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Who we are

BP is one of the world’s leading integrated oil and
gas companies.? We aim to create long-term value
for shareholders by helping to meet growing
demand for energy in a safe and responsible way.
We strive to be a world-class operator, a responsible
corporate citizen and a good employer.

Through our work we provide
customers with fuel for transportation,
energy for heat and light, lubricants

to keep engines moving and the
petrochemicals products used to make
everyday items as diverse as paints,
clothes and packaging. Our projects
and operations help to generate
employment, investment and tax
revenues in countries and communities
around the world. We employ more
than 80,000 people, mostly in Europe
and the US.

As a global group, our interests

and activities are held or operated
through subsidiaries, branches, joint
arrangements or associates established
in — and subject to the laws and
regulations of — many different
jurisdictions. The UK is a centre for
trading, legal, finance, research and
technology and other business
functions. We have well-established
operations in Europe, the US, Canada,
Russia, South America, Australasia,
Asia and parts of Africa.

20n the basis of market capitalization, proved reserves
and production.
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Front cover imagery

Our second BP-operated development in Angola
consists of four oil fields — Plutdo, Saturno, Vénus
and Marte (PSVM).

Left image: the converted hull, floating,
production, storage and offloading vessel (FPSO)
has 1.6 million barrels of storage capacity.

Centre image: a PSVM mechanical technician
takes part in a site visit on board the vessel.

Right image: the hawser is a 75 metre rope that
we use to tie the tanker to the back of the FPSO.

Your feedback

We welcome your comments and feedback on
our reporting. Your views are important to us
and help us shape our reporting for future years.

You can provide this at
bp.com/annualreportfeedback or by emailing or
writing to the corporate reporting team. Details
are on the back cover. For every survey
completed, we will make a £2 donation to the
British Paralympic Association.



BP in 2013

Our actions continue to make
BP stronger and safer. We are
growing shareholder returns
through operational efficiency
and financial discipline. We
report on our progress here.
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Information about this report

Frequent abbreviations

ADR

American depositary receipt.
ADS

American depositary share.
Barrel (bbl)

159 litres, 42 US gallons.

bcf

Billion cubic feet.

bcf/d

Billion cubic feet per day.
bcfe

Billion cubic feet equivalent.
bcma

Billion cubic metres per annum.
b/d

Barrels per day.

boe

Barrels of oil equivalent.
GAAP

Generally accepted accounting practice.
Gas

Natural gas.

Hydrocarbons

Liquids and natural gas.

IFRS

International Financial Reporting Standards.
Liquids

Crude oil, condensate and natural gas liquids.

LNG

Liquefied natural gas.

LPG

Liquefied petroleum gas.
mb/d

Thousand barrels per day.
mboe/d

Thousand barrels of oil equivalent per day.
mmboe

Million barrels of oil equivalent.
mmBtu

Million British thermal units.
mmcf

Million cubic feet.

mmcf/d

Million cubic feet per day.

MW

Megawatt.

NGLs

Natural gas liquids.

PSA

Production-sharing agreement.
RC

Replacement cost.

SEC

The United States Securities and
Exchange Commission.
Therm

100,000 British thermal units.
Tonne

2,204.6 pounds.

@ Certain definitions
For definitions of certain financial and
contractual terms see page 269.

@ Key performance indicators (KPls)

Read about our group KPIs on page 18.
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@ Cautionary statement
This document should be read in conjunction
with the cautionary statement on page 271.

This document constitutes the Annual Report and Accounts in accordance with UK requirements
and the Annual Report on Form 20-F in accordance with the US Securities Exchange Act of 1934, for
BP p.l.c.forthe yearended 31 December2013. Acrossreference to Form 20-F requirementsis
included on page 282.

The BP Annual Report and 20-F 2013 reflects a number of significant changes in regulations in the
UK. The most significant change is the requirement to produce a new strategic report that replaces
the previous business review. The regulations require certain new disclosures to be included in the
strategic report including a description of a company's strategy and business model — we have
included a more focused and graphical presentation of BP's strategy and business model in this
report, compared with the 2012 report.

This document contains the Strategic report on pages 1-58 and the inside cover (Who we are
section) and the Directors' report on pages 59-80, 109-114, 116, 200-223 and 235-280. The Strategic
report and the Directors’ report together include the management report required by DTR 4.1 of the
UK Financial Conduct Authority’s Disclosure and Transparency Rules. The Directors’ remuneration
report is on pages 81-108. The consolidated financial statements of the group are on pages 115-199
and the corresponding reports of the auditor are on pages 117-121. The parent company financial
statements of BP p.l.c. and corresponding auditor’s report are on pages 224-234 and page 224
respectively.

The statement of directors’ responsibilities, the independent auditor’s report on the annual report
and accounts to the members of BP p.l.c. and the parent company financial statements of BP p.l.c.
and corresponding auditor’s report do not form part of BP’s Annual Report on Form 20-F as filed
with the SEC.

BP Annual Report and Form 20-F 2013 and BP Strategic Report 2013 (comprising the Strategic report
and supplementary information) may be downloaded from bp.com/annualreport. No material on the
BP website, other than the items identified as BP Annual Report and Form 20-F 2013 or

BP Strategic Report 2013 (comprising the Strategic report and supplementary information), forms any
part of those documents. References in this document to other documents on the BP website, such
as the BP Energy Outlook, are included as an aid to their location and are not incorporated by
reference into this document.

BP p.l.c. is the parent company of the BP group of companies. The company was incorporated in
1909 in England and Wales and changed its name to BP p.l.c. in 2001. Where we refer to the
company, we mean BP p.l.c. Unless otherwise stated, the text does not distinguish between the
activities and operations of the parent company and those of its subsidiaries, and information in this
document reflects 100% of the assets and operations of the company and its subsidiaries that were
consolidated at the date or for the periods indicated, including non-controlling interests.

BP’s primary share listing is the London Stock Exchange. Ordinary shares are also traded on the
Frankfurt Stock Exchange in Germany and, in the US, the company’s securities are traded on the
New York Stock Exchange (NYSE) in the form of ADSs (see page 274 for more details).

The term ‘shareholder’ in this report means, unless the context otherwise requires, investors in the
equity capital of BP p.l.c., both direct and indirect. As BP shares, in the form of ADSs, are listed on the
NYSE, an Annual Report on Form 20-F is filed with the US Securities and Exchange Commission (SEC).
Ordinary shares are ordinary fully paid shares in BP p.l.c. of 25 cents each. Preference shares are
cumulative first preference shares and cumulative second preference shares in BP p.l.c. of £1 each.

Trade marks of the BP group appear throughout this Annual Report and Form 20-F in italics.
They include:

Aral LoSal

ARCO Project 20K

BP SaaBre

Castrol Veba Combi-Cracking (VCC)

Castrol EDGE Permasense is a trade mark of Permasense

Field of the Future
Fluid Strength Technology
Hummingbird

Limited.
Pick n Pay is a registered trademark of
Pick n Pay Stores Limited.

Registered office and our worldwide
headquarters:

BP p.l.c.

Our agent in the US:

BP America Inc.

1 St James's Square 501 Westlake Park Boulevard
London SW1Y 4PD Houston, Texas 77079

UK us

Tel +44 (0)20 7496 4000 Tel +1 281 366 2000

Registered in England and Wales No. 102498.
Stock exchange symbol ‘BP.




Strategic
report

An overview of the key
activities, events and results
in 2013, together with
commentary on BP’s
performance in the year and
our priorities as we move
forward.

2 BPataglance

6 Chairman’s letter

8 Group chief executive's letter
10 Our market outlook

12 Our business model

13 Our strategy

18 Our key performance indicators
20 Our approach to executive directors’ remuneration
22 Group performance

25 Upstream

31 Downstream

35 Rosneft

37 Other businesses and corporate
38 Gulf of Mexico oil spill

Corporate responsibility

41 Safety
44  Environment and society
47 Employees

Our management of risk

Risk factors

Liquidity and capital resources

BP Annual Report and Form 20-F 2013

2]
£
=

Q

o
@
Q.
o

=

@
o

o

a




BP at a glance

BP delivers energy products Finding Developing and extracting
and services to people around oiland gas oiland gas
the world. First, we acquire exploration rights, Once we have found
) ) then we search for hydrocarbons hydrocarbons, we work to bring
Through our two main operating segments, beneath the earth’s surface. them to the surface.
Upstream and Downstream, we find, develop
and produce essential sources of energy,
turning them into products that people need.

We also buy and sell at each stage of the
hydrocarbon value chain.

In renewable energy, our activities are focused
on biofuels and wind.

We also have a 19.75% shareholding in Rosneft.

Business model

For more information on our business
model see page 12.

Our group key performance indicators (KPls)
are shown on page 18. Some of the financial
KPls are not recognized GAAP measures, but
are provided for investors because they are
closely tracked by management to evaluate
BP's operating performance and to make
financial, strategic and operating decisions.

Group Upstream Our Upstream segment manages exploration,

. development and production activities through
BP p.l.c. is the parent company of global functions with specialist areas of
the BP group of companies. Our expertise.

worldwide headquarters is in London.
@ See KPIs page 18. See Upstream page 25.
$23.5bn $21.1bn " §16.7bn 43,000km?

profit attributable to @ operating cash replacement cost profit new exploration access
BP shareholders flow? before interest and tax
%
| | | | | |
@ gearing (net million barrels of ol million barrels of oil Upstream major project start-ups
debt ratio)® equivalent per day® Liquids' equivalent per day
1. Subsidiaries 4,349
2. Equity-accounted entities 745
2 See footnote a on page 56. Total 5.094 '
®Net debt is not a recognized Natural gas
GAAP measure, see M 3. Subsidiaries 5,894
@ fewer reported Financial statements — 4. Equity-accounted entities 434 ¢Million barrels of oil equivalent. Natural gas is converted to oil equivalent
| £ o Note 28. Total 6,328 at 5.8 billion cubic feet (bcf) = 1 million barrels. Excludes BP's share of
osse; ot primary ¢ See footnote g on page 24. Rosneft reserves. See Rosneft on page 36.
containment? dCompared with 2012. f Liquids comprise crude oil, condensate, natural gas liquids and bitumen.
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All data provided on pages 2-5 is at or
for the year ended 31 December 2013.
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Transporting and trading Manufacturing Marketing

oil and gas fuels and products fuels and products

We move hydrocarbons using pipelines, We refine, process and blend We supply our customers with fuel for

ships, trucks and trains and we capture hydrocarbons to make fuels, lubricants transportation, energy for heat and light, lubricants

value across the supply chain. and petrochemicals. to keep engines moving and the petrochemicals
required to make a variety of everyday items.

Petrochemicals

Investing

in renewable energy

International oil and

gas markets We develop and invest in biofuels and operate a

wind business. BP's lower-carbon businesses
are managed through our Alternative Energy
business.

Biofuels

Downstream Our Downstream segment operates
hydrocarbon value chains covering three
main businesses - fuels, lubricants and
petrochemicals.

' See Downstream page 31. See Alternative Energy page 37.
Operating capital employed? 2 9 1 8 7 4
| | bn | | n

replacement cost profit million barrels of oil refined million tonnes of biofuels — total sugar
before interest and tax per day cane crush capacity per annum
’ 1,590
13.9 40% ,590MwW
million tonnes of petrochemicals  of our lubricants sales were net wind generation capacity”
produced in the year premium grades
1. Fuels $42.3bn
M 2. Lubricants $1.8bn

M 3. Petrochemicals $5.4bn K

9Operating capital employed is total assets (excluding goodwill) less total liabilities, "Includes 32MW of capacity in the Netherlands, which is
excluding finance debt and current and deferred taxation. managed by our Downstream segment.

BP Annual Report and Form 20-F 2013 3



BP around the world

BP has operations in around
80 countries.

The shaded areas indicate countries
where we have operations or interests.

Upstream?

© Primarily (>75%) liquids.

A Primarily (>75%) natural gas.
* Liquids and natural gas.

* Exploration site.

2Locations are categorized as liquids or natural gas based on
2013 production. Where production is yet to commence,
categorization is based on proved reserves. Exploration sites
have no significant proved reserves or production as at
31 December 2013.

Upstream see page 25.

Downstream

I Refinery.
V' Petrochemicals site(s).

Downstream see page 31.

Alternative Energy

a Operational assets.
* Technology assets.

Alternative Energy see page 37.

BP group headcount by region
(including 14,100 service station staff)

1. Europe 32,600
M 2. USand Canada 19,800
M 3. Asia 16,200
M 4. South and Central
America 6,900
5. Middle East,
North Africa 5,700
M 6. Sub-Saharan
Africa 2,400
M 7. Russia 300
Total 83,900

4 BP Annual Report and Form 20-F 2013

| tubricants W Fes |

We manufacture and market lubricants
and related products and services directly
in about 45 countries and use approved
local distributors for other geographies.
We leverage brand, technology and
relationships, focusing our resources on
core and growing markets such as Brazil,
Russia, India and China.

Gulf of Mexico

We have been exploring in the deepwater Gulf
of Mexico for more than 25 years and have
around 620 lease blocks, more than any other
company. We produce from more than 10 fields
including Thunder Horse and Atlantis — two of
the Gulf's largest and deepest fields.

Our fuels business is made up of regionally
based integrated fuels value chains, which
include refineries and fuels marketing
businesses together with global oil supply
and trading activities. We supply fuel and
related convenience services to consumers
at approximately 17,800 BP-branded

retail sites and have operations in almost
50 countries.

Alternative Energy

We operate three ethanol production
facilities in Brazil, have a joint venture
ethanol production facility in the UK and
operate a biofuels technology centre in
the US. We also have interests in 16 wind
farms in the US.
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Our activity in the North Sea region We invest more in Azerbaijan than any other
encompasses the entire industry life cycle, foreign company, operating two production-
from access and exploration to production and sharing agreements as well as holding other
decommissioning. We operate more than 20 exploration leases. The Caspian Sea is one
oil and gas fields, two major terminals and an of the world’s major hydrocarbon provinces,
extensive network of pipelines. and the development of the region’s offshore

oil and gas fields and onshore pipelines has
made Azerbaijan a focal point of the global
energy market.

Rosneft

Rosneft is Russia’s largest oil company

and the world’s largest publicly traded oil
company in terms of hydrocarbon
production. BP's 19.75% share of Rosneft's
proved reserves on an SEC basis is 5 billion
barrels of oil and 9 trillion cubic feet of gas.
Rosneft's downstream operations include
interests in 23 refineries (see page 35).
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We have interests in nine offshore deep We produce petrochemicals products

and ultra deepwater blocks in Angola with a across our 15 manufacturing sites, and sell
total acreage of more than 32,600km?. Our our products to customers in more than
Plutdo, Saturno, Vénus and Marte (PSVM) 40 countries. Approximately 45% of our
offshore development began producing oil capacity is in Asia, 30% in the US and 25%
in December 2012 and is one of the largest in Europe.

subsea developments in the world.
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Chairman’s letter

The measures taken to secure
and reshape the group are
taking hold. BP is stronger and
safer as a result.

Carl-Henric Svanberg

10-year dividend history
UK (pence per ordinary share)

40 36.42

23.40

19.1521.1021.00

04 05 06 07 08 09 10 11 12 13

US (cents per ADS)

400

330 336

04 05 06 07 08 09 10 11 12 13

One ADS represents six 25 cent ordinary shares.
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Dear fellow shareholder,

In 2013 BP continued the programme of renewal we began following the crisis of 2010.
The measures taken to secure and reshape the group are taking hold. As this report
shows, BP is stronger and safer as a result.

Change within the group has taken place against the backdrop of a rapidly evolving world.
The energy landscape is developing at pace, for example, the growth of shale gas in the
US. But the long-term supply challenge has not gone away. More energy is required to
meet the needs and aspirations of a rising global population. The BP Energy Outlook
projects an average increase in energy demand of 1.5% per year through to 2035. That's
like adding the needs of a country twice the size of the US over the next twenty years.

We are also seeing that society has ever higher expectations of business. This is reflected
in the increasing scrutiny placed on the commercial sector, particularly by politicians and
the media. Companies must work hard to maintain people’s trust and respect.

Shareholders’ expectations are shifting too, particularly in the extractive industries sector.
Some investors feel that international oil companies have spent too much for too little
return. A decade of mergers and acquisitions in our industry has generated little production
growth. Capital expenditure has increased but profit margins have been squeezed. Rightly,
shareholders expect better returns.

The board recognizes this changing world and the importance of our response. Throughout
2013 we gave close attention to strategy, project appraisal and capital discipline, working

with Bob Dudley and his team to ensure the group spends its money wisely. BP's strategy
is rooted in three imperatives: clear priorities, a quality portfolio and distinctive capabilities.

Our first clear priority is to run safe and reliable operations. We must also make disciplined
financial choices, selecting the smart options that can help meet demand and generate
value. Furthermore, we must be competitive in how we execute our projects.

Our quality portfolio, which is at the core of our strategy, is the result of the choices we
make. It contains assets that enable us to play to our areas of greatest strength, from
exploration to high-value upstream projects — particularly deepwater operations, giant
fields and gas value chains — and high-quality downstream businesses.

To these assets and activities we apply our distinctive capabilities — the expertise of our
people, advanced technology and the ability to build the strong relationships required to
access resources and deliver complex projects.

In all of this, we are focused on value before volume. In other words we don’t simply chase
production for the sake of it, rather we choose projects where we can generate the most
value through our production.

We know we must be disciplined, sticking to clear limits on capital expenditure, and
balancing rewards for shareholders today with the long-term capital investment required
for tomorrow. Safety and strong governance must underpin everything we do.

2013 was a busy and successful year for BP, with progress in our underlying operations.
Our growing confidence was reflected in the dividend increase announced in October




Board performance
For information about the board and its
committees see page 71.

Remuneration

For information about our approach to
executive directors’ remuneration see
page 20.

v

Top: Members of BP's safety, ethics and
environment assurance committee (SEEAC)
visited Canada to see the oil sands operations at
the Sunrise project site and meet local
community leaders and staff.

v
Bottom: Members of SEEAC travelled to the
Gelsenkirchen refinery in Germany to speak with
apprentices and control room operators about risk
management and processes.

2013 — the third increase in two years. We also returned value to shareholders through the
$8-billion share repurchase programme announced in March 2013. Additional distributions
are planned as we make further divestments to reshape our portfolio. The milestones set
for 2014 will be an important measure of progress and your board is monitoring this
closely.

| am particularly pleased that in 2013 we completed our transaction with Rosneft, closing
one chapter in Russia and opening another. This is an important investment with the
potential to create substantial value for BP over the years to come.

2013 also saw the shocking attack at the In Amenas facility in Algeria. Our thoughts
remain with the families and friends of those who died. The response of management to
this tragedy was strong and the board acted positively and promptly.

We continue to address uncertainty in the US. In 2013, we once again met our
responsibilities to the region by paying legitimate claims arising from the 2010 accident
and oil spill in the Gulf of Mexico. And we met our responsibilities to shareholders by
challenging and resisting any attempt to take advantage of BP with claims that are not
legitimate. We will fight through the courts until matters are resolved properly, however
long that takes. In the meantime, the board is working to ensure that BP is not distracted
from growing the business and creating shareholder value.

Boards set the tone and values that shape performance and behaviour over the long term.
An effective board creates an enduring framework within which management can lead.
Having been through challenging times, the BP board has grown into a strong team with
experienced non-executives drawn from relevant industries. This year, more than ever,
they have been out to see BP’s operations for themselves, from India to Indiana. We
continue to be assisted on geopolitical matters by the international advisory board.

Our approach to governance has enabled us to focus on critical strategic issues, with our
board committees taking on the many oversight and compliance matters that require
attention.

Remuneration continues to be a board matter of particular importance to shareholders,
with executive pay policy now subject to a vote at the annual general meeting. BP has a
record of ensuring there are clear links between strategy, performance and remuneration.
This will continue.

| believe diversity helps to strengthen the effectiveness of a board. We plan succession
well ahead and are developing a pipeline of potential board candidates. We are committed
to progress and finding the right people for our board.

| would like to end by thanking you, our shareholders, for your continued support. | also
want to acknowledge the people who drive your company forward every working day.
From Bob Dudley and his management team to employees across the business; our
people are doing a great job of transforming BP. Their hard work has moved us forward,
with the promise of more to come.

H

Carl-Henric Svanberg
Chairman
6 March 2014

BP Annual Report and Form 20-F 2013 7
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Group chief executive’s letter

(11

We made new discoveries,
started up new operations,
strengthened our portfolio

and secured a new future

In Russia.
b |

Bob Dudley

95.3*

2013 refining availability.

129*

Reserves replacement ratio, excluding the impact
of acquisitions and divestments.

See footnote b on page 14
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Dear fellow shareholder,

For BP, 2013 was a year of good progress in building a safer, stronger and better
performing company. We made new discoveries, started up new operations, strengthened
our portfolio and secured a new future in Russia. We also maintained our investment in the
US while standing up for what we believe to be right.

Within BP, sadly, 2013 will also be remembered for the terrorist attack in Algeria in
January, when four staff members and 36 colleagues from other companies were killed.
Those who died had many friends in BP and our thoughts remain with their loved ones,
and with those who survived that terrible ordeal. | was proud of the way people in BP
responded — with great compassion, but also with great fortitude.

This report contains a wealth of information on our performance. | would like to draw out
a few of the year's highlights, all of which demonstrate how we are implementing our
strategy, with its emphasis on clear priorities, a quality portfolio and distinctive capabilities.

Clear priorities: safety, capital discipline, project execution

The first of our priorities is to run safe and reliable operations. In 2013 we made good
progress overall, but unfortunately we also suffered two driving-related fatalities as well as
the loss of the four employees murdered at In Amenas. Our thoughts are with those who
have been bereaved. We will implement the lessons learned.

In terms of general safety performance, however, we saw some encouraging progress.
The number of tier 1 process safety events — the most significant incidents — fell to 20
from 43 in 2012 and 74 in 2011. We are definitely heading in the right direction, but there
is always more to do and we remain vigilant.

We also saw improvements in measures that reflect the underlying health of our business.
For example, in upstream BP-operated plant efficiency? reached 88%, and refining
availability in downstream averaged 95.3% — the highest level for 10 years. These numbers
reinforce my view that safety and value have the same roots: systematic, disciplined
operations, undertaken by people who respect each other and work as one team.

In terms of capital discipline, in 2013 we invested $24.6 billion®, which kept us within our
$25-billion limit, and we expect to keep capital expenditure broadly the same in 2014. We
know we have to invest wisely so we maintain our shareholders’ trust.

Turning to project execution, we saw three upstream major projects start up in 2013 —in
the Gulf of Mexico, Angola and Australia. Three more followed closely in the first months
of 2014 - the Chirag oil project in Azerbaijan and the Mars B and Na Kika Phase 3 projects
in the Gulf of Mexico.

Quality portfolio
Beyond these start-ups, we extended our portfolio as a platform for growth in several
other ways.

For example, we grew our exploration position by participating in seven potentially
commercial discoveries, in Angola, Brazil, Egypt, India and the Gulf of Mexico. We also drilled
17 exploration wells, more than in the previous two years put together. BP has built up great
skills in finding oil and gas and we are seeing the results of investing in our explorers.




Our strategy
For more on our strategic priorities and
longer-term objectives see page 13.

v
Top: Bob Dudley and Irag Oil Minister Abdul
Karim Al Luaibi (right) being shown the first meter
to be installed on one of the wells in Kirkuk. In
October BP signed an agreement with the
government of Irag on providing technical
assistance relating to the Kirkuk oil field.

v
Bottom: Investors see how BP manages the risks
of deepwater drilling at a field trip in Houston.
They tested our well simulator which gives rig
operators a better understanding of both
prevention and response techniques.

2 See footnote a on page 25.

5 Excludes acquisitions and Rosneft transaction.
¢ See page 247 for further information.

4 See footnote ¢ on page 56.

¢ See footnote b on page 56.

And in the US lower 48 — which excludes Alaska and Hawaii — we intend to create a separate
BP business to manage our onshore oil and gas assets, which we believe will help to unlock
the significant value associated with our extensive resource position there.

Our reserves replacement ratio was 129% of production. When we include the net growth
in our Russian portfolio as a result of the change of our holdings, the reserves replacement
ratio on a combined basis was 199%.¢

In the Downstream, we completed the commissioning of all major units for the Whiting
refinery. This landmark modernization programme, our fourth major project start-up in
2013, is turning what began as a 19th century plant into a truly 21st century one. It is now
able to compete strongly by processing a wide range of crudes, including heavy oil from
Canada.

More generally, our Downstream business has transformed its shape over the last five
years. In the US, we have sold two facilities and we now have three modern refineries
that are well configured and well connected to important markets. In lubricants, 40% of
revenue now comes from our premium brands. In petrochemicals, we are also focusing on
high-growth regions and new technologies.

Distinctive capabilities

New acetic acid and ethylene technologies announced by the petrochemical team in 2013
are among a series of innovations we have developed in support of our exploration,
production, refining and marketing activities. These include advanced seismic imaging
capacity — using one of the world’s largest civilian supercomputers — enhanced oil recovery
techniques and leading lubricant processes.

Our technologies are complemented by the capabilities of our people, which we continue
to deepen through training and development, and our experience in building and
maintaining relationships.

New future in Russia

Relationships have been vital in securing a new future for BP in Russia as a 19.75%
shareholder in Rosneft. Rosneft is implementing its strategy for growth across a promising
portfolio and paid us a dividend of $456 million in 2013. We look forward to exploring
opportunities for BP to work with Rosneft in the years ahead.

Making our case in the US

BP has continued to meet its commitment to environmental and economic restoration in
the Gulf of Mexico. We have also been swift to counter illegitimate claims and to argue for
a fair resolution to compensation matters. By the end of the year the total cumulative cost
to the company had reached $42.7 billion, the scale of that amount underlining once again
that BP is living up to its responsibilities in the region and to the US as a whole. The US
remains vitally important to today’s BP, with around 20,000 employees across the country
and we estimate that our economic activity supports a further 240,000 additional jobs.
Nearly 40% of our shares are held in the US, and we invest more there than in any other
country.

Looking ahead

We are a smaller but stronger company, having divested $38 billion of assets over three
years. In October we announced that we would divest around a further $10 billion of
assets before the end of 2015 — a decision that reflects our commitment to balancing
reinvestment with rewards for our shareholders. We expect to use the proceeds
predominantly for distributions to shareholders, with a bias to share buybacks.

Our unrelenting focus on capital discipline and systematic operating is increasing the free
cash flow? we have available. \We are on track to meet our goal of generating more than
$30 billion of operating cash flow in 2014, an increase of more than 50% on 2011.°

I'm looking forward to 2014 with great confidence. | think you will see a re-energized and
refocused BP —a company that is set to become stronger and safer in every way, as we
fulfil our mission of delivering energy to customers and value to shareholders.

ﬁkw

Bob Dudley
Group Chief Executive
6 March 2014

BP Annual Report and Form 20-F 2013 9

w»
=3
()
2
@
Q
o
=
)
o
o)
a




Our market outlook

We believe that a diverse mix of fuels and technologies will
be essential to meet the growing demand for energy and the

challenges facing our industry.

Our third PTA plant in Zhuhai, China, is planned to
begin production in late 2014. It is expected to
bring total capacity at the site to more than 2.7
million tonnes per year.

|

Thunder Horse in the Gulf of Mexico is one of the
largest integrated offshore drilling and production
platforms in the world.

2013 pricing
See Upstream on page 26 and
Downstream on page 32.
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Population and economic growth are the main
drivers of global energy demand. The world's
population is projected to increase by 1.7 billion
from 2012 to 2035, with real income likely to
more than double over the same period.

Therefore, the overall trend is likely to be one
of increased energy demand, even with energy
and climate policies and a shift towards less
energy-intense activities in fast-growing
economies. We expect demand for energy

to increase by as much as 41% between

2012 and 2035.

Challenges and opportunities

We seek energy sources that have the following
attributes:

Affordability — meeting growing demand

for secure and sustainable energy presents

an affordability challenge. Fossil fuels will
become increasingly difficult to access and
many lower-carbon resources will remain costly
to produce at scale.

Security — each country knowing where its
supplies will come from. More than 60% of the
world’s known reserves of natural gas are in just
five countries and at least 80% of global oil
reserves are located in nine countries, most of
which are distant from the hubs of energy
consumption. This represents a security
challenge in its own right.

Sustainability — avoiding an unacceptable
environmental and social impact that ultimately
negates the economic benefits. While energy
is available to meet growing demand, action

is needed to limit carbon dioxide (CO,) and
other greenhouse gases emitted through fossil
fuel use.

A diverse mix

We believe a diverse mix of fuels and
technologies can enhance national and global
energy security while supporting the transition
to a lower-carbon economy. These are reasons
why BP’s portfolio includes oil sands, shale gas,
deepwater oil and gas, and biofuels.

Oil and natural gas
Oil and natural gas are likely to play a significant
part in meeting demand for several decades.

We believe these energy sources will represent
about 54% of total energy consumption in 2035.
Even under the International Energy Agency's
most ambitious climate policy scenario (the 450
scenario), oil and gas would still make up 47%

of the energy mix in 2035.2 The 450 scenario
assumes governments adopt commitments to
limit the long-term concentration of greenhouse
gases in the atmosphere to 450 parts-per-million
of CO, equivalent.

We expect oil to remain the dominant source for
transport fuels, accounting for as much as 87%
of demand in 2035.

Natural gas, in particular, is likely to play an
increasingly strategic role. Shale gas is expected
to contribute 47% of the growth in global natural
gas supplies between 2012 and 2035. The shale
gas revolution has already had a significant
impact on gas prices and demand in the US and
may encourage similar developments elsewhere
although the scale and speed of the roll out of
shale gas technology will vary between
countries. When used in place of coal for power,
natural gas can reduce CO, emissions by half.

2From World Energy Outlook 2013. © OECD/International
Energy Agency 2013, page 573.




BP Energy Outlook 2035 {}""

January 2014

bp.comfenergyoutiook
#bpenergyoutiook

BP Energy Outlook contains our projections of
future energy trends and factors that could affect
them, based on our views of likely economic and
population growth and developments in policy
and technology. Available in PDF, Excel and video
format.

@ See bp.com/energyoutlook.
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New sources of hydrocarbons are more
difficult to reach, extract and process. BP and
others in our industry are working to improve
techniques for maximizing recovery from
existing and currently inaccessible or
undeveloped fields. In many cases, the
extraction of these resources might be more
energy intensive, which means operating costs
and greenhouse gas emissions from operations
may also increase.

Renewable energy

Renewables will play an increasingly important
role in addressing the challenges of energy
security and climate change over the long term.
Renewables are already the fastest-growing
energy source, but they are starting from a

low base.

By 2035, we estimate renewable energy,
excluding large-scale hydro electricity, is likely to
meet around 7% of total global energy demand.

Energy efficiency and innovation

Greater efficiency addresses several aspects of
the energy challenge. It helps with affordability
—because less energy is needed. It helps with
security — because it reduces dependence on
imports. And it helps with sustainability —
because it reduces emissions.

Innovation can play a key role in improving
technology design, process and use of materials,
bringing down cost and increasing efficiency. In
transport, for example, we believe that efficient
technologies and combustion engines that use
biofuels could offer the most cost-effective
pathway to a secure, lower-carbon future.

Policy, prices and access

If the world's growing demand for energy is to
be met in a sustainable way, we believe that
governments must set a stable and enduring
framework for the private sector to invest and
for consumers to choose wisely. This includes
secure access for exploration and development

of energy resources, mutual benefits for
resource owners and development partners, and
an appropriate legal and regulatory environment.

We believe open and competitive markets are
the most effective way to encourage companies
to find, produce and distribute diverse forms of
energy sustainably. The US experience with
shale gas shows how an open and competitive
environment can drive technological innovation
and unlock resources.

We also believe that putting a price on carbon
— one that treats all carbon equally, whether it
comes out of a smokestack or a car exhaust —
will make energy efficiency and conservation
more attractive to businesses and individuals
and lower-carbon energy sources more cost
competitive. A global carbon price should

be the long-term goal, but regional and national
approaches are a good first step, provided
temporary financial relief is given to sectors
that are exposed to international competition.

Beyond 2035

We expect that growing population and per
capita incomes will continue to drive growing
demand for energy. These dynamics will be
shaped by future technology developments,
changes in tastes, and future policy choices —
all of which are inherently uncertain. Concerns
about energy security, affordability and
environmental impacts are all likely to be
important considerations. These factors may
accelerate the trend towards more diverse
sources of energy supply, a lower average
carbon footprint, increased efficiency and
demand management.

@ Strategy

Find out how BP can help meet energy
demand for years to come on page 13.

Air BP is one of the world's largest aviation fuels
suppliers, marketing aviation fuels and specialist
products in more than 45 countries. It sells over
seven billion gallons of fuel per year.

BP Annual Report and Form 20-F 2013 11
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Our business model

\We aim to create shareholder value across the

hydrocarbon value chain.

Toledo refinery in Ohio has been in constant
operation since 1919. The facility has the capacity
to process up to 160,000 barrels of crude per day.

The redevelopment project at Valhall was
one of BP's most complex field expansion
developments and gives the field a further
40-year design life.

Our business model

Arising global population and increasing levels of
prosperity are set to create growing demand for
energy for years to come. We can help to meet
that demand by producing oil and gas safely and
reliably.

We believe that the best way to achieve
sustainable success as a group is to act in the
long-term interests of our shareholders, our
partners and society. WWe aim to create value for
our investors and benefits for the communities
and societies in which we operate, with the
responsible supply of energy playing a vital role
in economic development.

Every stage of the hydrocarbon value chain
offers opportunities for us to create value — both
through the successful execution of activities
that are core to our industry, and through the
application of our own distinctive strengths and
capabilities in performing those activities. In
renewable energy our focus is on integrating
biofuels into the hydrocarbon value chain, and
on wind operations in the US.

Our approach spans everything from exploration
to marketing. Integration across the group allows
us to share functional excellence more efficiently
across areas such as safety and operational risk,

environmental and social practices, procurement,
technology and treasury management.

A relentless focus on safety remains the top
priority for everyone at BP. Rigorous
management of risk helps to protect the people
at the front line, the places in which we operate
and the value we create. We understand that
operating in politically complex regions and
technically demanding geographies requires
particular sensitivity to local environments.

Our businesses

For more information on our upstream,
downstream and alternative energy
businesses, see pages 25, 31 and 37
respectively.

Finding oil
and gas

— Developing and
extracting

— Transporting
and trading

— Manufacturing and
marketing

First, we acquire the rights to
explore for oil and gas. Through
our exploration activities we are
able to renew our portfolio,
discover new resources and
replenish our development
options.

\When we find hydrocarbon resources,
we create value by seeking to
progress them into proved reserves
or by divesting if they do not fit with
our strategy. If we believe developing
and producing the reserves will be
advantageous for BP, we produce

the oil and gas, then sell it to the
market or distribute it to our
downstream facilities.

\We move oil and gas through

pipelines and by ship, truck and train.

Using our trading and supply skills
and knowledge, we buy and sell at
each stage in the value chain. Our
presence across major trading hubs
gives us a good understanding of
regional and international markets
and allows us to create value
through entrepreneurial trading.

Using our technology and expertise,
we manufacture fuels and products,
creating value by seeking to operate
a high-quality portfolio of well-
located assets safely, reliably and
efficiently. We market our products
to consumers and other end-users
and add value through the strength
of our brands.

Our illustrated business model see page 2.
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Our strategy
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Our goal is to be a focused oil and gas company that
delivers value over volume.

Our portfolio of projects and operations is
focused where we can generate the most value,
and not necessarily the most volume, through
our production.

. o We are pursuing our strategy by setting clear
Financial discipline priorities, actively managing a quality portfolio

$ and employing our distinctive capabilities. Our
financial objective is to create shareholder value
by generating sustainable free cash flow
(operating cash flow less net investment). This
disciplined approach enables us to invest for the
future while aiming to increase distributions to build the right portfolio depends on our

our investors. distinctive capabilities. VWWe apply advanced

P L technology across the hydrocarbon value chain,
Clear priorities from finding resources to developing energy-
First, we aim to run safe, reliable and compliant efficient and high-performance products for
operations — leading to better operational customers. We rely on our strong relationships
efficiency and safety performance. We also aim — with governments, partners, civil society and
to achieve competitive project execution, which others — to enable our operations in around 80
is about delivering projects efficiently so they are  countries across the globe. And, the proven

on time and on budget. And we aim to make expertise of our employees comes to the fore
disciplined financial choices, so we can achieve in a wide range of disciplines.

continued growth in operating cash from our

underlying businesses and disciplined allocation

of capital.

Distinctive capabilities

Our ability to deliver against our priorities and
Ca5\“{\0\:«

opere™™®

Net '\n\les'm"e“t

Free cash flow

Time—>

(Not to scale)

This chart illustrates the expected relationship
between operating cash flow?, net investment®
(includes capital expenditure offset by any
divestments) and free cash flow®. Itis not a

projection of future performance. Quality portfolio

We undertake active portfolio management to
concentrate on areas where we can play to our
strengths. This means we continue to grow our
exploration position, reloading our upstream
pipeline. We focus on high-value upstream
assets in deepwater, giant fields and selected
gas value chains. And, with our downstream
businesses, we plan to leverage our newly
upgraded assets, customer relationships and
technology to grow free cash flow.

® Operating cash flow — we aim to continue
growing our operating cash flow, with an
expected delivery of $30 billion to $31
billion in 2014 .4

® Capital expenditure — we expect our
annual capital expenditure® to remain
between $24 billion and $25 billion in 2014
and to be in the range of $24 billion to
$26 billion in the years 2015 to 2018.

® Divestments - we intend to divest
$10 billion of assets before the end of 2015.

® Free cash flow — delivering sustainable free
cash flow underpins our ability to deliver
increasing shareholder returns.

Our strategy in action

See page 14 for more information

on how we are going to measure our
progress.

10-point plan 2011-2014

In 2011 we laid out a 10-point plan designed to stabilize the company and restore trust and value in
response to the tragic Deepwater Horizon accident. Our priority was to make BP a safer, more
risk-aware business. The plan included a series of milestones by which our progress could be
tracked, from 2012 through to 2014. Information on our progress during 2013 can be found in Group
performance on page 22.

1 Avrelentless focus on safety and managing 6
risk through the systematic application of
global standards.

Active portfolio management to continue
by completing $38 billion of disposals over
the four years to the end of 2013, in order

2 We will play to our strengths in exploration, to focus on our strengths.

deep water, giant fields and gas value chains. 7 We expect to bring new upstream projects

Stronger and more focused with an asset
base that is high graded and higher
performing.

onstream with unit operating cash margins'
around double the 2011 average by 2014.¢

8 \We are aiming to generate an increase

*See footnote a on page 56. Simpler and more standardized with fewer of around 50% in net cash provided by
"gquw}/alem tonet cash “;Zd in investing activities. assets and operations in fewer countries; operating activities by 2014 compared
cSee footnote c on page 56. . . . h
5See footnote h on page 24 more streamlined internal reward and with 2011.
°Excludes acquisitions and asset exchanges. performance management processes. 9 We intend to use half our incremental
fUnit cash margin is net cash provided by operating activities by | dt th h ti R h . half

the relevant projects in our Upstream segment, divided by the mproved transparency through reporting operating cash for reinvestment, half for

total number of barrels of oil equivalent produced for the relevant TNK-BP as a separate segment and breaking other purposes.

projects. out the numbers for the three downstream L .
?Assuming a constant oil price of $100 per barrel. 10 Strong balance sheet with intention to

"See footnote b on page 56.
'See footnote d on page 56.

businesses.

target our level of gearing' in the lower
half of the 10-20% range over time.

BP Annual Report and Form 20-F 2013 13




Our strategy in action
[

Safe, reliable and >
compliant operations

Safe, reliable and
compliant operations

Disciplined financial >
T choices
Clear priorities
Cog;gjzt(lz’ilve Df'?ncal]m?aeld Com pgtitive project >
execution choices execution
Delivering energy
to the world Grow our Y
exploration
position
Grow our Focus on
exploration high-value
position upstream assets Focus on high-value >

upstream assets

Quality portfolio

Build high-quality >
downstream
businesses

> )

Build high-quality
downstream businesses

Advanced
technology

Our ability to deliver
against our priorities
and build the right
portfolio depends on our

Distinctive capabilities

2@ See footnote d on page 56.

50On a combined basis of subsidiaries and equity- Proven Stl’ong distincti biliti
accounted entities, excluding the impact of acquisitions ; ; H IStinCtive capabpllities.
and disposals. Includes BP's share of TNK-BP's expertlse re|at|0n3h|p5 p

production and reserves additions from 1 January 2013
to 20 March 2013, and BP's share of Rosneft production
and reserves additions from 21 March 2013 to
31 December 2013.

¢ Combined production of subsidiaries and equity-
accounted entities.

@ See page 16.
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We prioritize the safety and reliability of our

operations to protect the welfare of our 3 1

workforce and the environment. This also helps

preserve value and secure our right to operate fewer reported losses
of primary containment

than 2012.

around the world.
$21.1bn

operating cash flow.

A commitment to
safe operations
Toledo refinery sets
a safety record.

@ See page 42.

Recordable injury

frequency, loss of primary ’
containment, greenhouse =
gas emissions, tier 1
process safety events.

We rigorously screen our investments and we work
to keep our annual capital expenditure within a set
range. Ongoing management of our portfolio helps
ensure focus on more value-driven propositions.
We balance funds between shareholder
distributions and investment for the future.

Operating cash flow,
gearing?, total shareholder
return, replacement

cost profit (loss) per
ordinary share.

Maximizing value

at Mad Dog

Changing plans to make
the best financial choices.

@ See page 29.

We seek efficient ways to deliver projects on
time and on budget, from planning through to
day-to-day operations. Our wide-ranging project
experience makes us a valued partner and
enhances our ability to compete.

Major project delivery. Increasing oil production
in Azerbaijan 4
Local construction of BP's
heaviest platform in the

Caspian Sea.

major project start-ups
in Upstream and

@ See page 48. Downstream.
We target basins and prospects with the Reserves Discovering gas in India %
greatest potential to create value, using our replacement ratio.? Two significant discoveries
leading subsurface capabilities. This allows with Reliance Industries.
reserves

us to build a strong pipeline of future

growth opportunities. @ See page 30.

replacement ratio.

3.2

million barrels of oil

Preparing for Shah Deniz
Stage 2
Largest gas sales contracts

We are strengthening our portfolio of high Production.c
return and longer life assets — across deep

water, giant fields and gas value chains —to

provide BP with momentum for decades
to come.

We benefit from our high-performing fuels,
lubricants, petrochemicals and biofuels
businesses. Through premium products,
powerful brands and supply and trading,
Downstream provides strong cash
generation for the group.

Refining availability.

in Azerbaijan’s history.
@ See page 27.

Creating our North American

advantaged refinery
Modernization project
improves utilization and

margin capture at Whiting.

@ See page 33.

equivalent per day.

95.3%

refining availability.

Creating shareholder value by generating
sustainable free cash flow

Advanced technology

We develop and deploy technologies

we expect to make the greatest impact on
our businesses — from enhancing the safety
and reliability of our operations to creating
competitive advantage in energy discovery,
recovery, efficiency and products.

Strong relationships

We form enduring partnerships in the
countries in which we operate, building strong
relationships with governments, customers,
partners such as Rosneft, suppliers and
communities to create mutual advantage.
Co-operation helps unlock resources found in
challenging locations and transforms them into
products for our customers.

Proven expertise

of our business.

We attract and develop the talented people
required to drive our business forward.

They apply their diverse skills and expertise
to deliver complex projects across all areas

BP Annual Report and Form 20-F 2013 15




Our distinctive capabilities

Advanced technology

We use technology to find and produce more
hydrocarbons, improve our processes for
converting raw materials and develop lower-
carbon products.

The development of technology from research
and development through to wide-scale
deployment can take several years. For example,
to reach the next generation of deepwater oil
reserves, where rock pressures can reach 20,000
pounds per square inch, we are developing new
subsea technologies through our Project 20K.

Technology programmes in our upstream
business include advanced seismic imaging to
help us find more oil and gas and enhanced oil
recovery to get more from existing fields. New
techniques are making recovery of
unconventional oil and gas, like shale,
economically viable.

@ See bp.com/technology.

The Pangbourne technology centre is home to
chemists and liquid engineers dedicated to
providing products and services for Castrol’s
customers.

Proven expertise

Our employees enable BP to deliver our strategy
and meet our commitments to investors, partners
and the wider world.

Our people are talented in a wide range of disciplines,
from geoscience, mechanical engineering and
research technology to government affairs, trading,
marketing, legal and others. And our approach to
professional development programmes and training
helps build individual capabilities, reducing a potential
skills gap. This is vital in a world where oil and gas
companies face an increasing challenge to find and
retain skilled and experienced people.

We aim to achieve a balance between building
internal expertise and recruiting external
professionals and graduates. We have a strong,
experienced leadership team and a pipeline of
talent for the future.

16 BP Annual Report and Form 20-F 2013

We focus our downstream technology
programmes on the safety, integrity and
performance of our refineries and petrochemical
plants and on creating high quality, energy efficient,
cleaner fuels, lubricants and petrochemicals.

BP employs more than 2,000 scientists and
technologists.

Our long-term research programmes with
universities and research institutions around the
world are exploring areas from reservoir fluid
flow to energy biosciences. We have a strategic
approach to university relationships across our
portfolio for the purposes of research,
recruitment, policy insights and education.

In 2013 we invested $707 million in research and
development (2012 $674 million). See Financial
statements — Note 8.

ﬂa Seismic imaging

We use our imaging expertise to increase the
productivity and quality of the data we capture
on land and offshore. With 80% of future
offshore oil and gas reserves thought to be
under salt canopies up to 7 kilometres high, our
new supercomputer in Houston helps to reduce
the completion times for imaging jobs from
several months to a matter of days.

e Production optimization

Our Field of the Future technologies provide
real-time information to help manage operational
risk, improve plant equipment reliability and
optimize production. We use these technologies
to monitor more than 600 wells.

Graduate intake

We hired 814 graduates,
including 44% recruited
from outside the UK

and US. level leaders.

Internal promotion
We promoted 4,979
employees including
645 group and senior

© Enhanced oil recovery (EOR)

Our LoSal EOR technology can help develop
previously unexploited resources from existing
oil fields. LoSal uses water with a low salt
content to release more molecules of oil from
the sandstone rock where they are held.

e Shipping efficiency

Our "virtual arrival’ system can reduce fuel
consumption and emissions by allowing vessels,
ports and other parties to work together and
agree an optimum arrival time for each vessel.

Group leaders

\We have more than 500
group leaders with an
average of 20 years'
experience.

h ll Developing the talent pipeline }

External hires

We hired 8,854 people
including 211 group and
senior level leaders.

Employees
See page 47.

LinkedIn ranked BP thirteenth
most sought after company
to work for in the world (see
linkedin.com/indemand).




© mproved conversion

Our Veba Combi-Cracking technology converts
a wide variety of raw materials, ranging from
crude oil residue to mixtures of coal and oil, into
fuels. Using this technology we can convert
95% or more of our hydrocarbon resources to
marketable products.

a Corrosion prevention

Wireless Permasense® systems, developed in
collaboration with Imperial College, London, are
used across all our refineries to monitor the
integrity of critical oil and gas assets.

Strong relationships

e Fuels and lubricants

We focus on providing energy-efficient and
high-performance products to customers.
Castrol EDGE, which is underpinned by our
proprietary Fluid Strength Technology, reduces
contact between engine surfaces to improve
performance and reduce wear from friction.

@ Petrochemicals

Our SaaBre technology converts synthesis gas
(carbon monoxide and hydrogen derived from
hydrocarbons) into acetic acid. The process
avoids the need to purify carbon monoxide or
purchase methanol, reducing manufacturing
costs and environmental impacts.

@ Biofuels

Conversion technology allows us to
produce cellulosic ethanol using alternative
raw materials such as agricultural waste
and fast-growing energy grasses. At our
biofuels technology centre in San Diego
around 120 scientists are researching and
advancing new biofuels technologies.

Our relationships are crucial to the success

of our business. We work closely with
governments, national oil companies and other
resource holders. By acting responsibly and
meeting our obligations we build long-lasting
relationships.

From experience we know that trust can be lost,
so we place enormous importance on meeting
people’'s expectations. We work in partnership
on big and complex projects with everyone from
other oil companies through to suppliers and

contractors. Our activity creates value that
benefits governments, customers, local
communities and other partners.

Internally we put together collaborative teams
of people with the skills and experience
needed to address complex issues, work
effectively with our partners and help

create shared value.

National
and international
oil companies

Universities
and research
institutions

Banks and
providers of
finance

and
regulators

Industry
bodies

Suppliers,
partners and
contractors
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Our key performance indicators

We assess the group’s performance
according to a wide range of
measures and indicators. Our key
performance indicators (KPIs) help
the board and executive
management measure performance
against our strategic priorities and
business plans. We keep these
metrics under periodic review and
test their relevance to our strategy
regularly. We believe non-financial
measures — such as safety and an
engaged and diverse workforce —
have a useful role to play as leading
indicators of future performance.

Changes to KPIs

This year, we introduced two new
KPIs: tier 1 process safety events
and major project delivery. These
demonstrate two of our strategic
objectives and are used as
measures for executive
remuneration.

\We have removed the number of
oil spills as a group KPI as this is
reflected within the loss of primary
containment and tier 1 process
safety events KPls. We continue to
report on oil spills, see Safety on
page 41.

Remuneration

To help align the focus of our board
and executive management with the
interests of our shareholders, certain
measures are reflected in the
variable elements of executive
remuneration.

Overall annual bonuses, deferred
bonuses and performance shares are
all based on performance against
measures and targets linked directly
to strategy and KPIs. For details of
our remuneration policy see page 96.

KPIs used to measure progress
against our strategy.

KPIs used to determine 2013
and 2014 remuneration.

Not all financial KPIs are
recognized GAAP measures, but
are provided for investors
because they are closely tracked
by management to evaluate BP's
operating performance and to
make financial, strategic and
operating decisions.

Replacement cost profit (loss)
per ordinary share (cents)

S JR)

Operating cash flow ($ billion)

()R}

Gearing (net debt ratio) (%)

()

160 50
123.83 125.08

120 %0

73.34 27.7
80 30

222 505 214

0 20 13.6
0 10 |

2009 2010 2011 2012 2013 2009 2010 2011 2012 2013

Replacement cost profit (loss) is a useful
measure for investors because itis a
profitability measure BP management
use to assess performance and allocate
resources.

It reflects the replacement cost of
supplies and is calculated by removing
inventory holding gains and losses and
their associated tax effect from profit.
This is a non-GAAP measure for the
group. The IFRS equivalent can be
found on page 236.

2013 performance The increase in
replacement cost profit per ordinary
share for the year compared with 2012
reflected the gain on disposal of our
interest in TNK-BP.

Operating cash flow is net cash flow
provided by operating activities, from
the group cash flow statement.
Operating activities are the principal
revenue-generating activities of the
group and other activities that are not
investing or financing activities.

2013 performance Higher operating
cash flow in 2013 reflected a lower
cash outflow relating to the Gulf of
Mexico oil spill, partly offset by higher
cash outflows as a result of working
capital build.

25

2009 2010 2011 2012 2013

Our gearing (net debt ratio) shows
investors how significant net debt is
relative to equity from shareholders in
funding BP's operations.

We aim to keep our gearing within the
10-20% range to give us the flexibility to
deal with an uncertain environment.

Gearing is calculated by dividing net debt
by total equity plus net debt. Net debt is
equal to gross finance debt, plus
associated derivative financial
instruments, less cash and cash
equivalents. Net debt and net debt ratio
are non-GAAP measures. See Financial
statements — Note 28 for the nearest
equivalent measure on an IFRS basis and
for further information.

2013 performance Gearing at the end of
2013 was 16.2%, down 2.5% on 2012
and within our target band of 10-20%.

Refining availability (%)

(S)

Reported recordable injury
frequency?

CXR?)

Loss of primary containment?

(S)R)

B Employees M Contractors

98 1.00 % 875
S

96 700

075 537

525 418
361
92 350 |
90 175
2009 2010 2011 2012 2013 2009 2010 2011 2012 2013 2009 2010 2011 2012 2013

Refining availability represents Solomon
Associates’ operational availability. The
measure shows the percentage of the
year that a unit is available for
processing after deducting the time
spent on turnaround activity and all
mechanical, process and regulatory
maintenance downtime.

Refining availability is an important
indicator of the operational performance
of our Downstream businesses.

2013 performance Refining availability
increased by 0.5% from 2012 to 95.3%
reflecting strong operations around our
global refining portfolio.
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Reported recordable injury frequency
(RIF) measures the number of reported
work-related employee and contractor
incidents that result in a fatality or injury
(apart from minor first aid cases) per
200,000 hours worked.

The measure gives an indication of the
personal safety of our workforce.

2013 performance Our workforce RIF,
which includes employees and
contractors combined, was 0.31,
compared with 0.35in 2012 and 0.36 in
2011. These successive reductions are
encouraging and we continue pursuing
improvement in personal safety.

Loss of primary containment (LOPC) is
the number of unplanned or
uncontrolled releases of oil, gas or other
hazardous materials from a tank, vessel,
pipe, railcar or other equipment used for
containment or transfer.

By tracking these losses we can monitor
the safety and efficiency of our
operations as well as our progress in
making improvements.

2013 performance Our reported LOPC
shows 31 fewer reported incidents in
2013 than in 2012, with divestments
accounting for a significant part of the
reduction. We remain committed to
using our operating management system
to further improve our operations.



Total shareholder return (%)

CIR)

Reserves replacement ratio (%)

()R}

Major project delivery

(S)R)

Production (mboe/d)

B ADS basis M Ordinary share basis
60 140 129 129 10 4,250
o
((;.,)-7@ 8 3,998
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. R 1 | I
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Total shareholder return (TSR)
represents the change in value of a BP
shareholding over a calendar year. It
assumes that dividends are re-invested
to purchase additional shares at the
closing price on the ex-dividend date.

We are committed to maintaining a
progressive and sustainable dividend
policy.

2013 performance TSR grew as a result
of increases in both the BP share price
and in the dividend, with the
improvement for ordinary shares slightly
offset by exchange rate effects.

Proved reserves replacement ratio is the

extent to which the year’s production has
been replaced by proved reserves added
to our reserve base.

The ratio is expressed in oil-equivalent
terms and includes changes resulting from
discoveries, improved recovery and
extensions and revisions to previous
estimates, but excludes changes resulting
from acquisitions and disposals. The ratio
reflects both subsidiaries and equity-
accounted entities.

The measure helps to demonstrate our
success in accessing, exploring and
extracting resources.

2013 performance The increase in our
reserves replacement ratio included the
impact of final investment decisions on
two significant upstream projects in Oman
and Azerbaijan.

Major projects are defined as large-scale
projects with a high degree of
complexity and a BP net investment of
at least $250 million.

\We monitor the progress of our major
projects to gauge whether we are
delivering our core pipeline of activity.
Projects take many years to complete,
requiring differing amounts of resource,
so a smooth or increasing trend should
not be anticipated.

2013 performance In total we delivered
four major projects. Three started up in
Upstream — Atlantis North expansion
Phase 1 in the Gulf of Mexico; Angola
LNG; and North Rankin Phase 2 in
Australia, and one in Downstream —
the Whiting refinery modernization
project.

We report the volume of crude oil,
condensate, natural gas liquids (NGLs)
and natural gas produced by subsidiaries
and equity-accounted entities. These are
converted to barrels of oil equivalent
(boe) at 1 barrel of NGL = 1boe and
5,800 standard cubic feet of natural gas
= Tboe.

2013 performance BP's total reported
production including our Upstream
segment, and our share of TNK-BP
(from 1 January to 20 March) and
Rosneft (from 21 March to 31
December), was 3% lower than in 2012.
This was mainly due to the effect of
divestments in Upstream.

Tier 1 process safety events?

e®

Greenhouse gas emissions
(million tonnes of CO, equivalent)

()

Group priorities engagement® (%)

Diversity and inclusion®? (%)

B Women M Non UK/US
100 100 100 30
74—— 74

80

60

40

| 2009 1
20 Datanot’” Data not

}coHec(ed:
Lo

—

2009

2010

2011 2012 2013

We report tier 1 process safety events
(PSE), which are the losses of primary
containment of greatest consequence
— causing harm to a member of the
workforce, costly damage to equipment
or exceeding defined quantities.

2013 performance Our reduction in
reported tier 1 PSEs is supported

by our efforts to drive improvement in
process safety. Divestments also
account for part of the reduction. We are
aware there is always more to do to
improve.

2 This represents reported incidents occurring
within BP's operational HSSE reporting
boundary. That boundary includes BP's own
operated facilities and certain other locations
or situations.

2009

2010 2011 2012 2013

We report greenhouse gas (GHG)
emissions material to our business on a
carbon dioxide-equivalent basis. This
includes CO, and methane for direct
emissions.? Our GHG reporting
encompasses all BP's consolidated
entities as well as our share of
equity-accounted entities other than
BP’s share of TNK-BP and Rosneft.
Rosneft's emissions data can be found
on its website.

2013 performance Our total greenhouse
gas emissions decreased by 18%,
primarily due to the divestment of our
Texas City and Carson refineries.

For indirect emissions data see page 45.

collected

2009 2010 2011 2012 2013

We track how engaged our employees
are with our strategic priorities for
building long-term value. The measure is
derived from answers to 12 questions
about BP as a company and how it is
managed in terms of leadership

and standards.

2013 performance We saw continued
improvement in 2013, and there was

an increase in understanding of our
operating management system, an area
of focus identified the previous year.
While the survey showed an increase in
employee confidence in BP’s leadership,
work is needed to further strengthen
this.

°Relates to BP employees.

2009

2010 2011 2012 2013

Each year we report the percentage of
women and individuals from countries
other than the UK and US among BP's
group leaders.

This means we can track progress in
building a diverse and well-balanced
leadership team, helping to create a
sustainable pipeline of diverse talent for
the future.

2013 performance We have increased
the percentage of female leaders again
this year and have extended our focus on
diversity and inclusion beyond the board
and group leaders to include other levels
of management.

4Minor amendments have been made to 2012.
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Our approach to executive
directors’ remuneration

Remuneration is directly linked to strategy and performance, with
particular emphasis on matching rewards to results over the long term.

A simple approach

Total remuneration is determined by a relatively simple approach

to attract and retain high calibre executives. The largest components
are share based and vest over a number of years — further aligning
executives' interests with those of our shareholders.

Salary Annual Deferred
bonus bonus
Reflects scale Variable level
and dynamics of  dependent on
the business. short-term
performance.

Reinforces the long-term nature

of sustainability, and links more
total remuneration to equity.

Performance
shares

Underpinned by six key principles

The remuneration policy for executive directors and
the decisions of the remuneration committee of the

board are guided by six key principles:

1 Linked to strategy

2 Performance related
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A substantial portion of executive remuneration
is linked to success in implementing the
company’s strategy.

Strategic priorities and group key performance
indicators (KPIs) provide key metrics for the
performance shares and deferred bonus, and are
focused through the annual plan to provide the
measures for annual bonus.

Strategy

See page 13.

KPIs
See page 18.

The major part of total remuneration varies with
performance, with the largest elements share
based, further aligning interests with
shareholders.

High pay requires high performance. Achieving
the maximum pay requires sustained high
performance over several years.

Links the largest portion of remuneration to

of the business and the importance long-term performance, with the level awarded
varying according to performance based on
measures directly linked to strategic priorities.

Directors’ remuneration report
See bp.com/remuneration
and page 81.

Pension and
benefits

Recognizes
competitive practice
in home country.

Group KPIs used as performance
measures

Operating cash flow

Total shareholder return

Reserves replacement ratio

Major project delivery

Recordable injury frequency

Loss of primary containment

Tier 1 process safety events

Underlying replacement cost profit

Min Target

Performance




3 Long-term based

4 Informed judgement

5 Shareholder engagement

6 Fair treatment

The structure of pay is designed to reflect the
long-term nature of BP’s business and the
significance of safety and environmental risks.

The largest components of total remuneration
are share based and vest over the longest
period. The deferred bonus plan requires
sustained safety and environmental performance

over three years. The matched shares that vest
under the plan have an additional three-year
retention period, resulting in a six-year time
frame. Similarly, performance shares have a
six-year time frame — a three-year performance
period followed by an additional three-year
retention period for those shares that vest.

—— > 1-3years
Performance period

Deferred

oS Shares vest based on performance
Performance Shares vest based on performance
shares

There are quantitative and qualitative
assessments of performance with the
remuneration committee making informed
judgements within a framework approved by
shareholders.

The committee has a preference for quantifiable
targets that can be factually measured and
objectively assessed according to well
understood principles and definitions. It seeks
the views of other relevant committees when
arriving at conclusions. It is not constrained
when conditions change requiring different
perspectives or when unanticipated events,
both good and bad, occur.

The remuneration committee actively seeks
to understand shareholder preferences and be
transparent in explaining its policy and practice.

During 2013 the remuneration committee
chairman met personally with shareholders
representing nearly 15% of total outstanding
shares. A number of adjustments to policy
were made in response to the feedback
received (see page 82).

Total overall pay takes account of both the
external market and company conditions to
achieve a balanced, ‘fair’ outcome.

The committee attempts to balance
sometimes conflicting perspectives to arrive
at total pay results that not only reflect
performance relative to strategy, but also are
deemed fair by external stakeholders and
employees, as well as the executive team.

4-6years ———>
Retention period

Matched shares released

Vested shares released

(11

There are no perfect
measures. Conditions
change. Events happen.
Judgement is vital.

33

Antony Burgmans

94%

of votes cast were in favour of the
2012 Directors’ remuneration
report.

Consistent
internally

Competitive
externally

Fair
treatment

Recognizing
stakeholder
views

Aligned with
shareholders
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Group performance

Our progress in 2013 has set us up well to deliver our
10-point plan and forms the foundations for delivering
value in the long term.

In May we completed the successful
commissioning of a state-of-the-art diesel
hydrotreater and hydrogen plant at the Cherry
Point refinery in Washington state.

N

The Mad Dog field in the Gulf of Mexico was
discovered in 1998 and is one of BP's largest
discoveries in the Gulf of Mexico to date.

Segment performance

For Upstream and Downstream
performance see pages 25 and 31
respectively.

2 Organic capital expenditure excludes acquisitions, asset
exchanges, and other inorganic capital expenditure.

© See footnote a on page 25.

° See footnote f on page 13.

9 See footnote g on page 13.

¢ See footnote a on page 56.

f See footnote b on page 56.
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We continued to operate within a disciplined financial framework in 2013 — with organic capital
expenditure? of $24.6 billion (within the expected $24-$25 billion range). Upstream BP-operated plant
efficiency® of 88% and strong refining availability of 95.3% in Downstream demonstrated our
progress in operational efficiency. We completed the transactions to increase our shareholding in
Rosneft to 19.75%. And, we are continuing to meet our commitments in the Gulf of Mexico, while
making our case in court.

2013-2014 milestones set out in our 10-point plan

Drilling up to 25 wells per year.
— We completed 17 exploration wells and made seven potentially commercial discoveries in 2013.
It was our most successful year for exploration drilling in almost a decade.

A further nine major upstream project start-ups.
— Three major projects were started up in 2013 and another three in January and February 2014.
We expect a further four major upstream projects to start up in 2014.

Unit operating cash margins® from new upstream projects in 2014 are expected to be double
the 2011 average.®
— We continued to bring on major projects in key regions such as Angola and the Gulf of Mexico.

Bringing onstream the major upgrade to the Whiting refinery in the second half of 2013.
—  We completed the commissioning of all major units for the refinery upgrade, transforming it into
one of our advantaged downstream assets in our portfolio.

Completing our $38-billion divestment programme by the end of 2013.
—  We completed our $38-billion divestment programme in 2012 — effectively a year early.
In October 2013, we announced our plan to divest a further $10 billion before the end of 2015.

We have a high-value, focused portfolio that plays to our strengths.

— Our divestments have removed complexity, strengthened the balance sheet and left us with a
more distinctive set of assets that play to our strengths — deep water, gas value chains, giant
fields and high-quality downstream businesses.

Increasing overall operating cash flow* by 50% in 2014 compared with 2011.f
— We are on track to meet our goal of generating more than $30 billion of operating cash flow in 2014.

We expect to use around half of the extra cash for increased investment and around half for

other purposes, including increased distributions to shareholders.

% As at 31 December 2013 we had bought back 753 million shares for a total amount of $5.5 billion,
including fees and stamp duty, since 22 March 2013. The dividend paid in 2013 was 36.5 cents
per share, up 30% compared with the dividend of 28 cents per share paid in 2011.




Group performance and outlook

Financial performance

$ million
2013 2012 2011
Profit before interest and taxation 31,769 19,769 39,815
Finance costs and net finance
expense relating to pensions and
other post-retirement benefits (1,548) (1,638) (1,587)
Taxation (6,463) (6,880)  (12,619)
Non-controlling interests (307) (234) (397)
Profit for the year? 23,451 11,017 25,212
Inventory holding (gains) losses, net
of tax® 230 411 (1,800)
Replacement cost profit® 23,681 11,428 23,412
Net charge (credit) for non-operating
items¢, net of tax (10,533) 5,298 (2,195)

Net (favourable) unfavourable impact

of fair value accounting effects?,

net of tax 280 345 (47)
Underlying replacement cost profit® 13,428 17,071 21,170
Capital expenditure and acquisitions 36,612 25,204 31,959

Segment RC profit (loss) before interest and tax ($ billion)

B Upstream B Downstream B TNK-BP Rosneft
M Other businesses B Gulf of Mexico Unrealized profit
and corporate oil spill in inventory

Group RC profit (loss) before interest and tax

45

35

.

(5)

(15)

(25)

(35)

(45) 2009 2010 2011 2012 2013

Profit for the year ended 31 December 2013 was $23,451 million. After
adjusting for $230 million in respect of inventory holding losses and their
associated tax effect, replacement cost (RC) profit was $23,681 million.
After further adjusting for a net credit of $10,533 million for non-operating
items and unfavourable fair value accounting effects (relative to
management’s measure of performance) of $280 million, both net of tax,
underlying RC profit was $13,428 million.

Non-operating items in 2013, on a pre-tax basis, were mainly relating to the
$12.5-billion gain on disposal of TNK-BP partially offset by an $845-million
write-off attributable to block BM-CAL-13 offshore Brazil as a result of the
Pitanga exploration well not encountering commercial quantities of oil or

2 Profit attributable to BP shareholders.

° Inventory holding gains and losses represent the difference between the cost of sales calculated
using the average cost to BP of supplies acquired during the year and the cost of sales calculated
on the first-in first-out (FIFO) method, after adjusting for any changes in provisions where the net
realizable value of the inventory is lower than its cost. BP's management believes it is helpful to
disclose this information. An analysis of inventory holding gains and losses by segment is shown
in Financial statements — Note 7 and further information on inventory holding gains and losses is
provided on page 269.

¢ Replacement cost (RC) profit or loss reflects the replacement cost of supplies and is arrived at by
excluding inventory holding gains and losses from profit or loss. RC profit or loss is the measure
of profit or loss for each operating segment that is required to be disclosed under International
Financial Reporting Standards (IFRS). RC profit or loss for the group is not a recognized GAAP
measure. Underlying RC profit or loss is RC profit or loss after adjusting for non-operating items
and fair value accounting effects. Underlying RC profit or loss and fair value accounting effects
are not recognized GAAP measures. For further information on RC profit or loss and underlying
RC profit or loss, see Certain definitions on page 269.

gas, impairment charges and further charges associated with the Gulf of
Mexico oil spill. More information on non-operating items, and fair value
accounting effects, can be found on page 237. See Gulf of Mexico oil spill
on page 38 and Financial statements — Note 2 for further information on
the impact of the Gulf of Mexico oil spill on BP’s financial results.

For the year ended 31 December 2012, profit was $11,017 million, RC profit
was $11,428 million and underlying RC profit was $17,071 million. There
was a net post-tax charge of $5,298 million for non-operating items, which
included a $5.0-billion pre-tax charge relating to the Gulf of Mexico oil spill.

Compared with 2012, underlying RC profit in 2013 was impacted by the
absence of equity-accounted earnings from TNK-BP and lower earnings
from both Downstream and Upstream, partially offset by the equity-
accounted earnings from Rosneft from 21 March 2013 (when sale and
purchase agreements with Rosneft and Rosneftegaz completed).

For the year ended 31 December 2011, profit was $25,212 million, RC profit
was $23,412 million and underlying RC profit was $21,170 million. There
was a net post-tax credit for non-operating items of $2,195 million, which
included a $3.8-billion pre-tax credit relating to the Gulf of Mexico oil spill.

Compared with 2011, underlying RC profit in 2012 was impacted by
significantly lower earnings from Upstream and the absence of equity-
accounted earnings from TNK-BP from 22 October 2012 (when our
investment was reclassified as an asset held for sale, as required under
IFRS), partially offset by improved earnings from Downstream.

See Upstream on page 25, Downstream on page 31, Rosneft on page 35
and Other businesses and corporate on page 37 for further information on
segment results.

Finance costs and net finance expense relating to pensions and other
post-retirement benefits

Finance costs comprise interest payable less amounts capitalized, and
interest accretion on provisions and long-term other payables.

Net finance expense relating to pensions and other post-retirement
benefits in 2013 was $480 million (2012 $566 million, 2011 $400 million).

In 2013, we adopted the revised version of IAS 19 ‘Employee Benefits’,
under which we apply the same expected rate of return on plan assets
as we used to discount our pension liabilities. Financial information for
prior periods has been restated — see Financial statements — Note 1 for
further information.

Taxation

The charge for income taxes in 2013 was $6,463 million (2012 $6,880
million, 2011 $12,619 million). The effective tax rate was 21% in 2013 (2012
38%, 2011 33%). The decrease in the effective tax rate in 2013 compared
with 2012 primarily relates to the gain on disposal of TNK-BP in 2013 for
which there was no corresponding tax charge. The increase in the effective
tax rate in 2012 compared with 2011 primarily reflects the impact of the
provision for the settlement with the US government relating to the Gulf of
Mexico oil spill, which is not tax deductible.

9Non-operating items are charges and credits arising in consolidated entities and in TNK-BP and
Rosneft that are included in the financial statements and that BP discloses separately because it
considers such disclosures to be meaningful and relevant to investors. The main categories of
non-operating items included here are: impairments; gains and losses on sale of businesses and
fixed assets; environmental remediation costs; restructuring, integration and rationalization costs;
and changes in the fair value of embedded derivatives. Fair value accounting effects are
non-GAAP adjustments to our IFRS profit relating to certain physical inventories, pipelines and
storage capacity. Management uses a fair-value basis to value these items which, under IFRS,
are accounted for on an accruals basis with the exception of trading inventories, which are valued
using spot prices. The adjustments have the effect of aligning the valuation basis of the physical
positions with that of the derivative instruments, which are required to be fair valued under IFRS,
in order to provide a more representative view of the ultimate economic value. See page 238 and
Certain definitions on page 269 for more information.
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Sources and uses of cash ($ billion)
Sources:
M Operating cash flow

- rest of group
Uses:

I Capital expenditure

B Net cash from
TNK-BP disposal

Financing Disposals

M Dividends paid M Operating cash flow
— Gulf of Mexico oil spill

M Share buybacks

50

Sources Uses Sources Uses

Sources Uses
2011 2012 2013

Operating cash flow

Operating cash flow is net cash provided by operating activities, as
presented in the group cash flow statement on page 125. Operating cash
flow in 2013 was $21.1 billion (2012 $20.5 billion, 2011 $22.2 billion).
Excluding the impact of the Gulf of Mexico oil spill, net operating cash flow
in 2013 was $21.2 billion (2012 $22.9 billion, 2011 $29.0 billion).

Shareholder distributions

Total dividends paid in 2013 were 36.5 cents per share, up 11% compared
with 2012 on a dollar basis and 12% in sterling terms. This equated to a
total cash distribution to shareholders of $5.4 billion during the year.

Group reserves and production

2013 2012 2011

Estimated net proved reserves
(net of royalties)?

Liquidsb million barrels
Subsidiaries 4,349 4,672 5,331
Equity-accounted entities® 5,721 5,378 5,234

10,070 10,050 10,565

Natural gas billion cubic feet
Subsidiaries 34,187 33,264 36,381
Equity-accounted entities® 11,788 7,041 5,278

45,975 40,305 41,659

Total hydrocarbons? million barrels of oil equivalent
Subsidiaries 10,243 10,408 11,604
Equity-accounted entities® 7,753 6,592 6,144

17,996 17,000 17,748

Production (net of royalties)®

Liquids‘ thousand barrels per day
Subsidiaries 879 896 992
Equity-accounted entities® 1,134 1,160 1,165

2,013 2,056 2,157

Natural gas million cubic feet per day
Subsidiaries 5,845 6,193 6,393
Equity-accounted entities® 1,216 1,200 1,125

7,060 7,393 7,518

Total hydrocarbons? thousand barrels of oil equivalent per day
Subsidiaries 1,887 1,963 2,094
Equity-accounted entities® 1,343 1,367 1,360

3,230 3,331 3,454

2Volumes of equity-accounted entities include volumes of equity-accounted investments of those
entities.

°Liquids comprise crude oil, condensate, NGLs and bitumen.

¢Includes BP's share of Rosneft and TNK-BP reserves. See Rosneft on page 36 and
Supplementary information on oil and natural gas on page 200 for further information.

9Natural gas is converted to oil equivalent at 5.8 billion cubic feet = 1 million barrels.
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¢Because of rounding, some totals may not agree exactly with the sum of their component parts.

Liquids comprise crude oil, condensate and NGLs.

?Includes BP's share of Rosneft and TNK-BP production. See Rosneft on page 36 and Oil and gas
disclosures for the group on page 245 for further information.

Total hydrocarbon proved reserves, on an oil equivalent basis including
equity-accounted entities, comprised 17,996mmboe (10,243mmboe

for subsidiaries and 7,753mmboe for equity-accounted entities) at

31 December 2013, an increase of 6% (decrease of 2% for subsidiaries
and increase of 18% for equity-accounted entities) compared with the

31 December 2012 reserves of 17,000mmboe (10,408mmboe for
subsidiaries and 6,592mmboe for equity-accounted entities). Natural gas
represented about 44% (58% for subsidiaries and 26% for equity-
accounted entities) of these reserves. The change includes a net increase
from acquisitions and disposals of 64Tmmboe (200mmboe net decrease
for subsidiaries and 84Tmmboe net increase for equity-accounted entities).
Net divestments in our subsidiaries occurred in the UK, the US, China and
Canada. We had sales and purchases, as a consequence of our divestment
of TNK-BP and investment in Rosneft.

Our total hydrocarbon production during 2013 averaged 3,230 thousand
barrels of oil equivalent per day (mboe/d). This comprised 1,887mboe/d for
subsidiaries and 1,343mboe/d for equity-accounted entities, a decrease of
4% (decreases of 2% for liquids and 6% for gas) and a decrease of 2%
(decrease of 2% for liquids and increase of 1% for gas) respectively
compared with 2012.

More information on reserves and production, see Qil and gas disclosures
for the group on page 245.

Critical accounting policies

The accounting policies, judgements, estimates and assumptions which
most affect the financial statements are described in Note 1 to the financial
statements.

Outlook

This discussion contains forward-looking statements, which by their
nature involve risk and uncertainty because they relate to events and
depend on circumstances that will or may occur in the future and are
outside the control of BP. You are urged to read Risk factors on page 51
and Cautionary statement on page 271, which describe the risks

and uncertainties that may cause actual results and developments to
differ materially from those expressed or implied by these forward-
looking statements.

We expect net cash provided by operating activities of between
$30-$31 billion in 2014."

We expect capital expenditure, excluding acquisitions and asset
exchanges, to be around $24-$25 billion in 2014, and between
$24-$26 billion in the years 2015 to 2018.

We will continue to target our net debt ratio in the 10-20% range while
uncertainties remain. Net debt is a non-GAAP measure.

Depreciation, depletion and amortization in 2014 is expected to be
around $1 billion higher than in 2013.

For 2014, the underlying effective tax rate (ETR) (which excludes
non-operating items and fair value accounting effects) is expected to be
around 35%, which is the same as the underlying ETR in 2013.

"Assumes $100/bbl oil and $5/mmBtu Henry Hub gas. The projection includes BP’s estimate of
the Rosneft dividend and the impact of payments in respect of federal criminal and securities
claims with the US government and SEC where settlements have already been reached, but
does not reflect any cash flows relating to other liabilities, contingent liabilities, settlements or
contingent assets arising from the Gulf of Mexico oil spill, which may or may not arise at that
time.




Upstream

In 2013 we continued to actively manage and simplify
our portfolio, strengthening our incumbent positions
to provide a platform for growing value.

Skarv started up in December 2012 and produces up to 160mboe/d. The
field development includes around 50 miles of gas export pipeline that
allows export to markets in Europe.

Our business model and strategy

Our Upstream segment is responsible for our activities in oil and
natural gas exploration, field development and production, and
midstream transportation, storage and processing. We also market
and trade natural gas, including liquefied natural gas, power and natural
gas liguids. In 2013 our activities took place in 27 countries.

We deliver our exploration, development and production activities
through five global technical and operating functions:

® The exploration function is responsible for renewing our resource
base through access, exploration and appraisal, while the reservoir
development function is responsible for the stewardship of our
resource portfolio.

* The global wells organization and the global projects
organization are responsible for the safe, reliable and compliant
execution of wells (drilling and completions) and major projects,
respectively.

® The global operations organization is responsible for safe, reliable
and compliant operations, including upstream production assets and
midstream transportation and processing activities.

The delivery of these activities is optimized and integrated with
support from global functions with specialist areas of expertise:
technology, finance, procurement and supply chain, human
resources and information technology.

Technologies such as seismic imaging, enhanced oil recovery and
real-time data support our upstream strategy by helping to gain new
access, increasing recovery and reserves and improving production
efficiency (see Our distinctive capabilities on page 16).

We actively manage our portfolio and are placing increasing emphasis
on accessing, developing and producing from fields able to provide the
greatest value (this includes those with the potential to make the
highest contribution to our operating cash flow). We sell assets that we
believe have more value to others. This allows us to focus our
leadership, technical resources and organizational capability on the
resources we believe are likely to add the most value to our portfolio.

Our strategy is to invest to grow long-term value by continuing to
build a portfolio of material, enduring positions in the world's key
hydrocarbon basins. Our strategy is enabled by:

® A continued focus on safety and the systematic management of risk.

* A simpler, more focused portfolio with strengthened incumbent
positions and reduced operating complexity.

* Playing to our strengths — exploration, deep water, giant fields
and gas value chains.

® An execution model that drives improvement in efficiency
and reliability — through both operations and investment.

* A bias to oil with selective gas value chains focusing on where we
have strong core positions, can play in premium growth markets or
bring advantaged technology to bear.

® Strong relationships built on mutual advantage, deep knowledge
of the basins in which we operate, and technology.

Our performance — 2013 summary

* \We continue our focus on improving safety performance. For more
details on personal and process safety (see Safety on page 41).

® Qur exploration function gained access to new potential resources
covering more than 43,000km? in seven countries.

® |n 2013 there were three major upstream project start-ups.
* \We achieved an upstream BP-operated plant efficiency? of 88%.
* Disposal transactions generated $1.3 billion in proceeds in 2013.

Upstream profitability ($ billion)
RC profit before interest and tax M Underlying RC profit before interest and tax®

40
28.3
30 25.1 264" 252
22.9 22.4

19.7 19.6 ~183
20 e 16.7-18.
’ l

2009 2010 2011 2012 2013

See Financial performance on page 27 for an explanation of the main
factors influencing Upstream profit in 2013 compared with 2012.

Outlook

* Ve have announced plans to establish a separate BP business to
manage our onshore oil and gas assets in the US lower 48, which
we expect to be operational in early 2015. Our goal is to build a
stronger, more competitive and sustainable business that we expect
to be a key component of BP’s portfolio in the future.

¢ \We expect reported production in 2014 to be lower than 2013,
mainly due to the expiration of the Abu Dhabi onshore concession,
with an impact of around 140mboe/d, and divestments. After
adjusting for the impacts of the concession expiry, divestments and
entitlement effects in our production-sharing agreements (PSAs),
we expect underlying production to be higher in 2014.

e |n addition to the Chirag oil, Mars B and Na Kika Phase 3 projects,
which started up in January and February, we expect a further four
major projects to come onstream in 2014, which will contribute to
the group'’s plan to generate an increase of around 50% in operating
cash flow in 2014 compared with 2011.¢

e Capital investment in 2014 is expected to increase, largely reflecting
the progression of our major projects.

2 Plant efficiency is the actual production of a plant facility expressed as a percentage of total

achievable installed production capacity of the asset including the reservoir, well, plant and export

system.

®Underlying replacement cost (RC) profit before interest and tax is not a recognized GAAP
measure. See footnote ¢ on page 23 for further information. The equivalent measure on an IFRS
basis is RC profit before interest and tax.

¢ See footnote b on page 56.
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Our markets

Natural gas prices
Natural gas prices continued to show wide differentials between regions in

2013 2012 2011 L ) ) b
Average oil marker orices* % per barrel 2013, although widening of the differentials stagnated as US gas prices
9 P P recovered from their 2012 lows. The Henry Hub First of Month Index
Brent 108.66 111.67 11126 4veraged $3.65 in 2013, an increase of 31% versus 2012.
West Texas Intermediate 97.99 94.13 95.04
Average natural gas marker prices $ per million British thermal units Henry Hub ($/mmBtu)
Average Henry Hub gas price® 3.65 2.79 404  — 2013 — 2012 5-year range
pence per therm 15

Average UK National Balancing Point

gas price? 67.99 59.74 56.33 12
2 All traded days average.
5Henry Hub First of Month Index. 9
Crude oil benchmark prices 6

Brent remains an integral marker to the production portfolio, from which a
significant proportion of production is priced directly or indirectly. Certain

regions use other local markers, which are derived using differentials or a
lagged impact from the Brent crude oil price.

Crude oil prices, as demonstrated by the industry benchmark of dated
Brent, averaged $108.66 per barrel in 2013, compared with an average of
$111.67 per barrel in 2012. This represented the third consecutive year with
the dated Brent average price above $100 per barrel. Prices weakened in
early 2013 amid strong growth of light, sweet oil production in the US, but
rebounded later in the year due to a range of supply disruptions and
heightened market perceptions of risks to supply.

Brent ($/bbl)
— 2013 — 2012 5-year range
150
ANAAL
P T e T e
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30
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Amid continued high oil prices, global oil consumption increased, rising by
roughly 1.2 million barrels per day for the year compared with 2012 (1.3%),
in part boosted by cold weather early in the year.c The growth in
consumption was slightly exceeded by growth in non-OPEC production,
which was dominated by continued strong growth in US output. However,
OPEC crude oil production fell due to ongoing Iran sanctions and renewed
outages in Libya. As a result, OECD commercial oil inventories remained
relatively balanced.

Global oil consumption in 2012 grew by roughly 0.9 million barrels per day
compared with 2011 (0.9%).¢ OPEC production met most of the growth
in consumption, driven by the recovery in Libyan production.

We expect oil price movements in 2014 to continue to be driven by

the pace of global economic growth and its resulting implications for

oil consumption, by supply growth in North America, and OPEC production
decisions. Risks to supply remain a key uncertainty.

¢From Oil Market Report 21 January 2014°, OECD/IEA 2014, page 1.
4 BP Statistical Review of World Energy June 2013.
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The US natural gas market saw a gradual return to balance in 2013,
following the dramatic loss of heating demand in 2012 due to unusually
warm winter weather, which pushed gas prices down to 10-year lows.
A return to more normal weather in 2013 restored heating demand for
gas, which meant less pressure on gas to compete with coal for a share
of the power generation market, allowing gas prices to recover. US

gas supply continued to expand in 2013, reaching yet another record
production level, supported in particular by rising liquids-rich (wet)

gas production.

In Europe, gas prices at the UK National Balancing Point increased

by 14% to an average of 67.99 pence per therm for 2013. Record-low
inventory levels, coming out of a prolonged winter, coupled with
declining European gas production and continued diversion of LNG to
the higher-priced Asian market, caused European spot prices to climb
to a five-year high. European demand remained weak, especially in
power generation where gas remained uncompetitive against coal.

Global LNG supply expanded in 2013, following a contraction in supply
in 2012. However the LNG market remained tight, with continued
strong demand in Asia due to economic growth and nuclear power
outages, and also in Latin America due to the impact of a drought on
hydroelectric production.

In 2012 the strength of shale gas production in the US, combined with
an unusually warm winter, led the average Henry Hub First of Month
Index to fall by 31% to $2.79/mmBtu. In the UK, National Balancing
Point prices averaged 59.74 pence per therm, 6% above prices in 2011.

In 2014 we expect gas markets to continue to be driven by the
economy, weather, production, trade developments and continued
uncertainty surrounding nuclear power generation in Japan. Futures
markets indicate that the large gap between US and European gas
prices is expected to persist through 2014.




Preparing for Shah Deniz Stage 2

In 1999 we made one of our largest ever gas discoveries — Shah
Deniz — on the deepwater shelf of the Caspian Sea. The reservoir
is similar in size to Manhattan island and is being developed in
stages. Production from Stage 1 started in 2006.

Stage 2 will open up the Southern Gas Corridor so that gas can be
moved directly from Azerbaijan to Europe for the first time, helping
to increase the energy security of European markets. With a total
investment of more than $28 billion, this project will involve the N
construction and integration of activity related to 26 wells, two
new platforms and onshore processing and compression facilities.

In 2013 we concluded 25-year sales agreements for more than

10 billion cubic metres per annum (bcma) to be produced from the
Shah Deniz field as a result of Stage 2 — the largest sales contracts
in Azerbaijan’s history. This adds to existing 2011 agreements to
sell 6Bbcma of gas, meaning that in total, 16bcma of Shah Deniz
Stage 2 gas is to be sold in ltaly, Greece, Bulgaria and Turkey
through some 3,500km of pipelines to Europe. The agreements
came into force following the final investment decision on the
project on 17 December 2013.

@ We are strengthening our portfolio of high-value and longer
life assets.

Financial performance

$ million
2013 2012 2011
Sales and other operating revenues® 70,374 72,225 75,754
RC profit before interest and tax 16,657 22,491 26,358
Net (favourable) unfavourable impact
of non-operating items and fair
value accounting effects' 1,608 (3,055) (1,141)
Underlying RC profit before interest
and tax? 18,265 19,436 25,217
Capital expenditure and acquisitions 19,115 18,620 25,821
BP average realizations” $ per barrel
Crude oll 105.38 108.94 107.91
Natural gas liquids 38.38 42.75 51.18
Liquids' 99.24 102.10 101.29
$ per thousand cubic feet
Natural gas 5.35 4.75 4.69
US natural gas 3.07 2.32 3.34
$ per thousand barrels of oil equivalent
Total hydrocarbons’ 63.58 61.86 62.31

¢Includes sales to other segments.

f Fair value accounting effects are not a recognized GAAP measure and represent the (favourable)
unfavourable impact relative to management’s measure of performance (see page 238 for further
details).

9Underlying RC profit is not a recognized GAAP measure. See footnote ¢ on page 23 for
information on underlying RC profit.

" Realizations are based on sales of consolidated subsidiaries only, which excludes equity-
accounted entities.

' Liquids comprise crude oil, condensate and natural gas liquids (NGLs).

I Natural gas is converted to oil equivalent at 5.8 billion cubic feet = 1 million barrels.

Sales and other operating revenues for 2013 were $70 billion (2012 $72
billion, 2011 $76 billion). The decrease in 2013, compared with 2012,
primarily reflected lower volumes due to disposals and lower realizations,
partially offset by higher gas marketing and trading revenues. The decrease
in 2012, compared with 2011, primarily reflected lower production and
persistently low Henry Hub gas prices.

In 2013 replacement cost (RC) profit before interest and tax for the segment
was $16.7 billion (2012 $22.5 billion, 2011 $26.4 billion). The 2013 result
included a net non-operating charge of $1,364 million, primarily related to an
$845-million write-off attributable to block BM-CAL-13 offshore Brazil as a
result of the Pitanga exploration well not encountering commercial quantities
of oil or gas, and impairment and other charges partly offset by fair value
gains on embedded derivatives and disposal gains. In addition, fair value

accounting effects had an unfavourable impact of $244 million relative to
management’s measure of performance. The 2012 result included net
non-operating gains of $3,189 million, primarily as a result of gains on
disposals being partly offset by impairment charges. In addition, fair value
accounting effects had an unfavourable impact of $134 million. The 2011
result included net non-operating gains of $1,130 million, primarily as a result
of gains on disposals being partly offset by impairments, a charge associated
with the termination of our agreement to sell our 60% interest in Pan
American Energy LLC (PAE) to Bridas Corporation and other non-operating
items. In addition, fair value accounting effects had a favourable impact of
$11 million.

After adjusting for non-operating items and fair value accounting effects,
underlying RC profit before interest and tax in 2013 was $18.3 billion (2012
$19.4 billion, 2011 $25.2 billion). Compared with 2012, the decrease in
2013 reflected lower production due to divestments, lower liquids
realizations and higher costs, including exploration write-offs and higher
depreciation, depletion and amortization, partly offset by an increase in
underlying volumes, a benefit from stronger gas marketing and trading
activities, a one-off benefit to production taxes as a result of fiscal relief
allowing immediate deduction of past costs, a one-off benefit, mainly in
respect of prior years, resulting from the US Federal Energy Regulatory
Commission approval of cost pooling settlement agreements between the
owners of the Trans-Alaska Pipeline System (TAPS) and higher gas
realizations. Compared with 2011, the 2012 result reflected higher costs
(primarily higher depreciation, depletion and amortization, as well as
ongoing sector inflation), lower production and lower realizations.

Total capital expenditure including acquisitions and asset exchanges in
2013 was $19.1 billion (2012 $18.5 billion, 2011 $25.8 billion).

Provisions for decommissioning decreased from $17.4 billion at the end of
2012 to $17.2 billion at the end of 2013. The decrease reflects primarily a
reduction due to the change in discount rate and utilization of provisions
largely offset by updated estimates of the cost of future decommissioning
and additions. Decommissioning costs are initially capitalized within fixed
assets and are subsequently depreciated as part of the asset.

Acquisitions and disposals

In total, disposal transactions generated $1.3 billion in proceeds during
2013, with a corresponding reduction in net proved reserves of
200mmboe, all within our subsidiaries. There were no significant
acquisitions in 2013.

Disposals
The major disposal transactions during 2013 were the sale of our
interests in the Harding (BP 70%), Maclure (BP 37.04%), Braes (BP 27.7%),
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Major projects portfolio

Alaska Ve Canada e North Sea

m Alaska LNG ( ® Pike Phase 1 [ m Clair Ridge

m Liberty A Sunrise Phase 1 m Greater Clair

® Point Thomson B Sunrise Phase 2 A Kinnoull

® West end m Terre de Grace ® Quad 204
development

® Alaska viscous oil .N()Srr\]/;gg

-

e North Africa
Gulf of Mexico
O Atlantis North expansion

Phase 1 \I Bourarhat
® Mad Dog Phase 2
A Mars B ini
Trinidad & Toba
A Na Kika Phase 3 I”J:miper oreae
A Atlantis North expansion Phase 2 ® Manakin
® Thunder Horse South expansion ® Angelin
m Kaskida B Cassia
" Tiber \
B Moccasin
\\ Brazil
Key | ltaipu

O Started up in 2013.
A Started up infon track for 2014 start-up.
m In progress for 2015 and beyond.

Braemar (BP 52%) and Devenick (BP 88.7%) fields 