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The Annual Report and Accounts for the year ended 31 December 2005,
which includes comparative financial information for the years ended 
31 December 2004 and 2003, comprises BP’s first consolidated financial
statements prepared under International Financial Reporting Standards
(IFRSs) as adopted by the European Union (EU). 

In preparing these financial statements, the group has complied with 
all IFRSs applicable for periods beginning on or after 1 January 2005. In
addition, BP adopted early IFRS 6 ‘Exploration for and Evaluation of Mineral
Resources’, the amendment to IAS 19 ‘Employee Benefits: Actuarial Gains
and Losses, Group Plans and Disclosures’, the amendment to IAS 39
‘Financial Instruments: Recognition and Measurement: Cash Flow Hedge
Accounting of Forecast Intragroup Transactions’ and IFRIC 4 ‘Determining
whether an Arrangement contains a Lease’. The EU has adopted all
standards and interpretations adopted by BP for its 2005 reporting.

The financial information for 2004 and 2003 has been restated to
reflect the following, all with effect from 1 January 2005: (a) adoption by 
the group of IFRSs; (b) change in accounting policy for sales and purchases
(see Note 2 on financial statements); (c) transfer of the Mardi Gras pipeline
system from Exploration and Production to Refining and Marketing; 

(d) transfer of the aromatics and acetyls operations and the petrochemicals
assets that are integrated with our Gelsenkirchen refinery in Germany from
the former Petrochemicals segment to Refining and Marketing; (e) transfer
of the olefins and derivatives operations from the former Petrochemicals
segment to the Olefins and Derivatives (O&D) business and the inclusion 
of the legacy historical results of other petrochemicals assets that had been
divested during 2004 and 2003 within Other businesses and corporate; 
(f) transfer of the Grangemouth and Lavéra refineries from Refining and
Marketing to the O&D business; and (g) transfer of the Hobbs fractionator
from Gas, Power and Renewables to the O&D business. The O&D business
is reported within Other businesses and corporate. This reorganization 
was a precursor to seeking to divest the O&D business. During 2005, we
divested Innovene and show its activities as discontinued operations in
these accounts. Innovene represented the majority of the O&D business.

Outside the summarized financial statements, references within 
BP Annual Review 2005 to ‘profits’, ‘result’ and ‘return on capital employed’
are to those measures on a replacement cost basis, unless otherwise
indicated. The table below reconciles profit for the period to replacement
cost profit.

RECONCILIATION OF PROFIT FOR THE PERIOD TO REPLACEMENT COST PROFIT $ million
2005 2004 2003

Profit before interest and tax for continuing operations 32,682 25,746 18,776
Finance costs and other finance expense (761) (780) (1,045)
Taxation (9,473) (7,082) (5,050)
Minority interest (291) (187) (170)

Profit for the period for continuing operations attributable to BP shareholders 22,157 17,697 12,511
Profit (loss) for the period from Innovene operations 184 (622) (63)

Profit for the period attributable to BP shareholders 22,341 17,075 12,448
Inventory holding (gains) losses (3,027) (1,643) (16)

Replacement cost profita 19,314 15,432 12,432

Replacement cost profit for continuing operations attributable to BP shareholders 19,513 16,336 12,460
Replacement cost profit for Innovene operations (199) (904) (28)

Replacement cost profit 19,314 15,432 12,432

Per ordinary share – cents 
Profit for the period attributable to BP shareholders 105.74 78.24 56.14
Replacement cost profit 91.41 70.71 56.06

Dividends paid per ordinary share – cents 34.85 27.70 25.50
– pence 19.152 15.251 15.658

Dividends paid per American Depositary Share (ADS) – dollars 2.091 1.662 1.530

aReplacement cost profit reflects the current cost of supplies. The replacement cost profit for the period 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.

The Annual Review for the year ended 31 December 2005 comprises summaries of the
Directors’ Report and the Directors’ Remuneration Report and a summary of the information
in the annual accounts. 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 2005. Shareholders may obtain a copy of BP Annual
Report and Accounts 2005 on request, free of charge (see page 41).

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 Review 2005 and BP Annual Report and Accounts 2005 may be downloaded 
from www.bp.com/annualreview. No material on the BP website, other than the items
identified as BP Annual Review 2005 and BP Annual Report and Accounts 2005, 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 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 2005 contains certain forward-looking statements, particularly those
regarding capital expenditure, development of business strategy, divestments, dividends,
share repurchases and other distributions to shareholders, future performance, gearing,
growth in solar, wind and gas-fired power, investments, new markets, production, the
progress and timing of projects, rate of exports from the BTC pipeline and the application 
of and spending on 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 2005.

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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In 2005, it became clear that the future is not just 
about making more energy. 

IT’S ALSO ABOUT MAKING ENERGY MORE:

More secure. 
More distinctive. 
More lasting. 
More efficient.
More diverse.
And more sustainable.

This is because the long-term performance of an oil
and gas company no longer depends on its resources
alone, but its resourcefulness – its ability to deliver 
in the present while anticipating what comes next.

At BP, we see a future of energy built on the effective
investment choices we make and the options those
choices give us for tomorrow.

The world expects more from BP. We think we can 
do more.
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March, of 9.375 cents per share. The annual dividend paid of
34.85 cents per share or 19.152 pence per share represents
an increase both in dollar and sterling terms over the past year
of 26%. During 2005, we have repurchased some $11.6 billion
of shares. Of these, 7% were cancelled and the remainder
were placed into treasury.

I mentioned earlier that this had been a testing year 
for the board. In strategic terms, the advent of sustained 
high oil prices presents new and different demands for the
development of the group’s business over the long term. 
BP’s business has always been one with a long stride; 
the group’s continued development for the long-term benefit 
of shareholders over the next five to 10 years and beyond 
has been an area of strategic focus for the board throughout
the year.

While our core strategy, explained in the Performance
review section on pages 8-26 of BP Annual Report and
Accounts 2005, remains substantially unchanged, it is
constantly reassessed in the light of developing circumstances.
For example, the launch of the BP Alternative Energy business
represents a greater focus on the manner in which this
business is viewed and the importance we attach to
alternative forms of energy production for the future.

While scrutiny and shaping of strategy are principal
concerns of the board, the detailed monitoring work of 
our board committees has continued, with the amount of
business they consider increasing annually. For instance, the
ethics and environment assurance committee under Walter
Massey’s chairmanship enhanced its focus in the area of
personal and process safety procedures in the light of the
Texas City incident, while the challenge of meeting new
financial reporting and accounting measures has been
overseen by the audit committee, chaired by Sir Ian Prosser.
Given the spread and complexity of the group’s interests 
and assets, the work of the board committees is a major task
and I would like to thank the chairmen and members of these
committees for their efforts over the past year. Monitoring
work carried out by those committees allows the board as 

DEAR SHAREHOLDER BP has just completed a demanding year.
During 2005, we have seen the price of crude oil rise to levels
that only two or three years ago would not have seemed at 
all likely. As a result, and coupled with a sound operational
performance implementing our long-term strategy, we have
seen the group produce record results. However, the group
suffered the explosion at the Texas City refinery in the US. 
Our people and our performance were also affected by 
the Asian tsunami, by the hurricanes in the Gulf of Mexico 
that buffeted our offshore and onshore facilities, impairing
production and distribution, and by other events. 2005 was
therefore a year of contrasts, which has been testing for 
your board and immensely challenging for our executive
management team, led by John Browne.

BP’s ability to meet these challenges and, through 
them all, to deliver excellent performance depends on the
work of the 96,200 people we employ. It also depends on 
the exemplary leadership provided by John Browne and 
the tremendously able team he heads. Their determination,
experience and creativity are needed to rise to the challenges
our business faces. I would like to thank John, his team 
and all our staff around the world for their contribution 
in 2005 and to recognize the value they have created for 
our shareholders.

During 2005, we continued our policy of returning cash 
in excess of our investment requirements to our shareholders
both through buybacks and through our progressive dividend
policy. I am pleased to confirm a dividend, to be paid in 
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a whole to focus on the strategic issues, which in turn leads
to an effective use of board time. The work of each of the
committees is described in more detail in the Governance:
board performance report on pages 38-44 of the Notice 
of Meeting and in BP Annual Report and Accounts 2005.

I am pleased that, during the year, we have been able 
to contribute to the debate on corporate governance best
practice. The past few years have seen a swathe of regulations
in response to high-profile corporate scandals and failures.
These interventions have led to detailed examinations of
corporate governance regimes in the UK, US and Europe as
well as the rest of the world. The frameworks within which
companies and boards operate vary significantly, just as 
the systems of legal and financial regulation differ. Above all,
governance systems and processes must be fit for purpose
for each different company in the legal and capital markets 
in which they operate. Where markets do not offer adequate
safeguards to shareholders, governance practices must 
evolve to fill that gap. While the board evaluation exercise 
we undertook this year indicated areas in which our practices
should develop, the internal and external endorsement our
board has received reassures us that the governance of your
company is state-of-the-art.

Our work on board succession and development
continues. During 2005, we said farewell to our two longest-
serving directors, Sir Robin Nicholson and Chuck Knight,
whose substantial contributions we acknowledged last year.
At the forthcoming AGM, Michael Miles will step down.
Michael has served on the BP board since June 1994. He has
made significant contributions to both the audit and the ethics
and environment assurance committees. His experiences of
working in the Far East have been of particular value to us 
in recent years as the markets in that region have become 
so important. We shall miss Michael’s contributions at the
board and his commitment to board and committee work.

Against this background, the work of the chairman’s
committee and the nomination committee, both of which 
I chair, continues. Processes have been established for
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executive and non-executive succession for the future.
The nomination committee in particular is continuing to
review the skills needed on the board to rise to the evolving
challenges faced by BP and the work of the board in the
coming years.

If 2005 was a demanding year, I am sure that 2006 will
continue to stretch the abilities of both the board and the
executive team. On behalf of the board, I would like to thank
you for your support.

Peter Sutherland
Chairman
6 February 2006
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DEAR SHAREHOLDER  We start from the view that the purpose 
of business is to satisfy human needs and, in doing so, to
generate profits for investors. For BP, that means providing
energy to fuel human progress and economic growth. It also
means satisfying the need for a sustainable environment.

On many fronts, our performance in 2005 was very strong
but the year was overshadowed by the industrial accident at
our Texas City refinery in March, which caused 15 deaths and
many more injuries. That incident has been the subject of
rigorous and thorough investigation both by our own team and
by external authorities and lessons have been learned. We are
determined to do everything possible to ensure that no such
accident recurs.

In addition to safety, the primary challenge for BP during
2005 was the maintenance of the flow of secure supplies of
energy to our customers in the face of volatile markets and
the instability caused by continued conflict in the Middle East,
terrorism and extreme weather conditions in the US and
elsewhere. Our success in meeting this fundamental element
of our purpose was due to the talent and dedication of our
staff, often working under conditions of severe difficulty. 

FINANCIAL PERFORMANCE In terms of financial performance,
2005 was an exceptional year for BP, with profits of 
$19.3 billion, representing a return on average capital
employed of 20%. High oil prices, which averaged $54.48
during 2005 against $38.27 in 2004 (dated Brent), contributed
to the result but the underlying performance of the company

is strong. These results reflect not just a positive operating
environment but were the consequence of the long-run
strategic position of the company and improvements in each
part of our business. That performance is described in the
following pages. 

BP now produces more than 4 million barrels of oil
equivalent per day of oil and gas for customers across the
world. To sustain supplies and meet the growing levels of
demand that population growth and prosperity are generating,
we continue to invest for the future. Our profits fund not only
the dividends, which we are delighted to have been able to
increase once again during 2005, and the buybacks of shares,
which totalled $11.6 billion during the year, but also the
investment in new developments that will form the basis 
of the group’s business for years to come.

Capital expenditure in the exploration and production
segment totalled $10.1 billion in 2005, bringing the total 
so far since the turn of the century to more than $50 billion.
That investment is aimed at providing sustainable supplies of
oil and gas and enabling us to develop the extensive base of
proved reserves and identified resources that we have built up
in recent years. In 2005, we added 662 million barrels of oil 
and 4.6 trillion cubic feet of natural gas to our booked reserves
for subsidiaries and equity-accounted entities. That success
made 2005 the 13th consecutive year in which we have
replaced, in accordance with UK generally accepted
accounting practice Statement of Recommended Practice
(SORP), 100% or more of the oil and gas we produced.
Exploration success continues to augment this base. Major
new discoveries were made in the deepwater Gulf of Mexico
and Angola.

We have a strong and successful trading business and 
a growing presence as a producer and supplier of natural gas,
with a daily output averaging 8.4 billion cubic feet during 2005
from fields in Trinidad and North Africa, as well as the US and
the North Sea.

We are also investing in the refining and marketing
businesses, developing new and strong positions in those

Group chief executive’s review



areas of the world where energy demand is increasing most
rapidly. Worldwide, we supply some 13 million customers a
day. Our supply links, including a growing fleet of ships and
the extensive networks of pipelines we operate in many
different parts of the world, helped to sustain global supplies
through all the disruptions experienced in 2005. 

EXTERNAL CHALLENGES The oil and gas markets remain volatile.
While we expect prices to remain above the long-run average
for some years to come, we have taken care to ensure that
the business is robust and capable of responding flexibly to
unpredictable events.

Volatility is not the only challenge we face. No company 
in the oil and gas industry can fail to recognize that, as the
demand for our products rises, so too does the risk that their
use will contribute to the environmental challenges associated
with an increasing concentration of carbon in the atmosphere.
The science of climate change may be incomplete but we
would be foolish to ignore the mounting evidence and the
conclusion of the world’s most eminent scientists that
precautionary action is necessary.

Over recent years, we have taken steps to reduce
emissions from our own operations and to improve further 
the quality of our products. In 2005, we took an important
step with a substantial investment in the development of 
an alternative energy business that will offer our customers
new choices of low-carbon energy. BP Alternative Energy 
is focused on the power generation sector – the largest 
single source of emissions from the use of fossil fuels –
through investments in solar power, wind, gas and hydrogen
power, where the latter employs the new technology 
of sequestration, in which carbon is captured and stored,
allowing hydrogen to be used to generate clean, carbon-
free electric power.

This is a long-term, but very exciting, development 
that we believe can help meet the energy needs of 
a growing world while minimizing the impact on our 
common environment.
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HUMAN TALENT The other element essential for the long-term
health of the company is the development of human talent. 
In all the places in which we operate, we are committed to the
development of people. Within BP, that is reflected in our policies
of inclusion and meritocracy and our determination to develop
individuals, regardless of their background, creed or colour.

Beyond the company, we are committed to the
development of enterprise and education in the communities
in which we work. Our aim is that they are better able to 
take advantage of the wealth created by natural resource
development. In 2005, we appointed our first director of
education, whose role will be both to co-ordinate our existing
activity and to develop a continuing programme to maximize
our contribution to the development of human capacity.

Over the last 10 years, the group has broadened its base
of activity – extending beyond the North Sea and Alaska and
developing resources and markets across the world. In places
as diverse as Russia, Angola, Germany, China and Egypt, 
BP is now a leading player. In those countries and in all 
the places in which we now work, we are committed to 
the principle of mutual advantage. BP, as a large multinational
company, can only earn the privilege of operating on a global
basis if in each and every case we can demonstrate that what
we do benefits those with whom we do business as well as
the company itself. 

We have much to do and much to learn, but our aspiration
remains unchanged – to be a company that works consistently
and universally in ways that help to sustain the development
of the world of which we are part.

The Lord Browne of Madingley
Group Chief Executive
6 February 2006
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Measuring our progress
We have three targets:
••• To underpin growth by a focus on performance,

particularly on returns, investing at a rate
appropriate for long-term growth.

••• To increase the dividend per share in light of 
our policy.

••• To return to shareholders all free cash flows 
in excess of investment and dividend needs.

The charts opposite provide some measures of 
our progress in 2005.
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aRecordable Injury Frequency (RIF):
number of reported work-related
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EXPLORATION AND PRODUCTION

We have replaced 100% 
or more of our production 
for 13 consecutive years 
on a UK SORP basis.
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aSenior management in 2005
includes the top 606 positions in BP.

GAS, POWER AND RENEWABLES

Planned investment in 
BP Alternative Energy 
business over next 10 years.

GREENHOUSE GAS EMISSIONSa

78million
tonnes (Mte)
compared with 81.7Mte in 2004.

aBP share of emissions expressed as
an equivalent mass of carbon dioxide.
TNK-BP emissions are not included. 

CONTRIBUTION 

TO COMMUNITIESa

$96million
aIncluding UK charities $0.8 million.

OIL SPILLS

541spills 
of >_ 1barrela

compared with 578 in 2004.

a1 barrel = 159 litres = 42 US gallons.

REFINING AND MARKETING

We are number 1 or 2 in 85%
of the retail markets in which 
we operate.
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WHAT THE WORLD DEMANDS

2005 was a year more characterized by questions
than answers. The price of fuel, the availability 
of supply and the profits of energy companies
dominated public dialogue and political debate.
Science produced more studies emphasizing 
the risk of climate change. At the same time,
extreme weather and an explosion at our Texas 
City refinery in the US affected our ability to 
produce consistently and perform safely.
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At BP, we constantly ask: ‘What more could we be?’ 
In other words, from the effective choices we’ve 
made in the past, how can we be a leader in 
our industry and contribute to global economic 
progress while maximizing shareholder returns?

Because, more than ever,
securing the future means
leading the future. 
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How can we make energy

more secure?
Security of energy supply is really about three things: access,
trading and distribution. For an oil and gas company to assure
supply to energy consumers, each of those capabilities must 
be robust and closely linked. For BP, these capabilities are 
the heart of our long-term strategy. They have enabled us 
to move first and to serve markets worldwide. Today, BP’s 
ability to find, develop and produce oil and gas in increasingly
challenging locations makes us a leader in our industry. 
And when you link BP’s advantages – efficiency, scale and 
high-quality assets brought to market through distinctive 
trading capability, flexible manufacturing and quality retail 
outlets – you have a business platform that offers greater 
supply stability and opportunity to sustain growth.



CASPIAN PRODUCTION

The opening of the landlocked reserves 
of the Caspian region has the potential 
to account for 20% of BP’s production
growth until 2010.

CASPIAN RESOURCEFULNESS

In February 2005, oil was produced from the first phase of the massive 
Azeri-Chirag-Gunashli full-field development. Three months later, oil began 
to flow into the 1,768-kilometre Baku-Tbilisi -Ceyhan (BTC) pipeline, marking 
the culmination of an 11-year project to develop and access the landlocked
reserves of the Caspian region. Filling of the pipeline continued through 
the remainder of 2005, and by mid-2006 the pipeline is expected to export 
more than 300,000 barrels of oil a day to world markets. By 2009, that rate 
is expected to exceed 1 million barrels of oil a day. The opening of this new 
area has the potential to double BP’s production in Azerbaijan during 2006, 
and to account for 20% of our production growth until 2010.

GAS AND POWER TO NEW MARKETS

BP is connecting gas resources with gas markets – over greater distances –
around the globe. In South Korea, one of the fastest-growing gas markets in 
the world, BP became the first energy company to supply the Korean private
sector when it delivered its first liquefied natural gas (LNG) cargo to steel
company Posco and electricity producer K-Power. This shipment established
supply relationships in advance of production from our newly sanctioned 
LNG project in Tangguh, Indonesia, scheduled for start-up in 2008. In South
Korea, we went further by investing in K-Power to construct a new 1,074MW
gas-fired power station that will use BP-supplied gas to provide electricity 
for homes and businesses. The result is a combination of BP’s ability to meet
growing needs for gas – and provide lower -carbon power for our customers.

BP Annual Review 2005 11



12 Making energy more

How can we make energy

more
distinctive?
As indispensable as energy is to everyday life and economic
progress, we also know it’s often considered as merely a
commodity. We believe that our products can – and should –
be seen differently and that they should offer customers
something of greater value. We work hard to build brands 
that offer customers not only a fill-up or convenient meal 
but also a welcome break in their busy lives. From single
consumers to our significant business-to-business partners 
in key market segments, our brand relationships encourage
customers to see BP as a source of assurance and
confidence as well as a source of products and services. 
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THE ‘EDGE’ IN LUBRICANTS

Castrol Edge is extending BP’s presence in the high-performance synthetics
end of the lubricants market. Castrol Edge aims to appeal to ‘passionate’ 
car enthusiasts with high-performance technology, credible technical
endorsements and contemporary marketing. Launched in 2005, Castrol 
Edge is now available in selected markets in Europe, Australasia and Africa.

ULTIMATE EXPANSION

Ultimate, BP’s premium fuel for clean performance and improved fuel
economy, is now available in 13 countries around the world. Ultimate has
distinctive brand value – an advantage that we reinforce through continual
communications and product innovations.

CLOSE, ENDURING PARTNERSHIPS

More than a supplier of fuels, BP is a strategic partner to some of the
world’s best-known brands and largest-scale businesses. These partners 
rely on us to be actively and closely engaged with multiple areas of their
operations, and to deliver solutions – such as energy strategy, operating
efficiency or co-branding – that provide advantage to both partners. 

GROWING WITH ASIA

BP’s aromatics and acetyls (A&A) business is one of our largest business-
to-business operations. Its products are distinctive in technological
sophistication, history of growth and importance in key markets. BP’s 
A&A investment bias is towards Asia, with a special focus on China, 
where burgeoning growth for our products generates opportunities to 
apply our leading technology in world-class projects. 
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INVESTING FOR THE FUTURE

BP’s scale of investment in exploration
and production – more than $50 billion
since 2000 – has been guided by our
project focus. During the next three 
years, we plan to underpin our upstream
investment with 24 major new projects,
from deepwater locations in Angola 
and the Gulf of Mexico to greenfield
opportunities in Russia and LNG facilities

in Indonesia and Australia. Eight important
projects have already come on stream during
2004 and 2005, together representing over
25% of incremental production from our new
profit centres. In our mature areas, decline 
is being actively managed, both through new
projects coming on stream at existing fields
and also through breakthrough technologies
that enable us to recover more oil and gas. 
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How can we make energy
more lasting?
At current consumption rates, we estimate that the
world has a 40-year supply of oil and almost 70 years
of natural gas. The future of fossil fuels will be defined
as much by resourcefulness as by resources. At BP,
we apply our scale and consistently reinvest cash 
in ways that utilize our resourcefulness and sustain
supply. We’re confident that our strategy, access and
capabilities should see our production of oil and natural
gas expanding until the end of the decade and beyond. 
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TECHNOLOGICAL VISION

At BP, technology is a strategic asset. It’s how we access 
new hydrocarbon deposits and manage the decline of existing
producing assets. Our investments in technology – seismic
expertise, innovative drilling techniques, manufacturing
efficiency and proprietary products – enable us to explore,
produce and manufacture efficiently to meet growing demand.
During 2005, BP deployed its newest technique in the search
for new reserves: Wide Azimuth Towed Streamer (WATS). 
This advanced technology uses multiple ‘source’ boats 
to send seismic signals at different angles to the seabed,
rather than the typical single source. Our computing centre 
in Houston then processes the data to create a clearer picture 
of underlying geology. WATS is now planned for use on 
additional fields in the US Gulf of Mexico during 2006. 

DELIVERING AMID DISASTER

Every day around the world, multiple energy markets and
delivery infrastructures are at work, directing resources 
and refined products to meet customer demand. But what
happens when fuel supplies are interrupted by one of the
worst hurricane seasons in history? And in the midst of 
very strong demand? 

After the devastation of Hurricanes Katrina and Rita,
nearly 20% of US refining capacity was out of service. 
Our energy trading function, refining and marketing business
and shipping operations co-ordinated BP’s global response. 
A flotilla of 12 gasoline and diesel tanker ships was 

redeployed from Europe to ports on the US Gulf Coast in
fewer than three days. Our operating US refineries quickly
adjusted their gasoline formulations to increase supply – 
made possible through increased flexibility on regional
environmental requirements provided by federal and state
authorities after the storms. Our Gulf Coast refinery in Texas
City modified its dock operation, enabling it to distribute
imported cargoes while the manufacturing facilities were 
out of action. As a result, BP was able to meet almost 
all its contractual demands while also contributing to 
an unprecedented, industry-wide logistical response.

FINDING MORE OIL AND NATURAL GAS 
AT LOWER COST THAN OUR COMPETITORS

Source: Wood Mackenzie Exploration Strategy
and Performance study, September 2005
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How can we 
make energy more 
efficient?
With scale and reach comes complexity. Managing this complexity 
with operational effectiveness requires BP to connect assets to 
markets efficiently – and to put the right supply in the right place 
at the right time. While BP is one of the most efficient finders and
producers of fossil fuels among the independent oil companies, 
these elements are only part of the equation. Look across BP’s 
operations and you’ll find a set of carefully positioned assets, from fuels 
for transport and gas for power generation to the strong positions of our
aromatics and acetyls business. The knowledge and relationships within
BP’s global trading and supply function help us – and our customers – 
to manage effectively an energy value chain that has become more 
global, more dispersed and vastly more complex in recent decades. 
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How can we make energy
more sustainable?
It’s clear that the world will need more energy, not less, in the future.
Economic growth, social progress, population growth and human
well-being are all dependent on access to tomorrow’s energy. Experts
project that up to 40% of the power stations the world will need by
2020 have yet to be built. In response, BP is investing to offer real
alternatives for the generation of power with low-carbon emissions. 
In 2005, we announced our plans to invest $8 billion over 10 years 
in a new business called BP Alternative Energy, which aims to extend
significantly our capabilities in solar, wind power, hydrogen power 
and gas-fired power generation. Our intention is to build a long-term,
material business from cleaner energy – the first energy business
dedicated to the development and wholesale marketing and trading 
of low-carbon power from different technologies at this scale.
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BP ALTERNATIVE ENERGY

SOLAR POWER

BP has built its solar manufacturing and marketing 
capabilities into a profitable business in a sector that has 
been growing at 30% a year. We manufacture around 
100MW of solar panels worldwide and are in the process 
of doubling that capacity. We plan to triple sales to 300MW 
by 2008.

HYDROGEN POWER

In the UK and US, we are planning to create the world’s first
commercial hydrogen power and carbon storage projects. Fossil
fuels such as coal, oil or gas are converted into hydrogen and
carbon dioxide (CO2). The hydrogen is used to generate electricity,
while the CO2 is captured and stored in depleted reservoirs 
to help push out more oil. The emissions from generating that
power are 90% lower than those from burning the fossil fuel. 

WIND POWER

The wind power market is growing at 12% a year and global
wind power capacity is projected to quadruple by 2020.
Today, BP is a small operator, with two wind farms in the
Netherlands and another planned for the UK. However, 
we plan to grow our wind business to more than 450MW 
in 2008, becoming a top-tier wind power operator by 2015.

GAS-FIRED POWER

This technology is vital to low-carbon solutions for the power
sector. BP owns, operates or contracts for 12 gigawatts of gas-
fired power capacity, enough to power over 10 million homes.
Most of these produce electricity with combined cycle gas
turbines and co-generation plants, a more efficient and cleaner
alternative to coal. During the next three years, we plan to start
construction of two gas-fired co-generation power facilities.

“We are determined to add to the choice of 
available energies for a world concerned about 
the environment, and we believe we can do so 
in a way that will yield robust returns.” 
Lord Browne, 28 November 2005
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EXTENDING OUR REACH 

The world’s demand for cleaner-burning natural gas is taking
BP in new directions, both geographically and technologically.
At Tangguh, Indonesia, our LNG project began development 
in 2005 in one of the most remote locations in our portfolio.
The project, on track to deliver LNG to markets in China, 
South Korea and Mexico in 2008, incorporates innovations 
in energy efficiency and sophisticated drilling and well
technologies. A major project was approved in 2005 for
Wamsutter, Wyoming, the site of one of the largest but 
most challenging gas fields in the US. Its geological formation
requires simultaneous application of many technologies 
to produce and process gas. Together, these technologies 
not only make resource recovery more efficient but also 
limit our impact on this environmentally sensitive area.

BP BIODIESEL COMPONENT USAGE
IN GERMANY (thousand tonnes)

Projected

04 0605

191

122
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ENERGY’S NEW ROOTS

As the landscape of energy changes, so does the idea 
that only one type of fuel will be the answer for the future. 
At BP, we believe that biofuels will become a complementary
addition to conventional transport fuels. Today, biofuels are
produced from food crops but, in the future, crops grown
specifically for bioenergy are also likely to be important. 
BP has been working for years towards real-world, 
renewable sources of transport fuels. Today, for example, 
we are one of largest users of biodiesel components 
in the German market and one of the largest blenders 
of bioethanol into gasoline in the US. In India, we have
recently begun a biodiesel partnership to cultivate and
produce fuel from the indigenous jatropha plant.



A more diverse energy future is taking shape. It demands the kind 
of leadership that asks not just ‘How many places can we drill?’ 
but ‘How broadly can we think?’ For years, BP has understood 
that the effective choices we make today, both large and small,
expand the options we’ll have tomorrow. We moved early to invest 
in natural gas, which now represents 36% of our global production
and is the cleanest-burning fossil fuel available. Today, BP has 
a world-class gas business, with production underpinned by a
significant investment in pipelines, LNG facilities, LNG ships,
regasification facilities and marketing and trading capabilities. 
Beyond natural gas, our research into biofuels – those made from
crop-based ‘biomass’ materials – has convinced us of their capability
to complement fossil fuels in certain transportation markets and 
also their potential to help reduce greenhouse gas emissions. 
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How can we make
energy more diverse?
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How can we make energy
more reliable?
In an energy marketplace driven by demand, the refineries that we all depend
on to turn crude oil into fuels and chemicals have an increasing responsibility
to demonstrate their reliability – anticipating and meeting customer demand
safely, efficiently and with integrity. To offer reliable supply to customers even
in the most demanding conditions, BP has made a significant investment 
in its manufacturing and supply operations in recent years. We’re already
handling a wider range of crude oils than ever and growing our capability 
to meet new, more stringent, fuel specifications. We plan to invest several
billion dollars over the next five years to enhance our capability to create
distinctive BP products. By operating a flexible and geographically advantaged
manufacturing system, BP can consistently match sources of supply with
products that meet consumer demand. This level of integration allows us 
to optimize our own manufacturing capacity. Just as important, it helps 
us deliver the right products to the right place at the right time.



CONTINUED INVESTMENT FOR
THE FUTURE OF REFINING ($ billion)

Base/integrity

Upgrading

03 - 05
average

0.8

06 - 08
average

1.4

APPLYING BEST PRACTICES

As part of our approach to improve continuously, BP 
has been putting in a system to adopt the principles of 
a high-reliability organization within our refining operations.
Across the group, we have also been implementing a new
integrity management standard. Developed by a team of
operations, maintenance and engineering experts from 
across BP, our new standard combines and improves a
number of existing safety processes and technical practices.

SAFETY

On 23 March 2005, an explosion and fire at our Texas City
refinery in the US claimed the lives of 15 workers and 
injured many others. BP has set aside $700 million to
compensate victims and has reached settlements with 
many of the workers who were injured and most family
members of the workers who died. We have learned much
from the actions and failures identified in Texas City, and are
now applying that knowledge widely across BP’s operations.
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How can we make energy

morethan
words?
Beyond commenting on conditions in the energy marketplace or noting the
challenges of rising energy demand and a lower-carbon future, how should 
an integrated oil company lead? Putting ideas into action is the true test 
of a company’s character. At BP, we believe words must be matched by
actions. We were the first oil and gas company to acknowledge publicly that
precautionary action in addressing climate change was justified and set our
own targets for operational emissions. And we continue to act on our beliefs
by playing a part in the successful development of the countries in which 
we operate – not just extracting resources and paying taxes but investing 
in education, the environment and local enterprise and providing local access 
to energy. Well-chosen words of assurance in an uncertain marketplace may
be soothing. But at BP we’d prefer to be judged by the quality of our actions.



INVESTING LOCALLY

BP’s commitment to build local capability and develop sustainable enterprises
contributed to the successful in-country completion of the Cannonball
platform in Trinidad & Tobago in 2005. We managed our supply chain
specifically to develop local competencies and foreign suppliers, and formed
joint ventures with national companies to handle local fabrication, construction
and engineering. Beyond the significant investment in local resources made
by the Cannonball project, BP is contributing to the development of adult 
and childhood literacy programmes in Mayaro, a rural fishing area on the
country’s south-east coast. As well as being fundamental to the educational
and economic empowerment of individuals, these programmes also
represent an important investment in BP’s future workforce. 

ACCESS EQUALS PROGRESS 

Concerns about security of supply typically focus on the way developed
nations can continue to access and afford fossil fuels. But access to 
energy has implications for basic human rights, healthcare, education,
enterprise and agriculture worldwide. We believe BP can help. In India,
where only 31% of households have electricity and just 9% have gas 
for cooking, BP is in the early stages of developing a business model 
to market liquefied petroleum gas and a biomass burner, or ‘chulha’. 
This simple technology has the potential to reach under-served rural areas
and to provide access to cleaner energy for cooking at an affordable price. 
In South Africa, we have launched a package giving low-income households
a safe, affordable and more effective fuel for cooking. This bottled-gas-
and-cooker offer is now serving 3,000 households that currently rely 
on more polluting fuels such as paraffin, dried cow dung or coal.
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Financial performance 

BUSINESS ENVIRONMENT

The trading environment in 2005 was stronger than in 2004,
with higher oil and gas realizations and higher refining and
olefins margins but lower retail marketing margins. 

Crude oil prices reached record highs in 2005 in nominal
terms, driven by continued oil demand growth and low
surplus oil production capacity. The dated Brent price
averaged $54.48 per barrel, an increase of more than $16
per barrel above the $38.27 per barrel average seen in 
2004, and varied between $38.21 and $67.33 per barrel.
Hurricanes Katrina and Rita severely disrupted oil and gas
production in the Gulf of Mexico for an extended period, 
but supply availability was maintained.

We test exploration and production projects at $25 per
barrel but, in the light of oil market developments, we also 
test them over a range of prices to ensure we maintain a
portfolio of activities with strong returns. 

Natural gas prices in the US were also high during 
2005 in the face of rising oil prices and hurricane-induced
production losses. The Henry Hub First of the Month Index
averaged $8.65 per million British thermal units (mmBtu), 
up by around $2.50 per mmBtu compared with the 2004
average of $6.13 per mmBtu. High gas prices stimulated 
a fall in demand, especially in the industrial sector. UK gas
prices were up strongly in 2005, averaging 40.71 pence 
per therm at the National Balancing Point, compared with 
a 2004 average of 24.39 pence per therm.

Refining margins also reached record highs in 2005, with
the BP global indicator margin (GIM) averaging $8.60 per
barrel. This reflected further oil demand growth and the loss of
refining capacity as a result of the US hurricanes. The premium
for light products above fuel oils remained exceptionally high,
favouring upgraded refineries over less complex sites. 

Retail margins weakened in 2005 as rising product
prices and price volatility made their impact felt in a
competitive marketplace.

BRENT OIL PRICE ($/barrel)
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RESULTS

BP’s replacement cost profit for 2005 was $19,314 million,
compared with $15,432 million in 2004. Our profit including
inventory holding gains was $22,341 million compared 
with $17,075 million in 2004. 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. 

On 16 December 2005, we completed the sale of
Innovene to INEOS. The transaction included manufacturing
sites, markets and technologies. 

Our profit figures include a net charge for non-operating
items of $1,754 million in 2005, compared with $1,072 million
in 2004.

Non-operating items in 2005 included net fair value
losses on embedded derivatives of $2,047 million, a gain 
of more than $1 billion from the sale of our interest in the
Ormen Lange field in Norway and a charge of $700 million
for fatality and personal injury claims resulting from the
incident at our Texas City refinery on 23 March 2005. The
non-operating items related to Innovene primarily consist of
the loss of $591 million on remeasurement to fair value
resulting from its disposal.

Excluding the effects of the non-operating items, the
primary factors contributing to the increase in profit for 2005,
compared with 2004, were higher liquids and gas realizations,
higher refining margins and higher contributions from the gas
marketing and trading and natural gas liquids businesses.
These increases were partly offset by lower retail marketing
margins, higher costs (including those related to hurricanes,
the Thunder Horse incident and the Texas City outage),
planned restructuring actions and significant volatility
resulting under IFRS fair value accounting. Operating
incidents at our Texas City refinery and extreme weather
events impacted our results by an estimated $2 billion post-
tax compared with 2004. This includes foregone production
at prevailing prices and margins, as well as directly related
response and repair costs. It does not include the charge for
the Texas City fatality and personal injury claims nor the Gulf
of Mexico Shelf impairment charges related to hurricane
damage, which are included in the non-operating items above.

Return on average capital employed on a replacement
cost basis was 20%, compared with 16% in 2004; based 
on profit including inventory holding gains, it was 23% 
(2004 18%).

REPLACEMENT COST PROFIT ($ million)
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Finance costs were $616 million, compared with 
$440 million in 2004. The increase primarily reflects higher
interest costs, offset by higher capitalized interest. Other
finance expense was $145 million, compared with $340 million
in 2004, primarily reflecting lower net pension costs.

Corporate tax expense was $9,473 million (2004 
$7,082 million), representing an effective tax rate of 32% on
replacement cost profit before tax of continuing operations.

Capital expenditure and acquisitions amounted to 
$14,149 million. There were no significant acquisitions 
during the year. Capital expenditure and acquisitions were
$16,651 million in 2004, including $1,354 million for TNK’s
interest in Slavneft within TNK-BP and $1,355 million for the
acquisition of Solvay’s interests in BP Solvay Polyethylene
Europe and BP Solvay Polyethylene North America. 

Net cash provided by operating activities for 2005 was
$26,721 million, compared with $23,378 million in 2004. 
In addition to higher profits, the increase reflects higher
dividends from jointly controlled entities, partially offset 
by higher working capital requirements and higher income
tax payments. 

Net cash used in investing activities was $1,729 million,
compared with $11,331 million in 2004. This reflects capital
expenditure and acquisitions of $13,145 million (2004
$16,379 million), partially offset by disposal proceeds of
$11,200 million (2004 $4,961 million). The net cash proceeds
from the sale of Innovene were $8,304 million after selling
costs, closing adjustments and liabilities assumed by INEOS.
Proceeds from the sale will add to the free cash flow available
for distribution to shareholders. 

Net debt, that is, debt less cash and cash equivalents,
was $16,202 million at 31 December 2005, compared with
$21,732 million at 31 December 2004. 
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The ratio of net debt to net debt plus equity was 17% 
at 31 December 2005, compared with 22% at 31 December
2004. 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 17% at the end 
of 2005 reflects stronger cash flows both from underlying
operations and the sale of Innovene. We continue to believe
that a 20-30% gearing band provides an efficient capital
structure and the appropriate level of financial flexibility. 
Our aim is to return gearing to the lower half of the band.

In addition to reported debt, BP uses conventional 
off-balance sheet sources of finance such as operating
leases and joint venture and associate borrowings.

DIVIDENDS AND SHARE REPURCHASES

The total dividend paid in 2005 was $7,359 million,
compared with $6,041 million for 2004. The dividend paid
per share was 34.85 cents, an increase of 26% compared
with 2004. In sterling terms, the dividend was also 26%
higher. The increase is the result of our strong cash flow 
and improvements in underlying performance in line 
with strategy.

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.

During 2005, the company repurchased 1,060 million 
of its own shares at a cost of $11,597 million. Of these, 
77 million were cancelled and the remainder are held in
treasury. The repurchased shares had a nominal value of
$265 million and represented 4.9% of ordinary shares in
issue at the end of 2004. Since the inception of the share
repurchase programme in 2000, we have repurchased 
2,662 million shares at a cost of $25.2 billion. BP intends 
to continue its programme of share buybacks, subject to
market conditions and constraints and to renewed authority
at the April 2006 annual general meeting.

CAPITAL INVESTMENT ($ million)
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NET CASH PROVIDED BY OPERATING ACTIVITIES ($ million)
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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.

Results ($ million)
05

04

25,491

18,077

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
American gas and the North Sea. 
We exercise rigorous quality through
choice across our portfolio, investing 
in only the best opportunities.

Business performance

EXPLORATION AND PRODUCTION

Strategy
•••••• Continue to focus on advantaged

refining locations, where we can earn
distinctive returns.

•••••• Operate in retail markets where supply
advantage and distinctive offer can
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 business-to-business sector.

Results ($ million)
05

04

4,405

5,240

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, and we
focus on increasing brand and product
loyalty in Castrol lubricants. We continue
to build deep customer relationships 
and strategic partnerships in the
business-to-business sector. 

REFINING AND MARKETING

Strategy
•••••• Capture distinctive world-scale gas

market positions by accessing key
pieces of infrastructure.

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

•••••• Develop the world’s leading low-carbon
power generation and wholesale
marketing and trading businesses.

Results ($ million)
05

04

1,009

915

Focus
In line with growing demand for cleaner
fuels, BP seeks to participate on a large
scale in fast-growing markets for natural
gas, gas liquids and low-carbon power.
We have strong upstream gas assets
near the major markets, significant
interests in gas pipelines and a series 
of integrated liquefied natural gas (LNG)
positions in the Pacific and Atlantic
basins. We are expanding our LNG
business by accessing import terminals
in Asia Pacific, North America and
Europe. We are extending our strength in
US natural gas liquids (NGLs) processing
and marketing on a global basis.

GAS, POWER AND RENEWABLES



LNG resources
Major trade flow

Major LNG markets

LNG POSITIONS AND MARKETS

BP exploration and production locations

BUILDING PRODUCTION AND RETURNS
THROUGH FOCUS AND CHOICE

Replacement cost profit before interest and tax for the segment was $4,405 million,
compared with $5,240 million in 2004. This was affected by the Texas City refinery
outage, adverse impacts related to fair value accounting and costs associated with
rationalization and efficiency programmes.

Refining volumes were lower in 2005, owing to the impact of disposals and reduced
availability. Refinery throughputs for 2005 were 2,399 thousand barrels a day (mb/d),
compared with 2,607mb/d in 2004. 

Retail marketing margins were lower than in 2004, reflecting sustained pressure
from rising crude and product prices. Marketing sales were 3,942mb/d in 2005,
compared with 4,002mb/d the previous year. Shop sales maintained a similar level 
to the previous year, despite the impact of higher fuel prices. 

In 2005, the lubricants business was affected by significantly higher costs of
base oil, additives, packaging and logistics. Market volumes were weaker than in
2004 in some developed markets. Volumes continued to grow strongly in some
emerging markets.

BP enjoys strong market shares and leading technologies in the high-growth
aromatics and acetyls business. In Asia, we continue to develop a strong position. 

The segment’s replacement cost profit before interest and tax was $1,009 million,
compared with $915 million in 2004. The result includes a net charge for non-
operating items of $20 million (2004 $56 million gain), which primarily comprises fair value
losses on embedded derivatives of $346 million and compensation of $265 million
received on cancellation of an intra-group gas supply contract. The operating business
result has increased by 20% over 2004, with higher margins from gas marketing 
and trading and NGLs businesses. The volumes of gas supplied into liquefaction 
plants rose by 1%. Our solar and power businesses continued to grow profitably.

During 2005, in liquefied natural gas (LNG), we began to supply cargoes to the 
UK and South Korea and made good progress in the construction of China’s first 
LNG import facility in Guangdong. In NGLs, our capacity utilization was well above
plan, despite disruptions to supply following the Gulf of Mexico hurricanes, and 
full operations began at our joint venture plant in Egypt. We launched BP Alternative
Energy, a business dedicated to the development and wholesale marketing and
trading of low-carbon power, including solar, wind, hydrogen and high-efficiency 
gas-fired power generation. We also announced plans for the development in 
Scotland of the world’s first large project to generate electricity from hydrogen.

Refineries
Aromatics and acetyls

MANUFACTURING COVERAGE

BP Annual Review 2005 29

The segment’s replacement cost profit before interest and tax of $25,491 million 
was a record, representing an increase of 41% over 2004. The increase reflected
higher realizations, partially offset by costs associated with the severe hurricanes 
and the Thunder Horse stability incident and higher operating and revenue investment
costs. The result included a net charge for non-operating items of $998 million,
primarily related to fair value losses on embedded derivatives, net gains on sales 
of assets, mainly from the sale of Ormen Lange, and net impairment charges. 

Capital expenditure was $10.1 billion in 2005 and is expected to be around 
$11 billion in 2006. Production was 4,014 thousand barrels of oil equivalent a day 
in 2005. Increases in production in our new profit centres and TNK-BP were offset 
by the effects of severe weather disruptions, higher planned maintenance shutdowns,
anticipated decline and operational issues in our existing profit centres. 

On the basis of UK generally accepted accounting practice (SORP), our proved
reserves replacement ratio (RRR) was 100% on a combined basis of subsidiaries 
and equity-accounted entities. This was the 13th consecutive year in which we
replaced 100% or more of our production.
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Environmental and social performance

RESPONSIBLE OPERATIONS

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 2005,
17% of our top 606 leaders were female and 20% came 
from countries other than the UK and US.

We had 96,200 employees at 31 December 2005,
compared with 102,900 at the end of 2004.

During 2005, we launched a code of conduct designed to
ensure all employees comply with legal requirements and our
own standards. We also enhanced our employee concerns
programme, OpenTalk, to enable employees to seek guidance
on the code. We believe these steps have resulted in the
number of cases raised through OpenTalk increasing from
343 in 2004 to 634 in 2005. After the code launch on 15 June
2005, there were 490 cases to the end of the year, compared
with 224 in the same period of 2004. Our processes are
designed to choose suppliers 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.

In total, there were 27 workforce fatalities in the course of
BP operations during 2005. We deeply regret the loss of these
lives. This was the worst year for BP’s safety record since
1999, when there were 30 workforce fatalities. Fifteen of the
deaths in 2005, as well as many injuries, resulted from an
explosion and fire at the Texas City refinery in the US. During
2005, there were 305 reported days away from work injury
cases, of which 120 resulted from the Texas City incident.
This compares with 230 cases in 2004 and 461 in 1999.

Following the Texas City incident, BP has set aside
$700 million in compensation and reached settlements with
many of the injured and bereaved. BP has also paid a fine of
$21.3 million to the US Occupational Safety and Health
Administration. Following a fundamental review of our
systems, processes and organization, we have drawn up plans
for measures in three areas: plant, people and processes.

One measure of our long-term track record on integrity
management is our performance on reducing oil spills, most
of which occur on land. During 2005, the total number of
spills of 1 barrel or above from all our operations was 541,
compared with 578 in 2004 and 1,098 in 1999.

Our international shipping fleet grew from 42 ships 
in 2004 to 52 by the end of 2005, all of which are double-
hulled. We also have 16 regional and specialist vessels 
and 81 vessels on time charter, of which 66 are double-
hulled and three double-bottomed. All are enrolled in BP’s
assurance programme, which requires compliance with 
our safety standards.

LONG-TERM SAFETY PERFORMANCE (DAFWCF)a 1988-2005

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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WHAT RESPONSIBILITY MEANS FOR BP

RESPONSIBLE OPERATIONS

BP AND CLIMATE CHANGE

BP AND DEVELOPMENT

RESPONSIBLE OPERATIONS  Operating responsibly is 
about improving performance in what we control, from
safety through impact assessments to procurement. 
At its most fundamental level, it is about obeying the 
law. This can be difficult enough, especially in jurisdictions
where laws either do not exist or are inconsistently
applied. However, a company with aspirations to succeed
in the long term must have universal standards of
individual and collective behaviour that are applied 
in every activity everywhere around the world. 

BP AND CLIMATE CHANGE  Our most obvious example 
of going beyond our operational boundaries and showing
industry leadership has been on the issue of climate
change. While we remain focused on reducing our 
own energy use and subsequent emissions, we have
taken an active role in the global debate and resulting
actions on climate change.

BP AND DEVELOPMENT  The oil and gas industry has a major
social and economic impact in all countries, but especially
where it is a dominant part of smaller economies. Our main
contribution comes in the form of job creation, capability
development and purchasing from the local economy and
through payment of taxes and other revenues. However,
we also have a wider role, promoting sound governance
and contributing to host communities through education
programmes, enterprise development and access to energy.



During 2005, we continued working to reduce the
environmental impact of our operations, primarily by reducing
our emissions of greenhouses gases (GHGs) and by
implementing processes to drive continuous improvements
in a wide range of other environmental issues.

Since 2001, we have been aiming through operational
efficiency projects to offset half of the underlying GHG
emission increases that result from our growing business.
After four years, we estimate that emissions growth of
some 10 million tonnes has been offset by around 5 million
tonnes of sustainable reductions.

Our 2005 operational emissions of 78.0 million tonnes
(Mte) of carbon dioxide (CO2) on a direct equity basis were
some 3.7Mte lower than 2004 (81.7Mte). The growth of 
our business generated an extra 2.9Mte of emissions, 
but this was offset by several factors. Newly implemented
efficiency projects provided 0.9Mte of reductions that
should be sustained in future years. Plant shutdowns
resulting from hurricanes and other operational factors
caused a substantial but transitory reduction of around
3.5Mte. Disposals, acquisitions and methodology changes
reduced emissions by some 2.2Mte. 

We constantly try to limit the environmental impact 
of our operations by using natural resources responsibly 
and reducing waste and emissions. In 2004, we achieved
our goal of 100% of our major sites being certified to 
the ISO 14001 standard on environmental management, 
but our Texas City refinery had its ISO certification
suspended in 2005. The refinery intends to recertify after
completing planned work to strengthen its health, safety,
security and environment management systems.

BP AND CLIMATE CHANGE

BP has contributed significantly to the evolving debate 
on climate change. We support a precautionary stance 
and accept this is a long-term issue. Companies such as 
BP have an important role to play in contributing to energy
policy and education, in enabling market mechanisms 
such as emissions trading to operate and in developing
innovative technological solutions.

DIRECT GHG EMISSIONS (million tonnes CO2 equivalent)a
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aData is reported on an equity share basis. 
  TNK-BP emissions are not included.
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We continue to create and market a range of cleaner
fuels and products for the transport sector. In 2005, we
continued the roll-out of BP Ultimate in five new markets.
This fuel delivers reductions in emissions such as carbon
monoxide and nitrogen oxide compared with standard fuels.

BP AND DEVELOPMENT

We seek to make a positive contribution to social and
economic development wherever we operate. During 
2005, we continued to support the Extractive Industries
Transparency Initiative.

We also make direct contributions through community
programmes. Our total contribution in 2005 was
$95.5 million. The growing focus of our community
investment is on education, the development of local
enterprise and providing access to energy in remote
locations. In 2005, this totalled $79.7 million. We plan to
spend about $500 million in each five-year cycle focusing 
on these areas.

In 2005, we spent $50.2 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.

We also invested $9.6 million in support of enterprise
development, encouraging the creation and growth of 
new businesses in countries such as Azerbaijan, Trinidad 
& Tobago, Georgia, Colombia and Vietnam.

A more comprehensive overview of our non-financial
performance appears in BP Sustainability Report 2005.

••• Our international shipping fleet grew from 
42 ships in 2004 to 52 by the end of 2005, 
all of which are double-hulled.

••• Since 2001, we have offset some 5Mte 
of our underlying GHG emission increases.

••• We plan to spend about $500 million in 
each five-year cycle focusing on education, 
local enterprise and access to energy.

BP’S CONTRIBUTION TO COMMUNITIES BY REGION 2005 (%)      

UK Rest of Europe US Rest of World

24.7

4.8

37.7

32.8
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Group income statement

For the year ended 31 December $ million 

Note 2005 2004 2003

Sales and other operating revenues 249,465 199,876 169,441 
Earnings from jointly controlled entities – after interest and tax 3,083 1,818 826 
Earnings from associates – after interest and tax 460 462 388 
Interest and other revenues 613 615 746 
Total revenues 253,621 202,771 171,401 
Gains on sale of businesses and fixed assets 1,538 1,685 1,895 
Total revenues and other income 255,159 204,456 173,296 
Purchases 172,699 135,907 115,978 
Production and manufacturing expenses 21,092 17,330 14,130 
Production and similar taxes 3,010 2,149 1,723 
Depreciation, depletion and amortization 8,771 8,529 8,076 
Impairment and losses on sale of businesses and fixed assets 468 1,390 1,801 
Exploration expense 684 637 542 
Distribution and administration expenses 13,706 12,768 12,270 
Fair value (gain) loss on embedded derivatives 2,047 – – 
Profit before interest and taxation from continuing operations 3 32,682 25,746 18,776 
Finance costs 616 440 513 
Other finance expense 145 340 532 
Profit before taxation from continuing operations 31,921 24,966 17,731 
Taxation 9,473 7,082 5,050 
Profit from continuing operations 22,448 17,884 12,681 
Profit (loss) from Innovene operations 184 (622) (63)
Profit for the year 22,632 17,262 12,618 
Attributable to

BP shareholders 22,341 17,075 12,448 
Minority interest 291 187 170 

22,632 17,262 12,618 
Earnings per share – cents
Profit for the year attributable to BP shareholders

Basic 105.74 78.24 56.14 
Diluted 104.52 76.87 55.61 

Profit from continuing operations attributable to BP shareholders
Basic 104.87 81.09 56.42 
Diluted 103.66 79.66 55.89 

Group statement of recognized income and expense

For the year ended 31 December $ million 

2005 2004 2003

Currency translation differences (2,502) 2,283 3,656 
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 975 107 76 
Available-for-sale investments 262 – – 
Cash flow hedges (176) – – 
Unrealized gain on acquisition of further investment in equity-accounted investments – 94 – 
Taxation (259) (73) (48)
Net income recognized directly in equity (2,015) 2,333 3,684 
Profit for the year 22,632 17,262 12,618 
Total recognized income and expense relating to the year 20,617 19,595 16,302 
Change in accounting policy – adoption of IAS 32 and IAS 39 on 1 January 2005 (243)
Total recognized income and expense since last annual accounts 20,374
Attributable to

BP shareholders 20,083 19,408 16,132 
Minority interest 291 187 170 

20,374 19,595 16,302 

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 6 February 2006 and signed on its behalf by:

Peter Sutherland, Chairman
The Lord Browne of Madingley, Group Chief Executive



Group balance sheet

At 31 December $ million 

2005 2004 2003

Non-current assets
Property, plant and equipment 85,947 93,092 88,607 
Goodwill 10,371 10,857 10,592 
Intangible assets 4,772 4,205 4,471 
Investments in jointly controlled entities 13,556 14,556 12,909 
Investments in associates 6,217 5,486 4,868 
Other investments 967 394 1,452 
Fixed assets 121,830 128,590 122,899 
Loans 821 811 852 
Other receivables 770 429 495 
Derivative financial instruments 3,652 898 534 
Prepayments and accrued income 1,269 354 957 
Defined benefit pension plan surplus 3,282 2,105 1,680 

131,624 133,187 127,417 
Current assets

Loans 132 193 182 
Inventories 19,760 15,645 11,597 
Trade and other receivables 40,902 37,099 27,881 
Derivative financial instruments 9,726 5,317 1,891
Prepayments and accrued income 1,598 1,671 1,375 
Current tax receivable 212 159 92 
Cash and cash equivalents 2,960 1,359 2,056 

75,290 61,443 45,074 
Total assets 206,914 194,630 172,491
Current liabilities

Trade and other payables 42,136 38,540 29,740 
Derivative financial instruments 9,083 5,074 4,145 
Accruals and deferred income 5,970 4,482 2,266 
Finance debt 8,932 10,184 9,456 
Current tax payable 4,274 4,131 3,441 
Provisions 1,102 715 735 

71,497 63,126 49,783 
Non-current liabilities

Other payables 1,935 3,581 4,630 
Derivative financial instruments 3,696 158 344 
Accruals and deferred income 3,164 699 864 
Finance debt 10,230 12,907 12,869 
Deferred tax liabilities 16,443 16,701 16,051 
Provisions 9,954 8,884 7,864 
Defined benefit pension plan and other post-retirement benefit plan deficits 9,230 10,339 9,822 

54,652 53,269 52,444
Total liabilities 126,149 116,395 102,227 
Net assets 80,765 78,235 70,264 

Equity
Share capital 5,185 5,403 5,552 
Reserves 74,791 71,489 63,587 

BP shareholders’ equity 79,976 76,892 69,139 
Minority interest 789 1,343 1,125 
Total equity 80,765 78,235 70,264 
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Group cash flow statement

For the year ended 31 December $ million 

2005 2004 2003

Net cash provided by operating activities of continuing operations 25,751 24,047 15,955 
Net cash provided by (used in) operating activities of Innovene operations 970 (669) 348 
Net cash provided by operating activities 26,721 23,378 16,303 
Net cash used in investing activities (1,729) (11,331) (9,281)
Net cash used in financing activities (23,303) (12,835) (6,803)
Currency translation differences relating to cash and cash equivalents (88) 91 121 
Increase (decrease) in cash and cash equivalents 1,601 (697) 340 
Cash and cash equivalents at beginning of year 1,359 2,056 1,716 
Cash and cash equivalents at end of year 2,960 1,359 2,056 

Reconciliation of profit before taxation to net cash provided by operating activities of continuing operations
Profit before taxation from continuing operations 31,921 24,966 17,731 

Depreciation and other similar non-cash charges 8,006 8,508 8,279 
Earnings from equity-accounted entities, less dividends received (710) (81) (666)
Net charge for interest and other finance expense, less net interest paid (444) 129 12
Share-based payments 278 224 208 
Net operating charge for pensions and other post-retirement benefits, less contributions (435) (84) (2,913)
Net charge for provisions, less payments 600 (110) 171
Movements in working capital (4,437) (3,117) (2,063)
Income taxes paid (9,028) (6,388) (4,804)

Net cash provided by operating activities of continuing operations 25,751 24,047 15,955

Notes

1 Presentation of the financial statements
These summarized financial statements represent an abridged version of the financial statements in BP Annual Report and Accounts 2005, which
are prepared on the basis of International Financial Reporting Standards (IFRS) as adopted by the European Union (EU).

2 First-time adoption of International Financial Reporting Standards
The general principle that should be applied on first-time adoption of IFRS is that standards in force at the first reporting date (for BP, 31 December
2005) should be applied retrospectively. However, IFRS 1 ‘First-time Adoption of International Financial Reporting Standards’ (IFRS 1) contains a
number of exemptions that companies are permitted to apply. BP has taken the following exemptions: 
••• Comparative information on financial instruments is prepared in accordance with UK GAAP and the group has adopted IAS 32 ‘Financial

Instruments: Disclosure and Presentation’ (IAS 32) and IAS 39 ‘Financial Instruments: Recognition and Measurement’ (IAS 39) from 
1 January 2005. 

••• IFRS 3 ‘Business Combinations’ has not been applied to acquisitions of subsidiaries or of interests in jointly controlled entities and associates
that occurred before 1 January 2003. 

••• Cumulative currency translation differences for all foreign operations are deemed to be zero at 1 January 2003. 
••• The group has recognized all cumulative actuarial gains and losses on pensions and other post-retirement benefits as at 1 January 2003 directly in equity. 
••• IFRS 2 ‘Share-based Payment’ has been applied retrospectively to all share-based payments that had not vested before 1 January 2003. 

As indicated above, BP adopted IAS 32 and IAS 39 with effect from 1 January 2005 and, as permitted under IFRS 1, the group has not restated
comparative information. Had IAS 32 and IAS 39 been applied from 1 January 2003, the following adjustments would have been necessary in the
financial statements for the years ended 31 December 2004 and 2003:
••• All derivatives, including embedded derivatives, would have been brought on to the balance sheet at fair value.
••• Available-for-sale investments would have been carried at fair value rather than at cost.

The principal differences for the group between reporting on the basis of UK GAAP and IFRS are as follows:
••• Ceasing to amortize goodwill. 
••• Expensing a greater proportion of major maintenance costs. 
••• Recognizing an expense for the fair value of employee share option schemes. 
••• Recording asset swaps on the basis of fair value. 
••• Setting up deferred taxation on: acquisitions; inventory valuation differences; unremitted earnings of subsidiaries, jointly controlled entities

and associates. 
••• No longer recognizing dividends proposed but not declared as a liability at the balance sheet date. 
••• Recognizing changes in the fair value of embedded derivatives in the income statement.

Further information regarding the impact of adopting IFRS is shown in Note 50, First-time adoption of International Financial Reporting Standards,
in BP Annual Report and Accounts 2005. Reconciliations of UK GAAP to IFRS for the 2003 and 2004 profit for the year and BP shareholders’ equity
at 31 December 2003 and 31 December 2004 are shown below.



2 First-time adoption of International Financial Reporting Standards continued $ million 

Profit for the year BP shareholders’ equity

2004 2003 2004 2003

As reported under UK GAAP 15,961 10,652 76,656 70,595 
Adjustments to conform with IFRS

Goodwill amortization 1,489 1,376 2,985 1,421 
Major maintenance expenditure (217) (120) (794) (545)
Share-based payments (24) (39) 353 235 
Asset swaps 39 2 (190) (140)
Recycling foreign exchange on disposal 78 – – – 
Deferred tax (74) 708 (3,986) (3,844)
Dividend accrual – – 1,821 1,494 
Other 10 39 47 (77)

As restated under IFRS 17,262 12,618 76,892 69,139 

3 Analysis of profit before interest and tax $ million $ million 

2005 2004 2003 2005 2004 2003

By business By geographical area
Exploration and Production 25,508 18,087 15,084 UK 1,167 2,875 3,348
Refining and Marketing 6,942 6,544 3,235 Rest of Europe 5,206 3,121 1,819
Gas, Power and Renewables 1,104 954 578 USA 13,139 9,725 7,008
Other businesses and corporate (1,191) 164 (253) Rest of World 13,170 10,025 6,601

32,363 25,749 18,644 32,682 25,746 18,776 
Consolidation adjustments 319 (3) 132 
Continuing operations 32,682 25,746 18,776 

4 Dividends pence per share cents per share $ million 

2005 2004 2003 2005 2004 2003 2005 2004 2003

Dividends announced and paid
Preference shares 2 2 2 
Ordinary shares

March 4.522 3.674 3.815 8.50 6.75 6.25 1,823 1,492 1,397 
June 4.450 3.807 3.947 8.50 6.75 6.25 1,808 1,477 1,385 
September 5.119 3.860 4.039 8.925 7.10 6.50 1,871 1,536 1,433 
December 5.061 3.910 3.857 8.925 7.10 6.50 1,855 1,534 1,437 

19.152 15.251 15.658 34.85 27.70 25.50 7,359 6,041 5,654 
Dividend announced per ordinary

share, payable in March 2006 5.288 – – 9.375 – – 1,923 – –

The group does not account for dividends until they have been paid. The accounts for the year ended 31 December 2005 do not reflect the
dividend to be announced on 7 February 2006 and payable in March 2006; this will be treated as an appropriation of profit in the year ended
31 December 2006.

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 $ million 

2005 2004 2003 2005 2004 2003

By business By geographical area
Exploration and Production 10,237 11,008 15,192 UK 1,598 1,742 1,529 
Refining and Marketing 2,772 2,819 3,019 Rest of Europe 980 1,897 1,246 
Gas, Power and Renewables 235 524 439 USA 5,469 6,005 5,967 
Other businesses and corporate 905 2,300 973 Rest of World 6,102 7,007 10,881 

14,149 16,651 19,623 14,149 16,651 19,623 

Of which Innovene operations were $497 million (2004 $1,915 million and 2003 $486 million).
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Notes continued

Independent auditors’ statement

7 Directors’ remuneration $ million 

2005 2004 2003

Total for all directors
Emoluments 18 19 17 
Ex-gratia payments to executive directors retiring in the year – – 1 
Gains made on the exercise of share options – 3 1 
Amounts awarded under incentive schemes 8 6 4 

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 2005.

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

TO THE MEMBERS OF BP p.l.c.

We have examined the group’s summary financial statement for the year ended 31 December 2005. 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 2005 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 2005 with the full annual accounts, Directors’ Report and
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 2005 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 full annual accounts, Directors’ Report and Directors’ Remuneration Report
of BP p.l.c. for the year ended 31 December 2005 and complies with the applicable requirements of section 251 of the Companies Act 1985 and
the regulations made thereunder.

Ernst & Young
Registered Auditor
London
6 February 2006

The auditors have issued an unqualified audit report on the annual accounts containing no statement under section 237 (2) or section 237 (3) of
the Companies Act 1985.



United States accounting principles

The following is a summary of adjustments to profit for the year and to BP shareholders’ equity that would be required if generally accepted
accounting principles in the United States (US GAAP) had been applied instead of International Financial Reporting Standards.

PROFIT FOR THE YEAR UNDER US GAAP $ million 

2005 2004 2003

Profit for the year as reported 22,341 17,075 12,448 
Adjustments

Deferred taxation/business combinations (496) (517) (588)
Provisions 9 (80) 49 
Oil and natural gas reserve differences 11 30 – 
Goodwill and intangible assets – (61) – 
Derivative financial instruments 87 (337) (27)
Inventory valuation (232) 162 39 
Gain arising on asset exchange (12) (107) (19)
Pensions and other post-retirement benefits (486) (47) (215)
Impairments (378) 677 – 
Equity-accounted investments (255) 147 (47)
Major maintenance expenditure – 217 120
Share-based payments 6 24 39
Other 156 (93) 90

Profit for the year before cumulative effect of accounting changes as adjusted to accord with US GAAP 20,751 17,090 11,889
Cumulative effect of accounting changes

Major maintenance expenditure (794) – –
Provisions – – 1,002 
Derivative financial instruments – – 50 

Profit for the year as adjusted to accord with US GAAP 19,957 17,090 12,941
Dividend requirements on preference shares 2 2 2 
Profit for the year applicable to ordinary shares as adjusted to accord with US GAAP 19,955 17,088 12,939
Per ordinary share – cents

Basic – before cumulative effect of accounting changes 98.22 78.31 53.62
Cumulative effect of accounting changes (3.76) – 4.74 

94.46 78.31 58.36
Diluted – before cumulative effect of accounting changes 97.09 76.88 53.10
Cumulative effect of accounting changes (3.71) – 4.69 

93.38 76.88 57.79
Per American depositary share – centsa

Basic – before cumulative effect of accounting changes 589.32 469.86 321.72
Cumulative effect of accounting changes (22.56) – 28.44 

566.76 469.86 350.16
Diluted – before cumulative effect of accounting changes 582.54 461.28 318.60
Cumulative effect of accounting changes (22.26) – 28.14 

560.28 461.28 346.74

BP SHAREHOLDERS’ EQUITY UNDER US GAAP $ million 

2005 2004 2003

BP shareholders’ equity as reported 79,976 76,892 69,139 
Adjustments

Deferred taxation/business combinations 2,025 2,563 3,009 
Provisions (112) (77) (128)
Oil and natural gas reserve differences 41 30 – 
Goodwill and intangible assets 171 224 248 
Derivative financial instruments 225 (315) 26 
Inventory valuation (167) 65 (98)
Gain arising on asset exchange 239 251 269 
Pensions and other post-retirement benefits 3,146 4,089 5,246 
Impairments 327 677 – 
Equity-accounted investments (43) 212 65 
Investments – 227 1,251 
Major maintenance expenditure – 794 545
Share-based payments (334) (353) (235)
Other (32) (187) (170)

BP shareholders’ equity as adjusted to accord with US GAAP 85,462 85,092 79,167

a One American depositary share (ADS) is equivalent to six 25 cent ordinary shares.
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EXECUTIVE DIRECTORS

1 The Lord Browne of Madingley, FREng,
Group Chief Executive
Lord Browne (57) 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 is a non-executive
director of Intel Corporation and Goldman
Sachs Group Inc. He was knighted in 1998
and made a life peer in 2001.

2 Dr D C Allen, Group Chief of Staff
David Allen (51) 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 an 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 Ltd.

3 I C Conn, Group Executive Officer,
Strategic Resources
Iain Conn (43) joined BP in 1986. Following 
a variety of roles in oil trading, commercial
refining, marketing, 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 executive officer with a range
of regional and functional responsibilities and
an executive director in July 2004. He was
appointed to the board of Rolls-Royce Group
plc in January 2005. He is chairman of BP
Pension Trustees Ltd.

4 Dr B E Grote, Chief Financial Officer
Byron Grote (57) 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. 

5 Dr A B Hayward, Chief Executive,
Exploration and Production
Tony Hayward (48) joined BP in 1982. 
He became a director of exploration and
production in 1997, the segment in which 
he had previously held a series of roles. 
In 2000, he was made group treasurer 
and an executive vice president in 2002. 
He was appointed chief operating officer 
for exploration and production in 2002 and 
an executive director of BP in 2003. He is 
a non-executive director of Corus Group.

6 J A Manzoni, Chief Executive,
Refining and Marketing
John Manzoni (46) 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 BP’s gas and power segment.
He was appointed chief executive of the
refining and marketing segment in 2002 
and an executive director of BP in 2003. He 
is a non-executive director of SABMiller plc.

NON-EXECUTIVE DIRECTORS

7 P D Sutherland, KCMG, Chairman
Peter Sutherland (59) 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 The Royal
Bank of Scotland Group.
Chairman of the chairman’s and nomination
committees

8 Sir Ian Prosser, Deputy Chairman
Sir Ian (62) joined BP’s board in 1997 
and was appointed non-executive deputy 
chairman in 1999. He retired as chairman of
Intercontinental Hotels Group PLC, previously
Bass PLC, in 2003. He was a non-executive
director of The Boots Company from 1984 
to 1996, of Lloyds Bank PLC from 1988 to
1995 and of Lloyds TSB Group PLC from 
1995 to 1999. In 2000, he was appointed 
a non-executive director of GlaxoSmithKline
and in 2004 he was appointed a non-executive
director of Sara Lee Corporation.
Member of the chairman’s, nomination and
remuneration committees and chairman of
the audit committee

9 J H Bryan
John Bryan (69) 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 chairman of Sara Lee
Corporation in 2001. He is chairman of
Millennium Park Inc. in Chicago.
Member of the chairman’s, remuneration 
and audit committees

10 A Burgmans
Antony Burgmans (59) 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 non-executive
chairman of Unilever NV and Unilever PLC in
2005. He is also a member of the supervisory
board of ABN AMRO Bank NV.
Member of the chairman’s and ethics and
environment assurance committees
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11 E B Davis, Jr
Erroll B Davis, Jr (61) 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 July 2005. He continued
as chairman of Alliant Energy until 1 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

12 D J Flint
Douglas Flint (50) joined BP’s board in January
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
advisory council of the International
Accounting Standards Board.
Member of the chairman’s and audit
committees

13 Dr D S Julius, CBE
DeAnne Julius (56) 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 a full-time member 
of the Monetary Policy Committee of the
Bank of England. She is chairman of the 
Royal Institute of International Affairs and a
non-executive director of Lloyds TSB Group
PLC, Serco and Roche Holdings SA.
Member of the chairman’s committee and
chairman of the remuneration committee

14 Sir Tom McKillop
Sir Tom McKillop (61) 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 
31 December 2005. He was a non-executive
director of Lloyds TSB Group PLC until 2004
and is deputy chairman of The Royal Bank 
of Scotland Group.
Member of the chairman’s and remuneration
committees

15 Dr W E Massey
Walter Massey (67) joined BP’s board in 1998,
having previously been a director of Amoco.
He is president of Morehouse College, a 
non-executive director of Motorola, Bank 
of America and McDonald’s Corporation 
and a member of President Bush’s Council 
of Advisors on Science and Technology.
Member of the chairman’s and nomination
committees and chairman of the ethics and
environment assurance committee

16 H M P Miles, OBE
Michael Miles (69) joined BP’s board in 1994.
In 1988, he became an executive director 
of John Swire & Sons Ltd. He was chairman 
of Swire Pacific between 1984 and 1988. 
He is chairman of Schroders plc, non-
executive chairman of Johnson Matthey Plc
and a director of BP Pension Trustees Ltd.
Member of the chairman’s, audit and ethics
and environment assurance committees

17 M H Wilson
Michael Wilson (68) joined BP’s board in 1998,
having previously been a director of Amoco.
He was a member of the Canadian Parliament
from 1979 to 1993 and held various ministerial
posts, including Finance, Industry, Science,
Technology and International Trade. He is
chairman of UBS Canada and a non-executive
director of Manulife Financial Corporation. 
He is an Officer of the Order of Canada.
Member of the chairman’s, audit and ethics
and environment assurance committees

CHANGES TO THE BOARD

Charles Knight and Sir Robin Nicholson retired
on 14 April 2005.

COMPANY SECRETARY

David Jackson (53) 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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Summary directors’ remuneration report

This is a summary of the directors’ remuneration report, which is 
set out on pages 164-173 of BP Annual Report and Accounts 2005.
A copy of the directors’ remuneration report has also been sent to 
all shareholders with the notice of the 2006 annual general meeting.

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 2006, 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.
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HISTORICAL TSR PERFORMANCE

This graph is included to meet a legislative requirement and shows
the growth in the value of a hypothetical £100 holding in BP p.l.c.
ordinary shares over five years relative to the FTSE 100 and to the
FTSE All World Oil & Gas Index. These are considered to be the most
relevant broad equity market indices for this purpose and the company
is a constituent of both indices.
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Information subject to audit

REMUNERATION OF NON-EXECUTIVE DIRECTORS £ thousand

Current directors 2005 2004

J H Bryan 110 100
A Burgmans 90 53
E B Davis, Jr 110 105
D J Flinta 90 n/a
Dr D S Julius 107 75
Sir Tom McKillop 90 38
Dr W E Massey 130 115
H M P Miles 90 75
Sir Ian Prosser 135 110
P D Sutherland 500 390
M H Wilson 105 95

Directors leaving the board in 2005
C F Knightb c 30 90
Sir Robin Nicholsonb d e 32 90

aAppointed on 1 January 2005.
bRetired at AGM on 14 April 2005.
cAlso received a superannuation gratuity of £79,000 following his retirement.
dAlso received £20,000 each year for serving as the board’s representative on
the BP technology advisory council.

eAlso received a superannuation gratuity of £84,000 following his retirement.

Summary of 2005 remuneration of executive directors
Annual remuneration Long-term remuneration

Share element of EDIP/LTPPs

2002-2004 plan 2003-2005 plan 2005-2007 plan

(vested in (to vest in (awarded in
Feb 2005) Feb 2006) Apr 2005)

Annual Non-cash benefits Potential
Salary performance bonus and other emoluments Total Actual Expected maximum

(thousand) (thousand) (thousand) (thousand) shares Valuea shares Valuec performance
2004 2005 2004 2005 2004 2005 2004 2005 vested (thousand) to vestb (thousand) sharesd

Lord Browne £1,382 £1,451 £2,280 £1,750 £82 £90 £3,744 £3,291 356,667 £1,958 474,384 £3,202 2,006,767
Dr D C Allen £410 £431 £615 £480 £11 £12 £1,036 £923 60,000 £329 147,783 £998 436,623
I C Conne £200 £421 £300 £450 £42 £43 £542 £914 51,750 £284 68,250 £461 415,832
Dr B E Grote $841 $923 $1,262 $1,100 $0 $0 $2,103 $2,023 136,960 $1,419 175,229 $2,077 501,782
Dr A B Hayward £410 £431 £615 £460 £36 £14 £1,061 £905 55,125 £303 147,783 £998 436,623
J A Manzoni £410 £431 £615 £440 £46 £47 £1,071 £918 60,000 £329 147,783 £998 436,623

Amounts shown are in the currency received by executive directors. Annual bonus is shown in the year it was earned. 

aBased on market price on date of award (£5.49 per share/$62.15 per ADS).
bGross 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 2009, when they are released to the individual.

cBased on closing price of BP shares on 1 February 2006 (£6.75 per share/$71.12 per ADS).
dMaximum potential shares that could vest at the end of the three-year period depending on performance.
e2004 remuneration reflects that received by Mr Conn from his appointment as executive director on 1 July 2004. 



Annual general meeting and information for shareholders

ANNUAL GENERAL MEETING

The 2006 annual general meeting will be held on Thursday 20 April
2006 at 11.30 a.m. at ExCel London, One Western Gateway, Royal
Victoria Dock, London E16 1XL. A separate notice, ‘Engaging with us’,
convening the meeting, is sent to shareholders with this Review,
together with an explanation of the items of special business to be
considered at the meeting.

All resolutions of which notice has been given will be decided on 
a poll.

Ernst & Young LLP have expressed their willingness to continue
in office as auditors and a resolution for their reappointment is
included in the notice of the annual general meeting.

Further information
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 the Directors’ Report and Annual Accounts in
place of summary financial statements for all future financial years,
please write to the Registrar.

To elect to receive your company documents (such as the Annual
Report and Accounts and Notice of Meeting) electronically, please
register at www.bp.com/edelivery.

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 American depositary
shares (ADSs) receive their dividends in US dollars. One ADS
represents six ordinary shares.

Further information about dividends paid in 2005, forthcoming
payment dates and taxation details can be found at www.bp.com.

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

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

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

1 CD/audio cassette for visually 
impaired shareholders
Highlights from BP Annual Review 2005
are available on CD and audio cassette. 

2 www.bp.com/annualreport  
BP Annual Report and Accounts 2005 
gives details of our financial and operating
performance.

3 www.bp.com/sustainabilityreport  
BP Sustainability Report 2005 explains 
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. 
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