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I (nformation about this report

This document constitutes the Annual Report and Accounts of BP p.l.c.
for the year ended 31 December 2006 in accordance with UK
requirements and is dated 23 February 2007. This document also contains
information set out within the company’s Annual Report on Form 20-F
in accordance with the requirements of the US Securities and Exchange
Commission (SEC). Such information will be supplemented and may
be updated at the time of filing that document with the SEC, or later
amended, if necessary.

The financial information for 2005 and 2004 has been restated to reflect
the following, all with effect from 1 January 2006: (a) the transfer of three
equity-accounted entities from Other businesses and corporate to

Reconciliation of profit for

Refining and Marketing following the sale of Innovene; (b) the transfer
of certain mid-stream assets and activities from Refining and Marketing
and Exploration and Production to Gas, Power and Renewables; (c) the
transfer of Hydrogen for Transport activities from Gas, Power and
Renewables to Refining and Marketing; and (d) a change to the basis
of accounting for certain over-the-counter forward sale and purchase
contracts for oil, natural gas, natural gas liquids and power. (See Financial
statements — Note 2 on page 109 for further details.)

On pages 4-9, references within BP Annual Report and Accounts 2006
to "profits’, ‘results’ and ‘return on average capital employed’ are to those
measures on a replacement cost basis unless otherwise indicated.

year to replacement cost profit

$ million
2006 2005 2004
Profit before interest and tax from continuing operations 35,158 32,682 25,746
Finance costs and other finance expense (516) (761) (780)
Taxation (12,331) (9,473) (7,082)
Minority interest (286) (291) (187)
Profit for the year from continuing operations attributable to BP shareholders 22,025 22,157 17,697
Profit (loss) for the year from Innovene operations (25) 184 (622)
Inventory holding (gains) losses 253 (3,027) (1,643)
Replacement cost profit® 22,253 19,314 15,432
Replacement cost profit from continuing operations attributable to BP shareholders 22,278 19,5613 16,336
Replacement cost loss from Innovene operations (25) (199) (904)
Replacement cost profit 22,253 19,314 15,432
Exploration and Production 29,647 25,485 18,075
Refining and Marketing 5,283 4,394 5,194
Gas, Power and Renewables 1,376 1,077 964
Other businesses and corporate (947) (1,237) 155
Consolidation adjustments
Unrealized profit in inventory 52 (208) (191)
Net profit on transactions between continuing operations and Innovene operations - 527 188
Replacement cost profit before interest and tax 35,411 30,038 24,385
Finance costs and other finance expense (516) (761) (780)
Taxation (12,331) (9,473) (7,082)
Minority interest (286) (291) (187)
Replacement cost profit from continuing operations attributable to BP shareholders 22,278 19,513 16,336
Per ordinary share — cents
Profit for the year attributable to BP shareholders 109.84 105.74 78.24
Replacement cost profit 111.10 91.41 70.71
Dividends per ordinary share — cents 38.40 34.85 27.70
—pence 21.104 19.152 15.251
Dividends paid per American depositary share (ADS) — dollars 2.304 2.091 1.662

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

The Annual Report and Accounts for the year ended 31 December 2006
contains the Directors’ Report, including the Business Review, on pages 4-67,
83-91, 94 and 205. The Directors’ Remuneration Report is on pages 68-75.
The consolidated financial statements are on pages 93-175. The reports of
the auditor are on page 95 for the group and page 206 for the company.

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 the Annual Report and Accounts means,
unless the context otherwise requires, investors in the equity capital of
BP p.l.c., both direct and/or indirect.

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

As BP shares, in the form of ADSs, are listed on the New York Stock
Exchange (NYSE), an Annual Report on Form 20-F will be filed with the

SEC in accordance with the US Securities Exchange Act of 1934. When
filed, copies may be obtained, free of charge (see page 90). BP discloses
on its website at www.bp.com/NYSEcorporategovernancerules significant
ways (if any) in which its corporate governance practices differ from those
mandated for US companies under NYSE listing standards.

Cautionary statement

BP Annual Report and Accounts 2006 contains certain forward-looking
statements within the meaning of the US Private Securities Litigation
Reform Act of 1995 with respect to the financial condition, results of
operations and businesses of BP and certain of the plans and objectives
of BP with respect to these items. For further details, please see
Forward-looking statements on page 13.

The registered office of BP p.l.c. is 1 St James's Square, London
SW1Y 4PD, UK. Telephone: +44 (0)207 496 4000.

Registered in England and Wales No. 102498.

Stock exchange symbol ‘BP".
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Miscellaneous terms

In this document, unless the context otherwise requires,
the following terms shall have the meaning set out below.

ADR American depositary receipt.

ADS American depositary share.

Amoco The former Amoco Corporation and its subsidiaries.

Atlantic Richfield Atlantic Richfield Company and its subsidiaries.
Associate An entity over which the group has significant influence and
that is neither a subsidiary nor a joint venture. Significant influence is the
power to participate in the financial and operating policy decisions of an
entity without having control or joint control over those policies.

Barrel 42 US gallons.

b/d Barrels per day.

BP, BP group or the group BP p.l.c. and its subsidiaries.

Burmah Castrol Burmah Castrol plc and its subsidiaries.

Cent or ¢ One-hundredth of the US dollar.

The company BP p.l.c.

Dollar or $ The US dollar.

EU European Union.

Gas Natural gas.

Hydrocarbons Crude oil and natural gas.

IFRS International Financial Reporting Standards.

Joint venture A contractual arrangement between the group and other
venturers that undertake an economic activity that is subject to joint
control. Joint control exists only where the strategic financial and
operating decisions relating to the activity require the unanimous consent

of the venturers.

Jointly controlled asset A joint venture where the venturers have a
direct ownership interest in and jointly control the assets of the venture.

Jointly controlled entity A joint venture that involves the establishment
of a company, partnership or other entity to engage in economic activity

that the group jointly controls with fellow venturers.

Liquids Crude oil, condensate and natural gas liquids.

LNG Liguefied natural gas.

London Stock Exchange or LSE London Stock Exchange plc.
LPG Liquefied petroleum gas.

mb/d thousand barrels per day.

mboe/d thousand barrels of oil equivalent per day.

mmBtu million British thermal units.

mmcf/d million cubic feet per day.

MTBE Methyl tertiary butyl ether.

NGLs Natural gas liquids.

OPEC Organisation of Petroleum Exporting Countries.
Ordinary shares Ordinary fully paid shares in BP p.l.c. of 25c each.
Pence or p One-hundredth of a pound sterling.

Pound, sterling or £ The pound sterling.

Preference shares Cumulative First Preference Shares and Cumulative
Second Preference Shares in BP p.l.c. of £1 each.

PSA Production-sharing agreement.

SEC The United States Securities and Exchange Commission.
Subsidiary An entity that is controlled by the BP group. Control is the
power to govern the financial and operating policies of an entity so as to
obtain the benefits from its activities.

Tonne 2,204.6 pounds.

UK United Kingdom of Great Britain and Northern Ireland.

UK GAAP Generally Accepted Accounting Practice in the UK.

US or USA United States of America.

US GAAP Generally Accepted Accounting Principles in the US.
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Dear Shareholder BP’'s performance in 2006 can be best
described as mixed. A great portfolio of assets and excellent
people who are executing a consistent strategy remained as
our core strength. However, results could and should have
been better. The ability to benefit from higher oil prices was
impaired by some of our major assets not being available.

For many years, BP has been a greatly admired group,
reflecting its strategic vision, determined execution and high
aspirations in areas such as safety, the environment and the
community — and | believe it still is. However, a number of
events in the US, starting with the tragic incident at the Texas
City refinery in March 2005, have deeply shocked the group,
led to increased public scrutiny and had an effect on BP's
reputation as a responsible operator. We must ensure that the
lessons we have learned will enable us to demonstrate rapidly

that we are again in the forefront of our industry in all respects.

Our aspirations remain unchanged and, in the vast majority
of our activities, we continue to be justly proud of our safety
record, our environmental initiatives and our high ethical
standards. However, it is quite clear to your board that the
group'’s record in some areas has not met the standards
to which we aspire. Above all, we must ensure that, at all
locations, those who work for us do so safely.

The board’'s governance system has long balanced support
for the executive team in the development of the group’s
strategy with the need to ensure effective monitoring of its
implementation. In this context, both the full board and its
committees have considered the significant events of the
year and their impact on BP's business and reputation.

The work of each of the committees is described in more
detail in the governance: board performance report on pages
36-43 of Notice of BP Annual General Meeting 2007 and also
on pages 76-82 of BP Annual Report and Accounts 2006.
The safety, ethics and environment assurance committee,
chaired by Dr Walter Massey, has played a particularly
important role during the year. The audit committee, chaired
by Sir lan Prosser, has similarly had important work. | remain
confident in the work of all the committees and our overall
system of governance.

There have been a number of inquiries into the events at
Texas City and other aspects of the group’s operations. In
particular, on the recommendation of the US Chemical Safety
and Hazard Investigation Board, which was investigating the
Texas City incident, an independent panel was commissioned
by BP to examine the safety culture of our US refineries. The
panel was chaired by former US Secretary of State James A
Baker, Il and reported to us in early January. It found that,
while the focus of the group had been on personal safety
performance, where significant improvement had been
achieved, there was insufficient emphasis on process safety.
The panel further found that, by concentrating on improving
personal safety statistics, the group had developed a false
sense of confidence in its safety culture. In essence, the panel
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concluded that BP had fallen short in its approach to process
safety at its five US refineries. It made a number of
recommendations, all of which we have considered and

will implement. One recommendation was that the board,
for at least five years, should engage an outside expert,
independent of the executive, to report to it on the progress
of the implementation of the panel’s recommendations.

Your board will keep you fully advised on the implementation
of those recommendations to which we, and the group’s
executives and employees, are fully committed. Indeed, we
have long had a tradition of emphasizing safety and, in nearly
20 years of reporting, we have seen a significant improvement
in our safety performance.

It is important to stress that we have a clear strategy and
an underlying business that remains robust. BP has a set of
world-class assets that will ensure the continued success of
the group into the medium term. Our cash flow has remained
strong during the year. The board has therefore been able
to continue its policy of returning value to our shareholders
through both increased dividends and buybacks. | am pleased
to confirm a dividend, to be paid in March, of 10.325 cents per
share. The annual dividend paid of 38.40 cents or 21.104 pence
represents an increase of 10% in both dollar and sterling
terms. During 2006, we repurchased some $15.5 billion
of shares. Of these, 27% were for cancellation and the
remainder placed in treasury. Your board will continue to
keep its distribution policy under review.

| would like to pay tribute to John Browne, his executive
team and all our employees for their contributions to the
creation and maintenance of a robust, cash-generative
business. It has been a major task for the executive team
to respond to the pressing issues of 2006 while diligently
managing and guiding the business forward in a challenging
market. Although oil prices have remained high, we are in a
softening market and prices are some way from their peak;
costs of capital equipment and services, however, have risen
faster than inflation.

This year, the board, like many companies whose shares
are traded on both sides of the Atlantic, has streamlined the
company's reporting process by using a common document
as the basis for both our Annual Report and Accounts and
our Annual Report on Form 20-F. As a result, the Annual
Report and Accounts now contains information that, in the
past, would only have appeared in our US reporting. The
short-form Annual Review continues to give a summary
of the group’s operations for the majority of our private
shareholders. We will keep our reporting process under
review, including a greater use of electronic communication
wherever we are able to do so.

In the summer of 2006, John and | agreed that he would
stay as chief executive until the end of 2008. Early in 2007,
we both decided that it would be in the group’s interest to
name a successor in order to provide a short orderly transition



over a period of six months. The chairman’s committee was in
a position to identify a succession candidate in Tony Hayward,
then chief executive of the exploration and production
segment. Accordingly, John will retire on 31 July 2007 and
Tony has been appointed by the board to succeed him.

Tony has had an outstanding career at BP and the board
believes he has the intellect, skills and personal qualities to take
your company through the coming challenges and changes.

John Browne is one of the great businessmen of his
generation and has led the transformation of BP into one of
the biggest energy groups in the world. His performance over
the past 12 years has been extraordinary. He has consistently
been identified by his fellow chief executives as the most
impressive businessman in Britain.

I would like to thank John on behalf of the board for his
great achievement in leading the transformation of BP from
a mid-ranking regional oil company to what it is today.

Following Tony Hayward's appointment as group chief
executive designate, Tony has passed his responsibilities as
chief executive of exploration and production to Andy Inglis,
who was appointed to the board on 1 February 2007. Andy
was previously deputy chief executive of exploration and
production and has held a number of posts in that segment
during his career with the group, which started in 1980.

Michael Wilson stood down as a director last year to take up
the post of Canada’s ambassador to Washington. He had joined
the BP board in 1998 at the time of the Amoco merger after
a distinguished political and business career. He had a keen
interest in corporate governance matters, being the chairman
of the Canadian Coalition of Good Governance. He had brought
all these strengths from his political and business background
to our board and committee deliberations.

John Bryan will stand down at the forthcoming AGM. John
also joined the BP board at the time of the Amoco merger
and has made significant contributions to both the audit and
remuneration committees. His experience as a former CEO
in the US has been invaluable to the board over the years.
We shall miss his contribution at the board and his
commitment to board and committee work.

| was pleased to welcome Sir William Castell as a new
non-executive director in July. Bill is chairman of the board of
governors of the Wellcome Trust and is a non-executive director
of the General Electric Company, having been chief executive
of Amersham plc and subsequently president and chief
executive officer of GE Healthcare. Bill is a member of the
chairman’s, the audit and the safety, ethics and environment
assurance committees.

| believe that the board has the right mix of skills and
experience to address the issues that we face. | will keep this
under review as we refresh the board over time. There remain
significant challenges for the group in securing its business into
the medium and the longer term. The board will be focusing on
these in the coming year. On behalf of the board, | would like
to thank you for your support.

st Gt

Peter Sutherland
Chairman
23 February 2007




Group chief
executive's
review

Dear Shareholder BP's purpose is a progressive one. That
means we aim to generate returns for our investors by
providing the energy for basic human needs such as light,

heat and mobility and to do so in a safe, sustainable and
environmentally responsible way. Our financial results were
very strong in 2006. However, we fell short of our expectations
in certain areas, notably with two oil spills in Alaska and the
inability to start up the Thunder Horse platform as soon as

we had hoped.

We are headed in the right strategic direction and we should
not allow recent setbacks to obscure that. We have been
urgently addressing operational issues and matters related to
our safety performance. And | believe that, from the lessons
we have learned, the fresh investment and priorities we are
putting in place and the determined reaffirmation of our core
values, BP will emerge a stronger company.

Our staff across the world have responded to the tough
challenges of the year in an exemplary fashion. | am
immensely proud of their resilience and would like to thank
them. They are as determined as my successor, Tony Hayward,
and | are to restore BP's performance and reputation.

The trading environment has been extremely volatile. The
oil price hit a high of $78 per barrel in August before falling back
to end the year at about $59 per barrel. The Henry Hub price for
gas fell significantly during the year to close at around $5.50 per
million British thermal units. Refining margins widened over the
summer before narrowing towards normal levels in the winter.
These movements are characteristic of an industry that is not
only cyclical but also affected by trends such as rising
concerns about energy security and climate change.



Safety Before addressing our financial performance, let me
talk about the things that did not go so well, for these have
absorbed much of my and the team’s attention. Safety has
always been one of our core priorities. Scrutiny of the group
has inevitably been dominated by the investigations into the
March 2005 explosion at the Texas City refinery, in which 15
of our co-workers tragically lost their lives, and into the pipeline
corrosion at Prudhoe Bay in Alaska.

It is an unavoidable fact that we operate in a hazardous
industry. But accidents of any kind cause people to question
the values that underpin our company. They also cast a shadow
over our many successes — and the fact that, around the world,
hundreds of thousands of employees and contractors work
safely for BP, with dedication and integrity.

BP aspires to be an industry leader in the three dimensions
of safety — personal safety, process safety and the
environment. We have had a strong track record in the day-
to-day personal safety of our people. In 2006, our recordable
injury frequency rate, the standard industry measure, fell to
0.47 per 200,000 hours worked, the lowest in our history.
There were also seven fatalities. Every death is a tragedy, but
we should recognize that this number has reduced significantly,
to the lowest level in nearly 20 years of reporting. | am
particularly pleased with the large drop in driving-related
fatalities, from 14 in 2003 to two in 2006, following the
implementation of our new driving safety standard. On
the environment, we continue to make progress in reducing
greenhouse gas emissions and the environmental impact
of our products.

Our response to the Baker report In January, former US
Secretary of State James A Baker, Il and his panel published
a candid and thorough report into process safety management
at our US refineries. The panel was established by BP on

the recommendation of the US Chemical Safety and Hazard
Investigation Board in the wake of the Texas City tragedy and
was intended to provide lessons not just for us but for the
entire industry.

BP will implement the Baker panel’s recommendations and
we are now consulting with the panel on how best to do that.
Many of the recommendations are consistent with our own
internal reviews and our aim now is to develop a timely and
intelligent plan of action in order to transform BP into an
industry leader in process safety management.

Importantly, the panel did not conclude that BP intentionally
withheld resources on any safety-related assets or projects
for budgetary or cost reasons. The panel interviewed hundreds
of employees in the course of its work and observed that it
had seen no information to suggest that anyone — from BP's
board members to its hourly-paid workers — acted in anything
other than good faith.

Our response to the Baker report comes alongside what
we were already doing to embed consistently high standards
of safety and operational integrity throughout BP. This includes
an ambitious four-year programme of investment in safety
and operational integrity right across the group and the
creation of an advisory board of external experts to assist
and advise BP America Inc. in monitoring the operations of
the US businesses, with particular focus on compliance, safety
and regulatory affairs. At Texas City itself, a new leadership
team has introduced world-class training programmes,
increased the number of safety inspectors, renovated major
units and relocated hundreds of employees. We expect Texas

City to be processing about 400,000 barrels per day of crude
oil by the end of 2007.

We are also implementing lessons from the two oil spills
and the cases of corrosion that occurred at Prudhoe Bay in
2006. When corrosion was found in August, we rapidly shut
down production as a precaution. Nearly 27,000 individual
radiographic or ultrasonic inspections of the pipeline system
have since been carried out and output was restored to its
full level in late 2006. We are replacing 16 miles of transit
lines, increasing spending on major maintenance and retaining
a team of independent corrosion experts as advisers.

We took similar precautionary action to replace subsea
components for the Thunder Horse platform in the Gulf
of Mexico. The components had passed industry tests and
met regulatory requirements but a metallurgical failure was
revealed when our engineers tested compliance with BP's
own, more stringent, standards. \We are now replacing the
equipment in question and expect Thunder Horse to start
production by the end of 2008.

Integrity \We are also taking action to ensure that people
across BP behave with consistent integrity. During the year,
there were allegations of market manipulation in our US trading
operations. We have responded to these serious allegations

by making internal improvements and instituting a thorough
internal review by independent auditors.

Performance In terms of financial performance, the year
was a record one, with replacement cost profit rising 15%
to $22.3 billion, representing a return on average capital
employed of 22%. Thanks to our share buyback programme,
earnings per share rose faster than profits, by 22%, to

111.1 cents per share.

Our role as a leading international oil company is to build
strong and sustainable supply chains between producing
countries and markets around the world. In emerging economies
such as Algeria, Angola, Azerbaijan, Egypt, Indonesia and
Trinidad & Tobago, our investments help to increase the flow
of supplies to world markets as well as strengthening local
economies and contributing to economic development.

Our joint venture in Russia, TNK-BP, brings together BP's
experience with local assets, capabilities and resources to
help increase production. Our experience in working in the
Russian Federation is to act with caution, respect and genuine
reciprocity. The agreement we concluded with Gazprom
during the year to provide liquefied natural gas (LNG) cargoes
indicates the scope for co-operation to build new supply
chains in the international marketplace. We also deepened
our strategic relationship with Rosneft, Russia’s second largest
oil company, investing $1 billion in a stake at its initial public
offering in July. That investment has risen by about 25% in
value. We are also exploring the Sakhalin IV and V licence areas
in a joint venture with Rosneft and have signed a protocol with
them to carry out joint studies in the basins of the Russian
arctic region.

In 2006, capital investment in our exploration and production
segment totalled $12.1 billion, excluding our investment in
Rosneft. We added 1.4 billion barrels of oil and 1.3 trillion cubic
feet of natural gas to our booked reserves for subsidiaries and
equity-accounted entities. We have decided to move solely to
the US Securities and Exchange Commission (SEC) basis of
reserves reporting to simplify disclosures and allow for easier
comparison with competitors. Our reserves replacement ratio,
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using reserves calculated in accordance with SEC guidance,
was 113% on a combined basis of subsidiaries and equity-
accounted entities, excluding acquisitions and disposals —
an excellent result.

We produced more than 3.9 million barrels of oil equivalent
per day and continued to build our presence as a producer and
supplier of natural gas. The production level was affected by
strategic divestments but, excluding the historic impact of
these, our production continues to grow. Since the year-end,
we have signed a significant gas production-sharing agreement
with the Sultanate of Oman. In refining and marketing, we
continued to develop strong positions in areas of fast-growing
demand, supplying millions of customers every day. Our low-
carbon power business, BP Alternative Energy, made a strong
start, with significant additions in wind and solar capacity.

Specific highlights of the year included the start of production
in the East and West Azeri oil fields in the Caspian Sea and
the start of operations for the Baku-Tbilisi-Ceyhan pipeline,
which links the Caspian Sea to the Mediterranean. There
were discoveries in Angola and the Gulf of Mexico. We saw
our first gas produced from the Cannonball platform in Trinidad
& Tobago and from In Amenas in Algeria. With our partners,
we commissioned a new LNG regasification terminal in China.
We announced a major investment at our Whiting refinery
in the US to process Canadian heavy crude, providing a new
source of supply for the North American market.

2006 was also a year when environmental issues, chiefly
climate change, remained at the top of the public agenda.

BP Alternative Energy, launched in 2005, is a rapidly growing
business devoted to providing low-carbon power from solar,
wind, hydrogen and natural gas sources. The business
developed strongly in 2006, doubling its solar manufacturing
capacity since 2004, acquiring wind power interests with a
potential total generating capacity of some 15,000 megawatts
and increasing gas-fired capacity. It also further developed its
ground-breaking plans for hydrogen power stations fed by
fossil fuel feedstocks from which carbon dioxide is extracted
and stored underground, minimizing the environmental impact.

In the transport sector, we took new steps towards providing
more sustainable energy by announcing the forthcoming
establishment of a university-based Energy Biosciences
Institute, seeking to mirror in energy the benefits that biological
sciences have brought to medicine. We also set up a dedicated
biofuels business and entered into a partnership with DuPont
to produce a new generation of biofuels.

Our guiding principle remains that of mutual advantage —
creating benefits for others as well as for ourselves. | hope
this year has shown that, when we fail in that respect, we
will work relentlessly and transparently to solve the problems.
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The future This is my last letter to shareholders as | am
soon to retire as group chief executive. | have devoted my
working life to BP and | would like to thank shareholders,
the board and our employees for their support over the
past 12 years.

| believe that, although our journey has not always been
smooth, the fundamentals of the company — its assets, its
strategy and its people — are very sound. BP has certainly
changed dramatically since 1995. By most measures it has
doubled or tripled in size and has grown from being a regional
player, based principally around the North Sea and Alaska,
to a truly international company. We now produce more
than 100,000 barrels of oil equivalent per day from eight
different countries, up from three countries in 1995. And
long-term investors should gain comfort from our creditable
reserves position.

BP is widely recognized as a pioneer in the oil and gas
industry for both reducing greenhouse gas emissions and
investing substantially in alternative and renewable energy
businesses. Shareholders have benefited too and, from
mid-1995 until the end of 2006, total returns were 278%
in dollars and 203% in sterling.

Our financial framework is robust. \WWe aim to invest in our
operations; to pursue a progressive dividend policy; to maintain
our gearing within a range of 20-30%; and to return any surplus
cash to shareholders, circumstances permitting. During the
year, we bought back 1.3 billion of our shares, of which
358 million were for cancellation, with the remainder being
held in treasury. We also paid total dividends of 38.40 cents,
or 21.104 pence, a share, an increase of 10% on 2005.

BP’s strategic priorities are enduring: to build production
in some of the world’s largest oil and gas fields; to focus
on advantaged refineries and retail markets; to capture world-
scale gas market positions; and to participate in fast-growing
markets for gas and low-carbon power.

We are emerging from 2006 with our basic values tested,
but reaffirmed. My successor as group chief executive,

Tony Hayward, is a wonderful choice and | wish him and
the company every good fortune. The best is yet to come.

T
|

The Lord Browne of Madingley

Group Chief Executive
23 February 2007



Measuring
Oour progress

PERSONAL SAFETY - RIF®

0.40
06 0.54
0.41
05 0.62
0.49
04 0.56

B Employees M Contractors

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

PROCESS SAFETY - OIL SPILLS?"

06 417°

05 541

04 578

@Total number of spills = 1 barrel = 159 litres =
42 US gallons.

®n response to the Baker Panel recommendations,
we will be developing additional metrics for
monitoring process safety in 2007.

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

ENVIRONMENT - GREENHOUSE GAS
EMISSIONS? (million tonnes CO; equivalent)

06 64.4
05 78.0
04 81.7

B Group GHG M Innovene GHG

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

PROVED RESERVES

REPLACEMENT COST PROFIT
PER ORDINARY SHARE (cents)

06 111.10

05— 141

04— 70.71

DIVIDENDS PAID PER SHARE

8.40
4.85
e 27 .70
B Cents
M Pence

RETURN ON AVERAGE
CAPITAL EMPLOYED (%)

06 22

05 20

TOTAL SHAREHOLDER
DISTRIBUTION? ($ billion)

06 23.4

05— 9.2

04— 13.7

@Through dividends and
share buybacks.

CAPITAL EXPENDITURE ($ billion)

06 16.9

05— 3.9

O — 3.8

PEOPLE ASSURANCE SURVEY -
EMPLOYEE SATISFACTION® (%)

06 66

04 64

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

REPLACEMENT RATIO
(using SEC reserves)® (%)

06 113

05— 05

O — 89

@ Excluding acquisitions and
divestments.

CONTRIBUTION
TO COMMUNITIES ($ million)

06 106.7°

05 95.6

O —— 7.7

@Including UK charities $0.6 million.
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llll Pecrformance review

Selected financial and operating information

This information, insofar as it relates to 2006, has been extracted or
derived from the audited financial statements of the BP group presented
on pages 93-175. The selected information should be read in conjunction
with the audited financial statements and related Notes elsewhere herein.

The financial information for 2005 and 2004 has been restated to reflect
the following, all with effect from 1 January 2006: (a) the transfer of three
equity-accounted entities from Other businesses and corporate to
Refining and Marketing following the sale of Innovene; (b) the transfer of
certain mid-stream assets and activities from Refining and Marketing and
Exploration and Production to Gas, Power and Renewables; (c) the
transfer of Hydrogen for Transport activities from Gas, Power and
Renewables to Refining and Marketing; and (d) a change to the basis of
accounting for certain over-the-counter forward sale and purchase
contracts for oil, natural gas, NGLs and power. (See Financial statements
— Note 2 on page 109 for further details.)

BP sold its Innovene operations in December 2005. In the
circumstances of discontinued operations, IFRS require that the profits
earned by the discontinued operations, in this case the Innovene
operations, on sales to the continuing operations be eliminated on
consolidation from the discontinued operations and attributed to the
continuing operations and vice versa. This adjustment has two offsetting
elements: the net margin on crude refined by Innovene, as substantially
all crude for its refineries was supplied by BP and most of the refined
products manufactured by Innovene were taken by BP; and the margin on
sales of feedstock from BP's US refineries to Innovene’s manufacturing
plants. The profits attributable to individual segments are not affected by
this adjustment. This representation does not indicate the profits earned
by continuing or Innovene operations, as if they were standalone entities,
for past periods or those likely to be earned in future periods. Under US
GAAP, Innovene operations would not be classified as discontinued
operations due to BP’s continuing customer/supplier arrangements with
Innovene. For a full description of the differences between IFRS and
US GAAP, see Financial statements — Note 53 on page 179.

IFRS $ million except per share amounts
2006 2005 2004 2003
Income statement data
Sales and other operating revenues from continuing operations? 265,906 239,792 192,024 164,653
Profit before interest and taxation from continuing operations? 35,158 32,682 25,746 18,776
Profit from continuing operations?® 22,311 22,448 17,884 12,681
Profit for the year 22,286 22,632 17,262 12,618
Profit for the year attributable to BP shareholders 22,000 22,341 17,075 12,448
Capital expenditure and acquisitions® 17,231 14,149 16,651 19,623
Per ordinary share — cents
Profit for the year attributable to BP shareholders
Basic 109.84 105.74 78.24 56.14
Diluted 109.00 104.52 76.87 55.61
Profit from continuing operations attributable to BP shareholders
Basic 109.97 104.87 81.09 56.42
Diluted 109.12 103.66 79.66 55.89
Dividends per share — cents 38.40 34.85 27.70 25.50
Dividends per share — pence 21.104 19.152 15.251 15.658
Ordinary share data®
Average number outstanding of 25 cent ordinary shares (shares million undiluted) 20,028 21,126 21,821 22,171
Average number outstanding of 25 cent ordinary shares (shares million diluted) 20,195 21,411 22,293 22,424
Balance sheet data
Total assets 217,601 206,914 194,630 172,491
Net assets 85,465 80,765 78,235 70,264
Share capital 5,385 5,185 5,403 5,552
BP shareholders’ equity 84,624 79,976 76,892 69,139
Finance debt due after more than one year 11,086 10,230 12,907 12,869
Net debt to net debt plus equity 20% 17% 22% 22%

Selected historical financial data is based on financial statements prepared in accordance with IFRS and accordingly is shown for the four years

subsequent to the date of transition to IFRS.



US GAAP

$ million except per share amounts

2006 2005 2004 2003 2002

Income statement data
Revenues? 265,906 252,168 203,303 173,615 145,991
Profit for the year attributable to BP shareholders® 21,116 19,642 17,090 12,941 8,109
Comprehensive income 23,125 17,053 17,371 19,689 10,256
Profit per ordinary share — cents

Basic 105.42 92.96 78.31 58.36 36.20

Diluted 104.63 91.91 76.88 57.79 36.02
Profit per American depositary share — cents

Basic 632.52 b557.76 469.86 350.16 217.20

Diluted 627.78 551.46 461.28 346.74 216.12
Balance sheet data
Total assets 219,288 213,722 206,139 186,576 164,103
Net assets 87,358 85,936 86,435 80,292 67,274
BP shareholders’ equity 86,517 85,147 85,092 79,167 66,636

@Excludes Innovene which was treated as a discontinued operation in accordance with IFRS 5 ‘Non-current Assets Held for Sale and Discontinued Operations’. (See Financial

statements — Note 5 on page 111). Under US GAAP, Innovene is not treated as a discontinued operation.

There were no significant acquisitions in 2006 or in 2005. Capital expenditure in 2006 includes $1 billion in respect of our investment in Rosneft. Capital expenditure and
acquisitions for 2004 includes $1,354 million for including 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. With the exception of the shares issued to Alfa Group and Access-Renova (AAR) in connection with TNK-BP

(2004-2006), all capital expenditure and acquisitions during the last five years have been financed from cash flow from operations, disposal proceeds and external financing.

®The number of ordinary shares shown have been used to calculate per share amounts for both IFRS and US GAAP.
dUnder US GAAP, Innovene is not treated as a discontinued operation. (See Financial statements — Note 5 on page 111). As such, the results of Innovene are included within

revenues and profit for the year, as adjusted to accord with US GAAP.

Production and net proved oil and natural gas reserves

The following table shows our production for the last five years and the estimated net proved oil and natural gas reserves at the end of each of

those years.

2006 2005 2004 2003 2002
Crude oil production for subsidiaries (thousand barrels per day) 1,351 1,423 1,480 1,615 1,766
Crude oil production for equity-accounted entities (thousand barrels per day) 1,124 1,139 1,051 506 252
Natural gas production for subsidiaries (million cubic feet per day) 7,412 7,512 7,624 8,092 8,324
Natural gas production for equity-accounted entities (million cubic feet per day) 1,005 912 879 521 383
Estimated net proved crude oil reserves for subsidiaries (million barrels)?° 5,893 6,360 6,755 7,214 7,762
Estimated net proved crude oil reserves for equity-accounted entities (million barrels)? © 3,888 3,205 3,179 2,867 1,403
Estimated net proved natural gas reserves for subsidiaries (billion cubic feet)2d 42,168 44,448 45,650 45,155 45,844
Estimated net proved natural gas reserves for equity-accounted entities (billion cubic feet)?®© 3,763 3,856 2,857 2,869 2,945

@Net proved reserves of crude oil and natural gas exclude production royalties due to others, whether royalty is payable in cash or in kind.

®Includes 23 million barrels (29 million barrels at 31 December 2005 and 40 million barrels at 31 December 2004) in respect of the 30% minority interest in BP Trinidad and

Tobago LLC.

CIncludes 179 million barrels (95 million barrels at 31 December 2005 and 127 million barrels at 31 December 2004) in respect of the 6.29% minority interest in TNK-BP

(4.47% at 31 December 2005 and 5.9% at 31 December 2004).

d1ncludes 3,537 billion cubic feet of natural gas (3,812 billion cubic feet at 31 December 2005 and 4,064 billion cubic feet at 31 December 2004) in respect of the 30% minority

interest in BP Trinidad and Tobago LLC.

€ Includes 99 billion cubic feet (57 billion cubic feet at 31 December 2005 and 13 billion cubic feet at 31 December 2004) in respect of the 7.77% minority interest in TNK-BP

(4.47% at 31 December 2005 and 5.9% at 31 December 2004).

During 2006, 329 million barrels of oil and natural gas, on an oil equivalent* basis (mmboe), were added to BP’s proved reserves for subsidiaries
(excluding purchases and sales). After allowing for production, which amounted to 963mmboe, BP's proved reserves for subsidiaries were
13,163mmboe at 31 December 2006. These proved reserves are mainly located in the US (44 %), Rest of Americas (20%), Asia Pacific (10%), Africa

(9%) and the UK (8%).

For equity-accounted entities, 1,306mmboe were added to proved reserves (excluding purchases and sales), production was 479mmboe and proved

reserves were 4,537mmboe at 31 December 2006.

" Natural gas is converted to oil equivalent at 5.8 billion cubic feet (bcf) = 1 million barrels.

BP Annual Report and Accounts 2006

"



We urge you to consider carefully the risks described below. If any
of these risks occur, our business, financial condition and results of
operations could suffer and the trading price and liquidity of our securities
could decline, in which case you could lose all or part of your investment.
Our system of risk management provides the response to enduring
risks of group significance through the establishment of standards and
other controls. Inability to identify, assess and respond to risks through
this and other controls could lead to inability to capture opportunities,
threats materializing, inefficiency and legal non-compliance.
The risks are categorized against the following areas: Strategy,
Compliance and ethics, Financial control and operations.

Strategic risks

Access and renewal

Successful execution of our group plan depends critically on implementing
activities to renew and reposition our portfolio. The challenges to renewal
of our upstream portfolio are growing due to increasing competition for
access to opportunities globally. Inability to complete planned disposals
and/or lack of material positions in new markets could result in an inability
to capture above-average market growth.

Prices and markets

Qil, gas and product prices are subject to international supply and
demand. Political developments (especially in the Middle East) and the
outcome of meetings of OPEC can particularly affect world supply and
oil prices. In addition to the adverse effect on revenues, margins and
profitability from any future fall in oil and natural gas prices, a prolonged
period of low prices or other indicators would lead to a review for
impairment of the group’s oil and natural gas properties. This review
would reflect management’s view of long-term oil and natural gas prices.
Such a review could result in a charge for impairment that could have a
significant effect on the group’s results of operations in the period in
which it occurs.

Refining profitability can be volatile, with both periodic oversupply and
supply tightness in various regional markets. Sectors of the chemicals
industry are also subject to fluctuations in supply and demand within the
petrochemicals market, with consequent effect on prices and profitability.

Socio-political

We have operations in developing countries where political, economic
and social transition is taking place. Some countries have experienced
political instability, changes to the regulatory environment, expropriation
or nationalization of property, civil strife, strikes, acts of war and
insurrections. Any of these conditions occurring could disrupt or terminate
our operations, causing our development activities to be curtailed or
terminated in these areas or our production to decline, and could cause
us to incur additional costs.

We set ourselves high standards of corporate citizenship and aspire to
contribute to a better quality of life through the products and services we
provide. If it is perceived that we are not respecting or advancing the
economic and social progress of the communities in which we operate,
our reputation and shareholder value could be damaged.

Competition

The oil, gas and petrochemicals industries are highly competitive. There
is strong competition, both within the oil and gas industry and with other
industries, in supplying the fuel needs of commerce, industry and the
home. Competition puts pressure on product prices, affects oil products
marketing and requires continuous management focus on reducing unit
costs and improving efficiency.

Compliance and ethics risks

Regulatory

The oil industry is subject to regulation and intervention by governments
throughout the world in such matters as the award of exploration and
production interests, the imposition of specific drilling obligations,
environmental protection controls, controls over the development and
decommissioning of a field (including restrictions on production) and,

possibly, nationalization, expropriation, cancellation or non-renewal of
contract rights. We buy, sell and trade oil and gas products in certain
regulated commodity markets. The oil industry is also subject to the
payment of royalties and taxation, which tend to be high compared with
those payable in respect of other commercial activities, and operates in
certain tax jurisdictions that have a degree of uncertainty relating to the
interpretation of, and changes to, tax law. As a result of new laws and
regulations or other factors, we could be required to curtail or cease
certain operations, or we could incur additional costs.

Ethical misconduct and non-compliance

Our code of conduct, which applies to all employees, defines our
commitment to integrity, compliance with all applicable legal
requirements, high ethical standards and the behaviours and actions we
expect of our businesses and people wherever we operate. Incidents of
non-compliance with applicable laws and regulation or ethical misconduct
could be damaging to our reputation and shareholder value. Multiple
events of non-compliance could call into question the integrity of

our operations.

Financial control risks

Liquidity, financial capacity and financial exposure

The group has established a financial framework to ensure that it is able
to maintain an appropriate level of liquidity and financial capacity and to
constrain the level of assessed capital at risk for the purposes of positions
taken in financial instruments. Failure to operate within our financial
framework could lead to the group becoming financially distressed leading
to a loss of shareholder value. Commercial credit risk is measured and
controlled to determine the group’s total credit risk. Inability adequately to
determine our credit exposure could lead to financial loss. Crude oil prices
are generally set in US dollars, while sales of refined products may be in

a variety of currencies. Fluctuations in exchange rates can therefore give
rise to foreign exchange exposures, with a consequent impact on
underlying costs.