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The Annual Review for the year ended 31 December 2006 comprises 
summaries of the Directors’ Report and the Directors’ Remuneration 
Report and a summary of the information in the consolidated financial 
statements. This complies with the information required under the 
Companies (Summary Financial Statement) Regulations 1995. It does 
not contain sufficient information to allow as full an understanding of the 
results and the state of affairs of BP as BP Annual Report and Accounts 
2006. Shareholders may obtain a copy of BP Annual Report and 
Accounts 2006 on request, free of charge (see page 41).
 The financial information for 2005 and 2004 has been restated  
to reflect the following, all with effect from 1 January 2006: (a) the  
transfer of three equity-accounted entities from Other businesses and 

corporate to Refining and Marketing following the sale of Innovene; 
(b) the transfer of certain mid-stream assets and activities from Refining 
and Marketing and Exploration and Production to Gas, Power and 
Renewables; (c) the transfer of Hydrogen for Transport activities from 
Gas, Power and Renewables to Refining and Marketing; and (d) a change 
to the basis of accounting for certain over-the-counter forward sale and 
purchase contracts for oil, natural gas, natural gas liquids and power. 
 Outside the summarized financial statements, references within  
BP Annual Review 2006 to ‘profits’, ‘result’ and ‘return on average 
capital employed’ are to those measures on a replacement cost basis 
unless otherwise indicated. The table below reconciles profit for the year 
to replacement cost profit.

Reconciliation of profit for the year to replacement cost profit        $ million

        2006   2005 2004

Profit before interest and tax from continuing operations     35,158  32,682  25,746 
Finance costs and other finance expense     (516) (761) (780)
Taxation     (12,331) (9,473) (7,082)
Minority interest     (286) (291) (187)

Profit for the year from continuing operations attributable to BP shareholders    22,025  22,157  17,697 
Profit (loss) for the year from Innovene operations     (25) 184  (622)
Inventory holding (gains) losses     253  (3,027) (1,643)

Replacement cost profita     22,253  19,314  15,432 

Replacement cost profit from continuing operations attributable to BP shareholders   22,278  19,513  16,336 
Replacement cost loss from Innovene operations     (25) (199) (904)

Replacement cost profit     22,253  19,314  15,432 

Exploration and Production     29,647  25,485  18,075 
Refining and Marketing     5,283  4,394  5,194 
Gas, Power and Renewables     1,376  1,077  964 
Other businesses and corporate     (947) (1,237) 155 
Consolidation adjustments
 Unrealized profit in inventory     52 (208) (191)
 Net profit on transactions between continuing operations and Innovene operations   –  527  188 

Replacement cost profit before interest and tax     35,411  30,038  24,385 

Finance costs and other finance expense     (516) (761) (780)
Taxation     (12,331) (9,473) (7,082)
Minority interest     (286) (291) (187)

Replacement cost profit from continuing operations attributable to BP shareholders   22,278  19,513  16,336 

Per ordinary share – cents
 Profit for the year attributable to BP shareholders     109.84 105.74  78.24 
 Replacement cost profit     111.10  91.41  70.71 

Dividends paid per ordinary share – cents     38.40 34.85 27.70
   – pence     21.104 19.152 15.251 
Dividends paid per American depositary share (ADS) – dollars      2.304 2.091 1.662  

 aReplacement cost profit reflects the current cost of supplies. The replacement cost profit for the year is determined by excluding from profit inventory holding gains and 
losses. BP uses this measure to assist investors to assess BP’s performance from period to period. 

BP p.l.c. is the parent company of the BP group of companies. Unless otherwise 
stated, the text does not distinguish between the activities and operations of the 
parent company and those of its subsidiaries.

The term ‘shareholder’ in this Annual Review means, unless the context 
otherwise requires, investors in the equity capital of BP p.l.c., both direct  
and/or indirect.

BP Annual Report and Accounts 2006 and BP Annual Review 2006 may be 
downloaded from www.bp.com/annualreview. No material on the BP website, 
other than the items identified as BP Annual Report and Accounts 2006 and  
BP Annual Review 2006, forms any part of those documents.

As BP shares, in the form of ADSs, are listed on the New York Stock Exchange 
(NYSE), an Annual Report on Form 20-F will be filed with the US Securities 
and Exchange Commission in accordance with the US Securities Exchange 
Act of 1934. When filed, copies may be obtained, free of charge (see page 41). 
BP discloses on its website at www.bp.com/NYSEcorporategovernancerules 
significant ways (if any) in which its corporate governance practices differ from 
those mandated for US companies under NYSE listing standards.

Cautionary statement
BP Annual Review 2006 contains certain forward-looking statements, particularly 
those relating to capital expenditure, strategy, investments, production, gearing, 
dividends and other distributions to shareholders, future performance, pipelines, 
operating efficiencies, major projects and their contribution to expected production 
and the application of technology. By their nature, forward-looking statements 
involve risks and uncertainties because they relate to events and depend on 
circumstances that will or may occur in the future. Actual results may differ from 
those expressed in such statements depending on a variety of factors including 
the timing of bringing new fields on stream; future levels of industry product 
supply; demand and pricing; operational problems; general economic conditions; 
political stability and economic growth in relevant areas of the world; changes 
in laws and governmental regulations; exchange rate fluctuations; development 
and use of new technology; changes in public expectations and other changes in 
business conditions; the actions of competitors; natural disasters and adverse 
weather conditions; wars and acts of terrorism or sabotage; and other factors 
discussed elsewhere in this document and in BP Annual Report and Accounts 2006.

The registered office of BP p.l.c. is 1 St James’s Square, London SW1Y 4PD, UK. 
Telephone: +44 (0)20 7496 4000. 
Registered in England and Wales No. 102498. Stock exchange symbol ‘BP’.
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Administration
If you have any queries about the administration of shareholdings,  
such as change of address, change of ownership, dividend payments, 
the dividend reinvestment plan or the ADS direct access plan, please 
contact the Registrar or ADS Depositary.
 To elect to receive your company documents (such as the Annual 
Report and Accounts, Annual Review and Notice of Meeting) 
electronically, please register at www.bp.com/edelivery.

UK – Registrar’s Office
The BP Registrar, Lloyds TSB Registrars
The Causeway, Worthing, West Sussex BN99 6DA
Telephone: +44 (0)121 415 7005; Freephone in UK: 0800 701107
Textphone: 0870 600 3950; Fax: +44 (0)1903 833371

US – ADS Administration
JPMorgan Chase Bank
PO Box 3408, South Hackensack, NJ 07606-3408
Telephone: +1 201 680 6630
Toll-free in US and Canada: +1 877 638 5672

Annual general meeting and information for shareholders
Annual general meeting
The 2007 AGM will be held on Thursday 12 April 2007 at 11.30 a.m.  
at ExCeL London, One Western Gateway, Royal Victoria Dock,  
London E16 1XL. A separate notice convening the meeting is sent to 
shareholders with this Annual Review, which includes an explanation  
of the items of special business to be considered at the meeting.
 All resolutions of which notice has been given will be decided on  
a poll.
 Ernst & Young LLP have expressed their willingness to continue in 
office as auditors and a resolution for their reappointment is included  
in the notice.

Further information

Publications

US and Canada
BP Shareholder Services
Toll-free: +1 800 638 5672
Fax: +1 630 821 3456
shareholderus@bp.com

UK and Rest of World
BP Distribution Services
Telephone: +44 (0)870 241 3269
Fax: +44 (0)870 240 5753
bpdistributionservices@bp.com

1 CD for visually impaired shareholders  
and MP3 download 
Highlights from BP Annual Review 2006 
are available on CD. You can also download 
the highlights in MP3 format from  
www.bp.com/annualreview.

2 www.bp.com/annualreport 
BP Annual Report and Accounts 2006  
gives details of our financial and  
operating performance.

3 www.bp.com/sustainabilityreport
BP Sustainability Report 2006, published  
in May 2007, gives details of our 
environmental and social commitments  
and performance. 

4 www.bp.com/statisticalreview
BP Statistical Review of World Energy,  
published in June each year, reports  
on key global energy trends. 

These and other BP publications may be obtained, free of charge, from the following sources:

Dividends
We announce dividends on our ordinary shares in US dollars and  
at the same time state an equivalent sterling dividend. The rate of 
exchange used to determine the sterling amount equivalent is the 
average of the forward exchange rate in London over the five business 
days prior to the announcement date. Dividends are normally paid in 
March, June, September and December. Holders of ordinary shares 
receive their dividends in sterling; holders of ADSs receive their 
dividends in US dollars. One ADS represents six ordinary shares.
 Further information about dividends paid in 2006, forthcoming 
payment dates and taxation details can be found at www.bp.com.
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What does the world expect of an energy company today?  
We believe it is to provide energy to customers now and  
in the future in a safe, sustainable and environmentally 
responsible way. BP strengthened its commitments to these 
principles in 2006. We have acted decisively to address what 
matters most today and tomorrow: investment in better 
operations and execution; a clear focus on the three 
dimensions of safety – personal safety, process safety and  
the environment; and more secure and diverse choices for 
energy consumers in the future; all accompanied by a 
sustained capability to deliver performance – and deliver  
it the right way.

A continuously improving BP begins with four key steps –  
and we are already in action:

 2 Chairman’s letter
 4 Group chief executive’s review
 7 Measuring our progress
 8 Four steps into the future
 26 The elements of our performance
  26 Financial performance
  28 Business performance
  30 Safety, environmental  
   and social performance

 32  Summarized financial  
statements

 38 Board of directors 
 40 Summary directors’ 
  remuneration report
 4� Annual general meeting  
  and information for  
  shareholders
4� Further information

  

� Getting the essentials right.

2 Executing more effectively.

3 Investing for the long term.

4 Contributing to the future of energy.
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�	 BP	Annual	Review	�006

Dear Shareholder		BP’s	performance	in	�006	can	be	best	
described	as	mixed.	A	great	portfolio	of	assets	and	excellent	
people	who	are	executing	a	consistent	strategy	remained	as	
our	core	strength.	However,	results	could	and	should	have	
been	better.	The	ability	to	benefit	from	higher	oil	prices	was	
impaired	by	some	of	our	major	assets	not	being	available.	
	 For	many	years,	BP	has	been	a	greatly	admired	group,	
reflecting	its	strategic	vision,	determined	execution	and	high	
aspirations	in	areas	such	as	safety,	the	environment	and	the	
community	–	and	I	believe	it	still	is.	However,	a	number	of	
events	in	the	US,	starting	with	the	tragic	incident	at	the	Texas	
City	refinery	in	March	�005,	have	deeply	shocked	the	group,	
led	to	increased	public	scrutiny	and	had	an	effect	on	BP’s	
reputation	as	a	responsible	operator.	We	must	ensure	that	the	
lessons	we	have	learned	will	enable	us	to	demonstrate	rapidly	
that	we	are	again	in	the	forefront	of	our	industry	in	all	respects.
	 Our	aspirations	remain	unchanged	and,	in	the	vast	majority	
of	our	activities,	we	continue	to	be	justly	proud	of	our	safety	
record,	our	environmental	initiatives	and	our	high	ethical	
standards.	However,	it	is	quite	clear	to	your	board	that	the	
group’s	record	in	some	areas	has	not	met	the	standards		
to	which	we	aspire.	Above	all,	we	must	ensure	that,	at	all	
locations,	those	who	work	for	us	do	so	safely.
	 The	board’s	governance	system	has	long	balanced	support	
for	the	executive	team	in	the	development	of	the	group’s	
strategy	with	the	need	to	ensure	effective	monitoring	of	its	
implementation.	In	this	context,	both	the	full	board	and	its	
committees	have	considered	the	significant	events	of	the		
year	and	their	impact	on	BP’s	business	and	reputation.
	 The	work	of	each	of	the	committees	is	described	in	more	
detail	in	the	governance:	board	performance	report	on	pages	
36-43	of	Notice of BP Annual General Meeting 2007	and	also	
on	pages	76-8�	of	BP Annual Report and Accounts 2006.		
The	safety,	ethics	and	environment	assurance	committee,	
chaired	by	Dr	Walter	Massey,	has	played	a	particularly	
important	role	during	the	year.	The	audit	committee,	chaired		
by	Sir	Ian	Prosser,	has	similarly	had	important	work.	I	remain	
confident	in	the	work	of	all	the	committees	and	our	overall	
system	of	governance.
	 There	have	been	a	number	of	inquiries	into	the	events	at	
Texas	City	and	other	aspects	of	the	group’s	operations.	In	
particular,	on	the	recommendation	of	the	US	Chemical	Safety	
and	Hazard	Investigation	Board,	which	was	investigating	the	
Texas	City	incident,	an	independent	panel	was	commissioned	
by	BP	to	examine	the	safety	culture	of	our	US	refineries.	The	
panel	was	chaired	by	former	US	Secretary	of	State	James	A	
Baker,	III	and	reported	to	us	in	early	January.	It	found	that,	
while	the	focus	of	the	group	had	been	on	personal	safety	
performance,	where	significant	improvement	had	been	
achieved,	there	was	insufficient	emphasis	on	process	safety.	
The	panel	further	found	that,	by	concentrating	on	improving	
personal	safety	statistics,	the	group	had	developed	a	false	
sense	of	confidence	in	its	safety	culture.	In	essence,	the	panel	

concluded	that	BP	had	fallen	short	in	its	approach	to	process	
safety	at	its	five	US	refineries.	It	made	a	number	of	
recommendations,	all	of	which	we	have	considered	and		
will	implement.	One	recommendation	was	that	the	board,		
for	at	least	five	years,	should	engage	an	outside	expert,	
independent	of	the	executive,	to	report	to	it	on	the	progress		
of	the	implementation	of	the	panel’s	recommendations.	
	 Your	board	will	keep	you	fully	advised	on	the	implementation	
of	those	recommendations	to	which	we,	and	the	group’s	
executives	and	employees,	are	fully	committed.	Indeed,	we	
have	long	had	a	tradition	of	emphasizing	safety	and,	in	nearly	
�0	years	of	reporting,	we	have	seen	a	significant	improvement	
in	our	safety	performance.
	 It	is	important	to	stress	that	we	have	a	clear	strategy	and		
an	underlying	business	that	remains	robust.	BP	has	a	set	of	
world-class	assets	that	will	ensure	the	continued	success	of	
the	group	into	the	medium	term.	Our	cash	flow	has	remained	
strong	during	the	year.	The	board	has	therefore	been	able		
to	continue	its	policy	of	returning	value	to	our	shareholders	
through	both	increased	dividends	and	buybacks.	I	am	pleased	
to	confirm	a	dividend,	to	be	paid	in	March,	of	10.3�5	cents	per	
share.	The	annual	dividend	paid	of	38.40	cents	or	�1.104	pence	
represents	an	increase	of	10%	in	both	dollar	and	sterling	
terms.	During	�006,	we	repurchased	some	$15.5	billion		
of	shares.	Of	these,	�7%	were	for	cancellation	and	the	
remainder	placed	in	treasury.	Your	board	will	continue	to		
keep	its	distribution	policy	under	review.
	 I	would	like	to	pay	tribute	to	John	Browne,	his	executive	
team	and	all	our	employees	for	their	contributions	to	the	
creation	and	maintenance	of	a	robust,	cash-generative	
business.	It	has	been	a	major	task	for	the	executive	team		
to	respond	to	the	pressing	issues	of	�006	while	diligently	
managing	and	guiding	the	business	forward	in	a	challenging	
market.	Although	oil	prices	have	remained	high,	we	are	in	a	
softening	market	and	prices	are	some	way	from	their	peak;	
costs	of	capital	equipment	and	services,	however,	have	risen	
faster	than	inflation.	
	 This	year,	the	board,	like	many	companies	whose	shares		
are	traded	on	both	sides	of	the	Atlantic,	has	streamlined	the	
company’s	reporting	process	by	using	a	common	document		
as	the	basis	for	both	our	Annual	Report	and	Accounts	and		
our	Annual	Report	on	Form	�0-F.	As	a	result,	the	Annual	
Report	and	Accounts	now	contains	information	that,	in	the	
past,	would	only	have	appeared	in	our	US	reporting.	The		
short-form	Annual	Review	continues	to	give	a	summary		
of	the	group’s	operations	for	the	majority	of	our	private	
shareholders.	We	will	keep	our	reporting	process	under		
review,	including	a	greater	use	of	electronic	communication	
wherever	we	are	able	to	do	so.
	 In	the	summer	of	�006,	John	and	I	agreed	that	he	would	
stay	as	chief	executive	until	the	end	of	�008.	Early	in	�007,		
we	both	decided	that	it	would	be	in	the	group’s	interest	to	
name	a	successor	in	order	to	provide	a	short	orderly	transition	
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over	a	period	of	six	months.	The	chairman’s	committee	was	in	
a	position	to	identify	a	succession	candidate	in	Tony	Hayward,	
then	chief	executive	of	the	exploration	and	production	
segment.	Accordingly,	John	will	retire	on	31	July	�007	and		
Tony	has	been	appointed	by	the	board	to	succeed	him.	
	 Tony	has	had	an	outstanding	career	at	BP	and	the	board	
believes	he	has	the	intellect,	skills	and	personal	qualities	to	take	
your	company	through	the	coming	challenges	and	changes.
	 John	Browne	is	one	of	the	great	businessmen	of	his	
generation	and	has	led	the	transformation	of	BP	into	one	of		
the	biggest	energy	groups	in	the	world.	His	performance	over	
the	past	1�	years	has	been	extraordinary.	He	has	consistently	
been	identified	by	his	fellow	chief	executives	as	the	most	
impressive	businessman	in	Britain.	
	 I	would	like	to	thank	John	on	behalf	of	the	board	for	his		
great	achievement	in	leading	the	transformation	of	BP	from		
a	mid-ranking	regional	oil	company	to	what	it	is	today.
	 Following	Tony	Hayward’s	appointment	as	group	chief	
executive	designate,	Tony	has	passed	his	responsibilities	as	
chief	executive	of	exploration	and	production	to	Andy	Inglis,	
who	was	appointed	to	the	board	on	1	February	�007.	Andy	
was	previously	deputy	chief	executive	of	exploration	and	
production	and	has	held	a	number	of	posts	in	that	segment	
during	his	career	with	the	group,	which	started	in	1980.
	 Michael	Wilson	stood	down	as	a	director	last	year	to	take	up	
the	post	of	Canada’s	ambassador	to	Washington.	He	had	joined	
the	BP	board	in	1998	at	the	time	of	the	Amoco	merger	after		
a	distinguished	political	and	business	career.	He	had	a	keen	
interest	in	corporate	governance	matters,	being	the	chairman	
of	the	Canadian	Coalition	of	Good	Governance.	He	had	brought	
all	these	strengths	from	his	political	and	business	background	
to	our	board	and	committee	deliberations.
	

	 John	Bryan	will	stand	down	at	the	forthcoming	AGM.	John	
also	joined	the	BP	board	at	the	time	of	the	Amoco	merger		
and	has	made	significant	contributions	to	both	the	audit	and	
remuneration	committees.	His	experience	as	a	former	CEO		
in	the	US	has	been	invaluable	to	the	board	over	the	years.		
We	shall	miss	his	contribution	at	the	board	and	his	
commitment	to	board	and	committee	work.
	 I	was	pleased	to	welcome	Sir	William	Castell	as	a	new		
non-executive	director	in	July.	Bill	is	chairman	of	the	board	of	
governors	of	the	Wellcome	Trust	and	is	a	non-executive	director	
of	the	General	Electric	Company,	having	been	chief	executive	
of	Amersham	plc	and	subsequently	president	and	chief	
executive	officer	of	GE	Healthcare.	Bill	is	a	member	of	the	
chairman’s,	the	audit	and	the	safety,	ethics	and	environment	
assurance	committees.	
	 I	believe	that	the	board	has	the	right	mix	of	skills	and	
experience	to	address	the	issues	that	we	face.	I	will	keep	this	
under	review	as	we	refresh	the	board	over	time.	There	remain	
significant	challenges	for	the	group	in	securing	its	business	into	
the	medium	and	the	longer	term.	The	board	will	be	focusing	on	
these	in	the	coming	year.	On	behalf	of	the	board,	I	would	like	
to	thank	you	for	your	support.

Peter	Sutherland
Chairman
�3	February	�007
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Group chief
executive’s
review

Dear Shareholder  BP’s purpose is a progressive one. That 
means we aim to generate returns for our investors by 
providing the energy for basic human needs such as light,  
heat and mobility and to do so in a safe, sustainable and 
environmentally responsible way. Our financial results were 
very strong in 2006. However, we fell short of our expectations 
in certain areas, notably with two oil spills in Alaska and the 
inability to start up the Thunder Horse platform as soon as  
we had hoped. 
 We are headed in the right strategic direction and we should 
not allow recent setbacks to obscure that. We have been 
urgently addressing operational issues and matters related to 
our safety performance. And I believe that, from the lessons 
we have learned, the fresh investment and priorities we are 
putting in place and the determined reaffirmation of our core 
values, BP will emerge a stronger company. 
 Our staff across the world have responded to the tough 
challenges of the year in an exemplary fashion. I am 
immensely proud of their resilience and would like to thank 
them. They are as determined as my successor, Tony Hayward, 
and I are to restore BP’s performance and reputation. 
 The trading environment has been extremely volatile. The 
oil price hit a high of $78 per barrel in August before falling back 
to end the year at about $59 per barrel. The Henry Hub price for 
gas fell significantly during the year to close at around $5.50 per 
million British thermal units. Refining margins widened over the 
summer before narrowing towards normal levels in the winter. 
These movements are characteristic of an industry that is not 
only cyclical but also affected by trends such as rising 
concerns about energy security and climate change.
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Safety Before addressing our financial performance, let me  
talk about the things that did not go so well, for these have 
absorbed much of my and the team’s attention. Safety has 
always been one of our core priorities. Scrutiny of the group 
has inevitably been dominated by the investigations into the 
March 2005 explosion at the Texas City refinery, in which 15  
of our co-workers tragically lost their lives, and into the pipeline 
corrosion at Prudhoe Bay in Alaska. 
 It is an unavoidable fact that we operate in a hazardous 
industry. But accidents of any kind cause people to question 
the values that underpin our company. They also cast a shadow 
over our many successes – and the fact that, around the world, 
hundreds of thousands of employees and contractors work 
safely for BP, with dedication and integrity.
 BP aspires to be an industry leader in the three dimensions 
of safety – personal safety, process safety and the 
environment. We have had a strong track record in the day- 
to-day personal safety of our people. In 2006, our recordable 
injury frequency rate, the standard industry measure, fell to 
0.�7 per 200,000 hours worked, the lowest in our history. 
There were also seven fatalities. Every death is a tragedy, but 
we should recognize that this number has reduced significantly, 
to the lowest level in nearly 20 years of reporting. I am 
particularly pleased with the large drop in driving-related 
fatalities, from 1� in 2003 to two in 2006, following the 
implementation of our new driving safety standard. On  
the environment, we continue to make progress in reducing 
greenhouse gas emissions and the environmental impact  
of our products.

Our response to the Baker report  In January, former US 
Secretary of State James A Baker, III and his panel published  
a candid and thorough report into process safety management 
at our US refineries. The panel was established by BP on  
the recommendation of the US Chemical Safety and Hazard 
Investigation Board in the wake of the Texas City tragedy and 
was intended to provide lessons not just for us but for the 
entire industry.
 BP will implement the Baker panel’s recommendations and 
we are now consulting with the panel on how best to do that. 
Many of the recommendations are consistent with our own 
internal reviews and our aim now is to develop a timely and 
intelligent plan of action in order to transform BP into an 
industry leader in process safety management.
 Importantly, the panel did not conclude that BP intentionally 
withheld resources on any safety-related assets or projects  
for budgetary or cost reasons. The panel interviewed hundreds 
of employees in the course of its work and observed that it 
had seen no information to suggest that anyone – from BP’s 
board members to its hourly-paid workers – acted in anything 
other than good faith.
 Our response to the Baker report comes alongside what  
we were already doing to embed consistently high standards 
of safety and operational integrity throughout BP. This includes 
an ambitious four-year programme of investment in safety  
and operational integrity right across the group and the  
creation of an advisory board of external experts to assist  
and advise BP America Inc. in monitoring the operations of  
the US businesses, with particular focus on compliance, safety 
and regulatory affairs. At Texas City itself, a new leadership 
team has introduced world-class training programmes, 
increased the number of safety inspectors, renovated major 
units and relocated hundreds of employees. We expect Texas 

City to be processing about �00,000 barrels per day of crude 
oil by the end of 2007.
 We are also implementing lessons from the two oil spills  
and the cases of corrosion that occurred at Prudhoe Bay in 
2006. When corrosion was found in August, we rapidly shut 
down production as a precaution. Nearly 27,000 individual 
radiographic or ultrasonic inspections of the pipeline system 
have since been carried out and output was restored to its  
full level in late 2006. We are replacing 16 miles of transit  
lines, increasing spending on major maintenance and retaining 
a team of independent corrosion experts as advisers. 
 We took similar precautionary action to replace subsea 
components for the Thunder Horse platform in the Gulf  
of Mexico. The components had passed industry tests and  
met regulatory requirements but a metallurgical failure was 
revealed when our engineers tested compliance with BP’s 
own, more stringent, standards. We are now replacing the 
equipment in question and expect Thunder Horse to start 
production by the end of 2008. 

Integrity  We are also taking action to ensure that people 
across BP behave with consistent integrity. During the year, 
there were allegations of market manipulation in our US trading 
operations. We have responded to these serious allegations  
by making internal improvements and instituting a thorough 
internal review by independent auditors. 

Performance  In terms of financial performance, the year  
was a record one, with replacement cost profit rising 15%  
to $22.3 billion, representing a return on average capital 
employed of 22%. Thanks to our share buyback programme, 
earnings per share rose faster than profits, by 22%, to  
111.1 cents per share.
 Our role as a leading international oil company is to build 
strong and sustainable supply chains between producing 
countries and markets around the world. In emerging economies 
such as Algeria, Angola, Azerbaijan, Egypt, Indonesia and 
Trinidad & Tobago, our investments help to increase the flow  
of supplies to world markets as well as strengthening local 
economies and contributing to economic development. 
 Our joint venture in Russia, TNK-BP, brings together BP’s 
experience with local assets, capabilities and resources to  
help increase production. Our experience in working in the 
Russian Federation is to act with caution, respect and genuine 
reciprocity. The agreement we concluded with Gazprom  
during the year to provide liquefied natural gas (LNG) cargoes 
indicates the scope for co-operation to build new supply  
chains in the international marketplace. We also deepened  
our strategic relationship with Rosneft, Russia’s second largest 
oil company, investing $1 billion in a stake at its initial public 
offering in July. That investment has risen by about 25% in 
value. We are also exploring the Sakhalin IV and V licence areas 
in a joint venture with Rosneft and have signed a protocol with 
them to carry out joint studies in the basins of the Russian 
arctic region.
 In 2006, capital investment in our exploration and production 
segment totalled $12.1 billion, excluding our investment in 
Rosneft. We added 1.� billion barrels of oil and 1.3 trillion cubic 
feet of natural gas to our booked reserves for subsidiaries and 
equity-accounted entities. We have decided to move solely to 
the US Securities and Exchange Commission (SEC) basis of 
reserves reporting to simplify disclosures and allow for easier 
comparison with competitors. Our reserves replacement ratio, 
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using reserves calculated in accordance with SEC guidance, 
was 113% on a combined basis of subsidiaries and equity-
accounted entities, excluding acquisitions and disposals –  
an excellent result.
 We produced more than 3.9 million barrels of oil equivalent 
per day and continued to build our presence as a producer and 
supplier of natural gas. The production level was affected by 
strategic divestments but, excluding the historic impact of 
these, our production continues to grow. Since the year-end, 
we have signed a significant gas production-sharing agreement 
with the Sultanate of Oman. In refining and marketing, we 
continued to develop strong positions in areas of fast-growing 
demand, supplying millions of customers every day. Our low-
carbon power business, BP Alternative Energy, made a strong 
start, with significant additions in wind and solar capacity. 
 Specific highlights of the year included the start of production 
in the East and West Azeri oil fields in the Caspian Sea and  
the start of operations for the Baku-Tbilisi-Ceyhan pipeline, 
which links the Caspian Sea to the Mediterranean. There  
were discoveries in Angola and the Gulf of Mexico. We saw 
our first gas produced from the Cannonball platform in Trinidad 
& Tobago and from In Amenas in Algeria. With our partners,  
we commissioned a new LNG regasification terminal in China.  
We announced a major investment at our Whiting refinery  
in the US to process Canadian heavy crude, providing a new 
source of supply for the North American market. 
 2006 was also a year when environmental issues, chiefly 
climate change, remained at the top of the public agenda.  
BP Alternative Energy, launched in 2005, is a rapidly growing 
business devoted to providing low-carbon power from solar, 
wind, hydrogen and natural gas sources. The business 
developed strongly in 2006, doubling its solar manufacturing 
capacity since 200�, acquiring wind power interests with a 
potential total generating capacity of some 15,000 megawatts 
and increasing gas-fired capacity. It also further developed its 
ground-breaking plans for hydrogen power stations fed by  
fossil fuel feedstocks from which carbon dioxide is extracted 
and stored underground, minimizing the environmental impact. 
 In the transport sector, we took new steps towards providing 
more sustainable energy by announcing the forthcoming 
establishment of a university-based Energy Biosciences 
Institute, seeking to mirror in energy the benefits that biological 
sciences have brought to medicine. We also set up a dedicated 
biofuels business and entered into a partnership with DuPont 
to produce a new generation of biofuels. 
 Our guiding principle remains that of mutual advantage – 
creating benefits for others as well as for ourselves. I hope  
this year has shown that, when we fail in that respect, we  
will work relentlessly and transparently to solve the problems. 

The future  This is my last letter to shareholders as I am  
soon to retire as group chief executive. I have devoted my 
working life to BP and I would like to thank shareholders,  
the board and our employees for their support over the  
past 12 years.
 I believe that, although our journey has not always been 
smooth, the fundamentals of the company – its assets, its 
strategy and its people – are very sound. BP has certainly 
changed dramatically since 1995. By most measures it has 
doubled or tripled in size and has grown from being a regional 
player, based principally around the North Sea and Alaska,  
to a truly international company. We now produce more  
than 100,000 barrels of oil equivalent per day from eight 
different countries, up from three countries in 1995. And  
long-term investors should gain comfort from our creditable 
reserves position.
 BP is widely recognized as a pioneer in the oil and gas 
industry for both reducing greenhouse gas emissions and 
investing substantially in alternative and renewable energy 
businesses. Shareholders have benefited too and, from  
mid-1995 until the end of 2006, total returns were 278%  
in dollars and 203% in sterling. 
  Our financial framework is robust. We aim to invest in our 
operations; to pursue a progressive dividend policy; to maintain 
our gearing within a range of 20-30%; and to return any surplus 
cash to shareholders, circumstances permitting. During the 
year, we bought back 1.3 billion of our shares, of which  
358 million were for cancellation, with the remainder being 
held in treasury. We also paid total dividends of 38.�0 cents,  
or 21.10� pence, a share, an increase of 10% on 2005.
 BP’s strategic priorities are enduring: to build production  
in some of the world’s largest oil and gas fields; to focus  
on advantaged refineries and retail markets; to capture world-
scale gas market positions; and to participate in fast-growing 
markets for gas and low-carbon power. 
 We are emerging from 2006 with our basic values tested, 
but reaffirmed. My successor as group chief executive,  
Tony Hayward, is a wonderful choice and I wish him and  
the company every good fortune. The best is yet to come. 

The Lord Browne of Madingley
Group Chief Executive
23 February 2007
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Measuring		
our	progress

replacement cost profit 

per ordinary share	(cents)
	

06

05

04

111.10          

91.41

70.71 

capital expenditure	($	billion)
	

06

05

04

16.9

13.9

13.8

people assurance survey –

employee satisfactiona	(%)
	

06

04

66

64

a	Survey	is	conducted	at	two-year		
intervals	and	includes	measures		
of	employee	satisfaction.

total shareholder 

distributiona	($	billion)
	

06

05

04

23.4

19.2

13.7

a	Through	dividends	and	
share	buybacks.

dividends paid per share
	

06

05

04

21.104

19.152

15.251

38.40

34.85

27.70

Cents
Pence

personal safety – rifa

	

06 0.54

05 0.62

04

0.40

0.41

0.49
0.56

Employees Contractors

a	Recordable	Injury	Frequency	(RIF):	number	of	
reported	work-related	incidents	that	result	in	a		
fatality	or	injury	(apart	from	minor	first	aid	cases)		
per	200,000	hours	worked.

environment – greenhouse gas 

emissionsa	(million	tonnes	CO2	equivalent)	

a	Data	is	reported	on	an	equity	share	basis.	
TNK-BP	emissions	are	not	included.

06 64.4

05

04 81.7

78.0

Group GHG Innovene GHG

process safety – oil spillsa	b

a	Total	number	of	spills	>–	1	barrel	=	159	litres	=		
42	US	gallons.

b	In	response	to	the	Baker	Panel	recommendations,		
we	will	be	developing	additional	metrics	for	
monitoring	process	safety	in	200�.		

c	The	reduction	of	reported	spills	in	2006	compared		
with	2005	is	principally	due	to	divestments	and	to	
disaggregation	of	two	non-operated	upstream		
operations	from	BP’s	reporting.

06 417

05

04 578

541

c

contribution  

to communities	($	million)
	

06

05

04

106.7

95.5

87.7

a

a	Including	UK	charities	$0.6	million.

proved reserves 

replacement ratio  

(using	SEC	reserves)a	(%)
	

06

05

04

113

95

89

a	Excluding	acquisitions	and		
divestments.

 

return on average 

capital employed (%)
	

06

05

04

22

20
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Four steps into the future

There are two stories of BP’s performance in 2006. 
One is about financial performance, major project 
delivery and expanded opportunity in alternative  
forms of energy. The other is about addressing the  
well-publicized challenges in safety and execution.  

�

�



 

On both fronts, we have made good progress 
compared with a year ago. Our vision has not  
changed. And our capacity to execute is gaining 
strength with the actions we are taking.

�

 BP Annual Review 2006 �
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 Getting the  
 essentials right
Safety has always been one of our core priorities. When the safety of  
people and of BP operations is at stake, actions matter far more than words. 
We continued to make significant investment and took numerous actions to 
improve the three dimensions of safety – personal safety, process safety and 
the environment – and the monitoring of all our operations in 2006. Between 
2007 and 2010, we will spend $7 billion to upgrade all aspects of safety at our 
US refineries and to replace infrastructure in Alaska. This includes a step-up  
in the scale and pace of spending at our US refineries from $1.2 billion in 2005 
to $1.7 billion a year from 2007 to 2010.

In January 2007, an independent safety review panel, chaired by former US 
Secretary of State James A Baker, III, published a candid and thorough report 
into process safety management at our US refineries. We have committed to 
implement the 10 recommendations from this report as part of our continuing 
effort to strengthen and standardize process safety management. We will also 
share the lessons both across BP and with the industry as a whole.

Many of the panel’s recommendations are consistent with the findings of our 
own internal reviews. We have already taken a number of actions to strengthen 
our process safety management system. These include the formation of an 
executive team to oversee process safety efforts, an ambitious four-year 
programme of investment in safety and operational integrity across the group 
and the formation of an advisory board of experts to assist and advise BP 
America Inc. on the monitoring of our US operations. Specific objectives 
developed from other independent reports on the Texas City incident alone 
include 600 recommendations and more than 1,000 separate actions, including 
2� major ones.

Worldwide, we have conducted further accident risk assessments of all  
our major operations and have begun implementation of a revised integrity 
management standard that will apply to every significant asset. In addition,  
we are ensuring that we have the right level of competency and capability  
in our operating workforce. In the same way that BP first asserted its point  
of view on climate change nearly a decade ago, we intend to take a leadership 
position in process safety in the years to come.

10
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Recommissioning Texas City

When the Texas City refinery was shut down in September 2005 in anticipation of 
Hurricane Rita, its 27-mile-long steam system went ‘cold’ for the first time since start-up 
more than 40 years ago. During this shutdown, a significant portion of the facility was 
refurbished or received new equipment. 

Comprehensive recommissioning began in March 2006, guided by a plan that precisely 
defined methods, behaviours and accountabilities to enhance efficiency and safety. So 
far, refurbishment has involved more than 15 million worker hours and included restart 
of the steam system, replacement of 2,500 major valves, renovation of commissioned 
units and peer safety review for the restart of every major piece of equipment.  

Texas City continues to build its output, reaching an average of 24�,000 barrels per day 
(b/d) throughput in the fourth quarter of 2006. We expect crude throughputs to be 
approximately 400,000b/d by the end of 2007.

11



12

12 BP Annual Review 2006

Assuring pipeline integrity 

In August, following the discovery of 
unexpected corrosion and a spill from  
a transit line in Prudhoe Bay, Alaska, BP 
began an orderly shutdown of the eastern 
half of the field as a precautionary move.  
In September, following a comprehensive 
inspection programme and the installation 
of bypasses, we determined that the 
eastern part of the field could be restarted 
for the purpose of in-line inspection using 
smart pipeline inspection tools called 
‘pigs’. This inspection was completed  
and the in-service transit lines were  
found to be in acceptable condition.

Prudhoe Bay production is now fully 
restored to more than 400,000 barrels 
of oil and natural gas liquids per day. 

We have developed a more frequent 
schedule of routine maintenance ‘pigging’ 
and begun a systematic programme to 
replace 16 miles of oil transit lines in 
support of our long-term plans for 
production from the field. 
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Reaffirming our values

As a leading supply and trading organization in the global energy market, BP has a 
responsibility to act fairly and honestly in all its dealings. Each day, we make decisions 
that, over the course of a year, generate millions of relatively small transactions, which 
enable energy supplies to reach customers in the most efficient manner. Each decision 
is made within a control and compliance framework that seeks to drive the right 
behaviours and outcomes for the group, its customers and its shareholders, in line with 
BP’s code of conduct. This framework is set by clear policies and standards and held up 
to rigorous internal and external scrutiny. If behaviours and outcomes fall short of those 
standards, then we act decisively to learn and to improve. That is our commitment. 

Protecting the flow of supply

Maintaining supply to 
customers is an essential 
skill for integrated  
oil and gas companies. 

BP’s supply and trading function has an 
excellent record of keeping products 
flowing to customers and our own 
operations. This record was tested several 
times during 2006 – and proved its value.

After a fire at a non-BP oil storage complex 
in December 2005, BP played a leading 
role in restoring the supply of aviation 
fuel to the UK’s Heathrow and Gatwick 
airports. Working with contractors, we 
increased supply routes to the airports and 
built a system of road-transported supply. 
By the summer of 2006, we had recovered 
supplies to Heathrow to more than �0%, 
while maintaining 100% supply to Gatwick.

Then in August, when our Prudhoe Bay 
field was partially shut down, our supply 
and trading specialists averted a major 
impact on US markets by securing multiple 
tanker cargoes of imported crude oil 
– around 3.5 million barrels, all delivered  
at short notice.
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 Executing more 
 effectively
Without the discipline to execute, strategy is merely a plan. At BP, we  
are strengthening the quality of our operational execution and delivering  
projects through thoughtful simplification in an ever more complex business 
environment. This level of effectiveness is not an option but an imperative, 
because effective execution is what gives our business sustainable momentum.  

BP’s executional progress during 2006 was illustrated by the effective delivery 
of challenging large-scale projects. The 1,768-kilometre Baku-Tbilisi-Ceyhan 
(BTC) pipeline, from Baku in Azerbaijan through Georgia to Ceyhan on the 
Turkish Mediterranean coast, represents one of the great engineering projects 
of our era. Having delivered its first oil in June 2006, it is expected to transport 
750,000 barrels of oil per day from the giant Azeri-Chirag-Gunashli (ACG) 
development to world markets by the end of 2007. This will be the largest  
new non-OPEC source of oil supply to be brought on stream in 15 years.  

With our partners, we began operations at China’s first LNG import and 
regasification terminal at Shenzhen in Guangdong province. The project,  
a key step forward in diversifying the energy mix in this important and 
rapidly growing market, was completed ahead of schedule and on budget.  

Throughout refining and marketing, a major initiative is building long-term 
capability for continuous improvement and investing in a systematic approach 
to improve operational performance. This programme includes not only small 
projects driving day-to-day business performance but also major investments  
in process redesign, underpinned by significant new technology and systems.  
A portfolio of 250 projects is under way, with potential to generate some  
$600 million in operating efficiencies in the medium term. In addition to  
driving efficiencies, the programme will improve customer experiences  
in our commercial and retail businesses.

14
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Enhancing oil and gas recovery

When the scale of BP’s 
hydrocarbon assets is 
combined with its recovery 
expertise, the result is 
more potential resources. 

For example, high-quality seismic data, 
combined with high-temperature, high-
pressure well technologies, is enabling us 
to explore for resources at depths of more 
than 20,000 feet in an Oklahoma basin 
that has been producing for 90 years. 

Innovative fracturing techniques at  
our Noel gas field in Canada’s Rocky 
Mountains have increased well production 
rates 20-fold. In deepwater locations, 
advances in proprietary subsalt seismic 
imaging allow us to pinpoint the 
placement of wells within a reservoir –  
a critical success factor when a deepwater 
well can cost up to $100 million. 

In Alaska, a pentalateral well accesses  
oil from five separate reservoir 
penetrations drilled from one surface 
location, producing many times more  
than a single penetration. 

We also continue to progress other 
recovery-enhancing technologies such  
as low-salinity water-flooding.
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Bringing energy diversity to China

BP has been an active participant in China for more than  
30 years. Another significant milestone was achieved in this 
rapidly developing energy market during 2006 with the start 
of LNG operations at Shenzhen in Guangdong province.

BP, with a 30% interest, is the sole foreign participant in 
Guangdong Dapeng LNG Company, which developed and  
now operates the project. The import terminal received its first 
cargo of LNG in May under a 25-year contract with the North 
West Shelf venture in Australia, in which BP is also a partner, 
one month ahead of schedule. 

Guangdong Dapeng LNG Company is now transmitting  
natural gas via a 385-kilometre pipeline system, which it  
also built and operates, to customers in Guangdong province  
and Hong Kong, providing a low-carbon fuel option for the 
generation of electricity.

16
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Developing resources more efficiently

In exploration and production, investing in future energy 
resources became a more expensive proposition during 2006.  
We saw cost inflation in both capital goods and operating costs, 
which is clearly linked to rising petroleum industry demand for 
equipment and services. As an example, BP’s maximum rate  
for ultra-deepwater drilling rigs has increased from around 
$200,000 a day in 2004 to around $500,000 a day today. We are 
continuing to offset some cost inflation by managing our supply 
chain and through the use of technology. For instance, in 2005, 
our North America gas business contracted for 67 rig-years of 
activity at around 13% below today’s market rate. Worldwide,  
the strength and quality of our positions in some of the most 
prolific hydrocarbon basins allow us to apply technology and 
economies of scale to reduce risk, enhance recovery and make 
our resources more valuable.

Delivering complex world-scale projects 

During 2006, nine new large-scale upstream developments 
came on stream for BP, each of which benefited from 
knowledge shared among separate project teams.

For example, in Azerbaijan, our East Azeri platform achieved  
first oil export ahead of schedule. The Sangachal oil and  
gas processing terminal, one of the world’s largest, was 
commissioned at the Azerbaijan end of the BTC pipeline  
and the Ceyhan oil export terminal was commissioned at  
the Turkish end of the same pipeline. 

Completion of these projects allowed the first lifting of ACG 
crude via the BTC pipeline to take place in June. To achieve  
this milestone event, huge project delivery challenges were 
overcome, including building fabrication yards, upgrading local 
marine vessels for pipe-laying and offshore installation, recruiting 
and training a local workforce and consulting local communities.

17
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 Investing for 
the long term 
BP’s strategy aims to balance two priorities: investing for the future while 
generating returns for our shareholders today. Discipline in the execution of  
this strategy guides our every step, from the way we manage capital, divest 
non-core assets and plan and operate our businesses to how we allocate 
additional free cash flow in the current oil price environment. In particular,  
this strategy has resulted in a distinctive exploration and production portfolio.

The promise of BP’s new profit centres is now being realized, with major 
projects coming on stream in Azerbaijan, Angola, Algeria and Trinidad & Tobago. 
Looking to 2010 and beyond, we have a deep slate of major projects that 
continue to progress into development. In 2006, we took the final investment 
decision and moved seven major projects into development and conducted 
active appraisal programmes on a further 30 future developments. We continue 
to see significant potential in our portfolio and are confident our track record  
of exploration success will continue. 

One promising area is Russia, where we have had a presence for nearly a 
decade. During the past three years, BP has invested about $10 billion in 
Russia, including through partnerships such as TNK-BP, Slavneft, the Rosneft 
IPO and Sakhalin. We have also reinvested a further $3.2 billion through  
our share of TNK-BP capital expenditure. For TNK-BP, these investments  
have increased gross production from 1.39 million barrels of oil equivalent  
per day in 2003 to 1.94 million barrels today, an average of almost 10%  
annual growth. 

While we pursue new projects, we do so with capital discipline. At the  
same time, we continue to strengthen our portfolio by divesting non-core  
or uncompetitive assets. We have pursued this strategy successfully for  
many years. While divesting these non-core or uncompetitive assets improves 
the quality of the portfolio, contributes cash for redistribution and provides 
immediate profit, it also reduces our reported production volume (see chart). 

18
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Benefiting from our 
established positions 
 
Energy prices have risen dramatically 
since the end of the past decade, 
resulting in intense levels of competition 
for access to new resources. This has 
made established positions extremely 
valuable in terms of discovered and  
yet-to-find resources. 

Competitive advantage rests with 
companies that have well-established 
positions, allowing them to exploit 
technology and economies of scale  
to the maximum extent. 

During the past 15 years, BP has built  
a portfolio of 13 profit centres that are  
of material size, such as the North Sea 
and North America gas. Through these 
positions, we can add new reserves  
by applying technology to access more 
barrels of oil and gas and deliver more 
resources to the market. 

BP’s strategy of ‘high-grading’ its portfolio 
of production assets has resulted in the 
divestment of reserves of around 2 billion 
barrels of oil equivalent between 2001  
and 2006. This realized $14.1 billion of 
gross proceeds.  

Managing our  
producTion porTfolio (mboe/d)

Disposals

Portfolio at 31 December 2006
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reconfiguring to meet demand

BP is investing $3 billion in its Whiting 
refinery in Indiana, US, to convert existing 
light crude processing capability into 
mostly heavy crude oil from Canada.

This has the potential to increase the diversity and security of oil 
supplies and give the refinery a more cost-effective feedstock for 
products used by US Midwest consumers. The four-year project 
is expected to increase Whiting’s production of motor fuels by 
about 1.7 million additional gallons of gasoline and diesel per day 
– enough to supply around 6 million vehicles a year. 

The key ingredient is a supply of heavy crude oil from oil  
sand basins in Alberta, Canada. This resource is located in a 
politically stable basin of growing oil production – an important 
consideration for US energy supply and security – and it builds 
on the economic partnership between the two countries.

growing whiTing rEfinEry capaciTy

(billion gallons of motor fuel per year)
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capturing knowledge  
from Thunder horse

at its sanction in 2001, the Thunder 
horse platform in the gulf of Mexico 
was viewed as an essential step 
forward for the industry in deepwater 
developments, going to deeper 
reservoirs at higher pressures and 
temperatures than ever before. 

Despite our recent decision to delay  
start-up to replace some of the subsea 
equipment, Thunder Horse continues to 
overcome challenges and to push several 
areas of technology to new limits. The 
learning we have gained from the project 
is already benefiting not only BP’s future 
deepwater projects but also the industry 
as a whole.
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 Contributing to 
the future of energy
BP operates in a world in which increasing demand for energy security and  
the potential risks of climate change create significant – and often intricately 
connected – challenges. We accept those challenges with enthusiasm. Our  
goal is to apply advances in science and engineering to make the world’s 
relationship with energy more diverse, more responsible and more sustainable. 

For BP, contributing to the future of energy means pursuing proved 
technologies that make our planet’s hydrocarbon assets last longer, enable 
more efficient production with less environmental impact and also help to 
strengthen the communities from which they are sourced. During 2006,  
we have delivered another 1.2 million tonnes of greenhouse gas reductions 
through various projects in our operations. Contributing to the future of energy 
also means investing in and applying newer, rapidly evolving, technologies  
to give society new sources of energy that are both low-carbon and local.  
Our focus is on energy for the power sector, which currently generates  
around 40% of the world’s man-made emissions of carbon dioxide. 

We established BP Alternative Energy in November 2005, with a concentration 
on low-carbon power generation. At the time, public curiosity centred on 
whether a predominantly oil and gas company could make low-carbon power  
a profitable business. During 2006, we proved that it could. Not only did the 
business generate a profit, but it dramatically expanded its project portfolio.  
It is on track to deliver an ambitious agenda for its first three years: a three- 
fold increase in manufacturing capacity of solar photovoltaic panels; growth  
of wind power production to 450 megawatts (MW); advancing development 
of the world’s leading commercial hydrogen power plant; constructing gas 
co-generation power plants totalling more than 700MW; and reducing 
projected carbon dioxide emissions as a consequence.

In 2006, BP announced plans to invest $500 million over the next 10 years  
to establish the BP Energy Biosciences Institute, a dedicated bioscience 
laboratory researching new fuels for transportation.

In addition to the many actions in our own business activities, we continue to 
engage in informed external dialogue to influence policy, regulation and research.
  

22 BP Annual Review 2006
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Creating production lines around the world 

For the immediate future, the world will continue to make 
extensive use of fossil fuels. But, as prices have risen, the  
cost of production has also escalated. Against this background, 
efficiency is crucial.  

In Azerbaijan, Trinidad & Tobago, Angola and Egypt, BP is pursuing 
a systematic approach to improve the efficiency of production 
facilities by designing one and building many. In Azerbaijan, this 
standardized programme allowed us to deliver Central Azeri more 
than one month early, West Azeri three months early and East 
Azeri almost four months ahead of plan. Using a ‘production line’ 
approach meant the last deck was built seven months faster than 
the first.

This approach has been transferred to Trinidad & Tobago for the 
construction of the Cannonball, Mango and Cashima platforms 
(pictured below).

CONSTRUCTION TIME (months) 
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Extending BP Ultimate’s global reach

 

BP Ultimate, our premium automotive 
fuel that delivers improved engine 
performance and reduces pollution,  
was introduced to two more key  
markets in 2006. 

Ultimate is now available at selected service stations in South 
Africa and Russia, raising the number of countries in which the 
enhanced fuel is marketed to 15.

First offered to UK motorists in 2003, Ultimate significantly 
reduces key environmental pollutants. In Russia, the Ultimate 
launch supports the commitment of our TNK-BP joint venture  
to reinforce its retail presence by leading the development of 
premium-quality fuels. 

EXPANDING THE ULTIMATE OFFER (number of countries)
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Growing our wind power portfolio

During 2006, Clipper Windpower and 
BP Alternative Energy entered into a 
strategic alliance for a long-term turbine 
supply agreement for up to 2,250MW  
of turbines and the joint development  
of five of Clipper’s wind energy projects 
in the US.  

We also acquired Greenlight Energy, Inc., 
whose large development portfolio 
furthers our plans to build a leading wind 
power generation business in the US, and 
Orion Energy, LLC, a leading independent 
developer of large-scale wind energy 
projects, also in the US. These alliances 
moved BP from being a niche player in 
wind power to the forefront of the world’s 
wind power developers. We now have a 
land bank of development projects with  
a potential total generating capacity of 
some 15,000MW, one of the largest  
US wind power portfolios.

Reaching milestones in alternative energies

BP continues to search for new business opportunities, as demonstrated  
by our investments and ventures in low-carbon power and biofuels. 

Already a leading player in the global biofuels market, we are investing  
$500 million over the next decade to create the world’s first integrated research 
centre dedicated to applying biotechnology to the energy industry. On 1 February 
2007, we announced that we had selected the University of California, Berkeley, 
and its partners the University of Illinois at Urbana-Champaign and the Lawrence 
Berkeley National Laboratory for the research programme. A new collaboration 
with DuPont has also been created to develop, produce and market advanced 
biofuels for transportation. 

In hydrogen power, we are pursuing a new strategic relationship with General 
Electric to accelerate the development of the technology and deployment of  
the concept. In gas-fired power, commercial operations began at K-Power, our  
1.1 gigawatt combined cycle gas turbine project with SK Corporation in South 
Korea, currently the most efficient gas-fired power station developed there, which 
was delivered on time, under budget and with no recordable safety incidents.
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BRENT OIL PRICE (average $/barrel)

06

05

04  

 65.14

54.48

38.27

Business environment 
The business environment in 2006 was mixed compared with 
2005, but still robust in comparison with historical averages. 
Crude oil and UK natural gas prices increased, while US natural 
gas prices and global refining margins fell.
 Crude oil prices reached record highs in 2006 in nominal 
terms, driven by low surplus oil production capacity, continued 
demand growth and concern about vulnerability of supply. The 
dated Brent price averaged $65.14 per barrel, an increase of 
more than $10 per barrel over the $54.48 per barrel average 
seen in 2005, and varied between $78.69 and $55.89 per 
barrel. Prices peaked in early August before retreating in the 
face of a mild hurricane season and rising inventories. OPEC 
action late in the year helped support prices.
 Natural gas prices in the US declined in 2006 but remained 
well above historical averages. The Henry Hub First of the 
Month Index averaged $7.24 per million British thermal units 
(mmBtu), $1.41 per mmBtu below the 2005 average of $8.65 
per mmBtu. Rising production and weak consumption resulted 
in above-average inventories, depressing gas prices relative  
to crude oil. UK gas prices rose slightly in 2006, averaging 
42.19 pence per therm at the National Balancing Point, 
compared with a 2005 average of 40.71 pence per therm.
 Refining margins were only slightly lower in 2006, with the 
BP Global Indicator Margin averaging $8.39 per barrel. This 
reflected further oil demand growth, lingering effects on US 
refinery production from the 2005 hurricanes and gasoline 
formulation changes in several US states. The premium for light 
products over fuel oils remained exceptionally high, favouring 
upgraded refineries over less complex sites. 
 Retail margins improved slightly in 2006, benefiting from a 
decline in the cost of product during the second half of the 
year, despite intense competition.
 

REPLACEMENT COST PROFIT ($ million)

06

05

04  

22,253

19,314

15,432

Results 
BP’s replacement cost profit for 2006 was $22,253 million, 
compared with $19,314 million in 2005. Our profit after 
inventory holding losses was $22,000 million, compared  
with $22,341 million in 2005. Inventory holding gains or  
losses represent the difference between the cost of sales 
calculated using the average cost of supplies incurred during 
the period and the cost of sales calculated using the first-in 
first-out method. 
 

 Our profit figures included net gains on the sale of assets  
of around $3 billion, net fair value gains on embedded 
derivatives of $608 million and a charge of $925 million for 
fatality and personal injury claims resulting from the incident  
at our Texas City refinery on 23 March 2005. Additionally,  
BP’s share of the TNK-BP result benefited from higher  
disposal gains, primarily on the sale of its interests in  
the Urdmurtneft assets.
 Additionally, the primary factors reflected in profit for 2006, 
compared with 2005, were higher oil realizations, higher retail 
margins (although this was partially offset by a deterioration in 
other marketing margins), higher refining margins, including the 
benefit of supply optimization and higher contributions from 
the operating businesses in the Gas, Power and Renewables 
segment, offset by the ongoing impact following the Texas City  
refinery shutdown, lower gas realizations, lower production 
volumes, higher costs and volatility arising under IFRS fair 
value accounting. 
 Return on average capital employed on a replacement  
cost basis was 22%, compared with 20% in 2005; based  
on profit after inventory holding losses, it was also 22%  
(2005 23%). 
 Finance costs were $718 million, compared with $616 million 
in 2005. The increase primarily reflects higher interest costs, 
offset by higher capitalized interest. Other finance income  
was $202 million, compared with other finance expense of 
$145 million in 2005, primarily reflecting lower net pension costs. 
 Corporate tax expense was $12,331 million (2005  
$9,473 million), representing an effective tax rate of 35% on 
replacement cost profit before tax of continuing operations 
(2005 32%). The increase in the rate primarily reflects the 
impact of the increase in the North Sea tax rate enacted by  
the UK government in July 2006 and the absence of non-
recurring benefits that were present in 2005.

Financial performance

The elements 
of our performance
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CAPITAL EXPENDITURE AND ACQUISITIONS ($ million)

06

05

04

17,231

14,149

16,651

NET CASH PROVIDED FROM OPERATING ACTIVITIES ($ million)

06

05

04

28,172

26,721

23,378

 Capital expenditure and acquisitions amounted to  
$17,231 million. This included $1 billion in respect of our 
investment in Rosneft (which is treated as capital expenditure).  
There were no significant acquisitions during the year. Capital 
expenditure and acquisitions were $14,149 million in 2005 and, 
again, there were no significant acquisitions.
 Net cash provided by operating activities for 2006 was 
$28,172 million, compared with $26,721 million in 2005.  
In addition to higher profits, the increase reflects higher 
dividends from jointly controlled entities and associates and 
lower working capital requirements, partially offset by higher 
income tax payments. 
 

 Net cash used in investing activities was $9,518 million, 
compared with $1,729 million in 2005. This reflects higher 
capital expenditure and acquisitions and lower disposal 
proceeds compared with 2005. 
 Net debt, that is, debt less cash and cash equivalents,  
was $21,420 million at 31 December 2006, compared with  
$16,202 million at 31 December 2005. 
 The ratio of net debt to net debt plus equity was 20% at  
31 December 2006, compared with 17% at 31 December 
2005. This ratio shows the proportion of debt and equity used 
to finance our operations and can also be used to measure 
borrowing capacity. The ratio of 20% at the end of 2006 
reflects seasonal impacts. Our financial framework includes  
a gearing band of 20-30%, which is intended to provide an 
efficient capital structure and the appropriate level of financial 
flexibility. In the current price environment, our aim is to 
maintain gearing within this range.
 In addition to reported debt, BP uses conventional off-
balance sheet sources of finance such as operating leases  
and borrowings of jointly controlled entities and associates. 

Dividends and share repurchases
The total dividend paid in 2006 was $7,686 million, compared 
with $7,359 million for 2005. The dividend paid per share  
was 38.40 cents, an increase of 10% compared with 2005.  
In sterling terms, the dividend was also 10% higher. 
 Our dividend policy is to grow the dividend per share 
progressively. In pursuing this policy and in setting the levels  
of dividends, the board is guided by several considerations, 
including the prevailing circumstances of the group, the future 
investment patterns and sustainability of the group and the 
trading environment. We determine the dividend in US dollars, 
the economic currency of BP. 
 BP intends to continue the operation of the Dividend 
Reinvestment Plan (DRIP) for shareholders who wish to 
receive their dividend in the form of shares rather than cash. 
The BP Direct Access Plan for US and Canadian shareholders 
also includes a dividend reinvestment feature. 
 We remain committed to returning all free cash flows in 
excess of investment and dividend needs to our shareholders, 
circumstances permitting. 
 During 2006, the company repurchased 1,334 million of its 
own shares at a cost of $15,481 million. Of these, 358 million 
were for cancellation and the remainder are held in treasury. 
The repurchased shares had a nominal value of $333 million 
and represented 6.5% of ordinary shares in issue, net of 
treasury shares, at the end of 2005. Since the inception of the 
share repurchase programme in 2000, we have repurchased 
3,996 million shares at a cost of $40.7 billion. BP intends to 
continue its programme of share buybacks, subject to market 
conditions and constraints and to renewed authority at the 
April 2007 AGM. 



Business performance

Exploration and Production

Refining and Marketing

Gas, Power and Renewables

Results ($ million)  

06

05

5,283

4,394

Strategy
– Continue to focus on advantaged 

refining locations.
–  Operate in retail markets where supply 

advantage and distinctive offers capture 
market share and margin, underpinned 
by efficiency improvements.

–  Increase brand loyalty in lubricants.
–  Apply advantaged technology in A&A, 

building new capacity in Asia.
–  Build strong strategic relationships  

in the business-to-business sector.

Focus 
We aim to improve the quality and 
capability of our manufacturing portfolio. 
Our marketing businesses, underpinned 
by world-class manufacturing, generate 
customer value by providing quality 
products and offers. Our retail strategy 
provides differentiated fuel and 
convenience offers to some of the most 
attractive global markets. Our lubricants 
brands offer customers benefits through 
technology and relationships, focusing  
on increasing brand and product loyalty. 
We build deep customer relationships 
and strategic partnerships in the 
business-to-business sector.

Results ($ million)  

06

05

29,647

25,485

Strategy
– Build production with improving returns by:
 •  Focusing on finding the largest fields, 

concentrating our involvement in a 
limited number of the world’s most 
prolific hydrocarbon basins.

 •  Building leadership positions in  
these areas.

 •  Managing the decline of existing 
producing assets and divesting assets 
when they no longer compete in  
our portfolio.

Focus 
BP employs a focused exploration 
strategy in areas with the potential for 
large oil and natural gas fields as new 
profit centres. Within our portfolio of 
assets, we continue to develop our new 
profit centres in which we have a distinctive 
position: Asia Pacific gas, Azerbaijan, 
Algeria, Angola, Trinidad, deepwater Gulf 
of Mexico and Russia. We also manage 
the decline of our existing profit centres 
in Alaska, Egypt, Latin America, Middle 
East, North America gas and the North 
Sea. We exercise rigorous quality through 
choice across our portfolio, investing in 
only the best opportunities.

Results ($ million)  

06

05

1,376

1,077

Strategy
– Develop a leading low-carbon energy 

business across the value chain.
–  Access cost-competitive supply.
–  Capture distinctive world-scale gas 

market positions by accessing key 
pieces of infrastructure.

–  Expand gross margin by providing 
distinctive products and services  
to selected customer segments  
and optimizing the gas and power 
value chains.

Focus 
In line with growing demand for cleaner 
energy, BP is building large-scale positions 
in growing markets for natural gas, gas 
liquids and low-carbon power. We have 
strong upstream gas assets near major 
markets, significant interests in gas 
pipelines, access to LNG import and 
regasification capacity and we operate 
LNG shipping. We are developing 
integrated LNG supply chains for sales 
into liquid wholesale markets such as  
the US and UK. BP has a material natural 
gas liquids (NGLs) processing and 
marketing business that is seeking to 
optimize and expand selectively.
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The segment’s replacement cost profit before interest and tax of $29,647 million was  
a record, representing an increase of 16% over 2005. The result reflected higher oil 
realizations, partially offset by lower reported volumes and lower gas realizations, higher 
production taxes and higher costs reflecting the impacts of sector-specific inflation and 
increased integrity spend and revenue investments. The result included net gains on 
sales of assets of around $2 billion and fair value gains on embedded derivatives of 
$515 million. BP’s share of the TNK-BP result was higher, primarily reflecting higher 
disposal gains.
 Capital expenditure was $13.1 billion in 2006 and is expected to be around $12.9 billion 
in 2007. Production was 3,926 thousand barrels of oil equivalent per day in 2006. After 
adjusting for the impact of divestments and the impact of lower entitlements in our 
production-sharing agreements, production was flat compared with the previous year. 
 We have decided to move to the SEC basis of reserves reporting to simplify 
disclosures and allow for easier comparison with competitors who report only on an 
SEC basis. Our proved reserves replacement ratio, using SEC reserves, was 113% on  
a combined basis of subsidiaries and equity-accounted entities, excluding acquisitions 
and divestments.

Replacement cost profit before interest and tax for the segment was $5,283 million, 
compared with $4,394 million in 2005. The segment’s result reflects a number of 
improvements on a year ago, including the progressive recommissioning of our Texas 
City refinery and improvements resulting from the efficiency programmes that began  
in 2005, together with lower associated rationalization costs and a positive impact from 
fair value accounting, compared with an adverse effect in 2005.
 Refining volumes were lower in 2006 owing to the impact of reduced availability, due 
largely to the partial production during the year at the Texas City refinery and increased 
turnarounds. Refinery throughputs for 2006 were 2,198 thousand barrels per day  
(mb/d), compared with 2,399mb/d in 2005. Retail marketing margins were stronger  
than in 2005, partially offset by a reduction in margins from other marketing businesses. 
Marketing sales were 3,872mb/d in 2006, compared with 3,942mb/d the previous year.
 During 2006, we increased our investment in safety and operational integrity. We 
continued to upgrade our refining portfolio, including plans for a $3-billion investment at 
our Whiting refinery. In marketing, we grew margin through distinctive brand offers such 
as Ultimate fuels, Castrol Edge and the Marks & Spencer offer in our UK retail network.

The segment’s replacement cost profit before interest and tax was $1,376 million, 
compared with $1,077 million in 2005. The result includes a net gain of $181 million 
(2005 $20 million charge), which primarily comprises net disposal gains of $193 million, 
net fair value gains on embedded derivatives of $88 million and an impairment charge 
of $100 million. These factors contributed to the higher full-year result compared with 
2005. The result also reflected higher contributions from the operating businesses, 
partially offset by higher IFRS fair value accounting charges. The volumes of gas 
supplied into liquefaction plants rose by 21%.
 In LNG, we began operations at China’s first LNG import and regasification terminal 
in Guangdong and continued to optimize equity and third-party supplies to key markets. 
In NGLs, we entered into a long-term supply contract for access to additional NGLs 
in the US and secured access to a liquefied petroleum gas terminal in Italy. In BP 
Alternative Energy, we doubled solar production capacity, started operations at 
K-Power’s gas-fired power plant in South Korea, advanced development of the world’s 
leading commercial hydrogen power plant, acquired several large US wind developers 
and concluded a wind turbine supply agreement. 

Global locationS

Global covERaGE

Global locationS

We employ a focused exploration strategy  
in areas with the potential for large oil and 
natural gas fields as new profit centres.

We operate in markets where supply 
advantage and distinctive offers  
capture market share and margin.

We are building large-scale positions  
in growing markets for natural gas,  
gas liquids and low-carbon power.
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Responsible operations  
As a group, we aspire to be an industry leader in the three 
dimensions of safety – personal safety, process safety and  
the environment.
 In total, there were seven workforce fatalities in the course 
of BP’s operations during 2006, compared with 27 fatalities 
in 2005. We deeply regret the loss of these lives. The 2006 
figure has reduced significantly to the lowest level in nearly 
20 years of reporting and includes a large drop in driving-
related fatalities, following the implementation of our new 
driving safety standard. In 2006, our recordable injury 
frequency rate fell to 0.47 per 200,000 hours worked, the 
lowest in our recorded history.
 During 2006, we took action to improve safety across the 
group, including specific investments and targeted programmes 
in response to the March 2005 explosion and fire at the Texas 
City refinery.
 During the year, investigations continued into the Texas City 
incident. BP settled a large number of civil suits arising from, and 
established a $1.625-billion provision related to, the incident. 
We launched a programme to invest an estimated $1 billion  
to improve and maintain the site during the next five years. 
 In January 2007, BP received the report of the BP US 
Refineries Independent Safety Review Panel, chaired by  
former US Secretary of State James A Baker, III. The panel  
was established on the recommendation of the US Chemical 
Safety and Hazard Investigation Board. Throughout 2006,  
the panel assessed the effectiveness of BP Products North 
America Inc.’s corporate oversight of safety management 
systems at its US refineries and its corporate safety culture. 
 The panel’s report identified deficiencies in process safety 
performance at BP’s US refineries and called on BP to give 
process safety the same priority that it had historically given  
to personal safety and environmental performance. In making 
its findings and recommendations, the panel’s objective was 
excellence in process safety performance, not simply legal 

Safety, environmental and social performance
compliance. The panel specifically noted that, during the course 
of its review, it saw no information to suggest that anyone – 
from BP’s board members to its hourly workers – acted in 
anything other than good faith. 
  The panel made 10 recommendations relating to: process 
safety leadership; integrated and comprehensive process safety 
management system; process safety knowledge and expertise; 
process safety culture; clearly defined expectations and 
accountability for process safety; support for line management; 
leading and lagging performance indicators for process safety; 
process safety auditing; board monitoring; and industry leader.
 BP has publicly committed to implement the 10 
recommendations and to integrate the actions with the  
many activities already under way to upgrade safety and 
integrity systems across all its US refineries.
 The total number of oil spills of one barrel or more from all 
our operations during 2006 was 417, compared with 541 in 
2005 and 1,098 in 1999.
 In 2006, two incidents occurred in our operations in Prudhoe 
Bay, Alaska. In March, an undetected leak led to a spill of some 
4,800 barrels of oil. In August, the eastern part of the field 
was shut down as a precaution after the discovery of isolated 
pitting corrosion, which resulted in a small spill from an oil 
transit pipeline. Following a comprehensive inspection of 
the transit lines, the eastern part of the field was restarted 
44 days later. 
 We have now confirmed sufficent integrity for current 
operations and have committed to spend nearly $550 million 
(net) on integrity management in Alaska. Sixteen miles of 
transit lines will be replaced, starting in 2007.
 Our international shipping fleet grew from 52 vessels in  
2005 to 57 by the end of 2006, all of which are double-hulled. 
We also have 100 vessels on time charter, of which 83 are 
double-hulled and three double-bottomed. In addition, we use 
spot charter, regional, specialist and miscellaneous vessels. 
All vessels on BP business are subject to our health, safety, 
security and environmental requirements. In 2006, we 
launched SafeShips, an education and information programme 
highlighting our safety programmes for our seafarers and 
shore staff.
 In 2006, we continued working to reduce the environmental 
impact of our operations, primarily by reducing our emissions 
of greenhouse gases (GHGs) and by implementing processes 
to drive continuous improvement in a wide range of other 
environmental issues. 
 Our 2006 operational GHG emissions of 64.4 million tonnes 
(Mte) of carbon dioxide equivalent on a direct equity basis were 
2.4Mte lower than in 2005, when they were 66.8Mte (excluding 
Innovene’s 2005 contribution). The growth of our business  
and reporting protocol changes generated an extra 1.3Mte of 
emissions, but these were offset by several factors. Continuing 
efficiency projects provided 1.2Mte of reductions, while 
divestments and temporary operational variations accounted 
for a 2.5Mte decrease. In November, we launched the 
Environmental Requirements for New Projects, a new group 
practice covering all aspects of environmental management.

PERSONAL SAFETY – LONG-TERM PERFORMANCE 

(DAFWCF)a 1988-2006

          

Days away from work case frequency (DAFWCF) is the annual frequency 
(per 200,000 hours) of injuries that result in a person (employee or 
contractor) being unable to work for a day (shift) or more. For a full 
understanding of the underlying data on reported DAFWCF, please 
refer to our website.
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GREENHOUSE GAS EMISSIONSa

(million tonnes CO2 equivalent)
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aData is reported on an equity share basis.
TNK-BP emissions are not included.

 Our priority is to attract, develop and retain highly talented 
people. As a global group, we run programmes designed to 
ensure that we increase the number of local leaders and 
employees in our operations. Our policy is to ensure equal 
opportunity in recruitment, career development, promotion, 
training and reward for all employees. At the end of 2006, 
17% of our top 622 leaders were female and 20% came from 
countries other than the UK and US. Conducted in 2006, the 
People Assurance Survey, our two-yearly survey of employees, 
was completed by 73% of those employees eligible, with the 
level of satisfaction being 66%, an increase from 64% in 2004. 
 We had 97,000 employees at 31 December 2006, compared 
with 96,200 at the end of 2005.
 The BP code of conduct, launched in 2005, defines what  
BP expects of its people, to ensure that all employees comply 
with legal requirements and our own standards. Our employee 
concerns programme, OpenTalk, enables employees to seek 
guidance on the code as well as report suspected breaches of 
compliance or other concerns. The number of cases raised 
through OpenTalk was 1,064 in 2006, compared with 634 in 
2005. In 2006, 642 people were dismissed for non-compliance 
or unethical behaviour (excluding some dismissals from the 
retail business, including those for minor or immaterial 
incidents). Our processes are designed to enable us to choose 
suppliers carefully on merit and we seek to do business with 
those who act in line with BP’s commitments to compliance 
and ethics. The code outlines our policy not to make 
corporate political donations anywhere in the world.

BP and climate change
BP has contributed significantly to the evolving debate on 
climate change against a backdrop of intensifying public 
concern and coverage of the issue. We support a precautionary 
stance and accept that this is a long-term issue. BP’s actions 
focus on our own business activities and engagement in 
informed external dialogue to influence policy, regulation and 
research. BP supports the use of market mechanisms such  
as emissions trading to bring about the most efficient forms  
of emissions reduction. 

 In 2006, we made further progress in building BP Alternative 
Energy – an $8-billion, 10-year investment launched in 2005 – 
into a substantial business providing cleaner low-carbon power 
from solar, wind, hydrogen and natural gas sources.
 In 2006, we increased our involvement in biofuels, transport 
fuels made from crops that absorb carbon dioxide as they 
grow, reducing GHG emissions from transport over their full 
fuel life cycle. We launched a dedicated biofuels business and 
announced an investment of $500 million over 10 years in a 
university-based Energy Biosciences Institute, at which specialist 
researchers will apply their biotechnology expertise to energy.
 We continued the roll-out of BP Ultimate, launched in the UK 
in 2003, in two new markets, South Africa and Russia. This fuel 
delivers reductions in emissions such as carbon monoxide and 
nitrogen oxide when compared with standard fuels. 

BP and development
We seek to make a positive contribution to social and 
economic development wherever we operate. During 2006,  
we continued to support the Extractive Industries Transparency 
Initiative (EITI), acting as a member of the International 
Advisory Group for the EITI.
 In 2006, Professor Tony Venables was appointed as the first 
BP professor in the economics department of Oxford University, 
UK. The chair was endowed in 2005, together with funding for 
the Oxford Centre for the Analysis of Resource-Rich Economies, 
which will conduct research on resource-rich economies and 
share best practice in managing energy revenues effectively.
 We also make direct contributions to communities through 
community programmes. Our total contribution in 2006 was 
$106.7 million. The growing focus of this is on education,  
the development of local enterprise and providing access 
to energy in remote locations. We plan to spend about  
$500 million in each five-year cycle focusing on those areas.
 In 2006, we spent $63.9 million promoting education, with 
investment in three broad areas: energy and the environment, 
business leadership skills and basic education in developing 
countries where we operate large projects.

 An overview of our non-financial performance appears in BP 
Sustainability Report 2006 and at www.bp.com/sustainability.

BP’S CONTRIBUTION TO COMMUNITIES BY REGION 2006 (%)     

UK Rest of Europe US Rest of World

15.7

3.8

45.3

35.2
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Group income statement

Group statement of recognized income and expense

For the year ended 31 December         $ million 
       Note	 2006 2005 2004 
Sales and other operating revenues      	 	265,906   239,792   192,024 
Earnings from jointly controlled entities – after interest and tax     	 	3,553   3,083   1,818 
Earnings from associates – after interest and tax       	 	442   460   462 
Interest and other revenues      	 	701   613   615 
Total revenues      	 	270,602  243,948   194,919 
Gains on sale of businesses and fixed assets      	 	3,714  1,538   1,685 
Total revenues and other income      	 	274,316   245,486   196,604 
Purchases      	 	187,183	  163,026   128,055 
Production and manufacturing expenses      	 	23,793   21,092   17,330 
Production and similar taxes      	 	3,621   3,010   2,149 
Depreciation, depletion and amortization      	 	9,128   8,771   8,529 
Impairment and losses on sale of businesses and fixed assets     	 	549   468   1,390 
Exploration expense      	 	1,045   684   637 
Distribution and administration expenses      	 	14,447   13,706   12,768 
Fair value (gain) loss on embedded derivatives      	 (608)  2,047  – 
Profit before interest and taxation from continuing operations      3 	 	35,158	  32,682   25,746 
Finance costs      	 	718   616   440 
Other finance (income) expense      	 (202)  145   340 
Profit before taxation from continuing operations      	 	34,642   31,921   24,966 
Taxation      	 	12,331   9,473   7,082 
Profit from continuing operations      	 	22,311   22,448   17,884 
Profit (loss) from Innovene operations      	 (25)  184  (622) 
Profit for the year      	 	22,286   22,632   17,262 
Attributable to
 BP shareholders      	 	22,000   22,341   17,075 
 Minority interest      	 	286   291   187 
       	 	22,286   22,632   17,262 
Earnings per share – cents 
Profit for the year attributable to BP shareholders
 Basic      5	 	109.84   105.74  78.24 
 Diluted      5	 	109.00	  104.52  76.87 
Profit from continuing operations attributable to BP shareholders
 Basic      	 	109.97   104.87  81.09 
 Diluted      	 	109.12	  103.66  79.66

For the year ended 31 December         $ million 
       	 2006 2005 2004 
Currency translation differences      	 	2,025	 (2,502)  2,283 
Exchange gain on translation of foreign operations transferred to gain or loss  
 on sale of businesses and fixed assets      	 	–	 (315) (78)
Actuarial gain relating to pensions and other post-retirement benefits    	 	2,615	  975   107 
Available-for-sale investments      	 (134)  262    – 
Cash flow hedges      	 	314	 (176)   – 
Unrealized gain on acquisition of further investment in equity-accounted investments   	 	–	  –   94 
Taxation      	 (934) (259) (73)
Net income (expense) recognized directly in equity      	 	3,886	 (2,015)  2,333 
Profit for the year      	 	22,286	  22,632   17,262 
Total recognized income and expense for the year      	 	26,172	  20,617   19,595 
Attributable to
 BP shareholders      	 	25,837	  20,326   19,408 
 Minority interest      	 	335	  291   187 
       	 	26,172	  20,617   19,595 
Effect of change in accounting policy – adoption of IAS 32 and IAS 39 on 1 January 2005
 BP shareholders      	 	–	 (243)  – 
 Minority interest      	 	–	  –   – 
       	 	–	 (243) – 
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Group balance sheet
At 31 December         $ million 
               2006 2005 
Non-current assets
 Property, plant and equipment       	 	90,999	  85,947 
 Goodwill       	 	10,780	  10,371 
 Intangible assets       	 	5,246	  4,772 
 Investments in jointly controlled entities       	 	15,074	  13,556 
 Investments in associates       	 	5,975	  6,217 
 Other investments       	 	1,697   967 
 Fixed assets       	 	129,771   121,830 
 Loans       	 	817   821 
 Other receivables       	 	862   770 
 Derivative financial instruments       	 	3,025   3,909 
 Prepayments and accrued income       	 	1,034   1,012 
 Defined benefit pension plan surplus       	 	6,753   3,282 
        	 	142,262   131,624 
Current assets
 Loans       	 	141   132 
 Inventories       	 	18,915   19,760 
 Trade and other receivables       	 	38,692	  40,902 
 Derivative financial instruments       	 	10,373   10,056 
 Prepayments and accrued income       	 	3,006   1,268 
 Current tax receivable       	 	544   212 
 Cash and cash equivalents       	 	2,590   2,960 
        	 	74,261   75,290 
Assets classified as held for sale       	 	1,078   – 
        	 	75,339   75,290 
Total assets       	 	217,601   206,914 
Current liabilities
 Trade and other payables       	 	42,236   42,136 
 Derivative financial instruments       	 	9,424   10,036 
 Accruals and deferred income       	 	6,147   5,017 
 Finance debt       	 	12,924   8,932 
 Current tax payable       	 	2,635   4,274 
 Provisions       	 	1,932   1,102 
        	 	75,298   71,497 
Liabilities directly associated with the assets classified as held for sale     	 	54   – 
        	 	75,352   71,497 
Non-current liabilities
 Other payables       	 	1,430	  1,935 
 Derivative financial instruments       	 	4,203	  5,871 
 Accruals and deferred income       	 	961   989 
 Finance debt       	 	11,086   10,230 
 Deferred tax liabilities       	 	18,116   16,443 
 Provisions       	 	11,712   9,954 
 Defined benefit pension plan and other post-retirement benefit plan deficits    	 	9,276   9,230 
        	 	56,784	  54,652 
Total liabilities       	 	132,136   126,149 
Net assets       	 	85,465	  80,765 
Equity
 Share capital       	 	5,385	  5,185 
 Reserves       	 	79,239	  74,791 
BP shareholders’ equity       	 	84,624	  79,976 
Minority interest       	 	841   789 
Total equity       	 	85,465   80,765 
 
The summary financial statement on pages 1-36 and 38-41 was approved by a duly appointed and authorized committee of the board of directors  
on 23 February 2007 and signed on its behalf by:

Peter Sutherland Chairman
The Lord Browne of Madingley Group Chief Executive
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Group cash flow statement

Notes

For the year ended 31 December         $ million 
       	 2006 2005 2004 
Reconciliation of profit before taxation to net cash provided by operating activities of continuing operations
Profit before taxation from continuing operations      	 	34,642   31,921   24,966 
 Depreciation and other similar non-cash charges      	 	6,587   8,006   8,508 
 Earnings from equity-accounted entities, less dividends received    	 	500  (710) (81)
 Net charge for interest and other finance expense, less net interest paid    	 (699) (444)  129 
 Share-based payments      	 	416	  278   224 
 Net operating charge for pensions and other post-retirement benefits, less contributions  	 (261) (435) (84)
 Net charge for provisions, less payments      	 	340	  600  (110)
 Movements in working capital      	 	380	 (4,437) (3,117)
 Income taxes paid      	 (13,733) (9,028) (6,388)
Net cash provided by operating activities of continuing operations    	 	28,172	  25,751   24,047 
Net cash provided by (used in) operating activities of Innovene operations    	 	–	  970  (669)
Net cash provided by operating activities      	 	28,172   26,721   23,378 
Net cash used in investing activities      	 (9,518) (1,729) (11,331)
Net cash used in financing activities      	 (19,071) (23,303) (12,835)
Currency translation differences relating to cash and cash equivalents    	 	47	 (88)  91 
Increase (decrease) in cash and cash equivalents      	 (370)  1,601  (697)
Cash and cash equivalents at beginning of year      	 	2,960   1,359   2,056 
Cash and cash equivalents at end of year      	 	2,590   2,960   1,359 

1 Presentation of the accounts
These summarized financial statements represent an abridged version of the financial statements in BP Annual Report and Accounts 2006, which 
are prepared on the basis of International Financial Reporting Standards (IFRS) as adopted by the European Union (EU).

2 Comparative financial information
Business segment comparative financial information has been restated to reflect the transfer of certain activities between segments with effect 
from 1 January 2006.
 In addition, a minor adjustment has been made to the comparative amounts for sales and other operating revenues and purchases to change the 
accounting for certain over-the-counter forward sale and purchase energy commodity contracts so that they are presented on a basis consistent 
with the current year.
 For all periods up to and including the year ended 31 December 2004, BP prepared its financial statements in accordance with UK generally 
accepted accounting practice (UK GAAP). BP, together with all other EU companies listed on an EU stock exchange, was required to prepare 
consolidated financial statements in accordance with IFRS as adopted by the EU with effect from 1 January 2005. The Annual Report and Accounts 
for the year ended 31 December 2005 comprised BP’s first consolidated financial statements prepared under IFRS. 
 Generally, financial information for comparative periods was restated to reflect standards in force at the date of adoption. However, BP elected to 
take advantage of the exemption allowing comparative information on financial instruments to be prepared in accordance with UK GAAP and the 
group adopted IAS 32 ‘Financial Instruments: Disclosure and Presentation’ and IAS 39 ‘Financial Instruments: Recognition and Measurement’ from 
1 January 2005.
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    $ million 
     2006 2005 2004 
By geographical area
 UK	 	5,897   1,167   2,875 
 Rest of Europe	 	3,282   5,206   3,121 
 US	 	11,164	  13,139   9,725 
 Rest of World	 	14,815   13,170   10,025 
 	 	35,158   32,682   25,746 

    $ million 
      2006 2005 
By geographical area
   UK 	 	1,587	  1,598
   Rest of Europe 	 	991	  980
   US 	 	6,592	  5,469
   Rest of World 	 	8,061	  6,102 
  	 	17,231	  14,149 
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3 Analysis of profit before interest and tax  $ million   
 	 2006 2005 2004 
By business
 Exploration and Production	 	29,629	  25,502   18,085 
 Refining and Marketing	 	5,041   6,926   6,506 
 Gas, Power and Renewables	 	1,321   1,172   1,003 
 Other businesses and corporate	 (885) (1,237)  155 
 	 	35,106	  32,363   25,749 
Consolidation adjustments	 	52  319  (3) 
Continuing operations	 	35,158   32,682   25,746 

 
4 Dividends    pence per share   cents per share   $ million 
 	 2006 2005 2004	 2006 2005 2004	 2006 2005 2004 
Dividends announced and paid
 Preference shares      	 	2	  2   2 
 Ordinary shares
  March	 	5.288  4.522    3.674 	 	9.375   8.500    6.750 	 	1,922   1,823   1,492 
  June	 		5.251    4.450    3.807 	 	9.375   8.500    6.750 	 	1,893   1,808   1,477 
  September	 		5.324	   5.119    3.860 	 	9.825   8.925    7.100 	 	1,943   1,871   1,536 
  December	 		5.241    5.061    3.910 	 	9.825   8.925    7.100 	 	1,926   1,855   1,534
 	 		21.104    19.152    15.251 	 		38.400    34.850    27.700 	 	7,686   7,359   6,041 
Dividend announced per ordinary
 share, payable in March 2007	 		5.258	  –   – 	 		10.325	  –   – 	 	1,999	   –    – 

The group does not account for dividends until they have been paid. The accounts for the year ended 31 December 2006 do not reflect the dividend 
announced on 6 February 2007 and payable in March 2007; this will be treated as an appropriation of profit in the year ended 31 December 2007.

5 Earnings per ordinary share
Basic earnings per ordinary share amounts are calculated by dividing the profit for the year attributable to ordinary shareholders by the weighted 
average number of ordinary shares outstanding during the year. The average number of shares outstanding excludes treasury shares and the shares 
held by the Employee Share Ownership Plans.
 For the diluted earnings per share calculation, the profit attributable to ordinary shareholders is adjusted for the unwinding of the discount on the 
deferred consideration for the acquisition of our interest in TNK-BP. The weighted average number of shares outstanding during the year is adjusted 
for the number of shares to be issued for the deferred consideration for the acquisition of our interest in TNK-BP and the number of shares that 
would be issued on conversion of outstanding share options into ordinary shares using the treasury stock method.

6 Capital expenditure and acquisitions  $ million 
  	 	 2006 2005 
By business
 Exploration and Production 	 	13,118	  10,237 
 Refining and Marketing 	 	3,144	  2,860 
 Gas, Power and Renewables 	 	688	  235 
 Other businesses and corporate 	 	281	  817 
   	 	17,231	  14,149 
 
Of which Innovene operations were nil (2005 $497 million).
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Notes continued

	 7	Directors’	remuneration 	 	 	 	 	 	 	 	 	 $	million	
	 	 	 	 	 	 	 	 2006	 2005	 2004	
Total	for	all	directors
	 Emoluments	 	 	 	 	 	 	 14	 	18		 	19	
	 Gains	made	on	the	exercise	of	share	options	 	 	 	 	 	 	 12	 		–		 	3	
	 Amounts	awarded	under	incentive	schemes	 	 	 	 	 	 	 14	 	8		 	6		
	
Emoluments		These	amounts	comprise	fees	paid	to	the	non-executive	chairman	and	the	non-executive	directors	and,	for	executive	directors,	salary	
and	benefits	earned	during	the	relevant	financial	year,	plus	bonuses	awarded	for	the	year.

Pension	contributions		Five	executive	directors	participated	in	a	non-contributory	pension	scheme	established	for	UK	staff	by	a	separate	trust	fund		
to	which	contributions	are	made	by	BP	based	on	actuarial	advice.	One	US	executive	director	participated	in	the	US	BP	Retirement	Accumulation	Plan	
during	2006.

Office	facilities	for	former	chairmen	and	deputy	chairmen		It	is	customary	for	the	company	to	make	available	to	former	chairmen	and	deputy	
chairmen,	who	were	previously	employed	executives,	the	use	of	office	and	basic	secretarial	facilities	following	their	retirement.	The	cost	involved		
in	doing	so	is	not	significant.

Further	information		Details	of	individual	directors’	remuneration	are	given	in	the	summary	directors’	remuneration	report	on	page	40.

Independent	auditor’s	statement

To	the	members	of	BP	p.l.c.	
We	have	examined	the	group’s	summary	financial	statement	for	the	year	ended	31	December	2006.	This	report	is	made	solely	to	the	company’s	
members,	as	a	body,	in	accordance	with	Section	251	of	the	Companies	Act	1985.	To	the	fullest	extent	required	by	law,	we	do	not	accept	or	
assume	responsibility	to	anyone	other	than	the	company	and	the	company’s	members	as	a	body,	for	our	audit	work,	for	this	report	or	for	the	
opinions	we	have	formed.

Respective	responsibilities	of	directors	and	auditors
The	directors	are	responsible	for	preparing	BP Annual Review 2006	in	accordance	with	applicable	law.	Our	responsibility	is	to	report	to	you	our	
opinion	on	the	consistency	of	the	summary	financial	statement	within	BP Annual Review 2006	with	the	consolidated	financial	statements,	the	
Directors’	Report	and	the	Directors’	Remuneration	Report	and	its	compliance	with	the	relevant	requirements	of	Section	251	of	the	Companies	Act	
1985	and	the	regulations	made	thereunder.	We	also	read	the	other	information	contained	in	BP Annual Review 2006	and	consider	the	implications	
for	our	report	if	we	become	aware	of	any	apparent	misstatements	or	material	inconsistencies	with	the	summary	financial	statement.	

Basis	of	opinion
We	conducted	our	work	in	accordance	with	Bulletin	1999/6	‘The	auditors’	statement	on	the	summary	financial	statement’	issued	by	the	Auditing	
Practices	Board	for	use	in	the	United	Kingdom.

Opinion
In	our	opinion	the	summary	financial	statement	is	consistent	with	the	consolidated	financial	statements,	the	Directors’	Report	and	Directors’	
Remuneration	Report	of	BP	p.l.c.	for	the	year	ended	31	December	2006	and	complies	with	the	applicable	requirements	of	Section	251	of	the	
Companies	Act	1985	and	the	regulations	made	thereunder.

Ernst	&	Young	LLP
Registered	auditor
London
23	February	2007

The	auditors	have	issued	an	unqualified	audit	report	on	BP Annual Report and Accounts 2006	containing	no	statement	under	Section	237	(2)	or	
Section	237	(3)	of	the	Companies	Act	1985.

The	maintenance	and	integrity	of	the	BP	p.l.c.	website	are	the	responsibility	of	the	directors;	the	work	carried	out	by	the	auditors	does	not	
involve	consideration	of	these	matters	and,	accordingly,	the	auditors	accept	no	responsibility	for	any	changes	that	may	have	occured	to	the	
financial	statements	since	they	were	initially	presented	on	the	website	or	any	other	website	they	are	presented	on.
	 Legislation	in	the	United	Kingdom	governing	the	preparation	and	dissemination	of	financial	statements	may	differ	from	legislation	in	other	
jurisdictions.
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United States accounting principles

The consolidated financial statements of the BP group are prepared in accordance with IFRS as adopted for use by the EU, which differs in certain 
respects from US generally accepted accounting principles (US GAAP). The following is a summary of the adjustments to profit for the year 
attributable to BP shareholders and to BP shareholders’ equity that would be required if US GAAP had been applied instead of IFRS.

Profit	for	the	year       $ million except per share amounts

For the year ended 31 December       2006  2005  2004

Profit as reported in the Annual Report and Accounts to accord with IFRS    	 	22,000	  22,341   17,075 
Texas City provision timing differencea      	 	315	 (315)   – 
Profit as reported in the Annual Report on Form 20-F to accord with IFRS    	 22,315	  22,026   17,075 
Adjustments
 Deferred taxation/business combinations      	 (224) (496) (517)
 Provisions      	 	177	  9  (80)
 Oil and natural gas reserves differences      	 (243)  11   30 
 Goodwill and intangible assets      	 	13	   –  (61)
 Derivative financial instruments      	 	142	  87  (337)
 Inventory valuation      	 	162	 (232)  162 
 Gain arising on asset exchange      	 (10) (12) (107)
 Pensions and other post-retirement benefits      	 (873) (486) (47)
 Impairments      	 (332) (378)  677 
 Equity-accounted investments      	 (104) (255)  147 
 Consolidation of variable interest entities      	 	(5)	   –    – 
 Major maintenance expenditure      	 		–	   –   217 
 Share-based payments      	 	92	  6   24 
 Other      	 	6	  156  (93)
Profit for the year before cumulative effect of accounting change as adjusted to accord with US GAAP  21,116 20,436  17,090
Cumulative effect of accounting change
 Major maintenance expenditure      	 		–	 (794)   – 
Profit for the year as adjusted to accord with US GAAP     	 	21,116	  19,642   17,090 
Dividend requirements on preference shares      	 	2	  2   2 
Profit for the year attributable to ordinary shares as adjusted to accord with US GAAP   	 	21,114	  19,640   17,088 
Per ordinary share – cents
 Basic – before cumulative effect of accounting change     	 	105.42	  96.72   78.31 
 Cumulative effect of accounting change      	 		–	 (3.76)   – 
       	 	105.42	  92.96   78.31 
 Diluted – before cumulative effect of accounting change     	 	104.63	  95.62   76.88 
 Cumulative effect of accounting change      	 		–	 (3.71) – 
       	 	104.63	  91.91   76.88 
Per American depositary share – centsb

 Basic – before cumulative effect of accounting change     	 	632.52	  580.32   469.86 
 Cumulative effect of accounting changes      	 		–  (22.56) – 
       	 	632.52   557.76   469.86 
 Diluted – before cumulative effect of accounting change     	 	627.78	  573.72   461.28 
 Cumulative effect of accounting change      	 		–	 (22.26) – 
       	 	627.78	  551.46   461.28 

BP	shareholders’	equity          $ million 

At 31 December       	 2006  2005

BP shareholders’ equity as reported in the Annual Report and Accounts to accord with IFRS   	 	84,624	  79,976
Texas City provision timing differencea       	 	–	  (315)
BP shareholders’ equity as reported in the Annual Report on Form 20-F to accord with IFRS   	 	84,624	  79,661
Adjustments
 Deferred taxation/business combinations       	 	1,801	  2,025 
 Provisions       	 63 (112)
 Oil and natural gas reserves differences       	 (202)  41 
 Goodwill and intangible assets       	 	248	  171 
 Derivative financial instruments       	 	202	  225 
 Inventory valuation       	 (5) (167)
 Gain arising on asset exchange       	 	229	  239 
 Pensions and other post-retirement benefits       	 		–	  3,146 
 Impairments       	 	2	  327 
 Equity-accounted investments       	 (160) (43)
 Consolidation of variable interest entities       	 	(5)	   – 
 Share-based payments       	 (254) (334)
 Other       	 (26) (32)
BP shareholders’ equity as adjusted to accord with US GAAP      	 	86,517	  85,147  

 a BP’s financial statements for the year ended 31 December 2005 were authorized for issue on 6 February 2006 and were included in the 2005 Annual Report and Accounts. 
BP filed its 2005 Annual Report on Form 20-F on 30 June 2006. The financial statements included in this filing were approved on 30 June 2006 and reflected an additional 
provision of $315 million (post-tax) relating to the Texas City incident of March 2005 as a result of new information that came to light after 6 February 2006.
 b One American depositary share is equivalent to six 25 cent ordinary shares.
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executive officer with a range of regional and 
functional responsibilities and an executive 
director in 2004. He is a non-executive director 
of Rolls-Royce Group plc.

5 Dr B E Grote Chief Financial Officer
Byron Grote (58) joined BP in 1987 following 
the acquisition of The Standard Oil Company  
of Ohio, where he had worked since 1979.  
He became group treasurer in 1992 and in 
1994 regional chief executive in Latin America. 
In 1999, he was appointed an executive vice 
president of exploration and production, and 
chief executive of chemicals in 2000. He was 
appointed an executive director of BP in 2000 
and chief financial officer in 2002. He is a  
non-executive director of Unilever NV and 
Unilever PLC.

6 A G Inglis Chief Executive,  
Exploration and Production
Andy Inglis (47) joined BP in 1980, working on 
various North Sea projects. Following a series 
of commercial roles in exploration, in 1996  
he became chief of staff, exploration and 
production. From 1997 until 1999, he was 
responsible for leading BP’s activities in the 
deepwater Gulf of Mexico. In 1999, he was 
appointed vice president of BP’s US western 
gas business unit. In 2004, he became 
executive vice president and deputy chief 
executive of exploration and production. He was 
appointed chief executive of BP’s exploration 
and production business and an executive 
director on 1 February 2007.

7 J A Manzoni Chief Executive,
Refining and Marketing
John Manzoni (47) joined BP in 1983. He 
became group vice president for European 
marketing in 1999 and BP regional president 
for the eastern US in 2000. In 2001, he 
became an executive vice president and chief 
executive for gas and power. He was appointed 
chief executive of refining and marketing in 
2002 and an executive director of BP in 2003. 
He is a non-executive director of SABMiller plc.

Executive directors
1 The Lord Browne of Madingley, FRS, FREng  
Group Chief Executive
John Browne (59) joined BP in 1966 and 
subsequently held a variety of exploration and 
production and finance posts in the US, UK  
and Canada. He was appointed an executive 
director in 1991 and group chief executive in 
1995. He will retire as group chief executive  
at the end of July 2007. He is a non-executive 
director of Goldman Sachs Group Inc. He was 
knighted in 1998 and made a life peer in 2001. 

2 Dr A B Hayward  
Group Chief Executive designate
Tony Hayward (49) joined BP in 1982. He held  
a series of roles in exploration and production, 
becoming a director of exploration and 
production in 1997. In 2000, he was made 
group treasurer, and an executive vice 
president in 2002. He was chief executive 
officer of exploration and production between 
2002 and 1 February 2007, becoming an 
executive director in 2003. He has been 
appointed to succeed Lord Browne as group 
chief executive following Lord Browne’s 
retirement in July. Dr Hayward is a non-
executive director of Corus Group plc. 

3 Dr D C Allen Group Chief of Staff
David Allen (52) joined BP in 1978 and 
subsequently undertook a number of corporate 
and exploration and production roles in London 
and New York. He moved to BP’s corporate 
planning function in 1986, becoming group vice 
president in 1999. He was appointed executive 
vice president and group chief of staff in 2000 
and an executive director of BP in 2003. He is  
a director of BP Pension Trustees Limited.

4 I C Conn Group Executive Officer,  
Strategic Resources
Iain Conn (44) joined BP in 1986. Following  
a variety of roles in oil trading, commercial 
refining, retail and commercial marketing 
operations, and exploration and production,  
in 2000 he became group vice president of 
BP’s refining and marketing business. From 
2002 to 2004, he was chief executive of 
petrochemicals. He was appointed group 

Non-executive directors
8 P D Sutherland, KCMG  
Chairman
Peter Sutherland (60) rejoined BP’s board in 
1995, having been a non-executive director 
from 1990 to 1993, and was appointed 
chairman in 1997. He is non-executive  
chairman of Goldman Sachs International and  
a non-executive director of Investor AB and  
The Royal Bank of Scotland Group. 
Chairman of the chairman’s and nomination 
committees

9 Sir Ian Prosser  
Deputy Chairman
Sir Ian (63) joined BP’s board in 1997 and was 
appointed non-executive deputy chairman in 
1999. He is the senior non-executive director. 
He retired as chairman of InterContinental 
Hotels Group PLC, previously Bass PLC,  
in 2003. He is the senior independent non-
executive director of GlaxoSmithKline plc  
and a non-executive director of the Sara  
Lee Corporation. He was previously on the 
boards of The Boots Company PLC and Lloyds 
TSB PLC.
Member of the chairman’s, nomination and 
remuneration committees and chairman of  
the audit committee

10 J H Bryan
John Bryan (70) joined BP’s board in 1998, 
having previously been a director of Amoco.  
He serves on the boards of General Motors 
Corporation and Goldman Sachs Group Inc.  
He retired as the chairman of Sara Lee 
Corporation in 2001. He is chairman of 
Millennium Park Inc. in Chicago.
Member of the chairman’s, audit and 
remuneration committees

91 7 852 3 4
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14 D J Flint, CBE
Douglas Flint (51) joined BP’s board in 2005.  
He trained as a chartered accountant and 
became a partner at KPMG in 1988. In 1995, 
he was appointed group finance director of 
HSBC Holdings plc. He was chairman of the 
Financial Reporting Council’s review of the 
Turnbull Guidance on Internal Control. Between 
2001 and 2004, he served on the Accounting 
Standards Board and the Standards Advisory 
Council of the International Accounting 
Standards Board.
Member of the chairman’s and audit 
committees

15 Dr D S Julius, CBE
DeAnne Julius (57) joined BP’s board in 2001. 
She began her career as a project economist 
with the World Bank in Washington. From  
1986 until 1997, she held a succession of 
posts, including chief economist at British 
Airways and Royal Dutch Shell Group. From 
1997 to 2001, she was an independent 
member of the Monetary Policy Committee  
of the Bank of England. She is chairman of  
the Royal Institute of International Affairs and  
a non-executive director of Lloyds TSB Group 
PLC, Roche Holdings SA and Serco Group plc.
Member of the chairman’s and nomination 
committees and chairman of the  
remuneration committee

16 Sir Tom McKillop
Sir Tom (63) joined BP’s board in 2004. Sir Tom 
was chief executive of AstraZeneca PLC from 
the merger of Astra AB and Zeneca Group PLC 
in 1999 until December 2005. He was a non-
executive director of Lloyds TSB Group PLC 
until 2004 and is chairman of The Royal Bank  
of Scotland Group. 
Member of the chairman’s, remuneration  
and safety, ethics and environment  
assurance committees

11 A Burgmans
Antony Burgmans (60) joined BP’s board in 
2004. He was appointed to the board of 
Unilever in 1991. In 1999, he became chairman 
of Unilever NV and vice chairman of Unilever 
PLC. He was appointed chairman of Unilever 
NV and Unilever PLC in 2005. He is also a 
member of the supervisory board of Akzo 
Nobel NV.
Member of the chairman’s and safety, ethics 
and environment assurance committees

12 Sir William Castell, LVO
Sir William (59) joined BP’s board in July 2006. 
From 1990 to 2004, he was chief executive  
of Amersham plc and subsequently president 
and chief executive officer of GE Healthcare. 
He was appointed as a vice chairman of the 
board of GE in 2004, stepping down from this 
post in 2006 when he became chairman of the 
Wellcome Trust. He remains a non-executive 
director of GE and is a trustee of London’s 
Natural History Museum.
Member of the chairman’s, audit and safety, 
ethics and environment assurance committees

13 E B Davis, Jr
Erroll B Davis, Jr (62) joined BP’s board in 1998, 
having previously been a director of Amoco.  
He was chairman and chief executive officer  
of Alliant Energy, relinquishing this dual 
appointment in 2005. He continued as 
chairman of Alliant Energy until February 2006, 
leaving to become chancellor of the University 
System of Georgia. He is a non-executive 
director of PPG Industries, Union Pacific 
Corporation and the US Olympic Committee.
Member of the chairman’s, audit and 
remuneration committees

17 Dr W E Massey
Walter Massey (68) joined BP’s board in 1998, 
having previously been a director of Amoco.  
He is president of Morehouse College, a non-
executive director of Bank of America and 
McDonald’s Corporation and a member of 
President Bush’s Council of Advisors on 
Science and Technology.
Member of the chairman’s and nomination 
committees and chairman of the safety, ethics 
and environment assurance committee

Changes to the board
Michael Wilson resigned as a director  
on 28 February 2006 and Michael Miles  
retired as a director on 20 April 2006.  
Sir William Castell was appointed a  
non-executive director on 20 July 2006 and 
Andy Inglis was appointed an executive director 
on 1 February 2007.

Company secretary
David Jackson (54) was appointed company 
secretary in 2003. A solicitor, he is a director of 
BP Pension Trustees Ltd, a director of Business 
in the Community and a member of the Listing 
Authorities Advisory Committee.
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 Remuneration of non-executive directors in 2006a

	 	 	 	 £	thousand

	 Current	directors	 	 2006	 2005

J	H	Bryan	 110	 110

A	Burgmans	 85	 90

Sir	William	Castellb	 38.5	 n/a

E	B	Davis,	Jr	 100	 110

D	J	Flint	 100	 90

Dr	D	S	Julius	 105	 107

Sir	Tom	McKillop	 85	 90

Dr	W	E	Massey	 130	 130

Sir	Ian	Prosser	 130	 135

P	D	Sutherland	 500	 500

  Directors	leaving	the	board	in	2006

H	M	P	Milesc	d	 30	 90

M	H	Wilsone	 22.5	 105	

	a	This	information	has	been	subject	to	audit.
	b	Appointed	on	20	July	2006.
	c	Also	received	a	superannuation	gratuity	of	£46,000.
	dAlso	received	£37,500	for	serving	as	a	director	and	non-executive	chairman	of	
BP	Pension	Trustees	Limited.
	eAlso	received	a	superannuation	gratuity	of	£21,000.

This	is	a	summary	of	the	directors’	remuneration	report,	which	is	
set	out	on	pages	68-75	of	BP Annual Report and Accounts 2006.	
A	copy	of	the	directors’	remuneration	report	has	also	been	sent	to	
all	shareholders	within	Notice of BP Annual General Meeting 2007.
	 The	terms	of	engagement	and	remuneration	of	the	group	chief	
executive	and	the	executive	directors	are	determined	by	the	
remuneration	committee	on	behalf	of	the	board.	The	committee	
seeks	to	ensure	that	there	is	a	clear	link	between	the	company’s	

purpose	of	maximizing	long-term	shareholder	value,	the	business	
plans	and	executive	reward.	The	executive	directors’	total	
remuneration	consists	of	salary,	annual	bonus,	long-term	incentives,	
pensions	and	other	benefits.	In	2007,	more	than	three-quarters	
of	the	executive	directors’	potential	direct	remuneration	will	be	
performance-related.
	 The	board	sets	the	level	of	remuneration	for	all	the	non-executive	
directors	within	limits	approved	by	the	shareholders.

Summary	directors’	remuneration	report	

	

Historical TSR performancea

This	graph	is	included	to	meet	a	legislative	requirement	and	shows		
the	growth	in	value	of	a	hypothetical	£100	holding	in	BP	p.l.c.	ordinary	
shares	over	five	years,	relative	to	the	FTSE	100	and	to	the	FTSE	All	
World	Oil	&	Gas	Index.	BP	is	a	constituent	of	both	indices,	which		
are	the	most	relevant	broad	equity	market	indices	for	this	purpose.
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a	This	information	has	been	subject	to	audit.	
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 Summary of remuneration of executive directors in 2006a
	
	 Annual remuneration	 Long-term remuneration	
	 Share element of EDIP/LTPPsb								
	 2003-2005	plan	 2004-2006 plan	 2006-2008	plan									
	
	 (vested	in	 (vested in	 (awarded	in
	 Feb	2006)	 Feb 2007)	 Feb	2006)
	
	 	 	 	 Annual	 Non-cash	benefits	 	 	 	 	 	 	 	 Potential
	 	 	 	 Salary	 performance	bonus	 and	other	emoluments	 Total	 Actual	 	 Actual	 	 maximum
	 	 	 	 (thousand)	 (thousand)	 (thousand)	 (thousand)	 shares	 Valuec	 shares	 Valuee	 performance
	 	 	 	 2005	 2006	 2005	 2006	 2005	 2006	 2005 2006	 vested	 (thousand)	 vestedd	 (thousand)	 sharesf	
	 Lord	Browne	 	 £1,451	 £1,531	 £1,750	 £900	 £90	 £95	 £3,291 £2,526	 474,384	 £3,067	 380,668	 £2,044	 1,761,249

	 Dr	A	B	Hayward		 £431	 £463	 £460	 £250	 £14	 £20	 £905 £733	 147,783	 £955	 112,941	 £606	 383,200

	 Dr	D	C	Allen	 	 £431	 £463	 £480	 £250	 £12	 £13	 £923 £726	 147,783	 £955	 112,941	 £606	 383,200

	 I	C	Conn	 	 £421	 £463	 £450	 £250	 £43	 £42	 £914 £755	 68,250	 £441	 54,600	 £293	 383,200

	 Dr	B	E	Grote	 	 $923	 $973	 $1,100	 $525	 $0	 $1	 $2,023 $1,499	 175,229	 $1,979	 127,601	 $1,338	 470,432

	 J	A	Manzoni	 	 £431	 £463	 £440	 £250	 £47	 £45	 £918 £758	 147,783	 £955	 112,941	 £606	 383,200		
	

	 	 Amounts	shown	are	in	the	currency	received	by	executive	directors.	Annual	bonuses	are	shown	in	the	year	they	were	earned.	

	 a	This	information	has	been	subject	to	audit.
	 b	Long	Term	Performance	Plans.
	 c	Based	on	market	price	on	vesting	date	(£6.465	per	share/$67.76	per	ADS).
	 d	Gross	award	of	shares	based	on	a	performance	assessment	by	the	remuneration	committee	and	on	the	other	terms	of	the	plan.	Sufficient	shares	are	sold	to	pay	

for	tax	applicable.	Remaining	shares	are	held	in	trust	for	current	directors	until	2010,	when	they	are	released	to	the	individual.
	 e	Based	on	market	price	on	vesting	date	(£5.37	per	share/$62.91	per	ADS).
	 f	Maximum	potential	shares	that	could	vest	at	the	end	of	the	three-year	period	depending	on	performance.
	 	



The Annual Review for the year ended 31 December 2006 comprises 
summaries of the Directors’ Report and the Directors’ Remuneration 
Report and a summary of the information in the consolidated financial 
statements. This complies with the information required under the 
Companies (Summary Financial Statement) Regulations 1995. It does 
not contain sufficient information to allow as full an understanding of the 
results and the state of affairs of BP as BP Annual Report and Accounts 
2006. Shareholders may obtain a copy of BP Annual Report and 
Accounts 2006 on request, free of charge (see page 41).
 The financial information for 2005 and 2004 has been restated  
to reflect the following, all with effect from 1 January 2006: (a) the  
transfer of three equity-accounted entities from Other businesses and 

corporate to Refining and Marketing following the sale of Innovene; 
(b) the transfer of certain mid-stream assets and activities from Refining 
and Marketing and Exploration and Production to Gas, Power and 
Renewables; (c) the transfer of Hydrogen for Transport activities from 
Gas, Power and Renewables to Refining and Marketing; and (d) a change 
to the basis of accounting for certain over-the-counter forward sale and 
purchase contracts for oil, natural gas, natural gas liquids and power. 
 Outside the summarized financial statements, references within  
BP Annual Review 2006 to ‘profits’, ‘result’ and ‘return on average 
capital employed’ are to those measures on a replacement cost basis 
unless otherwise indicated. The table below reconciles profit for the year 
to replacement cost profit.

Reconciliation of profit for the year to replacement cost profit        $ million

        2006   2005 2004

Profit before interest and tax from continuing operations     35,158  32,682  25,746 
Finance costs and other finance expense     (516) (761) (780)
Taxation     (12,331) (9,473) (7,082)
Minority interest     (286) (291) (187)

Profit for the year from continuing operations attributable to BP shareholders    22,025  22,157  17,697 
Profit (loss) for the year from Innovene operations     (25) 184  (622)
Inventory holding (gains) losses     253  (3,027) (1,643)

Replacement cost profita     22,253  19,314  15,432 

Replacement cost profit from continuing operations attributable to BP shareholders   22,278  19,513  16,336 
Replacement cost loss from Innovene operations     (25) (199) (904)

Replacement cost profit     22,253  19,314  15,432 

Exploration and Production     29,647  25,485  18,075 
Refining and Marketing     5,283  4,394  5,194 
Gas, Power and Renewables     1,376  1,077  964 
Other businesses and corporate     (947) (1,237) 155 
Consolidation adjustments
 Unrealized profit in inventory     52 (208) (191)
 Net profit on transactions between continuing operations and Innovene operations   –  527  188 

Replacement cost profit before interest and tax     35,411  30,038  24,385 

Finance costs and other finance expense     (516) (761) (780)
Taxation     (12,331) (9,473) (7,082)
Minority interest     (286) (291) (187)

Replacement cost profit from continuing operations attributable to BP shareholders   22,278  19,513  16,336 

Per ordinary share – cents
 Profit for the year attributable to BP shareholders     109.84 105.74  78.24 
 Replacement cost profit     111.10  91.41  70.71 

Dividends paid per ordinary share – cents     38.40 34.85 27.70
   – pence     21.104 19.152 15.251 
Dividends paid per American depositary share (ADS) – dollars      2.304 2.091 1.662  

 aReplacement cost profit reflects the current cost of supplies. The replacement cost profit for the year is determined by excluding from profit inventory holding gains and 
losses. BP uses this measure to assist investors to assess BP’s performance from period to period. 

BP p.l.c. is the parent company of the BP group of companies. Unless otherwise 
stated, the text does not distinguish between the activities and operations of the 
parent company and those of its subsidiaries.

The term ‘shareholder’ in this Annual Review means, unless the context 
otherwise requires, investors in the equity capital of BP p.l.c., both direct  
and/or indirect.

BP Annual Report and Accounts 2006 and BP Annual Review 2006 may be 
downloaded from www.bp.com/annualreview. No material on the BP website, 
other than the items identified as BP Annual Report and Accounts 2006 and  
BP Annual Review 2006, forms any part of those documents.

As BP shares, in the form of ADSs, are listed on the New York Stock Exchange 
(NYSE), an Annual Report on Form 20-F will be filed with the US Securities 
and Exchange Commission in accordance with the US Securities Exchange 
Act of 1934. When filed, copies may be obtained, free of charge (see page 41). 
BP discloses on its website at www.bp.com/NYSEcorporategovernancerules 
significant ways (if any) in which its corporate governance practices differ from 
those mandated for US companies under NYSE listing standards.

Cautionary statement
BP Annual Review 2006 contains certain forward-looking statements, particularly 
those relating to capital expenditure, strategy, investments, production, gearing, 
dividends and other distributions to shareholders, future performance, pipelines, 
operating efficiencies, major projects and their contribution to expected production 
and the application of technology. By their nature, forward-looking statements 
involve risks and uncertainties because they relate to events and depend on 
circumstances that will or may occur in the future. Actual results may differ from 
those expressed in such statements depending on a variety of factors including 
the timing of bringing new fields on stream; future levels of industry product 
supply; demand and pricing; operational problems; general economic conditions; 
political stability and economic growth in relevant areas of the world; changes 
in laws and governmental regulations; exchange rate fluctuations; development 
and use of new technology; changes in public expectations and other changes in 
business conditions; the actions of competitors; natural disasters and adverse 
weather conditions; wars and acts of terrorism or sabotage; and other factors 
discussed elsewhere in this document and in BP Annual Report and Accounts 2006.

The registered office of BP p.l.c. is 1 St James’s Square, London SW1Y 4PD, UK. 
Telephone: +44 (0)20 7496 4000. 
Registered in England and Wales No. 102498. Stock exchange symbol ‘BP’.
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Administration
If you have any queries about the administration of shareholdings,  
such as change of address, change of ownership, dividend payments, 
the dividend reinvestment plan or the ADS direct access plan, please 
contact the Registrar or ADS Depositary.
 To elect to receive your company documents (such as the Annual 
Report and Accounts, Annual Review and Notice of Meeting) 
electronically, please register at www.bp.com/edelivery.

UK – Registrar’s Office
The BP Registrar, Lloyds TSB Registrars
The Causeway, Worthing, West Sussex BN99 6DA
Telephone: +44 (0)121 415 7005; Freephone in UK: 0800 701107
Textphone: 0870 600 3950; Fax: +44 (0)1903 833371

US – ADS Administration
JPMorgan Chase Bank
PO Box 3408, South Hackensack, NJ 07606-3408
Telephone: +1 201 680 6630
Toll-free in US and Canada: +1 877 638 5672

Annual general meeting and information for shareholders
Annual general meeting
The 2007 AGM will be held on Thursday 12 April 2007 at 11.30 a.m.  
at ExCeL London, One Western Gateway, Royal Victoria Dock,  
London E16 1XL. A separate notice convening the meeting is sent to 
shareholders with this Annual Review, which includes an explanation  
of the items of special business to be considered at the meeting.
 All resolutions of which notice has been given will be decided on  
a poll.
 Ernst & Young LLP have expressed their willingness to continue in 
office as auditors and a resolution for their reappointment is included  
in the notice.

Further information

Publications

US and Canada
BP Shareholder Services
Toll-free: +1 800 638 5672
Fax: +1 630 821 3456
shareholderus@bp.com

UK and Rest of World
BP Distribution Services
Telephone: +44 (0)870 241 3269
Fax: +44 (0)870 240 5753
bpdistributionservices@bp.com

1 CD for visually impaired shareholders  
and MP3 download 
Highlights from BP Annual Review 2006 
are available on CD. You can also download 
the highlights in MP3 format from  
www.bp.com/annualreview.

2 www.bp.com/annualreport 
BP Annual Report and Accounts 2006  
gives details of our financial and  
operating performance.

3 www.bp.com/sustainabilityreport
BP Sustainability Report 2006, published  
in May 2007, gives details of our 
environmental and social commitments  
and performance. 

4 www.bp.com/statisticalreview
BP Statistical Review of World Energy,  
published in June each year, reports  
on key global energy trends. 

These and other BP publications may be obtained, free of charge, from the following sources:

Dividends
We announce dividends on our ordinary shares in US dollars and  
at the same time state an equivalent sterling dividend. The rate of 
exchange used to determine the sterling amount equivalent is the 
average of the forward exchange rate in London over the five business 
days prior to the announcement date. Dividends are normally paid in 
March, June, September and December. Holders of ordinary shares 
receive their dividends in sterling; holders of ADSs receive their 
dividends in US dollars. One ADS represents six ordinary shares.
 Further information about dividends paid in 2006, forthcoming 
payment dates and taxation details can be found at www.bp.com.
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