER
LIABILITY IACCIDENT)
OTHER THAN AUTO ONLY:
EACH ACCIDENT,
AGGREGATE
B [WORKERS WLRC 43978913~ 01-Jul-2004 01-Jul-2005 [WORKERS COMP Statutory
B [COMPENSATION /|(A05) 01-Jul-2004 01-Jut-2005 |LIMITS
B |[EMPLOYERS FWLRC 43979097 - 01-Jul-2004 01-)ui-2005
B |LIABILITY (MN,MO,NE,NC,NJ,OK)} 01-Jul-2004 | 01-Jul-2005 EEE%EHNT USp 1,000,000
HE PROPRIETOR / [SCFC 43979103
EXECUTIVE WLRC 43979085-(TX) POLICY LIMIT
FFICERS ARE: EL DISEASE - UsD 1,000,000
EXCLUDED EACH EMPLOYEE

http://www.marsh.com/MarshPortal/PortalMain?PID=AppMoiPublic&acceptOrReject=a...
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L T
A |PROPERTY SELF INSURED 01-Jui-2004 01-Jul-2005 N/A
POLLUTION SELF INSURED 01-Jul-2004 01-Jul-2005 N/A
LIABILITY
|
o The Memorandum of Insurance serves solely to list insurance policies, limits and dates of coverage. Any
modifications hereto are not authorized.
DATE
® MEMORANDUM OF INSURANCE 11-0ct-2004
This Memorandum is issued as a matter of information only to authorized viewers for their internal use only and
confers no rights upon any viewer of this Memorandum. This Memorandum does not amend, extend or alter the
coverage described below. This Memorandum may only be copied, printed and distributed within an authorized
viewer and may only be used and viewed by an authorized viewer for its internal use. Any other use, duplication or
distribution of this Memorandum without the consent of Marsh is prohibited. "Authorized viewer" shall mean an
entity or person which is authorized by the insured named herein to access this Memorandum via
7 ] http://www.marsh.com/moi?client=1955. The information contained herein is as of the date referred to above.
Marsh shall be under no obligation to update such information.
PRODUCER INSURED
Marsh USA Inc. BP AMERICA INC., BP CORPORATION NORTH AMERICA
("Marsh") INC., AND AFFILIATES

ADDITIONAL INFORMATION

o Any party with which the named insured is contractually required to include as additional insured is
automatically granted such. However, coverage under the policy oniy applies to the extent of the coverage required

by such contractual requirement and for the limits of liability specified in such contractual requirement, but in no

event for insurance not afforded by the policy nor for limits of liability in excess of the applicable fimits of liability of

the policy.

Verification of Self-Insurance — General Liability, Pollution Liability and Property Coverages

o BP America Inc., BP Corporation North America Inc., and its affiliates (major subsidiaries listed below}, assume the
risk of loss for property, pollution liability and general liability exposures, including those for which the organization
may be contractually liable. Losses for which the organization is liable are covered by the significant financial
resources of the BP group.

The scope of coverage provided by our self-insured pregram should be considered equal to any insurance which
may be required by agreement with contractual partners.

P Subsidiaries Include:

ARCO Terminal Services Corporation
BP Amoco Chemical Cempany

BP Amerita Production Company

BP Energy Company

BP Exploration & Production Company
;) BP Products North America Inc.

BP West Coast Products LLC

BP Pipelines North America Inc.
Castrol Heavy Duty Lubricants, In¢.
Castrol North America Inc.

The Memorandum of Insurance serves solely to list insurance policies, limits and dates of coverage. Any
@ modifications hereto are not authorized.

® http://www.marsh.com/MarshPortal/PortalMain?PID=AppMoiPublic&acceptOrReject=a... 10/11/2004



BP ENERGY COMPANY
TRADE AND BANK REFERENCES

TRADE REFERENCES:

American Electric Power

155 W. Narionawide Blvd, Ste 500
Columbus, Oh 43215

Attn: Mr. Frank Hitton
614-583-6725

ChevronTexaco Natural Gas
1111 Bagby St., 43" Fioor
Houston, Tx 77002

Attn: Mr. Paul Maxian
713-752-7020

ConocoPhillips Company
600 North Dairy Ashford Rd.
Houston, Tx 77079

Attn: Mr. Eric Davis
281-293-1181

Tractabel North America, Inc.
1177 West Loop South

Houston, Tx 77027

Attn: Mr. Miguel Correa
713-636-0000

BANK REFERENCE:

Chase Manhattan Bank

Two Chase Manhattan Plaza, 22™ Floor

New York, NY 10081-1000

ABA Number 021-000021

Bank Officer: Mr. Reuben Ezra
Assistant Vice President

Phone: 212-552-7412

Fax: 212-383-0699

Account Number: 910-2-548097

Dun & Bradstreet Number 62-527-5755
Federal Taxpayer ID No. 36-3421804
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Research:

BP PLC

Pubilication daoto: 31-May-2002
Crmanunl Duboks Pederin, Moris (23] 1-4420-8873, Bruce Gomwartz, CFA, New York (1] 212438~
Anglyst 7809

ISSUER CREDIT RATINGS

BPPLC

Corporale Gredit Rating AAHGIADICIA 1+
BP America Produstion Co. )

Corporate Credl] Reting Ah+/Slable/A-1+
BP Corporation North America Inc.

Corparate Credit Rating AAHSIablelA-1+
Bummanh Castral PLC

Corporate Credit Rating AA+fBlablalA-1+
Amaco Argentina Oil Co.

Corparate Cradit Rating AA+{Slablal-
BP Canada Bnergy Co,

Carporate Credit Rating

Local currency  AAeiSlabipf
Corporate Credil Raling

Foreign cummency AA+/Stablu/A-1+
BP Company North Amarica Ing.

Corporate Credit Rating AA+/Btable/—
BP Products North America inc.

Corparate Crooit Rating AA+/Siable/-

AFFIRMED RAYINGS

BP PLC

$r unsewd debt

Foreign cumency AA~

cp

Formiga curronicy Aste
BP America Produstion Ca.

Sr urrsecd dabit

i ocal cumency j.y. v
Sr wecd dabt

Locaf curronoy AAr
Sub debt

I ocal cumency AA
BP Corporation North Ametica Inc.

Srunsecd dabt

Local currency Al
BP Overzag B.V.

Burmah Castrol PLG

Eruncecd debt

Foruign curancy AA+
Short-Terrw Deht

Foreign sumengy Asle
Amoco Argentinag Qil Co.

http:!iwww.mﬂngsdim:t.cnmIAppszI_)/eonuulle.rIArﬁclc?id*M??SZ&type-&nutput‘[‘ypﬁ.. 7/11/2002
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Br unsecd debt

Loce! curancy AA+
BF Canadz Enargy Ca.,

S uncacd debl .

B8 Campany Motth America inc,
R unsacd debt

Loce! eurrancy AN+
BP Products North Amerca Inc.

8¢ unascd dobt

Local cumency AA+

M-P

Business Prafila:

Superior

Financlal Polley:

Conservetive

Dabt Maturltiea:

At Dec. 31, 2001 (mil. 8}

2002 9,018

2003 1,480

2004 641

2005 1,568

2008 and beyong 7,094

Collateralization:

Not signifigard

Bank Linss:

Bank lines include $34 billion in unused committed focililas at Dac, 31, 2001, expiring 'n 2002,
Comoarate credit cating histary:

Jan. 5, 1969 AATA+
July 23, 1096 AAA-1+

N Rationale

The ratings reficet BP PLC's extramely strong, geographiclly diverse buginess. portiolio; aolid financial
profilc: and fairly consewvative financial policy. BP's key competitive sfrongths inude;

* A massive cesarve base -11.6 dilllon barrels of oif equivalent (bue) at year-and 20U1—especiully
in Nortls Amenica ang the North Sea, with pramising developments in the Gulf of Mexico. Tiw
1eserve Me ig adoquate, st 11.7 yuars; replacement rates are steang (166% on average uver
1889-2001 01 an Kteral basia): and finding and production casty (63,43 per buw on fa same
bocie) sra compeiilive; -l

= Robust 20002005 pruduction growth (6.5% annually, s was achieved 10 2001)-based on
premising prospects in South Amenca, West Africa, and the Caspian Saa-and un excatient
paosition from which tn acrve tho large, growing, and profitabie U.S. gas rarket: and

» Profitable, very large, und saphisticated refining und marketing (R&M) 9836t acrs Europe (BF
became market leuder in Gemmany, with the acquisilion of 2 51% stake b Vels's pxsels,
compieted Feb 1, 2002) and tho U.§. BP's (st-quarler 2002 refining throughput and oil-product
markeling sales ware 3.0 million boe prr day and 4.0 milion bow per day, respogtively,

Despite expected lower crude and gas prices and refining marging in 2002 compared with 2000-2001,
BP'e cradit measurns, should remain adequate for the rating calegory afler disposais of $1 dillion-$2
Blilon wuslly over the next few years and profit improvements of $1.4 billion in 2002. Lease-gdjusted
funds from oparatione {FFO) uf $17 4 billion repreeented an adexiizate 73.3% of yoar-end 2001 nat debt
and amply covered capital expanditures of $12.8 billiun (caphal expondiures of $12 bilion-$13 billion
are esimated fur subsaquent yoare). tn 2001, uxrying CBI I totaled $49.8 bitlion (74% from
Sxploration wnd production (EXZP)), covering financial fixcd charges 7.5 imes (x) and fucled by still-
healthy prices for U.S, natura) gas imd international oruda ofl, und by increased cost cutting. Nel debt at
March 31, 2001, wae $22 8 billion. before agjusting for operaling leases, ond the quurter's EBIT intercst
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CavErage wae an adequata B.4x.

| OQutiook - :
The ratinge will cuntinoas (o be supported by RP's supenor buciness positions, ongomq cost savings,
rising production fevels, end prudent financial palicics. The curmesdly healihy FFO-to-dvid covarage rafio

fe axpeciad ko be maintainad.

& Businesas Description
BP iy the waorid's third-argest privale: oil and gas group, wilh leading opotations in Eurnne, the
Amaricas, 810 Australasia, as well 83 @ growing presenca in £a8t Asid (In 2000, BP acquired 2.2% of
the large Chineee enecgy graups Stnopec and PelroChina, for a combined $38d million) end Russiz
{notably through Sidanco; in April 2002, BP increased its stake In Sidunco to 25% piue one share, from
10% previously, far §375 mitlign).

At yoar-and 2001, 26.5% of the group's $101 billion capitel employed was in Europe and 43.8% in the
U.S. Fifty-nine percent wag in upstregm (E&P) cperations, 24.5% in RAM, and 11.8% in chemicals {8
notable decrease from 16.0% at year-end 1889, owing to capital-expenditure restralmt, usset sales, and
the strong growth m consolldated capital employed during the period), However, the rlative
contributions of thase three business segments 1o eperating eamings {about 70%, 20%, and 10%,
respectively, under normatized price conditions) highlight the structurally high, though volatils,
gontribution from upstrear operations.

The intagration of key ESP aperalions with R&M adlivities and base-pelrochemicals assels acavides BF
with eome hedge against price fluctuations for cruda o and chemicals (vee table 1). In line with its
alms, BP is liksty to remain shart in refining throughputs compared with hoth hydracarban production
{with a ratio of 0.86x in 2001} and markating sales (0.77x).

——
Tobis 5 AP PLC Couscildated Oporating Statietiny
wYaur anded Doc, 21~
} Ropiscement coxt operating profit Upanting capilal employed (%"
n. §) 2004] 2000] 939] 1098} 1ayy 2001
EAF #4081 15,7100 w1al 78] 7473 £0.1
06 & Powary s L1a) R L 11 o 4n
RAN «830] 45%0| 66| 2297 1700 250
Chamicole W2l oxs] ] 15001 1664 121
Maln ativities 20031] 2876} orav] sanan] 11207 1000
Hbww oparalions and somorote ey | 22 (B3| G| (5M) 18%
Group s weoml 71.233) 6.521] 10683] wsea 101,99
A Miliont of doners hae "Other coarstions 8Ad camorew® an *Groug kAdl," Pefore 1964 Lar mevgent ida the TAP aagmant.

B Business Profile:

EAP,
BP has vast E&F operations spanning 29 cauntries, with produchion in 23, Excluding assockuled
companics, consolidated reserves of 14.6 bitlion boa (al year-end 2001)--equaily spilt between crude
and natural pas-ere concantratad in Alaska and the unshora and affshore bagirs of the lower 48
etates, as well ac in the UK. North Sea. BP is the largest hydrocarbon producer in both the U.S. and
the UK. (42% and 14% of the group’s yuar-end 2001 proven rasenves, respactively}. it accounts for
About 26% and 18% of UK, crude and gag procuction, respedlively; however, BF'e U.X, ruserve Jifa
Is considarably lowsr (han the group Bverage (7.3 years varsus 12.9 years, respactively). The group
has elrong and growing operationt in the Guif of Mexico, Trinidad, North Alrica, offshare West
Aftica, the: Middie Cast (whore it is trylng to enter the Saudi and Kuwaili markets as thoy opan up lo
foreign inveatment), and the Caspian Sea. The ecquisttions ol Amaca and Arco iiftad gas production
© 8.6 biilion cublc feel per day in 2001, trom 1.7 blilon wubic feet per day in 1998. The group's gas

httpu'lwwwnﬁngsdh'ect.mmMpWRDIeonu'ollerlA:ﬁdc?id-247752&type¥&outpulﬁ‘y;m-.,. 7/11/2002
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reserves have a longer life than its crude reserves (13.9 years versus 12.0 yoars, respectively,
compared with the group averags of 11.7 years for gas and crude combined at ygar-end}ﬂO‘l); BP
's gas production grawth should outpace that of its oil output, supported by 43 trillion cubic feet of
proven raserves at year-end 2001.

tn 2001, BP fully replaced production for the eighth consecutive yeer, with a particularly high ratic of
191%, and finding and development costs remained below a competitive $4 per boe, a level that
Standard & Poor's does not expect BP to surpass In the coming yaars. Production from BP's
relatively mature UK. and U.S. crude reserves should stabilize or grow moderately in the future,
given the large field developments In the North Sea and the Gulf of Mexico; in the Gulf of Mexico,
which in 2001 represented 19% of consolidated production (including a racord 13% for deepwater
fialds only), BP has the largest acreage of any company and participates in the vast majority of
large-scale projects under development. In 2001, Gulf of Mexico deepwater crude production
reached a strong 243,000 barrels per day (bpd) and could reach 400,600 bpd by 2003.

Reserve bookings and production incregses in other areas—inciuding West of Shetland, the Gulf of
.Mexico, Trinldad (where no less than 16% of BP's year-end 2001 proven reserves are located),
Austratia, Colombia, Algeria, and Angola—should help BP to more than replace reserves and to raise
production. During 2000-2001, hawever, BP's developed reserves as a proportion of total proven
reserves decreased ta 57% fram 68%, pointing to significant development spending heeds in the
next few years.

BP has uniquely strong positians from which to supply the U.S. nafural-gas marked, which is the
targest in the world and should confinue to experience favorable pricing (Standard & Poor's medium-
term Henry Hub price expectation is $2.25 per million cubic feet). BP's production from and proven
reservas in North America and Trinidad are significantly higher than those of any of its peers. BP
ehips its production from Trinidad to the U.S. in the form of liquefied natural gas (LNG) through its
local, 34%-owned liquefaction plant, which is currently the sole liquefaction plant in the Atlantic basin
aside from the Bonny, Nigeria, plant, and which will start one new liguefaction train in 2002 and 2003
each. BP's worldwide natural-gas production, which is expected i grow by a strong 8%-10% on
average until 2005, should exceed a massive 11.7 billion cubic feet per day at the end of the period,
as production grows rapidly in the Gulf of Mexico, the fower 48 states, and in Trinidad. In the Gulf of
Mexico, where BP has made & string of large discoveries in recent years, gas production increased
by 34% in 2001 o 1.2 billion cubic feet per day. contributing about 10% of BP's woridwide natural-
gas production.

The group's 5.5% average annual total hydrocarbon production growth target until 2005 Includes
8%-10% growth for gas alone. Atthough ambitious, this average annual proguction objective, the
achievemant of which in 2001 took into account & minor positive impact from net acquisitions, ts
achievable for the next few years given the group's attractive exploration and development portfofio.
It will, however, require steady capitai spending, in line with management's current budget. While
production grew by only 0.75% in first-quarter 2002 year-on-year, this does not call into question the
group’s 5.5% growth objective for the fulf year, since growth in 2002 is expected to be back-ended.
Geographic diversification away fram mature onshore U.S. and North Sea basins should also
increase, as a result of a number of targe projects coming onstream outside these regions, notably in
Angola's blocks 15 and 17 and in the Gulf of Mexico. Gas® share of BP's total hydrocarbon
praduction, which increased from one-third before the Amoco and Arco acquisitions to 43.5% in
2001, should exceed 45% by 2005; it will then dedine, since after 2005, BP's total hydrocarbon

' praduction growth will be driven by crude rather than gas. In 2001, no non-OECD country
represented more than 5% of consolidated production, except Trinidad and Tobage (about 7%), and
expasure to the politicaily volatila Middle East is lower for BP than for other majors like Royal Dutch
Shell Group of Companies (AAA/Stable/A-1+), TotalFinaElf S.A. (AA/Stable/A-1+) and ENI SpA
(AA/Stable/A-1+). Neverthelass, for crude only, Egypt, where BP produces 30% of the country's
crude production in a joint-venture with the national oll company, represented more than 5% of the
group's consolidated praduction in 2001, while indonesia and Trinidad representad 6.0% and 12.2%
of consolidated 2001 gas praduction. In addition, Trinidad represented a high 16% of group total
reserves at year-end 2001, although gas production and liquefaction in Trinidad involves little
political or fiscal risk. BP has strong potential for growth in West Africa’s deep offshore—notably in
Angola—and in North Africa, particularly in Algeria and Egypt.
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Management's production growth targets are coupled with intense cost-Cutting measures and
operating improvements, including the disposa! of underperforming assets and the introduction of
innovative risk- and Incentive-sharing conlracts with engineering clients. Consequently, returns on
projects under development exceed cost of capital even at depressed Brent crude prices of about
$11 per bamrel, which is well below Standard & Poor's expectations of a $16 per barrel midcycle
price, Lifling costs, before production taxes, are expected to remain at very compaetitive levels of
about $2.88 per boe, as in 2000, down 48% on the 1998 figure.

Average finding and development costs (excluding sales and purchases of reserves in place), which
were a compelitive $3.43 per boe over 1999-2001. are not expected to exceed &4 per boa in the
next few years. Generally, BP's average woridwide crude price realization is about 10%-15% lower
than the Brent benchmark. Divisional EBIT decreased by 8% in 2001 to $14.5 billion, compared with
$15.7 billion in 2000, as the 15% decrease in crude price realizations more than offset the
comblination of a 13% increase in natural-gas price realizations, a full-year contribution from Arco,
and sfight production growth. However, Standard & Poor's expects 2002 EBIT to be significantly
lower than in the two previous years: Fourth-quarter 2001 and first-quarter 2002 EBIT ($2.4 biflion
for each) are more representative of BP's future performance at normalized price levels, since the

. Brent and Henry Hub indicators were less than 10% above Standard & Poor’s standard assumpfions
(although European gas prices, which were still high during the period, did starl ta decfine in first-
quarter 2002); at $2.4 biflion, E&P operafing income remains healthy, enabiing the division to both
self finance capital expenditures--as required by production growth targets—and contribute to
consolidated free cash flow. This picture Is not significanly allered by the U.K. government's récent
announcement that it will increase North Sea taxes, which will have an Impact on BP of about $200
million annually from 2003, based on first-quarter 2002 prices.

None of the figures mentioned in the preceding paragraphs includes BP's share of associated
undertakings, with year-and 2001 proven reserves of 1.7 biflion boe located essentially in Abu Dhabi
{under concessions) and in South America, notably through 80%-owned, but equity-consclidated,
Pan American Energy LLC (PAE, CCC+/Negative/—), which operates mainly in Argentina; BP's
exposure o Argentina through PAE is less than 2% of its global oil and gas production, however).
Standard & Poor's views the financial and political risk associated with the long-term concessions in
Abu Dhabl as moderate, but the price and fiscal risks associated with PAE as high given the current
ecanomic and flscal uncedainty in Argentina.

Midstream, BP's most prominent pipeline stakes are 50%, 100%, and 10%, respectively, of the large
Trans Alaskan (capacity of 2 million bpd), Forties (1 million bpd), and lnterconniectar (20 biflion cubic
meters per yaar) systams. BP also owns interests in large LNG producers in Abu Dhabi (10%) and

Trinidad (34%).
o Tablo 2 BP PLC Consofidated EGP 2nd R&M Oporeting Statistics®
=Year ended Dec. 31~

2000] 20000 1see| e[  teer

ELP
Total proven reserves (mil. boa) 14,624 13,564 12,363 12,649 12,849
% ol 49 48 53 £8 C]
% developed 57 63 68 69 85
% Europe 7 2 20 18 19
% US. 4 2 @ « 49
Thive-year infemal reserve replacement rate (%) 151 138 134 149 NA.
Ona-yeor intamel resarve replacemant rate {%) 173 183 12 132 180
Production (m. boe) 1,248 1.085 1.050 1,012 1,018
%ol 56 7 64 B4 63
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Reserve o (years) "Hr| 124 11.8 12.5 126
Throe-year finding and development costs (S/boe) L L an T 408 428 NA,
Ono-yast finding and development costs ($/boe) 368 A 3.2 47 422
Exploration apanding {(mil. §} 1,102 1,295 848 1523 1,794
Developmint spanding (mil. §) 6,858 4,563 2815 47718 5082
Totai E&P lnvestments {mil. $) 8224 23,160 4312 6472 7,147
Lifting costa ($/boe) 2.88 27 2.83 3.54 333
Consahidated deb/retsrves ($/00n) 1.37 147 137 1.3 122
Average crude realization (Sharrel) 225 26.8 16.7 124 18.3
Avorage U.8, gas reatization ($/mef) 3.08 T2 2.06 1.8 22
REM
Distilistion capacity (axcl, mathbatied) (000 bpd} 3203 2,801 2.815 2837 3.027
Refinery throughputs (000 bpd) . 2928 2,541 2,714 2,867 2812
Europe (%) V) » Tl SR 30
U8, (%) 55 53 55 §5 57
Resgt of tha wond (%) 13 15 14 13 13
Throughputs/distiiation capacity {%) 85 1 9% 98 93
Marketing sales (000 bpd) 375 3,188 3137 3083 2,924
Eumopa (%) 4} a2 3 33 3
US. (%) 52 48 48 48 49
Rast of the word (%) 17 19 18 20 ot
Marketed volumesitefining eapacily (x) 147 1.14 111 1.08 oe?
*All figures exclude associate companies, excepl otharwise stated. boa—Barels of oil equivalent. mef=Million cuble feat, bpd—
Barrels per day. NA ~=Nol avaliable.

R&M.

BP is the world's thirdargest refiner and marketer of oil products, with 2.8 milion bpd of refining

?ogzicity (after several divestitures during the year) and 26,800 retall sites worldwide at year-end

About half of the group’e 2001 refining throughputs and marketing sales were in the U.S., and 35%
were in Eurape. BP's business positions in both Eurgpe and the U.S. were strangthened significantly
by the 2000 acquisition of Arco's highly profitable U.S. West Coast assets, the $1.5 biflion buyout of
ExxonMobil's 30% share of its European fuel joint venture with B (completed Aug.1, 2000), and the
2002 $2.48 bition acquisition of a 51% stake in Veba AG's German assets (the seller, E.ON, having
a put option on the remaining 49%, which, in May 2002, it said it might exercise on July 1, 2002 far
$3.05 billion). Although BP 's refineries are among the largest and most sophisticated in each of its
regions of operation, the return on capital has lagged that of the company’s E&P segment because
of the refineries’ locations In extremely competitive markets, with the natable exception of two large,
formerly Arco-owned U.S. West Coast refineries (more than 400,000 bpd distiliation capacity
combined). These two facilities have historically ranked among the lowest-cost producers in the
region and enjoy structurally high profitabifity because of the U.S. West Coast's environmental
regulations and Insulation from imports and transport costs. The Veba deal will increase BP's
refining capacity by more than 10% to 314,000 boe per day (taking inta account 100% of Veba's
capacity, but not factoring in the required disposat of 45% of Veba's stake in its Bavarian refinery),

causing a slight shift In the proportions of BP's refining capacity located in the 11.S. and Europe in
favor of the latter,

in marketing, eince the completion of the Veba deal, BP has been Europe's largest player (7,500
servica stations at year-end 2001), along with ExxonMobR and Shell. Adding about 3,000 Aral-

http:/fwww.ratingsdirect. com/Apps/RD/controller/Article?id=247752&type=&output Type=... 7/11/2002

et —
RS



'LJ fTAVeRAy W) M0 & A&
.

branded Veba sites, BP will enjoy—even after the modest divestitures required by Germany's
antitrust authorities, the equivalent of @ 4% market share—a European fusl market share exceeding
15% on average (up from 6% in 1989, and compared with Shell's 14% and TotalFinatifs 10%), with,
in particular, more than 18% in the U.K., Germany, Turkey, and the Netherlands. The group had
15,500 service stations in the U.S. at year-end 2001 (32% company owned). concantrated in the
Midwast, East, and Southeast, as well as on the West Coast since the acquisition of Arca’s very
profitable 1,800-site network (with 18% market share on the West Coast as a whole and 26% in
California alone). in the rest of the world, BF had approximately 3,800 service stations at year-end
2001, with particuar strengths in the large markets of Australia, South East Asia, and South Africa.
The group is pushing strongly to increase convenience-stare sales of non-oil products, which
reached $3.2 billion in 2001, almost double the 1999 leve! (§1.7 billion).

In {ubricants, the $4.8 billion acquisition of Burmah Castrol PLC (AA+/Stable/A-1+) in 2000 added
this company’s very strong Castrol lubricant brand and leading global positions—with excellent
positions in emerging markets~to BP's product portfolio; the Castrol brand is being introduced
throughout BF's retail network.

- Despite extremely competitive non-West Coast U.S. and notthwestern European markets, and
thanks to high retail profitability, geographic diversily, a refocusing on advanlaged assels, and
ongaing cost ¢uls, divisianal 2001 EBIT of $4.83 billion was up 6% on the comparable 2000 figure,
as higher retail margins and volumes and the first full-year contribution of Arco’s assets {which in .
2000 were consolidated only starting in Aprif) more than offset waaker refining marging globally.
Synergies of $260 million (pretax) are expected from the Castrol acquisition by 2003, after
integration costs of $390 million charged to the 2000 accounts. Synergios of at least $200 million
{after restructuring costs of $200 miliion) are expected from the combination of BP's German asseis
and those of Veba, with the latter having generated EB{TDA of $656 million an average during 1998~
2000. However, 2002 divisional EBIT is likely to be significantiy down on 2001's, given the crumbling
of refining margins in Europe in January-May 2002 and first-quarter EBIT of only $287 million.

R&M capital spending was kept within $41.7 billion-$2.0 billion during 1996-1999, and increased to
only $2.4 billion in both 2000 and 2001, despite the increased scope of activity following the Amoco
and Arco acquisitions. This restraint—which Is expecied to continue—together with ongoing disposals,
has reduced overall group exposure to this segment. -

Chemicals.
BP's chemicals unit (2001 revenues of $11.5 bdillion) is focused mainty on Europe and the U.S,, with
a mogdest but growing presence in Asia. It benefits from leading positions In olefins, potyolefins,
purified terephthalic acid (PTA), and polyesiers. Bulk-chemicals production is generally high risk,
since price swings can be very volatile. in both 1899 and 2001, this division's EBIT genaration was
hurt heavily by a poor envicanment; EBIT in 2001 was only $242 million. The company’s focus on the
most advantageous and profitable operations, combined with the cyclical rebound in chemicals
volumaes and prices~envisaged by late 2002~should lead to a strong improvement in earnings. As in
the past, howaver, the chemicals division will not enhance BP's overall business and financial

| Financial Profile

Finangial Policy: Conservative

Management intends to maintain the ratio of net debt to permanent capital (unadjusted for operating
leases) within the 25%-35% range (33% expected at March 31, 2002, compared with 29.5% at year-
end 2001, due notably to the Veba-related cash disbursement) and the dividend payout at 60% of
underlying earnings restated at midcycle price conditions, Both targets are based on figures adjusted
for the FRS 19 "Deferred Tax" accounting standard (other figures in this report are not adjusted for
FRS 19, the application of which, at Dec. 31, 2001, would have resuited in $9.05 billion reduction in
equity and a $1.358 million increase in 2001 taxes). These objectives, which Standard & Poor's
beliaves are compatible with the company’s growth targets, should provide a healthy balance
betwaan strong creditor protection and adequate shareholder returns. The $10 bitlion disposal
program announced in 1999 was completed by year-end 2001; profit improvement of $6.1 biliion
was realized over 1899-2001 (compared with §5.8 billion expected), of which §2 biflion in 2001
alone; a further $1.4 biffion in cost savings and volume growth is expected for 2002, The group
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bought back $3.3 biilion werth of its own shares in 2000 and 2001 combined. Further repurchases
were nat effected during the first quarter of 2002; any future repurchases are expected to remain
compatible with the maintenance of credit ratios at levels at least as high as those recorded in 2001.

Profitability. '
The massive $5.8 billion in cost synergies targeted aver 1899-2001—equivalent {o a five-to-six
parcentage-point increase in after-tax returns on capital employed—and the $2 billion target for 2001
alone were afl achieved. The surpassing of expectations regarding the amount and fiming of cost
synergies from the mergers with Amoco and Arco illustrates BP's resofute cost-cutting poficy.
Anather $1.4 billian in pretax cost savings is expected for 2002.

In 2000, BP's pretax return on capilal employed (excluding the fixed-asse! revalualion adjustment
and goodwill resulting from the Arco and Castrol acquisitions) surged to 23%, from under 15% and
9% in 1999 and 1998, respectively. In 2001, it remained close to 20%--a strong level~despite a
weaker market environment. This robust perfarmance reflected fairly steady EBIT of $16.1 billion
(including the share of profits fram joint ventures and associated underiakings)—compared with
$17.8 billion in 2000-based on sustained high crude and U.S. gas prices until the fall, and ongoing
“cost cutting and synergies. Seventy-six percent of 2001 EBIT was generated by E&P operations.
Despite expected lower crude and gas prices in 2002 compared with 2000-2001, BF's credit
measures should remain adequate for the rating category. On the basis of constant economic
conditions, annual eamings growth is expected to reach or excead 10% in the future, outpacing
growth in capital emplayed of about 4%-6% per year; this would result in further gains in return on
capital employed. .

In 2001, EBIT covered interest expenses 11.7x, fueled by still-healthy U.S. natural~gas and
international crude prices and Increased cost cutting.

While chemicals earnings will remain highly volatile in the future, and crude and natural-gas prices
should be lower starting in 2002 than they were in 2001 on average, Standard & Poor's expacts
R&M and E%P operations to continue to enjoy robust cash flow generation in a8 midcycle
environment.

Cash flow protection.
Lease-adjusted FFO of $17.4 billion in 2001 represented 73.3% of year-end net debt~which is
adequate for the currant rating level—-and amply covered capital expenditures of $12.9 billion.
Upstream operations should absorb about 60% of gross capital spending of $12 billion-$13 billion on
average over 2001-2003 (befora about $1.5 billion of annual asset disposals, so that FFO and
ongolng disposals of $1 hillion-§2 billion a year on average are expected !o fully finance capita!
expenditures and dividends), with deepwater oil and core off operations accounting for 18% each
and core gas and emerging gas aperalions 11%-12% each. R&M operations (focused on further
strengthening the retail network) and chemicals should absorb about 20% and 15%, respectively, of
annual capital expenditures over the period. In 2001, E&P, R&M, and chemicals represented 62%,
17%, and 14% of group capital expenditures, respectively. Standard & Poor's does not expect
capital spending to surpass announced levels, which exceed those of Shelfl and ExxonMobi(—both
large, though slower-growth, companies. However, environmental capital expenditures, which rose
to $423 million in 2009 from $298 million in 2000, should further increase in the near term; in 2001,
environmental operating expenditures decreased to $575 million from $653 million a year earlier.

Capltal structura and financlal flexibiiity.

Loase-adjusted net debt (before application of FRS 19) remained at moderate leveals through the
difficult 1897-1998 period, being each year under 27% of permanent capital, and declined to only
24% at year-end 2000 and further to 21% at year-end 2001, reflacting management's prudent
approach to leveraging. Net debt (unadjusted for operating leases) should remain within 25%-35% of
permanant capital (32% at March 31, 2002) and is expacted to remain almost exclusively in dollars.
Financiaf flexibiiity benefits from $3.4 billion in unused committed bank lines at year-end 2001. BP's
liquidity and flexibility are not weakened by contingent requirements (which (or major international oil
and gas groups may Include the need to support project debt or any nenconsatidated debt, rating
friggers, covenants, or potential needs to post collateral) to any significant extent, At year-end 2001,
BP's share of third-party financing contracted by Joint-ventures and associated undertakings was a
combined $1.6 billion. Decommissloning and environmental provisions totaled $6.3 billion, while
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unfounded pension plans and other postretirement benefits amounted o $4.4 billion, compared with

$5.1 billion and $4.3 billion, respectively, at Jan. 1, 2001; given more than $150 billion in total assets,
these amounts are significant but fully manageable at current rating levels. Like a number of

integrated oil companies, the group restricts external insurance to situations where it is needed for
legal or contractual reasons. Structural subordination of parent-company liabilities to subsidiary

fiabilities is moderate, given the expected maintenance of a ratio of priority liabilities over
consolidated assets in the mid-20s—a relatively moderate ratio that is mitigated by the considerable

divarsity of operations wotldwide.

Tubia 3 BP PLC Financlal Statistics
~Year endod Doc. 31~
(Mi. §) 2001 2000 159¢ 1888 1557
Ravanues 174 218 148,062 83,568 68,304 81,760
EBITDA 24,950 25,284 14,013 14,997 16,186
e8I 16,135 17,756 8,894 6.323 10,714
- I Nel financial fixed chyegas® 2213 2,340 1,698 1,614 1,469
Net incoma 8,008 11,888 5,006 3283 5824
Funds from cperations (FFO) 17434 14,365 9,188 8761 12,937
Capltal expandituresy 12,214 10,101 6,534 84 8,500
Cash flow after capital axpendttures 5,220 4,284 2,661 (17Q) 4337
Dispesals (net of acquisitions) g10 3,084 1,392 2,165 {1,156)
Dividands pald 4,827 4415 4,135 2,408 2437
Froe cash flow§ 6.181 938 632 182 5,733
Equity 74973 T3.980 45,403 44,845 42,848
Total financial dabi* 21,417 21,190 14,544 13,755 12,877
Cash and cash aguivalents 1,358 1,170 1,334 405 355
Nut financial debi* 20,059 20,020 13,213 13,350 1252
Net financial debt indl. oparating leasas (ND) 23,787 23018 15,981 16,531 15,703
Tolal asgets 141,158 143,938 89,561 84815 85,947
ND/parmanant caphal (%) 214 213 25 230 226
NODV(all and gas rezerves) ($boe) 1.63 1.76 128 1.18 0.97
FFOMD (%) 73.3 0.1 578 50.0 824
Pretax net fixad-charge coverage (x) 75 78 5.4 33 60
Pratax tetum on net perm. capitel (%) 1659 2.8 15.1 8.9 3341
el o o Captatoaion o Sp DG Bt SporaLAEAS o Tas S e e il e 1987
comgared with year-end 1898, N.A.~Nol availgble,
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urfounded pansion plans and ather postretirement benefits amounted to $4.4 billion, compared with

$5.1 billion and $4.3 billion, respectively, at Jan. 1, 2001; given mare than $150 billion In total assets,

these amounts are significant but fully manageable at current rafing levels. Like a number of
integrated ofl companies, the group restricts extemal insurance to situations where it is needed for
legal or contractual reasons. Structural subordination of parent-company labilities to subsidiary
liabilities is moderate, given the expected maintenance of & ratio of priority liabilities ovar
consolidated assets in the mid-20s—a relatively moderate ratio that is mitigated by the considerable
diversity of operations worldwide.

Tabla 3 BP PLC Financial Statistics
~Year ondod Doc, 31~

(Mil. $) 2001 2000 1938 1888 9o
Ravanues 174,218 148,062 83,566 68,304 91,780
EBITDA 24,850 26,284 14,013 14,897 16,186
EBIT 16,135 17,756 8,804 £323 10,714
Nef financiai fixed chargas” 2213 2340 1,658 1614 1.469
Net incama 8,008 11,868 5,006 3283 5.824
Funds from operations (FFO) 1743 14,365 9,188 8261 12,937
Caphal expandiurmsy 12,214 10,101 6,534 843 8,600
Cash figw after capital saxpanditures 5,220 4,264 2,651 )] 4,3%7
Disposals (net of 2cquisitions) 810 3,804 1,362 2,165 {1,156}
Dividende paiq 4,827 4415 £,135 2408 2437
Frog cash flow§ 6,191 %39 632 182 5,733
Equity 74873 73,980 45,403 44 645 42048
Yotal financlal debt™ 21,417 21,190 14,544 13,755 12,877
Cash and cash equivalanis 1,258 1,170 1,334 405 ass
Nat financial gebl™ 20,059 0,020 13213 13,350 12522
Net fingnclal debt incl. operating leases (ND) 23,197 23918 15,881 16,531 15,703
Totsl ageets 141,158 143,938 89,661 84,815 85947
NOfpermanant caphtal (%) 214 213 25 23.0 26
NOV/(ofl and gas rezervet) (Shoe) 163 1.76 1.9 1.18 0.97
FROMD (%) 733 €0.1 £2.6 50.0 824
Prelax n#t fixed-charge covarage {x} 1.6 .8 54 33 69
Pretax retum an net penm. capited (%) 169 276 15.4 89 LK
*including capianizad Intarest, Tinchuding exploration expenses. §FFO - (capltal expendiures + net scquisiions + dividends).
““Unadjusied for the capitalization of operating logses. Oparating-leass commitmants are assumad to be identical at yaar-end 1997
compared with yegr-end 1998, N.A.-Not available. .
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ATLANTIC RICHFIELD C0./BP AMoco PLC

Analysts: kit Unlerth, New Yock 1] 212-438-7815, Emmance! Dubais Pelecin. Paris (13) 1-4420-6673

VARIOUS RATING ACTIONS

CREDITPROFRE  } .c:ci v [e Bt .-
LSSUER CREDIT RATINGS

Atlsatic Rickfield Co.
Copoeditng AhsfSuablesA-14

Usion Texas Petrolowm Haldiags lac JARCO Pigeling
CafAnacenda Co.

Corp credit g AeSSiablef—
Vastac Resowccet e,
Corp oredit ng 868+ /Wavch Pos/A-2

aecm“ FLL/BP Amoce Cecp British Petrobeom Ca.
ro

Coxp tredit rig AafSable/A e
8P Ameos Ca fStandacd Qil Co fStandacd 0if Co.

tndisns/Cachocundum Co JAmsce Ol Co/Amace Canade
Petrelevm Co. Lid /Amace Argertine Oil Ca.

Corp credd iig A4 fSeable/—
REVISED RATINGS

Atlentic Rickficld Co.

St unsecq debt AAs

Pret ik AA-

CF AT
Union Texas Petroleww Holdings lnc,

Se uresecy detrt AAy

Pid stk AA-

Subs shett debt AA (peetim]
ARCU Fipeline Ca,

S¢ unsecd detn Ads
ARCO British Ltd.

CP {Grd: Attantic Ruchiield Co ) Al

April 18,2000 Scandard & Pooc’s raised the
ratings for Adlantic Richfield Co. {ARCO)
and related entities, with the exception of
82% ARCO-owned Vastar Resources Inc.
The ratings on Vastar Resources remainon
CreditWatch with pasitive implications,
while the ratings on ARCO and all other
related entitics are cemoved from
CreditWatch with positive implications,
where they were placed oa Macech 31,
1999. Also, Standacd & Poor’s affirmed its
ratings for BP Amoco PLC and rclated
entitics.

The ratings actions follow completion
of BP Amoco’s protracted $27 billion
all-stock acquisition of ARCQO, which cre-
ates the world’s thicd-largest oil company.
In addition, Standard & Poor’s expects BP
Amoco to attain 100% ownership of
Vastar in the very near term, based on the
company’s March 16, 2000 announce-
ment that it would tender for all Vastar
common steck not owned by ARCO upon
closure of the merger. Upon completion of
the purchasc of the remaining Vastar
shares by BP Amoco, the ratings on Vastar
will be upgraded to those of ARCO. Al-
though BP Amoco has ncither legally as-
sumed nor guaranteed the obligations of

Stanoaso & Poars CreoriWeek Ara 26, 2000
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Arco and Vasaar, Standard & Poor's
licves these companies to be core ¢
Amoco and that BP Amoco will he
these obligations as their own.
Ratings for London-based BP An
rellect the company's extremely steong
geographically diverse business poctl.
relatively conservative financial pr.
and policics; enormous, internationall
versified, and medium-lived oil and n
ral gas reserve base; strong res
replacement rates; expectations for st
medium-term production growch §
U.5. Gulf of Mexico, South America,”
Africa, and Caspian Sca prospects; ¢
petitive production costs; and profic
very large, and sophisticated refining
marketing assets in the UK. and thet

OUTLOOK: STABLE

Prudent financial policics, an improve
set base, rising production levels, and
ther anticipated costsavings should er.
BP Amoco 10 maintain credit qualit
current levels, @D
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[ESVER CREDIT RATINGS

BP Amaca PLLAmooo Corp/Brilisk Petraleum Ca. PLC

Comperedit ng AAs/SIabief 81+
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BUSINESSPROALE:
Well 1hove sverage

ANANGIACPOUCY,

1888 3 mil
2000 $993 mil
2001 S0 ml
2002 51,868 mil
2003 and beyend 5,138 mil

COLLATERALIZATION:
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$2.8 bifkon of ynused commuried facilities st yesr-end 1998,
expiring in 201
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RATIONALE The ratings on BP Amoco
PLC ctcflece the company’s extremcly
strong and geographically divcrse business
poctfolic, solid finendal profile, and rela-
tively conscrvarive financial policies.

BP Amoco’s key competitive strengths

include:

® A massive rcscrve base of abour 12.6
billion boe at ycar-cnd 1998, @ healthy
reserve life of 12.5 years, recently
strong replacement rares, and com-
petitive production costs;

a A srrong North Amecrican reserve
be¢c—with promising developments
in che Gulf of Mcxico—and tolid op-
crations in the North Sca;

BP AMoco PLC

Analyst: Emmeonuel Dubois-Peierin, Paris (33} 1.4420-6673
AFFIRMED

s Promising prospects in high-potentizl
regions, such oz South America, West
Africn, and the Caspizn Sca;

a Significant medium-term production
growth potential; and

» Ownership of profitable, very large,
and sophisticated gefining and mar-
keting assers in the U.K. and U.S.

The merger of British Perolcum PLC and
Amoco Corp. was completed in record
time and will deliver the cxpected §2 bil-
lion in cost savings in the first full year of
operations.

On Aprif 1, 1999, BP Amoco announced
the all-stock purchase of Atlancic Richfield
Co. (ARCO) for §26.8 billion and the 2s-
sumprion of about $7.7 billion of ARCOs
debu If the merger is completed—which is
expected by year end—prospective operst-
ing bencfits will be significant—aotably in
Aleska—cven if anti-trust regulators re-
quize the sale of important operations. Fur-
chermore, BP Amoco would benefic from
ARCO?’ complementary oil-producing in-
terests in the North Sea and che Gulf of
Mexico. ARCO would also provide the
group with access to Asia’s cnergy markets.
In refining and marketing, ARCO% strong
and profitable operations on the U.S. West
Coast would complement BF Amoco%
stcength on the East Coast. Annual savings
from the merger could tofal $1 ¥lion.

Nevertheless, BP Amoco's capital strue-
turc would be impsired by the assumption
of Arco's debr and pro forma financial
measurcy would be weak for the current
rating levels. Despire somewhat low prof-
itabilicy mcasures in 1998, targered profit
improveménts of §4 billion by 2001 should
enable the group’s main financial measures
to rebound sharply to levels in line wich the
curient ra ungs.

OUTLOOK: STABLE

Cost savings, rising production levels, and
prudenc financial policies shou!d enable BP

S1axoana & Poor's CreotrWeek AuGust 28, 1999
7]

Amaco to maintain credit quality at «
renr fevels.

BUSINESS DESCRIPTION

BP Amoco is onc of the world's theee Ii
est private oit and gas groups, with exs
sive operations in Europe, the Ameris
nd Australasia, as well es 1 growing p

ence in Easc Asia. About 45% of capinr
employed in Eutope and d thitf@n the {
Vertical integration shaws g healthy |
snce between rising production of 2.8 1
lion boe per day, distilladon capacity of.
million barrels per day {bpd), and marl
ing salcs of 3,1 million bpd. The inczg
tion of key exploration and product
{E8CP) operations with refining and m
keting activities (R&cM) and base pet
chemicals assets provides BP Amoco w
somce hedge against price fluctuations
oil and chemicals {see Table 1}, The con
bution of the key E&P division to cons:
dated carnings before interest and ca:
(EBIT}—62% (before exceptionals) on:
erage over 1996-1998~-marched EX
share of group operating-capical ¢
ployed; the same was true for R&M (abs
23%) and chemicals {abour 15%).

BUSINESS PROFILE:
WELL ABOVE AVERAGE

EcrP. BP Amoco has vast E&CP operacic
Rvith consolidated reeerves of 12.6 billi
boc at yearend 1998, of which §8% v
oil and 69% was developed) located in

countries. The current reserve basc

highly concentrated in che 1.5, (47%) @
the U.K. (18%]), both countries in wh'
BP Amoco is the largest producer of crv
oil and narural gas. The group is also |
largese privacc producer of narursl gas
North America, with aversge daily sales
5.3 billion cubic feet in 1998. Reserve )
is heslchy, ar 12.5 years based on 15
production. The internal reserve reple-
menc rate averaged £ very satisfacro



127% aver 19961998, but finding and
development coss were subpar. Over
1996.1998, che relatively macure UK. and
U.S. reszeves (in particular, the giant Prud-
hoc Bay ficld, which acoounts for 9% of
the growp' worldwide rescrves) decreased
by 1n annual average of 3% znd 6% re-
spestively, and production from the U.S.
declined by about €% a yrac Reserve
bookinge and production incrcases in
other areas, however—including West of
Shetdand, the Gulf of Mexico, Trinidad and
Tobago, Australia, Colombis, Algecin, and
Angola—have helped BP Amoco to morc
than replace reserves and to maintin pro-
duction levels.

The groups ambitows targee of raising
production by 25% compared with the
1998 leve] {notably in gas in the short rerm,
and in crude starting in 2001} while main-
tainlng reserves Is achlevable given BP
Amoco's arractive explorarion and devel-
opment pordolio, notably West of Sher-
{and and in the Gulf of Mexico, Australiz,
VYeaeruela, Azerbaidjan, Algeriz, and An-
gole. Gengraphic diveesification away
from onshore U.S. and the North Sea
thouild alyo increase ss 2 number of large
projects come onstream oueside these re-
gians. Gulf of Mexico crude production
almost doubled over 1996-1998 1o
117,000bpd and accounted for 14% of the
geoup’s total U.S. crude production in
1998. Total hydrocarbon production
could reach 800,000bpd in the nexe dec-
sde. Qver the firse eight months of 1999,
BP Amoco gpaounced four ficld discaver-
feg in the Gulf of Mexicn, with recoverabic
resecves exceeding a combined 1.3 billion
boe (group share). Qutside the OECD, BP
Amocos production has grown only
slightly in recenc years. In 1998, no non-
OECD country represented more than §%
of toral group production, including Co-
lombia, Trinidad and Tobago (13% of
group ycar-cnd rescrves), and Venczucla,
West African deep-affshore parential is sig-
nificant, noubly in Angola, In February
1999, BP Amoce wrote off $200 million of
e $571 million highly risky {though lim-
ited in size for such a large group) invest-
ment in the Russiaa oil compaay Sidanco.

Management's production growth car-
gets are coupled with intense cost-cutting
messures and operating improvement, in-
cluding the disposal of underperforming

assets and innovative risk- and incdudve- @

sharing conwacting with' enginecring cli-
cnrs. Consequently, projects currendy be-
ing developed ere viable, even at currently
depressed Brent crude prices of abour
$14/bacrel. Liking costs, at $3.54/boe in
1998 befare producrion taxes, wre com-
pesitive. Further reductions in capital ex-
penditures per boe ate needed, however, a5
refleceed in above-average combined find-
ing &nd development costs of §5.04/boc an
average over 1996-1998 on cotal 2nnual
capital spending of about §6.5 billion-§7
bilfion. The explocation budget will b ge-
duced in the near term. Since BP Amoco’s
praducrion is skewed toward crude, E&P
EBIT will condauc w bec impacted by the
crude-oil price envitonment, 24 it was in
1998 (down §7% ar $3.1 billion, oa crude-
oil price realizations down 34%). In the
First half of 1999, EBIT increased by 10%
year-on-year to $1.4 billion (despite lower
crude and natucal-gas prices},

BP has concession rights over extensive
erude reserves in Abu Dhabi (1.87 Killion
boc at year-end 1998, excluded from the
abave regecve figures); however, not all
such reserves would be recovered at cur-
renc production levels. Standard & Poory
views the financial and polidcal risk ssso-
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ciated with these long-term conecssions as
moderate,

The merger with ARCO, if complered,
would—depending on porsible mandatory
divestituret—increase BP Amoco¥ reserve
basc by abddt ane-third, to over 17 billion
boe. In particulag, it would increase the
group U.S, production by sbout 50%: B
Amoco would be the sole operator of pro-
ducing fields in the Alaskan North Slope,
with a 70% cquity shace of rouzl praduc-
tion in this province,

Midutream, BP Amoco’ mose prominent
pipeline stakes are $0%, 100%, and 10%
respectively of the large Trans Alaskan (2
million bpd capacity), Forties {1 million
bpd}, and Incetconnector (20 billion cubic
mewers (bem) & year) systsms, BF Amoco
also owns intereses in large iqueficd naru-
ral gas (LNG) producers in Abu Dhabi
{10%) and Trinidad and Tobaga {34%).In
ceeme of distribution, BP Amoco owns
25.5% of Germany'y kading gas distribu-
rion company, Ruhrgas (unrated), to which
it will supply 15bcm of gaz over 1998.
2012

R&M. About half of BP Amocos refining
capacity und marketing sales is in che U.S.
{cight plants), onc-third in Europe (scven
plants apecgged by the BP Amoco-Mobil
joint venture}, and one-¢ixth in the rest of

the world. Management will continue withoo

ics strategy of increasing the ratio of mar-
keting volumes 1o refining capacity to

BP Amaco PLC Operating Stnﬁlstics

Table |
=Yoar sncad Dec 31—

Qperatng copil
Replocement cozt opergting profe ampleyed (% of
wil
LU 1938 ww oo s 198
Exglocation & produstion 47 7285 L. 8n L1A]
Refling & mareting st am e B8
Chernicals 11| 1,590 T ] . 168
Main aetivries am nw L oo
QOcher operations and comorsie ) (524) 11 NA
6oup roml £A 10549 s H/A
Ne exveptional items "% 51 ooy, NA
Group total, afuar wxcapiional itema 1287 11094 ... 58 N

*Operating capdal empioyed for the grug's main activitias totated S62.165 milion in 1888, K/A—Nat gaplicable.

L Y
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about 1.5 times {x), from the 1998 level of
1.1)x (0.97x in 1996). Over 1996-1998,
R& M EBIT generation was a strong $2.19
billion on everage—representing about
16% of capital employed—thanks ro geo-
graphic diversity (despite excremely com-
petitive northwestern European markea),
refocusing on advancaged assets, and on-
going cost cuts. The sct-up of the Pan-
European joint-venture with Mobil in
1996—with average market sheres of 12%

*in main fuels (with 8,400 service stations}

and 18% in lubrcants—ensbled BP
Amoco ro cut its cost bage by $500 million
as of 1998. BP Amoco might buy back
Mobil’s share of the joint venrture when
Mobil merges with Exxon Corp.

BP Amoco has 16,300 scrvice statons in
the U.S., concentrated in the Midwcst,
East, and Southeast, as well as some 3,600
sites outside of the U.S. and Europe. Al-
though the group's refineries are among the
largest and mosc sophisticaced in the U.S.,
the returmn on capital has lagged chat of
other scgments because of the refineries’
location in extremely comperitive markets.
Capital spending has been kept within $1.7
billion-$2.0 billion sincc 1996 (of which
$1 billion a year on average to upgrade the
refineries}—a welcome move to reduce
overall group cxpasure to this difficult seg-
men¢. Divisional ficst-half 1999 EBIT of
£956 million, while down by 31% com-
pared with first-half 1998, showed a de-
gree of resilience within a sharply deretio-
rated cnvironment. The acquisition of
ARCO would give BP Amoco saakes into
two large Wost Coast refineries that have
historically ranked among the lowest-cost
producers in the region, The proficability of
these refinecies hae generally been among che
best in che U.5., because of the region’s insu-
lation from umpors, transport costs, and
environmenral reguladons. In addition,
ARCO has a 26 % share of Californie’s rerail
market and a total of over 1,700 service
stations on the U.S. Wese Coast.

Chemicals. BP Amocoy chemicals unit,
with 1998 revenues of $9.7 billion, is fo-
cuscd mainly on Europe and che US., with
a medcst but growing presence in Asia. It
benefits from British Petroleum leading
paositions in olefins snd polyolcfins, cou-

Q
-
w00
pled wich Amoco’s similarly ¢trong posi- bound in chemicals volumcs and |
tions in the fast-growch PTA (purified tere- while not envisaged before 2001, s
phthalic acid) and polyescers markets.  swrongly improve earnings.
Bulk-chemiczls production is generally
highb risk, since price swings can be very FINANCIAL PROFILE
volarile. In 1998, chis division's EBIT gen- Financial  policy: Conservative.
eration remained fairly robusc—ar $1.1 Amaco's range of very strong intcg
billion, compared with over §1.5 billion in opcrations, worldwide geographic
both 1996 and 1997—dcspite a particu-  ¢nce, and tight focus on cost reductic
larly poor environment. Similacly, firse- camings growth, together with ms
helf 1999 EBIT gencration of $474 mil-  ments relatively conservative pc
lion, while down 29% year-on-year, was should cnsusc excellent creditworthir
broadly satisfactory. The next cyclical re-  che foreseeable future. Standard &
Tatim 2
B8 Amocg PLC E&P and R&M Operating Statistics
Q —Yearended Doc. 31—
1838 1907 - w03
&gr
Totzl proven reerves [ml. poe} 12548 12848
% ail 59 |
% developed 1] 85
*Eumpe H 35
% US. 50 ©
) Thres-yesr intamal recerve replecement rate (%) 127 NA
Oma.year intemal rezerve replacement fale [5%) 108 2
Production mi. bos! 1012 1018
% of B Coon
Reserve life (years) 125 28
Truée#éir linding and development £osie IS/boe| 504 NA
‘Ongeysar finding and development cons [S/boe) 37 AN
Exstoalion spengiag (i, §1 1523 REd
Development spending fmit. ! om 5082
Tots! EAP investmeny il §) 0 14
Liting et [§/baef L5 ] b kx|
Canglidaoad dabVisserves ($/boe] 1.8 s
Avtraga trude reaization (/a1 1210 830
RAM.
Disiillaton capacity 000 bpl 48 1997
Refinery throughputs {000 bod] Q 2 2867
% Eurape Q LY A
RS, 5% 54
% res of the worlg i l?!m
Throughputa/dittifon capacuy (%] 9% L]
Utilizatron raie of net (314 opacay {%) ] ]
Macketing uales {000 bpd| 3037 e
% Europe n k]
% U.S 48 48
% fe11 of the wotke 19 ro]
Markeied volymet/refining capacity () i 5]

Al figyree exclude sesocuie companict, eacept otherwize stated bod—Bamels par day NA =hlat svaflable.

STanoaRd & Poon’s CreoirWeen Avgust 25, 1899
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) expects BP Amoco’s fingncial measures to Table 3
improve compared wich 1998 levels, fueled BP AITIOCD PLC Financial Statistics
by increased cash flow generadion, capital- —Yoarended Boe. 31—
expenditure moderation (526 billion over o -
1999-2001, of which 7 billon in 1995), gl mem e immens o (g e g s
snd zsset disposals, Management iatends to Emou m e e YASH -*-—-is-:&:,-ow . s
malnteia the redo of nec debe o permanent R T s e e o
D ical djusted for operating leases) USSR UUTEN. ., S ... o SOOI ..
capi] {nat sdjustxd for operatng le Nt fnarcil Fsad charges 1171 Yo 1085
wichin the 25%-30% range and dividend PO R R
plyouuc.‘iﬂ-% of undctlymg cammgs.'ﬂm “Funds hom spardtons (F0) T T qge T —‘"—'1% - ia—'s-z-!—
should provide a healthy balance between oot o MDD
swong credicor protecion and mdoquare  ga ettt e
sharcholder requrns. The group sold i Ca- —p—— batat s — T g St R ot
D nadian E&P assers for § 1.1 billion in Augusc G I P AT T
1999 as pare of ite $10 billion 1999-2001  —p Tt L L e ME L et i
dispoesl plan (82 billion for 1999 alone); iy T e e e T T HA
Counrributians to this plan rom B&R, R&M, - yrme-—o o0 Toomme—eme L T ¥y
_and chemicals should be about 40%, over Canhs.-unmqwm'm et e e ——— 'ths R R v
30%| and ?.-S% :csmvdy. ' mldﬂhuﬂm — t et e  ——— . st va e e e e —_?i?ﬁ_m-“‘ R ..H‘j'..
D Proficability and cash flow geteration.  —mimun— e e o gy b
EBIT and funds fcom: opcrations fell by oo omt (o™ SV R T
. Toufmeu m 05,947 NA
39% and 36% respectively in 1998 (com- Wmmwmm " s sy B~ e T
pared with 1957), owing mainly to the Wl ~ T g T T TR T T s
dcpmed Cde'Pncc enviconment FFO/H‘ET*‘I:-"‘ — e A e m vy "y P .,_.?4'.; e taea - Nl
throughout mast of the year Return on e nat fid-chrge eoveraga G T T 3 il 7R NA
capital employed was 9%, compared with Precau retun st permaremu i %) "0 T B o NA

O 14% in 1997.
In the first half of 1999, EBIT declinied by
& moderatc 11% year-on-yesr ro $3.6 bil-
lion, and pretax interest coverage, which
was 3.7x on ¢ lease-adjusted basis in full-
yesr 1998, was a low 5.5x on an unad-
justed basis. While chemicals camings will

“Uncliding capitaicred intarert. §ineiuding exploration exgens sv. §Fwids from aperalions i £ feapital expanditurey + het
acquisitions + dividends]. **Adjusted o capitalize operating lesges. Operating-lesse comemitments are atcumed o ba identicz|
styearend 1696 and TBEY compared with 1998. EBITDA—Eamings befone frtarast, tiees, degreciution, and smartitaton.
ERIF—Enmings betore interart ard t3res, NA —hbt awilabie®

[Ee )

gemein highly volasle in the Rature, Stand.
and 82 Paar's expects R&M and EAP opera-
tions to increase their cash flow gencradon
markedly stacting in the secand half of 1995.

Capital structure and financial flexibility,
Lease-adjusted net debt represented a
moderare 25.8% of permanent capital ac
yeac-end 1998, The lease-adjusted radio of
funds from operations to net debr, at §1%

011998, is weak fot the current ratinge, bue
is expected co improve sharply starting in
the second half of 1999, If the acquizition
of ARCO pgocs through, however, BP
Amocoy debt will increase by over 50%
through the agsumption of the U.S. com-
pany's debi {$7.7 billion at year-end 1998),
This will put additional pressure on BP
Amocoy financial mcasures before sus-

LY

Sranoann & Foon's CaeomwWeex Auaus? 29, 1989
&7

tained free cash fow end large disposals
stabilize credie measures in ling with the
ratings.

Financial flexibility benefies from §2.8 bil-
lioa in unused commirred bank lines, (This
full analysis also will appear in the August 2§
edition of Standard & Poor's Credii Anabysis
Rafarence Disc (CARD)) @@

@
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Basis of Financial Statement Preparation

The consolidated financial statements contained herein are unaudited and have been
prepared from the books and records of BP Corporation North America Inc. (the Company).
In the opinion of management, the consolidated financial statements reflect all adjustments,
consisting of only normal recurring adjustments, necessary for a fair statement of the
results for the interim periods. The consolidated financial statements do not include all
information and notes necessary for a complete presentation of results of operations,
financial position and cash flows in conformity with accounting principles generally accepted
in the United States of America.



BP CORPORATION NORTH AMERICA INC.
ADDITIONAL INFORMATION

(UNAUDITED)

Restatements for Reorganization

As more fully explained in the Basis of Presentation note to the December 31, 2004
consolidated financial statements of BP Corporation North America Inc. (the Company), on
December 15, 2004, BP America Inc. (BP America) transferred ownership of North America
Funding Company to the Company via a capital contribution. Amounts for the three months
ended March 31, 2004 have been restated in these financial statements for comparabiiity.

In addition, effective January 1, 2005 segment information has been realigned to reflect the
transfer of the aromatics and acetyls operations from the former Petrochemicals segment to
the Refining and Marketing segment, and the transfer of the alefins and derivatives
operations from the former Petrochemicals segment to Corporate and Other. Segment
amounts for property, plant and equipment at December 31, 2004 have been restated in
these financial statements for comparability.

Certain other reclassifications have been made to prior year balances in order to conform to
current year presentation.

Texas City Refinery Explosion

The Company’s Texas City refinery experienced an explosion at its isomerization unit on
March 23, 2005. While the financial impact to these financial statements was minimal, it is
too early to assess the full financial impact of this incident.



BP CORPORATION NORTH AMERICA INC.
CONSOLIDATED STATEMENT OF INCOME

2004 Restated for Reorganization

(UNAUDITED)
Millions of Dollars - Three Months Ended March 31 2005 2004
Revenues
Sailes and coperating revenue $ 45,443 $ 38,745
Excise taxes 1,887 1,759
Equity in income of affiliates 159 152
47,489 40,656

Costs and Expenses
Purchases 35,184 31,120
Operating expenses 2,416 2,211
Oil and gas explcration expenses including amortization

of unproved properties 88 79
Taxes other than income taxes 2,144 1,970
Depreciation, depletion and amortization, and

retirements and abandonments 1,356 1,444
Selling, general and administrative expenses 1,030 951

42,218 37,775

Income Before Interest and Income Taxes 5,271 2,881
Interest expense 329 271
Interest income 576 303
Income Before Income Taxes 5,518 2,913
Income tax provision 1,460 798
Dividends on preferred stock of subsidiary 223 223
Minority interest 732 139
Net Income $ 3,103 $ 1,753




BP CORPORATION NORTH AMERICA INC.

CONSOLIDATED BALANCE SHEET

2004 Restated for Reorganization

(UNAUDITED)

March 31 Dec 31
Millions of Dollars 2005 2004
ASSETS
Current Assets
Cash and cash equivalents $ 422 $ 294
Marketable securities 142 158
Accounts and notes receivable, less allowances
of $112 and $112 12,654 13,159
Receivables - affiliates 1,396 881
Inventories 2,539 2,961
Prepaid expenses and other 3,834 2,692
20,987 20,145
Property, Plant and Equipment - at cost
Exploration and production 62,478 62,015
Refining and marketing 24,457 24,339
Gas, power and renewables 2,971 2,985
Corporate and other 5,086 6,160
95,892 95,499
Less accumulated depreciation, depletion and amortization 44,413 43,785
51,479 51,714
Other Non-Current Assets
Investments in affiliates 8,993 8,932
Notes and amounts due from affiliates 65,140 96,903
investments, long-term receivables and other 3,899 3,162
Goodwill 6,735 6,735
84,767 115,732
$ 157,233 $ 187,591




BP CORPORATION NORTH AMERICA INC.

CONSOLIDATED BALANCE SHEET

2004 Restated for Reorganization

(UNAUDITED)

March 31 Dec 31
Millions of Dollars 2005 2004
LIABILITIES AND SHAREHOLDER'S EQUITY
Current Liabilities
Current portion of long-term debt and capital lease
obligations $ 672 % 1,180
Current portion of long-term debt - affiliates 2,350 2,350
Short-term obligations 3,019 3,101
Accounts payable ~ trade 12,098 12,683
Accounts payable - affiliates 2,270 2,277
Taxes payable, including income taxes 2,340 2,302
Accrued liabilities 4,275 4,101
27,024 27,994
Long-Term Obligations
Amounts due to affiliates 39,509 72,454
Long-term debt 3,783 3,800
Long-term debt - affiliates 2,112 2,322
Capital lease obligations 135 142
45,539 78,718
Other Non-Current Liabilities
Deferred incoime taxes 11,971 11,916
Accruals and reserves 6,674 6,267
. 18,645 18,183
Minority Interest
Preferred stock of subsidiary 13,836 13,836
Other minority interest 4,775 4,479
18,611 18,315
Shareholder's Equity
Common stock ~ 1,000 shares issued and outstanding 1 1
Additional paid-in capital 12,896 12,996
Retained eamings 35,334 32,231
Accurmulated other comprehensive income (loss):
Foreign currency translation adjustments (779) (690)
Unrealized gains on hedging activities 7 -
Unrealized gains on marketable securities 12 -
Minimum pensicn liability adjustments {(157) {157)
47,414 44,381
$ 157,233 $ 187,591




BP CORPORATION NORTH AMERICA INC.

CONSOLIDATED STATEMENT OF SHAREHOLDER'S EQUITY

(UNAUDITED)
Other
Compre-
Additional hensive

Common Paid-In Retained Income

Millions of Dollars Stock Capital Earnings (Loss) Total
January 1, 2004 $ i % 12,996 $ 26,714 $ (1,078) $ 38,633
Net income - - 5,552 - 5,552
Foreign currency translation

adjustments - - - 214 214
Minimurn pension liability

adjustments, net of $12 tax - - - 17 17

Comprehensive income

— 5783

Cash dividends paid - - (35) - (35)
December 31, 2004 1 12,996 32,231 (847) 44,381
Net income - 3,103 - 3,103
Foreign currency translation

adjustments - - - (89) {89)
Unrealized gains on hedging activities,

net of $4 tax - - - 7 7
Unrealized gains on marketable

securities, net of $6 tax - - - 12 12
Comprehensive income 3,033
March 31, 2005 $ 1 4 12996 % 35334 3 (917) $ 47,414




BP CORPORATION NORTH AMERICA INC.

CONSOLIDATED STATEMENT OF CASH FLOWS

2004 Restated for Reorganization

(UNAUDITED)
Millions of Dollars — Three Months Ended March 31 2005 2004
Operating Activities
Net income $ 3,103 $ 1,753
Adjustments to reconcile net income to net cash provided by
Operations:
Depreciation, depletion and amortization and retirements
and abandonments 1,356 1,444
Amortization on unproved oil and gas properties 84 21
Deferred income taxes 122 (199)
(Gain) loss an sales of assets (1,111} 13
Dividends paid on preferred stock of subsidiary 223 223
Minority interest 732 139
Changes in operating assets and liabilities, net of
acquisitions and divestments:
Decrease in marketable securities 16 15
Decrease (increase) in accounts and notes receivable 505 (801)
Increase in receivables - affiliates {515) (379)
Increase in inventories and prepaid expenses (773) (47)
Decrease in accounts payable and accrued liabilities (375) (151)
(Decrease) increase in accounts payable — affiliates (7) 1,135
Increase in taxes payable 38 42
Qther - net (235) (19)
Net cash provided by operating activities 3,163 3,189
Investing Activities
Capital expenditures (1,540) {1,262)
Proceeds from the sale of property and other assets 1,231 267
Investments in affiliates, net (61) (154)
Other {436) (500)
Net cash used in investing activities (806) (1,649)
Financing Activities
Net changes in long-term debt and capital lease obligations (532) 194
Net changes in long-term debt - affiliates (210) 141
Net changes in notes and amounts due to and from affiliates (1,182) {1,849)
Net changes in short-term obligations (82) (19}
Dividends paid on preferred stock of subsidiary (223) (223)
Net cash used in financing activities (2,229) (1,756)
Increase (decrease) in Cash and Cash Equivalents 128 (216)
Cash and cash equivalents, Beginning of Year 294 633
Cash and cash equivalents, End of Period $ 422 $ 417




REPORT OF ERNST & YOUNG LLP,
INDEPENDENT AUDITORS

Board of Directors and Shareholder
BP Corporation North America Inc.

We have audited the accompanying consolidated balance sheet of BP Corporation North
America Inc. (a wholly owned subsidiary of BP America Inc.) and subsidiaries as of
December 31, 2004 and 2003, and the related consolidated statements of income,
shareholder's equity and cash flows for the years then ended. These financial statements
are the responsibility of the Company's management. Our responsibility is to express an
opinion on these financial statements based on our audits.

We conducted our audits in accordance with auditing standards generally accepted in the
United States. Those standards require that we plan and perform the audit to obtain
reasonable assurance about whether the financial statements are free of material
misstatement. An audit includes consideration of internal control over financial reporting as
a basis for designing audit procedures that are appropriate in the circumstances, but not for
the purpose of expressing an opinion on the effectiveness of the Company’s internal control
over financial reporting. Accordingly, we express no such opinion. An audit also includes
examining, on a test basis, evidence supporting the amounts and disclosures in the financiaf
statements, assessing the accounting principles used and significant estimates made by
management, and evaluating the overall financial statement presentation. We believe that
our audits provide a reasonable basis for our opinion.

In our opinion, the financial statements referred to above present fairly, in all material
respects, the consolidated financial position of BP Corporation North America Inc. and
subsidiaries at December 31, 2004 and 2003, and the consolidated results of their
operations and their cash flows for the years then ended in conformity with accounting
principles generally accepted in the United States.

As discussed in Note 1 to the consolidated financial statements, in 2003 the Company
adopted Statement of Financial Accounting Standards No. 143, “Accounting for Asset
Retirement Obligations” and Emerging Issues Task Force Issue No. 02-03, “Issues Involved
in Accounting for Derivative Contracts Held for Trading Purposes and Contracts Involved in
Energy Trading and Risk Management Activities.”

During 2004 and 2003, as more fully explained in the Basis of Presentation note to the
consolidated financial statements, BP p.l.c. changed the operations that comprise BP
Corporation North America Inc., the reporting entity.

Chicago, Illinois
February 7, 2005



BP CORPORATION NORTH AMERICA INC. AND SUBSIDIARIES

CONSOLIDATED STATEMENT OF INCOME

2003 Restated for Reorganization

Millions of Dollars - Year Ended December 31 2004 2003
Revenues
Sales and operating revenue $ 161,415 $ 131,154
Excise taxes 7,314 7,176
Equity in income of affiliates 550 488
169,279 138,818

Costs and Expenses
Purchases 129,340 102,169
Operating expenses 9,437 8,267
Oil and gas exploration expenses including amortization

of unproved properties 430 353
Taxes other than income taxes 8,140 7,878
Depreciation, depletion and amortization, and

retirements and abandonments 6,251 6,636
Selling, general and administrative expenses 4,824 4,338

158,422 129,641

Income Before Interest and Income Taxes 10,857 9,177
interest expense 1,486 1,029
Interest income 1,796 1,113
Income Before Income Taxes 11,167 9,261
Income tax provision 3,997 2,507
Dividends on preferred stock of subsidiary 892 839
Minority Interest 726 250
Income Before Cumulative Effect of Accounting

Changes 5,552 5,665
Cumulative effect of accounting changes, net of tax - (1)
Net Income $ 5,552 $ 5,664

The accompanying notes are an integral part of these consolidated financial statements.



BP CORPORATION NORTH AMERICA INC. AND SUBSIDIARIES

CONSOLIDATED BALANCE SHEET

2003 Restated for Reorganization

Millions of Dollars - December 31 2004 2003
ASSETS
Current Assets
Cash and cash equivalents $ 294 $ 633
Marketable securities 158 100
Accounts and notes receivable, less allowances
of $112 and $88 13,619 9,341
Receivables - affiliates 881 1,337
Inventories 2,961 2,651
Prepaid expenses and other 2,232 2,176
20,145 16,238
Property, Plant and Equipment - at cost
Exploration and production 62,015 59,656
Refining and marketing 19,143 19,103
Petrochemicals 10,658 11,021
Gas, power and renewables 2,985 2,712
Corporate and cther 698 1,105
95,499 93,597
Less accumulated depreciation, depletion and amortization 43,785 42,245
51,714 51,352
Other Non-Current Assets
Investments in affiliates 8,932 7,461
Notes and amounts due from affiliates 96,903 78,577
Investments, long-term receivables and other 3,162 3,080
Goodwill 6,735 6,735
115,732 95,853
$ 187,591 $ 163,443

The accompanying notes are an integral part of these consolidated financial statements.



BP CORPORATION NORTH AMERICA INC. AND SUBSIDIARIES

CONSOLIDATED BALANCE SHEET

2003 Restated for Reorganization

Millions of Dollars - December 31 2004 2003
LIABILITIES AND SHAREHOLDER'S EQUITY
Current Liabilities
Current portion of long-term debt and capital iease
obligations % 1,180 $ 247
Current portion of long-term debt - affiliates 2,350 461
Short-term obligations 3,101 3,050
Accounts payable - trade 14,470 10,398
Accounts payable — affiliates 2,277 1,743
Taxes payable, including income taxes 2,302 2,649
Accrued liabilities 2,314 2,013
27,994 20,561
Long-Term Obligations
Amounts due to affiliates 72,454 61,031
Long-term debt 3,800 4,942
Long-term debt - affiliates 2,322 2,058
Capital lease obligations 142 149
78,718 68,180
Other Non-Current Liabilities
Deferred income taxes 11,916 11,931
Accruals and reserves 6,267 6,484
18,183 18,415
Minority Interest
Preferred stock of subsidiary 13,836 13,836
Other minority interest 4,479 3,818
18,315 17,654
Shareholder's Equity
Common stock ~ 1,000 shares issued and outstanding 1 1
Additional paid-in capital 12,996 12,996
Retained earnings 32,231 26,714
Accumulated other comprehensive loss:
Foreign currency transiation adjustment (690) (904)
Pension liability adjustment (157) (174)
44,381 38,633
$ 187,591 $ 163,443

The accompanying notes are an integral part of these consolidated financial statements.



BP CORPORATION NORTH AMERICA INC. AND SUBSIDIARIES

CONSOLIDATED STATEMENT OF SHAREHOLDER'S EQUITY

2003 Restated for Reorganization

Other
Compre-
Additional hensive
Common Paid-In Retained Income
Millions of Dollars Stock Capital Earnings {Loss) Total
January 1, 2003 % 1 £ 12,996 $ 21,050 $ (1,666) $ 32,381
Net incorme - - 5,664 - 5,664
Foreign currency
translation adjustment - - - (33) (33)
Pension liability adjustment
net of $389 tax - - - 723 723
Reclassification for gains
included in net income - - - (102) ____ (102)
Comprehensive income 6,252
December 31, 2003 1 12,996 26,714 (1,078) 38,633
Net income - - 5,552 - 5,552
Foreign currency
translation adjustment - - - 214 214
Pension liability adjustment
net of $12 tax - - - i7 17
Comprehensive income 5,783
Cash dividends paid - - (35) (35)
December 31, 2004 $ 1 $ 12,996 $ 32,231 $ (847) $ 44,381

The accompanying notes are an integral part of these consolidated financial statements.



BP CORPORATION NORTH AMERICA INC. AND SUBSIDIARIES

CONSOLIDATED STATEMENT OF CASH FLOWS

2003 Restated for Reorganization

Millions of Dollars — Year Ended December 31 2004 2003
Operating Activities
Net income 5,552 $ 5,664
Adjustments to reconcile net income ta net cash provided by
operations:
Depreciation, depletion and amortization and retirements
and abandonments 6,251 6,636
Amortization on unproved oil and gas properties 144 153
Deferred income taxes {128) (531)
Loss {gain} on sales of assets 19 (516}
Dividends paid on preferred stock of subsidiary 892 B39
Minority interest 726 250
Changes in operating assets and liabilities, net of
acquisitions and divestments:
(Increase) decrease in marketable securities {58) 9
Increase in accounts and notes receivable (4,380) (1,511)
Decrease in receivables - affiliates 451 620
Increase in inventories and prepaid expenses (433} {488)
Increase in accounts payable and accrued liabilities 4,434 123
Increase (decrease) in accounts payable - affiliates S44 (260)
{Decrease) increase in taxes payable {347) 780
QOther - net (96} {1,094)
Net cash provided by operating activities 13,571 10,674
Investing Activities
Capital expenditures {6,691) {7,071)
‘Acquisition of BP Solvay joint venture {379) -
Proceeds from the sale of property and other assets 1,733 4,177
Investments in affiliates, net (1,818) 109
Other {913) 237
Net cash used in investing activities (8,068) {2,548)
Financing Activities
Net changes in long-term debt and capital lease obligations {216) (1,192)
Net changes in long-term debt - affiliates 2,153 232
Net changes in notes and amounts due to and from affiliates (6,903) (7,141)
Net changes in short-term obligations 51 615
Dividends paid on preferred stock of subsidiary (892) (83%9)
Dividends paid on common stock (35) -
Net cash used in financing activities (5,842) (8,325)
Decrease in Cash and Cash Equivalents (339) (199)
Cash and cash equivalents, Beginning of Year 633 832
Cash and cash equivalents, End of Year 294 $ 633

The accompanying notes are an integral part of these consolidated financial statements.



BP CORPORATION NORTH AMERICA INC. AND SUBSIDIARIES

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

2003 Restated for Reorganization

Basis of Presentation

BP Corporation North America Inc. (the Company) is a wholly owned subsidiary of BP
America Inc. (BP America). BP America is a wholly owned subsidiary of BP p.l.c. (BP). BP
and its subsidiaries are hereafter referred to as the BP group.

On December 31, 2003, BP America and its subsidiaries transferred ownership of BP
Chemicals Inc. to a subsidiary of the Company in exchange for 836,000 shares of preferred
stock of BP Company North America Inc., a wholly owned subsidiary of the Company.

On December 15, 2004, BP America transferred ownership of North America Funding
Company to the Company via a capital contribution.

The ownership of prefe:"red stock issued by subsidiaries of the Company and held by
subsidiaries of BP America is accounted for as minority interest in the accompanying
financial statements.

The transfers of ownership interests, assets and liabilities to subsidiaries of the Company by
BP America and its subsidiaries represent reorganizations of entities under common control
{a change in reporting entity) and have been accounted for at their historical cost bases.
Assets and liabilities were transferred to the Company or its subsidiaries at its parent’s or its
subsidiaries’ basis, with no adjustment to fair value. Prior year amounts in these financial
statements have been restated for comparability.



BP CORPORATION NORTH AMERICA INC, AND SUBSIDIARIES

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

2003 Restated for Reorganization

The impact of the 2004 change in reporting entity and certain other reclassifications are
shown in the following table.

As

Millions of Dollars — As of or for the Year Previously Effect of
Ended December 31, 2003 Stated Changes Restated
Consolidated Statement of Income
Revenues $ 138,818 $ - $ 138,818
Costs and expenses (129,816) 175 {129,641)
Interest, net {196) 280 84
Income tax provision (2,404) (103) {2,507)
Dividends on preferred stock of subsidiary (839) - {839)
Minority interest {250) - {250)
Cumulative effect of accounting changes,

net of tax {1) - {1}
Net Income $ 5,312 $ 352 $ 5,664
Consolidated Balance Sheet
Current assets $ 14,398 $ 1,840 $ 16,238
Property, plant and equipment, net 51,352 - 51,352
Other non-current assets 72,395 23,458 95,853
Total Assets $ 138,145 $ 25,298 $ 163,443
Current liabilities $ 18,939 $ 1,622 $ 20,561
Non-current liabilities 63,575 23,020 86,595
Minority interest 17,654 - 17,654
Shareholder’s equity 37,977 656 38,633
Total Liabilities and Shareholder’s Equity $ 138,145 $ 25,298 $ 163,443
Consolidated Statement of Cash Flows
Net cash provided by (used inj:

Operating activities $ 10,353 $ 321 $ 10,674

Investing activities (2,548) - {2,548)

Financing activities (7,986) (339) {8,325)
Decrease in cash and cash equivalents {181) {18) (199)
Cash and cash equivalents, beginning of year 825 7 832
Cash and Cash Equivalents, End of Year $ 644 $ (11) % 633




BP CORPORATION NORTH AMERICA INC. AND SUBSIDIARIES

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

2003 Restated for Reorganization

Note 1 Summary of Significant Accounting Policies

Consolidation Policy. The assets, tiabilities and results of operations of subsidiaries in
which the Company has a controlling interest are included in the Consclidated Financial
Statements. The Company also consolidates its proportionate share of undivided interests
in certain pipelines and oil and gas joint ventures. Investments in companies in which less
than a controiling interest is held are generally accounted for by the equity method. All
significant intercompany transactions and accounts are eliminated in consolidation,

Use of Estimates. The preparation of financial statements in conformity with accounting
principles generally accepted in the United States requires estimates and assumptions that
affect certain reported amounts and related disclosures. Actual results could differ from
estimates and assumptions made.

Inventories. Inventories are carried at the lower of current market value or cost. Cost is
determined under the last-in, first-out (LIFO) method for the majority of inventories of
crude oil, petroleum products and chemical products. The costs of remaining inventories
are determined on the first-in, first-out (FIFO) or average cost methods.

Oil and Gas Exploration and Development. The Company follows the successful efforts
method of accounting. Costs of property acquisitions, successful exploratory wells, all
development costs (including CO; and certain other injected materials that benefit
production over multipie years in enhanced recovery projects) and support equipment and
facilities are capitalized. Unsuccessful exploratory wells are expensed when determined to
be non-productive. Preduction costs, overhead and all exploration costs other than
exploratory drilling, including geological and geophysical costs, are charged against income
as incurred.

Exploration license acquisition costs are initially capitalized as an intangible fixed asset and
are amortized over the estimated period of exploration. Where proved reserves of oil or
natural gas are determined and development is sanctioned, the unamortized cost is
transferred to tangible production assets. Where exploration is unsuccessful, the
unamortized cost is expensed. Property, plant and equipment includes capitalized
exploration license acquisition costs of $278 million and $294 miilion at December 31, 2004
and 2003, respectively.

Property acquisition costs for individually significant unproved properties are assessed at
least annually for impairment. The acquisition costs of all other unproved properties are
aggregated, and the portion estimated to be nonproductive based upon past experience is
amortized over the projected holding periods.

Property, Plant and Equipment.

Depreciation, depletion_and amortization. Depletion of the cost of producing oil and gas
properties, amortization of related intangible driling and development costs and
depreciation of tangible leases and well equipment are recognized using the unit-of-
production method. Depreciation of other plant and equipment is computed on a straight-
line basis over the estimated econaomic lives of the facilities, which for refining and chemical




BP CORPORATION NORTH AMERICA INC. AND SUBSIDIARIES

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

2003 Restated for Reorganization

facilities average 20 years, for administrative buildings average 45 years and for service
stations average 15 years.

Dismantlement, Restoration and Abandonment Costs. On Jlanuary 1, 2003, the Company
adopted Statement of Financial Accounting Standards (SFAS) No. 143 “Accounting for Asset
Retirement Obligations” {(SFAS 143). SFAS 143 requires that a liability be recorded equal to
the fair value of the asset retirement obligation when incurred, typically when the asset is
installed at the production location. When the liability is initially recorded, an equivalent
amount is capitalized as part of the cost of the asset. Over time, the liability is accreted for
the change in its present value each period, and the initial capitalized cost is depreciated
over the useful life of the related asset.

The cumulative effect of adopting SFAS 143, as of January 1, 2003, was a pre-tax charge to
income of approximately $99 million (see Note 12). Prior to the adoption of SFAS 143, the
estimated costs to dismantle, restore and abandon oil and gas properties were accrued over
the properties’ productive lives on the unit-of-production method.

Impairment. Carrying amounts of long-lived assets, other than unproved properties, are
reviewed when events or circumstances indicate that such carrying amounts may not be
recoverable. Assets that are to be held and used with recorded values that are not
expected to be recovered through future cash flows are written down to current fair value.
Fair value is generally determined from estimated discounted future net cash flows. Assets
that are held for sale are reported at the lower of carrying amount or fair value less cost to
sell. Impairment charges are included in depreciation, depletion and amortization.

Dispositions. Gains or losses from retirements or dispositions of property, plant and
equipment are credited or charged to income, except for normal sates of oil and gas
producing properties, which are charged or credited to accumulated depreciation until the
entire field is depleted or disposed.

Gooadwill. Goodwill is not amortized, but instead is assessed annually for impairment.
Other intangibles are amortized over their useful life.

Derivatives. The Company uses derivative financial instruments (derivatives) to manage
certain exposures to fluctuations in foreign currency exchange rates and interest rates, and to
manage some of its margin exposure fram changes in oil and natural gas prices. Derivatives
are also traded in conjunction with these risk management activities. The Company currently
does not designate any derivatives as hedges, and as a result, changes in the fair value of all
derivatives held are recognized in earnings each period.

Foreign Currencies. Assets and liabilities of non-US subsidiaries using the local currency
as their functional currency are translated at exchange rates in effect at the balance sheet
date. Income and expenses are translated at average exchange rates for the period
presented, The effects of these translation adjustments are reported in other
comprehensive income. Exchange gains and losses arising from transactions denominated
in a currency other than the functional currency of the entity involved are recognized in
income,

10



BP CORPORATION NORTH AMERICA INC. AND SUBSIDIARIES

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

2003 Restated for Reorganization

Environmental Liabilities. The Company has provided in its accounts for the reasonably
estimable future costs of probable environmental remediation obligations relating to current
anhd past activities, including obligations for previously disposed assets or businesses. In
the case of long-lived cleanup projects, the effects of factors such as improved application
of known technologies and methodologies are considered in determining the amount of
estimated liabilities. The liability is undiscounted and primarily consists of costs such as site
assessment, monitoring, equipment, utilities and the treatment and disposal of soil and
ground water.

Revenue Recoghition. Revenues associated with the sale of oil, natural gas liquids,
liquefied natural gas, petroleum and chemical products and all other items are recognized
when title passes to the customer. Revenues from the production of natural gas and oil
from properties in which the Company has an interest with other producers are recognized
either on the basis of the Company’s working interest in those properties (the entitiement
method) or on the basis of the Company’s share of production sold (the sales method). The
difference between the entitlement and sales methods is not significant.

Gains or losses resulting from divestments of assets or businesses are included in sales and
operating revenue.

Stock Options. Employees of the Company participate in certain employee share option
plans of BP. Options granted by BP have an exercise price equal to the market price on the
date of grant. Options are generally exercisable one to three years after the date of grant,
ahd lapse after ten years. BP and the Company use the intrinsic value method of
accounting for stock options awarded to employees. The following table illustrates the
effect on net income if compensation expense were instead determined based upon the fair
value of the stock options at grant date to the extent the options related to employees of
the Company and the expense was allocated to the Company.

Millions of Dollars - Year Ended December 31 2004 2003

Net income - as reported $ 5,552 $ 5,664
Deduct - stock-based employee compensation expense based
on fair value recognition provisions, net of related tax

effects (41) (44)

Pro forma net income $ 5,511 $ 5,620

11



BP CORPORATION NORTH AMERICA INC. AND SUBSIDIARIES

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

2003 Restated for Reorganization

The fair value of stock options was estimated using a Black-Scholes option pricing model
with the following assumptions:

2004 2003
Risk-free interest rate 4.0% 3.5%
Expected volatility 22% 30%
Expected life 5 years 1-5 years
Expected dividend yield 3.75% 4.0%
Weighted average fair value of options granted $1.35 $1.44

Shipping and Handling Costs. Shipping and handling costs are included in costs and
expenses,

Maintenance and Repair Costs. Costs of major maintenance, refits or repairs are
capitalized when it enhances the performance of an asset above its originally assessed
standard of performance, replaces an asset or part of an asset which was separately
depreciated and which is then written off, .or restores the economic benefits of an asset
which has been fully depreciated. All other maintenance and repairs costs are charged to
costs and expenses as incurred.

Adoption of New Accounting Standards. In October 2002, the Financial Accounting
Standards Board (FASB) Emerging Issues Task Force (EITF) reached a consensus (EITF Issue
No. 02-03) which rescinded EITF Issue No. 98-10, "Accounting for Contracts Involved in
Energy Trading and Risk Management Activities" (EITF 98-10). As a result, all energy-
related, non-derivative contracts (such as transportation, storage, tolling, and requirements
contracts that do not meet the definition of a derivative) that were previously accounted for at
fair value pursuant to EITF 98-10 are now accounted for as executory contracts on the accrual
basis. The cumulative effect of adopting the consensus at January 1, 2003, resuited in a pre-
tax credit to income of $97 million.

On January 1, 2003, the Company adopted FASB Interpretation No. 45, “Guarantor’s
Accounting and Disclosure Requirements for Guarantees, Including Indirect Guarantees of
Indebtedness of Others” (FIN 45). FIN 45 expands the disclosure requirements for
guarantees and requires the guarantor to recognize a liability for the fair value of the
obligation assumed under a guarantee. The initial recognition and measurement
requirements of FIN 45 are applied prospectively to guarantees issued or modified after
December 31, 2002. The adoption of FIN 45 did not have a material effect on the
Company’s financial pesition or results of operations.

On January 1, 2003, the Company adopted SFAS No. 146, “Accounting for Costs Associated
with Exit or Disposal Activities” (SFAS 146) which addresses accounting for restructuring and
similar costs. SFAS 146 supersedes previous accounting guidance, principally EITF Issue No.
94-3. SFAS 146 requires that a liability for costs associated with an exit or disposal activity

12



BP CORPORATION NORTH AMERICA INC. AND SUBSIDIARIES

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

2003 Restated for Reorganization

be recognized when the liability is incurred, rather than at the date of an entity’s commitment
to an exit plan. SFAS 146 requires that the liability be initially measured and recorded at fair
value. The adaoption of SFAS 146 did not have a material effect on the Company’s financial
position or results of operations.

On lune 1, 2003, the Company adopted SFAS No. 150, "Accounting for Certain Financial
Instruments with Characteristics of both Liabilities and Equity" (SFAS 150). SFAS 150
establishes standards for classifying and measuring certain financial instruments that have
characteristics of both liabilities and equity. SFAS 150 applies to instruments entered into
or modified after May 31, 2003. For instruments existing at May 31, 2003, SFAS 150 is
effective for accounting periods beginning after June 15, 2003. The adoption of SFAS 150
had no effect on the Company’s financial position or results of operations.

On July 1, 2003, the Company adopted SFAS No. 149, "Amendment of Statement 133 on
Derivative Instruments and Hedging Activities" (SFAS 149). SFAS 149 amends and clarifies
the financial accounting and reporting of derivative instruments and hedging activities under
SFAS 133. SFAS 149 applies to contracts entered into or modified after June 30, 2003, and
hedging relationships designated after June 30, 2003. The adoption of SFAS 149 did not
have a material effect on the Company’s financial position or results of operations.

During 2003, the FASB issued and then revised Interpretation No. 46, “Consolidation of
Variable Interest Entities” {(FIN 46). FIN 46 clarifies the application of existing consolidation
requirements to entities where a controlling financial interest is achieved through
arrangements that do not involve voting interests. Under FIN 46, a variable interest entity is
consolidated if a company is subject to a majority of the risk of loss from the variable interest
entity’s activities or entitled to receive a majority of the entity's residual returns. The
adoption of FIN 46 did not have a material effect on the Company’s financial position or
results of gperations,

In May 2004, the FASB issued Staff Position No. 106-2, “Accounting and Disclosure
Requirements Related to the Medicare Prescription Drug, Improvement and Modernization
Act of 2003" (the Medicare Act}. The provisions of the Medicare Act provide for a federal
subsidy for plans that provide prescription drug benefits to Medicare-eligible retired
employees and meet certain qualifications. Alternatively, the Medicare Act allows
prescription drug plan sponsors to co-ordinate with the Medicare benefit. As a result of the
Medicare Act, the benefit obligation of the Company’s postretirement benefit plans was
reduced by $577 million at December 31, 2004. See Note 18, Pension and Other
Postretirement Benefits for additional information.

In November 2004, the EITF reached a consensus on Issue No. 03-13, “Applying the
Conditions in Paragraph 42 of FASB Statement No. 144, Accounting for the Impairment or
Disposal of Long-Lived Assets, in Determining Whether to Report Discontinued Operations”
(EITF 03-13). Under EITF 03-13, a disposed component of an enterprise is classified as a
discontinued operation only where the ongoing entity has no continuing direct cash flows
and does not retain an interest, contract or other arrangement sufficient to enable the entity
to exert significant influence over the disposed component’s operating and financial policies
after disposal. EITF 03-13 is effective for a component of an enterprise that is either

13
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

2003 Restated for Reorganization

disposed of or classified as held for sale in accounting periods beginning after December 15,
2004. EITF 03-13 had no effect on the Company’s financial position or results of
operations.

In December 2004, the FASB issued Staff Position No. 109-1, “Application of FASB
Statement No. 109, Accounting for Income Taxes, to the Tax Deduction on Qualified
Production Activities Provided by the American Jobs Creation Act of 2004” (FSP 109-1). FSP
109-1, effective upon issuance, requires that the manufacturers’ deduction provided for
under the American Jobs Creation Act of 2004 (the Jobs Creation Act) be accounted for as a
special deduction in accordance with SFAS 109, “Accounting for Income Taxes”, rather than
a tax rate reduction. The manufacturers’ deduction will be recognized by the Company in
the year the benefit is earned.

In December 2004, the FASB issued Staff Position No. 109-2, “Accounting and Disclosure
Guidance for the Foreign Earnings Repatriation Provision within the American Jobs Creation
Act of 2004” (FSP 109-2). The Jobs Creation Act provides a special one-time provision
allowing earnings of certain foreign companies to be repatriated at a reduced tax rate. FSP
109-2, effective upon issuance, permits additional time beyond the financial reporting
period of enactment in order to evaluate the effect of the Jobs Creation Act without
undermining an entity’s assertion that repatriation of foreign earnings is not expected within
the foreseeable future. As provided by FSP 109-2, the Company has elected to defer a
decision on potentially altering current plans regarding the permanent reinvestment in
certain foreign subsidiaries and foreign corporate joint ventures. The income tax effects
associated with any repatriation of unremitted earnings as a result of the Jobs Creation Act
cannot be reasonably estimated at this time.

Recently Issued Accounting Pronouncements and Guidance. In November 2004, the
FASB issued SFAS No. 151, “"Inventory Costs- an amendment of ARB No. 43, Chapter 4"
(SFAS 151). SFAS 151 requires that items, such as idle facility expense, excessive spoilage,
double freight and re-handling costs, be recognized as current-period charges. SFAS 151
also requires that the allocation of fixed production overheads to the costs of conversion be
based on the normal capacity of the production facilities. SFAS 151 is effective for fiscal
years beginning after June 15, 2005. SFAS 151 is not expected to have a material effect on
the Company’s financial position or results of operations. The Company plans to adopt
SFAS 151 on January 1, 2005.

In December 2004, the FASB issued SFAS No. 153, “Exchange of Nonmonetary Assets- an
amendment of APB Opinion No. 28" (SFAS 153). SFAS 153 eliminates the Accounting
Principles Board Opinion No. 29 exception for nonmonetary exchanges of similar productive
assets and replaces it with an exception for exchanges of nonmonetary assets that do not
have commercial substance. SFAS 153 is effective for nonmonetary asset exchanges
occurring after June 30, 2005. SFAS 153 is not expected to have a material effect on the
Company’s financial position or results of operations. The Company plans to adopt SFAS
153 on January 1, 2005.
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Emerging Accounting and Reporting Issues. In November 2004, the EITF began
discussion of Issue No. 04-13, “Accounting for Purchases and Sales of Inventory with the
Same Counterparty” (EITF 04-13). EITF 04-13 addresses accounting issues that arise when
a company both sells inventory to and buys inventory from ancther entity in the same line
of business. The purchase and sale transactions may be pursuant to a single contractual
arrangement or separate contractual arrangements, and the inventory purchased or sold
may be in the form of raw material, work-in-process or finished goods. At issue is whether
the revenue, cost of inventory and cost of sales should be recorded at fair value or whether
the transactions should be classified as nonmonetary transactions. The EITF, which did not
reach a consensus on the issue, requested the FASB staff to further explore the alternative
views. Should the EITF reach a consensus on EITF 04-13 requiring these transactions to be
recorded as exchanges measured at book value, the net presentation would reduce the
Company's revenues and purchases by egual amounts with no impact on net income. The
Company has not determined the amount of the reduction in revenues and purchases under
such an interpretation.

SFAS No. 19, “Financial Accounting and Reporting by Qil and Gas Producing Companies”
{SFAS 19) requires the cost of drilling an exploratory well to be capitalized pending
determination of whether the well has found proved reserves. If this determination cannot
be made at the conclusion of drilling, SFAS 19 sets out additional requirements for
continuing to carry the cost of the well as an asset. These requirements include firm plans
for further drilling and a one-year time limitation on continued capitalization in certain
instances. Subsequent to the issuance of SFAS 19, as a result of the increasing complexity
of oil and gas projects due to drilling in remote and deepwater offshore locations, entities
increasingly require more than one year to complete all of the activities that permit
recognition of proved reserves. 1In addition, because of new technologies, in certain
situations additional exploratory wells may no longer be required before a project can
commence.

In February 2005, the FASB issued a proposed Staff Position “Accounting for Suspended
Well Costs” (FSP 19-a). FSP 19-a, if adopted, would amend SFAS 19 to permit the continued
capitalization of exploratory well costs beyond one year if (a) the well found a sufficient
quantity of reserves to justify its completion as a producing well and (b) the entity is
making sufficient progress assessing the reserves and the economic and operating viability
of the project. If either condition is not met, or if an entity obtains information that raises
substantial doubt about the economic or operational viability of the project, the exploratory
well is assumed to be impaired, and its costs, net of any salvage value, would be charged to
expense. FSP 19-a provides a number of indicators that would be considered in order to
demonstrate that sufficient progress was being made in assessing the reserves and the
economic viability of the project.

Reclassifications. Certain reclassifications have been made to prior year balances in order
to conform to current year presentation.
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Note 2 Restructuring and Special Items

In April 2004, BP announced its intention to consolidate its olefins and derivatives business
{the O&D Business) of its Petrochemicals segment into a stand-alone entity able to operate
separately from the BP group. BP intends to divest the O&D Business, possibly starting with
an initial public offering in the second half of 2005, depending on market conditions and the
receipt of necessary approvals.

Effective January 1, 2005, the O&D Business will be included within the Corporate and Other
segment, and the remaining activities of the Petrochemicals segment, comprising the
aromatics and acetyls business, will be included within the Refining and Marketing segment.

The Petrochemicals results of operations for 2004 included charges of $483 million for asset
impairments related to the anticipated closure or divestiture of three chemical plants located
in the US. Exploration and Production results of operations for 2004 included charges of
$341 million for asset impairments related to a gas processing plant in the US, a field in the
Gulf of Mexico and interests in two production sharing contracts in Indonesia.

Exploration and Production results of gperations in 2003 included asset impairments of $830
million. This charge included $296 million for four fields in the Gulf of Mexico, $108 million
far a field in Indonesia, $105 million for a field in China, and $217 million for two fields in
Venezuela.
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Note 3 Acquisitions and Disposals

In 2004, BP reached an agreement with Solvay S.A. (Solvay) to acquire Solvay’s 51% share
of the BP Solvay Polyethylene North America joint venture for $379 million. The acquisition,
which resulted in the joint venture becoming a wholly owned subsidiary of the Company, did
not have a material effect on the Company’s results of operations.

In 2004, the Company divested its Fabrics and Fibers business and certain other US
Petrochemical assets. These divestments in total were not material to the Company’s
results of operations, as the sales proceeds approximated the carrying value of the assets.

In 2003, Repsol exercised its option to acquire an additional 20 percent interest in BP
Trinidad and Tobago LLC (BP Trinidad). As a resuit, the Company recognized a gain of $660
millien, and the Company’s interest in BP Trinidad is now 70 percent.

In 2003, the Company divested interests in @ number of exploration and production
properties. A package of Gulf of Mexico assets were sold to Apache Corporation. Interests
in 14 UK Southern North Sea gas fields, together with associated pipelines and onshore
processing facilities, were sold to Perenco for $120 million. These sales did not have a
significant impact on 2003 earnings, as the assets sold to Apache were written down in
2002, and the net boock value of the assets sold to Perenco approximated the sales
proceeds. The Company also disposed of its remaining interest in a Chicago office building
that was initially retained in a 1998 sale and leaseback transaction, and recognized a gain of
$120 million.

Note 4 Cash Flow Information

The Consolidated Statement of Cash Flows provides information about changes in cash and
cash equivalents. The Company considers all investments with original maturities of three
months or less to be cash equivalents. The effect of foreign currency exchange rate
fluctuations on total cash and cash equivalent balances was not significant.

Net cash provided by operating activities reflects cash payments for interest and income
taxes as follows.

Millions of Dollars - Year Ended December 31 2004 2003
Interest paid $ 657 $ 812
Income taxes paid, net of refunds 2,026 1,652

BP America pays US income taxes on behalf of the Company.
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Note 5 Financial Instruments

Fair Value

The carrying amount and fair value of the Company's financial instruments at December 31,
2004 and 2003, are shown in the table below. Bracketed amounts in the carrying amount
column represent liabilities or accruals recognized for potential cash outflows. Bracketed
amounts in the fair value column represent estimated cash outflows required to settle the
financial instrument at current market rates.

2004 2003
Carrying Fair Carrying Fair

Millions of Dollars - December 31 Amount Value Amount Value
Assets
Cash and cash equivalents $ 294 $ 294 $ 633 $ 633
Marketable securities 158 158 100 100
Liabilities
Short-term obligations (3,101) (3,101} (3,050) (3,050)
Long-term debt (including current

maturities) (4,954) {5,315) (5,147) {5,607)
Swap agreements
Interest rate 2 2 - -
Trading activities
Natural gas price contracts 543 543 330 330
Power price contracts 148 148 120 120
Oil price contracts (13) {13) 11 11

The carrying amount of assets and liabilities in the above table are included in the
Consolidated Balance Sheet under the indicated captions. The carrying amount of
derivative financial instruments is included in other current assets, accounts payable -
trade, other non-current assets or accruals and reserves, as appropriate in the Consolidated
Balance Sheet.

Amounts due from, or payable to affiliates are not included in the table. Such amounts are
reported in the Consolidated Balance Sheet at carrying amounts, which generally
approximate fair value.

The following methods and assumptions were used by the Company in estimating the fair
values of financial instruments.
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Cash and cash equivalents. The carrying amount reported in the Consolidated Balance
Sheet for cash and cash equivalents approximates fair value.

Marketable securities. Substantially all marketable securities are classified as available-
for-sale and reported at fair value, with unrealized holding gains and losses, net of tax,
reported in accumulated other comprehensive income.

Short-term obligations and long-term debt. The fair value of the Company’s non-
affiliate debt instruments was estimated using quoted prices, or where such prices were not
available, discounted cash flow analyses, based on the Company’s current incremental
borrowing rates for similar types of borrowing arrangements and maturities.

Derivative financial instruments. The fair value of derivative financial instruments was
based on quoted market prices, current settlement values or quoted market prices of
comparable instruments.

Derivative Financial Instruments

The Company enters into futures contracts, swap agreements, forwards and option
contracts to manage certain exposures to price fluctuations on hydrocarbon transactions.
These contracts are used to convert specific sales and purchase contracts from fixed to
market prices and to manage exposure to price differences between locations.

As part of its energy trading activities, the Company maintains active trading positions in a
variety of ocil, natural gas, and power price contracts. These derivatives are principally
comprised of futures contracts, swap agreements, forwards and option contracts.

Credit and Market Risk

Financial instruments involve, to varying degrees, credit and market risk. With regard to
credit risk, the Company would be exposed to loss in the event of nonperformance by a
counterparty. A significant portion of the Company’s receivables is due from other oil and
gas and chemical companies. Collection of these receivables could be influenced by
economic factors affecting these industries and the countries in which the Company and its
customers operate. The Company controls credit risk through credit approvals, limits, use
of netting arrangements and monitoring procedures. Counterparty credit validation,
independent of the dealers, is undertaken before contractual commitment. A majority of
the derivative financial instruments are either exchange traded or with major financial
institutions. The Company does not anticipate nonperformance by any significant
counterparties. The fair value of financial instruments with a positive fair vaiue represents
the Company’s exposure to credit risk.

Market risk is the possibility that a change in interest rates, currency exchange rates or the

price of oil, natural gas, or power will cause the value of a financial instrument to decrease,
or the obligations to becorme more costly to settle. When derivatives are used for the
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purpose of risk management, they do not expose the Company to incremental market risk
as gains and losses on the derivatives offset losses and gains on the underlying asset,
liabitity or transaction. When derivatives are entered into for trading purposes, the
exposure of the Company to market risk is limited to changes in their fair values.

Commitments and Guarantees

At December 31, 2004, the Company’s contractual commitments under throughput and take
or pay agreements amounted to $1,642 million. In addition, the Company has guaranteed
the performance of certain subsidiaries of the BP group that are not subsidiaries of the
Company. The most significant relate to guarantees to counterparties of physical trading
contracts entered into by an affiliate amounting to $988 million. The Company also
guarantees the loans of certain equity accounted affiliates totaling $380 million at December
31, 2004. Guarantees of outstanding loans of third parties amounted to $49 million at
December 31, 2004.

In order to provide liquidity for the Company’s employee savings plans, in 2004 the
Company agreed to advance the savings plans up to $200 million. Amounts borrowed by
the savings plans under a revolving loan facility do not bear interest and are repayable
within three days. At December 31, 2004, there were no amounts outstanding under the
agreement.

Note 6 Inventories

Millions of Dollars - December 31 2004 2003
Crude oil, natural gas and other petroleum products $ 1,946 $ 1,638
Chemical products 356 321
Materials, supplies and other 659 692

$ 2,961 $ 2,651

As a result of the use of the LIFO inventory valuation method, some inventories are
reported in the balance sheet at amounts less than current cost. Inventories carried under
the LIFO method represented approximately 60 percent of total year-end inventory carrying
values in 2004, and 57 percent in 2003. It is estimated that inventories would have been
approximately $3,486 million and $2,237 million higher than reported at December 31,
2004 and 2003, respectively, if the quantities valued on the LIFO basis were instead valued
at current, prices.
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Note 7 Investments in Affiliates

The Company conducts portions of its business through investments in companies
accounted for using the equity method. The equity affiliates are primarily engaged in
exploration and production in South America, transpeortation of crude oil and petroleum
products in the United States and petroleum and chemical operations in Asia. The following
table summarizes financial information for the Company’s equity affiliates combined, as well
as the Company’s proportionate interest in the affiliates.

Investee

Millions of Dollars ~ December 31 2004 2003
Current assets $ 3,769 $ 3,337
Other assets 13,359 10,528
Current liabilities 2,596 2,505
Qther (iabilities 4,045 3,242
Net assets $ 8,487 $ 3,118
—_——

Total revenues $ 7,329 $ 5,699
Income before income taxes 2,242 1,371
Net income 1,296 1,156

Company Share

Millions of Dollars — December 31 2004 2003
Carrying value of equity investments $ 4,516 $ 4,304
Other investments and loans 4,416 3,157
Total investments in affiliates $ 8,932 $ 7,461
Net income from equity investments % 550 $ 488

Dividends received from these investments amounted to $300 million in 2004 and $259
million in 2003. The Company's share of undistributed earnings of the equity affiliates
totaled $1,262 million and $947 million at December 31, 2004 and 2003, respectively.

Accounts and notes receivable in the Consolidated Balance Sheet included $41 million and
$112 million at December 31, 2004, and 2003, respectively, of amounts due from equity
investees. Accounts payable included $70 million and $55 million at December 31, 2004,
and 2003, respectively, of amounts due to equity investees.
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During 2004, a subsidiary of the Company acquired an additional 35,596 shares of preferred
stock of an affiliated company for $%$1,450 million. This investment is included in
investments in affiliates in the Consolidated Balance Sheet.

Note 8 Litigation and Contingencies

The Company is subject to numercus federal, state and local environmental laws and
regulations cconcerning its products, operations and other activities. These laws and
regulations may require the Company to take future action to remediate the effects on the
environment of prior disposal or release of chemicals or petroleum substances by the
Company or other parties. Such contingencies may exist for various sites including
refineries, chemical plants, cil fields, service stations, terminals and waste disposal sites. In
addition, the Company may have obligations relating to prior asset sales or closed facilities.
The ultimate requirement for remediation and its cost are inherently difficuit to estimate.
However, the reasonably estimable future costs of probable environmental obligations,
inciuding the Company’s probable costs for obligations for which the Company is jointly and
severally liable, and for assets or businesses that were previously disposed, have been
provided for in the Company's results of operations. These estimated costs represent the
amount of expenditures expected to be incurred in the future to remediate sites with known
environmental obligations. The accrued liability represents a reasonable best estimate of
the Company's remediation liability. While the amounts of future costs could be significant
and could be material to the Company’s results of operations in the period in which they are
recognized, the Company does not expect these costs to have a material effect on the
Company’s financial position or liquidity.

There were contingent liabilities at December 31, 2004, and 2003 in respect of guarantees
and indemnities entered into as part of the ordinary course of the Company’s business. No
material losses are likely to arise from such contingent liabilities.

The Company generally restricts its purchase of insurance to situations where this is
required for legal or contractual reasons. This is because external insurance is not
considered an economic means of financing losses for the Company. Losses will therefore
be borne as they arise rather than being spread over time through insurance premiums with
attendant transaction costs. The position is reviewed periodically.

Note 9 Short-Term Obligations

The Company's short-term obligations are primarily comprised of commercial paper and
variable rate industrial revenue municipal bonds. At December 31, 2004, and 2003,
commercial paper borrowings amounted to $1,083 million and $1,102 million and variable
rate industrial revenue municipal bonds amounted to $1,616 million and $1,601 miliion,
respectively. Variable rate industrial revenue municipal bonds outstanding at December 31,
2004 had maturities extending through 2038. While the bonds have specified maturities,
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holders can demand repayment on interest reset dates. Bonds tendered for repayment are
generally remarketed.

In December 2003, the Company received approximately $300 million as an advance
payment for natural gas that will be delivered over a ten-year periad. The payment and
accrued interest are included in short-term obligations in the Consoclidated Balance Sheet.
This obligation is reduced, and revenue recognized, as the natural gas is delivered to the
purchaser. The balance, including accrued interest, was $292 million at both December 31,
2004 and 2003.

Note 10 Accounts Payable
Accounts payable at December 31, 2004, and December 31, 2003, included liabilities in the

amount of $282 million and $299 million, respectively, for checks issued in excess of related
bank balances but not yet presented for collection.
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Note 11 Long-Term Debt

The Company's non-affiliate long-term debt resides principally with two subsidiaries, BP
Company North America Inc. and BP Canada Energy Company. The components of long-
term debt and year-end interest rates are summarized as follows.

Millions of Dollars - December 31 2004 2003

Non-Affiliate

Borrowings by BP Company North America Inc. and

subsidiaries
6.25% Notes due 2004 $ - $ 196
8.75% Notes due 2005 142 144
10.88% Notes due 2005 418 431
8.38% to 8.50% Notes due 2005 through 2007 163 165
6.50% to 6.96% Notes due 2006 through 2009 275 273
6.50% Notes due 2007 299 299
6.00% Notes due 2008 426 426
5.90% Notes due 2009 398 394
9.13% Notes due 2011 275 278
8.50% Notes due 2012 189 201
8.25% to 9.00% Notes due 2021 through 2022 84 90
8.75% to 9.13% Notes due 2031 through 2032 103 103
7.00% Notes due 2038 145 145
8.38% to 8.61% Series B Notes due 2011 through 2012 167 163
5.00% to 7.38% Bonds due 2008 through 2021 108 53
Other 50 51
Borrowings by BP Canada Energy Company
6.75% Debentures due 2005 300 300
8.98% Bonds due 2005 200 200
3.38% to 3.63% Debentures due 2007 through 2009 550 555
6.05% Debentures due 2030 88 64
Other 574 616
4,954 5,147
Less current maturities 1,154 205
$ 3,800 $ 4,942

Substantially all of the Company’s non-affiliate debt, including the short-term obligations
described in Note 9, has been guaranteed by BP.
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Annual maturities of non-affiliate long-term debt during the next five years are $1,154

million in 2005, $197 million in 2006, $783 million in 2007, $505 million in 2008, and $769
miltion in 2009.

Millions of Dollars - December 31 2004 2003
Affiliate
1.93% BP Capital loan due 2004 $ - $ 169
2.30% to 3.79% BP Capital loan due 2004 through 2008 _ 969 489
6.96% Revolving Credit Facility due 2005 1,401 -
2.67% to 7.06% BP International loans due 2005 through 2007 456 -
3.33% to 6.55% BP Asia Pacific loan due 2005 through 2010 218 189
1.87% CH-Twenty loan due 2008 1,103 1,093
5.40% BP Internaticnal loan due 2011 422 391
2.67% BP Capital loan due 2016 49 30
Other 54 148
4,672 2,519
Less current maturities 2,350 461

$ 2,322 $ 2,058

At December 31, 2004, the Company had a short-term revolving credit facility with BP
International Limited (BP International), a wholly owned subsidiary of BP, in the amount of
$1,520 million. Borrowings under the facility at December 31, 2004 were $1,401 million.

In addition, at December 31, 2004, the Company had long-term loan facilities with BP
International in the amount of $2,662 million, BP Capital VOF (BP Capital), a wholly owned
subsidiary of BP, in the amount of $1,747 million, CH-Twenty Inc. (CH-Twenty), a wholly
owned subsidiary of BP, in the amount of $1,332 million and BP Asia Pacific Holdings Ltd (BP
Asia Pacific), a wholly owned subsidiary of BP, in the amount of $252 million.

Annual maturities of affiliate long-term debt during the next five years are $2,350 million in
2005, $313 million in 2006, $186 in 2007, $1,153 in 2008 and $0 in 2009.
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Note 12 Non-Current Accruals and Reserves

Millions of Dollars - December 31 2004 2003
Accrued dismantlement, restoration and reclamation costs $ 1,596 ¢ 1,588
Other environmental accruals 873 899
Employee benefit accruals 2,285 2,412
Other non-current liabilities 1,513 1,585

$ 6,267 $ 6,484

As discussed in Note 1, the Company adopted SFAS 143 effective January 1, 2003, Upon
adoption of SFAS 143, the existing provision for dismantlement, restoration and reclamation
costs was reversed, and a new provision under SFAS 143 was recognized.

The following table summarizes the changes to the Company's accrued dismantlement,

restoration and reclamation costs:

Millions of Dollars 2004 2003
Balance at January 1 $ 1,588 $ 1,259
Liabilities incurred 131 486
Liabilities settled (204) (243)
Accretion expense 89 85
Revisions in estimated cash flows (8) 1
Balance at December 31 $ 159 $ 1,588
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Note 13 Leases

The Company leases various types of properties, including service stations, tankers,
buildings, railcars and other facilities, some of which are subleased to others. Some of the
leases and subleases provide for contingent rentals based on refined product throughput.

Summarized below, as of December 31, 2004, are future minimum rentals payable and
related sublease rental income for non-cancelable capital and operating leases.

Capital Operating
Millions of Dollars Leases Leases
Rentals Rentals Rental
Payable Payable Income
2005 $ 39 $ 488 $ 54
2006 32 376 39
2007 26 298 34
2008 26 265 32
2009 27 239 31
Thereafter 107 939 98
Total minimum lease payments 257 $ 2,605 $ 288
Less - amounts representing interest 89
Capitalized lease obligations $ 168
Current % 26
Long-term 142
$ 168

Rental expense and related rental income applicable to operating leases are summarized
below. .

Millions of Dollars - Year Ended December 31 2004 2003
Minimumm rental expense $ 598 $ 544
Less - related rental income 46 51
Net rental expense $ 552 $ 493
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Note 14 Foreign Currency

A foreign currency loss of $15 million was reflected in income in 2004, compared with a gain
of $830 million in 2003. In addition, a net translation gain of $214 miilion and loss of $33
million for 2004 and 2003, respectively, were reflected as foreigh currency translation
adjustments in sharehoider’s equity.

Note 15 Interest Expense

The Company capitalizes interest cost related to the financing of major projects under
development. All other interest is expensed as incurred.

MiHions of Dollars - Year Ended December 31 2004 2003
External financing $ 419 $ 430
Affiliates 1,156 694
Other 48 12

1,623 1,135
Less - capitalized interest 137 107
Net interest expense $ 1,486 $ 1,029

Affiliate interest expense primarily results from the Company’'s affiliate borrowings. In
addition, certain affiliate accounts payable and other amounts due to affiliates are interest
bearing. )

Note 16 Research and Development Expenses

Research and development costs are expensed as incurred and amounted te $203 million in
2004 and $149 million in 2003.
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Note 17 Taxes

Millions of Dollars - Year Ended December 31 2004 2003

Income tax expense (benefit)

Federal
Current $ 1,846 $ 1,058
Deferred (43) {109)
Foreign
Current 2,077 1,808
Deferred {110) (385)
State and Local
Current 202 172
Deferred 25 (37)

$ 3,997 $ 2,507

The provision for income taxes differs from the amount computed by applying the statutory
income tax rate as follows.

Millions of Dollars - Year Ended December 31 2004 2003

Pre-tax income:

U.S. source £ 6,486 $ 4,219
Foreign source 4,681 5,042

$ 11,167 $ 9,261

Income tax provision at U.S. statutory rates $ 3,908 $ 3,241
Foreign taxes, net of Federal income tax benefit 329 (395)
State income taxes, net of Federal income tax benefit 148 87
Tax credits (61) (57)
Carryforward utilization and prior tax year adjustment (396) (355)
Other 69 {14)
$ 3,897 $ 2,507
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Millions of Dollars - Year Ended December 31 2004 2003

Taxes other than income taxes

Excise $ 7,314 $ 7,176
Production and severance 649 556
Real estate, personal property and other 177 146

$ 8,140 $ 7,878

The Company'’s results of operations are included in the consolidated federal income tax
return filed by BP America. Federal income tax payments are made by, and any related
refunds are received by, BP America. The Company’s federal income tax provision is based
upon the regular taxable income of the Company, with applicable current and deferred
income taxes determined as if the Company filed its tax return on a separate return basis.

At December 31, 2004, and 2003, the major compeonents of deferred tax assets and
liabilities were as follows.

Millions of Dollars - Year Ended December 31 2004 2003

Deferred tax liabilities

Accelerated depreciation, depletion and amaortization $ 12,425 $ 12,634
Qther 1,501 1,189
13,926 13,823

Deferred tax assets

Tax credit carryforwards 536 488
Postretirement benefits 161 270
Other employee benefits 680 615
Environmental and restoration costs 914 969
Other 255 38
Gross deferred tax assets 2,546 2,380
Deferred tax asset valuation allowance (536) (488)

2,010 1,892

Net deferred tax liability $ 11,916 $ 11,931

Undistributed earnings of certain foreign subsidiaries and joint venture companies
aggregated $1,982 million on December 31, 2004, which, under existing law, will not be
subject to US tax until distributed as dividends. The Company currently intends to
indefinitely reinvest $1,260 million of those earnings in foreign operations. The remainder
is anticipated to be distributed to the Company. Any taxes paid to foreign governments on
those earnings may be used in whole or in part as credits against the US tax on any
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dividends distributed from such earnings. It is not anticipated that any incremental US tax
will result upon distribution.

The Company has $536 million of foreign tax credit carryforwards for US income tax
purposes. If unused, these credits are scheduled to expire in 2009 through 2014.

Note 18 Pension and Other Postretirement Benefits

The Company’s parent, BP America, and its subsidiaries have a number of defined benefit
pension plans covering most employees. The Company and its subsidiaries participate in
these plans and the Company is the sponsor of the plans.

Plan benefits are generally based on length of service and level of compensation.
Substantiatly all of the costs associated with the plans are borne by BP America and its
subsidiaries. Contribution amounts are determined by independent actuaries using an
actuarial cost method that has an objective of providing an adequate fund to meet pension
obligations as they mature.

In addition, BP America and its subsidiaries provide certain health care and life insurance
benefits for retired employees. Costs borne by the Company for retirees are based on age
and length of service at retirement. The health care benefits are provided through insured
and self-insured plan arrangements.

The amounts in the following tables relate to the BP America plans. The Company is charged

its proportionate share of costs under the plans and reflects its proportionate share of
assets and obligations in its Consolidated Balance Sheet.
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Postretirement

Pension Benefits Benefits
Millions of Dollars 2004 2003 2004 2003
Change in benefit obligation
Obligation at beginning of year $ 8,126 $ 7,078 $ 4,182 $ 4,345
Service cost 219 183 61 56
Interest cost 468 455 243 262
Acquisitions 21 - 13 -
Divestments (145) - - -
Plan amendments - 13 (4) (648)
Settlements, curtailments & other - (11) (19) (7)
Benefits paid (328) (324) (217) (220)
Settlements paid (274) (364) - -
Actuarial loss {gain) 173 1,096 (516) 394
Obligation at end of year $ 8,260 $ 8,126 $ 3,743 $ 4,182
Change in plan assets
Fair value at beginning of year $ 7,167 $ 4,391 $ 33 $ 33
Acquisitions 7 - - -
Divestments (62) - - -
Actual return on plan assets 957 1,178 2 5
Employer contributions 56 2,256 - -
Benefits paid {307) (305) (5) (5)
Settlement payments {262) (353) - -
Fair value at end of year $ 7,556 $ 7,167 $ 30 $ 33
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Postretirement

Pension Benefits Benefits

Millions of Dollars 2004 2003 2004 2003
Recanciliation of funded status
Funded status $  (704) $  {959) $ (3,713) $ (4,149)
Unrecognized transition amount {2) (2) - -
Unrecognized prior service cost 81 84 (582) (651)
Unrecognized net |loss 3,592 4,055 1,165 1,843
Net amount recognized $ 2,967 $ 3,178 $ (3,130) $ (2,957)
Balance sheet components
BP America
Prepaid benefit cost $ 3,115 $ 3,354 $ - $ -
Accrued bhenefit liability (433) (484) (3,130) (2,957)
Intangible asset 18 20 - -
Accumulated other

comprehensive income 267 288 - -
Net amount recognized $ 2,967 $ 3,178 $ (3,130) $ (2,957)
Components of net periedic cost
BP America
Service cost $ 219 $ 183 $ 61 $ 56
Interest cost 468 455 243 262
Expected return on plan assets {600) (489) (2) (2)
Settlements, curtailments and

other (1 4 {2) (11)
Amortization of unrecognized

transition obligation (1) - - -
Amortization of prior service cost 7 7 (70) (36)
Amortization of unrecognized net

loss 244 138 141 113
Net periodic cost % 336 $ 298 $ 371 $ 382

Employer contributions and benefit payments for unfunded plans are not included in the
change in plan assets. Such benefits are paid out of general corporate assets.

The BP America accumulated benefit obligation for all defined benefit pension plans was
$7,700 million and $7,542 million at December 31, 2004 and 2003, respectively.
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The BP America accumulated benefit obligation and fair value of plan assets for pension
plans with accumulated benefit obligations in excess of plan assets were $699 million and
%384 million, respectively, as of December 31, 2004, and were $891 million and $475
million, respectively, as of December 31, 2003.

The BP America projected benefit obligation and fair value of plan assets for pension plans
with projected benefit obligations in excess of plan assets were $8,260 million and $7,556
million, respectively, as of December 31, 2004 and were $8,126 million and $7,167 million,
" respectively, as of December 31, 2003.

The decrease in the minimum liability for BP America, included in its other comprehensive
income, for the years ended December 31, 2004 and 2003 amounted to $21 million and
%$2,928 million, respectively.

On December 8, 2003, the Medicare Prescription Drug, Improvement and Modernization Act
of 2003 (the Medicare Act) was enacted in the US. The provisions of the Medicare Act
provide for a federal subsidy for plans that provide prescription drug benefits to Medicare-
eligible retired employees and meet certain qualifications. Alternatively, the Medicare Act
allows prescription drug plan sponsors to coordinate with the Medicare benefit. As a result
of the Medicare Act, the postretirement benefit obligation was reduced by $577 miliion at
December 31, 2004. The reduction in the postretirement obligation was recognized as an
actuarial gain.

During 2003, BP America revised certain postretirement benefit plan provisicns relating to
retiree medical benefits. As a result of these plan amendments, the postretirement benefit
plan obligation was reduced by $648 million.

Assumptions

Postretirement
Pension Benefits Benefits
2004 2003 2004 2003
Weighted-average assumptions
as of December 31
Used to determine benefit
obligations
Discount rate 5.75% 6.00% 5.75% 5.00%
Compensation increase 4.00 4.00 - -
Used to determine net
periodic benefit cost
Discount rate 6.00% 6.75% 6.00% 6.75%
Expected retumn on assets 8.00 8.00 8.00 8.00
Compensation increase 4.00 4.00 - -
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The expected return on plan assets reflects management’s expectations of the long-term
average returns of each asset class, weighted by the anticipated allocation of pension assets
to that asset class. Various independent market forecasts and information are considered
when developing the expected return including long-term historical returns, current and
expected market conditions and investment strategy.

Beneficiaries Beneficiaries
Under 65 Over 65
2004 2003 2004 2003

Assumed health care cost trend
rates at December 31

Health care cost trend rate assumed

for next year 9% 11% 12% 14%
Rate to which the cost trend rate is

assumed to decline - the

ultimate trend rate 5% 5% 6% 6%
Year that the rate reaches the
ultimate trend rate 2008 2009 2008 2009

Assumed health care cost trend rates have a significant effect on the amounts reported for
postretirement benefit plans. A one-percentage point change in assumed health care cost
trend rates would have the following effects.

One-percentage point

Millions of Dollars Increase Decrease
Effect on total service and interest cost for 2004 $ 50 $ (39).
Effect on year end 2004 postretirement benefit obligation 454 {371)
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Plan Assets

Pension plan asset allocations at December 31, 2004 and 2003, by asset category, are as
follows.

2004 2003

Millions of Dollars - December 31 Assets Percent Assets Percent
Asset Category

Domestic equity $ 4,092 549% $ 3,919 55%
International equity 1,800 24 1,593 22
Fixed income 1,168 15 1,109 15
Cash 67 1 149 2
QOther 429 6 397 6
Total $ 7,556 100% $ 7,167 100%

Pension plan assets are held in a trust. The primary objective of the trust is to accumulate
a pool of assets sufficient to meet the obligations of the various plans. The Company
invests the assets of the trust in a manner consistent with its fiduciary obligations and
principles that reflect current practices in portfolio management.

In order to provide reasonable assurance that no single security or type of security has an
unwarranted impact on the total portfolio, the investment portfolic is diversified by asset
class exposure. The long-term target asset allocation policy for the majority of BP America
plans is as follows.

Asset Category Policy Target
Domestic equity . 55%
International equity 20
Fixed income 18
Cash -
Other 7

Variations from the target policy mix are adjusted through the allocation of annual
contributions and withdrawals, transfers between asset classes and through derivatives.
Direct investment of trust assets in either securities or real property of the Company or any
affiliate is generally prohibited.
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Postretirement benefit plan asset allocations at December 31, 2004 and 2003, by asset
category, are as follows.

2004 2003
Millions of Dollars - December 31 Assets Percent Assets Percent
Asset Category
Equities $ 21 70% $ 24 73%
Fixed income 9 30 9 27
Total $ 30 100% $ 33 100%
Cash Flows
Contributions

The Company does not expect to make any contributions to its pension plans during 2005.

Estimated future benefit payments

The expected benefit payments, which reflect expected future service, as appropriate, and
the expected subsidy receipts through 2014 are as follows.

Pension Postretirement  Subsidy
Millions of Dollars - Year Ended December 31 Benefits Benefits Receipts
2005 $ 567 $ 253 $ -
2006 585 237 24
2007 606 240 25
2008 623 239 27
2009 638 242 28
Years 2010 through 2014 3,862 1,250 155

Defined Contribution Plans

Most employees are eligible to participate in defined contribution plans by contributing a
portion of their compensation. The Company and its subsidiaries match contributions up to
specified percentages of each employee’s compensation. Company contributions were $138
million in 2004 and $127 millien in 2003.
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Note 19 Transactions with BP and Subsidiaries

The Company and its subsidiaries have transactions in the ordinary course of business with
its parent and with other members of the BP group. Such transactions include the sale of
crude oil, petroleum products, chemicals and other goods and services amounting to
$19,390 million in 2004 and $14,356 million in 2003, and purchases of similar items
amounting to $26,360 million in 2004 and $18,253 million in 2003. In addition, the
Company engaged in transactions with BP group companies resulting in other operating
revenues of $396 million in 2004 and $362 million in 2003.

BP group financing transactions resulted in interest income of $1,607 million and interest
expense of $1,156 million in 2004, compared with $1,045 million interest income and $694
million interest expense in 2003. This interest expense results from long-term debt -
affiliates. In addition, certain accounts payable - affiliates and amounts due to affiliates
balances are also interest bearing.

A subsidiary of the Company paid dividends on preferred stock of a subsidiary company to
the BP group of $892 million and $839 million in 2004 and 2003, respectively. The
preferred stock relates to the 2001 and 2003 transfers of various assets, liahilities and
ownership interests in certain other BP subsidiaries to subsidiaries of the Company in
exchange for preferred stock of BP Company, a wholly owned subsidiary of the Company.
Additionally, in 2004 the Company paid dividends on its commeon stock to the BP group of
$35 million. No dividends were paid on the Company’s common stock in 2003.

The Company received dividends from the BP group of $96 million and $57 million in 2004
and 2003, respectively.

In December 2003, the Company and BP International entered intc a Services Agreement
(the Services Agreement) acknowledging that each routinely provides certain
administrative, financial, professional and other services for the benefit of the other party.
Under the Services Agreement, which provided a January 1, 2003 commencement date, the
Company and BP International agreed to continue to provide such services in consideration
for which they shall receive reimbursement for all direct and indirect costs incurred in the
provisioning of the services. Accordingly, in 2004 and 2003 the Company recorded net
charges of $322 milliecn and $136 million, respectively, related to services received from BP
International during the year. Furthermore, the Company and BP International agreed to
reimburse each other for services rendered during 2001 and 2002, Accordingly, the
Company recorded an additional net charge of $262 million against earnings in 2003.

In 2001, the Company entered into an option agreement with BP under the terms of which
the Company's investment in Lukoil would be transferred to BP at a specified price. The
option agreement, which included an interest rate swap, was entered into in connection with
BP's issuance of debt convertible into Lukoil shares. In February 2003, in connection with
the holders of the debt electing to exchange the BP bonds for Lukoil shares, the Company’s
remaining investment in Lukoil was transferred to BP. The transfer resufted in a pre-tax
gain of $66 miliion, which is included in the Company’s sales and operating revenue for
2003.
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Note 20 Segment and Geographic Data

The Company operates worldwide in the petroleum and chemical industries, in four industry
segments. Reportable segments are differentiated by the nature of the activities that each
undertakes and the products they manufacture and market.

Exploration and Production activities include oil and natural gas, exploration, field
development and production, gas processing and marketing and pipeline transportation.
Refining and Marketing activities include oil supply and trading, refining and marketing, and
the marketing of Canadian crude cil and sulfur. The Petrochemicals segment manufactures
and sells various petroleum-based chemical products. Gas, Power and Renewables activities
include marketing and trading of natural gas, liquefied natural gas, natural gas liquids and
power, the development of international opportunities that monetize upstream gas
resources and involvement in select power projects.

Corporate and Other activity is principally comprised of interest and general corporate
expenses, the results of investments in real estate interests, technology companies and
other activities.

In 2004, the Company realigned its segment information to include as part of its Gas, Power
and Renewables segment the Company’s natural gas liquids operations that were previously
reported within the Exploration and Production segment. Segment information for 2003 has
been restated to reflect this realignment.

Intersegment and intergeographic sales are accounted for at prices that approximate
market prices. Income taxes are generally assigned to the operations that give rise to the
tax effects.

Identifiable assets are those used in the operations of each segment or area, including
intersegment or intergeographic receivables. Corporate assets include cash, marketable
securities, notes and amounts due from affiliates, and the unamortized cost of purchased

tax benefits.
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Exploration Refining Gas,
and and Petro- Power and Corporate

Millions of Dollars Production Marketing chemicals Renewables and Other Total
Year 2004
Revenue from external

customers $ 10,007 $ 72,165 $ 8,981 $ 69,597 % 665 % 161,415
Excise taxes 28 7,286 - - - 7,314
Intersegment revenues 11,058 2,401 9 2,157 -
Equity in earnings of

others 360 47 78 2 63 550
Total revenues $ 169,279
Income before interest

and income taxes $ 8,983 $ 1,567 $ (183) % 816 $ (326) $ 10,857
Interest expense - - - - (1,486) (1,486)
Interest income - - - - 1,796 1,796
Income tax (provision)

benefit (3,113) {233) 289 (447) (493) (3,997)
Dividends on preferred

stack of subsidiary - - - - (892) (892)
Minority interest (281) {412) (33) - - (726)
Net income {loss) $ 5589 % 922 $ 73 $ 369 $ (1,401) $ 5,552
Investments in

affiliates $ 7,837 § 498 $ 546 $ 36 $ 15 $ 8,932
Goodwill 4,705 1,987 1 26 16 6,735
QOther segment assets 41,370 15,092 8,165 13,419 93,878 171,924
Total assets $ 187,591
Depreciation and

related charges $ 3,885 $ 1,141 $ 1,034 % 165 $ 26 % 6,251
Capital expenditures 5,055 1,044 352 156 84 6,691
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Exploration Refining Gas,
and and Petro- Power and Corporate

Millions of Dollars Production Marketing chemicals Renewables and Other Total
Year 2003
Revenue from external

customers $ 9,462 $ 60,426 $ 7,616 $ 52,900 $ 750 ¢ 131,154
Excise taxes 25 7,151 - - - 7,176
Intersegment revenues 9,345 1,444 23 2,092 -
Equity in earnings of

others 342 71 24 2 49 488
Total revenues $_ 138,818
Income before interest

and income taxes $ 7,713 $ 78 $ 189 $ 492 $ 705 $ 5,177
Interest expense - - - - (1,029) (1,029)
Interest income - - - - 1,113 1,113
Income tax {provision)

benefit {2,305) 34 89 (202) (123) (2,507}
Dividends on preferred

stock of subsidiary - - - - (839) (839)
Minority interest (306) 56 - - - (250)
Cumulative effect of

accounting change - - - - (1) (1)
Net income (lgss) $ 5,102 $ 168 % 278 g 290 $ (174) § 5,664
Investments in

affiliates $ 6,066 $ 520 $ 819 $ 37 $ 19 $ 7,461
Goodwill 4,705 1,987 1 26 16 6,735
Other segment assets 41,889 14,526 9,301 9,535 73,996 149,247
Total assets $ 163,443
Depreciation and

related charges $ 5,040 $ 996 $ 440 $ 114 $ 46 $ 6,636
Capital expenditures 5,262 1,179 345 204 81 7,071
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Information by Geographic Area

2004 2003
Property, Property,
Plant & Plant &
Mitlions of Dollars Revenues _Equipment Revenues Eguipment
United States $ 133,036 $ 34,692 $ 107,789 $ 35,066
Canada 27,676 2,274 21,660 2,615
Europe 2,909 5,197 2,715 5,209
Central & South America 2,279 2,622 3,213 2,418
QOther 3,379 6,929 3,441 6,044
Total $ 169,279 $ 51714 $ 138,818 $ 51,352
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OIL AND GAS EXPLORATION AND PRODUCTION ACTIVITIES

The tables that follow provide suppiemental information about oil and gas exploration and
production activities as defined by SFAS No. 69, "Disclosures about Qil and Gas Producing
Activities.” This information excludes activities associated with the marketing of natural
gas. Gains or losses from retirements or dispositions of property, plant and eguipment are

also excluded.

Results of Operations for Oil and Gas Producing Activities

Central
United & South World-
Millions of Doliars States Canada Europe  America Other wide
2004
0il and gas production
revenues;
From consolidated
subsidiaries 9,058 $ 1,044 135 $ 821 s - $ 11,058
From ynconsolidated
affiliate and unaffitiated
entities 726 65 2,294 1,575 1,958 6,618
Total revenues 9,784 1,109 2,429 2,396 1,958 17,676
Production costs:
Taxes other than income 277 2 78 231 61 649
Other production costs 1,094 156 273 135 565 2,223
Exploration expenses 284 31 10 63 42 430
Depreciation, depletion
and amortization
expense 2,296 157 604 455 181 3,693
Other costs 1,251 353 36 73 136 1,849
Total costs 5,202 699 1,001 957 985 8,844
Operating profit 4,582 410 1,428 1,439 973 8,832
Income tax expense 1,343 170 503 746 391 3,153
Minority interest - - 96 148 37 281
Results of operations 3,239 $ 240 829 $ 545 $ 545 $ 5,398

Equity Interest

242
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Central
United & South World-
Millions of Dollars States Canada Europe America Other wide
2003
Qil and gas production
revenues:
From consolidated
subsidiaries $ 7,221 $ 1,112 $ 117 $ 782 % - $ 9,232
from unconsolidated
affiliate and unaffiliated
entities 2,301 29 1,938 1,228 2,008 7.504
Total revenues 9,522 1,141 2,055 2,010 2,008 16,736
Production costs:
Taxes other than income 264 1 55 187 49 556
Other production costs 1,052 226 249 209 312 2,048
Exploration expenses 178 26 24 41 84 353
Depreciation, depletion
and amortization
expense 2,927 147 776 268 658 4,776
Other costs 1,383 296 34 117 52 1,882
Total costs 5,804 696 1,138 8§22 i,155 9,615
Operating profit 3,718 445 917 1,188 853 7,121
Income tax expense 1,238 154 217 433 118 2,160
Minority interest - - 82 197 27 306
Results of operations $ 2,480 $ 291 $ 618 $ 558 $ 708 % 4,655
Equity Interest 298

Qil and gas production revenues reflect the market prices of net production sold or
transferred, with appropriate adjustments for royalties, net profits interest and other
contractual provisions. Taxes other than income include production and severance taxes.
Other production costs are lifting costs incurred to operate and maintain productive wells
and related equipment, including such costs as operating labor, repairs and maintenance,
materials, supplies and fuel consumed. Also included are operating costs of field natural
gas liquids plants. Production costs include related administrative expenses and
depreciation applicable to support equipment associated with production activities,

Exploration expenses include the costs of geological and geophysical activity, carrying and
retaining undeveloped properties and drilling exploratory wells determined to be non-
productive. Depreciation, depletion and amortization expense relates to capitalized costs
incurred in acquisition, exploration and development activities and dees not include
depreciation applicable to support equipment. Included in other related costs are
significant, non-recurring items and purchases of natural gas for field natural gas liquids
plants.
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Income taxes are generally assigned to the operations that give rise to the tax effects.
Results of operations do not include interest expense and general corporate amounts nor
their associated tax effects.

Standardized Measure of Discounted Future Net Cash Flows
Relating to Proved Oil and Gas Reserves

The standardized measure of discounted future net cash flows relating to proved oil and gas
reserves is prescribed by SFAS No. 69. The statement requires measurement of future net
cash flows through assignment of a monetary value to proved reserve quantities and
changes therein using a standardized formula. The amounts shown are based on prices and
costs at the end of each period, legislated tax rates and a ten percent annual discount
factor. Because the calculation assumes static economic and political conditions and
reguires extensive judgment in estimating the timing of production, the resultant future net
cash flows are not necessarily indicative of the fair market value of estimated proved
reserves, but provide a reference point that may assist the user in prejecting future cash
flows,

Summarized on the following pages is the standardized measure of discounted future net
cash flows relating to proved oil and gas reserves at December 31, 2004 and 2003. The
amount shown for equity interest represents the Company’s proportionate economic interest
in the estimated discounted future net cash flows of equity affiliates.
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Central
United & South World-

Millions of Dallars States Canada Europe America Other wide
December 31, 2004
Future cash inflows $ 117,328 §$ 7,607 $ 27,519 $ 35,453 ¢ 44,645 $ 232,552
Future development and

production costs 30,477 4,187 8,985 11,407 15,933 70,989
Future income taxes 28,474 1,073 12,455 13,111 8,367 63,480
Future net cash flows 58,377 2,347 6,079 10,935 20,345 98,083
Ten percent annual

discount 26,989 991 2,450 5,092 9,824 45,346

Discounted net cash flows $ 31388 $ 1356 $ 3629 ¢ 5843 ¢ 10521 $ 52,737

Equity Interest S 3981
December 31, 2003
Future cash inflows $ 112,266 ¢ 9,605 $ 21,420 $ 37,782 ¢ 31,056 $ 212,129
Future development and

production costs 24,828 5,003 7,902 10,687 9,468 57,888
Future income taxes 30,069 1,472 8,140 14,021 5,871 59,573
Future net cash flows 57,369 3,130 5,378 13,074 15,717 94,668
Ten percent annual

discount 26,529 1,672 2,112 6,932 7,225 44, 470

Discounted net cash flows $ 30,840 $ 1,458 ¢ 3266 $ 6,142 ¢ 8492 $ 50,198

Equity Interest : $ 3,112

Minority interest in discounted future net cash flows in Norway, Trinidad, and Algeria
approximated $961 million, $1,564 million, and $881 million in 2004 and $713 million,
$1,664 million, and $889 million in 2003, respectively.

Future cash inflows are computed by applying the year-end prices of oil and gas to proved
reserve quantities as reported under “Estimated Proved Reserves”. Future price changes
are considered only to the extent provided by contractual arrangements. Future
development and production costs are estimated expenditures to develop and produce the
proved reserves based on year-end costs and assuming continuation of existing economic
conditions. Future income taxes are calculated by applying appropriate statutory tax rates
to future pre-tax net cash flows from proved oil and gas reserves less recovery of the tax
basis of proved properties, and adjustments for permanent differences.
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Statement of Changes in Standardized Measure
of Discounted Future Net Cash Flows

The following table details the changes in the standardized measure of discounted future net
cash flows for the two years ended December 31, 2004.

Millions of Dollars 2004 2003
Balance at January 1 $ 50,198 $ 47,779
Changes resulting from:

Sales and transfers of oil and gas produced, net of production

costs {14,149) {14,315)
Net changes in prices, and development and production costs 11,870 7,182
Current year expenditures for development 4,431 4,605
Extensions, discoveries and improved recovery, less related

costs 2,131 8,224
Sales of reserves in place (482) (4,266)
Revisions of previous quantity -estimates (6,597) (7,375)
Accretion of discount 5,020 4,778
Net change in income taxes 1,108 4,509
QOther (793) {923)
Balance at December 31 $ 52,737 $ 50,198

The prices of crude oil and natural gas have fluctuated over the past several years, which
affects the computed future cash flows over the period shown. Because the price of crude
oil and natural gas is likely to remain volatile in the future, price changes can be expected
to continue to significantly affect the standardized measure of discounted future net cash
flows.
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Estimated Proved Reserves

Net proved reserves of crude oil (including condensate), NGL and natural gas at the
beginning and end of 2004 and 2003, with the detail of changes during those years, are
presented on the following pages. Reported quantities include reserves in which the
Company holds an economic interest under production-sharing and other types of operating
agreements with foreign governments, The estimates were prepared by Company
engineers and are based on current technology and economic conditions. The Company
considers such estimates to be reasonable and consistent with current knowledge of the
characteristics and extent of proved production. These estimates include only those
amounts considered to be proved reserves and do not include additicnal amounts that may
result from extensions of currentlty proved areas, or amounts that may result from new
discoveries in the future, or from application of secondary or tertiary recovery processes not
vet determined to be commercial. Proved developed reserves are those reserves that are
expected to be recovered through existing wells with existing equipment and operating
methods. The amounts shown for affiliates represent the Company's proportionate
econemic interest in estimated proved reserves of equity affiliates,

Estimates of proved reserves as of December 31, 2004 reflect year-end prices and, in
certain situations, are based on different applications of certain interpretations and
regulations of the Securities and Exchange Commission than the estimates that were
disclosed in prior years. Estimates of proved reserves for 2003 have not been revised.
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Consolidated
Central
United & South Equity World-

Millions of Barrels States Canada Europe America Other Total Interest wide
Proved reserves
January 1, 2003 2,036 49 452 386 668 3,591 396 3,987
Revisions of previous

estimates (255) (3} (1) (24) 28 (255) 9 (246)
Improved recovery

applications 77 - 8 1 2 a8 42 130
Extensions,

discoveries and

other additions 231 - 16 - 222 469 5) 475
Sales of reserves in

place (164) - (39) (13) (24} (240) {5) (245)
Production (124) {5) 47) (41) (51) (268) (26) (294)
December 31, 2003 1,801 41 389 309 845 3,385 422 3,807
Revisions of previous

estimates (21) {6) 46 (61) (243) (285) (4) (289)
Improved recovery

applications 46 - 5 31 10 92 17 109
Extensions,

discoveries and

other additions 13 i 1 4 140 159 1 160
Sales of reserves in

place {186) (10) - - - (26) - (26)
Production (110) (1) (43) (34) (39) (230) (28)  (258)
December 31, 2004 1,713 22 398 249 713 3,095 408 3,503
Proved developed
reserves
December 31, 2002 853 47 346 227 266 1,739 220 1,959
December 31, 2003 713 39 291 187 220 1,450 261 1,711
December 31, 2004 770 21 283 142 181 1,397 261 1,658

Minority interest in proved reserves for 2004 and 2003 included 203 million and 208 million
barrels of crude oil, respectively.
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SUPPLEMENTAL INFORMATION (continued)

2003 Restated for Reorganization

Natural Gas Reserves

Consolidated
Central

Billions of Cubic United & South Equity World-
Feet States Canada Europe America Qther Total Interest wide
Proved reserves
January 1, 2003 12,333 1,556 1,269 16,050 6,115 37,323 2,945 40,268
Revisions of previous

estimates (777) (248) 32 (672) (423) (2,088} 186 {1,902)
Improved recovery

applications 2,083 1 17 254 27 2,387 35 2,422
Extensions,

discoveries and

other additions 293 61 1,213 3 - 1,570 12 1,582
Purchases of reserves

in place 1 - - - - 1 - 1
Sales of reserves in

place (200) (12) (250) - {1,229) (2,391) (481) (2,872)
Production (1,130) (154) (189} (622) {316) (2.411) (143) (2,554)
December 31, 2003 11,903 1,204 2,092 15,018 4,174 34,391 2,554 36,945
Revisions of previous

estimates {5) (91) 148 (1,782) 222 {(1,508) 227 (1,281)
Improved recovery

applications 870 4 9 71 67 1,021 22 1,043
Extensions,

discoveries and

other additions 140 37 5 954 2,714 3,850 - 3,850
Purchases of reserves

in place 3 2 - - - 5 - 5
Sales of reserves in

place (202) (92) - - {150) {444) - (444)
Production {1,007) {134) {148) {(706) (314) (2,309} {170) (2,479)
December 31, 2004 11,702 930 2,106 13,555 6,713 35006 2,633 37,639
Proved developed
reserves
December 31, 2002 10,074 1,380 1,100 3,218 2,075 17,847 1,506 19,353
December 31, 2003 9,357 1,124 768 2,839 1,576 15,664 1,625 17,289
December 31, 2004 8,432 874 725 3,011 1,832 14,874 1,564 16,438

Minority interest in proved reserves for 2004 and 2003 included 5,505 billion and 5,896
billion cubic feet of natural gas, respectively.
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SUPPLEMENTAL INFORMATION (continued)

Capitalized Costs

2003 Restated for Reorganization

The following table summarizes capitalized costs for oil and gas exploration and production
activities, and the related accumulated depreciation, depletion and amortization.

Central
United & South World-

Millions of Dollars States Canada Europe America Other wide
December 31, 2004
Unproved properties
Gross assets $ 457 137 % 182 % 58 $ 1,185 §$ 2,019
Accumulated amortization 181 32 - 35 96 344
Net assets 276 105 182 23 1,089 1,675
Proved properties
Gross assets 25,040 2,728 11,006 5,542 12,879 57,195
Accumulated

depreciation, depletion 5,754 1,583 7,665 3,089 8,584 26,675
Net assets 19,286 1,145 3,341 2,453 4,295 30,520
Net capitalized costs $ 15,562 1,250 ¢ 3523 § 2476 $ 5,384 $ 32,195
Equity Interest $ 3,191
December 31, 2003
Unproved properties
Gross assets $ 436 134 % 273 % 86 $ 1,684 ¢ 2,613
Accumulated amortization 188 26 22 65 98 399
Net assets 248 108 251 21 1,586 2,214
Praoved properties
Gross assets 25,560 3,020 10,408 5,232 12,864 57,084
Accumulated

depreciation, depletion 6,409 1,733 6,931 2,852 8,988 26,913
Net assets 19,151 1,287 3,477 2,380 3,876 30,171
Net capitalized costs $ 19,399 1,395 ¢$ 3,728 ¢ 2401 ¢ 5462 ¢ 32,385
Equity Interest $ 2,525

Minority interest in net capitalized costs approximated $1,837 million and $1,851 millicn in
2004 and 2003, respectively.
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SUPPLEMENTAL INFORMATION (continued)

2003 Restated for Reorganization

Costs Incurred

Property acquisition costs include costs incurred to purchase, lease or otherwise acquire oil
and gas properties. Exploration costs include the costs of geological and geophysical
activity, carrying and retaining undeveloped properties and drilling and equipping
exploratory wells. Development costs include the costs of drilling and eguipping
development wells, CO; and certain other injected materials for enhanced recovery projects
and facilities to extract, treat and gather and store oil and gas. Exploration and
development costs include administrative expenses and depreciation applicable to support
equipment associated with these activities. Costs incurred summarized below include both
amounts expensed and capitalized.

Central
United & South World-

Millions of Dollars States Canada Europe America Other wide
Year 2004
Property acquisition

Proved $ - % - % - % - % - % -

Unproved 58 5 - - 13 76
Exploration 273 36 - 117 183 609
Development 2,648 113 318 331 1,021 4,431
Total $ 2979 ¢ 154 ¢$ 318 ¢$ 448 ¢ 1,217 § 5,116
Equity Interest $ 1
Year 2003
Property acquisition

Proved $ - 3 - % - % -3 - % -

Unproved - - - - - -
Exploration 61 24 55 45 184 369
Development 2,754 100 286 451 1,002 4,593
Total $ 2,815 $ 124 $ 341 $ 496 $ 1,186 & 4,962
Equity Interest $ 44

Minority interest in total costs incurred approximated $269 million and $498 millicn in 2004
and 2003, respectively.
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In mapping the future of BP we began with a
business purpose - a strategy, a set of assets and

‘ market positions that gave us scope, scale and
potential as a leader in our industry. Today, this
model describes us well - but not completely.

Now our strategy is being driven further, by a belief
that everything we do can — and should - be done
better. Qur people put this principle of operational
excellence to work every day throughout BP

You can see it in the ways we aim to use resources
efficiently to deliver sustainable production:

| confidently act first in a complex marketplace;

focus on the most meaningful markets; fulfil our
customers’ needs; learn from our best practices;
and lead by example. All to perform reliably and
responsibly on behalf of our shareholders worldwide.
At BE this is how we're making the right choices.




Performance highlights

These tables and charts show the highlights of BP's achievements
in 2004. They reflect more than our financial performance. Our
strong profitability has allowed us to increase the dividend year on
year, and we are continuing to invest in the future. Environmental
and safety performance remains a key focus, We continue to
make significant financial commitments in the commeuniiies in
which we operate.

In this Report, BP presents pro forma results in addition to
its reported results, to enable shareholders to evaluate betier
our performance against that of our competitors. The pro forma
result is replacement cost profit excluding acquisition amortization
as defined in footnote ® to the reconciliation table (below).

Both the pro forma result and replacement cost profit include
exceptional items and non-operating items as defined in
footnote ? to the reconciliation table {befow). The pro forma
result has been derived from our UK GAAP accounting
information but is not in itself a recognized UK or US GAAP
measure. BP will discontinue pro forma reporting at the time it

adopts International Financial Reporting Standards with effect
from the first quarter of 2005. References within BP Annual
Report and Accounts 2004 10 'resuli’ are to pro forma results.
References to ‘capital employed’, ‘operating capital employed’
and "net debt plus equity” are to these measures on a pro forma
basis that excludes the fixed asset revaluation adjustment and
goodwill consequent upon the Atlaniic Richfield Company (ARCO)
and Burmah Castrol acquisitions in 2000. 'Return’, ‘return on
average capital employed’ and the 'net debt ratio’ {net debt/net
debt plus equity) refer to ratios caiculated using these measures.
The financial information for 2003 has been restated io reflect
(a) the transfer of natural gas liquids {NGLs) operations from
the Exploration and Production segment o Gas, Power and
Renewables on 1 January 2004; (b} the adoption by the group
of Financial Reporting Standard No. 17 'Retirement Benefits’
{FRS 17} with effect from 1 January 2004; and (c) the adoption
by the group of Urgent Issues Task Force Abstract No. 38
‘Accounting for ESOP Trusts' with efiect from 1 January 2004.

Key financial measures $ million
o~ S -
D O O U ettt ettt ook e e e ee e e ms A28+ 4m et 5ot ee e eee et oo e eeeees e va e r e e 16208 | .128%8 |
...1a088 10466
Per ordinary share — cents
Pro forma result 74.27 57.99
Replacerment cost profit 64.58 47.20
_ Historical cost profi e 208 4727
Dividends per ordinary share — cents T T gas 2600
e P IO e et ettt B088 18817
Dividends par ADS - dollars 1.77 1.56
§ million
) a0
acquisiion_ Proforma Ao “hrotoma
“"P"""“‘aam"mm"b’65”"Rap"”e"aa’”°”'za"°“°“’5“"
Exploration and Production 18,520 1,239 18,758 14,666 1,566 16,232
Refining and Marketing 4,722 a 5,603 2,318 826 3.144
Petrochemicals (800} - {800) 568 - 568
Gas, Power and Renewables 943 - 2943 570 - 570
Other businesses and COMPATAtE | ecoecreerremeremeeeneenneneeeneneeenesrensee S T SV OB B
Replacement cost profit before intarest and tax 23,599 2.120 25,719 17,938 2,392 20,330
Interest and other finance expense (999} - {999} {1,191} - {1,191)
Taxation (8,282} - (8,282} 6,111) - {6,111)
Minority sharehoiders”interest (MSY} @0 - @80 WO - (7]
Replacement cost profit 12088 2120 16208 10466 2392 12,858
Stock hoiding gains Uosses), netoIMS| e 1083 e L
Historica! cost profit 16,731 ' 10,482

®#Replacement ¢ost profit for the period includes the net profit or 10ss on the sale of fixad assets and businesses or termination of operatiens. It alsc includes non-
vperating items identified by the group, primarily asset write-downs/impairment, environmental and other provisions and restructuring, intagration and rationalization
costs. Thass items'do not meet the criteria to be classified as operating exceptional items.
Acquisition amortization refers to depreciation relating 1¢ the fixed asset revaluation adjustment and amortization of goodwill consaquent upon the ARCO anct Burmah
Castrot acquisitions. The results for 2003 and 2004 inzlude accelerated depreciation of the revaluation adjustment in respect of the impairrment of former ARCO assets

of $381 millien and $214 million, respectively.
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Dividends per share [cenis/pence)

Environmental performance
2004

03 = 7 Greenhouse gas emissions {million tonnes)®P 81.7 834
02 = — Total number of spills (>1 barrel)© 578 B35
01 g — . Percentage of major operations with 1SO 14001 100 99
r 1
N - 4 8BP share of emissions of carbon dioxide and methane, expressed as an
1] 10 20 10 cents squivalent mass of carben dioxide.
o ® 2 18 pence  "BP share of TNK-BF emissions is not included.
- %1 barrel = 159 litres = 42 US gallons.
< Cents per share 12 Pence por share 91SC 14001 is an international environmental management standard.
Result per share (cents) Days away from work case frequency®P (per 200,000 hours}
oa’” T T 7 —_ ‘——] 1Y e ——
03 _ T 03 — e —
02 ] 02 § — )
o} - i ] 01 e — . ,
0o : T | 00 ¢ — : 1
0 20 40 80 80 0 0. 0.2 03

Return on average capital employed (%)

Return to shareholders: present value of $1.000 invested ($)

8P
Shell-

o 2 ExeonMobil
7% ] ChevronTexaco

o 8 Total
Standard & Poor's 500

FTSE 100
0 1,100 2,200 3.300 4.400 5.500
Ouer 3 yoars: 2002.2004
BP
} ExxonMobil
ChevronTexaco
it ] Togal
Standard & Poor's 500
4 FTSE 100

0 500 1.000 1,600 2,000

Shareholder returns comprise annual share price movemnents, with dividends
reinvested, for invesiments held over the period shown.

Investment in Amesican depositary shares or equivalents for BP Shell and Tote)
and prime listings for ExxonMobil and ChevronTexaco,

3 Employees B Contraciors

®An injury that results in a parson being unable 1o work for a day (shift} or mora.
22002 data excludes Casiro! and Veba contractors and Veba emplovees.

Senior management profile by gender and nationality® (%}

01 Fernales % Non-UK/US
2Senjor managament in 2004 includes the top 610 pasitions in BP

Community investment

By regon § millian
e 20082003 002 00 2000
UK 1.7 127 1389 149 154
fincluding UK charities 30 28 32 47 41
Rest of Europe 6.5 8.2 6.2 8.0 53
USA 257 315 463 5289 460
RestotWorld ........438 220 188 189 149
Total 877 744 852 947 818
Bythems .. $ milion
charities charities

e 2O 2004 2003 2000 2002 200 2000
Community

developmeni 40.3 0.8 228 09 243 333 282
Education 333 0.6 271 04 242 285 213
Environment 6.0 02 154 1.0 198 155 8.3
Arts and culture 48 0.0 5.8 0.1 8.5 82 150
Other 3313 35 04 103 82 B8
Total 87.7 3.0 744 28 852 847 816

Health invesiment data for 2000-2003 is included in Environment: the squivalent
2004 data is included in Other.



Chairman's letter

Dear Shareholder BP has delivered another excellent set of
resuits for the year. Sustained high oil and gas prices, coupled
with advances in operational performance, have resulted in

a strong cash flow, accelerating our returns to sharehoiders

in the near term through significant share repurchases.
Returning cash in excess of our investment requirements to
our shareholders — both through buybacks and cur continued
pursuit of a progressive dividend policy - is fundamental to

our strategy.

Exchange-rate issues - especially the relative weakneass
of the dollar in the past year — have been felt by those who
receive their dividends in sterling. Over the longer term,
fluctuating exchange rates generally benefit shareholders
on each side of the Atlantic at diffarent times, For instance,
in the five-year period from 1996 to 2001, the stetling dividend
rose by 58%. The rationale for declaring our dividend in US
dollars remains sound, since our principal businesses all trade
in that currency. While headline increases in sterling and dollar
dividends show a differential, the key element to note is that
both are growing.

2004 has seen a rapid acceleraticn of our buyback programme,
with $7.5 hillion worth of shares bought back and cancelled
during the year. While this has been welcomed by larger
and institutional investors, the benefit for all sharehoiders
committed te long-term investment in BP will be felt through
the ultimate capital appreciation of their shares. The 'board
keeps its strategy in this area under review to ensure the
balance between dividend and buybacks remains appropriate
for our owners as a whole.

Against this background, our confidence in the future
of the business enables us to make a step change in the
fourth-quarter dividend, which | am pleased to confirm
as 8.50 cents per share. This makes the annual payment
29.45 cents per share or 16.099 pence per share, an increase
in dollar terms over last year of 13% and an increase of 4%
in sterling terms.

2004 saw heightened regulatory attention on our industry,
not least in the area of the reporting of hydrocarbon reserves.
Reserves reporting is an important measure of our
performance as it demonstrates the extent 1o which we are
replacing the hydrocarbons we are producing — a particular
strength of BP in recent years. As a UK company, our reserves
are estimated in accordance with UK accounting practice.
These reserves are stated each year in our Annual Report.

For US regulatery purposes we report reserves estimates
in accordance with the rules of the Securities and Exchange
Commission. During the course of the year, the board and
its audit committee have exercised considerable scrutiny

in this area. In this year’s Annual Report, we have included,
for the first time, US SEC-based estimates in addition to our
UK reserves bookings.

Our business is global and complex, and we are fortunate
to have a first-rate executive team to address these challenges.
During the year, the executive management team, so ably
led by John Browne, has sustained its formidable track record.
They have our full confidence and support. | would like to thank
John and his team for their exemplary efforts on your behalf
in 2004. Qur thanks are also due 1o all 102,900 BP employees
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around the world for their unremitting effort and the value they
have created for our shareholders.

Within a company with such a strong executive management
team, it is important that the role of the board is undersioed. As
a board, we are conscious that we oversee the activities of the
business in the inigrests of all our owners. The recent debate
on corporaie governance has focused on the mechanisms of
board process and reporting — ensuring appropriate checks
and balances are in place. Against this background, too many
company directors have complained that they want to 'move
away from corporate governance’ and 'get back to running
our businesses”.

Correctly, | think, our board recognizes that the primary
business of the board is corporate governance. Governing
BP is not a matter to be driven solely by compliance concerns,
but by the business purpose of the company you entrust us
to govern on your behalf. Qur role as a board therefore focuses
©n ensuring your interests are promoted and that ouwr business
maximizes long-term value for you, our owners.

Ensuring that our business remains nimble and competitive,
able to leverage the manifold talents of our managers, is key
to the pursuit of that goal. To discharge the trust you place in
us as a board, we test the strategic direction of the company's
business. We also monitor the operations of the business in
pursuit of that strategy to ensure both that BP’s aciivities five
out the values we set and also, critically, that shareholder value
lies at the heart of all we do.

2004 saw a continuation of our very significant capital
investment programme that is key to the long-term future
of our business. As a board, we continue 1o scrutinize the
strategic direction of the company, espacially as our activities
take us to more challenging geographic locations, to ensure
that it continues to provide the prospect of the best long-term
returns for our shareholders.

In the course of the year, significant work has been
undertaken by the chairman’s committee and the nomination
committee, both of which | chair, as issues of executive and
non-executive succession planning and performance come
no evergreater focus. Likewise the remuneration committee,
led by Sir Robin Nicholson and his designated successor
Dr DeAnne Julius, has been heavily engaged in the development
of new incentive plans for our executive directors.

The board performance report on pages 110-115 expands
upon the way in which the board and its committees discharge
their mandate of governance.

Last vear, | commented on board succession and
development planning for the coming years. At the forthcoming
AGM, two of our senior non-executive directors, Sir Robin
Nicheclson and Charles {Chuck) Knight, will step down.

Robin has served on the BP board since 1987 and has
been an excellent chairman of our remuneration committee.
He has had a substantial impact on the board and the company
aver the past 17 years and been a major centributor to all
our board debates; we shall miss his wisdom and insight.

On a personal note, | shall miss his sage counsel and technical
insight, but am delighted that he has agreed to continue to

chair the group’s technology advisory committee in the
short term.

Chuck Knight also joined the board in 1987. His perspective
on corporate practices in the United Siates and experience
as a senior chief executive operating within the US market
have proved invaluable, not least as BP has evolved in that
markeiplace over the past two decades. | will miss his unique
contributions to the board's discussions.

| would like to thank both Robin and Chuck on your behalf
for all their years of distinguished service.

The endorsement of the strength of our executive team
by the invitation extended to Dick Obver to 1ake on the
chairmanship of BAE Systems plic was, of course, tinged
with sadness at having to bid farewell to a first-rate colleague,
who had served the company so well over the past 31 years.
We wish Dick well for the future and thank him for his years
of dedicated service to BP

Three new appointments have been made to the board
in the last year. lain Conn has been appoeinted an executive
director. lain has had a substantial career within BP and is
responsible for strategic resources. Sir Tom McKillop, chief
executive of AstraZeneca PLC, joined the board in July 2004
and Douglas Flint, chief financial officer of HSBC Holdings plc,
joined in January 2005. Each brings his own particular skills
and experience to complement those of his fellow directors
in the coming years.

The world in which BP operates is ever more complex
and challenging. The coming year will see the continued
development of our business strategy. | believe your board is
well resourced 10 address shareholders’ interests during this
period. | look forward to reporting on their successful advance
in the years ahead, We have an exciting future together.

Thank yeu for all your continued support and interest in
this company.

(st ..t

Peter Sutherland
Chairman
7 February 2005



Group chief executive’s review

Dear Shareholder 2004 was a great year for BP In terms of
overall performance, it was the best since the recent series
of mergers and acquisitions.

High dermand for energy and higher oil prices certainly
contributed 1o our performance and led to our record financial
results. But our success in 2004 was based on more than
these external factors.

We showed that we had the capability to deliver our strategy
and 1o translate our scope and scale into competitive advantage.
We demonstrated that we had the human talent to increase
production, make new discoveries, gain new customers,
enhance safety and grow our reputation. QOur global workforce
worked as a seamless team and | thank every one of them.

As you read this Annual Report and follow our efforts to
create value, it may be helpful to understand how we achieve
excellent performance.

Qur purpose and strategy VWe begin with our purpose as a
group - to provide better goods and services in the form

of light, heat, power and moebility to increasing numbers of
people. To succeed, we do this in a way that is profitable,
susiainable and consistent. This is reflected in value generated
for shareholders.

To deliver profitable performance, we provide high-quality
products in a competitive way — maximizing revenues and
minirmizing costs.

To deliver sustainable performance, we also provide these
productsin a sustainable way — attracting the best people,
accessing large-scale oil and pas resources, building markets
in which we enjoy customers’ trust while doing business in a
mutually advantageous way that brings benefits to everyone
concerned — customers, communities, governments, suppliers,
citizens — and so generates 'repeat business’.

To deliver consistent performance, we invest enough 10
deliver long-term growth, while balancing this with returns
to our shareholders. Too fast @ growth rate is unsustainable,
while too slow a rate sacrifices competitive advantage. Our
analysis gives us confidence that an investment level of around
$14 billion is right for 2005 and 20086, teking into account the
present level of the dollar and recent sectorspecific inflation.

To achieve our purpose, we have a strategy. We make
choices about the assets and markets where we operate,

Our business strategy remains unchanged. In Exploration
and Production, we seek out long-term assets — the largest,
low-cost, new hydrocarbon.deposits — while managing the
decline of mature fields. In our customerfacing businesses,
we look to attract more and more customers through improved
quality of products and service. Our challenge is to add new
sources of cash fiow whose cash returns are at least as good
as existing ones.

2004 in context As | wrote last year, we started 2004 with
greater scale, common values and a clear strategy. But nothing
was a given, We were cautious about our ability 1o execute —
whether our people operating in 100 countries could effectively
translate our worldwide assets into world-class performance.

We were wary of global developments, including ongoing
conflict in rag, the threat of terrorism and public mistrust of
large companies. And we found ourselves in one of the more
volatile oil markets in history, driven by demand and anxiety
about supply. Against this backdrop, the team detlivered
record performance.

As the world’s energy market eniered uncharted territory in
2004, the subject of the future of energy supply took centre
stage. Rising demand — which matched the rate of global
economic growth for the first time in 30 years - produced both
short-term anxiety about fuel prices and long-term concern
about supply. Had there been a fundamental shift in the oil
market? Were there enough reserves? What else could disrupt
supply? Were companies invesiing enough to meet demand?

In this uncertain climate, a little history can be reassuring.
Clearly, questions over security of supplies have driven oil
prices upwards. But, amid sll the market disruptions of the past
few years, supply has never fallen short of demand. Increased
investment by the private sector has led to production gains
of more than 15% a year during the last five years. Global
production in 2004 rose at the fourth-highest rate in history.

Choosing our goals \We execute our sfrategy against the
context of the time. We make plans to achieve three targets:
* To underpin growth by a focus on performance, particularly
on cash returns, investing at a rate appropriate for long-term
growth,

To increase dividends.

To return to shareholders, by way of share buybacks,
100% of free cash flow generated above what is needed
for investment and dividends: this generally occurs, all
other things being appropriate, when the price of oil
exceeds $20 a barrel,

These plans are gxecuted by applying resources and
capabilities across the organization.

In fast year's report, | wrote that organizational alignment
end cperational excellence weuld shape our future as a group
and that we had developed a new management framework
to harness the energy and imagination of our peopie. In 2004,
wa took further steps to embed these common values and
processes, clarifying individual accountability. In 2005,
we will issue a new code of conduct to ensure that each
individual in BP continues to exhibit high and consistent
standards of ethical behaviour.

We continue to innovate and apply leading-edge technology.
For example, our new Thunder Horse platform in the
deepwater Gulf of Mexico breaks many records as the largest
floating facility and will operate in the deepest water, with the
harshest reservoir pressure and temperature regime.

We also continue to strengthen the development opportunities
that we offer to cur people. For example, we have the Projects
Academy, in which we partner with the Massachusetts
Instiwite of Technology to help people gain best-in-class-project
management skills.

We measure the views of our staff through a People
Assurance Survey. In 2004, this showed a significant rise in
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the overall employee satisfaction index, demonstrating
an increasing sensg of enthusiasm and teamwvork among
BP's employees.

Reaching new milestones [n a year of great success, there

were notable operational highlights:

+ Our safety record improved for the eighth year running,
although tragically we still suffered 11 fatalities among
contractars and employees.

+ Expleoration and Production made new discoveries in
Angola, Egypt, the deepwater Guif of Mexico, Trinidad
and Sakhalin Island in Russia and brought on stream
three new fields.

+ Qur production growth of more than 10% was in line
with our indicator of a 7% average for 2003-2008.

+ Replacement of proved reserves (for subsidiaries and
equity-accounted entities) at over 100% exceeded
preduction for the 12th year running. TNK-BP contributed
$1.5 billion, after interest and tax, to our resuit, paid to
us $1.9 billion of dividends and increased oil production
volumes by 14%,

+ In Refining and Marketing, refining margins reached their
highest levels since at lgast 1990. We continued to find
ways to maximize our global refining capacity.

+ Premium Ultimate fuels have been newly launched in
six markets, attracting new customers to these higher-
performance, cleaner, highermargin products.

+ BP’s retail sales continued to outpace the sector. At our
convenience locations worldwide, sales per square metre
grew by an average of 3%.

*+ We entered into agreements to sell liquefied natural
gas 0 the US, China, South Korea and Mexico, and
produced growth in sales volumes.

+ QOur solar business streamlined its operations, tightened
its market foeus and delivered its first profit.

* We initiated the separation of the Petrochemicals business

into two entities, while still achieving record sales

volumes through increased plant use and reliability.
= Through disciplined portfolio management, we made

$5 hillion of divestments.

Through our activities, BP delivered a record result of
$16.2 billion in 2004. With cash inflow of $6 billion and cash
returns of 35%, our performance continued to allow for strong
investment in our long-term growth as well as o return value
to investors in the form of higher dividends — 29.45 cents per
share in 2004, an increase of 13% vyear on year — and significant
share buybacks, amounting to $7.5 billion in the vear.

BP now has the assets, market positions and organizational
capability 1o continue to deliver its unchanged strategy.

We are meeting our three targets, with disciplined
investments, increased dividends and excess free cash flow
for significant share buybacks.

We have confidence in our ability to perform sustainably,
focusing mainly on conventional oil and gas resources,
seeking to add value 10 products and services in clistomer
facing businesses.

In my many meetings with BP people around the world,

I am constantly struck by their commitment to deliver ever-
improved performance, but responsibly and with integrity.
My role is to provide the framework that guides and
encourages them t¢ make the right choices: today,
tomorrow and for the long-term future of your company.
As always, the best is yet to come.

Il

The Lord Browne of Matlingley
Group Chief Executive
7 February 2005



Making the right chaices

What makes.a business choice disciplined?
What turns complexity into clarity?
What connects custemer insight to market perfermance?
What coaverts creativity int6 productivity?

And how do we put eur principles irto practice?
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The fact is, there is no formula for operational
excellence. There's no patented system, established
path or single way to achieve it. For every company
that competes on a global basis, the journey to
operational excellence is unique. For BRF operational
excellence enables us reliably and responsibly to
deliver our strategy. From the assets we've built to
the returns we offer our investors — and the ideas we
turn into action along the way — individuals and teams
across BP are putting operational excellence into
practice, making it an organizational principle, not
simply an aspiration.




Mating ihe nghi choices

Resourcefulness on a new scale

Qur resources business is about renewal. We operate
within the world's largest supply-and-demand
relationship, a marketplace in which our long-term
success depends on the ability of our teams to replace
reserves at least as fast as they bring them to market.
So how have we done? As we describe later, in each
of the last 12 years, we've replaced more than 100%
of our production and, at the same time, delivered
some of the lowest finding costs in our industry.
Developing our resources through operational
excellence is converting our scale into profitability.
Turning our technologies into discoveries. Bringing our
projects into production. Connecting our exceptional
people through best practices. And extending the
potential of the world’s energy resources.
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Seeing into the future Discovery never ends. That's a principle our people lgarned long ago. Even in the most mature ol
and gas fields, there is hidden potential — if you know where and how 1o look. Egypt is a great example. As global gas
demand and infrastructure have grown, we've rewritten our strategy there. As well as extending the productivity of
existing oil fields, BP teams are now applying new technology and capital to discover natural gas resources. In the Nile
Delta, leading-edge aeromagnetic and seismic technology is aliowing our exploration team to ‘see’ beneath the sea
floor, taking them through deeper water towards uncharted gas reservoirs. The team’s efforts in imaging, interpretation,
integrated planning, testing and drilling have turned their raw data into real potential, and in 2004 confirmed the presence
of a promising new gas field, called Raven. What's the next boundary? The team’s newest wells will determine the Raven
field's size. But they are already contributing towards BP's development of a major liquefied natural gas (L.NG) business
to help meet the world's growing demand for cleaner energy.




taking the nght choices

A mature outlook Conventional oil business wisdom holds that, once a field has reached maturity, its descent into
unprofitability is aimast inevitable. At BR however, our people tend to see 'mature’ fields differently. Since 2000, our
existing profit centres have been run with an efficiency that's led to an average replacement rate of 72% for the proved
reserves they have produced over this period. These ‘mature’ operations, some of which date back to the 1960s, have
maintained their vitelity. Today, their output is projected to decline at @ modest 3% annually untii 2008. What's made this
possible? Discipline, creativity and the kind of operating efficiency that comes from decades of knowledge and innovative
team practices in the fisld, We aim to extend this life expectancy. In established fields from Alaska to the Notth Sea, our
teamns are applying remote control and online field management, increasing well recovery rates, streamlining maintenance
and even tapping into new discoveries. All of which means they're getting more from our existing hydrocarbon base
with greater reliability and predictable cost - producing our resources as efficiently as we discover them.
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Producing in new dimensions How much? How long? What nexi? These are the biggest questions in the world of energy
today. Part of the answer is a broader set of skills in production - creativity, efficiency, speed - 1o bring discoveries
consistently and responsibly to market. In cil and gas fields worldwide, our pecple are helping to make us productive at
an unprecedented scale. We now find oil and deliver new production with an efficiency that's on a par with the industry’s
best. The ideas, energy and organization of our teams have also led us into our most prolific era for aperational start-ups.
Over the last two years, we have completed nine major projects. From now until December 2006, we have 10 more major
il and gas project completions planned, including some of the world's largest ¢onstruction projects in some of the most
geologically challenging locations. Among them is the Gulf of Mexico, where our teams are redefining what is possible in
tdeepwater operations at four fields simultaneously under development, including the massive Helstein platform {above).




Making the right choices

The best routes to market

In today's energy marketplace, bringing resources 10
the world involves far more than making deliveries.

It takes a business model that consistently finds the
most efficient ways of getting there. After years

of building assets in the natural gas marketplace,

BP is now one of the world’s largest non-state gas
companies in terms of production and sales volumes.
In the world's largest gas market, North America, we
sell the largest volumes of end-user and whoiesale
gas, and are one of the largest marketers of natural
gas liguids. Globally, in liquefied natural gas we are
the second largest non-state supplier of gas into
fiquefaction plants. But our real advantage goes
beyond our size and reach. It's the way our people
run our businesses — the commercial and operational
practices they use to open up markets for tomorrow
and maximize the value of our resources today.
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Building a mobile pipeline The distance between a natural gas field and a market ¢an be measured in miles. It ¢an also
be calculated in years. BP's LNG strategy is bringing our gas closer to market. To capture a growing share of future
customers for cleaner natural gas, our LNG teams have built a flexible system to supply growing demand — a ‘'mobile
pipeline” 1o serve major regional markets and meet the needs of customers in the US, UK, Spain, Japan, South Korea
and China. These locations increasingly rely on gas imports for primary energy and electricity needs, but they are often
far from sources of natural gas, LNG bridges the gap: gas is lifted from underground, chilled to liquid, transporied on
ships from one part of the world 10 another, and then warmed back into gas to fuel a power plant, factory or home.
As well as managing fong-term point-to-point contracts, we are able 1o use our own ships to direct LNG to markets
where demand is greatest and value highest - opening new markets and using the open seas 10 supply them.
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Flowing with information In the marketplace for oil and gas, one of the most valuable commodities is intelligence — the
ability to understand and interpret market information. You'll find our people at this intersection of supply and demand.
Their minute-by-minute knowledge of the direction of supply and demand on a global basis is a discipline that allows our
teams te find the most productive links between assets and across supply chains. To streamline manufacturing flows.
And to serve our customers distinctively and with competitive advantage. We do this by making a significant investment
in digital and communications technology. We align that investment with a host of ‘pecple’ capabilities - human strengths
in analysis, legistics, trading and risk management. Our people use real-time data, information systems, transaction
automation and their own trading wisdom to act on some of the best available market intelligence worldwide. All this
allows BP to connect the dots in ways that others might not see, giving our customers a better level of service. That's
how we take decisions that help to make the most of our resources.
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Fine-tuning refining In refining, what matters more — processes or people? Traditional industry benchmarks for operational
excellence in the refining business focus on uptime, the reliability of plant and equipment and the productivity of the
manufacturing process. But people in our refining operations find that their individual actions — large and small - can help
to set an even higher standard. Since 2002, our global refining workforce has started thinking of reliability in personal
terms. By adopting the mindset of a High Reliability Organization (HRQ), decision-making happens at the level where the
knowledge and expertise reside. And this leads to faster, better decisions that drive consistent, high-quality operating
performance and commercial preduction. Mere than a management technique, HRO is a way of thinking that encourages
tearm members to speak out, find root causes of problems and take action early when they catch even the smallest
failures. HRO is the way refining thinks best — and the best way we know to perform reliably for our customers.
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Making tha rigmt choices

Getting closer to customers

Every day, in locations around the world, our people
serve about 13 million customers. To put this in
perspective, our businesses and brands — among them
BR Castrol, ARCO, Aral, Ultimate, Connect and am/pm —
reach nearly as many customers as Walk-Mart, the world's
largest retailer. But to be operationally excellent where
our products meet the marketplace, ocur customer
relationships have to be defined by quality as well as
guantity — the distinctiveness and competitiveness

of what we offer and the operating processes that
underpin customer experiences. Qur customer-facing
businesses are gaining advantage and improving
performance by carefully determining what customers
want. By being consisient and creative in meeting
those needs. By strengthening brands through
innovation. And by locating facilities where they can
most effectively and conveniently deliver our offers.
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Building a better brand In the minds of our customers, what our products stand for is just as important as what we
make. This means that not only our investment in assets but also every decision we make in choesing routes to market
must be sustained by careful management of our brands. As the face of BP our brands are more than just logos. They
are business assets. In combination with the well-defined advantages of our products, they tell a compelling story to
our customers - the kind that builds preferences and sustains relationships. Which is why our brands rely on operational
excellence. They include Ultimate, which is consistently ranked as the highest quality premium retail fuel by random
samples of motorists. In lubricants, our Castrel brand has used its technelogical advantage, rigorous segmentation and
customer loyalty 10 drive sales consistently ahead of market growth, QOur updated and expanded retail locations are
accelerating operating performance, increasing customers and driving sales per square metre. Applying operational
excellence to the marketplace makes our brands more meaningful — and cur businesses more valuable.




Mating the right choices

Driven by distinctiveness |n striving for operational excellence, where you choose to compete is often as important as how
efficiently you de it. BP’s lubricants team has proved that effective strategic choices in market segmentation, customer
relationships and brand visibility can enhance the velue of assets and accelerate growth. In global lubricants markets,
characterized by limited volume growth and increasing competitive pressure, BP stands out. Our marketing strength,
technological distinctiveness and premium position have led to above-market yearon-year sales growth in automotive
lubricants. What makes us different? While we sell lubricants, led by Castrol, in more than 100 countries worldwide,
our people think in terms of market segments — motorcycles, passenger cars, trucks and vehicle manufacturers —
rather than marketplaces. This perspective allows them to capture customers for whom our technology, consumer insight
and brands add value and can generate higher returns for BP In applying this strategy to new markets such as China,
where |ubricants growth is dramatic and preferences form quickly, our teams are already capitalizing on the strength

of our brands to build distribution channels, market share and custormer loyalty.




BP Annual Report end Accounts 2004

Solving the solar equation We all know the appeal of solar power - sustainability, acceptability and independence. Yet its
potential as an energy source has often been overshadowed by its economics as a business. At lgast until now. Beginning
in 2003, our BP solar team refocused its activities 10 becorne the profit centre that it could be — better understanding
customers, operating at the right scale and reaching the best markets. We're now running a profitable solar operation -
still small by BP standards, but one that grew its megawatt capacity sales of photovoitaic equipment by more than 30%

in 2004. This performance is being driven by manufacturing consolidation, product innovation and, in particular, the team's
focus on eight global sectors where well-defined customer needs, improved system performance and governmant
incentives converge. A good example is Germany, the world's second largest solar market after Japan. Qur large commercial
installation at Geiseltalsee {above) provides sustainable benefits on two fronts: the field generates four megawatts of
power, enough to supply 1,000 four-person households each year, and has reclaimed the site of a former oil depot.
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Making the right choices

The point of excellence

Our upstream and downstream activities reach not
only the marketplace but also investors, regulators,
government leaders and the public. Our abilities as
an organization to sustain and improve our standing
among these groups are key to our definition of
operational excelience. These abilities support our
new scape and scale while retaining the diverse
heritage of our people and businesses. They help
equip BP with the skills, knowledge and reputation
that enable us to conduct business in a chosen
country —and let us navigate an increasingly
complex and unpredictable world with sensitivity.

1)
(X}
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Our human potential In business in general, and within BP in particular, the relationship between employee and
performance is unbreakable. Simply put, our empioyees hold the knowledge, skiils and energy that enable our
enterprise to thrive. At BF, gperational excellence includes the ways in which we expand our employees’ range of
possibilities as they expand ours. A good example is our Projects Academy. In 2003, we began working with the
Massachusetts institute of Technology {MIT) to change how our teams deliver major projects. Focusing on project
leadership, business knowledge and technical excellence, the MIT programme is bringing BP's senior project
leaders together with recognized leaders in engineering and project management. The first two Projects Academy
classes graduated in 2004, Their members are already applying new insights to manage the complexity of their
projects, understand team dynamics, clarify priorities and build a well-connected network of ideas. The Projects
Academy, Marketing Academy and other practical initiatives give BP the capacity to learn and share knowledge
on an everyday, global basis, and 1o grow our most prized resource — our peopie.
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Financial and business operating reviaw

Financial performance

Business environment
Trading conditions in 2004 were affected by tight supplies in
oif markets and by strong world economic growih.

Average crude oil prices in nominal terms in 2004 were the
highest for 20 years, driven by exceptianalty strong global oil
demand growth and the physical disruption to US oil operations
caused by Hurricane lvan. The Bremt price averaged $38.27 per
barrel, an increase of more than $9 per barrel over the $28.83
per barrel average seen in 2003, and varied between $29.13
and $52.03 per barrel.

Natural gas prices in the US were also strong during 2004, The
Henry Hub Firsi of the Month Index averaged $6.13 per million
British thermal units {mmBtu), up by more than $0.7C per mmBtu
compared with the 2003 average of $5.37 per mmBiu. Prices fell
slightly relative to oil prices as the levels of gas in storage rose
sharply. UK gas prices were also up strongly in 2004, averaging
24.39 pence per therm at the National Balancing Point compared
with a 2003 average of 20.28 pence per therm.

Refining margins averaged record highs in 2004, despite
weakening towards the end of the year. This reflecied strong
oll demand growth and record refinery throughput levels.

Retail margins weakened in 2004, as rising product prices and
price volatility made their impact in a competitive marketplace.

In Petrochernicals, generally improved markst conditions led
to a gradual increase in both volumes and margins through
the year. Such gains were, however, partially offset by high
and volatile energy and feedstock prices, together with adverse
foreign exchange impacts.

Results

BP's result for the year was $18,208 rmillion, compared with
$12,858 million in 2003. The result per share was 74.27 cents, an
increase of 28%. Replacement cost profit was $14,088 million
(2003 $10,466 million}. Both the result and replacement cost
profit include exceptional and nen-operating items.

Reconciliation of réported profit/ioss to pro forma rasult

Exploration and Production

Refining and Marketing
Petrochemicals

Gas, Power and Renewables
Other businesses and corporate

Replacement cost profit before interest and tax
Interest and other finance expense
Taxation

Minority sharenolders’ interest IMSD

Replacement cost profit

Stock holding gains (losses), netof MSI

Historical cost profit

The return on average capital employed was 20%, compared
with 18% in 2003. On a replacement cost basis, the 2004
return was 15% (2003 12%), and 17% (2003 12%) on a
historicat cost basis.

Net exceptional gains of $816 million before tax principaliy relate
to gains from the sale of our interests in PetroChina and Sinopec
and the divestment of certain upstream interests, partly offset by
net losses on a number of business sales and facility closures.

Non-operating items in 2004 were a net charge of
$2,120 million before tax and are shown on page 25. The
majority of the asset write-downs and impairments relate 1o
the Petrochemicals segment, reflecting the portfolio separation
described on page 28.

Interest expense was $642 million, compared with
$644 million in 2003. This primarily reflects lower interest rates
and debt buyback costs and an increase in capitalized interest,
offset by the inclusion of BP's share of a full year's interest
expense from TNK-BP in 2004.

Corporate tax expense was $8,282 million {2003
$6,111 million), rapresenting an effective tax rate of 34%
on the pro forma result (2003 32%).

Historical cost profit was $15,731 million, including
exceptional net gains after tax of $1,076 miltion and stock
hclding gains of $1,643 million. The correspanding figures for
2003 were $10,482 million profit, $708 million net gains and
$16 million gains respectively.

Capital expenditure and acquisitions amounied to
$17,249 million, including $1,354 million for including TNK's
interest in Slavneft within TNK-BP and $1,355 millicn for the
acquisition of Soivay's interests in BP Solvay Polyethylene
Europe and BP Soivay Polyethylene North America. Excluding
acquisitions, capital expenditure was $14,408 million,
compared with $13,986 million in 2003,

Net cash inflow for the year was $6,038 million, compared
with an inflow of $1,405 million in 2003; higher cperating cash

Acquisition Pro forma Acquisition Pro forma

..Feponed® amorizaton’ | resut Reported? emortation® | resul
18,520 1,239 18,759 14,665 1,566 16,232
4,722 881 5,603 2318 826 3,144
{900} - (900} 568 - 568
943 - 943 570 - 570

S A8 T 314 (84 T (184)
23,599 2120 25,719 17.938 2,392 20,330
[988) - {999) {1,191) - 1,191}
(8.262) - 18,282} 11 - 8.111}

B SOV . SOTOLLY . N L. I
14,088 2,120 16,208 10,466 2,392 12,858

15,731 10,482

®Replacemant cost profit for the period includes thenet profit or loss on the sate of fixed assets and businesses or termination of oparations. [t also includes non-
operating items identified by the group, primarily asset write-downsfimpairment, enviranmental and other provisiens and restructuring, integration and rationalization
costs. These items do not meet the criteria to be classified as operating exceptional items,
Acquisition amortization refers 1o depreciation relating 1o the fixed asset ravaluation adiustment and.amortization of goodwill consequent upon the ARCO and Burmah
Castrol acquisitions. The results for 2003 and 2004 include accelsrated depreciation of the revaluation adjustment in respect of the impairment of formér ARCC asseis

of $381 million and $214 million, respectively.
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flow and higher dividends from joint veniures were partly
offset by higher tax payments, lower disposal proceeds

and higher acquisition spending. Net cash outflow for

capital expenditure and acquisitions, net of disposals, was
$11,954 million {2003 $2.672 million). During 2004, we made
incremental payments of $395 million into 8 number of the
group’s pension funds (2003 $2,533 million).

The group's net debt, that is debt less cash and liquid
resources, was $21,607 million at the end of 2004, compared
with $20,193 million at the end of the previous year. The ratio
of net debt to net debt plus equity was 24%, at the botiom of
the target range, compared with 26% a year ago. On a reported
basis, the percentage was 22% (2003 22%]).

In addition to reporied debt, BP uses conventional off
balance sheet sources of finance such as operating leases
and borrowings in joint ventures and associates. The gioup
has access to significant sources of liquidity in the form of
committed facilities and other arrangements.

Dividends and share repurchases

The total dividends announced for 2004 were $6,371 millicn,
against $5,753 million in 2003. Dividends per share for 2004
were 29.45 cents, an increase of 13% compared with 2003.

In sterling terms, the dividend was 4% higher. This increase is
a result of cur strong cash flow and improvements in underlying
performance in line with strategy. In addition, our confidence

in the future enabled us t¢ make a step change in the fourth
guarterly dividend. The board sets the dividend based upon

the prevailing circumstances of the group, future investment
patterns and the sustaingbility of the group, and the future
trading environment. The st&ady increases in the dollar dividend
in recent years reflect the board's progressive dividend policy.

BP intends to continue the operation of the Dividend
Reinvestment Plan (DRIP) for shareholders who wish to
receive their dividend in the form of shares rather than cash.
The BP Direct Access Plan for US and Canadian invesiors
also includes a dividend reinvestment feature.

The group aims to demonstrate financial discipline by balancing
cash in and cash out over time. When trading conditions are
favourable, cash flow may be in excess of what is needed
for operational requirements, including funding the capital
programme and any acquisitions and dividend payments. As
part of giving a return to shareholders, one of the sieps we take
from time to time is to repurchase our own shares. During 2004,
a total of 827 million shares were repurchased and cancelled at
a cost of $7,548 million. The repurchased shares had a nominal
value of $207 million and represented 3.7% of ordinary shares
in issue at the end of 2003. Since the inception of the share
repurchase programme in 2000, 1,602 million shares have been
repurchased and cancelied at a cost of $13.5 billion. BP intends to
continue making share repurchases, subject to market conditions
and continuing authority at the April 2005 annua! general meeting.

During the vear, shares to the value of $1.25 billion were
issued to Alfs Group and Access-Renova (AAR) as the first
instaiment of the deferred consideration for our investment in
TNK-BP Two more instalments of $1.25 billien are due in the
third quarters of 2005 and 2006.

External environment

- S

BP average liquids realizations {$/barrel) 3538 27.25
Brent oil price ($/barrel) 38.27 28.83
BP average naiura) gas realizations

($/thousand cubic feet) 3.86 3.38
Henry Hub gas price {($/mmBiu} B.13 5.37
Global indicator refining margin ($/barvel} 5.08 3.88
Chemicals indicator margin ($/tonne) 140° 112

®Provisional.

Operating statisti

Liquids production (thousand b/d) 2,531 2421
Gas production {million cf/d} 8,503 8,613
Total production {thousand boe/d} 3,997 3,606
Refinery throughputs {thousand b/d) 2,976 3.097
Marketing sales (thousand b/d) 4,002 3,869
Petrochemicals produciion {thousand tonnes) 28,927 27,943
Gas sales (million cf/d) 31,6890 30,439
ﬂon-operating wmsg § milkon
e 2002008
Asset write-downs/impairment 1,529 357
Environmental and other provisions 483 582
Restructuring, integration and
rationalization costs 141 39¢
O, e B9 ..o
Total non-operating items before 1ax 2120 779
LR OOOTOOL ... IO -2
Total non-operating items after tax 1,561 228
#2003 includes tax restructuring benefits.
Capitalinvestment @ e § miion
O~ SO -
Exploration and Production 9,839 9,658
Refining and Marketing 2,887 3,006
Petrochemicals 929 775
Gas, Power and Renewables 538 359
Other businesses nd corporate .. 218 188
Capital expenditure 14,408 12,986
ACQUISIONS e 2841 6026
17,249 20,012
Disposals .04 16.432)
Net investment 12,201 13,580
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Business performance

Exploration and Production

W= . Segment results ($ million)
[ase " 119,759

Strategy

« Create new profit centres by accessing areas with the
potential for targe oit and natural gas fields; exploring
successiully; and purswing the best projects for development,
Manage the performance of producing assels by invesiing

n the best available cpporiunities and optimizing operaiing
etiiciency,

Sell assets that are noe longer sirategic 1o us and have
greater value to others.

Focus

BP invests in a partfolio of large, lowercost it and patura!
gas fields chosen for their potentially strong return on capital
employed, and seeks 1o manage those asseis safely with
maximum capiial and operating efficiency. We continue to
develop new profit centres in wihich we have 2 distinciive
position: Trinidlad, Angola, Azerbaijan, deepwater Gulif of
Maesics, Asia Pacific gas and Algeria. These new profit centres,
in addition to our growing operations in Aussia, sugment

ihe production assets in our existing profi cenires, providing
greater reach, investment choice and opportunity for growth.

Exploration and Production

The result for the year was a record $19,759 million,
representing an improvement of 22% over 2003, arising
from increased production and higher oil and gas prices.

Cur production was 3,997 thousand barrels of oil equivalent
per day, an increase of more than 10% over 2003, primarily
from incremental production in TNK-BP and our new profit
centres. The increase was partly offset by a severe hurricane
season in the Gulf of Mexico, a blow-out at the non-BP-operated
Temsah piatform in Egypt, the impact of divestments and
decline in our existing profit centres.

We sanctioned four new major projects (Azeri-Chirag-
Gunashli phase three in Azerbaijan, Rosa in Angola, Magnus
extension in the UK North Sea and viscous oil in Alaska) and
completed four major projects (In Salah in Algeria, Australia
North West Shelf Train 4, Kizomba A in Angola and Hoistein in
the Guif of Mexico). The increase in capitai spending this year
primarily reflected continued high development activity as
we progressed projects in the new profit centres. Despite
significant success across the supply chain to minimize the
impact, inflationary pressures on our raw materials and the
weaker doilar contributed to the increase.

Progress continued in our existing profit centres. Production
from the Cerro Dragon field in Argentina grew through further
infill drilling. In the North Sea, progress continued as expected
on the Rhum development.

Each of our new profit centres progressed in line with our
expectations this year.

InTrinidad, from where BP has prime access to US and
Eurcpean liguefied natural gas {LNG) markets, we built on
our integrated position. In July, Atlas Methanoi, the world's
largest methanol plant, carne on line. Train 4 of Atlantic LNG
remains on track for start-up in the fourth quarter of 2005,

It will be supplied in part by the Cannonball gas development,

which is Trinidad and Tebago's first major in-country offshore
construction project.

In Azerbaijan, construction continued on the Central Azeri
field, with topsides commissioning under way. First oil is
expected in the first half of 2005. We plan to transport this
oif via the 1,760-kilometre Baku-Thilisi-Ceyhan (BTC} pipeline.
When complete, the pipeline will eXport crude oil from the
Caspian to world markets. In addition, construction continued on
the Shah Deniz gas field, and in-country assembly of the dritting
rig and platform is under way for a planned 2006 start-up.

In the Gulf of Mexico, the Holstein field started production
in December, despite the effects of Hurricane van. In 2004,
significant progress was made on Mad Dog, currently in the
final commissioning stages with first production expected in
early 2005, and on Thunder Horse, on track to begin production
by the end of 2005. This will be followed by Atlantis, with first
production expected in 2006.

In Angola, the Kizomba A field started production in August,
ahead of schedule, while Kizomba B remains on track for
start-up in late 2005, Ali major contracts were awarded on
the Greater Plutcnio development and fabrication of the
Floating Preduction Storage and Cffloading topsides began.

In Algeria, the In Salah project siarted production in mid-
2004 and the In Amenas project remains on track for start-up
in late 2005-early 2006,

Qil production from TNK-BP (excluding Slavneft) grew
by about 14% over 2003. Cur result for the year included
$2.4 billion from TNK-BP We also received $1.9 billion of cash
dividends from the venture.

We continually seek to enhance our portfolio through a
planned annual divestment programme.

In 2004, this vielded $747 million of proceeds and covered
assets primarily in Indonesia, the US and Canada. We also
signed saies and purchase agreements for the Ormen
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Refining and Marketing

Strategy

« Foecus on rofining locations where scale, configuration and
operational exceilence earn distinctive returns.

« Focus on retell fuel and convenignce markets where supply
advamage and distinctive cifer can capiure market share.

» Leverage our brand and technology with a key focus on

autometive-relaied lubricants markeis.

Build strong strategic relationships in the business-1o-

busingss sector.

+ Enhance our existing strength i selected emerging
markets, particularly China.

Focus

Qur marketing busingsses, underpinned by world-class
manuiacturing, generate customer value by providing guality
products and offers. Our reail, lubricants and business-ie-
business sectors reach about 13 milfion customers a day.

QOur retail sirategy provides diiferentiated fuel and convenience
offers to some of the most attractive global markets. Our
lubricants brands offer customers benefits through technology
and refationships. We have deep business-10-business customer
refationships and sirategic parinerships. We segk to improve
the quatity of our manuiacwiring portfolio and our producis.

Lange field in Norway, which is planned to complete in
early 2005,

New oil and gas discoveries were made in Egypt, Angola,
the deepwater Guif of Mexico, Trinidad and offshore Sakhalin
Island in Russia. Recoverable oil and gas from these finds is
estimated to be more than one billion barrels of oil equivalent.

On the hasis of UK generally actcepted accounting practice
{SORP), our proved reserves replacement ratio {(RRR} was

108%, excluding equity-accounted entities. On the same basis,

including equity-accounted entities, the RRR was 110%. This
was the 12th consecutive year in which our RRR was greater
than 100%. We also prepare estimates of our proved reserves
on the basis of the rules and interpretation required by the

US Securities and Exchange Commission (SEC). On this basis,
our RRR was 78%, excluding equity-eccounted entities, and
89%, including equity-acceunted entities. The differences from
our SORP-based estimates arise mainly from the use of year-
end pricing, as required by the SEC. All our proved reserves
replacement ratios are based on discoveries, extensions,
revisions and improved recovery and exclude the effects of
acquisitions and disposals. BP has a robust internal process
to control the quatity of its reserve bookings, which forms
part of & holistic and integrated system of internal control.
Details of that process and the applicable rules are described
cn pages 87-88.

Refining and Marketing
Strong refining margins, combined with robust operating
performance, led to a result of $5,603 million in 2004, a
78% improvement frorn 2003. The relative weakening of
the US dollar compared with the euro and sterling negatively
affected results.

In our marketing businesses, strongly competitive sales
growth was maintained. This resulted both from our

investment 1o increase the quality of our portfolio and from
our focus on operational excellence. Owing 1o increased crude
preduct and base il prices, margins overall declined slightly
against those of 2003. We continued to strengthen our
competitive position in ail our operations through improved
site operating models and the developrment of distinctive
offers for customers,

Our investment in China deepenad through two new joint
ventures with PetroChina and Sinopec. We continued to
review our portfolio, resulting in the disposal of our refining,
retail and liguefied petroleum gas (LPG) businesses in
Singapore, while further retail network asset disposals were
completed in 2004. From 1 January 2005, the Aromatics and
Acetyls businesses wili join the segment and the Lavéra and
Grangemouth refineries will be included in the Olefins and
Derivatives business.

A record performance for the refining business was
underpinned by strong product demand and good availability,
which averaged 95.4% in 2004. We concentrated on
optimizing our assets and taking advantage of our global
scale and presence. Focus on supply optimization, feedstock
selection and product value maximization helped us to
capture high margins. BP's Glebal Indicator Refining Margin
was $6.08 a barrel, up from $3.88 in 2003. Total global
refining throughput was down by about 4% as a result
of planned disposals.

I our retail business, the number of sites carrying the
BP helios expanded to 19,828 worldwide during 2004. We
launched Ultimate gascline and diesel fuels in Australia,
Austria, France, Germany, Poland and Portugal. These enhanced
products deliver improved performance with fewer emissions
than standard fuel grades, and have received positive
responses from customers.

in our fubricants business, we focused on pursuing key
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Petrochemicals

i Segment resuits ($ million}

: 1
: wigy | 900

Strategy

« Separate the portfolio, enabling the individual parts to
develop suategic paihs that deliver distinctive returns, We
plan to divast the Olefing and Derivatives business, possibly
siarting with an Initial Public Offering in the second half of
2005, susject 10 market conditions and necessary approvals.
Integrate the Aromstics and! Acetyls businesses within the
Refining and Marketing segment, gaining operational and
organizational synergies. Maintain leading market shares and
technology i these high-growth businesses, with a strong
presence in Asia,

» Focus the overall portiolio on areas with competitive
advantage and resiructure other assets.

Focus

Our petrochemicals businesses have significant global market
positions, underpinned by leading proprietary technology and
strong manufacturing capabilities. Ouwr activiiies focus on those
areas wilh a distinciive and significant competitive position.
Qur products are ultimately used to service a wide range

of consumer applications, increasingly in the fast-growing
markets of Asia Pacific and China in pariicular.

customer segments and markets where we believe we have
a premium position. Qur brands continued to experience
above-market volume growth, supported by new marketing
initiatives. Growth was particutarly strong in Asia, with Castrol
BikeZone successfully launched in India and Vietnam. New
product launches took place across the world, including
Castrol GTX Start Up in the US and Castrol GTX High Mileage
in Europe.

2004 was also a good year for business-to-business fuels
marketing activity in both margin and volume, particularly in the
marine and aviation sectors. This was partially offset by margin
squeeze and price lag in the lubricants and LPG businesses,
although volume demand remained robust. We also successfully
launched the innovative new BP Gaslight composite LPG
cylinder and Castrol TLX Plus in marine lubricants.

Petrochemicals

Petrochemicals’ result was a loss of $900 millicn in 2004.
Reccrd sales and production volumes, underpinned by
strong demand and by increased utilization and reliability
at manufacturing sites, were more than offset by higher
exceptional and non-operating charges.

Focus on commercial and operational excellence, together
with generally improved market conditions, accelerated
performance. Margin expansion was achieved despite high
and volatile prices for energy and feedstocks.

The segment continued to upgrade its portfolio, focusing on
areas with competitive advantage. As a consequence, several
businesses that did not meet our strategic and financial criteria
were sold, together with the anncunced closure of several
manufacturing units. Substantial progress was made in
constructing the SECCQ chemicals complex near Shanghai
{BP 50%) and expanding the Chocolate Bayou olefins operation
in Texas. Qutput from these investiments is expected in 2005,
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In 2004, we announced that, from 1 January 2005, the
Olefins and Derivatives (O&D) business would operate on
a standalcne basis within the BP group. We plan to divest the
0O&D business, possibly starting with an Initial Public Offering
in the second half of 2005, subject to market conditions and
the receipt of necessary approvals. The O&D business markets
a wide range of petrochemicals, manufactured in more than
20 locations worldwide.

During 2004, several initiatives were announced, designed
10 strengthen the competitive standing of the O&D business.
The Grangemouth and Lavéra refineries will be incorporated
into O&D, so preserving the opportunity to enhance further
the benefits of site integration with their neighbouring
petrochemicals operations. BP also agreed to acquire
Solvay's interests in the two BP Solvay high-density
polyethylene ventures for inclusion in Q&D. Finally, Nova
Chemicals and O&D agreed in principle to combine their
respective styrene polymer interests in a joint venture,
creating 2 major Eurppean polystyrene gperation. Subject
to regulatory approval, the joint venture is expected to
start in mid-2005.

BP will retain the Aromatics and Acetyls {A&A) operations
as an important part of its customerfacing activities. The A&A
businesses have among the largest global market shares and
advanced technologies in these high-growth sectors. BP aims
to grow the A&A businesses and several ongoing expansion
projects in Asia will start up in 2005,

With the announced changes, the Petrochemicals segment
ceased to report separately as from 1 January 2005. The
A&A operations will be included within the Refining and
Marketing segment; the O&D business will report within
Other businesses and corporate. The new struciure is
designed to offer the greatest opportunity for further
improvement in overall performance and financial returns.
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Gas, Power and Renewables

Segment resufts ($ million}

{ [f""- 943

Strategy

+ Capuure distinctive world-scale market positions ahead
ol supply.

+ Expand gross margin by providing distinctive producis 10

selected customer segmentis and optimizing the gas and

power valua chamns.

Buitd a sustainable solar husiness and continue o

assess lthe application of renewable and alternative

energy sources.

Focus

In ine with changing demand patterns {or cleaner fuels,

BP seeks 1o participate at scale in the {ast-growing markels

for natural gas. ges figuids and solar energy. We currently hold
some of the largest markei shares in volumes sold in North
Amencan gas and natural gas liquids (NGLs) and significant
sirengih in both the liquefied naiural gas {LMNG) and solar global
markets. We are expanding our LNG business by accessing
import terminals in Asia Pacific, North America and Europe.

Gas, Power and Renewables

The resuit for the year was $943 million, an increase of 65%
aver 2003 and underpinned by record sales volumes achieved
across all four principal business areas of LNG, NGLs, gas
marketing and solar, The NGLs business benefited from a firm
market environment by increasing sales by 14% and achieving
high levels of availability. Sales of natural gas increased by
4%, whiie volumes of gas supplied into liquefaction plants
rose by 11%. The solar business grew sales by 38% and
delivered a full-year operating profit for the first time.

We took a number of important steps 1o access major
growth markets for the group’s equity gas. In Asia Pacific,
agreements for the supply of LNG from the proposed Tangguh
development in Indonesia (BP 37.16%) were signed with
POSCO and K Power for supply to South Korea and with
Sempra for supply to Mexico and US markets, Together
with an earlier agreement to supply LNG to China, more
than seven million tonnes a year of Tangguh LNG have been
secured. This was a significant factor in the decision to sanction
the development in garly 2005.

In the Atlantic and Mediterranean regions, significant
progress was also made in creating opportunities 1o supply
LNG to North American and European gas markets. In Egypt,
we signed agreements to supply gas to the Damietta LNG
plant and 1o purchase 1.45 billion cubic metres per year of
LNG for supply to world markets. Agreements finalized with
NGT Transco will make BP and Sonatrach of Algeria the first
companies since the 1980s to import LNG into the UX market
from 2005.

Plans for the development of new LNG import terminals on
the US East and Gulf coasts made good progress. These new
access points to market, together with existing capacity rights
at Cove Point in Maryland, US, Bilbao in Spain and Isle of Grain,
UK, should provide important opportunities to maximize the

value of the group’s gas supplies from Trinidad, Egypt
and elsewhere,

In the NGLs business, we maintained our position in North
America as one of the largest marketers and producers in
terms of production and sales volumes. There we had a very
strong year, benefiting from the high prices of NGLs seen
during 2004 and the wide differences between natural gas
feedstocks and liquids prices, which give higher earnings.

In Egypt, a new NGLs extraction plant {BP 33.33%) began
gas processing at Port Said.

Our gas marketing and trading business had a good year,
with an operating result ahead of 2003's record performance.
In North America, we are the largest gas marketer in volumes
sold to end-use and wholesale markets and have a growing
power marketing and trading business. Our marketing and
trading scale and scope provide exemplary market access
for the group’s North American equity gas production and
LNG imports. We secured long-term capacity in several new
western US pipeline projects to support expected Rockies
production growth and avoid capacity constraints seen in the
past. We continued to expand our market presence in North
America by acquiring two gas marketing companies and
extending two key energy alliance agreements.

Cur solar business saw a record year, with strong sales
growth, a positive operating result and positive cash flow.
The business benefited from the restructuring undertaken
in 2003, which reduced the cost of supply, and also from
strong industry demand, which is supporting higher
revenues. We reduced product lines and distributars and
improved customer focus and brand loyalty. Our global ‘lean
manufacturing’ initiative delivered major improvements in
productivity, and production from our main operating facilities
in Madrid, Spain, and Frederick, US, was stepped up to supply
the higher sales.



Environmental and social performance

Our fundamental purpose, as defined by BP's board, is 1o
maximize shareholder value on a long-term basis by providing
constantly improving goods and services in a strongly
competitive way. To be sustainably successful, we have

10 gain and retain the support of many people, including
employees, shargholders, customers and communities.

This report summarizes our performance. More detail is
published in BP Sustainabifity Report 2004,

BP: our business

The way we work is guided by values ~ integrity, honest dealing,
treating everyone with respect and dignity, striving for muiual
advantage, transparency and contributing to human progress.
These values are enshrined in practical policies and standards
that govern areas of our activity, including health, safety,
security, environment, ethical conduct and busingss
relationships.

We use a system of risk management to assess the impact
of our activities on the environment, local economies and
communities. Where appropriate, accountability for managing
environmental and social impacts is part of managers’
performance contracts, with specific objectives and milestones.

People's safety is of the highest priority. Managers are
accountable for ensuring that safety risks are properly
addressed, staff are trained and facilities are well maintained.
We closely monitor our safety performance.

In 2004, the number of injury cases (resulting in our
employees or contractors being away from work for a day or
more} was 0.08 per 200,000 hours worked, compared with
0.09 in 2003. This performance is approaching the best in our
industry and also within our target set at 0.09 for 2004,

Despite meeting this important target and reducing overall
injury rates, we deeply regret the 11 workforce fatalities in 2004.
This compares with 20 in 2003 and 13 in 2002,

As a glcbal organization, we believe our workforce, leadership
and recruitment should reflect the diverse communities in
which we operate. We are continuing to focus on employing
and developing local staff and leaders in our operations
worldwide. Programmes in countries including China, Angola
and Azerbazijan are ensuring that we continue to increase the
number of local employees.
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2Days away from work case frequency (DAFWCF} is the annuai frequency (per
200,000 hours) of injuries that resuli in a person lemployee or contractor) being
unable 10 work for a day {shift) or more. For a full understanding of the underlying
data on DAFWCE please refer o our website.
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Our policy is to ensure equal opportunity in recruitment,
career development, promotion, training and reward for all
employees, including those with disabilities. All applicants and
employees are assessed against clear criteria related to job
requirements. Where existing employees become disabled,
our policy is to provide continuing employment and training
wherever practicable.

Qur People Assurance Survey (PAS), compleied by 74% of
our employees in 2004, showed a 4% improvement in overall
employee satisfaction.

BP values the diversity of its leadership. At the end of 2004,
15% of our top 610 leaders were female and 19% were of
nationalities other than the UK or US. Qur employes surveys
show that an inclusive culture is spreading. In 2004, 70%
of BP employees who responded to the PAS believed the
company had created an environment where people with
diverse backgrounds could succeed, up from 67% in 2003
and 60% in 2000. We sirive to build an environment in which
everyone can feel part of a meritocratic organization.

During 2004, we made further progress in learning and
developrnent opportunities for employees. Around 5,000 people
undertook the First Level Leaders programme, which provides
training for the first tier of management. More than 1,800 of
our 6,000 senior leaders took part in the Senior Level Leaders
programme, designed to develop their leadership capabilities.

BP's fourth Global Graduate Forum was attended by around
300 graduates who joined in 2002, while around 250 pecple
attended the Discover BP programme, launched 10 help senior
experienced recruits integrate rapidly into BP

We continve to support employee share ownership. Through
our award-winning ShareMatch plan, run in 75 countries, we
match BP shares purchased by employees.

Communications with employees include global and local
magazines, intranet sites, DVDs, targeted e-mails and face-
to-face communication. Tearn meetings are the core of our
employee consuitation, complermented by formal processes
through works councils in parts of Europe. This communication,
along with training programmes, raises awareness of the
financial, economic, social and environmental factors affecting
BP’s performance and contributes to employee development
and motivation.

We continue to emphasize the importance of doing business
with high standards of ethical conduct. To enhance our focus
on compliance with laws, regulations and internal policies and
standards, we developed a new centralized compliance and
ethics function during 2004.

We promote our global employee concerns programme —
OpenTalk - to give our staff the opportunity to report possible
breaches of law or company policy without fear of retaliation.
OpenTalk can be contacted via telephone, letter, e-mail or fax
and provides a translation service. Matters raised are held in
strict confidence and are referred for investigation via regional
ombudsmen within BP for resolution. During 2004, 343 reports
were received from 44 countries and, where appropriate, action
was taken.

Staff in positions of responsibility review with their teams ali
compliance and ethical issues arising during the year. They then
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certify to their manager that their personal actions and those
of their ieams have complied with the law and with company
policy, disclosing any areas of possible non-compliance.

On completion of the process, the group chief executive
prepares his personal certificate on behalf of BP In future
years, these reports will be prepared against the requirements
cutlined in our new code of conduct.

We continue to apply our strong anti-corruption policy,
including prohibiting facilitation payments and identifying and
correcting any areas of non-compliance. We take disciplinary
measures where appropriate. In 2004, this included the
dismissal of 252 people for unethical behaviour, including
fraugd, theft and dishonesty.

BP does not make corporate political contributions anywhere
in the wortd and specificalty made no donations to UX or other
EU political parties or organizations in 2004,

Promoting health awareness among our employees,
contractors and local communities provides long-term benefits
to our peopte and our business. In many areas of the world
we face significart health issues, such as HV/AIDS. During
2004, we increased our capability to assess health risks and
implemented local initiatives.

BP and the environment

BP was the first major oil company to state publicly that the
risks of climate change were $erious and that precautionary
action was justified. While uncertainties remain, we believe
business planning and long-term strategy should be based
on the need o stabilize atmospheric concentrations of
greenhouse gases.

In 2001, BP had succeeded in lowering operational
emissions by 10% from 1990 levels. We now aim to offset
growth in our emissions by 2012, with reductions achieved
partly from operational efficigncy projects and partiy from
the supply of products that are cleaner or offer improved
fuel efficiency.

Our 2004 operational emissions of 81.7 million tonnes
(Mte) were similar to those of 2003 {83.4Mte). Our emissions
would have been higher but for planned improvernents in
operational efficiencies and divestments. The efficiencies
resulted in more than 1Mte of sustainable reductions, which
now total about 4Mte since 2001.

BP recognizes the need to protect and conserve sensitive
areas that house the rich biodiversity of our planet. We will
onily work within sensitive areas if we believe we can properly
manage any risks to the environment.

We have made a commitment 10 publish the results of
risk assessments relating to any new activities in World
Conservation Union {IUCN) designated sites. In 2004, no
decisions were taken to go into such areas. Our website
details all known IUCN category | to V] areas where we have
facilities, During 2004, further work was undertaken to ensure
that our appreach when entering areas for exploration and
production is consistent and transparent.

By the end of 2004, 100% of our major operations had
been independently certified to the ISO 14001 international
standard on environmental management, This system drives
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continuous perfermance improvement at our sites 1o reduce
air emissions, water discharges and accidental releases,
including ol spills io sea or land.

Cur shipping fleet transports significant volumes of oil and
gas around the world. In 2004, BP continued its strategy of
increasing its fleet in order to control the risk of a major oil
spill more effectively. Our owned and cperated fleet has
grown from 36 ships in 2003 to 42 ships in December 2004,
38 of which are double-hulled. Most of these vessels are
leased, an approach that enables the group to renew the
fleet periodically. We also charter additional vessetls, which
are vetied 10 ensure they meet our rigorous standards.

In the area of renewable and alternative energies, BP’s
research and development focus has been on photovoltaics
and hydrogen. We are pursuing initiatives aimed at improving
the efficiency and cost of solar cells as well as the
development of new silicon sources and alternative wafer
tabrication technigues. In hydrogen, we use our international
portfolio of practical demonstration projects (o test new
technologies and foster innovation.

BF in society
We try to ensure that our relationships with non-governmental
organizations (NGQOs), customers, suppliers, communities and
governments are founded on the basis of mutual agvantage.
Our relationships develop over many years by seeking to
understand the needs and aspirations of all with whom we
do business.

We made further progress on some concerns related
to the construction of the BTC pipeline, a project that has
attracted some NGO opposition, particularly over human
rights issues. The pipeline is being constructed to transport
oil from the Caspian to the Mediterrangan, so avoiding
shipping through the Bosporus, and will help meet growing
world demand.

We believe that open and thriving societies create the
best environment for business, During 2004, we contributed
to international discussions on the issue of transparency.
The Extractive Industries Transparency Initiative (EITI) is an
important programme that provides guidelines for disclosing
the amount of revenue governments receive from energy
companies, so demonstrating the scale of the funds available
for public spending. Towards the end of 2004, a Memorandum
of Understanding was signed in Baku, Azerbaijan, by the
government, state and foreign cil companies, setting out
clearly the process for imglementation of the EITl in
Azerbaijan. BP is committed to encouraging the acceleration
of this process and will be supporting it with the publication
of relevant data and information.

Our business activities affect — and benefit - people
worldwide. We seek t0 extend these henefits as broadly
as possitle. During 2004, we reviewed our strategy of
social investment and intend to focus on edugation, on
the development of thriving local enterprise and on
providing access to energy in remote jocations. We continue
to support many initiatives in the communities in which
we operate.



Other financial issues

Critical accounting policies

BP prepares its financial statements in accordance with
UK generally accepted accounting practice (UK GAAP). The
group’s significant accounting policies are summarized on
pages 40-43.

The accounis for the year ended 31 December 2004 have
been prepared using accounting policies consistent with those
adopted in the preparation of the 2003 accounts, except for
the change in accounting policy for pensions and other post-
retirement benefits and for shares held in emplaoyee share
ownership plans for the benefit of employee share schemes.

Segment information for 2003 has been restated to reflect
the transfer of the natural gas liquids (NGLs) activities from
Exploration and Production to Gas, Power and Renewables.

Inherent in the application of many of the accounting policies
used in the preparation of {he financial statemenis is the need
for BP management 10 make estimates and assumptions that
affect the reported amounts of assets and liabilities at the date
of the accounts and the reported amounts of revenues and
expenses during the reporting pericd. Actual outcomes could
differ from the estimates and assumptions used.

The following summary provides further information about
the critical accounting policies that could have a significant
impact on the resuits of the group and should be read in
conjunction with the Notes on Accounts.

The accounting policies and areas that require the most
significant judgements and estimates to be used in the
preparation of the consolidated financial statements are in
relation to oil and natural gas accounting, inctuding the
estimation of reserves; impairment; and provisions for deferred
taxation, decommissioning, environmental liabilities, pensions
and other post-retirement benefits.

Accounting policy changes in 2004

From 1 January 2004, BP changed its accounting policies for
pensions and other post-retirement benefits. In addition, BP also
changed its accounting policy for shares heid in employee share
ownership plans for the benefit of employee share schemes.

With effect from 1 January 2004, BP has adopted a hew
UK accounting standard: Financia! Reporting Standard Ne. 17
'Retirement Benefits’' (FRS 17). FRS 17 requires that the assets
and fiabilities arising from an employer's retirement benefit
obligations and any related funding should be included in the
financial statements at {air value and that the operating costs of
providing retirement benefits to employees should be recognized
in the income statement in the periods in which the benefits
are earned by employees. This contrasts with SSAP 24, which
requires the cost of providing pensions to be recognized on a
systematic and rational basis over the period during which the
employer benefits from the employee’s services. The difference
betwesen the amount charged in the income statement and the
amount paid as contributions inta the pension fund is shown as
a prepayment or provision on the balance sheet.

Urgent Issues Task Force Abstract No. 38 Accounting for
Employee Share Ownership Plan [ESOP) Trusts' {(Abstract No. 38)
changes the presentation of an entity’s own shares held in an
ESOP trust from requiring them to be recognized as assets
to requiring them to be deducted in arriving at shareholders’
funds. Transactions in an entity’s own shares by an ESQP trust
are similarly recorded as changes in shareholders’ funds and do

(%)

not give rise to gains or losses. This treatment is in fine with
the accounting for purchases and sales of own shares set out
in Urgent Issues Task Force Abstract No. 37 ‘Purchases and
Sales of Own Shares’ {Abstract No. 37).

Absiract No. 37 requires a holding of an entity's own shares
to be accounted for as a deduction in arriving at sharehofders’
funds, rather than being recorded as assets. Transactions in
an entity’s own shares are similarly recorded as changes in
shareholders’ funds and do not give rise 1o gains or losses.
Abstract No. 37 applies where a company purchases treasury
shares under new legislation that came into effect in
December 2003.

Urgent |ssues Task Force Abstract No. 17 ‘Employee share
schemaes' {Abstract No. 17) was amended by Abstract No. 38
10 reflect the consequences for the profit and toss account of
the changes in the presentation of an entity’s own shares held
by an ESOP trust. Amended Abstract No. 17 requires that the
minimurn expense should be the difference between the fair
value of the shares at the date of award and the amount that
an employee may be required to pay for the shares (i.e. the
‘intringic value' of the award). The expense was previously
determined either as the intrinsic value or, where purchases
of shares had been made by an ESOP trust at fair value,
by reference to the cost or book value of shares that were
available for the award.

These changes in accounting policy have resulted in a prior
year adjustment. BP shareholders' interest at 1 January 2003
has been reduced by $5,760 million and the profit for the year
ended 31 December 2003 increased by $215 million.

Oil and natural gas accouniing Accounting for il and ges
exploration aclivity is subject to special accounting rules that
are unigue to the oil and gas industry. In the UK, these are
contained in the Statement of Recommended Practice {SORP)
‘Accounting for Oil and Gas Exploration, Development,
Preduction and Decommissicning Activities”.

The group follows the successful efforts method of accounting
for its oil and natural gas exploration and production activities.

The acquisition of geolegical and geophysical seismic
information, prior to the discovery of proved reserves, is
expensed as incurred, similar to accounting for research
and development costs.

Licence and property acquisition costs are initially capitalized
as unproved properties within intangible assets. These costs
are amortized on a straight-line basis until such time as either
exploration drilling is determined to be successful or it is
unsuccessful and all costs are written off, Licence and
property acquisition costs are not subject to pericdic
assessments for impairment.

For expioration wells, costs directly associated with the
drilling of wells are temporarily capitalized within intangible
fixed assets, pending determination of whether potentially
economic oil and gas reserves have been discovered by the
drilling effort. These costs include employee remuneration,
materials and fuel used, rig costs, delay rentals and payments
made to contractors, This is usually made within one year
after well compietion, but can take longer, depending on
the complexity of the geologic structure. If the well did not
encounter potentially economic oil and gas quantities, the well
costs are expensed as a dry hole and are reported in exploration
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expense. Exploration wells that discover potentially economic
quantities of oil and gas and are in areas where major capital
expenditure (e.g. offshore platform or a pipefine) would be
required before production could begin, and where the economic
viability of that major capital expenditure depends upon the
successful completion of further exploration work in the area,
remain capitalized on the balance sheet as long as additional
exploration appraisal work is under way or firmly planned,

For complicated offshore exploration discoveries, it is not
unusual to have exploration wells remaining suspended on the
balance sheet for several years while additional appraisal drilling
and seismic work on the potentiaf oil and gas field is performed
or while the optimum development plans and timing are
established, As with licence and property acquisition costs,
there is no periodic impairment assessmeni of suspended
exploration well costs. All such carried costs are subject to
regutar technical, commercial and management review, on
at Jeast an annual basis, to confirm the continued intent to
develop, or otherwise extract value from, the discovery. If this
is no longer the case, the costs are immediately expensed.

Once a project is sanctioned for development, the carrying
values of licence and property acquisition costs and exploration
and appraisal costs are transferred to production assets within
tangible assets.

The capitalized exploration and development costs for proved
oil and gas properties (which include the costs of drilling
unsuccessful wells) are amortized on the basis of oilequivaient
barrels that are produced in a period as a percentage of the
estimated proved reserves. The estimated proved reserves
used in these unit-of-production calculations vary with the
nature of the capitalized expenditure. The reserves used in the
calcutation of the unit-of-praduction amortization are as fellows:

{a) Proved developed reserves for producing wells.

{b) Total proved reserves for development costs.

{c) Total proved reserves for licence and property

acquisition costs.

{d) Total proved reserves for future decommissioning costs.

The impact of changes in estimated proved reserves is dealt
with prospectively by amortizing the remaining book value
of the asset over the expected future production. If proved
reserve estimates are revised downwards, earnings could
be affected by higher depreciation expense or an immediate
write-down of the properiy's bock value (see discussion of
impairment of fixed assets and goodwill below).

Given the large number of producing fields in the group’s
portfolio, it is unlikely that any changes in reserve estimates,
year on year, will have a significant effect on prospective
charges for depreciation.

Oil and natural gas reserves The group manages its
hydrocarbon resources in three major categories: prospect
inventory, non-proved reserves and proved reserves. YWhen

a discovery is made, volumes transfer from the prospect
inventory to the non-proved reserve category. The reserves
move through various non-proved reserves sub-categoeries as
their technical and commercial maturity increases through
appraisal activity. Reserves in a fleld will only be categorized
as proved when all the criteria for attribution of proved status
have been met, including an internally imposed requirement for
project sanction, or for sanction expected within six months.
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Internal approval and {inal investment decision are what we
refer to as project sanction.

At the point of sanction, all booked reserves wilt be
categorized as proved undeveloped {PUD). Volumes will
subsequently be recategorized from PUD to proved developed
[PD) as a consequence of development activity. The first PD
hookings will occur at the point of first oil or gas production.
Major development projects typically take one to four years from
the time of initial booking to the start of production. Adjusiments
may be made to booked reserves due to production, reservoir
performance, commercial factors, acquisition and divestment
activity and additional reservoir development activity.

The group reassesses its estimate of proved reserves on an
annual basis. The estimated proved reserves of oil and natural
gas are subject to future revision. As discussed below, oil and
natural gas reserves have a direct impact on certain amounts
reported in the financial statements.

Proved reserves do not include reserves that are dependent on
the renewal of exploration and production licences unless there
is strong evidence to support the assumption of such renewal.

The group estimates its reserves of oil and natural gas
according to the UK Statement of Recommended Practice. This
differs from the basis for determining reserves required by the
US Securities and Exchange Commission. Estimates of the
group's proved reserves of oil and natural gas are shown on
pages 87-92, together with more information about the group's
processes for booking reserves and the difference between
the reserves determined for the group's UK and US reporting.

tmpairment of fixed assets and gocdwil BP assesses its fixed
assets, including goodwill, for possible impairment if there are
events or changes in circumstances that indicate that carrying
values of the assets may not be recoverable, Such indicators
include changes in the group’s business plans, changes in
commegdity prices ieading to unprofitable performance and,
for oil and gas properties, significant downward revisions of
estimated proved reserve quantities. The assessment for
impairment entails comparing the carrying value of the income-
generating unit and associated goodwill with the recoverable
amount of the asset, that is, the higher of net realizable value
and value in use. Value in use is usually determined on the
basis of discounted estimated future net cash flows.

Determination as to whether and how much an asset is
impaired involves management estimates on highly uncertain
matters such as future commodity prices, the effects of
inflation and technology improvements on operating expenses,
production profiles and the outlook for global or regional
market supply-and-demand conditions for crude oil, natural
gas, commedity chemicals and refined producis.

For oil and natural gas properties, the expected future cash
flows are estimated based on the group’s plans to continue
to produce and develop proved and associated risk-adjusted
probable and possible reserves. Expected future cash flows
from the sale or production of reserves are calculated based on
the group’s best estimate of future oil and gas prices. Previously,
these were a Brent Qil price of $20 per barrel and @ Henry Hub
gas price of $3.50 per mmBtu. Beginning in the fourth quarter of
2004, this has been modified. Prices used for future cash fiow
calculations are assumed to decline from existing leveis in
equal steps over the next three years to the leng-term planning
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assumptions {currently $20/$3.50 for Brent and Henry Hubj.

These long-term planning assumptions are subject to periodic

review and modification, The estimated future level of production

is based on assumptions about future commodity prices, lifting

and development costs, field decline raies, market demand

and supply, economic regulatory climates and other factors.
Charges for impairment are recognized in the group's results

from time to time as a result of, among other factors, adverse

changes in the recoverable reserves from oil and natural gas

fields, low plant utilization or reduced profitability. If there

are low oil prices or nawral gas prices or refining margins

or chemicals margins aver an extended period, the group

may need to recognize significant impairment charges.

Deferred iaxaiion The group has approximately $7.7 biflion of
carry-forward tax losses in the UK and Germany, which would
be available to offset against future taxable income. ltis
unlikely that the group’s effective tax rate will be significantly
affected in the near term by utilization of losses not previously
recognized as deferred tax assets. Carry-forward tax losses in
other taxing jurisdictions have not been recognized as deferred
tax assets, and are unlikely to have a significant effect on the
group’s tax rate in future years.

Deferred taxation is not generally provided in respect of
liabilities that may arise on the distribution of accumulated
reserves of overseas subsidiaries, joint ventures and
associated undertakings.

Jecomnussionm ¢ests The group holds provisions for the
future decommissioning of cil and natural gas production
facilities and pipelines at the end of their economic lives,

The largest asset remgoval obligations facing BP relate to the
removal and disposal of oil and natural gas platforms and
pipelines around the world. The estimated discounted costs of
dismantling and remaving these facilities are accrued on the
insiallation of those facilities, reflecting our legal obligations at
that time. Most of these removal events are many years in the
future and the precise requirements that will have to be met
when the removal event actually occurs are uncertain. Asset
removal technologies and costs are constantly changing, as
well as pelitical, envircnmental, safety and public expectations.

Consequently, the timing and amounts of future cash flows are
subject to significant uncertainty.

The timing and amount of future expenditures are reviewed
annually, together with the interest rate to be used in discounting
the cash flows. The interest rate used to determine the balance
sheet obligation at the end of 2004 was 2.0%, 0.5% lower than
at the end of 2003. The interest rate represents the real rate
fi.e. adjusted for inflation) on long-dated government bonds.

Ermvironrmental costs BP also makes judgements and estimates
in recording costs and establishing provisions for environmental
clean-up and remediation costs, which are based on current
informaticn on costs and expected plans for remediation.
For environmental provisions, actual costs can differ from
estimates because af changes in laws and regulations, public
expectations, discovery and analysis of site conditions and
changes in clean-up technology.

The provision for environmental liabilities is reviewed at least
annually. The interest rate used to determine the balance sheet

obligation at 31 December 2004 was 2.0%, 0.5% lower
than at the previous balance sheet date.

Pansions and other posi-redrement henelits Accounting
for pensions and other post-retirement benefits involves
judgerment about uncertain events, including estimated
retirement dates, salary levels ai retirement, mortality rates,
rates of return on plan assets, determination of discount rates
for measuring plan obligations, heatthcare cost-trend rates and
rates of utilization of healthcare services by retirees. These
assumptions are based on the environment in each country.
Determination of the projected benefit obligations for the
group's defined benefii pension and post-retirement plans is
imporiant o the recorded amounts for such obligations on the
balance sheet and to the amount of benefit expense in the
income statement. The assumptions used may vary from year
10 year, which will affect future results of operations. Any
differences between these assumptions and the actual
outcome also affect future resuits of cperations.

Pension and other post-retirement benefit assumptions
are discussed and agreed with the independent actuaries in
December each year. These assumptions are used to determine
the projected benefit obligation at the year end and hence the
surplus and deficits recorded on the group’s balance sheet, and
pension and post-retirement expense for the following year.

Adoption of International Financial Reporting Standards

An ‘International Accounting Standards Regulation’ was
adopted by the Council of the European Union (EU} in June
2002, This regulation requires all EU companies listed an an
EU stock exchange to use ‘endorsed’ International Financia!
Reperting Standards {IFRS), published by the International
Accounting Standards Board [1ASB), to report their consolidated
results with effect from 1 January 2005. The I1ASB completed
its development of IFRS to he adopted in 2005 during the first
haif of 2004, but has also published certain amendments and
interpretations of IFRS which would be available for early
adoption if endorsed. by the EU.

The process of endorsement of (FRS by the EU to allow
adoption by companies in 2005 is well advanced but not
yet complete.

BP’s project team includes a broadly based representation
from across the group designed 1o plan for and achieve a
smooth transiticn to |[FRS. The project team has examined
all implernentation aspects, including changes to accounting
policies, the presentation of the greup's results, systems
impacts and the wider business issues that may arise from
such a fundamental change. The group is now prepared t0
report its results from the first quarter of 2005 onwards using
IFRS. However, the implementation may still be affected by
developments in the |JASB’s standard-setting'process.and the
endorsement of standards and interpretations by the EU.

The greoup has decided that, for the purposes of the
restatement of prior periods currently reported under UK GAAP
the date of transition to IFRS is 1 January 2003. However, in
accordance with the provisions of IFRS 1, the date-of adoption
of IAS Nos. 32 and 39, which deal with the recognition and
presentation of financial instruments, is set at 1 January 2005,
with no restatement of prior periods’ results,

We are in the process of finalizing the restatements of the
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results and financial position for 2003 and 2004 under IFRS,

and intend 1o release this infermation in mid-March 2005.

Our current view is that the major effects of changing from our
current accounting practice io IFRS are in the following areas:
goodwill acquired in a business combination; deferred tax
related to business combinations and in respect of the valuation
of stocks; accounting for items falling within the scope of

IAS Nos. 32 and 39, including embedded derivatives and hedge
accounting; the treatmeni of major overhaul expenditure;
exchanges of fixed assets; recognition of dividend liabilities; and
share-based payments. Certain joint arrangements with third
parties, where BP currently accounts for its share of individual
assets, liabilities, income and expense, will be accounted for
using the equity meihod, resulting in reclassifications within
the income statement and balance sheet.

Financial risk management

The group co-ordinates certain key activities on a global basis
in order to optimize its financial position and performance.
These include the management of the currency, maturity and
interest rate profile of finance debt, cash, other significant
financial risks and relationships with banks and other financial
institutions. International oil, natural gas and power trading and
risk management relating to business operations are carried
out by the group’s ¢il, naturat gas and power trading units.

The rmain financial risks faced by the group through its
normal business activities are market risk, credit risk and
liguidity risk. These risks and the group’s approach to dealing
with them are discussed below.

The adoption of IFRS from 1 January 2005 does not
fundamentally change BPF's approach to managing financial risk.
The new requirement may, however, introduce some volatility
into earnings for the recognition and measurement of certain
financial instruments.

iviarket rste Market risk is the possibility that changes in currency
exchange rates, interest rates or oil, natural gas and power
prices will adversely affect the value of the group's financial
assets, liabilities or expected future cash flows. Market risks are
managed using a range of derivatives. The group also trades
derivatives in conjunction with these risk management activities.

All derivative activity, whether for risk management or trading,
is carried out by specialist teams who have the appropriate
skills, experience and supervision. These teams are subject
to close financial and management control. The appropriate
governance, control framework and reporting processes are in
place to oversee these internal control and risk management
activities. On an ongoing basis, an independent cantrol function
monitors compliance with BP's policies that are in ling with
generally accepted industry practice, reflecting the principles
of the Group of Thirty Global Derivatives Study. The control
framework includes prescribed trading limits that are reviewed
regularly by senior management, daily meonitoring of risk
exposure using value-at-risk principles, marking trading
exposures 1o market and stress testing 10 assess the exposure
1o potentially extreme market situations.

For market risk management and trading, conventional
exchange-traded derivative instruments such as futures
and options are used, as well as non-exchange-traded

instruments such as swaps, ‘overthe-counter” opiions and
forward contracts.

Where derivatives constitute a hedge, the group’s exposure
10 market risk created by the derivative is offset by the
opposite exposure arising from the asset, liability, cash flow or
transaction being hedged. By contrast, where derivatives are
held for trading purposes, changes in market risk {actors give
rise to gains and losses, which are recognized in earnings in
the curreni period.

Currensy exchange raies Fluctuations in exchange rates can
have significant effects on the group’s reported profit. The effects
of most exchange rate fluctuations are absorbed in business
operating results through changing cost-competitiveness, lags
in market adjustment to movements in raies and conversion
differences accounted for on specific transactions. For this
reason, the 1oial effect of exchange rate fluctuations is not
identifiable separately in the group’s reported profit.

The main underlying economic currency of the group’s cash
flows is the US dollar, This is because BP’s major products are
priced internationalty in US dollars. BP's foreign exchange
management policy is 1o minimize economic and significant
transactional exposures arising from currency movements
against the US dollar. The group co-ordinates the handling
of foreign exchange risks centrally, by netting off naturally
occurring opposite exposures wherever possible, to reduce
the risks, and then dealing with any material residual foreign
exchange risks. Significant residual non-dollar exposures are
managed using a range of derivatives.

In addition, most group borrowings are in US dollars or are
hedged with respect to the US dollar.

Intesest rates The group is exposed to interest rate risk on
short- and long-term floating rate instruments and as a result of
the refinancing of fixed rate finance debt. The group is exposed
predominantly to US dollar LIBOR (London Inter-Bank Offer
Rate} interest rates as borrowings are mainly denominated in,
or are swapped into, US dollars. The group uses derivatives

to manage the balance between fixed and floating rate debt.

Qil, natwral gas and power prices BP's trading function uses
financial and commodity derivatives as part of the overal!
optimization of the value of the group’s equity cil production
and as part of the associated trading of crude oil, products

and related instruments. It also uses financial and commaodity
derivatives to manage certain of the group’s exposures 1o price
fluctuations on natural gas and power transactions.

Credit risk Credit risk is the potential exposure of the group

to loss in the event of non-performance by a counterparty. The
credit risk arising from the group’s normal comrmercial operations
is controlled by individual operating units within guidelines. In
addition, as a result of its use of derivatives to manage market
risk, the group has credit exposures through its dealings in

the financial and specialized oil, natural gas and power markets.
The group controls the related credit risk through credit
approvals, limits, use of netting arrangements and monitoring
procedures. Counterparty credit validation, independent of the
dealers, is undertaken before contractual commitment.
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Concenirauons of credi risk The primary activities of the
group are oil and natural gas exploration and production, gas
and power marketing and trading, oil refining and marketing
and the manufacture and marketing of petrochemicals. The
group's principal customers, suppliers and financial institutions
with which it conducts business are located throughout the
world. The credit ratings of interest rate and currency swap
counterparties are all of at Jeast investment grade. The credit
quality is actively managed over the life of the swap.

Liquidity st Liquidity risk is the risk that suitable sources of
funding for the group’s business activities may not be available.
The group has long-term debt ratings of Aal1 and AA+ assigned
respectively by Moody's and Standard and Poor's. The group
has access to & wide range of funding at competitive rates
through the capital markeis and banks. It co-ordinates
relationships with banks, borrowing requirerments, foreign
exchange requirements and cash management centrally.

The group believes it has access to sufficient funding and

also has undrawn cominitted borrowing facilities tc meet
currently foreseeable borrowing requirements.

At 31 December 2004, the group had substantial amounts
of undrawn borrowing facilities avalilable, including committed
facilities of $4,500 million expiring in 2005 ($3,700 million expiring
in 2004). These facilities are with a number of international
banks and borrowings under them would be at pre-agreed
rates. The group expects to renew these facilities on an annual
basis. Certain of these facilities support the group’s commercial
paper programme.

Insurance

The group generally restricts its purchase of insurance to
situations where this is raquired for legal or contractual
reasons. This is because external insurance is not considered
an economic means of financing fosses for the group. Losses
will therefore be borne as they arise rather than being spread
over time through insurance premia with attendant transaction
costs. This position wil! be reviewed periodically.

Environmental expenditure

Cperating and capital expenditure on the prevention, control,
abatement or elimination of air, water and sclid waste pollution
is often not incurred as a separately identifiable transaction.
Instead, it forms part of a larger transaction that includes, for
example, normal maintenance expenditure. The figures for
environmental operating and capital expenditure in the table
below are therefore estimates, based on the definitions and
guidelines of the American Petroleum nstitute.

Cperating expenditure 526 498
Clean-ups 25 45
Capital expenditure 524 546
New provisions for

environmental remediation 588 515
New provisions for decommissioning 294 1,159
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Environmental operating and capital expenditures for 2004
were broadly in line with 2003. Similar levels of operating and
capital expenditures are expected in the foreseeable future. In
addition to operating and capital expendiiures, we also create
provisions for future environmental remediation. Expenditure
against such provisions is normally in subsequent periods and
is not included in environmental operating expenditure reporied
for such periods, The charge for environmental remediation
provisions in 2004 includes $484 million resulting from a
reassessment of existing site obligations and $104 million
in respect of provisions for new sites.

Provisions for environmental remediation are made when a
clean-up is probable and the amount reasonably determinable.
Generally, their timing coincides with commitment to a formal
plan of action or, if earlier, on divestment or on closure of
inactive sites.

The extent and cost of iuture remediation programmes are
inherently difficult to estimate. They depend on the scale of
any possible contamination, the timing and extent of corrective
actions and also the group’s share of liability. Although the
cost of any future remediation could be significant and may
be material to the result of operations in the period in which
it is recognized, we do not expect that such costs will have a
material effect on the group’s financial position or liquidity. We
believe our provisions are sufficient for known requirements;
and we do not believe that our costs will differ significantly from
those of other companies engaged in similar industries, or that
our competitive position will be adversely affected as a resuli.

In addition, we make provisions over the useful lives of
our oil- and gas-producing assets and related pipelines to
meet the cost of eventual decommissioning. Provisions
for environmental remediation and decommissioning are
usuglly set up on a discounted basis, as required by Financial
Reporting Standard No. 12, ‘Provisions, Contingent Liabilities
and Contingent Assets’.

Further details of our environmental and decommissioning
provisions appear in Note 30 on Accounts on page 67. New
provisions for decommissioning in 2004 include increases
in respect of reassessment of existing provisions and new
provisions for certain fields on installation of facilities.

Creditor payment policy and practice

Statutory regulations issued under the UK Companies Act
1985 require companies to make a statement of their policy
and practice in respect of the payment of trade creditors.

In view of the international nature of the group's operations
there is no specific group-wide policy in respect of payments
10 suppliers. Relationships with suppliers are, however,
governed by the group's policy commitment to long-term
relationships founded on trust and mutual advantage. Within this
overall policy, individual operating companies are responsible for
agreeing terms and conditions for their business transactions
and ensuring that suppliers are aware of the terms of payment.
These terms are adhered to when payments are made, subject
to terms and conditions being met by the supplier.

BP p.lc. is a holding company with no business activity other
than the holding of investments in the group and therefore had
no trade creditors at 31 December 2004.
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Statement of directors’ responsibilities in respect of the accounts

Company law requires the directors to prepare accounis for each financial year that give a true and fair view of the state of aifairs

of the company and the group and of the profit or loss of the group for that period. In preparing those accounts, ihe directors

are required:

+ To select suvitable accounting policies and then apply them consistenthy.

+ To make judgements and estimates that are reasonable and prudent.

» To state whether applicable accounting standards have been followed, subject o any material departures disclosed and
explained in the accounts.

» To prepare the accounts on the going concern basis unless it is inappropriate to presume that the group will continue
in business.

The directors are aiso responsible for keeping proper accounting records that disclose with reasonable accuracy at any time
the financial position of the group and enable them to ensure that the accounis comply with the Companies Act 1985, They
are also responsible for taking reasonable steps to safeguard the assets of the group and 10 prevent and detect fraud and
other irregularities.

The directors confirm that they have complied with these requirements, and having a reasonable expectation that the company
has adequate resources 1o continue in operational existence for the foreseeable future, continue to adopi the going concern basis
in preparing the accounts,
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Independent auditors’ report

To the Members of BP p.l.c.

We have audited the group’s accounts for the year ended 31 December 2004, which comprise the group income statement,
balance sheets, group cash flow statement, statement of total recognized gains and losses, accounting policies and relaied notes
1 to 47. These accounts have been prepared on the basis of the accounting policies set out therein. We have also audited the
information in the Directors’ Remuneration Report contained in 87 Annual Report and Accounts 2004 that is described as having
been subject to audit.

This repori is made solely to the company’s members, as a body, in accordance with Section 235 of the Companies Aci 1985.
Our audit work has been undertaken s¢ that we might siate 1o the company’s members those matiers we are required 1o state
to them in an auditors’ report and for no other purpose. To the {ullest extent permitted by law, we do not accept or assume
responsibility 10 anyone other than the company and the company's members as a body, for our audit work, for this repori or
for the opinions we have jormed.

Respective responsibilities of directors and auditors
The directors are responsible for preparing the Annual Report and Accounts, including the accounts in accordance with applicable
United Kingdom law and accounting siandards as set out in the statement of directors’ responsibilities in respect of the accounts.

Our responsibility is to audit the accounts and the part of the Directors' Remuneration Report that is subject o audit in
accordance with relevant legal and regulatory requirements, United Kingdom Auditing Standards and the Listing Rules of the
Financial Services Authority.

We report to you our opinion as to whether the accounts give a true and fair view and whether the accounts and the parts of
the Directors’ Aemuneration Report that are subject to audit have been properly prepared in accordance with the Companies Act
1985. We also report to you if, in our opinion, the Directors’ Report, contained in BP Annual Report and Accounts 2004, is not
caonsistent with the accounts, if the company has not kept proper acgounting records, if we have not received all the information
and explanations we require for our audit, or if the information specified by law or the Listing Rules regarding directors’
remuneration and transactions with the group is not disclosed.

We review whether the corporate governance statement contained in 8P Annual Report and Accounts 2004 reflects the
company’s compliance with the nine provisions of the 2003 FRC Code specified for our review by the Listing Rules of the Financial
Servicas Autherity, and we report if it does not. We are not required to consider whether the board's statements on internal control
cover all risks and controls, or form an opinion on the effectiveness of the group’s corporate governance procedures o its risk and
control procedures.

We read other information contained in BP Annual Report and Accounts 2004 and consider whether i1 is consistent with the
audited accounts. This other information comprises the United States accounting principles, the supplementary information on
oil and natural gas quantities, the five-year summaries, the Directors’ Report and the unaudited part of the Directors” Remuneration
Report. We consider the implications for our report if we becorne aware of any misstatements or material inconsistencies with
the accounts. Our responsibilities do not extend to any other information.

Basis of audit apinion

We conducted our audit in accordance with United Kingdom Auditing Standards issued by the Auditing Practices Board, An
audit includes examination, on a test basis, of evidence relevant to the amounts and disclosures in the accounts and the parts
of the Directors’ Remuneration Report that are subject to audit. It also includes an assessment of the significant estimates and
judgements made by the directors in the preparation of the accounts, and of whether the accounting policies are appropriate
to the group’s circumstances, consistently applied and adequately disclosed.

We planned and performed our audit so as to obtain all the information and explanations which we considered necessary in
order to provide us with sutficient evidence to give reasonable assurance that the accounts and the parts of the Directors’
Remuneration Report that are subject to audit are free from material misstaternent, whether caused by fraud or other irregularity
or error. In forming our opinion-we also evaluatad the overall adequacy of the presentation of information in the accounts and
the part of the Directors’ Remuneration Report that is subject to audit.

Opinion

In our opinion:

- the accounts give a true and fair view of the state of affairs of the company and of the group as at 31 December 2004 and
of the profit of the group for the year then ended; and

+ the accounts and the part of the Directors’ Remuneration Report that is subject to audit have been properly prepared in
accordance with the Companies Act 1985.

Ernst & Young LLP
Registered Auditor
London

7 February 2005
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Accounting policies

Accounting standards

These accounts are prepared in accordance with applicabla UX
accounting standards, In preparing the financial statements for the
current year, the group has adopted Financia! Reporting Standard

No. 17 ‘Retirement Benefits’ {FRS 17} and Urgent Issues Task Force
Abstract No. 38 Accounting for Employee Share Ownership Plan
(ESOP) Trusts’ {Abstract No. 38). The adoption of FRS 17 and Abstract
No. 38 has resulted in changes in accounting policy for pensions and
other post-retirement benefits and the accounting of ESOP 1rusts.
{See Nota 44 for further information.)

Ir addition to the requirements of accounting standards, the
accounting for exploration and production activities is governed by
the Siatement of Recommended Practice [SORP) Accounting for Qil
and Gas Exploration, Development, Production and Decommissioning
Activities’ issued by 1he UK Oil Indusiry Accounting Commitiee on
7 June 2001, These accounts have been prepared in accordance with
the provisions of the SORP

Group consolidation

The group financial statements comprise a consolidation of the
accounts of the parent company and its subsidiary undertakings
[subsidiaries). The results of subsidiaries acquired or sold are
consolidated for the periods from or to the date on which
control passes.

An associated undertaking {associate) is an entity in which the
group has a long-term equity interest and over which it exercises
significant influence. The consolidated financial statements include
the group proportion of the operating profit or loss, exceptional
items, stock holding gains or losses, interest expense, taxation
and net assets of associates {the equity method).

A joint venture is an entity in which the group has a long-term
interest and shares control with one or more co-venturers. The
consolidated financial statements include the group proportion of
turnover, operating profit or loss, exceptional items, stock holding
gains or losses, intérest expense, taxation, gross assets, gross
liabilities and minority shareholders’ interest of the joint venture
{the gross equity method).

Certain of the group’s activities are conducted through joint
arrangements and are included in the consolidated financial statements
in proportion to the group’s interest in the income, expenses, assets
and liabifities of these joint arrangements.

On the acquisition of a subsidiary, or of an interest in a joint venture
or asscciate, fair values reflecting conditions at the date of acquisition
are atinbuted to the identifiable net assets acquired. When the cost of
acquisition exceeds the fair values attributable to the group’s share of
such net assets, the difference is treated as purchased goodwill. This
is capitalized and amortized on a straight-line basis over its estimated
useful economic life, which is usually 10 vears.

Where an interest in a separate business of an acquired entity is
held temporarily, pending disposal, it is.carried on the balance sheet
at its estimated net proceeds of sale.

Accounting convention

The accounts are prepared under the historical cost cenvention, except
as explained under stock valuation, Accounts prepared on this basis
show the profits available 1o shareholders and are the most appropriate
basis for presentation of the group's balance sheet. Profit or loss

determined under the historical cost convention includes stock hokding
gains or losses and, as a consgquence, does not necessarily reflect
underlying trading results.

Replacement cost

The results of individual businesses and geographical areas are
presented on a replacement cost basis. Replacernent cost operating
results exclude stock holding gains or losses and reflect the average
cost of supplies incurred during the year, and thus provide insight into
underlying irading results. Stock holding gains or losses represent the
difference hetween the replacement cost of sales and the histarical
cost of sales calculated using the first-in first-out methed.

Stock valuation

Stocks, other than stock held for trading purposes, are valued at cost
tc the group using the firstin first-out method or at net realizable
value, whichaver is the lower. Stores are valued at cost to ihe group
mainly using the average method or net realizable value, whichever is
the lower.

Stack held for trading purposes is marked-to-market and any gains
or losses are recognized in the income statermnent rather than the
statement of total recognized gains and losses. The directors consider
that the nature of the group's trading activity is such that, in order for
the accounts t¢ show a true and fair view of the state of affairs of the
group and the results Jor the year, it is necessary 1o depart from the
requirements of Schedule 4 1o the Companies Act 1985. Had the
treatment in Schedule 4 been followed, the profit and loss account
reserve would have been reduced by $100 million ($150 million} and
a revaluation reserve established and increased accordingly.

Revenue recognition

Revenues associated with the sale of oil, natural gas liquids, liguefied
naturaj gas, petroleum and chernical products and all other iterns are
recognized when the title passes to the customer. Supply buy/sell
arrangements with gormmon counterparties are reported net, as are
physical exchanges. Qil and natural gas forward sales contracts are
included in twrnover. Generally, revenues from the production of natural
gas and oil properties in which the group has an interest with other
producers are recognized on the basis of the group's working interest
in those properties {the entitlement method). Differences between the
production sold and the group's share of production are not significant.

Fareign currency transactions

Foreign currency transactions by group companies are booked in

the functional currency at the exchange rate ruling on the date of
transaction, or at the forward rate if hedged by a forward exchange
cantract. Foreign currency monetary assets and labilities are tranglated
into the functional currency at rates of exchange ruling at the balance
sheet date, or at the forward rate. Exchange differences are included
in operating profit.

Assets and liabilities of overseas subsidiary:and associated
undertakings and joint ventures, including related geodwill, are
translated into US dollars af rates of exchange ruling at the bafance
sheet date. The resuits and.cash flows of overseas subsidiary and
associated undertakings and joint ventures are translated into US
dollars using average rates of exchange. Exchange adjustments arising
when the opening net assets and the profits for the year retained by
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overseas subsidiary and associated undertakings and joint ventures
arg translated into US dollars are taken directly to reserves and
reporied in the statement of i0tal recognized gains and losses.
Exchange gains and losses arising on long-term foreign currency
borrowings used to finance the group’s foreign currency investments
arg also dealt with in reserves,

Dertvative financial instruments

The group uses derivative financial instruments (derivatives) to manage
certain axposures to fluctuations in foreign currency exchange rates
and inierest rates, and 10 manage some of its margin exposure from
changes in oi), natural gas and power prices. Derivatives are also traded
in conjunction with these risk management activities.

The purpose for which a derivative contract is used is identified ai
inception. To qualify as a derivaiive for risk management, the contract
must be in accordance with established guidelines that ensure that
it is effective in achieving its abjective. All contracts not identified at
inception as being for the purpose of risk management are designated
as being held for trading purposes and accounted for using the fair
value method, as are all oil price derivatives.

The group accounts for derivatives using the following methods:

Fair valuz method Derivatives are carried on the balance sheet at fair
value {'marked-to-market’} with changes in that value recognized in
earnings of the period. This method is used for all derivatives that are
held for trading purposes. Interest rate contracts traded by the group
inctude futures, swaps, options and swaptions. Foreign exchange
contracts traded include forwards and options. QIl, natural gas and
power price contracts traded include swaps, options and futures.

Acensal mothad Amounts payable or receivable in respect of
derivatives are recognized ratably in earnings over the period of the
contracts. This method is used for derivatives held 1o manage interest
rate risk. These are principally swap agreements used to manage the
talance between fixed and floating interest rates on long-term finance
debt. Other derivatives held for this purpose may include swaptions
and futures contracts. Amounts payable or receivable in respect of
these derivatives are recognized as adjustments to interest expense
over the period of the contracts. Changes in the derivative's fair value
are not recognizec.

Deierral method Gains and losses from derivatives are deferred

and recognized in earnings or as adjustmants 10 carrying amounts,

as appropriate, when the underiying debi matures or the hedged
wansaction occurs, This method is used for derivatives used 10 convert
nen-US dollar borrowings into US dollars, 1o hedge signiticant non-US
doflar firm commitments or anticipated transactions, and to manage
some of the group's exposure 10 natural gas and power price
fluctuations, Derivatives used to convers non-US dollar borrowings
into US dollars include foreign currency swap agreements angd
forward contracts. Gains and losses on these derivatives are deferred
and recognized on maiurity of the underlying debt, together with

the matching loss or gain on the debt. Derivatives used to hedge
significant non-US dollar transactions include foreign currency forward
contracts and options and to hedge natural gas and power price
exposures include swaps, futures and options, Gains and losses

on these contracts and option premia paid are also deferred and

recognized in the income statement or as adjustments to carrying
amounts, as appropriate, when the hedged transaction occurs.

Where derivatives used 1o manage interest rate risk or to convert
nor-US dollar debt or to hedge other anticipated cash flows are
terminated befors the underlying debt matures or the hedged
transaction occurs, the resulting gain or loss is recognized on a basis
that matches the timing and accounting treatiment of the underlying
debt or hedged transaction. When an anticipated transaction is no
tonger likely to occur or finance debt is terminated before maturity,
any deferred gain or loss that has arisen on the related derivative is
recognized in the income statement, togather with any gain or loss
on the terminated item.

The effect of these policies on the accounts is described
as follows:

Reparting m the income statement Gains and losses on oil price
contracts held for trading and for risk management purposes and
natural gas and power price contracts held for trading purposes that
are settled for difference in cash are reported in cost of sa'es in the
income siatement in the period in which the change in valug occurs.
Gains and lossas con interest rate or foreign currency derivatives used
for trading are reported in other income and cost of sales, respectively.
Gains and losses in respect of derivatives used 1o manage inlerest
rate exposures are racegnized as adjustrments to interest expense.

Where derivatives are used to convert non-US dollar borrowings
into US dollars, the gains and losses are deferred and recognized
on maturity of the underlying debt, together with the matching
loss or gain on the debt, The two amounts offset each other in tha
income statement.

Gains and losses on derivatives identified as hedges of significant
non-US dollar firm commitments or anticipated transactions are not
recognized until the hedged transaction occurs. The treatment of the
gain or loss arising on the designated derivative reflects the nature
and accounting treatment of the hedged item. The gain or loss is
recorded in cost of sales in the income statement or as an adjustment
to carrying values in the balance sheet, as appropriate.

Gains and losses arising from natural gas and power price derivatives
held for risk management purposes are recognized in earnings when
the hedged transaction occurs. The gains or losses are reported as
components of the ralated transactions.

Reparting n 1he betance sheel The carrying amounts of foreign
exchange contracts that hedge finance debt are included within finance
debt in the balance sheet. The carrying amounts of other derivatives,
including option premia paid or received, are included in the balance
sheet under debtors or creditors within current assets and current
liabilities respectively, as appropriate.

Cash flow eHects Interest rate swaps give rise, at specitied intervals,
to cash settlement of interest differentials. Under currency swaps
the counterparties initially exchange a principal amount in two
currencies, agreeing 10 re-exchange the currencies at a future date
at the same exchange rate. The group's currency swaps have terms
of up to six years.

Interest rate futures require an initial margin payment and daily
settlement of margin calls. Interest rate forwards require settlement
of the interest rate differential on a specified future date. Currancy
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forwards require purchase or sale of an agreed amount of foreign
currency at a specified exchange rate at a specified future date,
generally over pariods of up to three years for the group. Currency
options involve the initial payment ar recgipt of a premiurm and will
give rise 10 delivery of an agresd amount of currency at a specified
future date if the option is exercised.

For oil, natural gas and power price futures and optians traded on
regulated exchanges, gains and losses are settled on a daily basis,
while exchanga liguidity requirements are funded through letters
oi credit or cash deposits. For swaps and overthe-counter options,
BP settles with the counterparty on conclusion of the pricing pericd.

In the statemant of cash flows, the effect of interest rate derivatives
used 1o manage inierest rate exposures is reilected in interest paid.
The etfect of foreign currency derivatives used for hedging non-US
dollar debt is included under financing, The cash flow effects of foreign
currency derivatives used 10 hedge non-US doflar firm commitments
and anticipated transactions are included in net cash inflow irom
operating activities for items retating to earnings or in capital
expenditure or acquisitions, as appropriate. for items of a capital
nature. The cash fiow effects of all oil, natural gas and power price
derivatives and all traded derivatives are included in net cash inflow
from operating activities.

O and natural gas exploration and development expenditure
Oil and natural gas exploration and development expenditure is
accounted for using the successful efforts method of accounting.

Liconce andd property scauisitien ¢osts Exploration and property
leasehold acquisition costs are capitalized within intangible fixed
assets and amortized on a straight-ling basis over the estimated
period of explaration. Upon determination of economically recoverable
reserves [‘proved reserves’ or ‘commercig! reserves’), amortization
ceases and the reraining costs are aggregated with exploration
expenditure and held on a field-by-field basis within intangible fixed
assets. When development is sancliened, the relevant expenditure

is transferred to tangible production assets.

Explorgtion expenditure Geological and geophysical exploration costs
are charged against income as incurred, Costs directly associated
with an exploration well are capitalized as an intangible asset until

the drilling of the well is complete and the results have been evaluated.

If hydrocarbons are not found, the exploration exgenditure is writtan
oft as a dry hole. If hydrocarbons are found and, subject 1o further
appraisal activity, are likely to be capable of commercial development,
the costs continue fo be carried as an asset. All such carried costs
are subject 10 regular technical, commercial and management review
to confirm the continued intent to develop or otherwise extract

value from the discovery. When this is no longer the case, the costs
are written off. When proved reserves of oil and natural gas are
determined and development is sanctioned, the relevant axpenditure
is transferred 1o tangible production assets.

Develnpment expenditure Expenditure on the construction, installation
or completion of infrastrecture facilities such as platforms, pipelines
and the drilling of development wells, including unsuccessful
devalopment or delineation wells, is capitalized within jangible
production assets.

Decoammissioning
Provision {or decommissioning is recognized in {ull on the installation
of ail and natural gas production facilities. The amount recognized is
the present value of the estimated future expendiiure determined in
accordance with local conditions and requirements. A corresponding
tangible fixed asset of an amount equivalent 1o the provision is also
created. This is subsequenily depreciated as part of the capital costs
of the production and transportation tacilities.

Any change in the present value of the astimated expenditure is
reflected as an adjustment to the provision and the fixed asset.

Depreciation

Qil and gas producticn assets are depreciated using a unit-oi-
production method. The cost of producing wells is amortized over
proved developed reserves. Licence acquisition, decommissioning
and field development costs are amortized over total proved
reserves. The field development costs subject 10 amoriization are
expenditures incurred 1o date together with sanctioned future
development expenditure.

Other tangible and intangible assets are depreciated on the straight-
line methed over their estimated usefu! lives. The average estimated
usetul lives of refineries are 20 years, chemicals manufacturing
plants 20 years and service staitons 15 years. Other intangibles
are amortized over a maximum period of 20 years.

The group undertakes a review for impairment of a fixed asset
or gocdwill if everts of changes in circumstances indicate that
the carrying amount of the fixed asset or goodwill may not be
recoverable. To the extent that the carrying amount exceeds the
recoverable amount, that is, the higher of net realizable value and
value in use, the fixed asset or goodwill is written down 1o its
recoverable amount. The value in use is determined from estimated
discounted future net cash flows.

Maiatenance expenditure

Expenditure on major maintenance, refits or repairs is capitalized
where it enhances the performance of an asset above its originally
assessed standard of performance; replaces an asset or part of

an asset that was separately depreciated and is then written off;
or restores the economic benefits of an asset that has been fully
depreciated. All other maintenance expenditure is charged to
income as incurred.

Petroleurn revenue tax
The charge tor petroleum revenue tax is calculated using a unit-of-
praduction method.

Changes in unit-of-production factors

Changes in factors which affect unit-ot-preduction calculations
are dealt with prospectively, not by immediate adjiustment of prior
years' amounts.

Environmental liabilities
Environmental expenditures that relate to current or future revenues
are expensed or capitalized as appropriate. Expenditures that relate
to an existing condition caused by pas? operations and that do not
contribute to current or future earnings are expensed.

Liabilities {or environmental costs are recognized when
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environmental assessments or clean-ups are probabile and the
associated cosis can be reasonably estimated. Generally, the timing
of these provisions coincides with the commitment to a formal plan
of action or, if earlier, on divestment or on closura of inactive sites.
The amount recognized is the bast estimate of the expenditure
required. Where the liability will not be settled for a number of
years, the amount recognized is the present value of the estimated
future expenditure.

Leases

Assets held under leases that result in group companies raceiving
substantially all risks and rewards of ownership tfinance leases) are
capitalized as tangible fixed asseis at the estimated present value
of underlying lease paymenis, The corresponding finance lease
chbligation is included within finance debt. Rentals under operating
leases are charged against incorne as incurred.

Research
Expenditure on research is written off in the year in which it
is incurred.

Interest

Interest is capitalized gross of releted tax reliet during the period of
construction where it relates either to the financing of major projects
with long periods of development or to dedicaled financing of other
projects. All other interest is charged against income.

Pensions and other post-retirement benefits

For defined benefit pension and other post-retirement benefit
schemes, scheme assets are measured at fair value and scheme
liabilities are measured on an actuarial basis using the projected unit
method and discounted at an interest rate equivalent to the current
rate of return on a high-quality corporate bond of equivalent currency
and term to the scheme liabilities. Full actuarial valuations are obtained
at least every three years and are updated at each balance sheet
date. The resulting surplus or deficit, net of taxation thereon, is
presented separately above the total for net assets on the face of
the batance sheet.

The service cost of providing pension and other post-retirement
benefits to employees for the year is charged to the income
statement. The cost of making improvements 10 pension and other
post-retirament benefits is recognized in the incorne statement on a
straight-line basis over the period during which the increase in benefits
vests. To the extent that the improvements in benefits vest
immaediately, the cost is recognized immediately. These costs are
recognized as an operating expense.

A charge representing the unwinding of the discount on the scheme
liabilities during the year is included within other finance expense.

A credit representing the expectad return on the scheme assets
during the year is included within other finance expense. This cradit is
based on the market value of the scheme assets, and expected rates
of return, at the beginning of the year.

Actuarial gains and losses may result from; ditferences between the
expected return and the actual return on scheme assets; differences
hetween the actuarial assumptions underlying the scheme liabilities
and actual experience during the year; or changes in the actuarial
assumptions used in the valuation of the scheme liabilities. Actuarial
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gains and Iosses, and taxation thereon, are recognized in the
statement of total recognized gains and losses.

For defined contribution schemes, contributions payable for the
year are charged to the income statement as an operating expense.

Deferred taxation

Deferred tax is recognized in respect of all timing differences that
have originated but not reversed at the balance sheet date where
transactions or evenis have occurred at that date that will result in
an obligation 1o pay more, or a right 0 pay less, tax in the future.

In particular:

Provision is made for tax on gains arising from the disposa! oi fixed
assets that have been rolled over into replacement assets, only

10 the exient that, at the balance sheet date, there is a binding
agraement to dispose of the replacement assets concerned.
However, no grevision is made whare, 0n the basis of all available
evidence at the balance sheet date, it is more likely than not that
the taxable gain will be rolted over into replacement assets and
charged 0 1ax only where the replacement assets are sold.
Provision is made for deferred tax that would arise on rernittance
of the retained earnings of overseas subsidiaries, joint ventures
and associated undertakings only to the extent that, at the balance
sheet date, dividends have been accriued as receivable.

Deferred tax assets are recognized only to the extent that it is
censidered more likely than not that there will be suitable taxable
profits from which the underlying timing differences can be deducted.

Deferred tax is measured on an undiscounted basis at the tax rates
that are expected 1o apply in the pericds in which timing differences
reverse, based on tax rates and laws enacted or substantively enacted
at the balance sheet date.

Discounting

The unwinding of the discount on provisions is included within

other finance expsnse. Any change in the amount recognized for
environmental and other provisions arising through changes in discount
rates is included within other finance expense.

Use of estimates

The preparation of accounts in conformity with generally accepted
accounting practice requires management to make estimates and
assumptions that atfect the reported amounts of assets and liabilities
at the date of the accounts and the reported amounts of revenues
and expenses during the reparting period. Actual outcomes could
ditfer from these estimates.

Comparative figures

Information for 2003 has been restated to reflect the transfer of
natural gas liquids activities from Exploration and Production to
Gas, Power and Renewables. (See Note 45 for further information.)
In addition, certain prior year figures have been restated to conform
with the 2004 presentation.



Group income statement

For the year ended 31 Dacember

A 55 43 538 045
O O O S ettt eee e et ee e s em e rer e 9790 . 3474
Group turmover ’ 1285088 232571
Heplacement cost of sales 248,714 201,347
Gross prom 34 198 29 501
Distribution and administration expenses 3 14,988 14,072
Exploration expense A .. &37  baZ2
e i

£~
[=2]
~J
w
~
o
ez

OB INCOMIE oo e eeeeees e eeess s es s eemeemes e eereenemeeeeeeme s rmeeee e BT LLTBE
Group replacement cost operating profit 5
Share of profits of joint ventures 5 2,933 923
5

Tmalreplacememcostoperatmgprofn5 .....................................
Profit [loss) on sale of businesses or termination of operations 7
Profitflossionsale of fIXEAASSBIS e erssssssensss e s nonsnrenns s e NG 859
Replacement cost profit before interest and tax 5 23,599 17,938
Stock holding gains {losses) 5
Historical cost proilt before interest and 1ax 5
Interest expense 8
Ol fNaNC BXDBNSE e ee s eee e e eee s ees s eee e Do,
Profit before taxation 24, 243 16,763
OO e ettt eeeeeeee 12 8,282 111
B et S Eeer e
Mlnonty shareholders’ interest(MS) 230 170
Broii for ke o L e e e
Distribution to shareholders N 13 6,371 5,753
Retained profit for the year ’ T e gy 729
Earnings per ordinary share — cents

Basic 14 72.08 47.27

Diluted 14 70.79 46.83
Rep!acement cost results .
Kistorical cost profit for the year ’ N B [ 2 S T ' I
Stock holding (gains} losses [net of MSII 1,843) g
Replacement cost profit for the year T 18,088 10,466
Earnings per ordinary share — cents

Cn replacement cost profit for the year 14 64.55 47.20
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Balance sheets
A 31 Decembear

Fixed assets

Intangible assets 19 12,076 13.642 - -
Tangible assets 20 96,748 81,91 - -
Investments
Jaint ventures — Gross assets 18,244 15,265
- Gross liabilities (6,316} 5111}
- Minority shargholders” interest 4 (365)
21 11,388 g.789
- Loans 21 ks 1,220
T 42,451

Associated underiakings

Current assets

Stocks 22 15,698 11,617 - -
Debtors ~ amounts faliing due:
Within one year 23 44,395 7N 865
After more than one year 23 2,30 1,451 23,751
Investments 24 328 - -
Cash at bank and in hand e 1,156 4 2

‘e3ge T TTzzagT kB9

Creditors — amounits falling due within one year

Finance debt 28 10,184 - -
Other creditors RO TUONE - OUUUPNVOTTUTURTUONOU .4 AU L2808 6
i o 647} 2)
Total assets less cument liabiimes T agieey T

Creditors — amounts falling due after more than one year

Finance debt 8 12,907 12,869 - -

Other creditors 29 4,505 6,030 76 50
Provisions for hiabilities and charges

Deferred taxation 12 15,050 14,371 - -
Other provisIOns e 30 e 2808 B89 T
Net assets excluding. pension and other

post-retirement benefit balances 84,513 78,202 78,992 FRE77
Defined benefit pension plan surpluses 31 1,475 1,146 1,465 1,033
Defined benefit pension plan deficits 3 (5,863) (5,008) - -
Other postretirement benefit plan defict % 2126) @830) - -
Netassets TTTmmmmmmmmmmmmmmmmmmmmmmmmm 77899 71,726 81,457 74,770
Minority shareholders’ interest —equity ... 1343 NI T T
5P shareholders’ interest T 76,656 70595 81457 FA7I0

Represanted by
Capital and reserves

Called up share capital 33 5,403 E,5652 5,403 5,552
Share premium account 34 5,636 3,957 5,636 3.987
Capita! redemption reserve 34 730 523 730 523
Merger reserve 34 27,162 27,077 26,465 26,330
Cther reserves 34 44 129 128
Shares held by ESOP trusts 34 (82 (96} {56}
JProfitand loss account e, ] 37763 e 33453 4326 3
Ty 76.656 ) 70595 61,387

The accounts on.pages 40-86 were approved by a duly appointed and authorized committee of the board of directers on 7 February 2005 and were
signed on its behalf by:

Fater Sutherand, Chairman

The Loid Brovene of Madingplav, Group Chief Executive
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Group cash flow statement

For ihe yaar ended 31 Dacember

Servicing of finance and returns on investments
Interest received
Interest paid
Di\-'idends received

Taxation
UK corporation tax

Ovetseas tax

Tax patd

Capltal expendltufe and f|nanc|a| investment s

Payrments for tangible and intangible fixed assets
Payments for fixed assets - investments
Proceeds from the sale of fixed assets

ACQUlsmons and dlsposals
Acquisitions, net of cash acquired
Proceeds from the sale of businesses
Acquisition of investment in TNK-BP joint venture
Net investment in other joint ventures

- Invastmems in assomatad undertakings

cash outfiow for acquisitions and disposals T

{1,447)

Jlagsny
_B37/8

(!3.035)

4,323

(1,503)
725
(1,260}
(272

o fbay
____(3 247)
160 D41)

{1.185)
3.819)
14.804)

(12,368

2]

B, 253
Net cash outfrow for capltat expendnure and flnancral |nvestment (3 712’

(6.124)

2i1)
179
(2.351)
(178)

1987)

i3,548)
5,654

Net cash infiow foutfiow) 6,038 1,405
Financing 36 8,777 1,129
Management of liquid resources 36 132 {41)
Increase tdecrease)incash < @ 317
...................................................................................................................... G035 s
Statement of total recognized gains and losses
Far the vear ended 21 Decamber

$ millien

- . )

Profit for the year T o 15,731
Currency translation differences 2,344
Actuarial gain relating to pensions and other post-retirerment benefits 107
Unrealized gain on acquisition of further investment in equity-accounted investmenis 94 -
Tax on currency translation differences {208} (37)
Tax &n actuarial gain relating to pensions and other post-rgtirement bensfits e 8 ng)
Total recogmzed gains and losses relating 1o the year 18,164 14,178

Prior Year adjusiment — change in. accountmg pohcy

Total recogmzec'.l gains and Iosses since last annual accounts |

(5,198 |
12,966
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Notes on accounts

1 Turnover N $ miion

Sales and operating revenue 352316 278,858
Customs duties and sales taxes e B1EET 06288
Group turnovar 285,059 232,571

Sales Saies 10 Salas Sakes 1o
Total baiwesn third Total batween third

O e eee e 53008 DUSineSSES  pacies | sales  businesses pacties

By business

Exploration and Production 34,914 24,756 10,158 30,753 22,885 7,868
Refining and Marketing 179,587 6,538 173,048 149477 4,448 145028
Petrachemicals 21,209 780 20,429 186,075 592 15,483
Gas, Power and Renewables 83,320 2,442 80.878 65,639 1,963 53,676
Other buginesses and corporate 546 - 546 515 - 515

Sales Sales 12 Salas Sales 1o
Total batwean thirg Total betweaen third
sales areas pariies. salgs  areas partigs.

By geographical area
UK® 81,165 28,484 52,671 54,971 15,275 39,696
Rest of Europe 54,422 6,928 47,494 50,582 8,672 41,910
UsA 130,662 3.603 127,049 108,910 2,188 108,741
Rest of World 68,052 10,207 57,845 52,498 8,274 44,224

334,281 49,222 285,059 266,961 34,380 232,571

Share of sales by joint ventures
UK 185 144
Rest of Europe 296 290
USA 212 177
Rest of World 9,127 2,863

#Turnover to third parties is stated by origin, which is not materially different from wenover by destination. Transfers betwaen group companies are made at market prices
1aklng into account the velumes involved,
PUK ares includes the UK-based intsrnational activities of Refining and Marketing.

2 PrOdUCLIOI'I taxes § mitton

UK petroleurn revenue tax 335 300
OIS0 LrOdUCt O a0 e B4 1,428
2,149 1 723

3 Distribution and administration expenses _ L smiten
Cistribution 13,677 12,559
Administration 1,411 1,513

Income from other fixed asset investments 76 187
Other interest and miscellaneaus INCOME s oo D00 B29

Income from iisted investments inciuded above T T e
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Noies on accounis

Group Total Replacgment Historical
replacament roplacemant cost profit Siock cost profit
cost cost betors helding batore
operating Joint Associated operaiing Excepiional intgrest gains inlerest
s men s PIOME | VENiMGS  undorigkings peol®®  items®  anduax  dosses) ardiax
By business
Exploration and Production 5,185 2,948 235 18,368 152 18,520 10 18,530
Refining and Marketing 4,676 N 132 4.839 s 4,722 1,245 5.967
Petrochemicals? (514) (46) 223 (337} (563 {900} 349 {551)
Gas, Power and Renewables 872 - 15 Bg? 56 943 39 982
Other businesses and carparate® Lk S e e eerans LA N V28T 314 SO 1 o
""""""""""" 19,246 2,933 805 22,784 1Y 23,599 1643 25,242
By geographical area
uk! 2,267 (6} 9 2,270 1343) 1,927 138 2,065
Rest of Euvrope 2,758 [14) 34 2,778 (871 2.691 379 3,070
usa 8,151 29 70 8,250 {205} 8,045 888 8,933
RestodWorld | e OOTO 2824 ... 492 9488 1450 10.938 238 L Lama
19,245 2,933 605 22,784 815 23,599 1,643 25,242
2003
By business
Exploration and Production 12,567 914 272 13,753 913 14,666 3 14,669
Refining and Marketing 2,367 29 135 2,531 213 2,318 148) 2,270
Petrochemicals® 461 (20} 89 530 38 568 55 623
Gas, Power and Renewables 579 - {3) 576 (6) 570 6 576
..Other businesses and corporate® @on T 18 1283 99 ey - nsy
15,673 923 511 17,107 831 17.938 16 17,954
By geographical area
UKf 1,841 {22) 14 1,933 717 2,650 {9 2,641
Rest of Europe 2,484 2 15 2,501 {151) 2,350 12300 2,120
USA 6,177 26 79 6,282 (347 5,935 390 6,325
RestofWord | ....50m 97 403 6391 612 . 7003 1135 6868
15,673 923 511 17.107 831 17,938 16 17,954

PReplacement cost operating profit is before stock holding gains and losses and interest expense, which is attributable to the corporate function, Transfers between
group companies are made a1 market prices taking into account the volumes involved.

®Accounted net foreign currency exchange gains included in the determination of prafit for the year amounted to $41 million ($171 millicn gains}.

SExceptional items comprise profit of loss on the sale of fixed assets and the sale of businesses or termination of operations.
Includes $39 million siock holding losses ($4 million gains) in respect of joint ventures and associated undertakings.

®Other businesses and corporate comprises Finance, the group's coal asset (divesied in October 2003) and aluminium asset, its investments in PetroChina and Sincpec
{both divested in early 2004}, interest income and costs relating to corporate activities worldwide.
UK area inciudes the UK-based international activities of Refining and Marketing.

6 Hire charges and expenditure on research

Tanker charters 747 440
Plant and machinery 428 457
N AN UGS e e 558 BAB

Expenditure on research 439 349

8
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7 Exceptional items

Profit on sale of fixed assets
088 O S8 Of O BSOS oot eee e ntses et eb et nce e em e

Exceptional items
Taxation credit {charge)

Salo of businesses or termination of operations 238 -
_Seleoffixedassets e eee e 2B 123
Exceptional items [net of tax) 1,076 708

Exceptional items comprise profit {loss) on sale of fixed assets and the sale of businesses or termination of aperations. The principal transactions
giving rise to these profits and losses for each segment are described below.

Loss on sate of businesses or termination of operations

Redining and Mark ewing %132 mithon {S28 milloni The closure of the ubricants operation of the Coryton refinery in the UK and of refining
aperations at the ATAS refinery in Mersin, Turkey. For 2003, the sale of the group’s European oil speciality products business.

Fetrochentieals $563 million inli The sale of the speciality intermediate chemicals business; the sale of the fabrics and fires business; the closure
of two manufacturing plants at Bull, UK, which produced acids; and the closure of the linear alpha-olefins preduction facility at Pasadena, Texas.

Profit on sale of fixed assets

Exploration anid Production $274 milbon {51,591 milion; The group divested interests in a number of oil and natural gas properties in both years,
For 2004, this included interasts in 6il and natural gas properties in Australia, Canada and the Gulf of Mexico, and the reversal of the provision for
the loss on sale of $217 million for the Desarrollo Zuli Oceidental {DZ0}and Bogueren fields in Venezuela (see below). For 2003, the divestment of
a further 20% interest in BP Trinidad and Tobago LLC to Repsol; the sale of the group's 86.14% interest in the Forties oll field in the UK North Sea;
the sale of a package of UK Southern North Sea gas fields; and the divestrnent of our interest in the In Amenas gas condensate project in Algeria
to Statoil.

Hefing and Marketing $107 milion (352 million) The sale of the Cushing and other pipeline interests in the US and the churn of retait assets.

In 2003, the divestment of pipaline interests in the US.

Gas, Power and Renewatles 356 milion 1211 milken] The divestment of BP's interest in two natural gas liquids plants in Canada. For 2003, the sale
and leaseback of rail cars,

Fetrochamisals nif 1855 million] For 2003, the sale of our interest in AG International Chemical Company, a purified isophthalic acid associated
undertaking in Japan and other mingr divestments.

Cther businesses and colporate $1,287 million (3148 million) The divestment of the group’s investments in PetroChina and Sinopec. In 2003, the
group sold its 50% interest in Kaltim Prima Coal, an Indonesian company. and certain other investments.

Loss on sale of fixed assets

Elaranan and Production $227 million (5578 million! The group divested interests in a number of oil and natural gas properties in both years.
For 2004, this included interests in oil and natural gas properties in Indonesia and the Gulf of Mexico. In 2003, this included losses-on exploration
and production properties in China, Norway and the US and the provision for losses on sale in early 2004 of expleration and production properties
in Canada and Venezuela. In respect of Venezuela, the sales agreement for our interests in the DZO and Boqueron fields lapsed in early 2004, and
the fislds have been retained. The provision for a loss on disposal of $217 million recognized in 2003 was reversed in 2004 and an impairment
charge of $186 million was recognized.

Befining and Marketing $92 millian (5274 millian! The divestment of the Singapore refinery and retail churn. For 2003, retail churn and the sale.of
refinery and retail interests in Germany and Central Europe.

Gas, Power and Renawables nit ($17 million}

Petrochemicals nil {817 mmillion)

Other businesses andg corporate it (§49 miliion)

Additionat inforrmation on the sale of businesses and fixed assets is given in Note 17 Disposals.
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B I O B S oo e $mion
Bank loans and overdrafts 34 3B
Other lpans? 873 628
Finance leases OO OSSOSO L AV 3
________________________________________________________________________________________________________________ Sii S
Capitalized a1 3% (3%)° OSSO - SUOORTN, .
Group e T 55
Joint veniures 158 89
Associated undertakings ettt et et e s eveemeeeet s eeeee e ere oo meeemene e B s .
Total charged against profiv 642 644

®|njerest expense for 2003 includes a charge of $31 million retating 1o early redemption of debt.
bTax relief on capitalized interest is $73 million ($68 million).

O el FaNCE XIS e Smban

e 204
Interest on pension and other postretirement benefit plan habifives T 2,012 1,840
Expected return on pension and other post-retlremen: penefit plan assets (1983)11500)
interest nei of axpected return on plan assets 28 340
Unwinding of discount on provisions 196 i73
Unwinding of discount on deferred consideration for acquisition of investment in TNK-BP 91 34
ChBNge N B C0UN Ta18 O DOV ONE e ——y T
Total charged against prom o 357 547

# Revaluation of envirenmental ang other provisions 21 a lower discount rate.

10 Auditors’ remuneration . Smilon
A“df‘f"““E'“st&"W"B e e ol WK TOW'___

Group audlt : T - - 13 27 8 18

Audit-related regulatory reporting 4 7 2 5

Statutory audit of SUDSIGIANES e S LT 33
"""""""""""""""""""" 21 50 13 36

Further assurance services

Acquisition and disposal due diligence ] 7 9 9

Pension scheme audits N ! - !

Other further agsurance services 8 9 5 9
Tax serviges

Compliance services 3 13 3 17
. Advisory services . e 1 2

Group audit fees for 2004 include $1 million-of additional fees for 2003. Group audit fees include $4 million ($2 million) in respect of the parent
company. Audit fees are included in the income statement within distribution and administraticn expenses.

The audit committee has established pre-approval policies and procedures for the engagement of Ernst & Young to render audit and certain
assurance and tax services. The audit fees payable to Ernst & Young are reviewed by the audit committae in the context of other global companies
for cost-effectiveness, Ernst & Young performed further assurance and tax services that were not prohidited by regulatory or other professional
requirements and were pre-approved by the committee. Ermnst & Young is engaged for these services when its expertise and experience of BP
are important. Mast of this work is of an audit nature. Tax services were awarded sither through a full competitive tender process or following
an assessment of the expertise of Ernst & Young relative to that of other potential service providers. These services are for a fixed term.

Fees paid to major firms of accountants other than Ernst & Young for other services amount 1o $82 million ($44 million).

[+13
<
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11 Depreciation and amounts provided e § mition
lncluded in Ihe incame statemenl _under the following headings: L oopa 2003
Depremanon and amortization of goodwnl ‘and other intangibles
Replacement cost of sales 11,109 9,748
Distribution 1,334 1,044

Amounts provided against fixed asset investments T

B BT O O O SIS et ee e ettt LS e
S ..)258 103840
Deprecnatlon of capitalized leased assets included above 164 46

The charge for depreciation and amortization of goodwitl and other intangibles in 2004 includes asset write-downs and impairment charges of
$1,743 miltion in total. Exploration and Production recognized a charge of $621 miliion for the impairment of certain assets. During the year, as a
result of impairment triggers, reviews were conducted which have resulted in impairment charges of $83 million in respect of King's Peak in the
Gulf of Mexico, $20 million in respett of two fields in the Gulf of Mexico Shelf Matagorda Island area and $184 million in respect of various US
onshore fields. A charge of $88 million was reflected in respect of a gas processing ptant in the US and a charge of $60 million following the blow-
out of the Temsah platform in Egypt. In addition, following the lapse of the sale agreement for OZ0 and Bogueron in Venezuela, an impairment
charge of $186 million was reflected. In connection with tha Solvay transactions, the group has recognized impairment charges of $325 million for
goodwill and $308 million for tangible fixed assets in BP Salvay Polyethylene Europe. As part of a restructuring of the North American Olefins and
Derivatives businesses, decisions were taken to exit certain businesses and facilities resuiting in impairmaents and write-downs of $291 million.
With the formation of Olefins and Derivatives and its planned divestmeant, certain agreements and assets have been restructured to reflect the
arm's-length relationship that will exist in the future. This has resutted in a $188 miilion impairment of the facilities at Hull, UK. Other businesses
and corperate recognized an impairment charge of $12 million for certain investments.

The 2003 charge for depreciation and amortization of goodwill and other intangibles includes asset write-downs and impairment charges on
exploration and production properties of $738 million. This includes a charge of $286 million for four fields in the Gulf of Mexico following technical
reassessment and re-evaluation of future investment options; ¢charges of $133 million and $49 million respectively for the Miller and Viscount fields
in the UK North Sea as a resutt of a decision not to proceed with waterflood and gas import options and a reserve write-down raspectively, a
charge of $105 million for the Yacheng fieki in China; a charge of $108 millicn for the Kepadong field in Indonesia; and $47 million for the Eugene
Istand/West Cameron fields in the US as a result of reserve write-downs following completion of our routine full techinical reviews.

In assessing the value in use of potentially impaired assets, a nominal discount rate of 3% before tax has been used, Asset values are
determined by deriving the net present vaiue of the future cash flows; the cash flows are adjusted for the risks specific to the asset.

ot
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12 Taxaiion S milion

Current tax ]
UK corporation tax 8.917 11,435
Overseas tax relief {7,078} (10,293}

Joint ventures 880 158

Defarred tax
UK {140} 289
Overseas i o T .. ST - L
Group T 200 1,220
Joint ventures 170 (14}

Tax on profit on ordinary actiities T g8 6111

Included in the charge for the year is a credit of $261 million {$123 million charge) relating to exceptional iterns.

Current tax
UK 43 -
Overseas 7 (20 n

Deferred tax

UK 165 64
Overseas (76} -

Tax included in statement of total recognized gains and losses 12 53

Factors sffecting current tax charge
The following table provides a reconciliation of the UK statutory corporation tax rate to the effective current tax rate of the group on profit
before taxation.
$ million

SRRSO e w004 s
Analysis of profit before taxation '

UK 7.671 4,990
.Overseas OO OO UO O OO OSSOSO OO O UOPOUOUOTR L. -1 11,773

Taxation 8,282 8,111
Efiective tax rate 34% 36%

UK statutory corporation tax rate 30 30
Increase [decrease) resulting from
UK supplementary and cverseas taxes at higher rates 8 10
Tax credits - in
Restruciuring benefits 2 (2
Current year losses unrelieved (pricr year losses utilized) 2) {3)
No relief for inventory holding losses (inventory holding gains not taxed) 2 (1
Acauisition amortization 3 4
T et ee e e Mo
Effective tax rate 34 36

Effective current tax rate 33 30

Current year timing differences arise mainly from the excess of tax depreciation over book depreciation.
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12 Taxailon centnued

Factors that may affect future tax charges

From 1 January 2005, the group has adopted International Financial Reporting Standards {IFRS). As a consequence, there wilt ba a change in the
basis of providing deferred taxation in such areas as business combinations and the valuation of stock, which will tead to changes 1o cartain of the
factors described below and may lead to a change in the group’s effective 1ax rate.

The group earns income in many different countries and, on average, pays taxes at rates higher than the UK staiutory rate. The overall impact
of these higher taxes, which include the supplementary charge of 10% on UK North Sea profits, is subject 10 changes in enacted iax rates and the
country mix of the group’s income. However, it is not expected to change significantly in the near term.

The group has around $7.7 bilion (34.5 billion) of carry-forward iax losses in the UK and Germany, which would be available 10 oftset against
future taxable income. At the end of 2004, no tax assets were recognized on these losses (at the end of 2003, $285 million of assets were
recognized). Tax assets are recognized only to the extent that it is considered more likely than not that suitable taxable income wili arise.
Carry-forward tosses in other taxing jurisdictions have not been recognized as deferred tax assets, and are unlikely to have a significant effect
an the group's tax rate in future years.

The group's profit before taxation includes stock holding gains oF losses. These gains {or losses) are not taxed {or deductible) in certain
jurisdictions in which the group operates, and therefore give rise to decreases or increases in the effective tax rate. The impact of this item will
be reduced under iIFRS.

The impact on the tax rate of acquisition amortization {non-deductible depreciation and amortization relating 10 the fixed asset revaluation
adjustments and goadwill consequent upon the ARCC and Burrah Castrol acquisitions} is likely 1o be eliminated when the group reports its
results under IFRS.

The major component of timing differences in the current vear is accelerated tax depreciation, Based on current capital investment plans,
the group expects to continue to be able to claim tax allowances in excess of dspreciation in future years at a level similar to the current year.

!:_)eferred tax 5 milion
Analvsis Of provision e T
Depreciation 15,936 15,613
Other 1axable tirning differences 2,080 1,882
Petroleumn revenue tax {578} 601}
Decommissioning and other provisions (2142 [2,256)
Pensions and other post-retirement benefits (1,720} (1.882)
Tax credit and loss carry forward (67} (105)
L. tos 182
) 13,330 12,719
of which — UK 3,932 4,179
— Overseas 9,398 8,540

Analysis of movernents during the year

At 1 January 12,719 10,824
Exchange adjustments 329 541
Charge for the year on ordinary activities 200 1,220
Charge for the year in the statement of total recognized gains and losses 89 64
LDeletionsfiransters @ "
At 31 December T 13,330 12718
of which - pensions 147 172
............. = Other postretirementbenofits 1873 1A%
e eeeeemeemaseeemaeemmessesaemmeeomeas e e
_________________________________________ % million
____________________________________________ [V 2003
The charge for deferred tax on ordinary activities
.. Origination and reversal of timing differences 200 ..1220
T 00 1,220
The charge for deferred tax in the Sstatement of total recognized gains and losses
Origination and reversal of timing differences 89 64
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13 Distribution to shareholders puncs per shaxo comspershae s mibon
Preference dividends {non-equity) 2 2
Dividends per ordinary share
First quarterly 3.807 3.947 6.75 6.25 1,483 1,386
Second quarterly 3.860 4.039 7.10 6.50 1,535 1,433
Third quarterly 3.910 3.857 7.10 6.50 1,530 1,438

Basic earnings per share 72.08 47.27
Diluted earnings per share 70.79 46.83

The calculation of basic earnings per ordinary share is based on the profit attributable to ordinary shareholders, i.e. profit for the year less
preference dividends, related to the weighted average number of ordinary shares ouistanding during the year. The profit attributable to ordinary
shareholders is $15,729 milion (510,480 millicn). The average number of shares cutstanding excludes the shares held by the Employee Share
Ownership Plans.

The calculation of diluted earnings per share is based on profit attributable to ordinary shargholders, adjusted for the unwinding of the
discount on the deferred consideration for the acquisition of our interest in TNK-BF of $15,782 million ($10,504 million). The number of shares
outstanding is adjusted to show the potential dilution if employee share options are converted into ordinary shares, and for the ordinary shares
issuable, in two further annual tranches, in respect of the TNK-8P joint venture. The number of ordinary shares outstanding for basic and diluted
earnings per share may be reconciled as foliows:

shares thousand

2004 2003
Weighted average number of ordinary shares T 820,635 22.170,741
Petential dilutive effect of ordinary shares issuable under employee share schemas 74,775 71,851
Potential dilutive effect of ordinary shares issuable as consideration for BP's interest in the TNK-BP jaint venture 4i5016 186.980

22,310326 22,429,372

In addition to basic earnings per share based on the historical cost profit for the year, a further measure, based on replacement cost profit for the
year, is provided as it is considered that this measure gives an indication of underlying performance.

cenls per share

BT e o e e
Stock holding (gains) losses {753  {0.07)
Heplacemem cost profn for the year "BaE5 Ta7.20

30 O alNg S S e smilen

2004 2003
Land angd Land and
Annual commitments under eperating leases e buidings .. Other ____..Buildings Crher
Expiring within
1 year 79 358 70 186
2 10 B years 180 261 173 388
R T oo s oot e ee e oot eet e eeeem e 268 387 262 . 291 .
527 1,007 505 865

Minimum future lease payments S Tatal Total
Payable within

1 year 1,450 1,275
210 5 years 3,550 3,488
R OB T e e e ee et ee et ee e e et et ee e 3.091 e 2352
8,091 8 118

B
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16 Acquisitions L Smien
.............................................................................................................................. A
on Fair valug

oo Qisdion | adwsiments | Faifvalue
Intangible fixed assets 15 - 15
Tangible fixed assets 703 636 1,339
Current assets (excluding cash} 721 - 2
Cash at bank and in hand 36 - 36
Other creditors 328) - (329}
Pension liability (3) - (3}
Net invesiment in equity-accounted entities transferred to full consolidation 84D v (Bath
Netassetsacquired e e e D98 842 1138
Negative goodwill T m—— 169
OO0 et 2 et eeeeee oo et e ee e eeeeeee oot 328
Consideration 7777 1,405

Acquisitions in 2004

On 2 November 2004, Solvay exercised its option to sell its interests in BP Soivay Polyethylene Eurcpe and BP Solvay Palysihylene North America
to BR Solvay held 50% of BP Soivay Polyethyiene Europe and 51% of 8P Solvay Polyathylene North America. On completion, the two entities,
which manufacture and market high-density polyethylene, became wholly owned subsidiaries of BP The total consideratien for the acquisition
was $1,391 million, The considaration is subject to final closing adiustments. Other minor acquisitions were made for a total consideration of

$14 million. All business combinations have been accounted for using the acquisition method of accounting. The fair value of the tangible fixed
assets has been estimated by determining the net prasent value of future cash flows. No significant adjustments were made to the other assets
and liabilities acquired. The assets and liabilities acquired as part of the 2004 acquisitions are shown in aggregate in the table above.

During the year, BP China and Sinopec announced the establishment of the BP-Sinopec (Zhejiang) Petroleum Co. Ltd, a retail joint venture
between BP and Sinopec. Based on the existing service station network of Sinopec, the new joint venture will build, operate and manage a
network of 500 service stations in Hangzhou, Ningbo and Shaoxing, Also during the year, BP China and PetroChina announced the establishment
of BP-PetroChina Petroleum Company Limited. Located in Guangdong, one of the most developed provinges in China, the joint venture will acguire,
build, operate and manage 500 service staticns in the province. The initial investment in both jeint ventures amounted to $106 million.

Acquisitions in 2003

BP made a number of minor acquisitions in 2003 for a tota! consideration of $82 million. All these business combinations were-accounted for using
the acquisition method of agcounting. No significant fair value adjustments were made 1o the acquired assets and liabilities. Goodwill of $5 million
arose on these acquisitions, |n addition, the group redeemed the outstanding stock in CH-Twenty, Inc., a subsidiary undertaking, for $150 million.

TNK-BP
On 29 August 2003, BP and the Alfa Group and Access-Renova {AAR) combined certain of their Russian and Ukranian oil and gas businesses to
create TNK-BR a new company owned and managed 50:50 by BP and AAR. TNK-BP is a joint venture and accounted for under the gross equity
method. BP contributed its 29% interest in Sidanco, its 29% interest in Rusia Petroleum and its holding in the BP Moscow retail network, There
was additional consideration trem BP to AAR comprising an immediste $2,604 million in cash {which was subsequently reduced by receipt ot
pre-acquisition dividends net of ather adjustments, of $298 million) together with annual tranches of $1,250 million in BP shares payable in 2004,
2005 and 2006. There were costs of $45 million in connection with the transaction. The first tranche was issued in September 2004,

BP alse agreed with AAR 10 incorporate AAR's 50% interest in Slavneft into TNK-BP in return for $1,418 million in cash {which was subsequently
reduced by receipt of pre-acquisition dividends of $64 million to $1,354 million). This transaction was completed on 16 January 2004,
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17 Disposals
As part of the strategy 10 upgrade the quality of its asset portfolio, the group has an active programme to dispose of non-swategic assets. In the
normal course of business in any particular year, the group may sell interests in exploration and production properties, service stations and pipeline
interests as well as non-core businesses. Disposal proceeds also include monies received from the repayment of loans.

Cash received during the year from disposals amountad to $5.0 billion {$6.4 billion). The major transactions in 2004 which generated over
$2.3 billion of proceeds were the sale of the group's investments in PetroChina and Sinopec. For 2003, the major disposals representing over
$3.0 billion of the proceeds were the divestment of a further 20% interest in BP Trinidad and Tobago LLC: the sale of 50% of our interest in the
In Amenas gas condensate project and 49% of our interest in the In Salah gas development in Algeria; and ihe sale of the UK North Sea Forties
cil field, 1ogether with a package of 61 shallow-water assets in the Gulf of Mexico. The principal ransactions generating the proceeds for each
segment are described below.

Explorstion and Prodiuction $921 rmillion 34,867 million) The group divested interests in a number of oil and natural gas properties in both years.
During 2004, in the US we sold 45% of our interest in King's Paak in the deepwater Gulf of Mexico to Marubeni Oil & Gas: divesied our interest in
Swordfish; and additionally, we sold various properties including our interest in the South Pass 60 property in the Gulf of Mexico Shelf. In Canada,
BP sold various assets in Alberta to Fairborne Energy. In Indonesia, we disposed of our interest in the Kangean Production Sharing Contract and our
pariicipating interast in the Muriah Production Sharing Contract. In 2003, the UK North Sea Forties oil field, together with a package of 61 shallow-
water assets in tha Gulf of Mexica, ware sold to Apache. A 12.5% interest in the Tangguh liquefied natural gas project in Indonesia was sold to
CNOOC. Interests in 14 UX Southern North Sea gas fields. together with associated pipelines and onshaore processing facilities, including the
Bacion terminal, were sold to Perenco. BP sold 50% of its interest in the In Amenas gas condensate project and 49% of its interest in the In Salah
gas development in Algeria to Statoil. In January 2003, Repsol exercised its option 10 acquire a further 20% interest in BP Trinidad and Tobage LLC.
BP's intefest in the company is now 70%. In February 2003, BP called its $420 million Exchangeable Bonds which were exchangeable for Lukoil
American Depositary Shares {ADSs). Bondholders converied to ADSs before the rademption date.

Refinng ang Marketing $506 milhon (51,053 million) The churn of retail assets represents a significant element of the total in both years.

In addition, for 2004, major asset transactions included the sale of the Singapore refinery, and the Cushing and other pipeline interests in the US.
As a condition of the approval of the acquisition of Veba in 2002, BP was, among other things, required to divest approximately 4% of its retail
market share in Germany and a significant portion of its Bayernoil refining interests. The sale of 494 retail sites in the northern and north-eastem
part of Garmany to PKN Orlen and the sale of retail and refinery assets in Germany and Central Europe to OMV in 2003 completed the
divestments required.

Fetrochencals $717 milben (3238 milliom In 2004, these related principally to the sale of the speciality intermediate chemicals and fabrics and
fibres businesses. For 2003, the procseds related to the completion of the divestmant of the former Burmah Castrol speciality chemicals business
Sericol and Fosroc Mining.

Gas, Power and Benewables $144 million ($67 ranllion; tn 2004, the group sold its interest in two Canadian natural gas liquids plants.

Othar busingssas and corporats 52,360 million {$2089 milion! The disposat of the group’s investments in PatroChina and Sinopec were the major
transactions in 2004. In 2003, the group sold its 50% interast in Kaltim Prima Coal, an Indonesian company.

Total proceeds received for dispesals represent the fallowing amounts shown in the cash flow statement:

£ million

Proceeds from the sale of businesses T T T T 725--—1.:"é.
Procaeds from the sele of fixed assets %333 5253
5048 6432
3 millicn
2003
The dispasals comprise the following SO
Intangible assets 215 222
Tangible assets? 2,549 6.212
Fixed assets - investments 1197 890
Finance debt - @20
Current assets less current liabilities a7 (498)
LOtherprovisions e OSSOSO OUON U 1. AN -/ LI
4 273 5 535
Profit (loss) on sale of businesses or termination of operations 1695) 28)
Profit loss) on sale of fixedassets ‘ 410 850
Total consideration o B TN SosE R
{Increase] decrease in amounts receivable from disposals e (401 68
NEY CASH Infiaw T e sodE S

#2003 includes provision for Ioss on disposal of $275 million.
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18 Group balance sheetanalysis Smiton
................. 0 T e R
.. adseouisiions | Smekved
2004 a0 o4 203
B Biaae e T s
Exploration and Production 11,193 15,370 68,718 63.618
Refining and Marketing 3,014 3,080 38,577 35,111
Petrochemicals 2,289 775 14,755 13.484
Gas, Power and Renewables 538 441 4,901 4,292
Other businesses and corporate 218 346 18589} 16.392)
S S A OO O Al e e v erot v em e 19 945 5661318369 16113
By geographical arsa
UK® 1,832 1,556 21,342 18,788
Rest of Europe 2,105 1,277 13.109 11.030
USA 6,301 6,291 43,507 44,322
B O I e ettt et e et e 7011 10888 40434 35973
Bt OO PO g Sooa TR aes T Ti0 T
Operating capital employed 18392 10N3
Ligbilities for current and deferred taxation 117.302)  (16,068)
Capital employed T 101,080 94,045
Financed by
Firance debt 23.091 22,325
Minority shargholders' interest 1,343 1,125
B I TSt et 76,656 .70595
v o 101,080 94,045
#UK area includes the UK-based international activities of Refining and Marketing.
19 Intangible assets $ milion
T MNegative Total Exploration QOthear

... Goodwl

goodwil

goadwill

axpendilura

inangibles N

ol

At 1 January 2004 14,384 - 14,384 4977 B33 20,194
Exchange adjustments 457 - 451 41 57 549
Acquisitions 328 61) 267 - 15 282
Additions - - - 754 246 1.000
Transters - - - {1,036) - (1,036)
OO O T OO OO OT SO T - SNSTUSUOTOON oo SOOI .. SO See NN -~ 41 0
At 31 December 2004 15,067 61) 15,006 4,311 1,151 20,458
Depreciation
A1 January 2004 5,215 - 5,215 741 5313 6,552
Exchange adjustments 194 - 194 1 40 235
Charge for the year 1,761 - 1,781 274 72 2,107
Transfers - - - {196) - {196}
LDIGUONS e @) . B e =108
At 31 December 2004 ’ b 7.134 z 7.134 550 708 8392
Net book amount
At 31 December 2004 7.933 61) 7.872 3.761 443 12,076
Al 31 December 2003 9,169 - 9,169 4,236 237 13.642
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20 Tangidle assels — property, plant and eguipment $ milion

Qi gepots,
Plany, Fixiuras, storage Ot which:
Oil and machinery fitings and tanks and assels
gas and olfice Transpori- sarvice undar
OO OOOR Lang Buidngs pioperies  squpment | SQUBMT e D e TS e Totel | constroetin. ..
Cost
At 1 January 2004 4,442 3,745 96,591 46,413 3,482 11,738 8,969 175,780 13.957
Exchange adjustmenis 493 N 1,641 2,461 37 182 718 5.603 158
Acquisitions 10 - - 1,329 - ~ - 1,339 -
Additions 308 121 8,048 2,201 513 852 861 12,904 10,084
Transfers - - 1,036 - - - - 1,036 (8,879)
_Deletions e, 1123) t@15) @749 127700 8 1865) lees
A1 31 December 2004 5130 35227 103,967 49634 3718 12,407 9,860
Depreciation
At 1 January 2004 m2 1,351 50,028 19,580 1,793 6.324 4,081 83,869
Exchange adjustments 90 9 948 1,064 3 83 365 2,562
Charge for the year 50 116 5871 3,182 334 278 907 10,738
Transfers - - 196 - - ~ - 196
Detetions___ O OO O 3 L~ I ... DO 2. N
At 31 Dacember 2004 753 a1 sap2 32,297 1.760 6483 4994 91,480
Net book amount
At 31 December 2004 4,377 2,331 49,955 27,337 1,958 5,924 4,866 96,748 15,038
A1 31 December 2003 3,740 2,304 45,963 26,823 1,689 5414 4,888 91,911 13,8957
Assets held under finance leases, capitalized interest, decommissioning asset and land at net book amount included above:
5 mullion
Leased assats Capnalized 'l‘nleBSI
e e E S e e ata e ee e e e eee e esee e mmem e eeeas Cost Depreciion | Net .Cost Demecigion =~ Net
At 31 December 2004 283 1127 1708 3.881 2,547 1,334
At 31 December 2003 2,737 955 1,782 3.281 2,127 1,184

$ million
Oecommigsioning assat

Cost  Depreciation Net

At 31 December 2004 T mmmmmmmmmmmmm———m—m—m—m” 3428 1908 2517
At 31 December 2003 3,686 1.606 2,080

$ million
Freahold lang Leasehold land

Over 50 years unexpirad

AT 31 Degember 200 T R T s g
At 31 December 2003 3,466 71 203
58
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21 Fixed assets — investments § mudion

Het assels Net assets
Group Jliabitities} Loans iabilities) Loans

Listed
imvestments? Orhar® Total

At 1 January 2004 9,789 1,220 3,992 1,076 129 1,284 179 17.669

Exchange adjusiments 18 - 44 9 1 20 & 98

Additions and net movements in joint

ventures and associated undartakings 494 {155} 117 682 - - - 1.138

Acquisitions 1,472 - - - - - - 1,472

Transiers 387} - 20 (180} -
_Deletions e e I o788 e 28 11254
At 31 December 2004 11,386 1,085 4,100 1,530 75 263 157 18,576
Amounts provided

At 1 January 2004 - - 21 177 2 - " 2i1

Exchange adjustiments - - 1 - - - 3 4

Provided-in the year - - - - - - 12 i2

Transfers - - - - -

Deletions - - = B T T B
At 31 December 2004 z z 22 120 2 - 26 170
Net bock amount

At 31 Dacember 2004 11,386 1.066 4,078 1,410 73 263 131 18,406

At 31 December 2003 9,789 1,220 3.871 899 127 1,284 168 17,458

€ million

AS500E 160
undleriakings®

Parent .. . §
o
At 1 January 2004 55,913 2 ? 55917
Exchange adjustiments - - - -
Additons 31,617 - - 31,517

_Deletions B S SN -
At 31 December 2004 Tg7349
Ampunts provided
At | January 2004 5 - 2 7
Provided in the vear 12 - - 12

Teal

o
=i
B
(¥}
3]
>

At 31 December 2004 17 - 2 19
Net hook amount
At 31 December 2004 87,328 2 - 57,330
At 31 December 2603 55,908 2 - 55.010

#The market value of listad investrments at 31 December 2004 was $543 million (83,212 million).
0ther investrments are unlisted.
SSubstantially all the investments in subsidiary and asscciated underiakings are unlisteg.

22 St()CkS - - e . cereraean D LI EL R sm.nlon

04
Petroleum T g 612 ee2a
Chemicals 1,71 1,165
Other a74 961
1857 8749
Stores ... 928 238

et ee e ee e ee e eeeeeemeeeeaeeeeasesemsemaneeeeaietemsieeemesseserteaneetmaserseanereeemreeem et e e e omn s oaanreterateaehn tearba e eos e Sen
Trading stocks I 11 L I 1,830
15608 11617
Replacament cost T g g8 I A
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2 DO 0TS e et ee et oo smison
........................................ P o

e e eeenraneatteteEESEbaseesaetesmmsaraemmeeemsomsemaeesementeiszeiriesessoarres e s e
Within Atter Within Atrer Wittun Alar Witkin Attar

e ereeeeeremtesieeeememmnaneemenmeannnraies i . lyest ... Tyear o yew o . Tyeer . L] AR yoar .
Fade 7 31.223 - 23,487 - - - - -
Group undertakings - - - - 547 1414 774 23,715
Joint ventures 14 - 44 - - - - -
Associated underiakings 20 23 337 53 - - - -
Prepayments and accrued income 7,188 1.874 3.445 2,023 - - 4] -
Taxation recoverable 157 2 78 14 - - - -

1
Unlisted et e 28806
"""""""""""""" et eee oo ee e eeee et oo et oo eee et 328 1EE
Stock exchange value of listed investments o T 63 79

25 Financial instrumeants
An outline of the group’s financial risks and the policies and objectives pursued in relation to those risks is set out in the financial risk management
section of Other Financial Issues on pages 35-36.

Financial instruments comprise primary finangial instruments {cash, fixed and current asset investments, debtors, creditors, finance debt and
provisions) and derivative financial instruments (interest rate contracts, foreign exchangs contracts, oil price contracts, natural gas price contracts
and power price contracts). Interest rate contracts include fulures contracts, swap agreements and options. Foreign exchange contracts include
forwards, futurgs contracts, swap agreements and options. Qif, natural gas and power price contracts are those that require setilerment in cash and
include futures contracts, swap agreements and options. Oil, natural ges and power price contracts that require physical delivery are not financial
instruments. However, if it is normal market practice for a particular type of oil, natural gas and power coniract, despite having contract terms that
require settlement by detivery, 1o be extinguished other than by physical delivery {e.g. by cash payment), it is called a cash-settled commodity
contract. Contracts of this type are included with darivatives in the disclosures in Notes 26 and 27.

With the exception of the table of currency exposures shown on page 61, shori-term debters and creditors that arise directly from the group's
operations have been excluded from the disclosures contained in this note, as permitted by Financial Reporting Standard No. 13 'Derivatives and
Other Financial Instruments: Disclosures’,

Maturity profile of finaacial liabilities
The profile of the maturity of the financial liabilities included in the group’s balance sheet at 31 Dacember is shown in the table below.
$ million

Qther Cther
Finence linancial Finance financis!
o eeteaeieeaeiaseeeam.emsameeeessEetechesteeseoesseeeenesacecaseseensortonnnrtnnaas s rareaaamaes e debt | labiivies | Tewl . gebr liebiwies _ Towl
Due within
1 year 10,184 - 10,184 9,456 - 9,456
110 2 years 3,046 2,049 5,095 2,702 2,087 4,789
210 5 years 6,105 744 5,849 5,109 1.834 5,939
TRerEaHOr e SO0 1B77  B333 5062 1980  7.052
23,091 4,370 27,481 22,325 5911 28,236
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25 Financial instruments continued

Interest rate and currency of financial liabilities

The interes: rate and currency profile of the financial liabilities of the group, at 31 December, after taking into account the effect of interest rate
swaps, currency swaps and forward contracts, is set out befow.

Fixed rate Floating rate Inzarest free

Waighted
Waighted average Waeighted Waighted
Fverage time for avetage mvarage
intarest which raig interast time uaul
e S fixeg Amount rate Amount masurity Amount Total
% Yonrs $ million % $ miflion Years $ million § milion
002
Finance debt
US dollar 7 1 707 3 21,789 - -
Sterling - - - 5 o6 - -
Other currencies 9 5 167 4 332 BRSO UTRUUR YA U

Qther financial liabilities

U3 dollar 3 2 1,622 5 573 5 1,847 3.942
Sterling - - - - - 4 193 193
Other currencies 4 4 15 2 46 4 174 .235

Finance debt

US dollar 8 14 578 2 20,991 - - 21,569
Sterling - - - 4 107 - - 107
JOthercurrencies e S M43 BB e T B9

2325 .

Other financial tiabibties

US dollar 3 3 2,899 5 242 4 1817 4,958

Sterling - - - - - 5 267 267

JOthercurrencies e B A 808 =T B 383 886
3,202 242 2467 memi

§ million

2003

Analysis of the above financial liabilities by balance sheet caption T
Creditors — amounts falling due within one year

Finance debt 10,184 9,456
Creditors —~ amounts falling due after more than one vear

Finance debt 12,907 12,859

Other creditors 2,978 4,480
Provisions for liabilities and charges
. Other provisions _— v 1392 148

27481 28236

The other financial liabilities comprise various aceruals, sundry creditors and provisions relating to the group's normal commercial operations,
with payment dates spread over a number of years,

The proportion of floating rate debt at 31 December 2004 was 86% of total finance debt outstanding. Aside from debt issued in the US
municipal bond markets, interest rates on floating rate debt denominated in US dollars are linked principally to London inter-Bank OHfer Rate
{LIBOR}, while rates on debt in other currencies are based on local market eguivalents. The group monitors interest rate risk using a process of
sensitivity analysis. Assuming no changes to the finance debt and hedges described above, it is estimated that a change of 1% in the general
levetl of interest rates on 1 January 2005 would change 2005 profit before tax by approximately $215 million.
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25 Financial mstruments corsinuad
Interest rate swaps and futures are used by the group to madify the interest characteristics of its fong-term finance debt from a fixed to a floating
tale basis of vice versa. The following table indicates the types of instruments used and their weighted average interest rates as at 31 December.

§ million
excapt percontagas
7 oo o
Receive fixed rate swaps - noticnal amount 8,182 7,432
Average receive fixed rate 31% 3.1%
2.3% 1.1%

Avarage pay floating rate

Currency exchange rate risk
The monetary assets and monetary liabilitias of the group in currencies other than the functiona! currency of individual operating units are
summarized below. These currency exposures arise from normal trading activities.

% million

--------------------------- Net foseign cutrancy manatary assets {lial
. Other
Functional currency US gollar Statling Ewe  cumencies

e L T LT R LR L L L e

USdoIIar—3742(942}

Sterling 314 - 380 66
Other currencies — e V289 BN ey @3 1582
Tatal 45 323 357 7,113

2003
i o e e e B e
Sterling 67 - 308 34 409
Ot UGS e 048 828 2n .. 3n 43
Total T {1.081) 168 257 B8 (718

In agcordance with its policy for managing.its foreign exchange rate risk, the group enters into various types of foregign exchange contracts, such as
currency swaps, forwards and ogtions. The fair values and carrying amounts of these derivatives are shown in the fair value 1able in Note 27,

Interest rate and currency of financial assets
The following table shows the interest rate and currency profile of the group’s material financial assets at 31 December.

Floating rate Intaies! fres

Fixad rata

\Waighted

Waighted avarage Waeighted Waeighted
average tima for average averags
interast which rate interast time until
rale is fixed Amount rate Amgunt maturity Amount Toral
% Yaors $ million % § miltion Years ion § millicn

T e

Sterling B 2 101 2 292 3 242 635
Other cumrencies T e 2 B0 18951205
: T 173 988 T ‘1,189 '""2,'350‘ ’
-------------------------------------------------------------------------------------------------------------- 2003
U8 doliar 7T e D U Z Ty ges B T A T
Sterling 8 2 9 3 Q07 2 257 1,255
Othercurrencies ] R 2 19 ] 88 ] L 1886 2074
110 1,782 2,277 4,139
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25 FinancIal NS U NS comtnued e

§ millien

Analysis of the above financiat assets by balance sheet caption
Fixed assets

Investments 464 1,579
Current assets
Debtors — amounts falling due after more than one year 402 428
Investments 328 185
e B B A g N ettt e 1156 .07
T 2,350 4,139

The floating rate financial assets earn interes! at various rates set principally with respect to LIBOR or the local market equivalent. Fixed asset
investments included in the table above are held for ihe long term and have ne maturity period. They are excluded from the calculation of weighted
average time until maturity.

26 Derivative financial instruments

In the normal course of business, the group is a party 1o derivative financial instruments [derivatives) with off balance sheet risk, primarily to
manage its exposure to fluctuations in foreign currency exchange rates and interest rates, including management of the balance between floating
rate and fixed rate debt. The group also manages certain of its exposures to movements in oil, natural gas and power prices. In addition, the group
trades derivatives in conjunction with these risk management activities.

Risk management

Gains and losses on derivatives used for risk management purposes are deferred and recognized in earnings or as adjustments to carrying
amounts, as appropriate, when the undertying debi matures or the hadged transaction occurs, When an anticipated transaction is no longer likely
to oceur or finance debt is terminated befora maturity, any deferred gain or loss that has arisen an the related derivative is recognized in the
income statement, together with any gain or loss on the terminated item. Where such derivatives used for hedging purposes are terminated hefore
the underlying debt matures or the hedged transaction occurs, the resulting gain or loss is recognized on a basis that maiches the timing and
accounting treatment of the underlying hedged item. The unrecognized and carried-forward gains and losses on derivatives used for hedging, and
the movements therein, are shown in the following table.

5 enillion

________________________________________________________ Unrecognized Catried forward in the balance sheet

Gains and losses at 1 January 2004 331 {130} 201 1,003 {425) 578

of which accounted for in income in 2004 98 (28} 70 438 {73} 363

Gains and losses at 31 December 2004 487 {408} 79 1,063 {364} 699
_ of which expected to be tecagnized iningame 02005 259 el @ 266 07 188
Gains and losses at 1 January 2003 526 {450) 76 362 (28 324

of which accounted for in income in 2003 96 51 45 200 4) 186

Gains and losses at 31 December 2003 a3 {130 201 1,003 {425} 578

of which expected 1o be recognized in income in 2004 98 28} 70 438 {75) 363

Trading activities
The group maintains active trading positions in a variety of derivatives, This activity is undertaken in conjunction with risk management activities.
Derivatives held for trading purposes are marked-to-market and any gain or loss recognized in the income statement. For traded darivatives, many
positions have been neutralized, with trading initiatives being concluded by taking opposite positions to fix a gain or loss, thereby achieving a zero
net market risk.

The following takle shows the fair value at 31 December of derivatives and other financial instruments held for trading purposes. The fair velues
at the year end are not materially unrepresentative of the positicn throughout the year,

. $ million

2004 2003

Fair valua Fair valua Fair value Fair valua

Interest rate contracts - - - -
Foreign exchange coniracts 36 {90} 30 (54)
Oil price contracts 1,162 (1,177} 586 667)
Natural gas price contracts 802 624) 858 {711}
Power price comtracts e 82 {12) 548 (514}
2,082 {1,803) 2,022 {1,946}
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26 Derivative financial instruments cendinvec

The group measures 1ts market risk exposure, i.e. potential gain or toss in fair values, on its trading activity using value-at-risk technigues. Thase
techniques are based on g variance/covariance model or a Monte Carlo simulation and make a statistical assessment of the market risk arising from
nossible future changes in market values over a 24-hour period, The calculation of the range of potentiat changes in fair valug takes inta accoum a
snapshot of the end-af-day exposures, and the hisiory of one-day price movements over the previous 12 months, together with the correlation of
these price movements, The potential movarment in fair values is expressed to three standard deviations, which is equivalent 10 a 99.7%
confidence leval. This means that, in broad terms, one would expect 10 see an increase or a decrease in fair values greater than the value at risk

on only one occasion per year if the portiolio were left unchanged.

The group calcutates value at risk on all instruments that are held for trading purposes and that therefore give an exposure to market risk. The
value-at-risk model takes account of derivative financial instruments such as interest rate forward and futures contracts, swap agreements, options
and swaptions; foreign exchange forward and futures contracts, swap agreements and options; and oil, natural gas and power price futures, swap
agreements and options. Financial assets and liabiliies and physical crude oil and refined praducts that are 1reated as trading positions are also
included in these calculations. The value-atrisk calculation for oil, natural gas and power price exposure also includes cash-settled commodity
contracts such as forward contracts.

The following table shows values at risk for trading activities.

$ mitlion

Interest rate trading

Foreign exchange trading 4 1 1 1 4 - 2 1
Qil price trading 55 18 29 45 34 17 26 27
Natural gas price trading 23 8 13 10 29 4 18 18
Power price trading 10 1 4 4 13 - 4 6

The presentation of tracing results shown in the table below includes certain activities of BF's trading units that involve the use of derivative
financial instruments in canjunction with physical and paper trading of oil, natural gas and power. It is considered that a more comprehensive
representation of the group’s oil, natural-gas and power price trading activities is given by aggregating the gain or loss on such derivatives together
with the gain or loss arising from the physical and paper trades to which they relate, representing the net result of the trading portfolio.

$ million

2

0o4 200
Net Nat

OO OO UL L L IO
Interest rate trading 4 9
Foreign exchange trading 136 118
Qil price trading 1,371 825
Natural gas price trading 451 341
Power price trading 180 19
2,132 1.412
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27 Fair values of financial assets and fiabilities

The estimated fair value of the group's financial instryments is shown in the table below. The table also shows the ‘net camrying amount’ of the
financial asset or liability. This amount represents the ret book value, i.e. market value when acquired or later marked-to-market. Interest rate
contracts include futwres coniracts, swap agreements and options. Foreign exchange contracts include forward and futures contracts, swap
agreementis and options. Oil, natural gas and power price contracts include futures contracts, swap agreements and options and cash-settled
commodity contracts such as forward contracts.

Short-term debtors and creditors that arise directly from the group’s operations have been excluded from the disclosures contained in this note,
as permitted by Financial Reporting Standard No. 13 "Derivatives and Other Financial Instruments: Disclosures’.

The fair value and carrying armounts of finance debt shown below exclude the efiects of currency swaps, interest rate swaps and forward
contracts {which are included for preseniation in the balance sheet). Long-term borrowings in the table below include debt that matures in the year
from 31 Dacember 2004, whereas in the balance sheet long-term debt of current maturity is reported under amounts falling due within one year.
Long-term borrowings also include US Industrial Revenue/Municipal Bonds classified on the balance sheet as repayable within cne year.

$ milon
..................... o e
Net fair  Net carrying Netfais  Net carying
valug amount valug ampuny
assal asset asse! assset
BBy B S S e tee e ee e e ee oo ee e lighiley | libiny  Ubdity) by
Fixed assets — investments 748 464 3,507 1,579
Current assats
Debtors — amounts falling due after more than one year 402 402 428 428
Invesirnents 3z 328 185 i85
Cash at bank and in hand 1,156 1,156 1,847 3,947
Finance debt
Short-term borrowings {8.003) (5,003} {5,059} (5,059)
Long-term borrowings {16,800 (16,344} (16,180 {15,559
Net obligations under finance leases {2,608) (2,579} (2,479} 12,452
Creditors — amounts falling due after more than one year
Other creditors 12.978) 2,978) {4,480} {4,480)
Provisions for liabilities and charges
Ciher provisions {1,392) (1,392) (1,431} {1,431
Derivative financial or commodity instruments
Risk management s T UPURTORRIUUI
Interest rate contracts (73) - 5 -
Foreign exchange contracts 1.084 835 a41 745
Qil price contracts 7 7 (5 (5}
Natural gas price contracts 35 35 (5) (5)
Power price contracts - - {10) {10)
Trading
Interest rate contracis - - - -
Foreign exchange contracts (54} (54} {24) (24}
Gil price contracts {18} 15} 81} 81
Natwral gas price contracts 178 178 147 147
Power price contracts 70 70 34 34

The following methods and assumptions were used by the group in estimating its fair value disclosures tor its financial instruments:

Firad assets ~ investmeams The carrying amount reported in the balance sheet for unlisted fixed asset investments approximates thair fair value,
The fair value of listed fixed asset investments has been determined by reference to market prices.

Crrrant assats - Dabtors fofing due after mor than one vear The fair value of other debtors due after one vear is estimatsd-not to be materially
different from its carrying value.

Curranit assets — investments and cash at bank and in hand The carrying amount reported in the balance sheet for unlisted current asset
investmanis and cash at bank and in hand approximates their fair value. The fair value of listed current asset investments has been determined
by reference to market prices.

Finance debt The carrying amount of the group’s short-term borrowings, which mainly comprise commaercial paper, bank loans and ovardrafts,
approximates their fair value. The fair value of the group’s long-term borrowings and finance lease obligations is estimated using quoted prices
or, where these are not avaiiable, discounted cash flow analyses, based on the group’s current incremental borrowing rates for similar types and
maturities of borrowing.

Craditors — Ainounts fallng dus after mora thun one year — (lhet craditors Deferred consideration for the acquisition of our interest in

TNK-BP is discounted o the present value of the future payments. The carrying value thus approximates the fair value. The remaining liabilities
are predominantly interest-free. In view of their short maturities, the reported carrying amount is estimated to approximate the fair value.
Piovigions for linhiitias and charges - (thor provisions Where the liability will not be settied for a number of years, the amount recognized

is the present value of the estimated future expenditure. The carrying amount of provisiens thus approximates the fair value.

Berivative finansial ingtrumants and cash-settled commadity comracts The fair values of the group's interest rate and foreign exchange contracts
are based on pricing models that take into account relevant market data. The fair values of the group's oil, natural gas and power price contracts
{futures contracts, swap agreements, options and forward contracts} are based en market prices.
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28 Finance debt $ milion

Bank loans 250 257 707 205 253 458
T I0aNS et 9819 . 10,167 . 19.985 8181 10524 19685
Totai borrowings 10,069 10,624 20683 9,366 10,777 20,143
Net obligations under firance leases i 18,2288 2398 . S0 . 2082 2182
10,764 12907 23,089 9456 12869 22325

Where finance debt is swapped into another currency, the finance debt is accounted in the swap currency and not in the original currency of
denomination. Total finance debt includes an asset of $835 million (745 million} {or tha carrying value of currency swaps and forward contracts.

Included within Other loans repayable within one year are US Industrial Revenue/Municipal Bonds of $2,487 million ($2,503 million] with
maturity periods ranging up to 34 years. They are classified as repayable within one year, as required under UK GAAR as the bongholders typically
have the option to tender these bonds for repayment on interest reset dates. Any bonds that are tendered are usually remarketed and 8P has not
experienced any significant repurchases. BP considers these bonds to represent fong-term funding when assessing the maturity profile of its
finance debt.

At 31 December 2004, the group had substantial amounts of undrawn borrowing tacilities available, including committed facilities of
$4,500 million expising in 2005 ($3,700 miltion expiring in 2004). These facilities are with a number of International banks and borrowings under
them would be at pre-agreed rates. The group expects to renew the facilities on an annual basis. Certain of these facilities support the group’s
commercial paper programme,

At 31 December 2004, the group’s share-of third-party finance debt of joint veniures and associated undertakings was $2,821 million
{$2.151 million) and $1,048 million ($322 million) respectively. These amounts are not reflected in the group’s debt on the balance sheet.

% million

aaw remmrmm ey 2004 20m
Analysis of burrowings by year OO e eemerecesremeceese e SO JOANS | Otharloans Towt  Bank ians Tate)

Due after 10 years 774 - 721

Due within 10 vears 30 - 17

9 years 25 - 337

8 yeals 22 365 387 - 291

7 years 28 286 314 - - -

& years 36 899 135 7 1,700 1,707

b years 33 1,691 1,724 7 938 945

4 yeals 29 1,510 1,539 B 1,291 1,289

3 years 251 2,431 2,682 193 2,593 2,786

................................................................................................................................................ 3014 3 283 267
10624 253 10524 T

10,069 205 9,181 ... 9366

20893 4se 19685 20,143

Amounts included above repayable by instalments, part of which falle due atter five years from 31 December, are as foilows:

After 5 years 204 14
WIhIn B YRAMS e ] e B2

280 o8

Interest rates on borrowings repayable whally or partly more than five years from 31 December 2004 range from 1% 1o 12% with a weighted
average of 4%, The weighted average interest rate on finance debt is 3%.
$ million

Obligations under finance leases i ] 2004 2003

1 year 152 127

2 to 5 years 1,060 978
Y 1. R ¥ I

Less fimance charges e 2,354 2,452
Net obligations ’ T 5 208 2182

[=}]
[=}]
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29 Other creditors S milion

Wit
1 vean

Group undertakings

Joint ventures 137 - - - - - -
Associated undertakings 364 5 4 - - - -
Production taxes 517 1,520 1,544 - - - -
Taxation on profits 4,13 - - - - - _
Social security 122 - - 7 - a6 -
Accruals and deferred income 9,569 1,000 1.321 7 76 22 50

Dividends

Cetam- Environ- it

missioning | mental  Owher | Towl | migvsans
At January 2004 T T 4,720 2,208 1,797 B.B1E 216
Prior year adjustment — change In accounting policy e T e @e | ris
Restated T 4,720 2,298 1,581‘ ’ 8,539 -
Exchange adjustments 213 21 25 259 -
New provisions 284 588 208 1,180 -
Wiite-back of unused provisions - {151) {64) (215) -
Unwinding of discount 118 55 23 186 -
Change in discount rate 434 40 1 475 -
Utleedideleted | s sl oy @)
At 31 December 2004 5,580 2,458 1,570 9,608 =

The group makes full provision for the future cost of decommissioning oil and natural gas production facilities and related pipelines on a discounted
basis on the installation of those facilities. At 31 Decernber 2004, the provision for the costs of decommissioning these production facilities and
pipelines at the end of their economic lives was $8,580 millien {34,720 million). The provision has been estimated using existing technology, at
current prices and discounted using a:real discount rate of 2.0% (2.5%). These costs are expected to be incurred over the next 30 years. While
the provision is based on the best estimate of future costs and the economic lives of the facilities and pipelines, there is uncertainty regarding
both the amount and timing of incurring these costs.

Pravisions for environmenta! remediation are made when a clean-up is probabie and the amount reasonably determinable. Generally, this
coincides with commitment to & formal plan of action or, if earlier, on divestment or clesure of inactive sites. The provision far environmental
liabilities at 31 December 2004 was $2,458 million ($2,298 million). The provision has been estimated using existing technology, 8t current prices
and discounted using a real discount rate of 2.0% (2,56%). The majority of these costs are expected to be incurred over the next 10 years. The
extent and cost of future remediatien programmes-are inherently difficult to astimate. They depend on the scale of any possible contamination,
the timing and extent of corrective actions, and also the group’s share of liability.

The group also holds previsions for expected rental shortfalls on surpius properties, litigation and sundry other liabilities. To the extent that
ihese liabilitles are not expected to be settled within the next three years, the provisions are discounted using either 2 nominal discount rate
of 4.5% (4.5%) or a real disgount rate of 2.0% (2:5%), as appropriste.

31 Pensions

Most group companies have pension plans, the forms and benefits of which vary with conditions and practices in the countries concerned.
Pension benefits may be provided through defined contribution plans (money purchase schemes) or defined benefit plans (finsl salary and other
types of schernes with committed pension payments), For defined contribution plans, retirament benefits are determined by the value of funds
arising from contributions paid in respect of each employee. For defined benefit plans, retirament benetits are based on such factors as the
employees’ pensionable salary and length of service. Defined benefit plans may be externally funded or unfunded. The assets of funded plans
are generzlly held in separately administered trusts.

Contributions o funded defined benefit plans are based on advice from independent actuaries using actuarial methods, the objective of which
is to provide adeguate funds to meet pension obligations as they fall due. The pension plans.in the UK and US are reviewed annually by the
independent actuaries and subject to a formal actuarial valuation at least every three years. The date of the latest actuarial valuation for the UK
and US plans was 1 January 2003 and 1 January 2004 respectively, The date of the most recent actuarial reviews was 31 December 2004,

During 2004, contributions of $24% milion ($258 million) and $30 million ($2,189 million) were made to the UK plans and US plans respectively.
In acdition, contributicns of $116 million ($86 million) wera made to other funded defined benefit plans. The aggregate level of contributions in
2005 is expected-to be approximately $600 million.
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31 Pensions continves

The pension assumptions for the principal plans are set out balow, The assumptions used to evaluate accrued pension benefits a1 31 December in
any year are used to determine pensicn expense for the following year, that is, the assumptions at 31 December 2004 are used to determing the
pension liabilities at that date and ihe pension cost for 2005. The assumptions for the parent company are the same as those shown for the UK.

Discount rate for plan liabilities 525 55 5.75 5.75 6.0 6.75 5.0 5.5 5.75
Rate of increase in salaries 4.0 4.0 2.0 a0 4.0 40 40 4.0 4.0
Rate of increase for pensions

in payment 25 25 25 il nil ntl 2.5 2.5 25
Rate of increase in deferred pensicns 25 25 25 nil ail nil 25 25 25
Inflation 25 25 25 2.5 25 25 2.5 2.5 2.5

The assurmed rate of investment return and discount rate have a significant effect on the amounts reported. A one-parcentage-point change in
these assumptions for the group’s ptans would have had the following eflects:

[nvestment return

Effect on pension expense in 2005 312} 314
Discount rate

Effect on pension expense in 2005 (87} 88

Effsct on pension obligation at 31 December 2004 {4,608) 5,575

The expected long-term rates of return and market values of the varicus categories of asset held by the significant defined benefit plans at
31 December are set out below.

Group Farant
2004 2003 2002 2004 2003 2007
Expsciad Expeacted Expected
long-tarm long-term long-tarm
r8te of Marke1 rate of Markat ratg of Market Markat Mutkit *Aarkeat
return valug reum valua raturn value aiun value vl

% $ million Yo $ million % S$millon S5million $ milllon s million

U plang s

Equities 75 17,329 7.5 14,642 7.5 10,815 15,263 12.815 10,186
Bonds 45 2,958 475 2477 5.0 2,263 2,396 2,092 1,814
Property 65 1,680 6.5 1,336 6.5 1,352 1,645 1,325 1,341
Esh 80 45940 ™8 .40 708 . .40 . Bis B9
T 7.0 22,307 70 9224 7.0 15,138 20,708 17.850 14132
Present valug of plan liabilities 20080e 12766 o] 4822 18613 . 16288 13838
Surplus in the plans - ve8 T 1.458 318 2,083 Tse2 T Tagy
Ceferrod tax e, 672 @37 8B Bl (i 1048
At 31 December 1,335 T e 221 1,465 1003 34
US plans
Equities 85 5,043 85 5,650 85 3.371
Bonds 4.75 1,057 475 1,018 5.5 720
Property 8.0 28 80 41 8.0 49
Lesh 30 BB 85 148 3B 86
80 7,183 8.0 6,857 8.0 4,206
Present value of plen liabilties TB26 ] 709 e 6,765
Deficit in the plans {643) (852) (2,559)
Deferred tax e 2B 307 83
At 31 Dacember 412) (545) {1,638}
Qther plans
Equities 8.0 933 7.5 686 75 515
Bonds 425 857 475 737 5.0 672
Property 5.25 14 B.5 129 65 101
s 3B 28 4D 187 A0 e
6.0 2,192 6.0 1,739 6.0 1.447
Prosentvalue of plon lisbiftes . ...804 B384
Deficit in the plans (5.852): [4.637 (3,694
Deferred tax 540 302 o 209
At 31 December 5,312) {4,335) (3,445)
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31 Penstons cormued $ million

UK plans

US plans 412 - (545) {545} - (1,638) (1,638}
Otherplans oMo B2y B3 53 4388 4338 40 [3485) 3445
At 31 December 1.475 (5.863) 14,388) 1,146 {5,005) {3.859) 388 {5,250} {4,862

Current service cost 363 215 118 696 290 177 341 261
Past service cost 5 - 38 43 - 14 5 -
Settlermnent, curtailment and

special iermination benefits k1 - 27 B4 - nn 87 76 38 -
Payments 1o defined contributian plans - 150 12 12 - 134 3 MM - -
Total operating charge T 405 365 195 965 290 34 239 843 382 761

Analysis of the amount credited {charged) to
other fmance income

Expected return on pens1on plan assets 38 s2e 104 1,981 1,083 351 94 1,498 1,257 982
interest on pension plan liabilities 981)  _la45) _(348) (1,772) 848y 1a32)  301) I.58N  899)  G79)
Other finance income (expense) 370 81 [2a2) 208 205 81 (207 (83) 388 204
Analysis of the amount recognized in the
slatengggg.qf.}otal recognized gains and l0sSRS
Actual return less expected return on pension T
plan assets 818 378 152 1,349 1,638 749 2 2,390 750 1.525
Experience gains and losses arising on
plan liabilities 83 [22) {862} (501} 841 30 135 806 157 621
Change in assumptions underlying the present
value of plan lisbilities i795) 08 1366 11,269) (1437) 0,030}  (279) (2748 {710 (1.308]
Actuarial gain {loss) recognlzed ln ‘statement ’
of 101l racognized gains and losses 106 249 (776) (421} 843 {251) (142} 450 197 841
Movement in surp!us (deflcltl dunng the year
Surplus (dehcnt) n schemes at 1 January 1,458 (852) (4,637} (4,031} 316 (2,659) (3.694) (5,937) 1,663 497
Movement in year
Current service cost (363} 218 (118} (696} {290) (177) {116} 583) 1341 (261}
Past service cost (5) - {38) (43) - {14) - 14) ] -
Settlement, curtailment and special
termination benefits (37 - 27 (64) - 1 871 {76) 36 -
Acquisitions - - (3) {3) - - 1 1 ~ -
Disposals - 32 59 a1 - - - - ~ -
Other finance income (expense) 370 81 {242) 209 205 (81) {207 83 358 204
Actuarial gain {loss) 106 249 (776) [421) 843 {251) {142) 450 197 841
Employers' contributions — funded plans 249 30 116 395 258 2,189 86 2,533 214 142
Employers’ contributions — unfunded plans - 32 285 37 - 30 209 239 - -
_Exchange adjustments 130 oo Ban 2. oo 1B8n | wsen 12 14D
Surplus (deficit} in plans'at 31 December 1,908 643 (5852) [4.587) 1,458 (852 146370 4.031) 2,082 1,563

69




Noies on accounts

Group Palern .
Bt OSSOSO URURTON o o o B -
P
Difference between the expected and actual return on plan assets
Amount ($ mifiion) 818 379 152 1,349 750
Percentage of plan assets 4% 5% 7% 4% 4%
Experience gains and losses on plan liabilities
Arngunt {$ million) a3 22 {562} {501 157
Percentage of the present value of plan liabilities 0% 0% (71% Mm% 1%
Total amount recognized in statement of 10tal recognized gains and losses
Amgunt (3 million} 106 24% {776} {421) 197
_Percentage of the present value of plan liabilities 1% 3% 0% % 1%
OO OP UYL S o
Ditference batween the expected and actual return on plan assets
Arount {$ million) 1,639 749 2 2,390 1,526
Paercentage of plan assets 9% 1% 0% 9% 9%
Experience gains and losses on plan liabilities
Armount {$ million) 641 30 135 806 621
Parcentage of the present value of plan liabilities 4% 0% 2% I 4%
Total amount recognized in statement of total recognized gains and losses
Amount ($ million) 843 (261) {142) 450 841
Percentage of the present value of plan liabilities 5% {31% 2% 1% 5%,
SOV .. SO Lo C A
Difference between the expected and actual return on plan assets
Amount ($ million} 13.874) {1,305) (137} 5,316) 13,656
Percentage of plan assets 26)% {31)% (9)% (26)% (261%,
Experience gains and losses on plan liabilities
Amount {$ million} 212 (290) 80 12 230
Percentage of the present value of plan liabilities 1% (41% 2% 0% 2%
Total amount recognized in statement of total recognized gains and losses
Amount ($ million) 4,142} {1,938) 487 (6,567) (3.808)
_Percentage of the present value of plan Jiabilities (28Y% 129)% 9% {25)% 1281%
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32 Other post-retirement benefits
Certain group companies in the US provide post-retirement healthcare and life insurance benefits to their retired employees and depeandants. The
entitlement to these benefits is usually based on the employee remaining in service until ratirament age and completion of a minimum period of
service. The plans are funded to a limited extent. The cost of providing post-retiremnent benefits is assessed annually by independent actuaries
using the projected unit method. The date of the lates: actuarial valuation was 1 January 2004 and the date of the most recent actuarial review was
31 December 2004.

A1 31 December 2004, the independent actuaries reassessed the obligation for pest-resirement benelits at $3,676 million ($4,143 million).
The discount rate used tc assess the obligation at 31 December 2004 of the plans was 5.75% (6.0%).

2006 2006 2007 2008 2009 and
subsequant

Assumed (Uture Realthcare Cost MEnt 1Bt et easees e s e emees e e em et emss e em e vears
Beneficiaries aged under 65 9% 8% 7% 6% 5%
Benaficiaries aged over 65 12% 10% 8% 7% 6%

The assumed healthcare cost trend rate has a significant effect on the amounts reported. A one-percentage-point change in the assumed
healthcare cost trend rate would have had the {ollowing effects:

One-parcantaga point

rciease | Decrease

Efiect on postretirement bensfit expense in 2006 T g T A
Effect on post-retirement obligation at 31 December 2004 458 1373}

BP's postretirement medical plans in the US provide prescription drug coverage for Medicare-eligible retirees. The group's obligation for other
post-retirament benefits at 31 December 2004 reflects the effects of the recent Medicare Prescription Drug, Improverment and Modernization
Act of 2003 (the Act). The provisions of the Act provide for a federat subsidy for plans that provide prescription drug benefits and meet certain
qualifications, and alternatively would aliow prescription drug plan sponsars to co-ordinate with the Medicare benefit. BP reflected the impact of the
legislation by reducing its actuarially determined obligation for post-retirement bensefits at 31 Dacember 2004 and will reduce the net cost for post-
retirament benefits in subseguent periods. The reduction in liability was reflected in the 2004 results as an actuarial gain (assumption change).

The expected long-term rates of return and market values of the various categories of assets hald by the plans at 31 December are set
out below,

Expected Expacted Expeciad
leng-term Markat long-tarm Market long-tarm Market
rate of rewrn value rara of retum valug rate of retun valua
e S milien % Smilion % Smilien
US plans
Equities 8.5 21 8.5 24 85 24
OIS e B S 475 B . 9.
7.25 30 8.0 33 8.0 33
Fresem value of plan liabilities e, 3,678 4,143 4,326
Other post-retirement benefits liability before deferred tax (3,646} @nog T (4,293)
At 31 December 2,126) (2,630) (2,748}
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32 Other post-retirement benefits coniinugy L smiben

‘A“alv;llsuuf"t ------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------
Current service cost
Past service cost

Settlement, curtailmeni and special termination benefits - 668}

Total operating charge (income) 57 (801)

Analysis of the amount charged 1o other finance costs

Expected feturn on plan asseis 2 2
s O I S oo oo e et ee oo oo eeeer e L (259)
Other finance expense (238) {257}

Analysis of the amgunt rer.-ognlzed in the statement nf total recogmzed galns and Iosses

Actual return less expected return on plan ‘asseis - 2
Experience gains and losses arising on plan liabilities 33 67
Change in assumptions underlying the present value of plan liabilities 495 ] {443)
Actuarial gain {loss) recognized in staternent of total recognized gains and losses 528 (374
Movement in deflc:t during the year
Deficit in plans at 1 January T T Aoy w203
Movement in year
Current service cost (61} 154)
Past service cost 4q 114)
Settlement, curtailment and special termination benefits - 669
Gisposals 8 -
Other finance expense (238) [267)
Actuarial gain {loss) 528 {374)
Employers' ¢contributions 213 213
Exchange adjustmen‘ss e emeemeemaiemeememmmemmeemeemeessistentiaseaeeiees [TIUURUOTU e by
Deficit in schames at 31 December (3.646) {4,110)

History of experience gzins and losses 2004 2003 2002

Ditference between the expected and actual return on plan assets

Amount {$ million) - 2 8

Percentage of plan assets 0% 6% 24)%
Experience gains and losses on plan liabilities

Amount (8 million) 33 67 (89}

Percentage of the present value of pian liabilities 1% 2% (2}%
Total amount recognized in statement of total recognized gains and losses

Armount ($ million) 528 {374) {1,262)

Parcentage of the present value of plan labilities 14% (9% (29)%
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33 Called up share capital
The compary's authorized ordinary shere capital remains unchanged at 36 hillion shares of 25 cents each, amounting to $9 billion. In addition,
the company has authorized preference share capital of 12,750,000 shares of £1 each {$21 million). During 2004, the number of ordinary shares
in issue decreased oy 596,632,202, The number of ordinary shares bought back for canceliation exceeded the number issued in connection with
the deferred consideration for the TNK-BP transaction, for employee share schemes and in connection with the ARCO acquisition. Further details
of movemnents in share capital are shown in Note 34.

The allotted, called up and fully paid share capita! at 31 December was as follows:

Non-equity
8% cumulative first preference sharas of £1 each 7,232,838 12 7,232,838 12
9% cumulative second preference shares of £1 each 5,473,414 9 5,473,414 9
Equity
Ordinary shares of 25 ceniseach . 2152grngoe 5382 22122610104 5531

5403 52

Voting on substantive resolutions tabled at a general meeting is on a poll. On a poll, shareholders present in person or by proxy have two votes for
every £5 in nominal amount of the first and second preference shares held and one vote for every ordinary share held. On a show-of-hands voie
on other resolutions {procedural matters} at a general meeting, shareholders present in person or by proxy have one vote each,

In the event of the winding up of the company, preference shareholders would be entitled to a sum equal to the capital paid up on the
preference shares plus an amount in respect of accrued and unpaid dividends and a premium equal to the higher of {i} 10% of the capital paid up
on the preference shares and (i) the excess of the average market price of such shares on the London Stock Exchange during the previous six
months over par value.

34 Capital and reserves $ milion
Shara Capital Profit
Share pramium redemption Margar Other Own and loss
GIOUD e capital . account | teserva | reserve reservas . shares  @eoounmt Toal
At 1 January 2004 5,562 3,087 523 27,077 129 - 38,700 75,938
Prior year adjustment - change in accounting policy M e T e R (26} 15,247 5,343)
Restated 5,662 3,957 523 27,077 129 (96) 33.453 70,595
Currency translation differences {net of tax) - - - - - 7 2,143 2,136
Actuarial gain {net of tax) - - - - - - 203 203

Unrealized gain on acquisition of further

investment in equity-accounted investmeants - - - - - - 94 94
Employee share schemes i6 n - - - - - 327
ARCO 7 153 - 85 (85} - - 160
Issue of ordinary share.capital for TNK-BP 35 1215 - - - - - 1,250
Purchase of shares by ESOP trusts - - - - - (147 - {147}
Charge for long-term performance plans and

employee share schemes - - - - - - 226 226
Release of shares by ESOP trusts - - - - - 168 {168} -
Repurchase of ordinary share capital (207} - 207 - - - (7,548} (7,548}
Profit for the vear - - - - - - 15,731 15,731
DVIENDS e OO OO SOOI OO SUOTOURO o OROUT. - 1 A1 SOOI
At 31 December 2004 730 27,162 44 (82) 37,763 76,656
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34 Capital and reserves contined 5 milkon

....................... P o

Share premiim redamplion ke Oirar v ard loss

Parent e SN Botant | estrR el mgaeeas | shaes  aeowe | Tet
At I January 2004 ’ 5,552 3 95" 523 26,360 |29 - 30,370 76 a3
Prior vear sdjusungm: — fhangs in accounung paliey - - - = EE (20480 (2,447)
Restated 5,582 3957 a3 26380 123 98) 3325 74.770
Currency translation ditferencas nat ol tax) - - - - - ] - 7
Acwanal gain {net of taxi - - - - - - 138 138
Employee share schemes 3 464 - - - - - 287
ARCO - - - a5 {85) - - -
Issue of ordinary share capizal for THK-BP 5 1.215 _ - _ _ _ i 250
Purchase of sharas by ESQP trusis - - - - - (147} - 1147}
Charge for long-ierm performance plans and

ermnployee share schernes - - - - - - 206 208
Reloase of shares by ESOP irusis - - - - - 168 168 -
Repurchase of orgdinary share capital 207 - 207 - - - [7.548) {7,548)
Profiz for the ysar - - - - - - 18,677 18,677
Dividends e et eee oo o] et T M) T 8370 e
At 31 December 2004 5403 5.638 730 26,465 43 182) 43,261 31,457

Employee share schemes
During the year, 62,224,092 ordinary shares ware issued under the BR Amoco and Burmah Castrol employee share schemes.

ARCO
29,288,178 ordinary shares ware issued in respect of ARCO employee share option schemes.

Repurchase of ordinary share capital
The company purchased for cancellation 827,240,360 ordinary shares for a total consideration of $7,548 million,

As a.consolidated income statement is presented, a separate income statement for the parent company is not required
to be published.

The profit and logs account reserve includes the following amounts, the distribution of which is limited by statutory or
other restrictions:

€ enullion

Parent company 24,107
Subsidiary undertakings 2,118
Joint ventures and associated undertakings 566

26,394 26,788

35 Reconciliation of movements in shareholders’ interest ) $ milion
O S TP SO OO OO OO . SO oo
Profit for the year 15,731 10,482
Currency translation differences 2,344 3,673
Actuarial gain relating 10 pensions and other post-retirement benefits 107 78
Tax on currency translation differences (208) {37
Tax on actuarial gain. {053 refating to pensions and other postratirement benefits 96 [16)
Unrealized gain on acquisition of further investment in equity-accounted investments 94 -
Dividends 13 8,371 {5,753}
Issue of ordinary share capital for employee share schemes 487 173
Issue of ordinary share capital for TNK-BP 1,250 -
Purchase of shares by ESOP trusts (147) B3
Charge for long-term performance plans and emplovee share schemes 226 225
Repurchase of ordinary share capital (7548 13,900)
Neét increase in sharehoiders’ interest T "B081 8781
Shareholders’ interest 4t 1 January 70,585 63834
Shareholders' |nterest at 37 December 76,656 70,595
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36 Group cash flow statement analysis sk
RBCOHCI’I_?:(_lgﬂ‘l_)f__hjif_(_)_l:lf?_l cost proflt before interest and tax to net cash inflow from operahng qg:_tngggg.g______________________ o moa 2003
Historical cost profit befare interest and tax T mmmmmmmmmmmmmmmmm—mm 25,242 17,954
Depreciation and amounts provided 12,683 10,940
Exploration expenditure written off 274 297
Net operating charge for pensions and other post-retirement benefits, less contributions 67} 2.913)
Share of profits of joint ventures and associated undertakings 13,574) {1,438}
Interest and other income {325) {341)
{Proiit} loss on sale of fixed assets and businesses or termination of operations {815) {831
Charge for provisions 671 282
Utilization of provisions {781} {716)
{Increase) decrease in stocks {3,585) 841}
(Increase) decrease in debiors {i0,820) {3.042)
Increase (decrease] in crediors . . SO OTRUTIOS 1.4 SURVRTON. . L AU
N e e 56 51 56n
S miflion

Bacing e 2908 203
Long-term borrowing T 2,675  (4.322)
Repayments of longterm borrowing 2,204 3.560
Short-term borrowing 13,335) {4,708)
Repaymentis of short-term borrowing SOOI .U 4708

""""""""""""""""""""""""""""""" (437 (7601
Issue of ordinary share capital for employee share schemes {487) 1173)
Purchase of shares by ESCP trusts 147 63
Repurchase of ordinary share capital B4 1889
Net cash outfiow (inflow) 8,777 1,129

Management of liquid resources
Liquid resources comprise current asset investments, which are principally commercial paper issued by other companies. The net cash ouifiow
from the management of liuid resources was $132 million ($41 million inflow).

Commercial paper
Net movements in commercial paper are included within short-term borrowings or repaymeant of short-term borrowings as appropriate.

3 millign
RO o o SOOI ekt
Current Currant
Financa assat Net Financa assel Nal
Movement innetdebt e Ge Cash | iwestments | debt o debt  Cash  iwesiems gsbn
At 1 January 22 325) 1 947 185 (20 193) (22 008) 1,520 215 120,273)
Exchange adjustments {403) 80 11 1312) (199] 110 1 [78)
Debt acquired - - - - {15) - - (15)
Net cash flow (431} (871) 132 (1,170 {7680) 7 {41} [484)
Debt transferred to TNK-BP - - - - 93 - - 93
Exchange of Exchangeable Bonds for Lukail
American Depositary Shares - - - - 420 - - 420
Other movements 68 - - 68 144 - - 144
At 31 December 23081 156 328 (F1.607 122,375 1847 7 i85 ney
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Executive Directors’ Incentive Plan 2,783 2728
BF Share Option Plan 71,750 78,109
Savings-related schemes e B8 23,922

8The exercise prices for BP options granted during the year were £4.22/$7.73 iweighted average price) for Executive Directors’ Inceniiva Plan (2,783,333 options);
£4.38/$8.0% (weighted average price) for 71,750,436 options granted under the BP Share Cption Plan; and £3.86/$7.06 (5,860,997 options) for savings-elated and
similar plans.

8P offers most of its employees the opportunity ta acquire a shareholding in the company through savings-related andfor maiching share plan
arrangements. Such arrangements are now in place in more than 80 countries. BP also uses long-term performance plans {see Note 38) and the
granting of share options as elements of remuneration for executive direciors and senior employees.

During 2004, share options were granted to the execuiive directors under the Executive Directors’ incentive Plan (EDIP). For these options, the
option exercise price was the market value [ss determined in accordance with the plan rules) on the grant date. The options granted 10 executive
directors reflect BP’s parformance in terms of total shareholder return, that is, share price increase wiih all dividends reinvested, relative to the
FTSE Global 100 group of companies over the three years preceding the grant as well as the underlying health of the business and the competitive
marketplace. Options have not been granted in any year unless 1he criteria for an award of shares under the share element of the EDIF (see Note
38} have been met. Options vest over three years lone-third each after one, wo and three years respectively) and have a life of seven years after
the grant.

Share options were also granted in 2004 undes the BP Share Option Plan to certain categories of employees. Subject to certain vesting
requirements, the oplions are exercisable between the third and 10th anniversaries of the date of grant. There are no performance conditions
attaching to the options granted during the year.

Under the BP ShareSave Plan (a savings-related share option plan), employees save on a monthly basis over a three- or five-year period iowards
the purchase of shares at a price fixed when the option is granted. The option price is usually set at a 20% discount to the market price at the time
of grant. The aption must be exercised within six months of maturity of the savings contracs; otherwise it lapses. The plan is run in the UK and a
small number of other sountries.

Under the BP ShareMatch Plan, BP matches employees’ own contributions of shares, up 1o a predetermined limit. The shares are then held in
trust for a defined minimum period. The plan is run.in the UK and in over 70 other countries.

The group takes advantage of the exemption granted under Urgent Issues Task Force Abstract No, 17 (revised 2003) 'Employee Share
Schemes’, whereby no compensation expense need be recognized for the BP ShareSave Plan. BP does not regognize an expense in respect of
share options granted to employees under the BP Share Option Plan. If the fair value of options granted in any particular year is estimated and this
valug amortized over the vesting period.of the options, an indication of the cost of granting options to employess can be made. The fair value of
each share option granted has been estimated using a Black Scholes option pricing model with the following assumptions:

004 2003

2
Risk-fee interest rate T T TTa00% 35%
Expected votatility 22% 30%
Expected life in years itoh 115
Expected dividend yield 3.75% 4.00%
Weighted average fair value of options granted () 1.40 1.44

The additional expense that would have been recognized in 2004 on this basis would be $78 millicn ($79 millien) and the impact on earnings per
share would be 1 cent (1 cent).

The company sponsors a number of savings plans covering most US employees. Under these plans, most employees may contribute up to
100% of their salary subject to certain regulatory limits. Most employees-are eligible for a doliar-for-dollar company-matched contribution for the
first 7% of eligible pay contributed on a before-tax or aftertax basis, or @ combination of bath. The precise arrangement may vary in certain
business units. Plan participants may invest contributions in more than 200 investment options, including & fund comprised primarily of BP ADSs,
The company's contritrtions generally vest over a period of three years (0% for years one and two and 100% after completion of three years).
Cempany contributions 1o savings plans during the year were $138 million ($130 million}.

An Employee Share Ownership Plan (ESOP) was established in 1897 10 acquire BP shares 10 satisfy future requirements of employee share
plans, principally the BP ShareMatch Plan. The ESOP holds the shares for participants during the retention period of the plan. The company provides
funding to the ESOP Until such time as the company’s own shares held by the ESOP trust vest unconditionally in employees, the amaount paid for
those shares is deducted in arriving at shareholders’ interest (see Notes 34 and 35). Other assets and liabilities of the ESOP are recognized as
assets and liabilities of the company. The ESOP has waived its rights to dividends.

During 2004, the ESOP released 14,158,047 shares (16,892,853 shares) for the matching share plans. The cost of shares released for these
plans has been charged in these accounts. At 31 December 2004, the ESOP held 2,682,860 shares (7,811,544 shares), which had a market valug
of $26 million ($63 million).
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37 Employee share plans continues

Savings-related schemes 3,183 5,325
BF. Amoco and Burmah Castrol executive share optionplans e D908 27,864
................................................................... Pt 35 586
OptaNs OUtSanding At 3t D oI er e ee e ees s s s eee e eme e DO 200
BP options {shares thousand) 470,264 461,886
Exercise period 20052014 2004-2013
Price £2.04-£6.40 £1.86-£6.40
Price $3.95-$9.87 $£3.47-895.97

Details of directors’ individual participation in share schames are given in the direciors’ remuneration report on pages 116-125.

38 Long-term performance plans

During 2004, the company operated two long-term performance plans: the Executive Directors’ Incentive Plan (EDIP) for executive directors and
the Long Term Performance Plan (LTPP) for sanior employees. Executive directors participated in the LTPP prior to 2002 or to their appointment
as an executive director, whichever was the later. Both plans are incentive schemes under which the company may award shares to participants
or fund the purchase of shares for participants if long-term targets are met. Awards were made in 2004 in respect of the 2001-2003 LTPP
Further details of the plans are given in the directors’ remuneration report on pages 116-125.

The costs of potential future awards for both the EDIP and LTPP are accrued over the three-year performance periods of each plan. The amount
charged in 2004 was $89 millien ($24 million). The value of awards under the 2001-2003 LTPP made in 2004 was $42 million {2000-2002 LTPP
$35 million}. Employees are able 1o defer the date of their potential award beyond the end of the performance period. The amount charged in
respect of the increase in deferred awards atter the expiry of the refevant performance periods was $23 million ($17 million}.

Employee Share Ownership Plans (ESOPs) have been established to acquire BP shares 1o satisfy any awards made to participants under the
EDIP and LTPP and then to hold them for the participants during the retention period of the plan. The company provides funding to the ESOPs.
Until such time as the company’s own shares held by the ESOP trusts vest unconditionally in employees, the amount paid for those shares is
deducted in arriving at shareholders’ interast (see Notes 34 and 35). Other assets and liabilities of the ESOPs are recognized as assets and
liabilities of the company. The ESOPs have waived their rights 1o dividends on shares held for future awards.

At 31 December 2004, the ESOPs held 5,938,359 shares (2,118,835 shares) for potential future awards, which had a market value of
$58 millicn {$33 million).
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39 Employee costs and numbers § millon
Employee costs T iawe 2008
Wages and salaries T TTmmmmmmmmmmmmmmmmmm—m—— 7.922 7.142
Social security costs 667 622
Pension and other post- reirremant benefi COBIS i 1057 ¢ 582
............................................................................................................................... S6a0 55
Number of emp!oveeag5:‘%_1__99_(:;&;{5;;'"m""""m""mm""mm”m T ... 003
Exploration and Production T 15,650 18,150
Refining and Marketing® 67,250 66,150
Petrochemicals 12,400 15,950
Gas, Power and Renewables 4,050 3,750

Other businesses and corporate oo eeee e eee o eees v enees e see s e e cernssenerere o000 2000

®lncludes 27,950 (26,950} service station stalf.

2004 2003
Average number Rest of Res1 of Aest of Rest of
of employees UK Fuops  USA  Word T UK Euope  USA  Word Tl
Exploratuon and Produciion 2,900 650 4,800 6,950 15 400 3,200 760 5,000 6 a00 15,860
Refining and Marketing 10,100 18,250 25,900 12,580 66,800 9.800 19,600 26,950 12,300 68,750
Petrachemicals 2,400 5,750 5,450 1,250 14,880 2,650 5,950 6.250 1,800 16,650
Gas, Power
and Renewables 200 800 1,400 1,580 3,950 250 850 1,450 1,659 4,200
Other businesses
.andcorporate 1550 - 080 00 3200 1280 L - 100 2700
1‘f, 1 50 ) 25,450 39,200 22,400 104,200 17,280 27,250 41,000 22,650 108,150
40 Directors’ remuneration $ millon

Total for all directors
Emoluments 19 1
Ex-gratia payments to executive directors retiring-in the year -
Gains made on the exercise of share options 3
Amounts awarded under incentive schemes 6

Emoluments
These amounts comprise fees paid to the non-executive chairman and the non-executive directors and, for executive directors, salary and benefits
earned during the relevani financial year, plus bonuses awarded for the year.

Pensien contributions
Six executive directors participated in a noncontributory pension scheme established for UK staff by a separate trust fund to which contributions
are made by BP based on actuarial advice. One US executive director participated in the US BP Retirement Accumutation Plan during 2004.

Office facilities for former chaitmen and deputy chairmen
It is custornary for the company to make available to former chairmen and.deputy chairmen, who were previously employed executives, the use
of office and basic secretarial faciiities following their retirement, The cost involved in doing so is not significant.

Further information
Full details of individual directors’ remuneration are given in the directors’ remuneration report on pages 116-125.
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41 Joint ventwres and associated undertakings
The significant joint ventures and associated undertakings of the BP group at 31 December 2004 are shown in Note 46. The principal joint venture
is the TNK-BP joint veniure. Summarized financial information for the group’s share of joint ventures is shown befow.

Profit {or the period before tax
Taxation

Fixed assets
O SRS e, 25881683733 1950 1388 3318

10,339
1576

.............................................................................................................................................................................................................

11,386 7,049 2,740

The joint venture TNK-BP was creaied on 29 August 2003. (See Note 16 for further information.) TNK-BP in which BP holds a 50% interest, is an
integrated oil company operating, inter alia, in Russia.

The preliminary fair values attributed 1o the assets and liabitittes of TNK-BP in 2003 have been revised in 2004 as permitted by Financial
Reporting Standard No. 7 *Fair Values in Acquisition Accounting’.

The results for TNK-BP for 2004 have been estimated. Any differance between the estimated and actual results for this period will be included
in the results for 2005. The adjustrment included in 2004 in respect of 2003 was a charge of $36 million.

BP Scivay Polyethylene Europe and BP Soivay Polyethylene Norih America became subsidiary undertakings with effect from 2 November 2004,
{See Note 16 for further information.)

Transactions between the significant joint ventures and associated undertakings and the group are summarized below.

Sales to joint ventures and assocmted undertakings § million
2004 . m
Amcunt Amount
receivable at receivable at
Joint ventures
BP Solvay Polyethylene Europe® Chemicals feedstocks 230 - 259 33
Pan American Energy Crude oil 18 4 17 5
Watson Cogeneration Natural gas 214 10 73 6
Associated undertakings
BP Salvay Pclyethylene North America® Chemicals feedstocks 217 - 241 37
China American Petrochemical Co. Chemicals feedstocks 385 B1 240 67
Samsung Petrochemical Co, . Chemicals feedstocks 62 8 55 10
Purchases from joint ventures aqﬁ_?‘s'igglz;tgd undertakings $ million
Amcunt Amouni
payable at payable at
OO OO OO UPERUOURUR. i SO Purchases 31 Decomber Purchases 31 Decomber
Joint ventures
BP Solvay Polyethylene Europe® Chemicals feedstocks - - 18 14
Pan American Energy Crude oil 481 43 381 48
TNK-BP® Crude oil and oil preducis 1,809 80 349 52
Watsen Cogeneration Electricity and steam 149 14 248 12
Associated undertakings
Abu Dhabi Marine Areas Crude oil 866 9 661 61
Abu Dhabi Petroleum Co. Crude oil 1,647 145 1,122 118
BP Salvay Polyethylene North America® Chemicals feedstocks 9 - " 1
China American Petrochemical Co. Petrochemicals 455 111 197 83
Samsung Petrochamical Co. Chemicals feedstocks 290 17 187 38

"Tha 2004 BP Sclvay Polyethylena Evrope and BP Solvay Polyethylene North America salas and purchases shown abova relate 1o the period to 2 Novambar 2004,
BThe 2003 TNK-BP purchases shown above relate 1o the period from 29 Awgust 10 31 December 2003.
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42 Contingent liabilities
There were contingent liabilities at 31 December 2004 in respect of guarantees and indemnities entered into as part of the ordinary course of the
group’s business. No material losses are likely 1o arise from such contingant liabilities.

Approximately 200 lawsuits were filed in State and Federal Counts in Alaska seeking compensatory and punitive damages arising out of the
Exxon Valdez oil spill in Prince William Sound in March 1989, Most of those suits named Exxon {now ExxonMobil), Alyeska Pipeline Service
Company (Alyeska), which operates the oil terminal at Valdez, and the other oil companies that own Alyeska. Alyeska initially responded to the spill
uniil the response was taken over by Exxon. BP owns a 47% interest {reduced during 2001 from 50% by a sale of 3% 10 Phillips) in Alyeska
through a subsidiary of BP America Inc. and briefly indirectly owned a further 20% interest in Alyeska following BP's combination with Atlantic
Richtield Company {Atlantic Richfield). Alyeska and its owners have seitled all the claims against them under these lawsuits. Exxon has indicated
that it may file a claim {or contribution against Alyeska for a portion of the costs and damages which it has incurred. ) any claims are asserted by
Exxon that affect Alveska and its owners, BP will defend the claims vigorously.

Since 1887, Atlantic Richfield, a current subsidiary of BR has been named as a co-defendant in numerous lawsuits brought in the US alleging
injury to persons and property caused by lead pigment in paint. The majority of the lawsuits have been abandoned or dismissed as against Atlantic
Richfield. Atlantic Richfield {and in one case two of its affilisies) is named in these lawsuits as alleged successor 1o International Smelting &
Refining which, along with a predecessor company, manuiactured lead pigment during the period 1920-1946. Plaintitfs include individuals and
governmental entities. Several of the lawsuits purport te be class actions. The lawsuits {depending on plaintiff} seek various remedies, including:
compensation 10 lead-poisoned children; cost te find and remove lead paint from buildings; medical monitoring and screening programmes;
public warning and education on lead hazards; reimbursement of government healthcare cosis and special education for lead-poisoned citizens:
and punitive damages. No lawsuil agains1 Atlantic Richfield has been settled or iried to conclusion. The amounts claimed and, if such suits were
successfut, the costs of implementing the remedies sought in the varicus cases could be subsiantial. Whilg it is not possible to predict the
outcome of these legal actions, Atlantic Richfield believes that it has valid defences and it intends to defend such actions vigorously and thus
the incurring of a liability by Atlantic Richiield is remote. Consequently, BP believes that the impact of these lawsuits on the group’s resulis of
operations, financial position or liguidity will not be material.

The group is subject to numerous nationat and local environmental laws and regulations concerning its products, operations and other activities.
These laws and regulations may require the group to take future action to remediate the effects on the environment of prior disposal or release
of chemicals or petroleum substances by the group or other pariies. Such contingencies may exist for various sites including refineries, chemical
ptants, oil fields, service stations, terminals and wasta disposal sites. In addition, the group may have obiigaticns relating to prior asset sales or
closed facilities. The ultimate requirermnent for remediation and its cost are inherently difficult 1o estimate. However, the estimated cost of known
environmental obligations has been provided in these accounts in accordance with the group’s accounting policies. While the amounts of future
costs could be significant and could be material to the group’s results of operations in the period in which they are recognized, BP goes not expect
these costs to have a maierial effect on the group’s financial position or liquidity.

The group generally restricts its purchase of insurance 1o situations where this is required for legal or contractua! reasons, This is because
external insurance is not considered an economic means of financing losses for the group. Losses will therefore be borne as they arise rather
than being spread over time through insurance premia with attendant transaction costs. The position is reviewed periodically.

The parent company has issued guarantees under which amounts ocutstanding at 31 December 2004 were $21,106 million (20,903 million),
inciuding $21,050 million {$20,847 million) in respect of borrowings by its subsidiary undertakings and $56 million ($56 million) in respect of
liabilities of other third parties. In addition, other group companies have issued guarantees under which amounts outstanding at 31 December 2004
were §1,281 million ($635 million} in respect of borrowings of joint ventures and associated undertakings and $650 million ($304 million) in respect
of liabilities of other third parties.

43 Capital commitments

Authorized future capital expenditure by group companies for which contracts had been placed at 31 December 2004 amounted te $6,765 million
{$6,420 million),
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44 New accounting siandards
Comparative information for 2003 has been restated o reflect the changes described below:

{a) New accounting standard Yor pensions and other post-retirement benefits
With effect from 1 January 2004, BP has adopted Financial Reporting Standard No. 17 ‘Retirement Benefits” {(FRS 17). FRS 17 requires that
financial statements reflact at fair value the assets and liabilities arising from an employer’s retirement benefit obligations and any related funding.
The operating cos1s of providing retirement benefits are recognized in the period in which they are earned, together with any related finance costs
and changes in the value of related assets and liabilities. This conirasts with Staiement of Standard Accounting Practice No. 24 Accounting for
Pension Costs’, which required the cost of providing pensions to be recognized an & systematic and ratianal basis over the period during which the
employer benefited from the employvee’s services. The difference between the amount charged in the income statement and the amount paid
as contributions into the pension fund was shown as a prepayment or provision on the balance sheet.

This change in accounting policy has resulted in a prior year adjustiment. Sharehalders’ inierest at 1 January 2003 has been reduced by
$5,601 milion and the prafit for the vear ended 31 December 2003 increased by $215 million, Profit for the current year has been increased
by approximately $307 million as a resuit of the change in accounting policy.

{b] Accounting for Employee Share Ownership Plans
With effect from 1 January 2004, BP has adopied Urgent Issues Task Farce Abstract No. 38 ‘Accounting for Employee Share Ownership Plan
{ESOP} Trusts". This abstract requires that BP shares held by the group for the purposes of Employee Share Ownership Plans (ESOPs) are deducted
from equity on the balance sheet. Such shares were previously classified as fixed asset invesiments. In addition, accruals for awards under the
Leng Term Performance Plan have also been included in reserves.
This change in.accounting policy has resuited in a prior year adjustment. Sharehotders interest at 1 January 2003 has been increased by

$26 million. The impact of the change in accounting policy on profit for the years ended 31 December 2003 and 2034 is not significant.

& millian

Group income statement for the year ended 31 December2003 . [fesawd Reported
Trngar T T 236,085 236045
L VOO URURTNS ../ SOOI 3474
Group turngver T 232571 232571
Replacement cost of sales 201,347 202,041
PO O B e e 0728 1733
Gross profit T 29501 28807
Distribution and administration expenses 14,072 14,072
Exploration expense e . e, D42 BAZ
Otherincome .. . SR ... 786
Group replacement cost operatiﬁé";i'r'éfi'{""""'"""""""m""w""""" T 15673 14979
Share of profits of joint ventures 923 923
Share of profits of 88S0Ciated UndertaKingS et Bl ... 511
Total replacement cost operating profit T 17,107 16,413
Profit {loss) on sale of businesses or termination of operations (28) (28)
POt 0ss) 0N S8le Ot e B gt e e e e g9 ...B%9
Replacement cast profit before interest and wax T m—m—————wmnmw 17938 17,248
Stock holding gains (osses) 16 18
Historical cost profit before interest and tax Tmmmmmmmmmmmmmmm—m—————nwmmmmmmmmmmmm 17,984 17,260
Interest expense 644 851
T TG XD IS8 et ettt e et es s et et e a e erere s 547 -
Profit before taxation T 18763 16,408
TANBHOM | eeeeeee e mms o aee et soe oo ettt e eee £ ee e a st Ao e ot 438t s 5972
Profit after taxation 10,652 10,437
Mmontv shareholders mterest L 170
Distribution ta shareholders o B 5753_ 5,753
Retained profit for the year T e T aga
Earnings per ordinary share — cants

Basic 47,27 46.30

Diluted 46.83 45.87
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44 New accounting standards contiued $ milion

Fixed assets
Intangible assets
Tangible assets

Invesimenis

Curreni assets
Creditors —amounts faling due Within ONe YBar oo TS84 50,584

Net current liabiliies
Total assets less current fabilitias 120,078 126,988

Creditors - amounts falling due after mare than one year 18,699 18,958
Provisions for liabilities and charges

Ceferred taxation 14,371 15,273

Other provisions e ... 8BoY 15693
Net assets exciudlng pensxon ‘and other | posa-retlremem benefit balances 78,209 77,063
Defined benefit pension plan surplus 1,146 -
Defined benefit pension plan deficits {5.005) -
Other post-retirement benefit plan deficits OO Uo OO OO OO -..cs.. SOt
Net assets T 71 720 77,083
Mingrity shareholders’ i 1125 1125

BP shareholders’ interest "5 75938

$ millien

Staicment of total recogmzed gams and Iosses for thu vear ended 31 Decemher 2003 _______________"__._‘m._'m‘mhmmmmm“Hlealed_______F:\_e_Qt_){l_e_f:‘!____
Profit for the year 10,482 10,267
Currency translation differences (net of tax} 3,636 3,841
Actuarial gain [net of tax)

Total recognized gains and losses

Group cash ﬂow statement for the year ended 31 Dece v

Net cash inflow from operatlng activities Crmmmmmmmmmmmmm——m——— 21,698
Dividends from joint ventures 131
Dividends from associated undertakings 417

Net cash outflow from servicing of finance and returns on investments 711}

Tax paid 14.804)

Net cash outflow for capital expenditure and financial investment {6.124)

Net cash (outflow} inflow from acquisitions and disposals {3.548)

Equity dlwdends paid B {5.6854) ,
NB‘I Cash Inf[OW [OUIfl()Wl before flnancmg T 1 405 T Y
Financing 1,129
Management of liquid resources 41}

B (08O N GOSN oo eeeeeee oo eeree et e ene ST
1405
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44 New accounting standards contred - OO UUUO U L ool O
ﬁqqgn{:g!@_t_tgn of historical cast profit before interest and tax ta net cash inflow _f_r_og]_g_;_!_rg_rg!ji_‘l_g_gg{l}[{fgg{______Wd__________v___j?_s;_a_rgd_ ______ fepotiad
Historical cost profis before interest and tax T 17,954 17.260
Depreciation and amounts provided 10,940 10,940
Exploration expenditure written off 297 297
Net operating charge for pensions and other post-retirement benefits, less contributions {2,913} -
Share of protits of joint ventures and associated undertakings {1,438} (1,438}
Interest and other incorme (347} (341)
(Profit} loss on sale of fixed assets and businesses {831} {831)
Charge for provisions 782 1,734
Utilization of provisions [716) (1,204}
{increase} decrease in stocks 841} (841)
{Increase} decrease in debtors [3.042) {5.628)
ICOa e OB ) N CIOOOrS e e oo eeee e en et 1847 1790
Net cash inflow fram aperating activities 21,648 21,698

45 Transter of natural gas liguids activities

With effect fram 1 January 2004, natural gas liquids activities were transterred from Expleration and Production to Gas, Power and Renewables,
The adjustments between these two segments for 2003 are set out below.

Group replacement cost operating profit 106

Share of profits of joint ventures -
Share Of Profits Of 8550CIatEd UNGENaKINGS -
Total raplacement cost opiéfé't]ﬁg‘;‘ 5}551'5 ------------------------------------------ 108
B O OIS et e s
Replacement cost profit before interest and tax 108
Stock helding gains (losses) e et em et er e eeeetaeeeseemeeereseetissreseosoeeresaneaeintirenaas.
Historical cost profn ‘betore interest and tax ] 106
Capital expenditure and acquisitions 82
Operating capital employed 389
Tangible fixed assets 269

Numberofemp!oyees
Year end 200
Average 200
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46 Subsidiary and associated undertakings and joint veniures
The more important subsidiary and associated undertakings and joint ventures of the group at 31 December 2004 and the group percentage of
ordinary share capital or joint venture interest (to nearest whole number} are set out below, The principal country of operation is generally indicated
by the company’s country of incorporation or by its name. Those held directly by the parent company are marked with an asterisk {*}, the

parcentage owned baing that of the group unless otherwise indicated. A complete list of investmenis in subsidiary and associated undertakings
and joint ventures will be attached to the parent company’s annual return made 1o the Regisirar of Companies. Advantage has been iaken of the
exempiion conferred by regutation 7 of The Partnerships and Unlimited Cornpanies {Accounts) Regulations 1993 from the requirements to deliver
to the Registrar of Companies and publish the annual accounts of the CaTC Finance V Limited Partnership.

Subsigsary Couniry of
undenekings ......E
International
BP Chemicals
Investments 100 England
BP Exploration Op. Co. 100  England
_BP Global Investments 100 England
BP Internaticnal 100 England
BP Qil international 100  England
. BP Shipping 100 England
Burmah Casurol 100 Scotland
Algeria
BP Amaco Exploration
(In Amenas) 100 Scotland
BP Exploration (€]
Djazairl 100 Bahamas
Angola
BP Exploration [Angcla) 100 England
Australia
BP Australis 100  Australia
BP Australia Capital
Markets 100 Australia
BP Developments
Austratia 100 Australia
BP Finance Australia 100 Australia
Azerbaijan
Amoce Caspian Sea British Viegin
Petroleumn 100 Islands
BP Explorasion
[Caspian Seal 100 England
Canada
BF Canada Energy 100 Canada
BP Canada Finance 100 Canada
Egypt
BP Egyp: Co. 100 US
BP Egypt Gas Co. 100 US
France
BP France 100 Franca
Germany
Deutsche BP 100 Germany
Veba Qil 100 Germany
Associaned undariakings *
Abu Dhabi
Abu Dhabi Marine Areas 37
Abu Dhabi Petroleum Co. 24
Azerbaijan
The Baku-Thilisi-Ceyhan Pipsling Co. 30
Korea
Samsung Petrochemical Co. 47
Taiwan
Lhina American Petrochemical Co. 61
Joint ventures *
CaTO Finarce V Limited Partnership 50
Lukarca ' 46
Pen American Energy 60
Shanghai Secce Petrochemical Co. 50
TNK-BP 50
Unimar LLC 50
Watson Cogeneration 51

incorporation  Principal actrvities

Petrochamicals
Exploration and production
Investment holding
Integrated oil operations
Integrated oil operations
Shipping

Lubricants

Exploration and production

Exploration and production

Exploration and production

Integrated oil operations
Finance

Exploration and production
Finance

Exploration and preduction

Exploration and production

Exploration and preduction
Finance

Exploration and production
Exploration and production

Refining and marketing
and petrochernicals

Rafining and marketing
and petrochemicals

Refining and marketing
and petrocherricals

Country of

incorparation

England
England

Cayman Islands
England
Taiwan

Country of incorparation

of regisiration

England
Netherlands

us

China

British Virgin Islands
us

Us

Subsidiary Country of
undeetakings vrrrerenn ® fcorporzsion i
Netharlands
BP Capital 100 Netharlands
BP Nedertand 100 Netherlands
New Zealand
BP Qil New Zealand 100 New Zealand
Norway
BP Norga 100 Norway
Spain
BP Espafa 100 Spain
South Africa
*BP Southern Africa 75  South Africa
Trinidad
BP Trinidad (LNG} 100 Netherlands
BP Trinidad and Tobago 70 US
UK
BP Capital Markets 10¢  England
BP Chemicals 100 England
BP Qil UX 100 England
Britoil 100  Scotland
Jupiter Insurance 100 Guernsey
us J— [
Atlantic Richfield Co.
*BP America
BP America
Production Company
BP Amaco Chemical
Company
BP Company
North America — 100 US —

BP Corpaoration
Naorth America
BP Preducts
Morth America
BP West Coast
Preducts
Standard Qil Co.
BP Capital Markets
Arnerica

Crude oil production
Crude cil production

Pipalines
Petrochemicals

Petrochemicals

Finance

Principal actrvitigs

Principal activitias

Exploration and production, pipelines
Exploration and production
Patrachemicals

Integiated oil operations

Exploration and production

Power generation

Finance
Refining and marketing

Marketing

Exploration and production
Refiming and maiketing
Refining and marketing

Exptoration and production
Exploration and production

Finance

Petrochernicals

Refining and marketing
Exploratipn and production
Insurance

Exploration and production,
gas, power and renewables,
refining and marketing,
pipelines and petrochamicals

Finence

ipal agtivines
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47 Oil and natural gas exploration and production activities” S
2004
Rest of Rest of Asia
UK Europa USA Amaricas Pacitic Alrica Russia her Total

Capitalized costs at 31 December
Gross capnialized costs

Proved properties 27,540 4,691 43,518 10,450 2,892 10,401 - 3,834 103,326

Unproved properties 271 154 1,265 411 1121 47610‘:‘96 _________ 3901
"""""""""""""""""""""""""""""""" 7811 asas T ad 783 ome1 4013 10,877 107 3.930  107.227
Accumulated depreciation 17837 2787 19783 5532 . 1347 . 5559 T 1011 53856
Net capitalized costs 10,174 2,058 25000 5,329 2.666 5318 107 2.919 53,571

The group’s share of joint ventures’ and associated undertakings’ net capitalized costs at 31 December 2004 was $12.077 million.

Costs incurred for the
year ended 31 Decernber
Acquisition of properties

Proved - - - - - - - - -
3 - O

e o

Exploration and appraisal costs® 51 17 422 199 85 142 113 9 1,038
Development costs 679 .22 3248 B2 .88 1460 oo Meor LA

Total cosis T gt g 3,728 731 173 1,615 113 1,016 8.387

The group's share of joint ventures’ and associated undertakings’ costs incurred in 2004 was $1,435 million.

Resuits of operations for the T
yoar ended 31 December
Turnovers

Third parties 626 1,735 1,785 889 524 5 467 9,589

Sales between businesses . Bo9  ie03 2847 B18 1407 Dl.BBA7 21956
LREER RRIEY TRETTARE AR T o8 T LT
Exploration expenditure 26 25 361 141 4 45 17 8 637
Production costs 873 17 1.428 535 142 323 - 131 3,549
Production taxes 273 30 477 239 a5 - - 1,023 2,087
Other costs lincome)¥ 217) 38 1,884 458 96 122 13 1,380 3,764
Depreciation o 824 V722818 &7 A LSM T Beos
e 2485 382 6,823 2,170 471 837 14 2,663 15845 )
Profit bofore taxation® 3,396 853 8,515 2,162 1,037 1,094 ) 651 15,699
Allocable taxes o .28 534 .. 220 B0 . o4 L 5.680
Results of ocperations 2,108 319 4,225 1,292 933 653 (tn 500 10,019

The group’s share of jgint ventures’ and associated undertakings' results of operations in 2004 was a profit of $1,908 million after deducting a tax
charge of $1,078 million.

4This note relates 1o the requirements comtgined within the UK Statement of Recommended Practice Accounting for Oil and Gas Exploration, Development, Production
and Decommissioning Activities'. Mid-stream activities of natural gas gathering-and distribution and the oparation of the'main pipelines and tankers are excluded. The
main.mid-stream activities are the Alaskan transportation facilities, 1he Forties Pipeline system and the Central Area Transmission Systern, The group's share of joint
vantures” and associated undertakings’ activities is excluded from the tables and included in the footnotes, with tha exception of the Abu Dhabi operations, which are
included in the income and expenditure items above. Profits |lossas) on sale of fixed assets and businesses or termination of operations relating to the il and naturel
gas exploration and produstion activities, which have been accounted as exceptional items, are also excluded.

bincludes exploration and appraisal drilling expenditures, which are capitalized within intangible fixed assets, and geological and geophysical exploration costs which are
charged to income as ingurred.

“Turnover represents proceeds from the sale of production and other crude oil and gas, inciuding royalty cil sold on behalf of cthers whare royelty is payable in cash.

Yncludes the value of royalty ail sold on behalf of others where royalty is pavable in cash, property taxas and other govarnment take.

®The exploration and production tota! replacement cost operating profit comprises;

£ million

.......................................... o R R PR R 2004
Exploration and producticn activitie

Group las above) 15,699

Joint ventures and associated undertakings 2,986
IMIB-SUERM BCIVITIES | oot eee e s ee e eeee e eesee oo se et s e e ereeeeese s eeeeee e eemee s emsee e erosseseeneremsemsnese s 30T

Total replacameant cost operating profit ’ T | 18,368
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47 Oif and naiural gas exploration and production activities” ecotirved $ mion
2003
Aest of Rast of Asia
UK Europa LSa Amaricas Pacilic Africa Russia Other Tozal

Capitalized costs at 31 December
Gross capitafized costs
Proved properties 25,212 4,506 43,480 10,404 3.905 9,751 1 3.260 100,519

5,547
1,890
3,657

19,807
24,800

Met capitalized costs

The group’s share of joint ventures’ and associated undertakings’ net capitalized costs at 31 December 2003 was $10,232 million.

Costs incurred far the 7
yvear ended 31 December
Acquisition of properties

Proved - - - - - - - - -
RO R e R T, Moo T o] e e T .
Exploration and appraisal costs® 20 89 290 119 57 205 26 49 826
Development costs e 13028834 Bl2 A2 es BT eS|
Total costs 760 305 3 764 631 99 1,819 26 957 8 361

The group’s share of joint ventures” and associated undertakings’ costs incurred in 2003 was $6,282 million,

Rasults of operations for the ST
year ended 31 December

Turnover®
Third'parties 2,257 441 1,491 1,222 421 444 - 777 7.053
Sales between businesses 2,901 568 10830 2684 926 974 - 1,707 20689
e 51881008 12421 3,908 1346 TATe TS TR 20042
Exploration expenditure 164 15 32 21 52 542
Preductien costs 800 113 463 166 241 - 135 3,180
Production taxes 233 14 189 40 - - 742 1,657
Other costs {income)? (151} 57 447 160 38 30 946 3,548

Depreciation .

Profit before taxation®
Allocable taxes 1,060 360

Results of operations 1.369 259

The group’s share of joint veniures' and associated undertakings’ results of operations in 2003 was a-profit of $851 million after deducting a tax
charge of $171 million,

2This note ralates to the requirements contained within the UK Statemem of Recommended Practice ‘Accounting for Qil and Gas Explaration, Develepment, Protduction
and Dacommissioning Activities'. Mid-stream activities of naturel gas gathering and distribution and the operaticn of the main pipelines and tankers are excluded. The
main mid-stream activities are the Alaskan transportauon facilities, the Forties Pipeline system and the Central Area Transmission System. The group’s share of joint
ventures’ and associated undertakings activities is excluded from the tables and included in the footnotes, with the exception of the Abu Dhabi cperations, which ara
included in the income and expenditure items above. Profits (losses} on sale of fixed assets and businesses or termination of operations relating to the oil and natural
gas exploration and production activities. which have been accounted as exceptional items, are alse excluded,
Includes exploration and appraisal drilling expenditures, which are capitalized within intangitle fixed assets, and geological and geophysical exploration costs which are
charged to income as incurred.

STurnover represents proceeds from the sale of production and other crude cil and gas, including royalty oil sold on behalf of.others where royalty is payable in cash.
Includes the value of royally oil sold on behalf of others where royalty is payable in cash, property taxes and other government take.

"The exploration and production total replacement cost operating profit comprisas:

% milion

M mmmessmmemssmgenrea - “""'2‘0'&5""

Exploratian and production activities. ST
Group (as above) 12,071
Joint ventures and associated undertakings 1,022

i e e e e AR et ee e e eee e e ee e e et ee e e eee e ..
"""""""" 13,753




Supplementary information on oil and natural gas guantities

BF reserves governance

BP manages its hydrocarbon resources in three major categories:
prospect invaniory, non-proved reserves and proved reserves.
When a discovery is made, volumes transfer from the prospect
inventory to the non-proved reserve category. The reserves move
through varigus non-proved reserves sub-categories as their 1echnical
and commercial maturity increases through appraisal activity.
Reserves in a field will only be categorized as proved when all the
criterta for attribution of proved status have been met, including

an internally imposed requirement for project sanction, or for
sanction expected within six months, or as pari of a rolling drilling
programme included within our business planning process. Internal
approval and final investment decision are what we refer o as
project sanction.

At the point of sanction, all booked reserves will be categorized
as proved undeveloped {PUD). Volumes will subsequently be
recategorized from PUD to proved developed (PD) as a consequence
of development activity. The first PD bookings will occur at the
point of first oil or gas production. Major development projects
typically take one to four years from the time of initial booking
to the start of production, Adjustments may be made to booked
reserves owing to production, reservoir performance, commercial
factors, acquisition and divestment activity and additional reservair
development activity.

BP has an internal process to control the quality of reserve bookings
that forms part of a holistic and integrated system of internal control.
BP's process 10 manage reserve bookings has been centrally controlled
for over 15 years and it currently has several key elements.

The first element is the accountabilities of centain officers of the
company, which ensure that there is clear responsibility for review and,
where appropriate, endorsement of changes to reserves bookings;
that the review is independent of the cperating business unit for the
integrity and accuracy of the reserve estimates; and that there are
effective controls in the reserve approval process and verification that
the group’s reserva estimates and the related financial impacts are
reported in a timely manner.

The second element is the capital allocation processes whereby
delegated authority is exercised 10 commit to capital projects that are
consistent with the delivery ot the group’s business plan. A formal
review process exists to review that both technical and commercial
criteria are met prior to the commitment of capital to projects.

The third element is internat audit, whose rofe includes
systematically examining the effectiveness of the group’s financial
controls designed to assure the reliability of reporting and safeguarding
of assets and examining the group’s compliance with laws, regulations
and internal standards.

The fourth element is a quarterly due diligence review, which is
separate and independent from the operating business units, of
reserves associated with properties where technical, operational
or commercial issues have arisen.

The fifth element is the established critaria whereby reserves
above certain thrasholds require central authorization. Furthermore,
the volumes booked under these authorization levels are reviewed
on a periodic basis. The frequency of review is determined according
to field size and ensures that maore than 70% of the BP reserves base
undergoes ceniral review every two years and more than 80% is
reviewad every four years.
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Reserves reporting

Qur proved reserves are associated with both concessions

{tax and rovalty arrangements) and production-sharing agreements
[PSAS). n a concession, the consortium of which we are a pari is
antitled to the reserves that can be produced over the licance period,
which may be the life of the field. In a PSA, we are entitled to recover
volumes that equate to costs incurred to develop and produce the
reserves and an agreed share of the remaining volumes or the
economic equivalent. As part of our emitlement is driven by the
monetary amount of costs to be recovered, price fluctuations will
have an impact on both production volumes and reserves. Twenty-one
per cent of our proved reserves are associated with PSAs, The main
countries in which we operate under PSA arrangements are Algeria,
Angola, Azerbaijan, Egypt, Indonesia and Vietnam.

As a UK-registered company reporting under UK GAAP, BP
estimates its proved reserves under UK accounting rules for oil and
gas companies contained in the Statement of Recommended Practice,
Accounting tor Oil and Gas Exploration, Development, Production and
Decommissioning Activities’ {UK SORP). In estimating its reserves
under UK SORP BP uses !ong-term planning prices; these are the long-
term price assumptions on which the group makes decisions to invest
in the development of a field. Using planning prices for estimating
proved reserves femoves the impact of the volatility inherent in
using yearend spet prices on our reéserve base and on cash flow
expectations over the long term. The group’s planning prices for
estimating reserves through the end of 2004 were $20 per barrel
for oil and $3.50 per mmBtu for natural gas.

In determining ‘reasonable certainty” for UX SORP purposes,

BP applies a numbar of additional internally imposed assessment
principles, such as the requirement for internal approval and finat
investment decision {which we refer 10 as project sanctign), or for
such project sanction within six months and, for additional reserves in
existing fields, the requirement that the reserves be included in the
busingss plan and schaduled for development within three years,

On the basis of UK SORP our 1otal proved reserves for subsidiaries
and equity-accounted entities at the end of 2004 increased to
18,583 mmboe, representing a proved reserve replacement ratio
{RRR} before acquisitions and divestments of 110%, versus 109% in
2003. Our principal equity-accounted entity is TNK-BF For subsidiaries
only, the RRR is 106% and, for equity-accounted entities only, the
RRR is 118%. The proved reserve replacerment ratio {alsc known as
the production replacement ratio) is the extent to which production
is replaced by proved reserve additions. This ratio is expressed in oil
equivalent terms and includes changes resulting from revisions to
previous estimates, improved recovery, extensions, discoveries and
other additions, excluding the impact of acquisitions and divestments.
Natural gas is converted to oil equivalent at 5.8 hillion cubic feet equals
1 million barrels. By their nature, there is always some risk involved in
the ultimate development and production of reserves, including but
not limited to final regulatory approval, the installation of new or
additional infrastructure as well as changes in oil and gas prices
and the continued availabitity of additional development capital.

The estimated proved oil and natural gas reserves on this basis
are shown on pages 89-90.

The US Securities and Exchange Commission {SEC) rules for
estimating reserves are different in certain respects from SORP;
in particular, the SEC requires the use of yearend prices.



Supptementary information on ail and natural gas quantiues

At 31 December 2004, the marker price for Brent crude was $40.24
per barrel and for Henry Hub gas it was $6.01 per thousand cubic
feet.

Applying higher yearend prices to reserve estimaies and assuming
they apply to the end-of-lield life has the effect of increasing proved
reserves assaciated with concessions (1ax and royalty arrangemends)
for which additional development opportuniiies become economic at
higher prices or where higher prices make it more economic to extend

"the life of a tield. On the other hand, applying higher yearend prices to
reserves in fialds subjact to PSAs has the effect of decreasing proved
reserves from those fields because higher prices result in lower
volume entitiements.

The company's proved reserves estimates on an SEC basis for the
year ended 31 December 2004 reflect yearend prices and some
adjustmentis that have been made vis-&-vis individua)l asset reserve
estimates hased on different applications of certain SEC interpretations
of SEC requlations relaiing 1o the use of technology (mainly seismic)
to estimate reserves in the reservoir away from wellbores and the
reporting of fuel gas (i.e. gas used for fusl in operaticns on the lease)
within proved reserves. On a2n aggregate basis, the net impact of
these changes, comprising some reductions and some additions,
is a decrease of 286 mmboe, resulting in total proved reserves of
18,297 mmboe (including equity-accounted entities) compared with

88

our reserves under UK SORP Excluding equity-accounted entities,
our proved reserves on an SEC basis were 14,625 mmboe,

The total net movemnent in subsidiaries and equity-accounted entitiss
comprisas a decrease of 452 mmboe as a result of using the yearend
price, ofiset by a net increase of 166 mmboe in respect of fusl gas and
technology interpretations.

On an SEC basis, our total proved reserves for subsidiaries and
equity-accounted entities at the end of 2004 decreased by 64 mmboe
from 18,361 to 18,297 mmboe, representing a proved reserve
replacernent ratio IRRR) before acquisitions and divestments of 89%
versus 111% in 2003. For subsidiaries only, the RRR is 78% and, far
equity-accounted entities only, the RRR is 114%.

We have included certain reserve replacement ratios that are
calculated using proved reserves attributed 10 equity-accounted entities
as well as consolidated entities and which exclude acquisitions and
divestmems. SEC staff guidance states thatl such measures should
not in¢lude both proved reserve additions attributable to consolidated
enlities and equity-accounted entities and should be based on
beginning and ending proved reserve quantities as disclosed in the
Annual Report on Form 20-F On this basis our RRR would be 64%
{39% for 20031

The estimated proved il and naturaf gas reserves prepared on an
SEC basis are shown on pages 91-92.
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million bacrels

Subsidiary
At 1 January 2004
Daveloped 678 23
Undeveloped

Changes attributable 1o

Revisions of previous estimates 197 32 63 mn 5 38 - 194 124
Purchases of reserves-in-place - - - - - - - - -
Exiensions, discoverias
and other additions 22 - 74 5 ] 48 - 212 369
Improved recovery 57 4 55 31 - 6 - 3 156
Production® (21 (28} [217) 83} (17 {48} - 21) (515}
Sates of reservesdnglace - e VI 00 8 e ess oo e 133)
"""""""""""""""""""" a3e TR T 1ag) {10) as - 388 101
At 31 December 2004°
Developed 548 217 1,938 296 70 275 - 79 3,423
Undeveloped . e 297 1081288 300 0BG L84 m.lEEs | Aadm
7553z 3196 596 156 1217 - 1,304 7,550

Equity-accounted entities (BP share)
At 1 January 2004

Developed - - - 206 1 - 1,384 705 2,296
_Undeveloped e TR T L T T aio 2L CTAN
"""""""""""" el - 340 - 1,794 732 2,867

Changas attributable to
Revisions of previous estimates - - - (4) - - 382 15 383
Purchases of reserves-inplace - - - - - - 252 - 252
Extensions, discoveries
and other additions - - - 2 - - - - 2
Improved recovery R - - - 17 - - 37 - 54
Froduction - - - 25) - - {304} (5% (384)
Seles of reservesineplace T T T oo T ser oo L e T AL
- - - {10) - - 363 [4ac 313
At 31 December 20049
Developed - - - 204 1 - 1.863 593 2,661
- - - 330 1 - 2.157 692 3,180

Total group and BP share of
edquity-accounted entities 755 326 3,196 926 157 1.217 2,187 1,996 10,730

#Crude oil includes natural gas liquids INGLs) and condensate. Net proved reserves of crude oil exclude production royalties due to others, whether rovalty is payable in
cash or in kind.

PExciudes NGLs from processing plants in which an intetest is held of 87 thousand barrels a day.

“Includes 39 million barreds of crude ail in respect of the 30% minerity interest in BP Trinidad and Tobaga LLC.

“Includes 127 million barrels of crude oil in respect of the 5.9% minarity interest in TNK-BR



Supplementary information on o and natural gas quantives

Movements in estumatad net proved reserves on a UK GAAP/SORP basis contuued 2004

Subsidiary
At 1 January 2004
Developed 2,673 214 11,280 4,087 1,923 G651 - 235 21,073
Undeveloped . 817 ... WA 2547 12484 2888 2028 T 828 22,903
-------------------- 3,490 1425 13837 16571 4911 2878 - 1063 43976
Changes attributable to
Revisions of previous estimates (226) 16 {791) (1,889) 2} 9 - 338 {2.563)
Purchases of reserves-in-place - - 3 2 - - - - 5
Extensions, discaveries
and other additions 31 - 140 991 2478 233 - 3 3,876
Improved recovery 134 4 870 75 - 29 - 38 1,150
Production {427) (486) (1,097} (854} 1284) {98} - (73) (2,879
.Sales of reservesinplace -~ .. T L AL a7 . 003 T P 643)
’ (488) 126) 1.677) (1,768) vea5 52 - 306 {1,054)
At 31 December 2004°
Developsd 2,079 216 10,207 3.981 1,578 1,054 - 257 19,372
Undeveloped .. 23 . 118 2553 10824 5278 16877 T 1112 23550
3,002 1,399 12,760 14,805 6,856 2,73 - 1,369 42,922
Equity-accounted entities {BP share)
At 1 January 2004
Developed - - - 1,437 130 - - 58 1.625
JMUndeveloped T T T 828 T oo T 28528
- - - 2,260 207 - - 86 2,553
Changes attributable to
Revisions of previous estimates - - - 68 (13) - 319 - 374
Purchases of regserves-in-place - - - - - - - - -
Extensions, discoveries
and other additions - - - - - - - - -
Improved recoverly - - - 23 - - - - 23
Production - - - (129} 122 - 1168} 13 (322}
. Sales of reservosinplace T e T e - o - -
= - - 138) [35) - 151 3} 75
At 31 Docember 2004°
Developed - - - 1.318 103 - 151 60 1,632
Undeveloped - - - 904 69 - - 23 996
- - - 2,222 172 - 151 83 2,628
Total group and BP share of
aquity-accounted entities 3,002 1,39¢ 12,760 17,027 7.028 2,731 151 1,452 45,550

®Net proved reserves of natural gas exclude production royalties due to others, whether rovalty is payable in cash or in kind.
®includes 76 billion cubic feat of natural gas consumed in operations,

EIncludes 4,117 billion cubic fest of natural gas in respect of the 30% minority interest in BP Trinidad and Tebago LLC.
9Includes 9 billion cubic feet of natural gas in respect of the 5.9% minority interest in TNK-BP
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Movements in estimated net proved reserves on an SEC basis L
rmudbon basls

Aest of Resiot Asi
et entm e eaaaeanennean Uk L Eaeee usA ... Americas Pacic Atiea . Aussp . Otmer . Tl
Sabsdae
At 1 January 2004
Developed 697 236 1,902 385 82 190 - 73 3,565
Undeveloped 25 ... 127 1A% 34 81 L T 388
""""""" 942 363 3,401 739 163 822 - 784 7.214
Changes attribuiable to
Revisions of previous estimates (333) i [44) {92} 2 19 - (192 (439)
Purchases of reserves-n-place - - - - _ _ - _ _
Extansions, discoveries
and other additions 24 - 74 5 8 48 - 213 372
Improved recovery 57 4 55 3 - 6 - 3 156
Production® (121 {28) 217} {63 {17} (48 - (21} 1815)
Selesofreservesdnplace o= e O 008 e Een B
"""" 173 {23) {149) (129) (13) 25 - 3 {459)
At 31 December 2004°
Developed 559 231 2,041 3n 65 204 - 62 3,473
Undeveloped | ...200 109 . 12n 299 85 843 - 735 328
769 340 3,262 610 150 847 - 787 6,755
Equity-accounted entities {BP share)
At 1 January 2004
Daveloped - - - 206 i - 1,384 705 2,296
_Undeveloped OSSO OO UOO ool OO . SO OO OO oe OO, 4 .S -Z AU AL
- - - 340 1 - 1,784 732 2,867
Changes attributable to
Revisicns of previous estimates - - - (5) - - 382 15 392
Purchases of reserves-in-place - - - - - - 252 - 252
Extensions, discoveries
ang other additions - - - 2 - - - - 2
Improved recovery - - - 17 - - 37 - 84
Production - - - {25) - - (304) (58] 1384)
Sales of reserves-inDIace T T T e e T AL
- - - 1 - - 363 {40) 312
At 31 December 2004¢
Developed - - - 204 ] - 1,863 592 2,660
Undeveloped e e 125 - ot 294 100 519
- - z 329 i Tz 2,757 goz 3179

2Crude oil includes natural gas liquids (NGLs) and condensate. Net proved reserves of crude oil exclude production royalties due to others, whether royalty is payable in
cash or in kind.

bExeludes NGLs from processing plants in which an interest is held of 67 thousand barrels a day.

includes 40 million barrels of crude oil in respect of tha 30% minority interest in BP Trinidad and Tobago LLC.

9\nchdes 127 million barrels of crude oil in respect of the 5.9% minerity interest in TNK-BP



Supplemantary informatian on oil and natural gas quantines

Movemenis in estimated nel proved reserves on an SEC basis ceninued 2004

Subsidiary
A1 1 January 2004
Developed 2,996 262 11,482 4,212 1,976 640 - 255 21,823
_Undeveloped 1095 1255 .. 333 s 308 2188 T 900 23332
.......... 4,091 1,517 14,819 15,743 5,002 2,828 - 1.155 45,155
Changes attributable to
Revisions of previous estimates 210 28 {438} {1,081} 106 i6 ~ 558 (1,021}
Purchases of reserves-in-place - - 3 2 - - - - 5
Extensions, discovaries
and other additions 127 - 140 991 2,478 233 - 3 3,972
Improved recovery 134 4 870 76 - 29 - 38 1,151
Production® [461) 47} {1,111} 875) 296} (102) - (76} 2,968)
.Sales of reserves-ineplace T T 202) e, e .. an . 003 e T T ®a)
o (410} 115 {738) (979) 2,041 73 - 523 495
At 31 December 2004°
Developed 2,498 248 10,811 4,101 1,524 1.015 - 282 20,579
Undeveloped .. 1083 3254 3270 10663 5419 1886 - 13% 25071
3,681 1,502 14,081 14,764 7,043 2501 - 1678 45,650
Equity-accounted entities (BP share}
At 1 January 2004
Ceveloped - - - 1,591 136 - 46 58 1,831
CMndeveloped | T T T, 918 ] BO ] e o8B 1038
- - - 2,507 218 - 80 86 2,869

Changes attributable 1o
Revisions of previous estimates - - - 12 (a7 - 341 _ 312
Purchases of reserves-in-place - - - - _ _ _ _ _
Extensions, discoveries

and other additions - - - - - - - - -

Impraoved recovery - - - 23 - - - - 23

Production® - - - {144) (23) - (a7 3 (347

- - -~ {133 140) - 164 {3) (12}

At 31 December 20049

Caveloped - - - 1,397 107 - 214 60 1.778

Undevetoped e T 37T B8 - L 1.079
- - - 2,374 176 - as T TRa T T2y

?Net proved reserves of natural gas exclude production royalties due 10 others, whether royalty is payable in cash of in kind.
YIn¢ludes 190 billion cubic feet of natural gas consumed in operations {165 bel in subsidiaries, 25 bef in equity-accounted entities).
CIncludes 4,084 billion cubic fest of natural gas in respect of the 30% mincrity interest in BP Trinidad and Tobago LLC.

9Includes 13 billion cubic feet of natura! gas in respect of the 5.9% minority intarest in TNK-BR
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B8P net share o! production
thousand barrets a day?

N (e | Mnterest N 2008 . 2008 ..
ok T Otfshore ETAP®  Various 55 58
Foinaven®  Various 48 55
Schiehallion/Loyal®  Various 39 a2
Magnus® B5.0 34 39
Harding® 70.0 27 4
Andrews 62.8 12 17
COther Various B9 105
e emrn e orataisat s tea et et et et em s s e aaes Onshorte e Wytch Farm® 678 .. LA
et ee e eee e oo oo ettt me oo oot s S LL
Rest of Europe Netharlands Various Various i 22
Norway Draugen 184 27 25
Vathall® 231 25 21
Ula® 80.0 16 16
OO OSSOSO OT SOOI ... SN L= O 8. T
e OO L S -
Ush Aiaska Brldhos Baye TERATTTE TGS
Kuparuk 392 B8 73
Northstar® 98.6 49 46
Milne Point® 100.0 44 44
Qther Various 37 43
Lower 48 onshore Various Various 142 160
Gulf of Mexico Horn Mountain® 66.6 41 42
Mars 28.5 35 43
Ursa 227 29 i7
Na Kika® 50.0 27 -
King® 100.0 26 3i

RestofWorId

Australia
Azerbaijan
Canada
Colormnbia
Egypt
Trinidad
Venezuela

Equity-accounted entities (BP share) Abu Dhabi
Argentina — Pan American Energy

Russia — TNX-BP

Total equity-accounted en

Total group and BP share of equity-accounted entitiesd 7Tty

other

...Other

Kikomba
Kizomba A
Other
Various
ACG {Chirag)®
Varicus
Various
Varigus
Various
Various

Various

Various
Various
Various

" Girassol

Various

Various

26.7
26,7
Various
15.8
34.1
Various
Various
Various
100.0
Waripus

Various
Various
Various

LA BROL (S

s OO 728
16.7

3 33
18 2
16 -

B -
36 40
39 38
1 13
48 53
57 73
59 74
55 53

Various

Various

A8

1,815

142 Ty3g
64 60
831 208
14 12
1,051 506
2,53 2121

Nat of royally, whether payable in cash or in kind.
Cut of nine fields, BP operates six and Shell three,
SBP operalar.

Yneludes ratural gas liquids INGLs) from processing plants in which an interest is held of 67 thousand barrels a day (70 thousend barrels a day in 2003).
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Group production interests — natural ga

" Ofishore

Shearwater
Marnock®
West Sole®

Britannia

Armada
Qther

18.2
Various

BP net shate ot production
millian cubic teet a day®

MNetherlands

Rest of Europe

Norway

USAT T ower a8 onshore

Gulf of Mexico

Restof Worlg T
Canada
China
Egypt

Indanesia

Sharjah

Trinidad

Arkoma
Hugoton®
Jonaht
Wamsutter®
Tuscaloosa
Qther
Na Kika®
Marlin®
King's Peak®
Other

Various
Yacheng®
Ha'py®

Other
Sanga-Sanga {direct)®
Pagerungan®
QOther?
Sajaa®

Qther
Kapok®
Mahogany®
Amberstia®
Immortelig®
Parang®
Cassia®
Flamboyant®
Cther®

Various

Yerious

" San Juan®

Nerious

Various

Various

Various

Various

Varigus
Various
65.0
705
Various
Various
50.0
78.2
55.0
Varipus

Various

Various
34.3
50.0

Various
26.3

100.0
46.0
40.0
40.0

100.0

10C.0

100.0

10C.0

100.0

100.0

10C.C
10C.0

Various

762
83

AL

285
422

Totai groyp Ty
Argentira — Pan American Energy

Equity-ateounted entities (BP share)
Russia -TNK-BP

Various
Various

Various

Various

Various
Various

Total grolip and BP share of equity-accounted entities T

®Net of royalty, whether payable in cash or in kind.

PBP operator.

©Includes ? million.cubic feet a day of natural gas received as in-kind tariff payments.
YImerast divested during 2004,



Five-year summaries’

Summanzed group Income statement

Group turnover 148,062 1 ?d P2t 178,721 232,571 285,069
Replacement cost of sales 120,797 147,001 155,742 201,347 248,714
Production taxes e 2OBY 1889 L L L - 2149
Gross profiy T 25,204 25578 21,705 29,501 34,196
Dnsmbutlon and administration expenses® 9,331 10.918 12,632 14,072 14,988

Group replacerment cost operating profit 18,079 9,070 15,673 19,246
Share of profits of joint ventures 808 345 923 2,933
Share of profits of associated undertakings e, 792 e 616 .. s 805
Total replacement cost operating profit T 17.679 10,032 17,107 22784
Exceptional items 20 .53 e B LLBis
Replacemem cost prom before interest and tax 17.689 15.200 17,938 23,599
Historical cost profit before interest and tax 18,627 12,329 17,954 25,242
Interest expense 1,681 1,067 644 B42
Other finance exgense 189 LB <14 387
Profit before taxation T G887 12,892 11,188 16,763 24.243
Texation . 8088 B3SO 417 &N 8,282
Brofit after taxation T 0,208 a7 eg72 10,852 15,961
Minority sharehoiders’ interest ... .8 e L2330,
Profit for the year - 10120 6,556 "---'-6.795 10,482 15,733
Distribution o shareholders R . 48w 49835 5376  57B3 6371
Retained pr0f|t for the year T T 5 495 1 621 1,420 4,729 9,380
Earnings per ordinary share — cents

Basic 48,77 29.21 30.33 72.08

Dituted

Dividends per ordinary share - cents

Replacement cost results®

Historical cost profit for the year 10,120 6,556 6,795 10,482 15,731
Stock holding [9ains) I0SSES e ABL 19000406 11,843)
ReplaCEmem cost proht for the year 9,392 8,456 5,691 10,466 14,088
Earnings per ordinary shara — cents

. On replacement cost profit for the year e 0840 LR L. 540 .. 720 .. 64.55
Research and development expenditure amounted 10: 434 285 373 349 439

hRaplacem_tsml ¢ost profit excludes stock holding gains and losses. Tha effect of this is 1o set against income for the period the average cost of supplies incurted in the
same period rather than applying costs obitained by using the first-in first-cut mathod. Profit on the replacement cost basis thereiore reflects more immadiately changes
in purchase ¢osts and provides an indication of the underlying trend in trading performance in a continuing business. This basis is used 10 assist in the interpratation of

operating profis,

US dollar/sterling exchange rates

Average exchange rate for the year e O O S - Y R -
Yearend exchange rate 1.49 1.45 1.60 1.78 1.92
US dollar/feuro exchange rates

Average exchange rate for the year o mmmmmmmmm—m——m— 082 oBs oea Az 124
Yearend exchange rate 0.93 0.88 1.05 1.25 1.36

*The financial information for 2002 and 2003 has been restated to reflect the adoption by the group of Financial Reporting Standard No. 17

‘Retirement Benafits’ (FRS 17} with effect from 1 January 2004, The financial information for 2000 and 2001 has not been restated for FRS 17.
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Five-yaar sumnmasies

Summarized group income statement (by quarter)

Replacement cost results

Replacement cost profit before interest and tax
By business®

Exploration and Production 320 3.1 3517 4008 13973 4,584 3,729 2,613 1.546 12,472
Refining and Marketing B6O3 1177 1112 692 3,584 1.008 1,405 §,227 397 4,044
Petrochemicals 49 320 233 154) 548 7 70 24 1197} {169)
Gas. Power and Renewables 165 i34 154 199 652 139 178 142 113 5872
.. Other businesses and corporate® 122a1 @303 (210] 121 {8S8) I (113 (125)  (i02) fizy 1357
Replacement cost profit before interest and tax 3804 1175 T 4E06 4§12 17,899 : 5890 5116 3914 1842 16562
Intarest expense 260 358 412 BB 1581 {393 391 322 326 1,432
Other finance expense 3 LB 8 B0 88 i 83 S0 .47 88 ..238
Replacement cost profit betore taxation 3508 4072 4346 4203 18,129 | 52aa 4675 3545 1,428 14,892
Taxation 293 T2 LE73 1810 6648 : 2,088 1956 1530 71 6,375
Replagement cost profit after taxation 2255 2380 2473 2393 9481 : 3078 2719 2005 7178817
Minority shareholders” imerest 83 .18, 12 14 89 ! 8 18 12 23 .8
Rep!}acemem cost profit for the period 2,187 2,385 2461 2379 9,392 ‘3068 vvvvv a7oi 1883 694 BAS6
Earnings on replacement cost profit
per ordinary share — cents 11.26 10.70 10.88 155 4340 : 1368 12.03 889 301 37.68
per ADS - dellars .63 Qs Q.45 .63 2.60 082 072 053 Q.19 2.26

Historit;al cost results
Replacement cost profit for the period 2187 2,385
Stock holding gains (losses)
Historical cost profit {loss) for the period ) . : . 10,120
Earnings on historical cost profil

per ordinary share - cents

Basic 141.00 11.85 13.34 787 456.77 12.58 12.21 7.08 2.67) 29.21

Diluted 1380 1147 1326 7.83 4686 | 1251 12,14 703 (284 29.04
per ADS - dollars :

Basic 084 0.69 0.80 0.47 2.80 0.76 0.73 0.43 16) 1.76

Diluted 0.83 0.09 0.80 0.47 2719 1 075 073 0.42 {0.16] 1.74

°Hap|acemgm cost profit is after exceptional items and excluding stock holding gains and losses.
Other husmess_es and corporate ¢omprises Finance, the group’s coal asset Idivestad in Qglober 2003) and alurninium asset, its investments in PetroChine and Sinopec
{both divested in early 2004, interest income and ¢osis relating 10 corporate activities woridwide.
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1.887 2,839 1,490 2,061 8277 4,718 3434 3,666 2,848 14,666 4,242 4,302 4,883 5.093 18,520
35 647 51t 340 1533 | 628 888 482 320 2318 [ 720 1,344 1.081 1.577 4,722
L] 94 120 {41) %5 ; 137 306 84 41 568 |  (25) 208 188 (1.271) (900)

123 125 1,664 57 1968 |
LAan uen | esn | 08S)(744)
""" 1896 3574 3498 2232 11,200
290 272 267 248 1,067
........ B o B 503l Nes N 18 e B4 i 6 8L e 3T

1,598 3,295 3,233 1,934 10,060 4,340 373 3448 16,747 | 6,036 5.685 5,623 5256 22,600
747 1,748 707 137 4317 1,744 1,428 1,157 6111 | 1,822 2,199 2,109 2,152 8,282

216 41 127 86 570 198 216 130 399 943

TTes1 1549 ZE28 817 5,743 | 3446 2,596 2308 2281 10636 | 4214 3486 3514 3104 14318
............. SOOI AU SOOPR. 2 60 43 4 170 ;M 32 58 6 .70

842 1,515 2,523 811 5.691

3.76 6.7 11.26 363  25.40 16.32 11.45 10.25 10,18 47.20 18.88 15.68 15.96 1403 6455
0.23 0.41 0.68 0.22 152 | 092 0.69 0.62 0.61 283 ¢ 113 0.94 0.96 0.84 3.87

- 5 milbon
842 1815 2523 g1l 58a1 2536 2260 2,250 10466 | 4170 3434 3456 3028 14,088
Loz 5 305 074 1304 oSN B4 B4 18 [ 648 67 1027 W94) 1643
1,284 2,046 2,828 637 6,795 1,585 2,344 2334 10482 ! 4818 3,896 4,483 2,634 15,731

5.73 9.12 12.62 2.88 30.33 18.90 7.9 10.62 10.56  47.27 2181 17.80 20.87 11.80 72.08
5.70 9.07 12.56 2.86 3019 | 1884 7.16 10.5i 10.32 46.83 | 21.34 17.43 2041 11.81 70.79

034 055 076 017 182 ! 113 043 084 063 284 ; 131 107 124 070 432
C34 054 075 017 181 | 113 043 063 062 281 | 128 105 122 CJD 425
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Five-year summanes

Replacement cost profit before interest and tax
analysed by business and geographical area

Exploration and Production :
UK 1.098 B75 230 1.067 4,030 1,150 951 725 568 3,395
Rest of Europe 188 185 223 232 826 @ 234 191 188 143 756
USA 1206 1385 1,220 1570 5357 | 2047 1186 824 104 4461
Rest of World 719 .79 088 1273 3766 c 083 Mo 8 G a.eed
oo eoeese e 2V 3347 3817 4008 33973 T 4581 3779 2813 1546 12472
Refining and Marketing :
uk® 32 148 71 (76} 177 1ty 0i9) 62 10 (693)
Rest of Europe 55 135 233 313 i 175 220 269 793
usa 495 798 Fa0 334 1,241 943 (1681 2,854
Rest of World 1.0 e Loe
1,237 ! 4,044

Petrochemicals :
UK {29) lick)] {13 36 {69) | (g 133} (124) {99 {305)

Rest of Europe 76 18 76 14 284 | 79 19 81 (1 178

usa 158 177 145 a9 529 | ] (9} 42 28) {86)

LResiofWorld | 188 B8 B W53 198) SRS AT 1 OO .- S . S
Gas, Power and Renewables e ; -

UK - 7 18 4 20 0 14 41 30 (28 62

Rest of Europe 54 11 28 57 10 P 61 35 27 54 189

LUSA a4 64 32 45 175 ! GG 99 9 43 296

JRestotWorld e B2 7B 8288 2L Be a8

Other businesses and corporate
UK
Rast of Eurcpe
usa

RestofWorld e

{20} (63!
17 21

1297) {165)

{13

By geographical area

UKe
Rest of Europe 383 166 579 428 504 428 1,847
USA 1.674 2,007 1,972 1,854 7.627 2.1 2,338 1,502 132 7,183
RestofWord . 755 04 127 1571 4493 | 1355 1561 1120 198 5184
Total replacement cost profit before interest and tax ~ 3.804 4,478 4,806 4814 i?;é'sié"?"é‘ééﬁ""";s-,'{i'é-" 3014 1,842 16,562

2UK area includes the UK-based international activities of Refining and Marketing.

Exceptional items

Exploration and Production TR e e T T ee T e
Refining and Marketing 19 5 161 (a7
Petrochemicals 210 - (30} 28
Gas. Power and Renewables - - (1) 3
Other businesses and corporate (4l 12 i) 230
Profit (|OSS) on sale Of fixed assets and T -"-“"-"““““"-""“.““-"“.'““"”“.".“”“"T ----------------------------------------------------------------
businesses or termination of operations [18% 161 138 78 220 1 218 il 184 138 535
TBXBUOR e JOL (108 BO)  8O)  (142) D (81 (1181 (127) 26 (370)
Excepticna! items after taxation and o Tmmmmmmmmm——
minority shareholders’ interest (56) 57 49 28 78 67 53 57 {12 165
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e 8205
18,520

83 (98 1188  (224)  (690) | 43 (M7 (60}  {152) {472} | (189 (188) (152 101 (435)
193 3 374 95 5 499 355 158 : a2 533 593 1,859
{1080 204 227 354 337 82 74 872 536 661 2478
89195140 e8d 2 L SRR SO0

858 282 320

38 n32) 65  (325) | (156} B2) 0071 (716 [1,041]
232 93 34 476 154 183 130 (282} 185
82 63 6 205 { (109) 3 30 (2150 (291)
...3% .80 e 212 i 86 8 135 (58 247
36 g4 4B

L2308 e gy | sedl

133 97
() (27)
90
180

399

324 {26} | 1163 50)  (147) 282 {78}
142} {49} i 6) (m 21 1177) {163
(23t (384) § (300 (100} (268) {281) {658}
g8l W B0 18N 1213
1128 Nedh W 2n 31

{62 (80) {138} 29
1 5 7} 33
71 i22) {122) 1237
{9t (29 (20) o

e 24N 13287 es) | (744)

801 2650 | 327 526 283 781 1821
293 2350 | 589 829 921 352 2,691
878 593 | 1,843 2383 2003 1816 8045
7887003 | 3505 | 2168 2641 2622 108936
3760 17938 | 6264 5906 5868 65571 23,599

379 336 (293 609
448 533 2.343 405
85 1,601 864 214
3841004 584 1004 3676 |
" 1896 3574 3,498 2232 11 :

U £ million
LA ee Bl 2002
5 427 (25) (1,133} (726} : ;
{a5) 3 262 365 613 | (520 @49 (1) @) (@3 (400 (8 {17) 58 {117}
60} (85} M (2 (2560 7 2 13 16 8 | (158 6 38 @71 (563)
- (1 1.585 (33 1551 i - 6 @ oo o) | - - 16 40 56
LA B e e s e e v 89 G313 e 127

(109 376 1794 {893} 1,768 i 394 280 172 NS 831§ 1230 G271 (5 273 815
LBLAee e LA s s e @ s et o 2838 130 281

U0 216 1768 (872 1,043 | 340 131 168 69 708 | 1.300 (99) 18 (1431 1,076




Five-year summaeriss

Turnover o

By business e e et e en e e e, BOOO 2000022003 ..p00e
Exploration and Production 30,272 27540 25,083 30,753 34,914
Retining and Marketing 107,883 120,233 125,836 149,477 179,587
Petrochemicals 14,247 11,615 13,064 16,075 21,209
(as, Power and Renewables 21,426 39,67 37,580 §5,639 83,320
T 90887 vaB.508 202,073 162.488 219578
Less: Sales betweenbusinesses o e.......22825 25290 23362  29B88 34817
Group turnover T 148062 174218 178,721 232571 285,059
Add: Shase of joint venturesates 3784 AT 1485 3474 9790
Tormaver T 161,826 175389 180,186  236.045 294,849

Rest o Europe : 20,653 36,701 46,518 50,582 54,422
usa 71,084 84,696 80,381 108910 130,652
e L ST OR Jma 33 34400 52,498 88052
T 6R081  202.826 210,048 266.961 334,281
Less: Sales betweenareas .99 28708 31327 34330 48222

Group turnover 148,062 174218178721 232,571 285089

3UK area includes the UK-based internationg] activities of Refining and Marketing.

Taxation

$ million

2004

Production taxes provided for
UK petroleum revenue tax
.Overseas produstion taxes e 3

Production taxes paid
UK petroleum revenue tax 876 410 231 424 498
LOverseas production 18X8S e 8BB NN 830 03861709

Tax on profit on ordinary activities

Current tax
UK 1,195 488 1,003 1,142 1,839
Overseas 3,704 2.848 1,883 3.525 5,070

Jaint ventures Y o4 75 158 88D
JAssocisted undertakings e N8B 208 eT L 8A 18

Ceferred tax
UK 12 {48) 390 289 (140}
Overseas e 1,552 1,292 779 931 340
Group ’ 1.564 1,244 1,169 1,220 200
Joint ventures - - - {14 170
Associated undertakings . i - “ e 4

Tax on profit on ordinary activities G.648 8,375 4,317 8,311 8,282
Effective tax rates on

Replacement cost basis 41% 13% 43% 36% 7%

Historical cost basis 39% 9% 39% 36% 34%
Profit taxes paid

UK 869 1,088 979 1,185 1,447
B RS 5329 8.0z 2115 3619 4831

"""""""""""""""""""""""" 5,198 4,560 3,094 4,804 8,378
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Depreciation and amounts provided

§ million
By business OO UOOUOTUNE. .- SO W01 2002 008 2004
Exf)lbralion and Production®
UK 1,498 1,397 1,921 1,880 1.738
Rest of Europe 88 115 154 168 184
USA 2,554 3.147 3.161 3.482 3,361
Rest of World 770 1121 1,550 1,388 7.594

Refining and Marketing®

UKE 323 G603 653 762 863
Rest of turcpe 145 278 547 Ba4 788
Usa 1.080 1,228 1.222 1,307 1,495
ey 08 193 86 B/ 276
e 1752 2302 2658 2958 3423
Petrochemicals
UK 99 122 184 200 617
Rest of Europe 109 117 162 194 656
Usa 299 2N 286 285 486
JRestofWord OSSP PUURL.{ AURUUTUOOY - UOUOOTELL. AU SO
.......................................................................... 704 588 148 L8 1981
Gas, Power and Renewabies
UK 3 ] 34 34 37
Rest of Europe 3 3 4 22 24
USA a1 61 63 72 85
RestofWord . e emer e eee e e ee et s s sena e seenes e ne e ren e 2O e 22 2 3 6 .
____________________________________ e eeemeee e eeeeoeeeeseveseeoesseeseeeemeeseeesevosnoeeees s 82130 183 215
Other businesses and corporate
UK 12 29 29 77 59
Rest of Europe 1 - - - -
USA 70 67 48 a7 57
L SO PSSR, e LS 16 !
88 % 78 40 117
By geographicalarea
UK 1,935 2,157 2,821 29633,314
Rest of Eurcpe 356 513 867 1,028 1,653
UsA 4,044 4,774 4,780 5,187 5,484
ROSTOTWON e oo 19 a4 1933 1762 2132
Total’ 7506 8858 10401 10,040 12583
Excludes the following amounts of depreciation of the BP/Mobil European joint venture i - = - "
sAcquisition amortization T
Exploration and Praoduction 1,214 1,816 1,780 1,666 1,239
Refining and Marketing 477 770 794 826 881

BUK area includes the UK-based international activities of Refining and Marketng.
CInchudes amounts provided against fixed asset invesimants.
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Fivgyear summaries

Group balance sheet

5 milon

eeeeeeeeee et seemee et 2050 o0e w2 003 o0
Tanglbfe assets?
Exptoration and Praduction 45,447 47,983 51,915 53,543 57,592
Refining and Marketing 17,619 16,903 22,433 24,255 24,640
Petrochemicals £,360 9,242 10,080 10,591 10,660
Gas, Power and Renewables 1744 1,93 1,889 2,158 2,3

Omf-'fbus'"essesandcormrate1001351136513641525

lntangﬂ:le ‘assets® 17,997 16. 439 15,566 13,642 12,076
Investments®
Net investrment in joint ventures® 2,881 3.861 4,031 11,009 12,451
Assaciated undertakings 5375 5,433 4,626 4,870 5,488

Current assets

Business held for resale G36 - - - -
Stocks 0,234 7,621 10,181 11,617 15,698
Debtors 28,418 26,569 29,251 33,802 46,696
Investments g6 T 450 215 185 328
Cash at bark and in hand 1,370 1.358 1,520 1,947 1.156

Creditors — amounts falling due within one year

Finance debt 10,086
(5,134]

Total assets less current liabilities 105,874 108,766 120,078 126,583

Creditors -~ amounts falling due after one year

Finance debt 14,772 12,327 11,922 12,869 12,907
Other creditors 3.82t 3,084 3,412 6,030 4,505
Provisions for liabilities and charges
Deferred taxation 10,595 11,702 13,514 14,371 15,050
Other proVISlonS IU”bH?BB __?,836 8,599 9,808
Net assets excludlng pensmn and other pos1—ret|rement benefit balances 66,010 55,741 72.082 78 3208 84513
Detined penefit pension plan surplus - - 388 1,146 1,475
Defined henefit pension plan deficits - - 15,250) (5.005) {5,863}
Other post-retirement benefit plan deficit e = l2,748) 2,830 {2,126}
Net assets 66,010 G571 64 472 11,720 77.999
Minority shareholders” interest —equity L 56B 5o 638 1,125 1.343
BF sharehoiders’ interest 65242 B5,143 63834 70595 76,656
Represented by
Called up share capital 5,853 5,620 5616 5,652 5,403
Share premium account 3,386 3.600 3,794 3,957 5.636
Capital redernption reserve 385 424 448 623 730
Merger reserve 26,869 26,983 27.033 27,077 27,162
Other reserves 458 223 173 129 44
Shares held by ESOP trusts (3601 (266} {159) (96} 82)
_Profitandlossaccount 29059 28560 26828 33453 37.763
Capital and reserves 65,447 65143 63,834 70,595 76,856

®Fixed asset revaluation adjustment and goodwill consequent upon the
ARCO and Burmah Castrol acquisitions
Tangible assets 2,085 B.787 5,804 3,983 3.520
Intangible assets 12,927 11 ﬁr:; 10,439 9,125 7.638
22596 18882 16,672 13362 11,390

PNet investment in joint ventures

Gross assels 3841 4,661 4,829 16,485 198,309
Gross liapilities {7571 1800} (798) {5,111} (6,316}
Mincrity shareholders’ interest T - @S (s4n

2884 3@l 4031 11,000 12,451
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Capital employed

2002

2003

10,414 10,045 8,160 8,974 8,952
Rest of Europe 514 1,048 1,452 +,476 1,558
USA 27,354 28.703 28,169 26,853 27,354
RestofWorld 13080 20035 22679 26315 30854

TsgG71 50832 61460 63618 68718

Refining and Marketing? ’
UK® 8,731 6.113 6,125 6,510 6,616
Rest of Europe 3,244 2,621 9,488 9.832 11,618
USA 14,026 12,884 13,952 14,125 15,286
Rest of World .30 3819 4844 5047

oot eeeeeeeeeee oo 25319 33484 3171 3BETT

Petrochemicals T
UK 2,989 2,976 2,512 2,807 3.048
Rest of Europe 1,886 2,421 3,340 3.850 4,900
UsA 4,211 4.352 4,480 4478 4,337

CRestofWorld 1816 2247 2204 2249 2470

L1906 12536 13484 14755

Gas, Power and Renewables Cmmmmmmmmmmmm———
UK as0 469 443 798 902
Rest of Europe 763 938 426 425 4863
UsA 1. 148 11156 1,086 1,672 1,700

RestofWorld e e L8 e hser 1836

CUTTTTTTTTT3Eae 3439 2978 4297 4801

Othel’ bUSIneSSeS and corporate T
UK {B54) (176} 65 401} 1.641
Rest of Europe 276 7 {3,631} 14,563) 15,247)
USA in.317 {2,183} 14,962} {2,806) 15,1800
_RestofWorld 38 L3428 O340y 368 227
i Tioves) | i,392)  (8.568)
191.873 100,691 110,113 118,392

Total operating capital employed T age
By geagraphical area e
KB Tiga30iBe2d 8305 is7es | 41342
Rest of Europe 7.087 7,348 11,176 11,030 13,100
UsA 45,423 14,971 42,685 44,322 43,507
Rest of World 2038 30.729 28.516 35973 40,434
Total operatlng capl‘fa| employed ’ 101 a7 mmib?.QTB.mmmO 881 11¢ 10 113"'“'1 18 352
Liabilities for current and deferred taxation Dazyg  f4E1H 4217 (16,068 117,302
Capital employed | °7 200 57,158 8648094045101090
Financed by
Finance debt 21,180 21417 22,008 22,325 23.091
Minority shareholders’ interest 568 598 638 1,125 1,343
BP shareholders’ Interest 65,442 85,143 63,834 70,595 76,656
Capital employed B7.200 87,158 86480 94,045 101,080
*Capital employed acquisition adjustment consequent upon the ARCO
and Burmah Castrol acguisitions
Exploration and Production 14,348 11,506 9,737 6,983 5,665

22,596 16,8682 16,672 13,362 11,380

BUK area includas the UK-based international activities of Refining and Marketing,
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Group cash flow statement

Servicing of finance and retums on investments

Interest received 444 256 bk} 175 332
Interest paid {1,354} (1,282} {1,204) 1,006} (694)
Dividends received 42 132 102 140 53
.. Dividends paid 1o minority shareholders ) 24) B @ A SO . I
Net cash outfiow from servicing of finance and rewrns oninvestments 892 oag) oM AL (342)
Taxatienn T
UK corporation tax (868} {1,058) 979 {1,185) (1,447}
Overseas 1ax : (3602) (21150 {3618 (4931

Capital expenditure and financial investment

Payments for 1angible and intangible fixed assels 8.837) 12,142) 12,049 (12,368} {13 035]
Payments for fixed assets — investmants {1,200} {39) (49) 9}
_Proceeds from the sale of fixed assets . 028 2 365 2470 6253 4 323

., 008) _______¢9 3151"_.__“(9 ezs)_m___ 16, 124) (s 712;::

Acguisitions and disposals

Acquisitions, net of cash acquired (6,265) {1,210 {4,324 211) (1.803)
Proceeds from the sale of businesses B,333 538 1,974 179 728
Acquisition of investment in TNK-BP joint venture - - - (2,351} 1,250}
Net investment in other joint ventures 218 1497} {354 178l (272}
Investments in associated undertakings (985} {586} 971 1987} {942}
Proceeds fram sale of Jnvestment in Ruhrgas i - .38 =T
Net cash ioutfiow] inflow from acquisitions and disposais CTees 78R (13370 (3548)  (3.242)
Equity dividends paid T T T e @a1s)  wgen)  (5264)  (5654) 16041
Net cash inflow (outflow) before financing 3.807 1,035 (326) 1,405 B,038
Financing 3,477 1,008 (163) 1,129 8,777
Marnagement of liquid rescurces 452 211} 220) a1} 132
Iersase (deCroase IN Cash e 2y 241 57 37 871)
....................................... 5507 T G s 5 o5

...... S million
i tes e e ee et s oot ee oot e s AR e e S e b et emmeeeaeeeen 2000 2001 2002, 2003 200
Opening balance

Finance debt 14,544 21,190 21,437 22,008 22,325

Cash 1,331 1,170 1.358 1,520 1,847
L Curment assetinvestments e 20 .. L ase 25 185
Opening net debt 12993 19350 19809 20273 20193
Closing balance

Finance debt 21,190 21,417 22,008 22,325 23,091

Cash 1170 1,358 1,520 1,847 1,168

Current assetinvestments R 661 450 215 185 328
Closing et debt_ 19359 19609 20273 20,193 21607
Decrease (increase} in net debt {6,366} (25Q) {664) B0 (1.414)
Movemant in cashfbank overdrafts 1122} 241 57 N7 871)
Increase (decrease) in current asset investments 452 11 (220 (a1} 132
Net cash finflow} outflow from financing {excluding share capital) 1,374 {128} {736) (760 431)
Partnership interests exchanged for BP loan notes - - 1,135 - -
Debt transferred to TNK-BP - - - 93 ~
Exchange of Exchangeable Bonds for Lukoil American Depositary Shares - - - 420 -
Other movements {a4) (36) 78 144 B8
DOt aCqUItsd e 872 . By oo a8 "
Movement in net debt before exchange effects T (6,412 figg Boo) isg {1,102
Exchangs adjustments R A8 8D . {78) 1312)
Decrease (increase) in net debt - 16.366) (250} (B664) 80 il ‘214)"
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Consohdated statement of cash flows presented on a US GAAP format

2002 2003 2004

Operating activities

Profit after taxation 10,200 6617 6.872 10,652 15,961
Adjusiments to reconcile profits after tax to net cash

provided by operating activities

Depreciation and amounts provided 7,526 8,958 10,401 10,940 12,683
Exploration expenditure written off 264 238 385 297 274
Net charge for pensions and ather post-retirement

benefits, less contributions - - (178} 2,573) (39}
Share of (profit) loss of joint vantures and associated

undertakings less dividends received 1377 160} 3 532) 2
Loss (profit} on sale of businesses and fixed assets (1986} 1537} {1,166) 831} 815)
Working capital movement {See analysis below) {2,729} 1,389 {1,080 12,270) {4,073)
Deferred taxation 1,564 1,244 1,168 1,182 200
Qther 1,657} 1191} {3B3) 66 181

lnvestmg activities

Capital expenditures 10,156} {12.262) 112,198 {12,567) (13,243
Acquisitions, net of cash acquired {6,265} 11.210) {4,324) 211} {1,503
Acquisition of investment in TNK-BP joint venture - - - {2,351) {1,250
Investment in associated undertakings {85} (586} 97N (987} 1942
Net invesiment in joint ventures 218} 1497} 1354} {178) (272)
_Proceeds from dlsposal of assets 11,362 2,903 6,782 6,432 5,048

Lesy 0106 9862 12162

Financing activities

Proceeds from shares issued (repurchased) 12,703} 11,133} (573) {1,889) {7.208)
Proceeds from long-term financing 1,680 1,296 3,707 4,322 2,675
Repayments af long-term financing {2,353 (2,602} {2,369 (3,560 (2,204}
Net increase (decrease) in short-term debt 7o 1.434 (602} {2} (40}
Dividends paid
BP shareholders 4.915) (4,827} 15.264) {5,654} (6,041}
Minority shareholders ~ Ry a2 33
Net cash used in financing activivies T T o Toi e | is1an | 68031 12851
Currency translation differences relating to cash and cash equivalents g0 T eR 0. 121 8
Increase {decreasel in cash and cash equivalents 123) (73 agr 6ag)
Cash and cash aquivalents at beginning of year R 1,831 1,808 1,735 2,132
Caeh o was equwalents Send of year i i
Analysis of working capital movement
{Increase)/decrease in stocks {1,449 1,480 (1,521} 841) (3.595)
{Increase)/decrease in debtors 18.501) 1,305 (2,445) 13.025) 10,770}
.. Increasefldecrease) in creditors SOOI L 103 -\ 2808 . 1,996 102982
Total working capital movement T {2,729 1.389 {1,060} 12,270) “““14,073)

L



Frg-vear sumnianss

Capital expenditure and acquisitions

SR, 3 Mo .
BY_I-)-I;-S‘I.I:I;;; ------------------------------------------------------ m00 2001 2002 2003 2004
Exuloratton and Producuon" 6365 ' 8,853 9659 15,370 11,193
Refining and Marketing®s 8,693 2415 7,753 3,080 3,014
Petrochemicals 1.585 1,926 823 775 2,289
Gas, Power and Renawables 394 500 448 441 538
Other businesses and corporate® | e 0512 %97 a0 348 215 .

UKEe 7.374 2.095 1,619 1556 1,832
Rest of Europe® 2,041 1,787 6,556 1,277 2,105
usae 34,037 6,160 6,095 6,291 6,301
Rest of World? 4,097 4,049 4,823 10,888 7,01

47,549 14,091 19,083 20,012 17.248

l'20()3 includes $5,794 million for the acquisition of our interest in TNK-BR
2000 includes $4,779 million for the acquisition of Burmah Caswol.
‘20()2 includes $5,038 mitlion for the acquisition of Veba.
92000 includes $27,506 million for the acquisition of ARCO.
®UK area inclugdes the UX-based intarnationsl activities of Relining ant Marketing.

Ratios
U0 OO OO TPV O S RO TP OO * .

ST s SUUUDRRNE 2002 2003 2004

Return on average capital employed
Replacement cost profit 149 107 7.3 12.2 15.0
Historical cost profit 15.9 85 8.7 122 16.6
(Based on profit after taxation before deducting interest expense)®

Return on average BP shareholders’ interast
Replacernent cost profit 18,4 13.0 8.8 15.6 19.4
Historical cost profit 19.8 10.0 10.6 18,6 21.4
{Based on profis afier taxation and minority sharehoiders' interest)

Payout ratio
Replacement cost profit 49.3 58.4 94.4 5B.0 452
Historical cost profit a5, 7 76.3 79.1 54.9 405
{Dividend: profit)

Debt to debt-plus-equity ratio 243 246 25.4 237 22.8
{Finance debt; finance debt plus BP and minority shareholders” interest}

Debt to equity ratio kr S 3286 34.1 31 296
(Finance debt: BP and minority shareholders” interest}

Net debt to net debt-plus-equity ratio a7 230 239 220 21.7

Net debt to equity ratio 292 298 314 282 277

{Net debt eguals finance debt less cash and liguid resources)

®Excludes interest on joint ventute and associated undertakings' debt and is on 8 post-1ax basis, using a deemsd tax rate equal 16 the US stawtory 1ax rate.

Share prices

O IO . SO O I
High 671 647 625 485 557

Daiky average 579 575 512 418 489
Lewy 445 492 393 357 414
End year 540 534 427 453 508

Arhe icarn depo taﬂ,r sha

ngh 60.63 54.86 . 49.35 61.66
Daily average 52.65 49.67 . 41.48 54.06
Low 4363 43.23 . 35.37 47.27
End year 47.88 46.51 I 48.35 58.40

®Cne American depositary share [ADS! is equivalent to six 25 cent ordinary shares.
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United States accounting principles

The following is a summary of adjustments to profit for the year and to BP shareholders’ interest which would be required if generally accepied
accounting principles in the United States (US GAAP) had been applied instead of those generally accepted in the United Kingdomn (UK GAAF).
The results are stated using the first-in first-out method of stack valuation.

Profit for the year (historical cost) under US GAAP

Profit for the year as reported 10,120 6,556 6,795 10,482 15,731
Adjustments
Deferred taxation/business corbinations 52 1512} (603} (169} {591}
Provisions 165} 1182) 8 43 1140)
Oil and natural gas reserve differences - - - - 3o
Revisions 10 fair market values - B3} - 288 -
Sale and leaseback (34) 38 24 69 B
Goodwill and intangible assets 43 60 1.302 1.376 1429
Derivative financial instruments - 1213 540 12 (286)
Gain arising on asset exchange - i57 {18} {17} (68}
Pensions ang other post-retirement benefits - - 80 1215} 47
Impairments - - - - 677
Provisians for severance and operating costs - - - - Y
Equity-accounted investments - - - - 226
Other 91 10 B e
Profit for the year before cumulative effect of accounting change as adjusted
to accord with US GAAP 10,164 4,829 8,108 11,889 16,972
Curnulative effect ot accounting changes
Provisions - - - 1.002 -
Derivative financial instruments By B
Profit for he year as adjusied 10 accord with US GARP T 10,164 4,487 8109 12,941 16,972
Dividend requirements an preference shares —_ 2z 2 mos
Profit for the year appiicable 1o ordinary shares es adjusted to accord with US GAAP 10,182 4465 8,107 12,939 16,970

Per ordinary share — cents
Basic - before cumulative effect of accounting changes

" Diluted — before cumulative effect of accounting changes  a885 2.

.. Cumulative effect of accounting changes VBT A8e T
et eee e eeeeee oo e, AGEE T8 3802 8779 7635
e American denaciiary shre ~ somies YO UUVOUPRUTOIRIR .

Basic - before cumulative effect of sccounting changes 281.76 129.06 217.20 32172 466,82
..Cumulative ¢tfect of accounting changes L - lesm - 2844 -
281,76 31940 “““217 20"-""35016 466. 62.“

Diluted — before cumulative effect of accounting changes 27890 12828 21612 31860  458.10

Cumulative sffect of accounting changes - (9,60 - 28.14 -
""" T raan. 11868 21842 34674 45800
BP shareholders’ interest under US GAAP o §mifion

BP shareholders’ interest as reported

Adjustments
Deferred taxation/business combinations 258 1139} {748) (938) {1,533}
Provisions 913) {1,004} 10881 128} {137
Oil and natural gas reserve differences - - - - 30
Sale and leaseback {104) (134} {106} 37 (43}
Goodwili and intangible assets {(5683) 11,414 84} 1,669 3,200
Derivative financial instruments - 675 {135) 72 (361)
Gain arising on asset exchange - 167 142 129 61
Pensions and other post-retirement benefits 1145) (942} 3.437 5,246 5,008
Impairments - - - - 677
Provisions for severance and operating costs - - - - 60
Equity-accounted investments - - - - 226
Dividends 11718 1,288 1.398 1,485 1.822
Investmenis (12 2 34 1,251 183

LSOO SO O OO USROS .. SEUSIOU s SOOI .-, USOTOOTNN . OO ee i

BP shareholders’ interest as adjusted to accord with US GAAP 65 087 62,188 86,635 '."‘9 167 85,848

#0One American depositary share (ADS) is equivalent 10 six 25 cemt ordinary shares,
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Statistics

Other 2,903 3,365 3,669 4,039 4,580

Matural gas prod

Total production {thousand barrels oil equivalent a day) 3,240 3.419 3,519 3,606 3,997

Re"new lhrou hpl"ts PR fmeaenama fmasamsmmsrmsrmssme Ak A et i b A T RN PR IR A Am g R M mmmm AP S LA AP ET R ARt . lmusam baﬂehadav...
Group refinery throughputs? 2.9716Y 7,929 3703 3.097 2.976
For BP by others 12 14 14 - -

Total 2,928 2,943 3Nz 3.097 2.976

Crude o:l and reiinad petroleum product sales thousand barels a doy

Total oif sales 9,704 10,118 10,498 10,525 10,206

Estimated net proved reserves of crude ml‘I milions of barals at 31 Decamber
Developed 431843084335 3576 3423
Undeveloped 2,909 3,427 4127
L6808 721y U6 7448 TR0
Equity-accountad entities (BP share) T 135 1,158 1,403 2,867

Estimated net proved reserves of natural gas" billions of cubic feet a1 31 Decambar
Devesloped’ ST 04268 23,748 2373 073 g
Undeveloped 19,210 22,071 22903 23,550
Group companias 47,100

2853 38

BP average cruda oil and nalural gas Hauids realizations (&bbl T g g T e TR T TR E T s
Brent oil price {$/bol} 28.4 24.4 250 28.8 38.3
Henry Hub gas price ($/mmBtu) 3.9 4.3 3.2 5.4 6.1

®Inclyudes crude oil and other feedstock input to BP's crude distillation units both for BP and third parties.
bincludes BP sharg of the BP/Mobil joint venure,
"Includas BP share of the BP/Mobil joint venture,
YNet proved reserves of eruds oil exclude production royalties due 10 others.
®Net proved reserves of natural gas exclude praduction royalties due 1o athers.

Further information is included in BP Financial and Operating information 2000-2004. (1o obtain a copy, see page 129.)

Employee numbers
18180 15,850
39,200 39,300
15,950 12,400
3,750 4,050

Exploration and Production T T R, 600 0

Refining and Marketing 39,500
Petrochemicals 17,600
Gas, Power and Renewables 3.500
Other businesses and corporate 3,100

107,200 110,150 115,260 103.700 102,900

By geograplucal area eeaaaan

Rest of Europe 22,500 22,800 29,850 25,250 26,000

USA 44,000 42,750 43,200 39,100 36,950

Rest of World_ . v 21800 24950 24450 22300 | 22,550
e 07,200 110,150 115,250 103,700 102,900
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Glossary

Term used in

US equivalent or definition

BP Annual Report and ACCOUNTS | oo 0 SO

Accounts
Acquisition accounting

Associated underakings e

Called up share capital

Capital allowances

Capital redemption reserve

Cash at bank

Creditors

Creditors: amounts falling due within one year
Creditors: amounts falling due after more than one yaar

Debtors

Debtors: amounts falling due within one year

Debtors: amounts falling due after more than one year
Decommissioning

Employee share schemes

EMDIOYMENTCOSIS e et

Finance lease

Financial year

Fixed asset investment
Freehold

Interest payable
Interest receivable

Joint ventures
Merger accounung
Net asset value

Other debtors

Own shares . .

Profit
Profit and loss account {statement)
Profit and loss account

{under ‘capital and reserves’ in balance sheat)
Profit for year
Profit on sale of fixed assets or businesses
Provmlon for doubtful debts

Redundancy charges

Heserves

Scrlp dlvm‘end

Shareholders’ funds

Share premium account

Statement of total recognised gains and losses
Stocks

Tanglble fIXGd assets T

Turnover

Non-current liabi

Financial statements
Purchase accounting
Equity alfiliates or investees
Shares, capnal stock or common stock |ssued
and fully paid
Tax depreciation
Qther additional capital
Cash
Accounts payable and accrued liabilities
Current liabilities

Accounts receivable

Other current assets

Other non-current assets

Dismantlernent, restoration and abandonment L
Employee stock benefit plans

Capital lease

Fiscal year

Non-current investmenis

. Ownership with absolute rights in perpetuity

_____Poollng of interests accounting e,
__Book v value

Other currem assets

TSy Sl00K ettt
Income or earnings

Income statemeni

Retained earnings

Net incame

Gain on disposal of properties or long-term investments

Allowance for doubtiul accounts

lities other than debt and specific accounts payable
Severance costs

Retained earnings e,
Stock dividend

Sharehalders” equity

Amounts subscribed for share capital in excess of nominal value
Statement of comprehensive income

Inventories

Propertv. plam and equlpment
Sales and other operating revenue




Governance: board performance report

Governance and the role of our board

Good governance is often defined in terms of the presence or
absence of particular practices without reference to the underlying
purpose of govermnance processes. We helieve that governance is
a more powerful concept.

Governance is not an exercise in compliance nor is it a higher form
of management. Governance lies at the heart of all the board does and
it is the task our owners entrust to the board. It has a clear objective —
ensuring the pursuit of the company’s purpose. The hoard's role is
focused on this task, which is unique to it as ihe represensative of
BP’s owners. This task is discharged by the board through undertaking
such activities as are necessary for the effective promotion of
shareholder interast.

Governance is the system by which the ¢company’s owners and
their representatives on the board ensure that it pursues, does not
deviate from and onty allocatas reso

As a company, we recognize the importance of good govemance
and that it is a discrete task from management. Clarity of roles is
key to our approach. Policies and processes depend upon the people
who operate them. Governance requires distinct skills and.processes.
In the context of BR governance is overseen by qur board while
managament is delegated to the group chief exacutive by means
of the board governance policies.

Our board governance policies use a coherent, principles-based
approach, which anticipated many developments in UK governance
regulaticn. They ensure that our board and management operate
within a clear and efficient governance framework that goes heyond
regulatory compliance ang places shareholder interest at the heart
of all we do.

Accountability to shareholders

Cur board is accountable in a variety of ways. It is required tc be
proactive in obtaining an understanding of shareholder preferences
and to evaluate systematically the economic, social, environmental
and ethical matters that may influence or affect the interest of

our shareholders.

Our board is accountablg 1¢ sharehgeiders for the performance

and activities of the entire BP group. It embeds sharehalder
interast in the goals established for the company.

In carrying out its work inpolicy-making and manitoring and inits

active consideration of group strategy, our board exercises judgement
on how best to further shareholder interest. The board seeks to do
50 by maximizing the expected value of sharehaolders’ interest in the
company, not by eliminating the possibility of any adverse outcomes.

Reporting  Qur board makes use of a number of formal communication
channels to account to shareholders for the performance of the
company. These include the Annual Report and Accounts, the Annual
Review, the Annual Report on Form 20-F quarterly Forms 6-K and
announcernants made through stock exchanges on which 8P shares
are listed, as well as through the annual general meeting (AGM).
Diatogue with dvecters Presentations given at appropriate intervals

to representatives of the investment community are available to all
sharehalders by internet broadcast or open conference call. Less
formal processes include contacts with institutional shareholders by

Irces to its detined purpose.

the chairman and other non-executive directors. This is supported

by the dialogug with shareholders concerning the governance and
operation of the group maintained by the company secretary’s

otfice, investor relations and other BP teams.

AGM and voting Given the size and geographical diversity of our
shareholder base, the opportunities for shareholder interaction at

the AGM are limited. However, the chairman and all board commiitee
chairmen were present at the 2004 AGM to answer shareholders’
quesiions and.hear their views during the meeting. Members of

the board met informally with shareholders afterwards. All votes at
shareholder meetings, whether by proxy or in person, are counted
since votes on all mattars, except procedural issues, are taken by way
of a poll. We have pioneered the use of electronic communications 1o
facilisate the exercise of shareholder control rights and continue 10
promote the use of electronic vating through our registrar's website
and through CREST.

Drrectors’ elesusns Directors are required to stand for re-glection
each year. New directers are subject 1o election at the first opportunity
following their appointment. All names submitted to shareholders for
election are accompanied by detailed biographies.

How our board governs the company

The beard's governance policies regulate its relationship with
shareholders, the conduct of board affairs and the beard’s relationship
with the group chief executive. The policies recegnize the board’s
separate and unique rale as the link in the chain of authority between
the shareholders and the group chief executive. It is this unique task
that gives the board its central role in governance.

Authority ‘Accauntabitity
| Delugation Agsuiance
i theough threugh
| ;p;gli‘.‘\,fhgizh ' mpnitoding
L mealiodng wnidd repartig

*
AmrodMfeTmt |

{GCE's managament framawark delegations)
(]

The dua! role played by the group chief executive and executive
directors as both mernbers of the board and leaders of the exacutive
rmanagement is also racognized and addressed. The policies require a
majority of the board to be compoesed of independent non-executive
directors. To assure the integrity of the governance process, the
relationship between the board and the group chiet executive is
governed by the non-executive directors, particularly through the
work of the board committees they popuiate.

Recognizing that as a.group its capacity is limited, our board
reserves to itself the making of broad policy decisions. 1t delegates
more detailed considerations invoived in meeting its stated
requirements either to board committees and officers (in the
case of its own processes) or to the group chief executive {in
the case of the management of the company’s business activities).
The board governs BP through setting generat policy for the conduct
of business (and critically, by clearly articulating its objective} and by
menitoring its implementation by the-group chief executive.
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To discharge its governance function in the most effective
manner, our board has laid down rules for its own activities
in @ board process policy. The board process policy covers:
« The conduct of members at meetings.

+ The cycle of board activities and the setting of agendas.

+ The provision of timely information 1o the board.

« Board officers and their roles.

- Board committees ~ their tasks and composition.

» Qualifications for board membership and the process
of the nomination commitiee.

+ The evaluation and assessment of board performance.

» The remuneration of non-executive directors.

The pracess for directors to obtain independant advice.

The appointment and role of the company secreiary.

The responsibility for implementasion of this policy is placed
on the chairman.

The board-executive linkage policy seis out how the board
delegates authority 10 the group chigf executive and the extent
of that authority. In its goals policy, the board states the long-term
outcome and required results it expects the group chief executive
to deliver. The restrictions on the manner in which the group
chief executive may achieve the required results are set out in the
executive limitations policy. This policy addresses internal control,
risk preferences, financing, ethical behaviour, health, safety, the
environment, treatment of employees and political considerations.
Through the goals and executive limitations policies, the board
shapes BP's valuas and standards.

Accountability in our business

Qur group chief executive outlines how he intends to deliver the
required outcome in annual and medium-term plans, which also
address a comprehensive assessment of the group’s risks.
Progress towards the expected ovtcome forms the basis of a report
1o the board that covers actual results-and a forecast of results for
the current year. This report is reviewed at sach board meeting.

The group chief executive is obliged through dialogue and
sysiematic review to discuss with our board all material matters
currently or prospectively affecting the company and its performance
and all strategic projects or developments. This key dialogue specifically
includes any materially underperforming business activities and actions
that breach the executive limitations policy and material matters of a
sacial, environmental and ethicai nature.

The hoard-executive linkage policy also sets out how the group chief
executive’s performance will be monitored and recognizes that, in the
muftitude of changing circumstances, judgement is always involved.
The systems set out in the board-gxecttive linkage policy are designed
10 manage, rather than 10 eliminate, the risk of failure to achieve the
board goais policy or observe the executiva limitations policy. They
provide reascnable, not absolute, assurance against material
misstatement or loss.

Whao is on the board?

The board is composed of the chairman, 12 non-executive and six
executive directors. In total, five nationalities are represented on

the board. Directors’ biographies are set out on pages 126-127. As
reported last year, the hoard is actively engaged in succession planning
issues. As a result, the size of the board has increased during the past
year despite the departure ¢f Mr Maljers and Mr Olver. Mr Burgmans
{February), Sir Tom McKillop (July} and Mr Flint {from January 2005)

were appoinied as non-gxecutive directors, while Mr Conn joined
the board as an executive director in July.

The efficiency and efiectiveness oi the board are paramoumnt
concerns. Our board is large but this is necessary to allow sufficient
executive direcior representation to cover the breadth of the group’s
business activities and sufficient non-executive representation ta
reflect the scale and complexity of BP and to stafi our board
committees. A board of this size allows orderty succession planning
for key roles.

Governance policies and processes depend upon the quality
and commitment of tha people who gperate tham.

New norexecutive directors will be appointed over the coming
years, Mr Knight and Sir Robin Micholson will retire at the 2005 AGM.
Subjact 1o their annual re-slection, Mr Miles will retire in 2006 and
Mir Bryan and Mr Witson in 2007. We believe refreshing the
composition of the board should be an orderly process of evolution
that ensures its continuing effectiveness.

Board independence

The qualification for boarg membership includes a requirement ihat
all our non-executive directors be free from any relationship with the
executive management of the company that could materially interfere
with the exercise of their independent judgement. In the board's view,
all our non-executive directers fulfil this requirement. It determined all
12 who served during 2004 tc be independent directors.

Mr Knight and Sir Robin Nicholson were appointed to the BP board
in 1987 and Mr Miles was appointed in 1994. The length of their
respective service on the board exceeds the nine years referred to
in the Combined Code. The board considers that the experience and
long-tarm perspective of each of these directors on BP's business
during its recent period of growth provide a valuable contribution to
the board, given the long-term nature of our business. The integrity
and independence of character of these directors are beyond doubt.
Both Mr Knight and Sir Robin will retire &t the 2005 AGM. Mr Miles
will retire in 2006.

Those directors who joined the BP Hoard in 1998 after service on
the board of Amoco Corporation (Messrs Bryan, Massey, Wilson.and
Davis) are considered independent since the most.senior executive
management of BP cemprises individuals who were not previously
Amoco employees. While Amoco businesses and assets are a key
part of the group, the scope and scaie of BP since-its acquisition of
the ARCQ, Burmah Castrol and Veba businesses are fundamentaily
different from those of the former Amoco Corporation.

The board has satisfied itself that there is no compromise to the
independence of those directors who serve together as directors
on the boards of outside entities (or who have other appointments
in outside entities). Where necessary, our board-ensures appropriate
processes are in place to manage any possible conflict of interest.

Sir Rebin Nicholson received fees during 2004 for representing
the board on the BP technology advisory council. Since these fees
relate to board representation, they do not compromise Sir Robin's
independence. Full details of these fees are disclosed on page 125.

Directors’ appointments, retirement policies and insurance

The chairman and non-executive directors of BP are elected each
vear and, subject to BP's Articles of Association, serve on the basis
of letters of appcintment. Executive directors of BP have sarvice
contracts with the company. Details of all payments to directors

are reviewed in the directors’ remuneration report on pages 116-125.
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T T T activities of the group (inch:ding key financial, business, social and
Annual elecuons for all directors and the provision of independent ) . . L
) to our beard and board cammittees underscore our environmental risks to the group’s activitias), the role of the board
st pporlmem © good governance practice. and the matters reserved for its decision, the tasks and membership
comm c prac of the principal board committees, the powers delegated 1o those

BPs poltcy on directors' retirement is as follows: executive dlfectors committees, the board’s governance policies and practices, and the
retire at age 80, while non-executive directors ordinarily retire at the latest financial information about the group. The chairman is accountable
AGM following their 70th birthday. It is the board's policy that non- for the induction of new board members.
executive directors are not generally expected to hold office for Traming Our directors are updated on BP's business, the environment
more than 10 years. in which it operates and other matters throughout their period-in office.

In accordance with BP's Articles of Association, directors are We advise directors on their appointment of the legal and other duties
granted an indemnity from the company 10 the exient permitted and obligations they have as directors of a listed company. The board
by law in respect of liabilities incurred as a result of their office. In regularly considers the implications of these duties under our board
respect of those liabilities for which directors may not be indemnified, governance policies. Our non-executive directors receive 1raining
the company purchased and maintained a directors” and officers’ specific to the 1asks of the particular board committees on which
liability ingurance policy throughaut 2004. This insurance cover was they serve.
renewed at the beginning of 2005. Neither the company's indemnity Cuisnde appamtmenis As part of their ongoing development, our
nor insurance provides cover in the event that the director is proved executive directors are permitted to 1ake up an external board
1o have acted fraudulently or dishonestly. appointment, subject 10 the agreement of our board. Executive

directors retain any fees received in respect of such external
Board and committees: meetings and attendance appointments.
In addition to the AGM twhich all but one director attended), the board Generslly outside appointments for executive directors are limited
met eight times during 2004, five times in the UK, twice in the US to one outside company board only, although our group chiel executive,
and once in continental Europe. Two of these meetings were two-day by exception, serves on two outside company boards. Qur board is
strategy discussions. 2004 saw an increased number of commitiee satisfied that these appointments do not conflict with his duties and
meetings, with no sign that this trend will reverse. commitment 1o BP Non-executive directors may serve on a number

The hoard requires all members to devote sufficient time 10 the of outside -boards, always provided they continue to demonstrate
work of the board to discharge the office of director and to use their the requisite commitmant to discharge effectivaly their duties to BR
best endeavours to attend meetings. Directors’ attendance at board The nomination committee keeps the extent of directors’ other
and committee meetings is set out below. All directors attended at intarests under review to ensure that the effectiveness of our board
least 75% of meetings, except Mr Burgmans. Several board meetings is not cornpromised.
coincided with commitments entered into.by Mr Burgmans before his As the board attendance table below illustrates, our directors’
appointment to the board in February 2004, a matter made known to commitment to the work of the board is manifest.
the board en his appointment. The board and Mr Burgmans are looking Evsivarion During 2004, our board continued its ongeing evaluation
forward to his fuil participation in the years ahead. processes to assess its performance and identify areas in which its

eftectiveness, policies or processes might be enhanced. The board
Serving as a director: induction, training and evaluation reviewed the conclusions and actions from the 2003 evaluation and
Induciion Directors receive induction on their appointment to the determined that there should be a focus on evaluating the performance
board as appropriate, covering matters such as the operation and of the board committees during 2004.

Directors’ attendance
Board { Audit commiltes
_mestings meetings _ maelings

Aﬁandad i F i tended ttanded Possib tended Fossible
s -

6
2

EEAC Chaimman's ; Remuneration : Nomination
committes mealings commilles meel\'ngs : commiltes mestings

P D Sutherland
Sir lan Prosser

J H Bryan

A Burgmans

E B Davis, Jr

D¢ D 5 Julius

C F Knight

Sir Torm MeKillop
F A Maljers
DrW E Massey
H M P Milas

Sir Robin Nichelson
M H Wilsan
Lord Browne

Dr & C Allen

1€ Conn
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J A Manzoni
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Regular evaluation of board etfectiveness underping ou confidance

in BP's governance pelicies and pracesses and affords caporiumity
for their devalopment.

Evaluations of both the audit and the ethics and environment

assurance commitiees 100k place during the year, An evaluation of the
work of the remuneration commitiee will take place this year as the
review of executive remuneration is cancluded and Dr Julius assumes
chairmanship of the committee. Work on a further evaluation of the
board and the performance of individual directors has commenced.

The ¢hairman and senior independent director

BP's board governance policies require the chairman and deputy
chairman 0 be non-executive direclors; throughout 2004 the posts
were held by Mr Sutherland and Sir lan Prosser respectively. Sir lan
also acts as our senior independent director and is the director whom
shareholders may contact if they feel their concerns are not being
addressed through normal channels.

Between board meetings, the chairman has responsibility for
ensuring the integrity and effectiveness of the board/executive
relationship. This requires his interaction with the group chief executive
between board meetings, as wel! as his contact with other board
members and shareholders. The chairman represents the views of
the board to sharehclders on key issues, not least in succession
planning issues for both executive and non-executive appomtmeants.
The chairman and all the non-executive directors meet periodically
as the chairman’s committee {see report on page 114). The
performance of the chairman is evaluated each year at a meeting
of the chairman’s committes, for which item of business he is not
present. The company secretary reports to the chairman and is not
part of the executive managernent.

Board committees

The board process policy allocates the tasks of monitoring executive
actions and assessing performance to certain board committees,
These tasks, rather than any terms of reference, prescribe the
authority and the role of the board committees. Reports for each

of the cornmittees for 2004 appear below. In common with the board,
each committee has access 1o independent advice and:counsel

as required and each is supported by the company secretary and

his office, which is demonstrably independent of the executive
management of the group.

Audit committee report

Sehedule and compositon The committee met 13 times
during 2084 and comprised the following directors:

Sir lan Prossar {chairmean), J H Bryan, E B Davis, Jr,

H M P Mites, M H Wiison.

All members of the audit committee are independent
non-executive directors. The board considers that the membership

of the audit committee as a whole has sufficient recent and relevant
financial experience to discharge its functions, but it has determined
not to identify any single member as having such experience.

The extarnal auditors’ lead partner, the BP generat auditor (head of
internal audit), together with the group chief financial officer, the
chief accounting officer and the group controller, attend each meeting
at the request of the committee chairman. At least twice a vear, the
committee meets with the external auditor without the executive
management being present. The committee also meets in private
session with the general auditor.

113

Role ang authanty The audit commitiee’s iasks are considered by the
commitiea to be broader than those envisaged under Combined Code
Provision C.3.2. The commitige is satisited that it addresses each of
those matters identified as properly falling within an audit committee’s
purview, The committee has full delegated authority from the board

10 address those tasks assigned to it. In common with the board

and all committees, it may request any information irom the executive
management necessary to discharge its functions and may, where

it considers necessary, seek independent advice and counsel.

Frogess The committee struciures its work programme so as 1o
discharge its tasks, which include systematic monitoring and obtaining
assurance that the legally reguired standards of disclosure are being
fully and fairly abserved and that the executive limitations relating to
financia! matters are being observed. The committee chairman reports
on the committea's activities 10 the board meeting immediately
following a committee meeting. Between meetings, the committee
chairman reviews emerging issues with the group chief financial
officer, the external auditor and the BP general auditor. He is
supported in this task by the company secresary’s office.

During the year, external specialist legal and regulatory advice has
also been provided to the committee by Sullivan & Cromwell LLR
With significant chenges in accounting practices being introduced
in 2005, the committee undertook initial training in the implementation
of International Financial Reporting Standards (IFRS) and how these
standards are expected to affect the group's reported results.
Acuties in 2004 Financial reports: During the year, the committee
raviewed all annuat and quarterly financial reports before recommending
their publication on behalf of the board. In particular, the committee
discussed significant accounting policies, estimates and judgements
that had been applied in preparing these reports and raceived
independent advice from the external auditors.

Accounting treatment: The committee also received during the

year separate reporis concerning the group’s environmental and
decommissioning provisions, tax exposures, pension assumptions

and the status of current litigation. The committee gained assurance
that such liabifities and contingencies were appropriately reflected

in the tinancial resuits.

Systern of internal control: Each year, specific reports on risk
management and internal contro! within selected business and
functional activities are considered. During 2004, the exploration and
proeduction and petrochemicals segments were reviewed, along with
accounting issues of the supply and trading function that services all
BP’s businesses. Given the increased public and regulatory attention
to hydrocarbon reserves reporting, the committee sought and received
additional assurance that BP's management and recording processes
are applied in a consistent and coherent manner throughout the group.
Following the adoption of the US Sarbanes-Oxley Act of 2002, an
increased regulatory requirement has been placed on all companies
that offer shares by listing on US stock exchanges. The commitiee has
monitored the company’s response to the applicable requirements of
this Act and, in particular, its progress in evaluating internal controls

as required by rules pursuant to Section 404 of the Act.

Employee concerns reporting/whistieblowing: The committee receives
regular reports of the matters raised through the empiovee concerns
programme (OpenTalk) and, through this process, is alerted to
instances of potential fraud or matters.of concern raised related

to the finances and finangial accounting policies of the group.

Auditor independence and rotation: The commitiee reviews on behalf

of the board the independence, objectivity and viability of the auditors
before an appointment recommendation is made to shareholders at
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the AGM. A new lead audit partner is appointed every five vears and
other senior audit staff are rotated every seven years.

Poficy on non-audit services grovided by the auditor: To safeguacd

the independence of the audit process, nor-audit services provided
by the auditor are limited to defined audit-related work and tax services
that fall within specific categories. Additionelly, all such services must
be pre-approved by the committee. These services have been
substantially reduced in 2004 but overalt fees paid to Ernst & Young
have increased, since audii fees have risen significantly across the
market due to the increased regulatery burden on listed companies
{see page 50 for detans).

fntemal audit: The committee considers the internal auditor's
programme and its efiectiveness twice a year. It receives regular
reponis of work undenaken, actions recommended and the executive
management’s responses to those recommendations.

Performance evaluation: Each year the commitiee critically reviews its
own performance and considers where improvernents can be made.
During 2004, the committee strengihenad its tracking.of outstanding
issues and clarified the scope of its role and relatienship with that of
the ethics and environment assurance committee. It also allocated
additional time 1o training, not least on the implications of the
introduction of IFRS. 7o accommeodate zll such matters and discharge
its ongoing tasks the commitiee increased the number of meetings
from nine in 2003 to 13 in 2004,

Ethics and envirpnment assurance committee report
Scheduie and composition The committee met six times
during 2604 and comprised the following directors:
Drw E Massey (chairman), A Burgmans (from Cctober
2004}, F A Maljers (to Aprit 2004), H M P Miles,

‘1 M H Wilson.
All members of the ethics and environment assurance committee are
independent non-gxecutive directors. The external audrors’ lead partner
and the BP general auditor (head of internal audit) attend each meeting
at the reguest of the comrnittee chairman. The committee met once
during 2004 with the general auditor and external auditor but without
the executive management being present.
Fota and authonty The task of the committee is 1o monitor matters
relating to the executive management's processes to address
environmental, health and safety, security and ethical behaviour issues.
The committee monitors the observance of the executive limitations
relating to non-financial risks to the group.
Prosess and astivitles it 2004 At each mesting, the committee
considered a report from executive management on current
developments in business and functional areas giving rise-te ongoing
and emergent non-financial risks to the group’s activities. In particular,
during the course of 2004, the committee directed its attention 1o
the BTC pipeling project and operations in Alaska and Russia. The
committee’s work programme aiso addressed:
Environmental liabilities. Including a review of the group’s approach
to remediation at operationai and disused sites, encompassing
all businesses ranging from mining activities to oil terminals to
service stations.
Health, safety and environmental performance: Greenhouse gas
and other emissions, spills and containment practices and safety
at work issues, hoth group-wide and in specific businesses and
locations (for example, shipping, road satety and the operational
integrity of piant and equipment).
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Security: Group preparedngss and mitigation plans in respect of
identified and potential security threats to staff, physical infrasiructure
and the digital infrastructure of the group.

Ernployees: The rasults of the annual People Assurance Survey,
employee health and weliare and the impaci of HIV/AIDS on our
business.

Ethical behaviour: Matters arising from the annual ethics certification
process and OpenTalk (BP's employee concerns reporting programme),
as well as other conduct and compliance issues.

Disaster recovery and businass continuity planning and capability:
Bevelopment of the group’s capacity and capability to respond

to catastrophic events and to maintain its business activities.
Performance evaluation: The committee addressed the nature

of iis remit and authority, its interface with the audit committee

and the scope and focus of its activities, as well as iis overall
ef{ectiveness and refinements to iis processes. The committee
increased the number of its meetings from five in 2003 (a

six in 2004,

Remuneration committee report

Schedule and cornpositon The committee meg seven
times during 2004 and comprised the following directors:
Sir Robin Nicholson (chairman, retiring at the 2005 AGM),
Ry Dr D § Julius (chairman elect), E B Davis, C F Knight
fretiring at the 2005 AGM), Sir lan Prosser, J H Bryan
{fram Novernber 2004}, Sir Torn McKiflop (from November 2004},
All members of the remuneration committee are non-executive
directors and are considered by the board to be independent.

The chairman of the board also attends commitiee meetings.

The committee is independently advised.

Rols and anthority The committee’s main task is to determine the
tarms of engagement and remuneration of the executive directors.
A key priority for the committee in 2004 has been,its review of
executive directors’ remuneration policy in preparation for the
renewal of {he long-term incentive plan for executive directors

at the 2005 AGM.

Fracass and activiies in 2004 Full details of the commitiee’s
remit and work are set out in the remuneration report on pages
116-125, which is the subject of a vote by shareholders at the
forthcoming AGM.

Chairman’s committee report

Scheduts and cormposiuen The chairman’s committee

" met three times during 2004 and comprised all the

' non-executive directors.

: il [iclz and autnenty The task of the committee is to consider
! IEEl broad issues of governance, including the performance of
the chairman and the group chief executive, succession planning, the
organization of the group and any matters referred to it for an opinion
from ancther board committee.

Process and activitios in 2004 At its various meetings, the committee
evaluated the performance of the chairman and the group chief
executive, considered the plan for executive succession and
considered a number of other broad matters of governanes, including
tha future governance of the Oiefins and Derivatives business as it

is prepared for its planned disposal. Additionally, the committes
addressed non-executive succession planning issues in co-ordination
with the nomination committee.
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Nomination committee report

Sehediule and cornpostion The committee met twice during 2004
and comiprised the following directors: P D Sutheriand (chairman),
Dr W E Massey, Sir Robin Nicholson, Sir lan Prosser,

All members of the nomination committee are considered by the
board to ba independent.

Role ang authanty The task of the nomination committes is 10 identify
and evaluate candidates for appointment and reappointment as director
or company secretary of BP

Fracass During the year, the nomination committee carried out

a datailad review of the skills and expertise of the non-executive
directors as pari of the board succession planning described eartier.
The committee receives external assistance as required. The
commitiee consulis with the group chief executive concerning

the identification and appointment of new executive directors.
Actratioy w1 2004 The committee considered the compasition

of the board and board committees in the context of forthcoming
work programmes, BP's strategy and business activities and
retiremants from the board. Board and comemittee evaluation
processes informed its work in identifying the skills and experiences
sought from potential candidates.

Externa!l search consultants were retained in the UK, continental
Europe and the US to assist the committee in the identification of
potential candidates as non-executive directors. In close co-ordination
with the chairman’s committee (all the non-executive directors), the
nomination committee recommendead the appeintment of the following
directors during the year: Sir Tom McKillop, | € Conn and D J Flint.

Combined Code compliance

8F complied throughout 2004 with the provisions of the Combined
Code Principles of Good Governance and Code of Best Practice,
except in the following aspects:

A 4.4 Letters of appointment do not set out fixed time commitments
since thg schedule of board and committee maetings is subject to
change according to the exigencies of tha business. All directors are
expected to demonstrate their commitment 1o the work of the board
on an ongoing basis. This is reviewed by the nomination commitiee
in recormmending candidates for annual re-election.

8.1.4 The amount of fees received by executive directors in respect of
their servige on outside boards is not discloset since this information
is not considered relevant to BR

B.2.2 The remuneration of the chairman is fixed by the board as a
whole (rather than by the remuneration committee) within the (imits
set by shareholders, since the chairman’s performance is a matter for
the whole board.

ltternal control review
The board governance policies include a process for the board to review
regularly the etfectiveness of the system of internal control as required
by Code provision C.2.1. As part of this-process, the board, the audit
and the ethics and environment assurance committees requested,
received and reviewed reports from executive management, incluging
management of the principal business segments, at their regular
meetings, That enabled them to.assess the effectiveness of the system
of internal control in operation for managing significant risks (including
social, environmental and ethical risks) throughout the year. This process
did not extend to joint ventures or associates.

The executive management presented reports to the January
and February 2005 meetings of both the audit and the ethics and
environment assurance committees to support the board in its annual

;Iucludas 25,368 shares held as ADSs.

assessment of internal coniral. The reports described how significant
risks were dentified and embedded within bysiness segment and
function plans across the group. They reviewed the executive
management’s assurance process and the continuing development
of the systemns of internal controls in place 1o ideniity. address and
manage risks. The reports also highlighted future potentially significant
risks 10 the company's plans. The two commitiees engage with
executive management on a regular basis 1o monitor the management
of these risks. Significant incidents thai occurted and management’s
response to them were considered by the committess during the year.
In the board's view, the informatian it received was sufficient to
enable it to review the effectiveness of the company’s system of
internal control in accordance with the Guidance for Directors on
Internal Control {Tumbull).

Directors' interests

At 1 Jan 2004 Change lrom

of on 31 Dac 2004-
B OO A131Dec2004 sppoimtment BFeb 2005
Curram diteciory
fexcluding director appointed in 20081 e
Dr D C Allen 408,3422 371,385° -
Lord Browne 2,031,278  1,816,054" -
J'H Bryan 158,760 158,760° -
A Burgmans 10,000 10,000¢ -
| C Conn 121,187 119.098° 7
E B Davis, Jr 66,349 65,162° -
DOr B E Grote 888,213° 788,313¢ -
Br A B Hayward 206,084 121,682 71
Dr D S Julius 15,000 15,000 -
C F Knight 98,578°¢ 95,610° -
Sir Tom McKillop 20,000 o -
J A Manzoni 196,336 127,821 [51:3
DrW E Massey 49,722¢ 49,261¢ -
H M P Miles 22,145 22,145 -
Sir Robin Nicholson 4,020 3,887 -
Sir lan Prosser 16,301 16,301 -
P D Sutherland 30,079 30,079 -
M H Wilson 60,000° 60,000° -
s e DU feliemAn | AV Y Jan 2004
Duwactars loaviig the ponre a1 2004 s
F A Maljers 33,492°¢ 33,492°
R L Olver 884,408 798,326
On Change fram
appaintment T Jan 2005
L Tderuary 2005 7Feb 2005

D J Flint -

20n appointment at 5 February 2004,

Inctudes 50,368 shares held as ADSs. *COn appointmant at 1 July 2004.

“Held as ADSs.
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In disclosing the abovs intarests to the company under the Companies Act
1985, direciors did not distinguish their beneficial and non-beneficial interests.

Executive direciors are also deemed 1o-have an interest in such shares

at the company held from time to tme by BP QUEST Company Limited

and The BP Employee Share Ownership Plan.(No. 2} to facilitate the operation
of the company’s option schemes.

No director has any interest in the preference shares or detentures of the
company, or in the shares or loan stock of any subsidiary company.



Directors’ remuneration report

which was prepared by the company secretary on behalf of
the board.

The report has been approved by the hoard and signed on its
behalf by the company secretary. This report is subject to tha
approval of shareholders at the annual general meeting (AGM).

The direciors’ remuneration repon covers all directors, both executive
and non-executive, and is se1 out on pages 116-125.
li is divided into two parts. Executive directors’ remuneration is in
the first part, which was preparsd by the remuneration committee.
Non-executive directors’ remuneration is in the second part,

Part 1 — Executive directors’ remuneration

Dear Shareholder

2004 was a good year. Company results, as explained elsewhere, were excallent and tha remuneration committee’s priority on relating pay 1o
performance is reflected in the annual bonus payments commensurate with this high level of achievement. These and all other aspects of the
executive directors’ remuneration during the year are set out in detail in the committee’s report that follows.

The committee also undertook a comprehensive and independent review of remuneration policy for the executive directors during 2004,
priar to seeking your approval for the renewal of the iong-term incentive plan at this year's AGM fresolution 23} As part of this ravigw. we
commissioned significant and wide-ranging academic research and sought the views of major shareholders in an effort 1o consider the fundamental
bases underlying our remuneration policies and practices. The depth and extensive nature of this review have meant that our pelicy and practices
are underpinned by a strong set of principles, which guide the committee’s deliberations. Full detaiis of these are set out in the report.

Measures of perforrance lie at the heart of any performance-based system and we have, with extensive advice and considerable time,
examined different apptoaches. While there is no perfect measure, we believe the selected quantitative and qualitative measures are the most
apprapriate for BP Given the inherent imperfections of any measure of performance, we also see the use of our judgement as an integra! part
of the process. We recognize that our relationship with you is built on trust, and we are clear that it is important for us to be transparent in our

explanatians to you of how we have reached decisions and exercised our discretion.

We have an excellent team of world-class executive directars leading the company. The remuneration decisions we have taken for 2004
appropriately reflect the high level of performance achieved during the year, The policy we have set cut for the tuture should continue to align
their remuneration with shareholders’ interests as well as to engage them in pursuing long-term shareholder value.

Yed o

Dr S Juliuz
Chairman elect, Remuneration Committea

Ll Naw..

Sir Ko Michalson
Chairman, Remuneration Committee
7 February 2005

The remuneration committee

Tasks The commitiee’s tasks are:

+ To determine on behalf of the board the terms of engagement
and rermureration of the group chief executive and the executive
directors and 1o report on those 1o the shareholders.

= To determine on behalf of the board matters of policy over which
the company has autherity relating to the establishment or operation
of the company’s pension scheme ot which the executive directors
are members.

+ To nominate on behatf of the board any trustees {or directors of

corporate trusteest of such scheme,

To monitor the policies being applied by the group chief executive

in remunerating senior executives other than executive directors.

Constiation and operation The committee members are all non-
exacutive directors. Sir Robin Nicholson (chairman), Mr Davis, Dr Julius,
Mr Knight and Sir lan Prosser were members of the commiitee
throughout the year, with Sir Tom McKillop and Mr Bryan joining them
in November 2004. Sir Robin Nicholson and Mr Knight will both be
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ratiring at the 2005 AGM and Dr Julius will become the committee
chairman. Each member is now subject to annual re-election as a
director of the company. The beard considers all committee members

to be independent (sea page 111). They have no personal financial
interest, other than as shareholders, in the committee’s decisions.

The committee met seven times in the period under review. There
was a full attendance record, except that Sir lan Prosser and Mr Knight
were each unable to attend one meeting. Mr Sutherland, as chairman
of the board, has attended all committee meetings.

The commitiee is accountable to shareholders through its annual
report on executive direciors’ remuneration. It will consider the
outcome of the vote at the AGM on the remuneration repert, and
the views of shareholders will be taken into account by the committee
in its future decisions. The committee values its dialogue with major
shareholders on remuneration matters.,

Agvice Advice is provided to the committee by the company
secretary's office, which is independent of executive management
and reports 10 the chairman of the board. Mr Aronsen, an independent
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consultant, is the commitiee’s secretary and special adviser.
Advice was also received from Mr Jackson [company secretary)

and Mrs Martin (senior counsel, company secretary's office).

The committee also appoints external professional advisers to
provide specialis advice and services on particular remuneration
matiers. The independence of advice is subject to annual review.

In 2004, the commiitee consulted three independent academics,
Michael Jensen, professor emeritus of Harvard Business School, and
professors Sir Andrew Likierman and James Dow, both of London
Business School, in connection with its fundamental review of
remunaration policy.

The commitiee appointed Towers Perrin as its principal external
adviser during 2004. Towers Perrin also provided limited ad hac
remuneration and benefits advice to parts of the group, mainly
comprising pensions advice in Canada, as well as providing some
market information on pay structures. The committee also appointed
Kepler Associates 1o advise on performance measurement. Kepler
Associates also provided performance data and limited ad hoc advice
on performance measurément to the group.

Freshfields Bruckhaus Deringer and Martin Moore, QC, have
provided lagal advice on specific matters te the committee.
Freshfields Bruckhaus Deringer also provided some legal advice,
principally overseas, to subsidiaries in the group.

Ernst & Young, in their capacity as auditors, reviewed the
calculations in respect of financial-based targets that form the
hasis of the parformancé-related pay for the executive directors.
They also provided audit, audit-related and taxation services 10
the group.

Lord Browne (group chief executive) was consulted gn matters
relating to the other axecutive directors who report 1o him and,
together with Dr Allen {group chief of statf), on matters relating
to the performance of the company. Neither was present when
matters affecting his own remuneration were considered.

Policy on executive directors’ remuneration

A key priority for the committee in 2004 has been its comprehensive

and indepandent review of all elements of remuneration policy for

exacutive directors prior to seeking specific shareholder approval

for renewal of the Executive Directors' Incentive Plan, which expires

in 2005, This wide-ranging review sought to address the fundamental

bases of the remuneration policies and plans for the executive
directors. 1t involved significant academic research as well as

seeking the views of plan participants, major sharehalders and

professional advisers. The committee focused on seeking to ensure
that, in determining remuneration policy, there is.a clear link between
the company’s purpese, the business plans and executive reward.

As part of its review, the committee develcped-the following key
principles to guide its policy:

* Policy for the remuneration of executive directors shall be
determined and regularly reviewed independently of executive
managament and will 5et the tone for the remuneration of other
Senior executives.

» The remuneration structure shall support and reflect BP's stated

The majority of the remuneration shall be linked to the achievement
of demanding performance targets that are independently set and

reflect the creation of long-term shareholder value.
+ Assessment of performance shall be gquantitative and qualitative
and shall include exercise of informed judgement by the
remuneration commitiee within a framewaork that takes account
ot sector characierstics and is approved by shareholders.
The committee shall be proactive in obtaining an understanding
of shareholder preferences.
+ Remuneration policy and practices shall be as transparent as
possible both for participants and shareholders.

hey policy decisions The committes then reviewed the existing

remuneration policies and plans against these principles and made

the following key policy decisions:

The overall quantum of remuneration and the general balance

between short-term and long-term elemenis are 10 be maintained,

Salary levels will continue 10 be reviewed regularly by reference

10 those in Europe-based top global companies and the US oil

and gas sector applying the committee’s judgement.

The tong-term incentives framework of the existing Executive

Dirgetors' Incentive Plan {(EDIP) remains sound, although some

changes to policy and application are now appropriate. Specific

shareholder approval is being sought for renewal of the EDIP
for a further five years.

* The share element of the EDIP will provide the long-term

performance-based component of the executive directors’

remuneration package. There is no current intention to make
further share options grants.

The majarity of the value previously attributed to share aptions

is to be redistributed to the share element, with the remainder

going to the annual bonus,

+ The measure of long-term performance for the share element
will be relative total shareholder return (TSR) compared with the
other cil majors over three-year periods, with underlying refative
performance also being assessed by the committee.

= A proportion of the share element for the current group chief

executive will be based on long-term personal leadership

measures.

To simplify the operation of the EDIP and increese transparency,

the share element will use performance shares rather than the

current performance units and multiples.

The performance shares will acerue dividends during the

performance period.

The current shareholding requirement for executive directors

is to be maintained at 5 x the director's base:salary, to ensure

alignment of their interests with those of shareholders.

= The current pension approach based on natienal policies is to
be maintained.

* The wider scene, including pay and employment conditions
elsewhere in the group, will be taken into account, especially
when determining annual salary increases.

Etemans ol romuneration The executive directors’ total remuneration
will continue to consist of salary, annual bonus, long-term incentives,
pensions and other benefits. This reward structure will be regularly
reviewed-by the.carnmittee to ensure that it is achieving its objectives.
In 2005, over threequerters of executive directors' potential direct
remuneration will again be performance-related (see iflustrative chart
on page 1181

purpose to maximize long-term shareholder value.
+ The remuneration structure shall reflect a just system of rewards
for the participants.
The overall quantum of all potential remuneration components
shall be determined by the exercise of informed judgement of
the independent remuneration committee, taking into account
the success of BP and the competitive global market,
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On.target remuneration ¢lements
8 Basa safary

O Performance-felated annual bonus
& Performance-related shate element

This chart redlects on-target values for annual bonus and share element.

Salary The commitiee expects io review salarias in 2005. In doing

so, the committee considers both Europe-based top global companies
and the US oil and gas sector; each of these groups is defined and
analysed by the committee’s independent external remunesation
advisers. The commitiee then assesses the market information

and advice and applies its judgement in setting the salary levels.

Annugl boris  Each executive director is eligible to participate in an
annual performance-based bonus scheme. The committee reviews
and sets bonus targets and leveis of eligibility annually.

For 2005, the target levet will be increased from 100% 10 120%
of base salary (except for Lord Browne, for whom, as group chief
executiva, it is considered appropriate 10 increase his 1arget from
110% to 130%). These increases reflect part of the value previously
attributed 1o the share option element of their remuneraiion packages.
In normal circumstances, the maximum payment level for substantially
exceading targets will continue to be 150% (165% for the group chief
executivg) of base salary, In exceptional circumstances, outstanding
performance may be recognized by bonus payments moderately in
excass of the 150% (and 165%) levels at the discration of the
remuneration committee. Sirmilarly, bonuses may be reduced wherg
the committee considers that this is warranted and, in exceptional
circumstances, bonuses can be reduced to zero.

The committee recognizes that i1 is responsible 1o shareholders
to use its discretion in a reascnable and informed manner in the best
interests of the company and that it has a corresponding duty 10 be
accountable and transparent as 1o the manner in which it exercises
its discretion. The committee will explain any significant exercise of
discretion in the subsequent directors’ remuneration report.

The key aim of the revised annual bonus is 1o ensure that it is
closely tied to the annual business plan and that it raflects short-term
deliverables towards the creation of long-term sharghalder value.

Executive directors’ annual bonus awards for 2005 will be based on
a mix of demanding financial targets, based on the company’s annual
plan and leadership objectives established at the beginning of the year,
in accordance with the following weightings:

50% financial measures from the annual plan principaily on

cash flow.

= 30% annuat strategic metrics and milestones taken from the
five-year group business plan. There is a wide range of measures,
including those relating to people, safety, environment, technolagy
and organization, as well as operational actions and business
deveiopment.

* 20% individual performance against leadership objectives and
living the values of the group which incomorates BP's code

of conduct.

In assessing the final outcome of the individual benuses each year,
the committee will also carefuily review the underlying performance
of the group in the context of the five-year group business plan, as well
as looking at competitar results, analysts’ reports and the views from
the chairmen of other BP board committees. All the calculations are
reviewed by the auditors.

Long-tern Incenvvas  Langterm incentives will continue to be
provided under the EDIR It will continue to have within its framework
three elemenis: a share element, a share option element and a cash
element. The committee does not currently intend 10 use either the
share option or cash elerments but, in exceptional circumsiances,
may to so.

Each executive director participates in the EDIP The committee’s
policy, subject to unforeseen circumstances, is that this shoutd
continue until the ECIP expires or is ranewed in 2010.

The committee’s policy continues 1o be that each executive director
should hold shares equivalent in value to % x the director's base salary
within five years of being appointed an executive director, This policy
is reflacted in the terms of the EDIP as shares awarded under the
share element will only be released at the end of the three-year
retention period {as described below) if the minimum shareholding
guidelines have been met.

1 Shara glemsnt The committee may make conditional share
awerds (performance shares) 1o executive directors, which will

only vest to the extent that a demanding performance condition
imposed by the committee s me1 at the eng of a three-year
perfermance period. As explained above, for 2005 and future

vears, the committee currently intonds that the share elemant alone
will provide the long-term performance-based component of the
executive directors’ package, and award levels have been adjusted
to reflect this.

Share element awards have been made in 2001 te 2004 inclusive
using performance units that may convert into ordinary shares at a
ratio of up 1o two shares for each performance unit (fuil details of
which are set aut on page 123). To simplify the operation of the plan
and increase transparency, the award of performance shares will,
for 2005 and future years, replace performance units. Vesting of
performance shares will be at 8 maximum ratio of one-forone.

This ¢change will not increase the value of the award levels or
make performance conditions easier to achieve.

The maximum number of performance shares that may be
awarded to an executive director in any ang year will be determined
at the discretion of the remuneration committee and will not nermally
exceed 5.5 x base salary and, in the case of the group chief executive,
7.5 x base salary.

In addition to the perfoermance condition described below,
the committee will have an overriding discretion, in exceptional
circumstances, 10 reduce the number of shares which vest (or
to provide that ne shares vest),

The shares which vest will normally be subject to a compulsory
retention period determined by the committee, which will not normally
be tess than three years. This gives executive directors a six-year
incentive structure, and is designed to ensure that their interests are
aligned with those of shareholdars. Where shares vest under awards
made in 2005 and future years, the executive director will receive
additional shares representing the value of reinvested dividends
on these shares.
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Timeline for 2006-2007 EDIP share element

+——— Performance periot «—es———ew——— Ratantion period ————=

Award Vesting ' Release
2006 2006 2007 2008 2009 2010 20

For share element awards in 2005, ihe performance condition
will relate ta BP's 101al shareholder return (TSR) performance against
the other oil majors (ExxonMobil, Shell, Total and ChevronTexaco)
over a three-year period. TSR is calculated by 1aking the share price
performance of a company over the period, assuming dividends
1o be reinvested in the company’s shares. All share prices will be
averaged aver the three months before the beginning and end of
the performance period and will be measured in US dollars. At the
end of the performance period, the TSR performance of each of
the companies will be ranked 1o establish the relative total rewrn
to shareholders over the period, Shares under the award will vest
as 10 100%, 70% and 35% if BP achieves first, second or third place
respectively; no shares will vest if BP achieves fourth or fifth place.

Extensive research was independenily commissioned by the
committes into alternative measures of business performance. After
careful review of the studies, the committee is satisfied that relative
TSR is the most appropriate measure of performance for BP's leng-
term incentives for executive directors as it best reflects the creation
of long-term shareholder value. Relative performance of tha peer group
is particularly key in order 1o minimize the influence of sectorspatific
effects, including ol price,

The committee is convinced that this comparator group, while
small, has the distinct advantage of being very clearly comprised
of BP's global competitors. Consultation with major shareholders
confirmed that this is the group already used by most of them, as
well as by management, in assessing BP's comparative performance.
The committee will have the discration to amend this peer group n
appropriate circumstances, for example, in the case of any significant
consolidations in the industry.

The committee is mindful of the possibility that a simple ranking
system may in some circumstances give rise 10 distorted results in
view of the broad similarity of the ol majors’ underlying businesses,
the small size of the comparator group and inherent imperfections
in measurement. To counter this, the committee will have the ability
to exercise discretion in a reasanable and informed manner to adjust
{upwards or downwards) the vasting level derived from the ranking
if it considers that the ranking does not fairly reflect BP's underlying
business perfermance ralative to the comparator group.

The exercise of this discretion would be made after a broad analysis
of the underlying health of BP's business relative to competitors, as
shown by a range of other measures including, but not limited to,
return on average capital employed, earnings per share growth,
reserves replacement and cash flow. This will enable a more
comprehensive review of long-term performance, with the aims of
tempering ancmalies created by relying solely on a formula-based
approach and ensuring that the objectives of the plan are met.

It is anticipated that the need to use discretion is mest likely to
arise where the TSR performance of some companies is clusiered,
so that a relatively small difference in TSR performance would
produce a major difference in vesting levels. In these cirgumstances,
the committee will have power 1o adjust the vesting level, normally

by determining an average vesting levei for the companies affected
by the clustering.

In line with its pelicy on transparency, the committee will explain
any adjustment to the refative TSR ranking in the next direciors’
ramuneration report following the vesiing.

The committee may armend the performance conditions if events
occur that would make the amended condition a fairer measure of
performance and provided that any amended condition is no easier
to satisfy.

For 2005, all executive direciors will receive performance share
awards on the above basis, over a maximum number of shares set by
reference to 5.5 x base salary. For awards under the shara glement in
future years, the commitiee may continue with the same performance
condition, or may impose a differant condition which it considers to be
no less demanding.

As group chief executive, Lord Browne is aligible for performance
share awards of up to 7.5 x base salary. The committee has
determined shat, while the largest part of this should relate to
the TSR measure described above, it is appropriate that a specific
part {up to 2 x base salary} should be based on long-ierm leadership
measures. These will focus on sustaining BP's financial, strategic
and organizational health and will include, but not be limited to,
maintenance ot BP's performance culture and the continued
development of BP's business sirategy, executive talent and internal
organization. As with the TSR part of his award, this part will be
measured over three-year performance periods.

Share element awards made in previous years

For ocutstanding awards of performance units made under the plans
for the periods 2002-2004, 2003-2005 and 2004-2006, the existing
performance conditions will apply for the three-year performance
periods in each of the plans. The primary measure is BP's shargholder
rgturn against the market {SHRAM), which accounts for nearly two-
thirds of the potential 10tal award, the remainder being assessed on
BP’s relative return on average capital employed (ROACE) and earnings
per share growth (EPS).

BP's SHRAM is measured against the companies in the FTSE
AllWorld Oil & Gas Index. Companies within the index are weighted
according to their market capitalization at the beginning of each
three-year period in order to give greatest emphasis to oil majors.
BP's ROACE and EPS growth are measured against ExxonMobit,
Shell, Total and ChevronTexaco. All calculations are reviewed by the
auditers to ensure that they meet an independent objective standard.
The relative position of the company within the comparator group
determines the number of shares awarded per performance unit,
subject to a maximum of twe shares per unit.

. Share option element The share option element of the EDIP
permits options to be granted to execulive directors at an exercise
price nc lowaer than the market value of a share at the date the
optien is granted. The committee does not currently intend to use
this element.

3, Casli elernony The cash element allows the committee to grant
long-term cash-based incentives. This element was not used during
the first five years of the EDIP and the committee would-only do
so in special circumstances.

Pensions  Executive directors are eligible to participate in the
appropriate pension schemes applying in their home countries.
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UK directars UK directors are members of the regular BP Pension
Scheme. Scherme members’ cora benefits are non-contributory.
They include a pension accrual of 1/60th of basic salary for each year
of service, subject to a maximum of two-thirds of finat basic salary;
and a dependant’s benefit of twa-thirds of the member's pension.
Benuses are not pensionable for UK directors. The scheme pension
is not integrated with state pension benefits.

MNormal retirement age is 60, but scheme members who have 30
of more years' pensionable service at age 55 can elect to retire early
without an actuarial reduction being applied to thair pension.

In accordance with the company's past practice for executive
directors who retire from BP on or after age 55 having accrued at
least 30 years’ service, Lord Browne remains eligible for consideration
for a payment from the company of an exgratia lump-sum
superannuation payment equal 1¢ cne year's base salary following
his retirement. All matters relating to such superannuation payments
are considered by the remuneration commitiee. Any such payment
would be additional 1o his pension entitlements referred to above.
No other executive director is eligible for consideration for a
superannuation payment on retirement, as the remuneration
committee decided in 1996 that appointees to the board after
that time should eease to be eligible for consideration for such
a payment.

The UK govermment has announced important proposals on pensions,

the impact of which will be reviewed further by the committee in 2005
in conjunction with studies being carried out by the company into the
wider effects of the new legislation for employees. The intention is that
the approach to the new legislation should be consistent for directors
and other employees. The committee will report further on the outcome
of these studies in the next remuneration report.

S dwactor Dr Grote as a US director participates in the US BP
Retirement Accumulation Plan {US plan}, which features a cash
balance formula. The cuirent design of the US plan became effective
on 1 July 2000.

Consistent with US 1ax regulations, pension benefits are provided
through a combination of tax-qualitied and non-qualified benefit
restoration pians, as applicable.

The Supplemental Executive Retirement Benelit (supplemental
plan is @ non-qualified top-up arrangement that became effective
on 1 January 2002 for US employees above a specified satary level.

The benefit formula is 1.3% of final average earnings, which
comprise base salary and bonus in accerdance with standard US
practice (as specified under the qualified arrangement) muitiplied
by years of service, with an offset for benefits payable under all other
BP qualified and non-qualified pension arrangements. This benefit is
unfunded and therefore paid from corporate assets.

Dr Grote s an eligible participant under the supplemental plan,
and his pension accrual for 2004 includes the total amount that
may become pavable under all plans.

Othar henafits

+ Benefits and other share schemes: Executive directors are eligible
1o participate in regular emplaoyee benefit plans and in afl-employes
share schemes, and savings plans applying in their home countries.
Benefits in kind are not pensionable.

+ Resettlement allowance: Expatriates may receive a resettiement
allowance for & limited period.

Service contracts

Caniract date Current salary

D"FCI‘.’F --------------------------------------------------------------------------------
Lord Browne 11 Novembar 1993 £1.415.600
D¢ D C Allen 29 January 2003 £420.000

1 C Conn 22 July 2004 £400,000
bi B E Grote 7 August 2000 £900,000
D1 & B Hayward 29 January 2003 £420,000

J A Manzoni 29 January 2003 £420,000
Divaczor basvirg the boand i 2004 s
AL Over 31 Dacamber 1997

The committee’s policy is for service contracts to expire at normal
retiremnent date and have a notice period of one year. All contracts
comply with this.

The service contracis of Dr Allen, Dr Hayward, Mr Manzoni and
Mr Conn may also be terminated by the company at any time with
immediate etfect on payment in lieu of notice equivalent to one year's
salary or the amount of salary that would have been paid if the cantract
had terminated on the expiry of the remainder of the notice period.

Dr Grote's service contraci is with BP Exploration {Alaska) Inc.

He is seconded to BP p.l.c. under a secondment agreement dated
7 August 2000 that had an unexpired term of three years at

31 December 2004. The secondment may be terminated by one
month's notice by either party and terminates automatically on the
termination of Or Grote's service contract.

There are no other provisions for compensation payable on early
termination of the above contracts. In the event of early termination
under any of the above contracts by the company other than for
cause {or under a specific termination payment provision), the relevant
director’s then current salary and benelits would be 1aken into account
in calculating any ligkility of the .company.

Since January 2003, the committee has included a provision in
new service contracts to allow for severance payments to be phased,
where appropriate 10 do so. It will also consider mitigation to reduce
compensation to a departing director, where appropriate te do so.

Historical TSR performance

This graph is included to meet a legislative requirement and shows
the growth in the value of a hypothetical £100 holding in BP p.l.c.
ordinary shares over five years relative to the FTSE 100 and to the
FTSE All World Qil & Gas Index. These are considered to be the most
relevant broad equity market indices for this purpose and the company
is 8 constituent of both indices.
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Information subject to audit

Annual , Non—mshbenallts E share Sharp

Salary penormance bonus ¢ & other emoluments Total Expecied H Actusl t o alement? oplion

i {thousand) litvousand) whousand) i Whousand) 1 award® value®:  award vatue®!  Ipertoim- element®
et enereen e jo20 20l 2000 04 B 0040 000 2004 | lshews sousard (taes) (housand | sncounis)  foptons)
Lord Browne  : £1,316 £1,382 | £1,882 £2.280 s £B2 | £3277 £3.744 | 356667  £1.905; 352750  £1457 | 634,447 1,500,000
Dr D C Allen ! pe7  £410 459 £615 1 £2 £11 0 £B28 £1,036 0 60,000 £320 0 62518 £258 i 1B8.235 275,000
1 ¢ Conn' Wa £2000 na  E300! e £42 na €542 i 51750 £276 | wa na i e n/a
Dr B E Grote $770 8841 i $1.001 $1.262 1 $17F $1.950 $2,703 ; 136,960 1,381 131,750 1,053 | 212669 345998
Or A 8 Hayward £367 €410 | €459 €615 €3 £36 | £B20 £1,061: 55125 £294 | 54,825 €226 | 188.235 275000
J A Manzoni® £367 £410 £477 6615  £34 £46 £878 £1.071) 60,000 £320 0 51,170 £2111 188,235 275,000
D"‘“[r" |r‘F‘rII‘K ]“3{; ‘rd I!\ IIBD" e iasassaanasesnssn mmmmansmnsmassnmrnsrn s agnnd AR PR E A YR amn mma s mm g mmd ek d EA LA AR AR NN EmmprEEEATESee e iliasas s
A L Olver' ‘570 £202 £741  £438°  f43 £a2 * £1.354 €772 ¢ 147.222 £786 | 144,500 £597 | na nfa

Amounts shown are in the currency received by exacutive directors, Annual banus is shown in the year it was earned.

®Gross award of shares based on a performance assessment by the remunaration committea and on tha other 1arms of the plan. Sutficien shares are sold to pay
10! tax applicable. Remaining shares are held in trust far current directors until 2008, when they ara relsased to the individual.
®Rased on cloging price of BP shares on 3 Fabruary 2005 (£5.34 per share/$60.49 per ADS)

“Based on average market price on date of award {£4.13 per share/$47.96 per ADS).

Yperigrmance units granted under the 2004-2006 share element of the EDIP are converted to shares at the end of the performance period. Maximum of two shares

par performance unit,

OPIIOHS granted in February 2004 have a grant price of £4.22 per share, Dr Grote holds options over ADSs; the above numbers reflect calculated equivalents.
! Reflacts remuneration raceived by Mr Corn since appointment as executive director on 1 July 2004,

°lncludes resettlamens afiowance for Dr Grote of $175,000, which expired in 2003.

"Mr Manzoni also recsived compensation of £50,000 in 2004 relating 10 expatriata costs prior o his appeiniment as an exegutive direcior.

i Amounts for Mr Olver reflect the pericd unti! his retiremeant on 1 July 2004,

2004 actual remuneration elemeants
W Base salary

B Performance-related anrnual bonus

[1 Performance+elated long-term incentives
include a share alamant and share options

This chart reflects the average mix of total remuneration received by
executive directors in 2004 and includes actual salary, bonus and share
element award as well as a Black Scholes value of options granted.

Salery Following a review of appropriate comparater groups of
Europe-based top global companies and the WS oil and gas sector,
base salaries for Lord Browna, Dr Alten, Dr Hayward and Mr Manzoni
were increased by 5% per annum with effect from 1 July 2004,
On his appointment to the board in 2004, Mr Conn's salary was
determined by reference to the same comparater groups.

In deciding upon these new salary levels the committee applied
its judgement, taking into account the modest market movements
in Europe and the US and the fact that no salary increases had been

received by the three executive directors appointed in February 2003
since that time.

Dr Grote's salary was increased in the context of the comparative
market intormation by approximately 15% with effect from 1 July 2004
10 reflect his expanded senior role following the retirement of Mr Olver.

Annual hanus  Fifty per cent of the annual bonus awards for 2004 is
based on a mix of financial targets {primarily cash from operations) and
50% is based on long-run metrics and wide-ranging milestones that
drive performance improvement and measure the continuing delivery
of strategy (including production and sales levels, efficiency, cost
management, businass development, project delivery and technology
progress). All the targeis were established at the beginning of the year
by the remuneration committee. 2004 was an extremely goaod year.
The group met or exceeded its annual plan in all material respects. The
prirary financial target, cash from operations, was exceeded. All the
key metrics and milestones were delivered, along with some notable
successes in relation to Russia and exploration in Egypt and the Gulf
of Mexico. Assessment of all the results, including those on people,
safely, environment and organization, resulted in awargs of 150% of
salary for the executive directors. The committee determined that, given
the year's excellent performance, it was appropriate that Lord Browne
receive 165% of salary, reflecting his higher bonus target level. All
calculations have been reviewed by the auditors.
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Share options

Market price Date from
ai date of which st )
Cpuon ypg At 1 Jan 2004 Granted Exarcised  A131 Dec 2004 Cption price prercise exarcisable Exprrvﬁale
Lord Browne SAYE 4,550 - - 4,550 £3.50 - t Sept 2008 28 Feb 2009
EDIF 408,522 - - 408,522 £5.99 - 15 May 2001 15 May 2007
EDIP 1,269,843 - - 1,269,843 £5.67 - 19 Feb 2002 19 Feby 2008
EDIP 1,348,032 - - 1,348,032 £6.72 - 18 Feb 2003 18 Feb 2009

17 Febo 2004 17 Feb 2010
25 Feb 2011

15 May 2010
23 Feb 2004 23 Feb 2011
18 Feb 2005 18 Feb 2012
17 Feb 2004 17 Feb 2010
25 Feb 2005 25 Feb 2011

1,348,032 1,348,032

25 Feb 2005

Dr B E Grote® SAR 40,800 - 40,800 - 25 Mar 1997 25 Mar 2004
SAR 35,600 - 35.600 - 28 Feb 1988 28 Feb 2008
SAR 35,200 - - 35.200 6 Mar 1993 6 iar 2006
SAR 490,000 - 40,000 28 Feb 2000 28 Feb 2007
BPA 10,404 - 10,404 15 Mar 2000 14 Mar 2009
BPA 12,600 - - 12,600 28 Mar 2001 27 Mar 2010
EDIP 40,182 - - 40,182 19 Feb 2002 19 Feb 2008
EDIP 58,173 - - 58,173 18 Feb 2003 18 Feb 2009
EDIP 58,173 - - 58,173 17 Feb 2004 17 Feb 2010
EDIP - 58,333 - 58333 25Feb2005 25Feb2011
Dr A B Hayward SAYE 3,302 - - 3,302 1Sepi 2006 28 Fab 2007
EXEC 34,000 - - 34,000 15 May 2003 15 May 2010
EXEC 77,400 - - 77,400 23 Feb 2004 23 Feb 2011
EXEC 160,000 - - 160,000 18 Feh 2005 18 Fab 2012
EDIP 220,000 - - 220,000 17 Feb 2004 17 Feb 2010
EDIP - 275,000 275,000 25 Feb 2005 25 Feb 2011
J A Manzoni SAYE 750 - 750 - 1 Sepi 2004 28 Feb 2005
SAYE 878 - - 878 1Sept 2007 28 Feb 2008
SAYE 2,548 - - 2,648 1 Sepi 2008 28 Feb 2009
SAYE - 847 - 847 1 Sept 2009 28 Feb 2010
EXEC 12,000 - - 12,000 28 Feb 1998 28 Feb 2005
EXEC 34,000 - - 34,000 15 May 2003 15 May 2010
EXEC 72,250 - - 72,250 23 Feb 2004 23 Feb 201
EXEC 175,000 - - 175,000 18 Feb 2005 18 Feb 2012
EDIP 220,000 - - 220,000 17 Feb 2004 17 Feb 2010
- 275,000 - 275,000 25 Feb 2005 25 Feb 2011
el iy 700k
1,060% - 1,050 - £4.50 £5.04 1Sept2004 28 Feb 2005
1,358° - - 1,355 £4.98 - 1Sept 2005 2B Feb 2006
1,456° - - 1,456 £3.50 - 1Sep12008 2B Feb 2009
- 1,186 - 1,186 £3.86 - 1Sept 2008 28 Feb 2010
s00? - - 900 £5.67 - 23Feb2004 23 Feb 20M
71,3508 - - 71,350 £5.67 - 23Feb2004 23 Feb20M
4,356% - - 4,356 £5.72 - 18 Feb 2005 18 Feb 2012
EXEC 125,6447 - - 125,644 £5.72 - 18Feb 2005 1B Feb 2012
EXEC 160,000° - - 160,000 £3.88 - 17 Feb 2006 17 Feb 2013
EXEC 126,000" - - 126,000 £4,22 - 25Feb2007  25Feb2014
Dirsrint teaving the bourd in 2004
R L Olver SAYE 2,642 - - 2,642° £3.50 - 1 Sept 2006 28 Feb 2007
EDIP 71.847 - - 71.847¢ £5.89 - 15May 2001 15 May 2007
EDIP 280,319 - - 280,319¢ £5.67 - 19Feb2002 18 Feb 2008
EDIP 370,956 - - 247,304%¢ £5.72 - 18Feb 2003 18 Feb 2009
EDIP 370,956 - - 123,652%4 £3.88 ~ 17 Feb2004 17 Feb 2010
EDIP - 400,000 - -+d £4.22 - - -

The closing market prices of an ordinary share and of an ADS on 31 December 2004 were £5.08 and $58.40 respectively, During 2004, the highest marke1 prices
were £5.56 and $62.10 respectively, and the lowest market prices were £4.13 and $46.65 respecively.
EDIP = Exgcutive Diractors’ Incentive Plan adopted by shereholders in April 2000 as described on pages 118-118. The grants were made taking into consideration
the ranking of the company’s TSR against the TSR of the FTSE Global 100 group of companias over the three-year period prior to the grant.
BPA = BP Amaco share option plan, which applied 1o US executive directors prior 1o the adopticn of the EDIP
SAR = Stock Appreciaticn Rights under BP America Inc. Share Appreciation Plan. In keeping with the US market practice, nong of the options under the BPA and
SAR is subject 10 performance conditions because they were granted undear American plans 10 the relevant individuals.
SAYE = Save As You Earm employee share option scheme. These options are not subject to performance conditions because this is an all-employee share schame
governed by spacific tax legisiation.
EXEC = Exacutiva Share Oplion Scheme. These options were granted 1o the relevant individuals prior 10 their appeinimens as directors and are not subject to
performance conditions.

"Numbers shown are ADSs under option. One ADS is equivalert 10 six ordinary shares.

B0n appointment 1o the board of BP p.l.c. on 1 July 2004,

“0On leaving the board of BP p.Lc. on 1 July 2004.

4Remaining options after dedustion of those that lapsed on retirement.
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Share element of EDIP and Long Term Performance Plans (LTPPs) growth. BP's three-year SHRAM was measured against the companies
Under the share element of the EDIP and the Long Term Performance in the FTSE AllWarld Qil & Gas Index. Companies within the index
Plans, performance units were granted a1 the beginning of the three- are weighted according to their market capitalization at the beginning
year period and converted into an award of shares at the end of the of each three-year pericd in order to give greatest emphasis io oil
period, depending on performance. There is a maximum of two shares majors. BP's ROACE and EPS were measured against ExxonMobil,
per performance ynit. For 2005 and future years, a different grant Shelt, Total and ChevronTexaco. Based on a performance assessment
mechanism will apply {as described on page 118). of 75 points out of 200 (0 for SHRAM, 50 for ROACE and 25 for EPS
For the 2002-2004 share element of tha EDIP and the LTPPs, BP's growth}, the commitiee expects 10 make awards of shares to execulive
performance was assessed in terms of SHRAM, ROACE and EPS directors as highlighted in the 2002-2004 lines of the table below.

Share element of EDIP and LTPFs

Shuo elemont/LTPP interests Interests vested in 2004

Market price f Porformance units® H
ol each share H Market price
Date of a1 date of grant | B Numbar q! sach shaie
gant ot of parformance | : of oriinaty at share
Panormanoe parformance units ; ALl Jan Granted A1 Dec shaies Shace pward awacd date
SO ... SO .. DO f,m’ .................................. 000 | aeawcedt . e ..
Lotd Browne 2001-2003 19 Feb 2001 : 415,000 - - 352,750 12 Feb 2004
2002-2004 18 Feb 2002 i 475,556 - 475,556 | 356,667 expected award Feb 2005
2003-2005 17 Feb 2003 96 : 632,512 - 632512 : - - -
e 200472006 25Fsb2004 4250 - 834447 BT e e o
Dr D C Allen 2001-2003 12 Mar 2001 i 73,550 - - 62,518 12 Fab 2004 413
2002-2004 6 Mar 2002 .99 ¢ 80,000 - 80,000 ; 60,000 expected award Feb 2005
20032005 17 Feb 2003 86 ¢ 197,044 - 197,044 | - - -
SOV 2004-2006  25Feb2004 L ABB T BRI VBB3S ettt s e -
Dr B E Grote 2001-2003 19 Fab 2001 B0 ¢ 155,000 - -1 131,750 12 Feb 2004 413
2002-2004 18 Feb 2002 73 182,613 - 182,613 : 136,960 expacted award Feb 2005
2003-2005 17 Feb 2003 .96 ! 233.638 - 33,6238 - - -
s 20042008 | O5FeD2004 8280 - 212669 V2890 - = -
Dr A B Hayward® 2001-2003 12 Mar 2001 88 | 84,500 - - 54,825 12 Feb 2004 4.3
2002-2004 & Mar 2002 99 @ 73,500 - 73,500 | 66,125 expected award Feb 2005
2003-2005 17 Feb 2003 96 i - - - -
_______________________ 2004-2006  25Feb2004 42
J A Manzoni® 2001-2003 12 Mar 2001 88 | H 51,170 12 Feb 2004 4.13
2002-2004 & Mar 2002 .99 80,000 - 80,000 : 60,000 axpected award Feb 2005
2003-2005 17 Fab 2003 96 ¢ 197,044 - 197.044 ; - - -
2004-2006 25 Feb 2004 25 - 188.23% 188,235 | - - -
2001—2003 12 Mar 2001 5.88 ¢ 60,2007 - -1 §1,170 12 Feb 2004 4,13
2002-2004 6 Mar 2002 5.99 ; 69,0008 - 69,000 : 51,750 expected award Feb 2005
2003-2005 17 Feb 2003 3.96 81,000% - 51,000 : - - -
2004-2006 25 Feb 2004 4.25 | - 91,000 91,000 - - -
E“I nun]r‘ V‘ ?UL}’ I m e e e e E e e A e AR 4 S e B BB e s e R A EA RS s N e s e e e N R s e s AR == s kA4 Rl swey e mANAlEAAEE AR A AETLaimamEEiEmEE— S Am e eh
2001-2003 19 Feb 2001 5380 ! 170.000 - -1 144,500 12 Feb 2004 413
2002-2004 18 Feb 2002 573 ; 196,296 - 196.296' ' 147,222 expected award Feb 2005
2003-2005 17 Feb 2003 3.96 274,138 - 274,138" - - -
Fast duecton:
R F Chase 2001-2003 15 Feb 2001 5.80 205,000 - - 174,250 12 Feb 2004 413
2002-2004 18 Feb 2002 573 237,037 - 237,037 : 177,778 expected award Feb 2005
______________________ 2002-2004 13Mar2002 = 67: 0 3484 0 - 0348994 : 26245 ~  expacted award Feb 2005
D1 JG S Buchanan 19982000 5 Feb 1988 405 159,000 - ; 3514539 12 Feb 2004 4.3
2001-2003 19 Feb 2001 5.80 165,000 - H 140,250 12 Fab 2004 413
2002-2004 18 Feb 2002 5.73 : 192,593 - 192,593 | 144,445 expected award Feb 2005
______________________ 2002-2004 13 Mar 2002 6.7 ! 28433 0 - 28,433 ; 21,325 expected award Feb 2005
W D Ford 2001-2003 19 Feb 2001 5.80 | 170,000 - - 144,500 12 Feb 2004 413

9Dr Allen, Dr Hayward and Mr Manzaoni continue te have performanca units for the parformance periods 2001-2003 and 2002-2004 granted undar LTPPs,
and Mr Conn for tha periods 2001-2003 to 2004-2006 inclusive. They are not required to refinquish these rights, which were granted prior to their appoiniments
85 exaculive directors, All other units were granted under the EDIP as explained on pages 118-119. BP's performance is assessed against the oil seciar.
For 1898-2000, BP's SHRAM was measured against ExxonMobil, Shell, Total and ChevronTexaco. For 2001-2003, BP's SHRAM, ROACE and EPS growth
werg measured against ExxonMobil, Shell, Total, ChevronTexace, EMI and Repsol. For 2004-2006, BP's SHRAM is measured against companies in the
AllwWorld Qil & Gas Index and BP's ROACE and EPS growth against ExxenMobil, Shell, Total and ChevronTexaco. Each performance period ends on
31 Decambes of the third year.
"Represants numbe of performance units, each having 8 maximum potantial of two shares dapending on performance.
cReprasents awards of shares mada or expecied 1o be made at the end of the relavant performance pariod based on performance achisved undar rules of the plan.
®Dr Hayward and Mr Manzoni elected to defer to 2005 the determination of whethe: LTPP awards should be made far the 1988-2001 perfermance period.
As this period ended prior 10 their appointment as directors, the expected awards aze not included in the table,
°Cn appointment to the board of BP p.l¢. on 1 July 2004,
! On leaving the board of BP p.l.c. on 1 July 2004.
9Dr Buchanan elected 10 defer 10 2004 the determination of whether an award should be made fos 1the 1898-2000 period. This number includes dividends.
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Pensions
"""""""""""""""""""""""""""""""""""""""""" it iaionaporion. T rustm ot ansiava st amoanel BARs
Senvice 81 penskin antitlemsn: earnad duting the year accrued benefir® accrued benefr®  contnbutions made by
31 Dec 2004 8t 31 Dec 2004 ended31Dec2004 8131 Dec2003ph at31Dec2004 IB] the dusclorin 2004
38yaars£‘944 545 £13,921 £15,189 £1,268
D1 O C Allen {UK) 26 ysars e 15  r2.089  Eem4 5
1ok | deyears 7 eSO gess ey 368
Dr B E Groto (U8) Dyears o Ses S msa $5529 .85
DFABHayward UK 23years geg £18 O F1967 £2285  F288
JA Manzoni UKE A years gaag T f1a TE1.38 £1,505 £200
eirang the begrd in 200 L TS T T RS
& L Olver IUK)bS'IyearsESSO— 662?1 ) £8,098 £2,827
2Transfer values have been calculated in accordance with version 8.1 of guidance note GN11 issued by the actuarial profession.
BMr Olver retired on 1 July 2004 and elected 10 take a lump sum of £905, 184 in lieu of part of his entilement, The figures in the table include the allowance
{or this lemp sum.
Past directors Mr Chase’s consultancy io BP in relation to the TNK-BP transaction
Following his retirement irom BP p..c.. Mr Olver was appointed on ended in May 2004 and he left the board of TNK-BP Limited in March
i July 2004 as a consultant to BP in refstion to its activities in Russia. 2004, Under the consultancy agreement, he received $250,000 in
He had previously been appointed as a BP-nominated director of 2004 and as a director, deputy chairman and chairman of the audit
TNK-BF Limited, a joint venture company owned 50% by 8P committee of TNK-BP Limited he received $30.000 in fees from
effective 20 April 2004. Under the consultancy agreement, he that company.
received £150,000 in fees in 2004 and, as a dgirector, deputy chairman Long-term awards for both former directors of BP p.l.c. are
and chairman of the audit committee of the joint venture company, in accordance with scheme rules and are outlined in the table on
he received $90,000 in fees from TNK-BP Limited. page 123.

Pari 2 — Nonh-axecutive directors’ remunaration + Non-executive directors should be encouraged to establish
a holding in BP-shares broadly related to one year's base fee,

Palicy on nen-executive directors’ remuneration 10 be held directly or indirectly in 8 manner compatible with
The board sets the level of remuneration for all non-executive directors their personal investment activities, and any applicable legal
within the limit approved from time to time by shareholders. In line and regulatory requirements.
with BP’s governance policies, by the remuneration of the chairman is
sel by the board rather than by the remuneration committee, since the Elements of remwneration
performance of the chairman is a matter for the board as a whole Non-executive directors’ pay comprises cash fees, paid monthly,
rather than any one committee. with increments tor positions of additional responsibility, reflecting
The board has adopted the following policies to guide its current additicnal worklcad and conseguent potential liakility, For all non-
and future decision-making with regard 10 non-executive directors’ executive directors, except the chairman, a fixed sum allowance
rermuneration. is paid for transatizntic travel undertaken for the purpose of
» Within the limits set by the shareholders from time 1o time, attending a board or board-committee meeting. In addition, non-
remuneration should be sufficient to attract, motivate and executive directors receive reimbursement of reasonable travel
retain world-class non-executive talent. and related business expenses. No share or share option awards
* Remuneration of non-executive directors is set by the board and are made 1o any non-executive director in respect of service on
should be proportional to their contribution towards the interests the board.
of the company.
= Remuneration practice should be consisient with recognized Letters of appointment
best-practice standards for nen-executive directors’ remuneration. Nen-executive directors have letters of appointment, which recognize
* Remuneration should be in the form of cash fees, payable monthly. that, subject to the Articles of Association, their service is at the
* Non-executive directors should not receive share options from discretion of the shareholders. All directors stand for re-election
the company. at each annual general meeting.
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Non-executive directors’ annual fee structure

The fees paid to non-executive diractors are set by the board within the
limit set by shareholders in accordance with the Articles. Shareholders
approved an increase to this limit at the 2004 AGM. All fees are fixed
and paid in pounds sterling. Fees payable 1o non-executive directors
were last adjusted during 2002.

e, L thOUSENG
Chairman 390°
Deputy chairman BsP
Board member 85
Committee chairmanship fee 15
Transatlantic attendance allowance® 5

®The chairman is not eligible for committee chairmanship fees or wransatlantic
attendance allowance but has the use of a fully maintained olfice for company
business and a chauffeurad car.

BThe deputy chairman receives a £20,000 incremant on top of the standard
board fee. In addition, he is eligible for commiiiee chairmanship fees and the
transatlantic attandence allowance. The daputy chairman is currenily chairman
of the audit committea.

© This allowance is payable to non-executive directors undertaking transatlantic
traval for the purpose of attending a'board meeting or board commitiee meeting.

Long-term incentives {residual)

The table in the right-hand column sets out the residual entitierents
of non-executive directors who were formerly non-executive directors
of Amoco Corporation under the Amoco Non-Employee Directors’
Restricted Stock Plan.

Information subject to audit

ion of non-executive directors € thousand
L L2004 003
J H Bryan 100 95
A Burgmans® 53 nfa
E B Davis, Jr 108 90
Dr D S Julius 75 80
C F Knight 0 g5
Sir Tom McKillop® 38 nfa
Dr W E Massey 1186 110
H M P Miles 75 B0
Sir Robin Nicholson? 90 95
Sir lan Prosser 110 118
P D Sutherland 390 380
W B Wilson 95 95
ﬂuc« I 'lﬂ-—:vli"} lI b UT(I |l\ Il]l ki easararaiorraEoaaas e .
F A Maljers® e T Tee

° Appolmed on & February 2004.
Appomted on 1 July 2004,

¢ Alsa received E600 in 2003 for serving as a direcicr of BP Pension Trustees
lened These fees are no longer payable to BP non-executive directors.
9 Also received £20,000 aach year for serving as the board's representative
oan the BP technology advisory council.

® Retired at AGM on 15 April 2004,

by
o

Amoco Non-Employee Directors’ Restricted Stock Plan

Non-executive directors of Amoco Corporation were allocated
restricted stock in the Amoco Non-Employee Directors’ Restricted
Stack Plan by way of remuneration for their service on the board of
Amoco Corporation prior to its merger with BP in 1998. On mergey,
interests in Amoco shares in the plan were converted into interests

in BP ADSs. Under the terms of the plan, the restricted stock will vest
upon the retirement of the non-executive director having reached age
70 or upon eadier retirement at the discretion of the board, Since the
merger, no further entitlements have accrued to any direcior under the
plan. These residual interests require disclosure under the directors’
remuneration report regulations 2002 as interests in a long-term
incentive schema.

Interast in BP ADSs Date on
at 1 January 2004 and which directos
31 Dscamtmr ZOOd

JHBryan 5546 5 October 2006
E B Davis, Jr 4,490 5 August 2014
Dr W E Massey 3,346 5 April 2008
M H Wilson 3.170 4 Novernber 2007
I'Jlr- 2100 fedar g the board e 2002
FA Mal]ers‘ 2,906 12 August 2003

& No awards were granted and no awards lapsed during the year,

b For the purposes of the regulations, the date on which the director retires
frorn the board at or after the age of 70 is the end of the qualifying pericd.
1f the direcior retires prior (o this date, the board may waive the restrictions.

S Mr Maljers retired from the board on 15 April 2004 and, in accordance with

tha terms of the plan, his awards vested on that date {whan the BP ADS
closing price was $54.16) without payment by him, These awards over
BP ADSs derived from awards over Amoco shares granted batween

26 April 1594 and 28 April 1988. The awards were granted over Amoco
stock prior 10 the merger but their notional weighted average market
value a1 the date of grant (applying the subseguent merger ratio of
0.66167 of a BP ADS for avery Amoco share) was $27.87 per BP ADS.

Superannuation gratuities

In"accordance with the company’s long-standing practice, non-
exacutive directors who retire from the board after at least six years'
service:are, at the time of their retirement, eligible for consideration
for a superannuaticn gratuity. The board is authorized 1o make such
payments under the company’s Articles. The amount of the payment
is determined at the board's discretion (having regard to the director'’s
period of service as a directer and-other relevant factors).

In 2002, the board revised its policy with respact to such payments
so that: (i) non-executive directors appointed to the board after 1 July
2002 would not be eligible for consideration for such a payment: and
(i} while nor-executive directors in service at 1 July 2002 would remain
eligitle far consideration for a payment, service after that date would
not be taken into account by the board in considering the amount of
any such-payment.

The board made ne superannuation gratuity payments during
the year,

This directors’ remuneration report was approved by the board
and signed on its behalf by David J Jacksen, company secretary,
on 7 February 2005.



Board of directors

Executive directors

| The Lord Browne of Madingley, FREng
Group Chiel Execuiive

Lord Browne (56) joined BP in 1966 and
subsequently held a variaty of exploration and
production and finance posts in the US, UK
and Canada. He was appointed an executive
director in 1991 and group chief executive in
1995, He is a non-executive director of Intel
Corporation and Goldman Sachs. He was
knighted in 1998 and made a lite peer in 2001.

2 Dr D CAllen, Group Chiaf of Staff

David Allen (50} joined BP in 1978 and
subsequently undertook a number of corporate
and exploration and production roles in London
and New York. He moved to BP's corporats
planning function in 1986, becoming group
vice president in 1299, He was appointed an
executive vice president and group chief of
staff in 2000 and an executive director of BP
in 2003.

31C Conn, Group Exacutive Cfficer,
Strategic Hesources

lain Conn (42) joined BP in 1986. Fellowing

a variety of roles in oil trading, refining,
commercial marketing, exploration and
production, in 2000 he became group vice
president of BP's refining and marketing
business, From 2002 to 2004, ha was

chief executive of petrochemicals. He was
appeinted group executive officer with a range
of regional and functional responsibilities and
an executive director in July 2004. He was
appointed 1o the board of Rolls-Royce Group
ple in January 2005.

4 Dr B E Grote, Thief Financial Otficer

Byron Grote (56) joined 8P in 1987 following
the acquisition of The Standard Oil Company
of Chic, where he had worked since 1979. He
became group treasurer. in 1992 and in 1994
regional chief executive in Latin America. In
1899, he was appointed an executive vice
president of exploration and production, and
chief executive of chemicals in 2000, He was
appointed an executive diractor of BP in 2000
and chief financial officer in 2002.

5 Dr A B Hayward, Chief Exacutive,
Exploration and Production

Tony Hayward 147) joined BP in 1982,

He became a director of exploration and
production in 1997, the segment in which
he had previously held a series of roles.
In 2000, he was made group treasurer and
an-executive vice president in 2002. He
was appointed chief operating officer for
exploration and production in 2002 and an
executive director of BP in 2003. He is a
non-executive director of Corus Group.

8 J A Manzoni, Chief Executive,

Refining and Marketing

John Manzoni (45) joined BP in 1983, He
became group vice president for European
marketing in 1989 and BP regional president
for the eastern US in 2000. In 2001, he became
an executive vice president and chief executive
for gas and power. He was appointed chief
executive of refining and marketing in 2002
and an executive director of BP in 2003. He

is & non-executive director of SABMIiller pic,

Non-executive direciors

7 P D Sutherland, KCMG

Chairman

Peter Sutherland (58) rejoined BP's board in
1985, having been a non-executive director
from 1990 to 1993, and was appointad
chairman in 1997, He is non-executive
chairman.of Goldman Sachs International and
a non-executive director of Investor AB and
The Royal Bank of Scotland Group plc.

Chairman of the chairman’s and nomination
committees

8 Sir tan Prosser, Dgputy Chairman

Sir fan (61} joined BP's board in 1987

and was appointed non-executive-deputy
chairman in 1999, He retired as chairman of
interContinental Hotels Group PLC, previously
Bass PLC, in 2003. He was & non-executive
director of The Boots Company from 1984 to
1996, of Lloyds Bank PLC from 1988 to 1995
and of Lloyds TSB Group PLC from 1995 to
1992. In 1999, he was appointed a non-
executive director of GlaxaSmithKline and in
2004 he was appointed a non-exacutive
director of Sara Lee Corporation.

Member of the chairman’s, nomination and
remunaration cormmittees and chairman of
the audit committee



S JH Bryan

John Bryan (68} joined BP's board in 1998,
having previcusty been a director of Amoco.

He serves on the boards of General Motors
Corporation and Goldman Sachs. He retired as
chairman of Sara Lee Corporation in 2001, He
is chairman of Millennium Park Inc. in Chicago.

Mamber of the chairman’s, remunaration and
audit committeas

10 A Burgmans

Antony Burgmans (58} joined BP's board in
2004. He was appointed to the board of
Unilever in 1991. In 1998, he becamae chairman
of Unilever NV and vice chairman of Unilevar
PLC. He is also a member of the supsrvisory
board of ABN AMRO Bank NV

Member of the chairman’s and ethics and
environment assurance cComimitteas

11 € B Davis, Jr

Erroll B Davis, Jr (60) joined BP's board in
1898, having previously been a director of
Amoco. He is chairman and chief executive
officer ¢f Alliant Energy, a member of the
advisory board of the Federal Reserve Bank
of Chicago and a non-executive director of
PPG Industries, Union Pacific Corporation
and the US Olympic Committee.

Member of the chairman’s, audit and
remuneration commitiees

12 © J Flint

Douglas Flint [49) joined BP's board in
January 2005, He trained as a chartered
acceuntant and became a partner at KPMG
in 1988. In 1995, he was appointed group
finance director of HSBC Holdings plc. He is
chairman of the Financial Reporting Council’s
review of the Turnbull Guidance on Internal
Control. Betwesn 2001 and 2004, he served
on the. Accounting Standards Boeard and

the advisory council of the Internaticnal
Accounting Standards Board.
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13 Dr D S Julius, CBE

DeAnne Julius {55) joined BP's board in 2001.
She began her career as a project economist
with the World Bank in Washington. From
1986 until 1997, she held a succession of
paosts, including chief economist at British
Airways and Royal Dutch Shell Group. From
1997 10 2001, she waes a full-time member of
the Monetary Policy Committee of the Bank of
England. She is chairman of the Royal Institute
of International Affairs and a non-executive
director of Lioyds TSB Group PLC, Serco and
Roche Holdings SA.

Member of the chairman’s and remuneration
commitiess and chairman elect of the
remuneration cormmitieg

14 C F Knight

Charles Knight (69} joined BP's board in 1987.
He was employed by Lester B Knight and
Associates of Chicago, consulting enginaers,
from 1961 to 1973, In 1972, he joined
Emerson Electric Co., became chaitrman

in 1974 and retired.in 2004, He'is a non-
executive director of Anheuser-Busch, Morgan
Stanley Dean Witter, SBC Communications
and IBM.

Member of the chairman’s and remuneration
committees

15 SirTom MeKillop

Sir Tom McKillop (81) joined BP's board in
July 2004. Sir Torn was appointed chief
executive of AstraZeneca PLC after the
mergar of Astra AB and Zeneca Group PLC
in 1998. He was a non-executive director
of Lloyds TSB Group PLC until 2004 and

is chairman of the British Pharma Group.

Member of the chairman’s and remuneration
committees

1G DrW E Massey

Walter Massaey (66) joined BP's board in 1998,
having previously been a director of Amoco.
He is presidant of Morehouse College, a
non-executive director of Motorola, Bank of
America-and McDonald's Corporation and

a member of President Bush's Council of
Advisors on Science and Technology.

Member of the chairman’s and nomination
committoes and chalirmman of the ethics and
environment assurance committee

17 H M P Miles, OBE

Michae) Miles (68) joined BP's board in 1994.
In 1888, he became an executive director

of John Swire & Sons Ltd. He was chairman
of Swire Pacific between 1984 and 1988. He
is chairman of Schroders plc, nonexecutive
chairman of Johnson Matthey Plc and a
direcior of 8P Pension Trusiees Ltd.

Member of the chairman's, audit and ethics
and environment assurance Committees

18 Sir Robin Nicholson, FREng, FRS

Sir Robin {70) joined BP's board in 1987.

He represents the board on the BP technology
advisory council. In 1976, ha became
managing director of Inco Europe Limited.

He was chief scientific adviser in the Cabinet
Office from 1981 1o 1985. Between 1986

and 1996, he was an executive director of
Pilkingten. He is g hon-executive director of
Rolls-Royee Group ple.

Member of the chairman's and nomination
committeas and chairman of the remuneration
commitiee

15 M H Wilson

Michael Wilson (67) joined BP's board in 1988,
having previocusly been a director of Amoco,
He was a member of the Canadian Parliament
from 1979 to 1583 and held various ministerial
posts, including Finance, Industry, Science,
Technology, and International Trade. He is
chairman of UBS Canada and a non-executive
director of Manufacturers Life Insurance
Company. He is an Officer of the Order of
Canadla.

Member of the chairman’s, audit and sthics
and environment assurance comrmittees

Changes to the board

Floris Maljers retired on 15 April 2004, Cn

1 July 2004, Dick Clver retired, lain Conn was
appointed an executive director and Sir Tom
McKiliop was appointed. a non-executive
director. Dougias Flint was appointed a non-
executive director on 1 January 2006,

Company secretary

David Jackson (52} was appeinted company
sacretary in 2003. A solicitor, he is a member
of the Listing Authorities Advisory Committee
and a director of Business in the Community.



Shareholdings and Annual General Meeting

Register of members holding BP ordinary shares as at 31 December 2004

Range of holdings
201 - 1,000

1,001 - 10,000
10,001 - 100,000
100,001 - 1,000,000
Over 1,000,0007

Percentage Percentage

MNumber ot of 1o1al ot total share
OO PRSS ORI shareholders  sharsholders capnal

59,200 1713 o.M

132,09 38.22 o

138,359 40.04 1.96

13,764 3.98 1.3

1,300 0.38 2.15
et 867 .02 9426

345,581 100.00 100.00

®Includes JPMorgan Chase Bank. holding 32.50% of the total shara capila! as the approvad depositary for ADSs, a breakdown of which is shown in the table befow.

Register of holders of American depositary shares as at 31 December 2004*

Range of hgldings

201 - 1,000

1,001 - 10,000
10,001 - 100,000
100,901 - 1,000,000
Over 1,000,000°

Peicentage Parcantage
Number of of total of total

ettt ADSholders  ADShokers | ADSs
""""" 38,971 23.85 0.04
38,789 23.74 0.30
65,628 40.16 3.35
19,249 11.78 7.2i
746 0.6 1.92

BSOSO L ool .. 87.18
163,397 100.00 100.00

®0One ADS represents six ordinary shares.
One of the holders of ADSs represents some 824,700 underlying holders.

At 31 December 2004, there were also 1,664 preference shareholders.

Substantial shareholdings

At the date of this report, the company has been notified that
JPMorgan Chase Bank, as depositary for American depositary shares
{ADSs), holds interests through its nominee, Guaranty Nominees
Limited, in §,995,048,776 ordinary shares (32.50% of the company’s
ordinary share capital). Included in this total is part of the holding of
the Kuwait Investment Cffice (KIQ}. Either directly or through
nominees, the KIO holds interests in 715,040,000 ordinary shares
{3.32% of the company’s ordinary share capital). Barcfays plc holds
interests in 747,585,529 ordinary shares (3.47% of the company’s
ordinary share capital} and Legal and General Investment Management
holds interests in 768,172,570 ordinary shares {3.57% of the
company’s share capital).

At the date of this report, the company has been notified of the
following interests in preference sharas. Co-operative Insurance
Society Limited holds interests in 1,680,638 8% 1st preference shares
{21.44% of that class) and 1,789,796 3% 2nd preference shares
{32.70% of that class). The National Farmers Union Mutual Insurance
Saociety Ltd holds 945,000 8% 1st preference shares (13.07% of that
class} and 987,000 9% 2nd preference shares (18.03% of that class).
Prudential pic hoids interests in 528,150 8% 1st preference shares
{7.30% of that class} and 644,450 9% 2nd preference shares (11.77%
of that class). Royal & SunAlliance Insurance ple holds interests in
287,500 B% 1st preference shares (3.97% of that ¢lass) and 250,000
9% 2nd preference shares (4.57 % of that class). Rutfer Limited
Liability Partnership holds interests in 750,000 9% 2nd preference
shares (13.70% of that class).

1t should be noted that the total preference shares in issue comprise
only 0.39% of the company's tota! issued nominal share capital, the
rest being ordinary shares.

Annual General Meeting
The 2005 annual general meeting will be held on Thursday 14 April
2005 at 11.00 a.m, at the Royal Festival Hall, Belvedere Road, London
SE1 BXX, UK. A separate notice coenvening the meeting is sent 10
shareholders with this Report, together with an explanation of the
items of special business to be considered at the meeting.

All resolutions of which notice has been given will be decided on
a poll.

Emst & Young LLP have expressed their willingness o continue in
office as auditors and a resolution for their reappointment is included
in the notice of the annual general meeting.

By order of the board
Dawidd J Jackson
Secratary

7 February 2005



EXHIBIT I
Applicant's Chief Officers
(resumes attached)

President D.C. Byers

VP & Chief Financial Officer S.J. Riney

VP & Chief Tax Officer P.D. Wessells
Vice President O.A. Alvarez
Vice President J.A. Taylor

Vice President Andy Netemeyer
Vice President W.T. Benham
Treasurer R.J. Novaria
Secretary D.A. Plumb

Custodian of Applicant’s Accounting Records

Mike Deyo
501 Westlake Park Boulevard
Houston, TX 77079

Phone: 281-366-4607
Fax: 281-366-0203



CAMERON BYERS: President
BP Energy Company, Houston, TX

Responsibilities. Oversees the North American Gas and Power merchant energy
business, which is a leading provider of natural gas, power and risk
management services to the industrial and utility sectors in the US and
Canada

Prior Experience: Chief Operating Officer, North America Gas and Power
BP Amoco, Houston, TX

= Financial and operational performance of North American gas and
power trading and marketing

General Manager, Commercial Refining and Trading
BP Amoco Europe

+ Develop and deliver business strategies
s  Acquisition and trading of crude oil for refinery use

Production Planning Manager
BP Oil Grangemouth Refinery Ltd.

Plan and direct business performance

Develop commercial awareness of the refinery

Develop synergy links with supply chain and marketing businesses
Chairman of Crude Qil and Gas Operations Networks in Scotland

Commercial Manager, BP Qil Alliance Refinery
Louisiana

¢ Business development, financial services, and materials management
* Redesign business plan and restructure commercial department
» US representative for company’s global commercial refining network

Regional Sales Manager
BP Marine International
London, England

» Develop and deliver marine fuels sales targets to 15 major shipping accounts in
the U.K. and Eastern Europe.

Commercial Analyst/Product Trader
BP France
Paris, France

* Review of supply economics and prevailing trading patterns for BP France's bulk
product sales.

Supply Analyst/Business Analyst
BP Oil Trade and Supply
London and Copenhagen

» Commercial appraisal and development of business opportunities in Northwest

Europe. Negotiation and implementation of term product contracts and
operations in Middle East.

Education: Edinburgh University — Bachelor Comm. (Economics/Marketing/International Business)




STEPHEN J. RINEY

Responsibilities:

Prior Experience.

Education:

Vice President & Chief Financial Officer
BP Energy Company, Houston, TX

Responsible for corporation financial control and compliance functions

Held broad range of petroleum sector positions including gasoline marketing, lubricants,
petrochemicals, exploration and production, and corporate headquarters staff

Prior to 1991, Manager, International Tax Practice at KPMG

B. A. University of Notre Dame, 1982
MBA University of Chicago, 1991

PAUL D. WESSELLS

Responsibilities:

Prior Experience.

Affiliations:

Education:

Vice President & General Tax Officer
BP Energy Company, Houston, TX

Assure that the corporation complies with all relevant tax laws
Internal Revenue Service, 1973-74; Estate Tax Attorney, Austin, Texas

Gulf Oil Corporation, 1974-82; various positions in the Tax Department located in Houston,
Texas, Denver, Colorado and Pittsburgh, Pennsylvania

BP America Inc., 1982-present; various positions in the Tax Function located in Cleveland,
Ohio, London, England, Anchorage, Alaska, Houston, Texas and Warrenville, lllinois

Member, State Bar of Texas
Member, American Bar Association

B.A. Southern Methodist University, 1968
J.D. University of Texas, 1972

ROBERT J. NOVARIA

Responsibilities:

Prior Experience:

Affiliations:

Education.

Treasurer
BP Energy Company, Houston, TX

Responsible for cash management, banking and disbursement functions

Director of Credit for Amoco Corporation. During his 27 year career, has held various
other leadership positions in the financial area for Amoco and BP (Atlanta, GA, Chicago, IL
and Warrenville, IL)

Member of Association of Financial Professionals

Bachelor of Science in General Engineering and a Master of Business Administration, both
from the University of Illinois

DEBRA A. PLUMB

Responsibilities:

Prior Experience:

Affiliations:

Education:

Secretary
BP Energy Company, Houston, TX

Responsible for the US Corporate Secretary function for several hundred business entities
Supervisor, Legal Support Services for Amoco Corporation (Chicago IL}
Member of the American Society of Corporate Secretaries

Bachelor of Arts in Liberal Arts and Studies from DePaul University, Chicago, IL




ORLANDO A. ALVAREZ

Responsibilities:

Prior Experience:

Education:

Vice President, East Region
BP Energy Company, Houston, TX

Direct the company’s energy trading operations in the Gulf Coast and Eastern areas of
North America

Gas and power marketing
Risk management, asset management, supply optimization

Long and short term contracts in the wholesale and retail (commercial and
industrial} markets in the eastern United States

Key member of the leadership team that has built BP's North American gas and
power merchant business into one of North America's leading players, providing
natural gas, power and risk management services to the industrial and utility
sectors across the continent

Positions held since 1988 include:

Natural Gas Trader
Supply and Transportation Manager

Manager of group responsible for gas processing activity for a number of plants
along the Gulf of Mexico

Financial/Accounting activities for a major interstate pipeline

Financial/Accounting activities for a supply performance group responsible for
monitoring pipeline take-or-pay omnibus agreements with producers

Bachelor of Business Administration in Accounting from Lamar University, Texas



JAMES A. TAYLOR:

Responsibilities:

Prior Experience.

Education:

Vice President, Western Region
BP Energy Company, Houston, TX

Management of trading and marketing of natural gas and electricity in the Western U.S.

« Gas and power marketing;
+ Risk management, asset management, supply optimization;

» Long and short term contracts in the wholesale and retail (commercial and
industrial) markets in the western United States.

Director, Houston Ship Channel Trading Team
Director, East Trading Team

Director, Strategic Planning

Area Manager, Gas Supply

Representative, Transportation and Exchange
BP Amoco, Houston, TX

Texas Tech University — Bachelor of Business Administration



ANDREW NETEMEYER:

Responsibilities:

Prior Experience:

Education:

Vice President, Power Trading
BP Energy Company, Houston, TX
Management of wholesale power trading operations in North America:
+ Strategy and systems development;
¢ Evaluation and approval of long term generation positions;
*» Management of power portfolio risk program;
o Development and direction of power trading capability for monetization of power

positions at cogeneration locations;

e Management of retail efforts and trading desks for various third parties.

Vice President, Energy Management Services

BP Amoco, Houston, TX
¢ Directed the North American Energy Management Marketing strategy;
« Initiated and developed numerous large cogeneration projects;
¢ Developed web-based EMS system for utility billing and accounting.

Managing Director, Wholesale Marketing

lllinova Energy Partners, Midvale, UT
» Directed wholesale power marketing, trading, and operations for Western U.S.;
» Developed internal scheduling capabilities for energy deliveries nationwide;
* Developed energy portfolio and risk management consulting capabilities;

» Established lllinova Energy Partners as one of the top ten power marketers in the
nation.

Director of Marketing
Illinova Power Marketing

» Created and implemented national marketing strategy for entrance into
unregulated wholesale energy business;

» Developed wholesale marketing, sales, and organizational plan;

» Directed initial penetration of the western wholesale energy market;

» Assisted with development of initial marketing and operations systems, including
account management, risk management, scheduling, and market analysis
systems.

Market Development Director
Illinois Power Company

» Energy management, economic development, energy sales, new technology
programs

lllinois State University - Master of Business Administration
University of lllinois - Bachelor of Science, Electrical Engineering



W. T. (Bill) BENHAM: Vice President, Regulatory Affairs
BP Energy Company, Houston, TX

Responsibilities: Representation at state and federal governmental agencies in the United States
and Mexico in the areas of natural gas and power, including imports and exports
of natural gas and LNG; regulatory expertise for international projects.

Prior Experience: Senior Attorney
Amoco Production Company, Houston, TX
Attorney
Texaco, Inc.
Attorney

Federal Power Commissicn

Affiliations: District of Columbia Bar Association - Member
Producer Joint Advisory Committee — Past Chair
Natural Gas Supply Association - Member
Legal Committee and Federal Regulatory Affairs Committee — Past Chair
Coalition for Gas Based Environmental Solutions — Co-Chair
Editorial Board of “Natural Gas” magazine - Member
Gas Industry Standards Board — Board Member

Eduycation: Tulane University School of Law — Doctor of Jurisprudence
College of William and Mary — Bachelor of Arts



EXHIBIT J
Evidence of Applicant's Technical Fithess

BP Energy Company employs a staff of more than 17 people with varying levels of responsibility
for operations in the State of Pennsylvania.

Orlando Alvarez is Vice President of Applicant with responsibility for the Eastern Region and has
more than 10 years of experience marketing gas in this region. His direct reports include:

Mark Hansen - Manager, Mid Atlantic Marketing and Origination
* 15+ years of experience in the gas marketing industry
* 23 years with BP and its predecessors
» Manages a staff of 8 marketers in the Mid-Atlantic Region

Tom Lockett - Manager, Northeast Marketing and Origination
= Extensive experience in the gas marketing business
» 8 years with BP and its predecessors
= Manages a staff of 3 marketers in the Northeast, including eastern Pennsylvania

Don Mclemore - Manager of Supply and Transportation
= 15+ years in the gas marketing industry
= 23 years with BP and its predecessors
» OQversees 4 managers, one of which manages operations in the Mid-Atlantic
Region

Phyllis Taylor — Optimizer
= Reports to Don McLemore

=  Manages a staff of 3 who are responsible for nominating gas flows on pipelines in
the Mid-Atlantic Region

Throughout Applicant, every employee, aleng with his/her team leader or manager, creates a
Personal Development Plan each year that includes development actions such as attending
courses (both internal & external), as well as on the job training. Every employee is strongly
encouraged to attend five (5} training days per year. Technical courses sponscred by external
providers are provided as needed and internal courses on a variety of topics are offered
periodically. Methods are in place to . measure progress in the development of our employees.

Applicant continues to grow and hire additional people based on business needs. Systems are in
place to measure employee satisfaction and their pay compared to the market to ensure it is
attracting and retaining critical skills.

Applicant plans to further develop its business activities in the Mid Atlantic Region by building on
its success serving and supplying gas consumers off the Columbia Gas Transmission and
Dominion Transportation systems. Applicant plans to expand its services on both of these
pipelines as well as behind the city-gates through sales to industrial and commercial customers
tied to local distribution companies in the Mid Atlantic Region, including Pennsylvania.



AFFIDAVIT

State of Texas
8S.

County of Harris

ORLANDO A. ALVAREZ, Affiant, being duly sworn accerding to law, deposes and says that:
He is a Vice President of BP Energy Company, the Applicant,
He is autheorized to and does make this affidavit for said Applicant;

That BP Energy Company, the Applicant herein, acknowledges that BP Energy Company may have
obligations pursuant to this Application consistent with the Public Utility Code of the Commonwealth of
Pennsylvania, Title 66 of the Pennsylvania Consolidated Statutes; or with other applicable statutes or
regulations including Emergency Orders which may be issued verbally or in writing during any emergency
situations that may unexpectedly develop from time to time in the course of doing business in Pennsylvania.

That BP Energy Company, the Applicant herein, asserts that it possesses the requisite technical, managerial,
and financial fitness to render natural gas supply service within the Commonwealth of Pennsylvania and that
the Applicant will abide by all applicable federal and state laws and regulations and by the decisions of the
Pennsylvania Public Utility Commission.

That BP Energy Company, the Applicant herein, certifies to the Commission that it is subject to, will pay,
and in the past has paid, the full amount of taxes imposed by Articles Il and Xl of the Act of March 4, 1971
{P.L. 6, No. 2}, known as the Tax Reform Act of 1971 and any tax imposed by Chapter 22 of Title 66. The
Applicant acknowledges that failure to pay such taxes or otherwise comply with the taxation requirements of,
shall be cause for the Commission to revoke the license of the Applicant. The Applicant acknowledges that it
shall report to the Commission its jurisdictional natural gas sales for ultimate consumption, for the previous
year or as otherwise required by the Commission. The Applicant also acknowledges that it is subject to 66
Pa. C.S. §506 {relating to the inspection of facilities and records).

Applicant, by filing of this application waives confidentiality with respect to its state tax information in the
possession of the Department of Revenue, regardless of the source of the information, and shall consent to
the Department of Revenue providing that information to the Pennsylvania Public Utility Commission.

That BP Energy Company, the Applicant herein, acknowledges that it has a statutory obligation to conform
with 66 Pa. C.S. §506, and the standards and billing practices of 52 PA. Code Chapter 56.

That the Applicant agrees to provide all consumer education materials and infermation in a timely manner as
requested by the Commission’s Office of Communications or other Commission bureaus. Materials and
information requested may be analyzed by the Commission to meet obligations under applicable sections of
the law.

That the facts above set forth are true and correct/true an correct to the best of hisfher knowledge,

information, and belief. W

S n ureof |ant/7

Sworn and subscribed before me this /5#\ _ = dayof atl Qllbﬂj 2005.

S, ., NOEY 5. Youne ' U Y 5 %W
E, W otary Public, State of Taxas i
LIPTLE Wy Commisaon Expres Signature of offigfal admin k7ter|ng oath(_)
r,,,,f;réh;t\e Aprl 24, 2007 .. . L/— —_ 0 f7
==L My commission expires J q
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AFFIDAVIT

State of Texas
SS.

County of Harris

ORLANDQ A. ALVAREZ, Affiant, being duly sworn according to law, deposes and says that:
He is a Vice President of BP Energy Company, the Applicant herein;
That he is authorized to and does make this affidavit for said Applicant;

That BP Energy Company, the Applicant herein, has the burden of producing information and supporting
documentation demonstrating its technical and financial fitness to be licensed as a natural gas supplier
pursuant to 66 Pa. C.S. §2208(c)(1).

That BP Energy Company, the Applicant herein, has answered the guestions on the application correctly,
truthfully, and completely and provided supporting documentation as required.

That BP Energy Company, the Applicant herein, acknowledges that it is under a duty to update information
provided in answer to questions on this application and contained in supporting documents.

That BP Energy Company, the Applicant herein, acknowledges that it is under a duty to supplement
information provided in answer to questlons on this application and contained in supporting documents as
reguested by the Commission.

That the facts above set forth are true and correct to the best of his/her knowledge, information, and belief,
and that he/she expects said Applicant to be able to prove the same at hearing.

Sworn and subscribed before me this [5 day of aﬁ(, . 2005,

/

NOEY 5. YOUNG A/ S ( ;{W
Notary Public, Stata of Texas QW .

My Commission Expites Signature of offfcial admirfl)q‘tering oa@

My commission expires L/‘ j (/«D 7
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CERTIFICATE OF SERVICE

I hereby certify that I am this day serving a true copy of the foregoing document upon the

participants listed below in accordance with the requirements of Section 1.54 (relating to service by a

participant).

VIA FIRST-CLASS MAIL

Irwin A. Popowsky, Esq.
Office of Consumer Advocate
Forum Place, 5" Floor

555 Walnut Street
Harrisburg, PA 17101-1923

William R. Lloyd, Jr., Esq.

Office of Small Business Advocate
Commerce Building, Suite 1102
300 North Second Street
Harrisburg, PA 17101

Office of the Attorney General
Bureau of Consumer Protection
Strawberry Square, 14th Floor
Harrisburg, PA 17120

Commonwealth of Pennsylvania
Department of Revenue

Bureau of Compliance
Harrisburg, PA 17128-0946

Mr. Mike Vogel

NUI Valley Cities Gas
P. 0. Box 3175

Union, NJ 07083-1975

Mr. Jim Evans

Mr. Tom Olsen

Penn Fuel

2 North 9th Street
GENA9%4

Allentown, PA 18101

Mr. Robert M. Hovanec

T. W. Phillips Gas and Oil Company
205 North Main Street

Butler, PA 16001

Mr. Richard N. Marshall

Ms. Wendy K. Saxe

PG Energy

One PEI Center

Wilkes-Barre, PA 18711-0601

Mr. Donald A. Melzer
Camnegie Natural Gas Company
800 Regis Avenue

Pittsburgh, PA 19236

Mr. Eric Burgis

Philadelphia Gas Works

800 West Montgomery Avenue
Philadelphia, PA 19122

Mr. Paul R. Mundy

National Fuel Gas Distribution Corp.
10 Lafayette Square

Buffalo, NY 14203

Mr. Joe Gregorini

Mr. Bill McKeown _
The Peoples Natural Gas Company
625 Liberty Avenue

Pittsburgh, PA 15222

Mr. David Beaston
Mr. Bob Krieger

UGI

225 Morgantown Road
P. O. Box 12677
Reading, PA 15222

Ms. Antionette Litchy
Equitable Gas Company
200 Allegheny Center Mall
Pittsburgh, PA 15212-5352



Certificate of Service
Page 2

Mr. Erich Evans

Ms. Heather Bauer
Columbia Gas of PA, Inc.
200 Civic Center Drive
Columbus, OH 43215

Mr. Kevin Carrabine
PECO

300 Front Street Building 2
Conshohocken, PA 19428

= B

. Bruce

Dated this 17" day of August, 2005, in Harrisburg, Pennsylvania.



COMMONWEALTH OF PENNSYLVANIA
PENNSYLVANIA PUBLIC UTILITY COMMISSION
P. 0. BOX 3265, HARRISBURG PA 17105-3265

IN REPLY PLEASE
REFER TO QUR FILE
Secretary
77727777

August 25, 2005
A-125142

SUSAN E BRUCE ESQUIRE

NEES WALLACE & NURICK LLC 5 —
'I;M(:)BEC?X‘I%SL UOCUMtNT
100 PINE STREET

HARRISBURG PA 17108-1166 FO L D E R

Dear Ms. Bruce:

The Application of BP Energy Company, filed in this Office on August 17, 2005, for
approval to supply Natural Gas Services as a Supplier of Natural Gas, and as a Broker,
Marketer and Aggregator engaged in the business of supplying natural gas services, is
hereby acknowledged.

Pursuant to the Commission’s Final Order, entered July 16, 1999, at M-
00991249F 0002, all entities wishing to engage in the business of a natural gas supplier
must hold a license issued by the Commission, in order to provide services.

The application of BP Energy Company will receive the attention of the
Commission, and you will be advised of any further necessary procedure.

Please reference docket number A-125142 for all future filings pertaining to this
application.

@ﬁﬂ‘ﬁ’ % _ Sincerely, .
CHETE N
sl %Zé“”'% (?WEW
AUG 25 2005 James J. McNulty
Secretary

JJM:ddt

Cc:  Michelle Voinorosky, Esquire
Justin Stuhldreher, Esquire



DATE:

SUBJECT:

TO:

FROM:

COMMONWEALTH OF PENNSYLVANIA

August 25, 2005
A-125142

Bureau of Fixed Ultility Services

James J. McNulty, Secretary JCM, D O C U ME NT

FOLDER

Attached is a copy of the Application of BP Energy
Company for a license to supply Naturat Gas Services as a
Supplier of Natural Gas, and as a Broker, Marketer and
Aggregator engaged in the business of supplying natural gas
services to the public in the Commonwealth of Pennsylvania.

This matter is assigned to your Bureau for
appropriate action.

Attachment
cc: Law
ddt

AUG 29 2005



® o
PENNSYLVANIA PUBLIC UTILITY COMMISSION

RECEIPT
The addressee named here has paid the PA P.U.C. for the following bill:

DATE: 8/26/2005
RECEIPT NO: 203544

SUSAN E. BRUCKE
MCNEES WALLACE & NURICK LLC
P.O.BOX 1166

HARRISBURG PA 17108-1166 DOCUMENT
FOLDER

IN RE: Application fees for BP ENERGY COMPANY
Docket Number A-125142....ccoiiciveeee $350.00
REVENUE ACCOUNT: 001780-017601-102

CHECK NUMBER: 141532 Stephen Reed
CHECK AMOUNT: $350.00 (for Department of Revenue)

M OCKETER

AUG 2 9 2005




