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BP AUSTRALIA GROUP PTY LTD

DIRECTORS’ REPORT (continued)

Your director submits his report for the year end&december 2007.

DIRECTORS
The name and details of the Company director ic®ffluring the financial year and until the datehig report is as follows. The director was ificaf
for this entire period.

G.R. Hueston

CORPORATE STRUCTURE
BP Australia Group Pty Ltd is a company domiciladAustralia. Its Australian parent entity is BP Reml Australasia Holdings Pty Ltd. Its ultimate
parent company is BP p.l.c.

BP Australia Group Pty Ltd has prepared a constgitiinancial report incorporating the entitiesttiv@ontrolled during the financial year.

EMPLOYEES
The Consolidated Entity employed 5,368 people &4 &ecember 2007 (2006: 5,252 employees).

PRINCIPAL ACTIVITIES

The principal activities of the Consolidated Entiynstituted by the Company and the entities itrodied from time to time during the financial year

were the exploration for and production of oil, urat gas and liquefied natural gas, and the rejintransportation and marketing of petroleum and
lubricant products, sealants and waxes as welloageptrading and the manufacture and marketinghaftgvoltaic cells and related solar powered
equipment.

REVIEW AND RESULTS OF OPERATIONS
The financial report of the Consolidated Entity fbe year shows an operating profit before incomedf $1,895.5 million (2006: $1,441.6 million
profit). The profit of the Consolidated Entity five year after income tax was $1,431.2 millionr0@051,010.3 million profit).

The Consolidated Entity, through its subsidiary B&velopments Australia Pty Limited, @ne of six equal partners in the North West SHeWVS)
Venture alongside Woodside Offshore Petroleum, BillRon, ChevronTexaco, Japan Australia LNG ancti§twith CNOOC also owning 5.8% of gas
reserves. The operation covers offshore produgilatforms, a floating production and storage vessehk lines, onshore gas processing plants and
LNG carriers.

Oil prices continued to be strong and volatile tigloout the year. The highly competitive environmemnitinues to put pressure on historic cost opegati
margins in the downstream industry (refining andkating). Strong competition continues in the Aaban retail marketplace and consequently the
Consolidated Entity has continued its cost reducsiod revenue enhancement initiatives during 20@&Ip meet income targets.

SIGNIFICANT EVENTS AFTER THE BALANCE DATE

BP Australia Investments Pty Ltd entered into agrests with a related US Party, Kerr McGee Australigloration and Production Pty Ltd and
Anadarko E&P Company LP, for the acquisition of Exation Permits WA-303-P, WA-304-P and WA-305-Bédther with participating interests in the
underlying joint ventures, on 8 November 2007 f@DQ55m and associated transaction costs and expértse®BP Australia Group was effectively
committed to this transaction at this time subjegbre-emption rights not being exercised by thevant joint venturers and Department of Industrgl a
Resources (DOIR) approval and registration. DQdBraval was granted on 31st March 2008, an int@xgpayment for the Permits and participating
interests was made, and DOIR registration was ceteglon 1st April 2008.

SIGNIFICANT CHANGES IN THE STATE OF AFFAIRS
There have been no significant changes in the efatffairs of the Consolidated Entity other thhnge mentioned elsewhere in this report.

LIKELY DEVELOPMENTS AND EXPECTED RESULTS

Through all of its business, the Consolidated Eiill continue to look for opportunities to imprents profitability and competitiveness. Profitili
will remain sensitive to the competitive pressurethe domestic and international marketplace ethehange rate of the Australian dollar, internatlon
oil prices. A continued government policy framelwthat allows the operation of strong open markélisalso be important.

INDEMNIFICATION AND INSURANCE OF DIRECTORS AND OFFI CERS

The Company’s ultimate holding company, BP p.l.ajntains insurance for Directors and officers ofital Group Companies insuring them against the
financial consequences of actions brought agahesintfor acts or omissions in the performance ofr theties, subject to certain exemptions and
exclusions.

ENVIRONMENTAL REGULATION AND PERFORMANCE

BP Australia remains committed to reducing its emrvinental footprint in Australia and around the Mipand ensuring our staff and customers are safe
and healthy in all interactions with our operatiamsl products. We do this by targeting those pntair business which have the greatest envirorahent
health and safety impacts as determined by a tigbrdek management process.

Examples of how we have reduced the impacts obparations in Australia include:

. Leading the cleaner fuels agenda in Australia:
» Introducing BP Ultimat®, the first available petrol that meets the requiats of the federal Government’'s 2008 clean fiagldards.
»  Launching a new generation of additive formulation8P Ultimate Unleaded and BP Ultimate Diesel tkeep engines cleaner and reduce
emissions.

. Upgrading infrastructure to facilitate the uptakdiofuels in Australia:
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DIRECTORS’ REPORT (continued)

» Investing at BP’s Bulwer Refinery in Queenslandattow production of renewable diesel through a neshnology development. First
production run was carried out in 2007.

» Installation of ethanol storage and blending féesi at BP terminals in Sydney and Newcastle, gogglades to existing facilities in Brisbane

»  Ongoing program of upgrades to BP-branded retaii@stations to introduce ethanol-blended fuelsiore locations

. Improving the waste water treatment capability et Bulwer refinery following a number of reportédehce accidents. Installation of hydro
cyclones has resulted in improved oil recovery ftbmrefinery effluent system.

. Significantly improving environmental performanagass our retail network:

Upgrading the drainage systems on our retail fargs@nd at Terminal and Depot sites.
Significantly reduce water consumption

Reducing the volume of waste disposed to landfill

Offering re-usable bags to our customers

Winning an award for our National Packaging Covérention plan.

VVVYYVY

. Continuing to remediate and monitor contaminategperties owned and/or managed by BP Australia tiivoour Remediation Management
business, in consultation with appropriate regmatgencies and stakeholders. This business ata@lggromotes various prevention strategies
across our operations to avoid generating new emwiental liabilities.

. Exceeding IMO recommendations and AMSA legislatigronly using double-hulled tankers for hydrocarlshipping activity.

. Operating Australia’s largest solar panel manufacgu plant at Sydney Olympic Park, NSW, Australid&gest exporter of solar energy
technology:

»  Winner of the Global Excellence (Large Businesdpgary and awarded a Highly Commended in the Judgesice — Most Outstanding
Manufacturer category in the 2007 Western Sydndydtry Awards

»  As consortium leader, successfully launched therfifiion Blacktown Solar City project in 2007 and active participant in the Adelaide and
Alice Springs Solar City projects, funded by thesalian Government

» In 2007, manufactured more than 39 megawatts ahcdectricity-generating solar products, enougbupply the electricity needs of more
than 8,000 average Australian homes

. Offering our commercial customers and BP staffapportunity to offset their car's greenhouse gagsions through their purchase of BP fuel as

part of our BP Global Choi& program. Through this program, more than 1.8 amillionnes of greenhouse gas emissions have besst off
Australia.

. Our industrial lubricants business implementedaegt in 2007 to recycle spent oil at its Brooklyalustrial Products plant. This process has lead
to the recovery, resale and reuse of approximd®@J§0o0 litres of oil per annum.

. Taking an active role in shaping new legislationcdeynmenting and advocating on draft legislation padicipating in workshops and regulatory
debate.

Details of our environmental performance are ptielisin our annual Sustainability Report availabdenf our web site atww.bp.com

During the 2007 financial year BP Australia Pty lias revised its environmental liability provisiansaccordance with revised international and local
accounting standards. The provision for envirortaidiabilities on BP Australia group’s books is 433,201,000.

CORPORATE GOVERNANCE
In recognising the need for the highest standafad®mporate behaviour and accountability, the doeof BP Australia Group Pty Ltd has adopted and
operates within a robust set of governance politiasgo beyond regulatory compliance.

AUDITOR INDEPENDENCE & NON AUDIT SERVICES
A copy of the auditors’ independence declaratioregsiired under section 370C of the Corporations2801 is attached.

NON AUDIT RELATED SERVICES

Non-audit services totalling $ 293,940 were prodlidy the auditor during the financial year. RefeNote 29 for a disclosure of non-audit related
services.

Signed in accordance with a resolution of the dinec

Director
Melbourne

Date:



ﬂERNST& YOUNG B Ernst & Young Building m Tel 6139288 8000

8 Exhibition Street Fax 613 86507777
Melbourne VIC 3000
Australia

GPO Box 67
Melbourne VIC 3001

Auditor’s Independence Declaration to the Directorof BP Australia Group Pty Ltd
In relation to our audit of the financial report BP Australia Group Pty Ltd for the financial yesmded 31 December

2007, to the best of my knowledge and belief, theree been no contraventions of the auditor indeégece requirements
of the Corporations Act 2001 or any applicable cofiprofessional conduct.

Ernst & Young

Partner
XX April 2008

Liability limited by a scheme approved under
Professional Standards Legislation.



BP AUSTRALIA GROUP PTY LTD

INCOME STATEMENT
FOR THE YEAR ENDED 31 DECEMBER 2007

REVENUE FROM CONTINUING OPERATIONS
Other Revenue

Changes in inventories of finished goods and wonrogress
Raw materials and consumables used
Depreciation and amortisation expenses
Finance costs

Net profit/(loss) on sale of non-current assets
Salaries and employee benefits expense

Rental

Freight

Fees and commissions

Electricity

Royalties

Advertising

Travel

Repairs and maintenance

Other expenses

Foreign exchange gains/(losses)

PROFIT BEFORE INCOME TAX EXPENSE
INCOME TAX EXPENSE

PROFIT FOR THE YEAR

Attributable to:
Members of BP Australia Group Pty Ltd

Minority Interest

Millions of dollars

Consolidated

BP Australia Group Pty Ltd

Notes 2007 2006 2006
2 16,492.4  15,845.: - -
2 137.9 98, - 850.0

3 416.1 (200.4 ; ;
3 (12,5332) (12,086.7) - -

3 (643.8) (574.2) . ;

3 (283.8) (280.6) ; ;
3 3.4 (5.8) ; ;
(660.5) (547.2) . ;

(32.6) (32.8) - -

(433.0) (184.4) ; ;

(104.8) (69.5) - -

(46.1) (33.3) - -

(27.3) (31.5) - -

ar.7 (16.9) - -

(29.3) (22.3) - -

(97.0) (103.0) - -

(362.7) (289.2) - -

117.5 (24.5) 32.8 24.6

1,895.5 1,441.6 32.8 874.6

4 (464.3) (431.3) - -
1,431.2 1,010.3 32.8 874.6

1,436.0 1,011.0 - -

4.8) 0.7) - -

1,431.2 1,010.3 - -

The above income statements should be read inrctign with the accompanying notes
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BP AUSTRALIA GROUP PTY LTD

BALANCE SHEET
AS AT 31 DECEMBER 2007

CURRENT ASSETS

Cash and cash equivalents
Trade and other receivables
Inventories

Other current assets

Total Current Assets

NON-CURRENT ASSETS
Trade and other receivables

Investments accounted for using the equity method

Other financial assets
Property, plant and equipment
Deferred tax asset

Intangible assets and goodwiill
Total Non-Current Assets

TOTAL ASSETS

CURRENT LIABILITIES

Overdraft

Trade and other payables
Interest-bearing loans & borrowings
Current tax liabilities

Provisions

Total Current Liabilities

NON-CURRENT LIABILITIES

Trade and other payables
Interest-bearing loans and borrowings
Deferred tax liabilities

Provisions

Total Non-Current Liabilities

TOTAL LIABILITIES

NET ASSETS

EQUITY

Contributed equity
Retained profits/(losses)
Reserves

Minority Shareholders’ Interests
TOTAL EQUITY

Millions of dollars

Consolidated

BP Australia Group Pty Ltd

Notes 2007 2006 2007 2006
105.5 65.0 -
7 2,718.8 2,317.8 - -
8 1,617.7 1,099.6 -
9 13.3 29.8 -
4,455.3 3512.2 -
10 22.0 30.0 -
11 5.9 3.4 - -
12 34.7 14.0 7,112.9 7,112.8
13 7,242.5 7,389.2 - -
4 98.5 115.8 -
14 647.2 623.7 -
8,050.8 8,176.1 7.112.9 7.112.¢
12,506.1  11,688.3 7.112.9 7.112.8
- 1.8 -
16 2,072.1 2,333.4 - -
17 4287 118.8 290.6 323.4
(0.1) 0.4 -
18 244.1 74.7 - .
2,744.8 2,529.1 290.6 3234
19 40.4 6.5 -
20 3,417.0 3,753.5 1,929.3 1,929.2
4 1,033.8 1,302.1 -
21 174.1 296.0 -
4,665.3 5,358.1 1,929.3 1,929.3
7,410.1 7,.887.2 2,219.9 2,252.1
5,096.0 3,801.1 4,893.0 4,860.2
22 4,029.5 4,029.5 4,029.! 4,029.
23 1,409.6 (49.6) 83.5 830.7
23 (342.5) (183.0) - -
5,096.6 3,796.9 4,893.0 4,860.2
23 (0.6) 4.2 - -
5,096.0 3,801.1 4,893.0 4,860.2

The above balance sheets should be read in compuneith the accompanying notes.

6



BP AUSTRALIA GROUP PTY LTD

STATEMENT OF CASH FLOW
FOR THE YEAR ENDED 31 DECEMBER 2007

Millions of dollars
Consolidated BP Australia Group Pty Ltd
Notes 2007 2006 2007 2006

CASH FLOWS FROM OPERATING ACTIVITIES
Receipts from customers

16,099.4

16,234.8

Payments to suppliers and employees (15,344.3) (14,340.1)
Interest received 56.5 46.5
Rent received 35 4.7
Cost Recoveries 64.6 34.4
Other revenue 75 4.7
Borrowing costs (283.8) (277.9)
Dividends received 5.8 7.0
Net cash flows from operating activities 24 609.2 1,714.1
CASH FLOWS FROM INVESTING ACTIVITIES

Payments for financial assets (46.5) (89.3)
Purchases of property, plant and equipment (503.8) (698.0)
Proceeds from sales of property, plant and equiparah 10.1 29
investments

Net cash flows used in investing activities (540.2) (784.4)
CASH FLOWS FROM FINANCING ACTIVITIES

Proceeds from borrowings 0.1 6.5
Repayments of borrowings (26.8) (16.5)
Dividends paid - (850.0)
Net cash flows from financing activities (26.7) (860.0)
NET INCREASE /(DECREASE) IN CASH & CASH 423 69.7
EQUIVALENTS HELD

Add opening cash brought forward 63.2 (6.5)
CLOSING CASH & CASH EQUIVALENTS CARRIED 105.5 63.2

FORWARD

All transactions of the parent entity are settlgdwmay of intercompany accounts. The parent ertég no bank account and no ¢
transactions; accordingly, there are no cash flows.

Closing Cash & Cash Equivalents Carried Forwardprises:

Cash in bank 105.5 65.0 - -
Overdraft - (1.8) - -
Closing Cash 105.5 63.2 - -

The above statement of cash flow should be readnjunction with the accompanying notes.
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BP AUSTRALIA GROUP PTY LTD

FOR THE YEAR ENDED 31 DECEMBER 2007

Millions of dollars

Consolidated BP Australia Group Pty Ltd
Notes 2007 2006 2007 2006
Foreign Currency Translation (160.1) (193.1) - -
Actuarial Gain / (Loss) on Defined Benefits Plan 23.2 35.9 - -
Employee Share Options 0.6 4.6 - -
Net Income / (Loss) Recognised in Equity (136.3) (152.6) - -
Profit for the Financial Year 1,431.2 1,010.3 32.8 874.6
TOTAL RECOGNISED INCOME AND EXPENSE FOR THE 1,294.9 857.7 32.8 874.6
FINANCIAL YEAR
Attributable to:
Members of BP Australia Group Pty Ltd 1,299.7 858.4 32.8 874.6
Minority Interest (4.8) (0.7) - -
1,294.9 857.7 32.8 874.6

The above statement of changes in equity shoulddzkin conjunction with the accompanying notes.
8



BP AUSTRALIA GROUP PTY LTD

NOTES TO THE FINANCIAL STATEMENTS (continued)

31 DECEMBER 2007

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
The principal accounting polices adopted in theparation of the financial statements are set oldvbe These policies have been consistently
applied to the year presented, unless otherwisedsta

(a) Basis of preparation
The financial report is a general-purpose finangéglort which has been prepared in accordance tidhrequirements of th€orporations Act
2001, Australian Accounting Standards and other authtive pronouncements of the Australian Accounftandard Board.

The financial report is presented in Australianatsiand all values are rounded to the neareshonéred thousand dollars unless otherwise stated
under the option available to the company undeiCAS4ass order 98/100. The company is an entityhizh this class order applies.

Historical Cost Convention
The financial report has been prepared in accoslwith the historical cost convention.

Critical Accounting Estimates
The preparation of financial statements in conftymiith AIFRS requires the use of certain critieacounting estimates. It also requires
management to exercise its judgement in the praxfessplying the Group’s accounting policies. Refethe provisions policy for further details.

Compliance with AIFRS

The financial report complies with Australian Acatimg Standards including Australian equivalents International Financial Reporting
Standards. Compliance with AIFRS ensures thafittaacial report comprising the consolidated finahstatements complies with International
Financial Reporting Standards (AIFRS).

New Accounting standards and Interpretation
Australian Accounting Standards and Interpretatiwas have recently been issued or amended butairget effective have not been adopted by
the Group for the annual reporting period ending@tember 2007 are outlined in the table below.

Reference Title Summary Applicatiop Impact on Group financia| Application
date of report date for
standard* group
AASB Amendments to Australian Amending standard issued as a 1 March This is consistent with the 1 January 2008
2007-1 Accounting Standards arising | consequence of AASB Interpretatiol 2007 Group's existing accounting
from AASB Interpretation 11 | 11 AASB 2 — Group and Treasury policies for share-based
[AASB 2] Share Transactions payments, so the amendments
are not expected to have an
impact on the Group's
financial report.
AASB Amendments to Australian Amendments arising as a result of the 1 July These amendments are 1 January 2008|
2007-4 Accounting Standards arising | AASB decision that, in principle, all 2007 expected to reduce the exten
from ED 151 and Other options that currently exist under of some disclosures in the
Amendments IFRSs should be included in the Group's financial report.
[AASB 1, 2,3,4,5,6,7,102, | Australian equivalents to IFRSs and|
107, 108, 110, 112, 114, 116, | additional Australian disclosures
117, 118, 119, 120, 121, 127, | should be eliminated, other than
128, 129, 130, 131, 132, 133, | those now considered particularly
134, 136, 137, 138, 139, 141, | relevant in the Australian reporting
1023 & 1038] environment.
AASB AASB 2 — Group and Treasury Addresses whether certain types of 1 March Refer to AASB 2007-1 above| 1 January 20P8
Interpretation | Share Transactions share-based payment transactions 2007
11 with employees (or other suppliers gf
good and services) should be
accounted for as equity-settled or a:
cash-settled transactions under
AASB 2. It also specifies the
accounting in a subsidiary’s financial
statements for share-based payment
arrangements involving equity
instruments of the parent.
AASB AASB 119 — The Limiton a Aims to clarify how to determine in 1 January The Group does have a 1 January 2008|
Interpretation | Defined Benefit Asset, normal circumstances the limit on the 2008 defined benefit pension plan
14 Minimum Funding asset that an employer’s balance and as such this interpretation
Requirements and their sheet may contain in respect of its may have an impact on the
Interaction defined benefit pension plan. Group’s financial report. The
Group has not yet determine
the extent of the impact, if
any.

. designates the beginning of the applicable anragadrting period

Adoption of new accounting standard

The Group has adopted AASB 7 Financial Instrumebisclosures and all consequential amendments wéchme applicable on 1 January 2007.
The adoption of this standard has only affected thisclosure in these financial statements. Thaseleen no affect on profit and loss or the
financial position of the entity.

(b) Principals of consolidation
The consolidated statement comprises the finasti@éments of BP Australia Group Pty Ltd and itsstdiaries as at 31 December 2007 (‘The
Group’).

Subsidiaries are fully consolidated from the datemnich control is transferred to the Group. Tlaeg deconsolidated from the date that control
ceases.



BP AUSTRALIA GROUP PTY LTD

NOTES TO THE FINANCIAL STATEMENTS (continued)

31 DECEMBER 2007
1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES(continue d)
The financial statements of subsidiaries are pexpfor the same reporting period as the parent aognpsing consistent accounting policies.

Intercompany transactions, balances and unreafjséts on transactions between Group companieslianma@ed. Unrealised losses are also
eliminated unless costs cannot be recovered. Attaupolicies of subsidiaries have been changeer@hecessary to ensure consistency with the
policies adopted by the Group.

Minority interests in the results and equity of sidiaries are shown separately in the consolidaiszme statement and balance sheet respectively.
(c) Joint Venture Operations

The group’s interest in its joint venture operatisnaccounted for in recognising the group’s asdetbilities and expenses of a joint venture
operation they have been incorporated in the fildstatements under the appropriate headingsailBeff the joint venture are set out in note 11.

Joint Venture Entities

The interest in a joint venture partnership is acted for in the consolidated financial statemesisag the equity method and is carried at cost by
the parent entity. Under the equity method, therestof the profits or losses of the partnershigsracognised in the income statement, and the
share of movements in reserves is recognised émves in the balance sheet.

Profits or losses on transactions establishingdime venture partnership and transactions withjtfiet venture are eliminated to the extent of the
Group’s ownership interest until such time as they realised by the joint venture partnership omsamption or sale, unless they relate to an
unrealised loss that provides evidence of the impait of an asset transferred.

(d) Foreign currency translation

Functional and presentation currency

The functional currency of BP Australia Group Pty [(Parent company) and its subsidiary BP Develogmestralia Pty Ltd is United States
dollars. The functional currency of all other BPs#nalia Group Pty Ltd subsidiaries is Australiafiats. The consolidated financial statements are
presented in Australian dollars.

Transactions and Balances

Foreign currency transactions are translated ledunctional currency using the exchange rategajiileg at the dates of the transactions. Foreign
exchange gains and losses resulting from the settleof such transactions and from the translatoyear end exchange rates of monetary assets
and liabilities denominated in foreign currencies @cognised in the income statement.

Translation differences on non-monetary items, sasckquities held at fair value through profitasd, are reported as part of the fair value gain or
loss.

(e) Revenue recognition

Revenue is recognised when the significant risk @wehrds of ownership of the goods have passebetdayer and the costs incurred or to be
incurred in relation to the transaction can be messreliably. Risk and rewards of ownership amstdered passed to the buyer at the time of
delivery of the goods to the customer.

Sale of Goods

Control of the goods has passed to the buyer.

Rendering of Services

Control of a right to be compensated for the sesvitas been attained.
Interest

Control of a right to receive the interest payment.

Dividends

Control of a right to receive the dividend payment.

(f) Deferred income

Amounts received for gas volumes not yet takercgoedance with take-or-pay contracts are recordedeerred income. These amounts will be
recognised as sales revenue when the gas to wiggielyments relate is delivered to the purchaser.

(g) Income Tax

The income tax expense or revenue for the peritittisax payable on the current period’s taxatktenme based on the national income tax rate for
each jurisdiction adjusted by changes in deferagdassets and liabilities attributable to tempodifferences between the tax bases of assets and
liabilities and their carrying amounts in the fical statements, and to unused tax losses.

Deferred tax assets and liabilities are recognfsedemporary differences at the tax rates expettedpply when the assets are recovered or
liabilities are settled, based on those tax rat@isiware enacted or substantively enacted for paiduliction. The relevant tax rates are applied t
the cumulative amounts or deductible and taxabigteary differences to measure the deferred taat assliability. An exception is made for
certain temporary differences arising from theiahitecognition of an asset or a liability. No eeéd tax asset or liability is recognised in lielat

to these temporary differences if they arose imasaction, other than a business combination,ahéte time of the transaction did not affect
either accounting profit or taxable profit or loss.

Deferred tax assets are recognised for deductbiporary differences and unused tax losses oiilysiforobable that future taxable amounts will
be available to utilise those temporary differeraed losses.

Deferred tax liabilities and assets are not ressghifor temporary differences between the carrgmgpunt and tax bases of investments in

controlled entities where the parent entity is abolecontrol the timing of the reversal of the temgy differences and it is probable that the
differences will not reverse in the foreseeablarfeit

10



BP AUSTRALIA GROUP PTY LTD

NOTES TO THE FINANCIAL STATEMENTS (continued)

31 DECEMBER 2007
1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continu ed)
Current and deferred tax balances attributablertouats recognised directly in equity are also re@syl directly in equity.

(h) Other Taxes
Revenue expenses and other taxes are measurddmeamount of GST.

Commitments and contingencies are disclosed risecimount of GST recoverable from or payable étdlxation authority.

(i) Leases

Leases in which a significant portion of the risked rewards of ownership are retained by the lemsorlassified as operating leases (note 25).
Payments made under operating leases (net of aeptimes received from the lessor) are chargetié¢dricome statement on a straight-line basis
over the period of the lease.

Finance leases, which transfer to the Group sntially all the risks and benefits incidental tormvship of the leased item, are capitalised at the
inception of the lease at the fair value of theséghasset. Lease payments are apportioned bethedinance charges and reduction of the lease
liability so as to achieve a constant rate of igéion the remaining balance of the liability. Fioe charges are recognised as an expense in profit
or loss. Capitalised leased assets are depreciagzdhe lease term.

() Impairment of assets

Assets that have an indefinite useful life are sudtject to amortisation and are tested annuallynfigrairment. The company assesses assets or
groups of assets for impairment whenever eventhanges in circumstances indicate that the carwahge of an asset may not be recoverable.
Individual assets are grouped for impairment assest purposes at the lowest level at which theeeidentifiable cash flows that are largely
independent of the cash flows of other groups séts If any such indication of impairment exmtsvhen annual impairment testing for an asset
group is required, the company makes an estimate ofcoverable amount. An asset group’s rectweramount is the higher of its net realisable
value and its value in use. Where the carrying athofian asset group exceeds its recoverable amienasset group is considered impaired and
is written down to its recoverable amount. In asisesvalue in use, the estimated future cash flavesadjusted for the risks specific to the asset
group and are discounted to their present valuggusipre-tax discount rate that reflects currenketassessments of the time value of money.

An assessment is made at each reporting datevesetber there is any indication that previouslyogised impairment losses may no longer exist
or may have decreased. If such indication exibts récoverable amount is estimated. A previoustpgaised impairment loss is reversed only if

there has been a change in the estimates usedetondee the asset’s recoverable amount since #tengairment loss was recognised. If that is

the case, the carrying amount of the asset isaseckto its recoverable amount. That increased @ingannot exceed the carrying amount that
would have been determined, net of depreciatiod naimpairment loss been recognised for the @sgetor years. Such reversal is recognised as
profit or loss. After such a reversal, the deprémiacharge is adjusted in future years to allotheasset’s revised carrying amount, less any
residual value, on a systematic basis over its inuseful life.

Impairment losses recognised for goodwill are mdisequently reversed.

(k) Cash and cash equivalents
Cash on hand and in banks and short-term depuosittated at nominal value.

For the purposes of the Statement of Cash Flovey iceeludes cash on hand; cash in banks and moaeketrinvestments readily convertible to
cash within 2 working days, net of outstanding bawnérdrafts.

Bank overdrafts are carried at the principal amoumnterest is charged as an expense as it accrues.

There are no cash flows of the parent entity asaah transactions are made on behalf of the dtiBP Finance Australia Pty Ltd, a subsidiary of
the parent.

() Trade receivables
Trade receivables are recognised initially atValue and subsequently measured at amortisedlesstprovision for doubtful debts.

Collectibility of trade receivables is reviewed an ongoing basis. Debts which are known to be ligatible are written off. A provision for
doubtful receivables is established when therebjsative evidence that the Group will not be alectllect all amounts due according to the
original terms of receivables. The amount of thevjsion is the difference between the asset’'sygagramount and the present value of estimated
future cash flows, discounted at the effectiveregerate. The amount of the provision is recagphis the income statement.

(m) Inventories

Inventories are valued at the lower of cost andrealisable value. Cost comprises direct materitect labour and an appropriate proportion of
variable and fixed overhead expenditure, the ldténg allocated on the basis of normal operatagacity. Costs are assigned on the basis of First
In First Out”. Net realisable value is the estietaselling price in the ordinary course of businless the estimated costs of completion and the
estimated costs necessary to make the sale.

(n) Investments and other financial assets

The Group classifies its investments in the follogvcategories:
. Financial assets at fair value through profit @slo
. Loans and receivables;
. Held-to-maturity investments; and
. Available-for-sale financial assets.

The classification depends on the purpose for wttiehinvestments were acquired. Management deteshe classification of its investments at
initial recognition and re-evaluates this desigimatit each reporting date.
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BP AUSTRALIA GROUP PTY LTD

NOTES TO THE FINANCIAL STATEMENTS (continued)

31 DECEMBER 2007
1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continu ed)

Financial assets at fair value through profit osko

This category has two sub-categories: financiattadseld for trading, and those designated at/&ire through profit or loss on initial recognition

A financial asset is classified in this categorgdfjuired principally for the purpose of sellingtlire short term or if so designated by management.
The policy of management is to designate a findrasset if there exists the possibility it will beld in the short term and the asset is subject to
frequent changes in fair value. Derivatives ase ahtegorised as held for trading unless thegl@esgnated as hedges. Assets in this category are
classified as current assets if they are eithet fegltrading or are expected to be realised wifirmonths of the balance sheet date.

Loans and receivables

Loans and receivables are non derivative finarasakts with fixed or determinable payments thahatejuoted in an active market. They arise
when the Group provides money, goods or servicestlly to a debtor with no intention of selling theceivable. They are included in current
assets, except for those with maturities greatan tt2 months after the balance sheet date whiclelaseed as non-current assets. Loans and
receivables are included in receivables in therlwaaheet (notes 7 and 10).

Held-to-maturity investments
Held-to-maturity investments are non-derivativeafinial assets with fixed or determinable paymemts fixed maturities that the Group’s
management has positive intention and ability td o maturity.

Purchases and sales of investments are recogmsgdde-date — the date on which the Group comtmifsirchase or sell the asset. Investments
are initially recognised at fair value plus trartgaccosts for all financial assets not carrieaatvalue through profit and loss. Financial assee
derecognised when the rights to receive cash floova the financial assets have expired or have Iersferred and the Group has transferred
substantially all the risks and rewards of owngrshi

Financial assets at fair value through profit ameklare subsequently carried at fair value. Laawsreceivables and held-to-maturity investments
are carried at amortised cost using the effectiterést method. Realised and unrealised gainsoasds arising from changes in the fair value of
the financial assets at fair value through profitoss’ category are included in the income staterm the period which they arise.

(o) Fair value estimation
The fair value of financial assets and liabilitreast be estimated for recognition and measurenrefiot disclosure purposes.

The fair value of forward exchange contracts i®dained using forward exchange market rates dbakence sheet date.

The nominal value less estimated credit adjustmeftside receivables and payables are assumezptoxamate their fair values. The fair value
of financial liabilities for disclosure purposeseistimated by discounting the future contractuahdéows at the current market interest rate that i
available to the Group for similar financial instrants.

(p) Property, plant & equipment

For those assets with an expected life that areceged with specific production, amortisation &stetmined on a unit of production basis. At
current production levels, the maximum useful lifethe assets depreciated on a unit of productasisb(including buildings and plant and
equipment) is 23 years. All other property, plantl equipment are stated at historical cost lepsedition. Historical cost includes expenditure
that is directly attributable to the acquisitioniteims.

Subsequent costs are included in the asset’s ngrynount or recognised as a separate asset, apagie, only when it is probable that future
economic benefits associated with the item willWflto the Group and the cost of the item can be oredsreliably. All other repairs and
maintenance are charged to the income statemeingdbe financial period in which they are incurred

Land is not depreciated. Depreciation on otheetass calculated using the straight line methodlitmcate their cost or revalued amounts, net of
their residual values, over their estimated udéefak, as follows:

Freehold buildings 20 - 30 years
Plant and equipment 2.5 - 30 years
Plant and equipment under Finance Lease 5 years

The assets’ residual values and useful lives arewed, and adjusted if appropriate, at each belaheet date. An asset’s carrying amount is
written down immediately to its recoverable amoifirthe asset’s carrying amount is greater thare#Smated recoverable amount. Gains and
losses on disposals are determined by comparirggeds with carrying amount.

(q) Intangible assets

Goodwill

Goodwill represents the excess of the cost of @uiaition over the fair value of the Group’s shafeghe net identifiable assets of the acquired
subsidiary/associate at the date of acquisitiomod®iill on acquisitions of subsidiaries is includadntangible assets. Goodwill is reviewed for
impairment annually or more frequently if eventsabranges in circumstances indicate that it mightinyeaired, and is carried at cost less
accumulated impairment losses. Gains and losst#geatisposal of an entity include the carrying ant@f goodwill relating to the entity sold.

Goodwill is allocated to cash-generating unitstfog purpose of impairment testing. Each of thash@enerating units represents the Group’s
investment in each country of operation by eaclmary reporting segment. Refer to note 14 “Intalegihssets & Goodwill” for further
information.

Retention Lease

Retention lease or exploration licence costs dtialiy capitalised within intangible fixed assetdpon determination of economically recoverable
reserves (‘proved reserves’ or commercial reseyvé® costs are aggregated with exploration experedand held on a field-by-field basis as
proved properties awaiting approval within intarlgibssets. When development is sanctioned, theargleexpenditure is transferred to tangible
production assets.

Each property is reviewed on an annual basis tdirconthat drilling activity is planned and the peay is not impaired. If no future activity is
planned, the remaining balance of the licence igemroff.
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BP AUSTRALIA GROUP PTY LTD

NOTES TO THE FINANCIAL STATEMENTS (continued)

31 DECEMBER 2007
1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continu ed)

Development Costs
Computer software costs are capitalised as inténgibsets and when the development has obtaineghahtsanction, the relevant expenditure is
transferred to tangible assets. These have a ugefaf three to five years.

(r) Trade and other payables

Trade payables and other payables are carried atiaed costs and represent liabilities for goodd services provided to the group prior to the
end of the financial year that are unpaid and asisen the group becomes obliged to make future paysnin respect of the purchase of these
goods and services.

Payables to related parties are carried at theipghamount. Interest, when charged by the lerideecognised as an expense on an accrual basis.

(s) Borrowings

Borrowings are initially recognised at fair valuest of transaction costs incurred. Borrowingssresequently measured at amortised cost. Any
difference between the proceeds (net of transactists) and the redemption amount is recognisédeinncome statement over the period of the
borrowings using the effective interest method.

Borrowings are classified as current liabilitiedass the Group has an unconditional right to deéttlement of the liability for at least 12 months
after the balance sheet date.

(t) Borrowing costs
Borrowing costs incurred for the construction of/ ajualifying assets are capitalised during theqeeof time that is required to complete and
prepare the asset for its intended use or salker@brrowing costs are expensed. The amountadigeid in 2007 is A$ NIL.

(u) Provisions

Provisions are recognised when:
. The Group has a present legal or constructive atiig as a result of past events;
. It is probable that an outflow of resources willreguired to settle the obligation; and
. The obligation can be reliably estimated.

Provisions are not recognised for future operakisges. Where there are a number of similar ddigs, the likelihood that an outflow will be
required in settlement is determined by considettiegclass of obligations as a whole.

The provision for restoration represents the prowmigor environmental clean up of refineries, tareds and retail sites. This includes provisions
for terminals that have been sold, are plannecetsdtd or are operating where there is a knownleroelbhat requires attention.

(v) Exploration, evaluation, development and restoratio costs

Costs carried forward

Costs arising from exploration and evaluation diitiy are carried forward provided such costs apeeted to be recouped through successful
development, or by sale, or where exploration araduation activities have not, at balance dateghed a stage to allow a reasonable assessment
regarding the existence of economically recoveredserves.

Restoration costs
Restoration costs that are expected to be inciaregrovided for as part of the cost of the expiona evaluation, development, construction or
production phases that give rise to the need &ioration.

At the date a provision for rehabilitation is remui to be recognised, the present value of theigiomvand an asset is recognised at that date. The
asset is depreciated over the term of its usd&iblnd the discount on the associated provisioeléased to the P&L over the term. Any changes in
the estimates are adjusted on a prospective lhaglstermining the restoration obligations, thetgrtad assumed no significant changes will occur
in the relevant Federal and State legislation latien to restoration in the future.

(w) Employee entitlements

Wages and salaries, annual leave and sick leave

Liabilities for wages and salaries, including nonratary benefits, annual leave and accumulatin Isiave expected to be settled within 12
months of the reporting date are recognised inrgtlgables in respect of employees’ services uneoreporting date and are measured at the
amounts expected to be paid when the liabilitiessattled. Liabilities for non-accumulating sielaVe are recognised when the leave is taken and
measured at the rates paid or payable.

Long Service Leave

The liability for long service leave is recognisedthe provision for employee benefits and measwa®gdhe present value of expected future
payments to be made in respect of services provigeemployees up to the reporting date. Consiteras given to expected future wage and
salary levels, experience of employee departurespemiods of service. Expected future paymentsdiseounted using market yields at the
reporting date on national government bonds witms$eto maturity and currency that match, as closslypossible, the estimated future cash
outflows.

Retirement benefit obligations

All employees of the Group are entitled to beneditsretirement, disability or death from the Graupuperannuation plan. The Group has a
defined benefit section and defined contributioctise within its plan. The defined benefit sectiprovided defined lump sum benefits based on
years of service and final average salary. Thaeeéfcontribution section receives fixed contribnt from the Group companies and the Group’s
legal or constructive obligation is limited to teesontributions.

A liability or asset in respect of defined bensfiperannuation plans is recognised in the balameet,sand is measured as the present value of the
defined benefit obligation at the reporting datasplinrecognised actuarial gains (less unrecograstghrial costs) less the fair value of the
superannuation fund’s assets at that date and mmegcegnised past service cost. The present vdltleealefined benefit obligation is based on
expected future payments which arise from membgshihe fund to the reporting date, calculateduatiy by independent actuaries using the
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BP AUSTRALIA GROUP PTY LTD

NOTES TO THE FINANCIAL STATEMENTS (continued)

31 DECEMBER 2007
1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continu ed)

projected unit credit method. Consideration isegivo expected future wage and salary levels, eper of employee departures and periods of
service.

Expected future payments are discounted using maikkls at the reporting date on national govemirt#onds with terms to maturity and
currency that match, as closely as possible, tti@ated future cash outflows.

Actuarial expenses such as current service cositsnéerest are taken directly to the profit andslascount. The difference between the actuarial
assessment and the liability sitting in the bodkBm® are taken directly to equity.

Past service costs are recognised immediatelycioniie, unless the changes to the superannuatiorafiencbnditional on the employees remaining
in service for a specified period of time (the uggtperiod). In this case, the past service castsamortised on a straight-line basis over the
vesting period.

Future taxes that are funded by the entity andpare of the provision of the existing benefit oklin (e.g. taxes on investment income and
employer contributions) are taken into account #asuring the net liability or asset.

Contributions to the defined contribution fund aeeognised as an expense as they become payatgpaidPcontributions are recognised as an
asset to the extent that a cash refund or a rentuictithe future payments available.

Share-based payments

Equity settled transactions:

The Group provides benefits to employees (includiagior executives) in the form of share-based pays) whereby employees render services in
exchange for shares or rights over shares (eqettied transactions).

The cost of these equity-settled transactions wiitiployees is measured by reference to the faievafithe equity instruments at the date at which
they are granted and is recognised as an expemrselm vesting period, which ends on the date oichwthe relevant employees become fully
entitled to the award. The fair value is determibgdising an appropriate valuation model.

Information relating to these schemes is set onbte 26.
(x) Contributed equity
Ordinary shares are classified as equity. Increatesosts directly attributable to the issue of nglvares or options are shown in equity as a

deduction, net of tax, from the proceeds. Incraalerosts directly attributable to the issue of revares or options, or for the acquisition of a
business, are included in the cost of the acqoisés part of the purchase consideration.
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BP AUSTRALIA GROUP PTY LTD

NOTES TO THE FINANCIAL STATEMENTS (continued)

31 DECEMBER 2007

Millions of dollars

CONSOLIDATED BP Australia Group Pty Ltd
Notes 2007 2006 2007 2006
2. REVENUE
Revenues from continuing operations
Sales Revenue
Revenue from sale of goods 16,001.2 15,429.7 - -
Revenue from services 491.2 4155 - -
16,492.4 15,845.2 - -
Other Revenue
Rent 35 4.7 - -
Dividends
- related parties within wholly-owned group - - - 850.0
- other corporations 5.8 7.0 - -
Interest
- related parties — common controlled entities 54.4 46.5 - -
- other person/corporations 2.1 - - -
Total interest 56.5 46.5 - -
Bad Debts Recovered - 14 - -
Cost recoveries 64.6 34.4 - -
Other revenue 75 4.7 - -
137.9 98.7 - 850.0
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BP AUSTRALIA GROUP PTY LTD

NOTES TO THE FINANCIAL STATEMENTS (continued)

31 DECEMBER 2007

Millions of dollars
CONSOLIDATED BP Australia Group Pty Ltd

Notes 2007 2006 2007 2006
3. EXPENSES
Cost of sales
Upstream
Costs of production
Production costs 171.3 1915

Royalty 166.7 164.6
Depreciation and amortisation
Plant and equipment 570.4 209.2
Buildings - -
Provision for restoration of operating locat - -
908.4 565.3
Downstream
Depreciation and amortisation
Plant and equipment 35 57.7
Raw materials and consumables used
Changes in inventories of finished goods w&ntk in (416.1) 200.4
progress
Raw materials and consumables used 12,533.2 12,086.7
12,117.1 12,287.1
Total cost of sales 13,029.0 12,910.1
Depreciation expense
Upstream
Plant and equipment 570.4 209.2
Buildings - -
Provision for restoration of operating locat - -
Downstream
Depreciation of non-current assets
Plant and equipment 67.5 361.4
Buildings 35 3.6
Amortisation of non-current assets 24 -
Total depreciation and amortisation expense 643.8 574.2
Finance costs — net
Interest expense
Wholly owned group - -
Other related parties — common controlledtiesti 284.3 2714
Other persons/corporations (0.5) 6.5
Unwind of restoration of operating locations - 2.7
Total finance costs 283.8 280.6
Bad and doubtful debts — trade receivables 0.9 (1.4)
Superannuation contributions — Defined benefit fund 17.8 21.7
Superannuation contributions — Defined contribufiomds 16.4 14.2
Operating lease rental :
-minimum lease payments 6.4 23.4
Total operating lease rental 6.4 234
Net (profit)/loss on sale of non-current assets (3.4) 5.8

16



BP AUSTRALIA GROUP PTY LTD

NOTES TO THE FINANCIAL STATEMENTS (continued)

31 DECEMBER 2007

Millions of dollars

CONSOLIDATED BP Australia Group Pty Ltd
Notes 2007 2006 2007 2006
4. INCOME TAX
Major components of income tax expense for thesyeaded
31 December 2007 and 2006 are:
Income Statement
Current income tax
Current income tax charge 673.6 509.4 - -
Adjustments in respect of current income tagrefvious (15.2) (6.7) - -
years
Deferred income tax
Relating to origination and reversal of tempypra (194.1) (71.4) - -
differences
Income tax expense reported in income statement 464.3 431.3 - -
Recognised directly in equity
Deferred income tax
Other (56.9) (67.4) - -
Income tax benefit reported in equity (56.9) (67.4) - -
A reconciliation of income tax expense applicable t
accounting profit before income tax at the statutocome
tax rate to income tax expense at the Group’s &ffec
income tax rate for the years ended 31 Decembef 200
2006 is as follows:
Accounting profit before tax from continuing opéoat 1,895.5 1,441.6 32.8 874.6
At the statutory income tax rate of 30% (2006: 30%) 568.6 432.6 9.8 262.4
Adjustments in respect of current income thgrevious (12.2) (7.4) - -
years
Non-taxable gain on sale (0.4) 0.4 - -
Research and development (2.0) (1.5) - -
Expenditure not allowable for income tax pug® - 0.3 - -
Unrealised exchange results (9.1) (4.1) (9.8) (7.4)
Group Dividends - - - (255.0)
Other (81.6) 11.0 - -
Gain arising from restatement of deferredli@bilities due - - - -
to the reset of the tax base of assets uadeydansolidation
At effective income tax rate of 25% (Parent 5%)@30%, 464.3 431.3 - -
Parent 0%)
Income tax expense reported in income statement 464.3 431.3 - -
464.3 431.3 - -
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BP AUSTRALIA GROUP PTY LTD

NOTES TO THE FINANCIAL STATEMENTS (continued)

31 DECEMBER 2007

4. INCOME TAX (continued)

Millions of dollars Millions of dollars
CONSOLIDATED BP Australia Group Pty Ltd
Balance Sheet Income Statement Balance Sheet Income Statement
2007 2006 2007 2006 2007 2006 2007 2006
Deferred income tax
Deferred income tax at 31 December relates todtenfing:
CONSOLIDATED
Deferred income tax liabilities
Accelerated depreciation for tax purposes (1,021.3) (1,284.6) (263.3) (158.8) - - - -
Trading Stock (1.3) (0.7) 0.6 (0.0) - - - -
Foreign exchange (0.9) (1.2) (0.3) 1.2 - - - -
Prepayments (10.3) (15.6) (5.3) 3.4 - - - -
Other - -
Gross deferred income tax liabilities (1,033.8) (1,302.1) - -
CONSOLIDATED
Deferred income tax assets:
Foreign exchange - - - 25 - - - -
Provisions 92.8 112.7 (37.0) (67.0) - - - -
Accruals 4.0 24 (1.6) 12.1 - - - -
Other 17 0.7 (2.0) 0.3 - - - -
Deferred tax in Equity - - 56.9 67.4 - - - -
Gross deferred income tax assets 98.5 115.8 - -
Deferred income tax charge (251.0) (138.9) - -

Tax consolidation

BP Regional Australasia Holdings Pty Ltd and it®%0affiliated Australian companies are a tax cadswéd (MEC) group. Members of the group have egtérto a tax sharing arrangement in order to atlvincome tax expense to the
members of the MEC group on a pro-rata basis. Atgter the Agreement, all members of the MEC groemat jointly and severally liable for any taxateld liability that the Head company fails to paytime. Thus members may leave
the group clear of certain income tax related ligds. At the balance date, the possibility efallt is remote. The head entity of the tax cddstéd MEC group is BP Regional Australasia Holdifgy Ltd.
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BP AUSTRALIA GROUP PTY LTD

NOTES TO THE FINANCIAL STATEMENTS (continued)

31 DECEMBER 2007

5. CORRECTION OF ERRORS AND REVISION OF ACCOUNTING ESTIMATES

(@) Correction of error in recording the retained eagrof the group

Due to a duplicated recognition of an intercompiagsaction between two subsidiaries of the gr8#psSolar Australia Pty Ltd and BP
Finance Australia Pty Ltd in the year ended 31 Déxer 2002, the retained earnings of the group we@rectly recorded.

This error had the effect of understating the cbdated trade receivables by $34,148,3@/Mile understating the consolidated retai
earnings by $34,148,307.

This error has been retrospectively corrected biating each of the affected financial stagatrine items for the prior year, as descri
above.

Millions of dollars

CONSOLIDATED BP Australia Group Pty Ltd
Notes 2007 2006 2007 2006
6. DIVIDENDS PAID AND PROPOSED
Declared and paid during the year
Dividends on ordinary shares: - 850.0 - 850.0
- 850.0 - 850.0

Millions of dollars

CONSOLIDATED BP Australia Group Pty Ltd
2007 2006 2007 2006
7. TRADE AND OTHER RECEIVABLES
(CURRENT ASSETS)
Trade receivables 1,435.2 789.9 - -
Allowance for doubtful debts (a) (10.1) (12.1) - -
1,425.1 777.8 - -
Sundry receivables (b) 97.7 35.3 - -
Advances to joint venture operator (c) 4.4 4.6 - -
Amounts other than trade debts receivable fromedlparties:
Other related parties — common controlled entities (d) 1,191.6 1,500.1 - -
1,293.7 1,540.0 - -
2,718.8 2,317.8 - -

(a) Allowance for doubtful debits

Trade receivables are non-interest bearing andexrerally on 30-60ay terms. A provision for doubtful debts is recaga when ther
is objective evidence that an individual trade reatele becomes bad debt. An impairment loss of §0.92006:-$1.4mil)has beel
recognised by the Group and $0 by the parent coynipathe current year. These amounts have beeundadlin the profit and loss item.

Movement in the provision for bad-doubtful debts
Millions of dollars

CONSOLIDATED BP Australia Group Pty Ltd
2007 2006 2007 2006
At 1 January 12.1 16.8 - -
Charge for the year 0.9 (1.4) - -
Foreign Exchange Translation - - - -
Amount written off (2.9) (3.3) - -
At 31 December 10.1 121 - -

(b) Sundry debtors and other receivables are dderurormal commercial terms and conditions.
(c) Details in the interest in joint venture cgiéons are set out in note 15.
(d) Details of the terms and conditions of relgtedty receivables are set out in note 30.

19



BP AUSTRALIA GROUP PTY LTD

NOTES TO THE FINANCIAL STATEMENTS (continued)

31 DECEMBER 2007

Millions of dollars

CONSOLIDATED BP Australia Group Pty Ltd
2007 2006 2007 2006
8. INVENTORIES (CURRENT ASSETS)
Project stores — at cost 17.1 14.6 - -
Raw materials and stores - at cost 787.5 464.6 - -
Provision for stores write-off (2.9) (6.8) - -
801.7 472.4 - -
Finished goods - at cost 796.7 609.1 - -
Other inventory - at cost 19.2 18.1 - -
Total inventories at lower of cost and net realisatalue 1,617.7 1,099.6 - -

Millions of dollars
CONSOLIDATED BP Australia Group Pty Ltd
2007 2006 2007 2006
9. OTHER CURRENT ASSETS

Prepayments 13.3 29.¢ - -

Millions of dollars
CONSOLIDATED BP Australia Group Pty Ltd

2007 2006 2007 2006
10. TRADE AND OTHER RECEIVABLES (NON-
CURRENT ASSETS)
Investment loans to other companies - A - -
Customer loans 22.0 23.2 - -
22.0 30.0 - -

Millions of dollars

CONSOLIDATED BP Australia Group Pty Ltd
Notes 2007 2006 2007 2006
11. INVESTMENTS ACCOUNTED FOR USING THE
EQUITY METHOD
Investments in JV Entities (a) 5.9 34 - -

(a) Investments in JV Entities

BP Australia Group Pty Ltd has a 50% interest itheaf Australasian Lubricants Manufacturing Comp&ty Ltd , which is involved in
the manufacture of lubricants and Westoil Petrol@iynLtd, a regional distributor of fuel and lulaits. BP Australia Group Pty also
owns 20% of Airport Fuel Services Pty Ltd, whicloyides fuel facilities at Sydney airport.
There are no impairment losses relating to thestments and no capital commitments or other comeriterelating to the jointly
controlled entities.
The following table illustrates summarised finahaidormation of the group’s investments :

Millions of dollars

CONSOLIDATED

2007 2006
Share of JVs' balance sheets
Current assets 63.7 77.6
Non-current assets 10.6 25.6
Current liabilities (55.8) (86.9)
Non-current liabilities (12.6) (12.9)
Net assets 59 3.4
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BP AUSTRALIA GROUP PTY LTD

NOTES TO THE FINANCIAL STATEMENTS (continued)

31 DECEMBER 2007

11. INVESTMENTS ACCOUNTED FOR USING THE Millions of dollars
EQUITY METHOD (continued)
CONSOLIDATED

2007 2006
Share of JVs’ profit or loss:
Revenue 287.2 288.3
Profit before income tax 2.6 18
Income tax expense - -
Profit after income tax 2.6 1.8

12. OTHER FINANCIAL ASSETS (NON-CURRENT ASSETS)
Millions of dollars

CONSOLIDATED BP Australia Group Pty Ltd
2007 2006 2007 2006
Related entities - Shares unlisted B 29 71129 7.112.9
Investment at cost - Other 364 13.0 . .
- Lo 1.7) (1.9) - -
Investment at cost — Other — Provision for dimionton other
34.7 14.0 7,112.9 7,112.9

13. PROPERTY, PLANT AND EQUIPMENT
Millions of dollars

Consolidated Land & Plant & Plant & Work In Total
Buildings Equipment  Equipment — Progress
production
phase

At 31 December 2006

Cost 212.8 3,025.7 8,566.2 318.1 12,122.8
Provision for depreciation (26.8) (976.4) (3,730.4) - (4,733.6)
Net book amount 186.0 2,049.3 4,835.8 318.1 7,389.2

Year ended 31 December 2006

Opening net book amount 431.2 1,571.7 5,329.1 229.5 7,561.5
Exchange Translation - (121.6) (165.7) 0.1) (287.4)
Additions 9.2 0.4 586.1 2451 840.8
Disposals (2.5) (3.6) (2.6) - 8.7)
Transfers (248.3) 671.9 (410.0) (156.4) (142.8)
Depreciation charge (3.6) (69.5) (501.1) - (574.2)
Closing net book amount 186.0 2,049.3 4,835.8 318.1 7,389.2

At 31 December 2007

Cost 226.0 2,936.0 8,345.4 800.9 12,308.3
Provision for depreciation (34.2) (1,023.7) (4,007.9) - (5,065.8)
Net book amount 191.8 1,912.3 4,337.5 800.9 7,242.5

Year ended 31 December 2007

Opening net book amount 186.C 2,049.2 4,835.8 318.1 7,389.2
Exchange Translation - (110.3) (92.2) (43.0) (245.5)
Additions 0.4 0.8 276.2 4714 748.8
Disposals (3.2) (0.8) 2.7) - (6.7)
Transfers (@ 12.1 40.8 (109.2) 54.4 (1.9
Depreciation charge (3.5) (67.5) (570.4) - (641.4)
Closing net book amount (b) 191.8 1,912.3 4,337.5 800.9 7,242.5

(a) The transfers of WIP asset include a reclasgifin of Train 5 assets from Plant & Equipmentedpction phase into WIP. The carrying
amount of the Train 5 assets is $336,933,650 3% Btecember 2007 (2006: $226,374,303).
(b) The closing net book amount of the entitiesp equipment includes an amount of $166,191.9DE2 $0) related to leased assets.
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BP AUSTRALIA GROUP PTY LTD

NOTES TO THE FINANCIAL STATEMENTS (continued)

31 DECEMBER 2007

14. INTANGIBLE ASSETS AND GOODWILL
Millions of dollars

Consolidated Goodwill Retention  Development Total
Lease Costs

At 31 December 2006

Cost 215.3 400.4 9.3 625.0

Accumulated amortisation and depreciation - - (1.3) (1.3)

Net book amount 215.3 400.4 8.0 623.7

Year ended 31 December 2006

Opening net book amount 209.4 360.5 45 574.4
Additions 5.9 39.9 4.8 50.6
Amortisation - - (1.3) (1.3)
Impairment charge - - - -
Closing net book amount 215.3 400.4 8.0 623.7
At 31 December 2007

Cost 214.7 427.4 8.4 650.5
Accumulated amortisation and depreciation - (0.9 (2.4) (3.3)
Net book amount 214.7 426.5 6.0 647.2
Year ended 31 December 2007

Opening net book amount 215.3 400.4 8.0 623.7
Additions - 27.0 0.4 27.4
Transfer (0.5) - - (0.5)
Disposals (0.1) - - (0.2)
Amortisation - - (2.4) (2.4)
Impairment charge - (0.9) - (0.9
Closing net book amount 214.7 426.5 6.0 647.2

(@) The ultimate recoupment of costs carried fodifar exploration and evaluation phases is depetnole the successful development
and commercial exploitation or sale of the respeatipstream areas. Amortisation of the costsezhfdrward for the development
phase is not being recognised pendingdbmmencement of production.

Goodwill acquired through business combinationseHasen allocated to 2 individual cash generatintg fior impairment testing as follows:

. Marketing Australia
. Exploration and Production

Exploration and Production

The recoverable amount of the Exploration and Rethdn unit has been determined based on a valuseéncalculation. To calculate this, cash
flow projections are based on financial budgetsemd by senior management covering a 10 to 20ye@od. The discount rate applied to cash
flow projections is a pre-tax risk adjusted rate @%6.

Retention Lease

Retention leases comprise gas discoveries andramted for 5 years in anticipation of future depehents and are renewable. These relate to
exploration permits in the Browse Basin that ardaveloped at this stage. The leases have appikaiatalue due to higher oil and gas prices and
therefore no amortisation is recorded against thesets.

Development Costs

Development costs are capitalised at cost. Thangible asset has been assessed as having difeiged is amortised using the straight line
method over their expected useful lives. If an impant indication arises, the recoverable amousstsnated and an impairment loss is
recognised to the extent that the recoverable ahislmwer than the carrying amount.
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15. INTEREST IN JOINT VENTURE OPERATIONS
The Consolidated Entity has a 16.67% interest énas$sets, liabilities and output of the North W&ise|f joint venture operation, whi
produces liquefied natural gas, domestic gas, amate, liquefied petroleum gas, and oil in Westarstralia.

The net assets employed in the joint venture aleded in the financial statements as follows:

Millions of dollars
CONSOLIDATED BP Australia Group Pty Ltd

2007 2006 2007 2006
CURRENT ASSETS
JV Cash Assets 4.4 4.6 - -
JV Receivable 8.1 9.0
Inventories - spare parts at cost 14.0 14.6 - -
TOTAL CURRENT ASSETS 26.5 28.2 - -
NON-CURRENT ASSETS
Work-in-progress 362.€ 253.9 - -
Plant & equipment - at WDV 1,428.2 1,533.5 - -
TOTAL NON-CURRENT ASSETS 1,790.¢ 1,787.4 - -
TOTAL ASSETS 1,817.3 1,815.6 - -
CURRENT LIABILITIES
JV Cash assets (Overdraft) - - - -
Payables (118.7, (119.7) - -
Provisions - - - -
TOTAL CURRENT LIABILITIES (118.7, (119.7) - -
NON-CURRENT LIABILITIES
Payables (6.6) (6.5) - -
Provisions (188.9) (229.4) - -
TOTAL NON-CURRENT LIABILITIES (195.5) (235.9) - -
TOTAL LIABILITIES (314.2, (355.6) - -
NET ASSETS 1,503.1 1,460.( - -

Capital Expenditure commitments and contingenilités in respect of the joint venture are diseldsn notes 25 and 27 respectively.
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Millions of dollars

CONSOLIDATED BP Australia Group Pty Ltd
Notes 2007 2006 2007 2006
16. TRADE AND OTHER PAYABLES (CURRENT
LIABILITIES)
Trade payables 684.3 947.0 - -
Other payables (a) 229.9 116.7 - -
Amounts other than trade debts payable to reladetieg:
Other related parties — common controlled entities (b) 1,157.9 1,2697 - -
2,072.1 2,3334 - -

(a) Other payables are settled on normal commetrials and conditions.
(b) Details of the terms and conditions of relgtady payables are set out in note 30.

17. INTEREST-BEARING LOANS AND BORROWINGS
(CURRENT LIABILITIES)

Borrowings:
Bank Loans 251.1 - - -
Other related parties — common controlled egtiti (@) 177.6 118.8 290.6 323.4
Obligations under finance Lease (b) - - - -

428.7 118.8 290.6 323.4

(a) Details of the terms and conditions of relgiady payables are set out in note 30.
(b) Details of the terms and conditions of finatezse are set out in note 25.

18. PROVISIONS (CURRENT LIABILITIES)

Employee entitlements 21(c) 118.7 74.7 - -
Restoration costs 21(a) (c) - - - -
Athena 21(b)(c) - - - -
Other 21(c) 125.4 - - -

244.1 74.7 - -

19. TRADE AND OTHER PAYABLES (NON-CURRENT

LIABILITIES)
Deferred income — take or pay contracts 40.4 6.5 - -
Other Payables - - - -
40.4 6.5 - -
20. INTEREST-BEARING  LIABILITIES  (NON-
CURRENT LIABILITIES)
Borrowings:
Bank Loans - 227.7 - -
Other related parties — common controlled estiti (@) 3,416.¢€ 3,525.8 1,929.3 1,929.3
Obligations under finance Lease (b) 0.1 - - -
3,417.0 3,753.5 1,929.3 1,929.3

(a) Related Party Borrowings
Details of the terms and conditions of relatedyppayables are set out in note 30.

(b) Finance lease liabilities
Details of the terms and conditions of finance éem® set out in note 25.
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Millions of Dollars

CONSOLIDATED BP Australia Group Pty Ltd
Notes 2007 2006 2007 2006

21. PROVISIONS (NON-CURRENT LIABILITIES)
Employee entitlements (c), 25 (64.1) 15.4 - -
Restoration (a),(c) 224.1 262.9 - -
Athena (b),(c) 14.0 16.8 - -
Other (c) 0.1 0.9 - -

174.1 296.0 - -

(@) The provision forastoration represents the provision for environietiean up. This includes provisions for refiesriterminals
retail sites and upstream activities where thera ksown problem that requires attention and rasitur costs are expected to
incurred as part of the cost of the exploration, evalmatidevelopment, construction or production phalsasgive rise to the ne:
for restoration.

The costs associated with upstream activitiesegegnised gradually over the life of the facility thes phases occur. The co
include obligations relating to reclamation, wasite closure, plant closure, platform removal atiteo costs associated with °
restoration of the site. These estimates of thn@gon obligations are based on anticipatsthnology and legal requirements .
future costs, which have been discounted to theisent value. Any changes in the estimates arestedjon a prospective basis
determining the restoration obligations, the ertiags assumed no significant chasgwill occur in the relevant Federal and <
legislation in relation to restoration in the fugur

(b) The total provision for Athena Reserves (200%14.0m; 2006: $16.8m) relatés the Athena Gas acquisition. At the Per:
producing field it wasliscovered that Perseus extends into anotherckcarea owned by Mobil and Phillips. The extengita this
licence area is known as Athena. Production aPteseus field is ultimately also producing from #&tbena field. An agreeme
was reached Ieen the North West Shelf JV and Mobil and Phsllipr compensation for production of their fieldheTstructure ¢
the agreement is such that the North West ShelfvilVpay for a stream of future cash payments ufil @020. The price i
determined quarterly via a base price plus/minusements in the Japanese Crude Cocktail price.

Restoration Athena Other Employee

entitlements

A$m A$m A$m A$m
(c) Movement in provisions

Carrying amount at the beginning of the financisdiy 262.9 16.8 0.9 90.1
Additional provision 235 - 125.4 -
Amounts utilised during the year (62.3) (2.8) (0.8) (35.5)
Carrying amount at the end of the financial year 2241 14.0 1255 54.6

- Current 18 - - 125.4 118.7

- Non Current 21 2241 14.0 0.1 (64.1)

Millions of Dollars

CONSOLIDATED BP Australia Group Pty Ltd
2007 2006 2007 2006
22. CONTRIBUTED EQUITY
Issued and paid up capital
- 4,029,537,881 ordinary shares fully paid (a) 4,029.5 4,029.5 4,029.5 4,029.5
4,029.5 4,029.5 4,029.5 4,029.5

(a) Terms and condition of contributed equity
Ordinary shares
Ordinary shares have the right to receive dividends asadettland, in the event of winding up the compaoypdrticipate in th
proceeds from the sale of all surplus assets ipgtion to the number of and amounts of paid ughweres held.

Ordinary shares entitle their holder to one vet#er in person or by proxy, at a meeting of tbmpany.
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Millions of Dollars

CONSOLIDATED BP Australia Group Pty Ltd
Notes 2007 2006 2007 2006

23. RETAINED PROFITS/(LOSSES)
Balance at the beginning of the year (49.6) (273.0) 830. 806.1
Net profit 1,436.0 1,011.0 32.8 874.€
Dividends paid - (850.0) - (850.0)
Actuarial Gain/Loss (net of tax) 23.2 35.9 - -
Other - (7.7) - -
Correction accounting error in prior years - 34.1 - -
Balance at end of year 1,409.6 (49.6) 863.5 830.1
Reserves

Millions of Dollars Millions of Dddrs

CONSOLIDATED BP Australia Group Pty Ltd

Foreign Employee  TOTAL Foreign ~ Employee  TOTAL
Currency Equity Currency Equity
Translation  Benefits Translation Benefits

Opening Balance 1 Jan (193.1) 10.1 (183.0) - - -
Currency Translation Differences (160.1) - (160.1) - - -
Share Based Payment (net of tax) - 0.6 0.6 - - -
Closing Balance 31 Dec (353.2) 10.7 (342.5) - - -

Minority Interest

Millions of Dollars

CONSOLIDATED BP Australia Group Pty Ltd
Notes 2007 2006 2007 2006
Contributed Equity 3.4 5.0 - -
Consolidation of 100% Minority Interest - (1.6) - -
Retained Profit (4.0) 0.8 - -
(0.6) 4.2 - -

Details of minority shareholders’ interests’ orated entities are set out in note 30.
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Millions of dollars

CONSOLIDATED BP Australia Group Pty Ltd
Notes 2007 2006 2007 2006
24. CASH FLOW STATEMENT RECONCILIATION
(@) Reconciliation of profit after income tax to né cash
inflow from operating activities
Profit from ordinary activities after tax 1,431.2 1,010.3 32.8 874.6
Adjustments for:
Depreciation and amortisation 643.8 574.2 - -
Dividends received - - - (850.0)
Loss/(Profit) on disposal of Non Current Assets (3.4) 5.8 - -
Unrealised net foreign currency (gains)/losses (136.3) 125.6 - -
1,935.3 1,715.9 - 24.6
Changes in assets and liabilities
(Increase) / decrease in inventory (518.1) 182.5 - -
(Increase) / decrease in trade and other receiwable (393.0) 354.9 - -
(Increase) / decrease in future income tax benefits 17.3 15.3 - -
(Increase) / decrease in other assets 16.5 (10.0) - -
(Decrease) / increase in trade and other payables (227.4) (423.6) - -
(Decrease )/ increase in deferred income tax itgbil (268.2) (154.1) - -
(Decrease) / increase in tax payable 0.5 (0.2) - -
(Decrease) / increase in employee entitlements (35.5) (41.2) - -
(Decrease) / increase in other provisions 83.0 40.4 - -
(Decrease) / increase in intercompany net position - - (32.8) (24.6)
Net cash flow from operating activities 609.3 1,680.0 - -
(b) Financing facilities available
The total facilities available at balance date warédollows:
Bank overdraft 15.0 13.0 - -
Inter group financing (AUD) 4,557.6 4,686.4 - -
4,572.6 4,699.4 - -
Used at balance date:
Bank overdraft - 1.8 - -
Inter group financing (AUD) 3,417.0 3,417.0 - -
3,417.0 3,418.8 - -
Available at balance date:
Bank overdraft 15.0 11.2 - -
Inter group financing (AUD) 1,140.6 1,269.4 - -
1,155.6 1,280.6 - -

The bank overdraft facilities disclosed above al facilities. Further bank overdraft facilitiese available to the Consolidated En
through overseas accounts held in conjunction etitler related companies within the BP worldwideugro

(c) Acquisition of controlled entities
During the year the company did not acquire anyentcontrolled entities.

(d) Disposal of Controlled Entity
During the year, the company did not dispose ofraaterial controlled interests or entities.

BP Global Special Products (Aust.) Pty Limited &Gdnaird Pty Ltd were placed into liquidation in@Q
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Millions of dollars

CONSOLIDATED BP Australia Group Pty Ltd
Notes 2007 2006 2007 2006
25. COMMITMENTS
(@) Capital expenditure commitments
Estimated capital expenditure contracted for adroze
date, but not provided for, payable:
- not later than one year
- joint venture 11.6 227.1 - -
- other 211.9 27.6 - -
- later than one year and not later than five years
- joint venture 19.2 129.7 - -
(b) Lease expenditure commitments
(i) Operating leases (non-cancellable) (c)
- not later than one year 672.9 611.3 - -
- later than one year and not later than five year 1,115.8 1,247.3 - -
- later than five years 732.1 848.6 - -
Aggregate lease expenditure contracted for at ba 2,520.8 2,707.2 - -
date
(ii) Finance leases (d)
- not later than one year - - - -
- later than one year and not later than five year 0.1 - - -
- later than five years - - -
Aggregate lease expenditure contracted for at ba 0.1 - - -
date
Aggregate expenditure commitments comprise:
Amounts provided for:
- lease incentive liability - current (e) 1.5 1.5 - -
- non-current (e) 4.3 5.9 - -
Total provided for 5.8 7.4 - -
Amounts not provided for:
- Lease commitments 2,515.1 2,699.8 - -
Total not provided for 2,515.1 2,699.8 - -

(c) Operating leases have an average lease te2/3 gkars and an average implicit interest ratgiranbetween 7% and 9%. Assets
that are the subject of operating leases includ®mwvenhicles and items of office equipment, offsgEce, pipeline rental, vessel
charter and helicopter.

Also included are long term contractual commitrsesftthe Kwinana and Bulwer refineries. The avellagse term of these
commitments is 17 years. The nature of these attmrhcommitments, include gas, oxygen supplyitietl and use of facilities and
services.

(d) The Group has a finance leases for a fletit avcarrying amount of $221,589 (2006: $0). Thesdéepayments only constitute 75% of
the vehicle's value and 50% of the useful life. féhis no residual at the end of the lease terrmanabligation on the group to
extend the lease or purchase the vehicle.

(e) These commitments represent the non-cash imeasteived by the Consolidated Entity for entgriimo a non-cancellable
operating lease for premises occupied by a coattahtity, entered into in October 1993. The l¢asa is 18 years, with the first 6
years being rent free. The incentive liabilityo&ing reduced evenly over the remainder of theeleas
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Millions of dollars

CONSOLIDATED BP Australia Group Pty Ltd
Notes 2007 2006 2007 2006
26. EMPLOYEE BENEFITS
Employee Entitlements
The aggregate employee entitlement liability is
comprised of:
Provisions (current) 18 118.7 74.7 - -
Provisions (non-current) 21 (64.1) 15.4 - -
54.6 90.1 - -

The Consolidated Entity participates in BP Groupsien plans covering all employees of the Constaidl&ntity.

Employee Share Scheme
The share-based payment plans that existed duvingetar are detailed below.

Plans for senior employees

Medium Term Performance Plan (MTPP) An equity-settled incentive share plan for serimployees driven by two performance measures over a
three-year performance period. The award of shiarefetermined by comparing BP’s TSR against therotil majors and, additionally, by
comparing free cash flow against a threshold estadd for the period. For a small group of particlyl senior employees, only the TSR measure is
applicable in determining the award. The numbeshafres awarded is increased to take account ofethdividends that would have been received
during the performance period assuming that suddelds had been reinvested. With regard to lepxavrisions, the general rule is that leaving
employment during the performance period will puelel an award of shares. However, special arrangsrapply where the participant leaves for
a qualifying reason and employment ceases aftepletion of the first year of the performance period

BP Share Option Plan (BPSOP)

An equity-settled share option plan that appliesedain categories of employees. Participantgeasted share options with an exercise price no
lower than market price of a share immediately edétg the date of grant. There are no performaoceitons and the options are exercisable
between the third and tenth anniversaries of thatgfate. The general rule is that the optionslafée if the participant leaves employment before
the end of the third calendar year from the datgraht (and that vested options are exercisableiwi ¥z years from the date of leaving).
However, special arrangements apply where thecijzatit leaves for a qualifying reason and employnseases after the end of the calendar year
of the date of grant. Share options are no lonffered to the most senior employees.

Savings and matching plans for all employees

BP ShareMatch Plans Matching share plans under which BP matches grapkd own contributions of shares up to a predeateadhlimit. The
plans are run in the UK and in over 70 other caestincluding Australia, where the plan is runamnannual basis with shares being held in trust
for three years. On leaving BP, all shares museb®ved from trust.
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26. EMPLOYEE BENEFITS (continued)

Pensions and Other Post-employment Benefit Plans

All employees are entitled to varying benefits etirement, disability or death. The BP Superariongtund provides defined benefits based on
years of service and final average salary. It alavides accumulation type benefits. The Constdid Entity remains committed to making

contributions to the Fund on the basis of actuatBfice and in amounts to adequately fund theeragnt benefits provided for in the rules of the
Fund. Expatriate employees are members of ovepasion funds. Some employees are members aof exbernally managed superannuation
arrangements which they have chosen pursuant t&eberal government’s Choice of Fund legislatiorhe other arrangements only provide

accumulation type benefits.

The following table summarises the components bbeeefit expense recognised in the consolidatednie statement and the funded status and
amounts recognised in the consolidated balance.shee

CONSOLIDATED

Notes 2007 2006

Net Benefit Expense $'000 $'000

Current service cost 21,006 22,891

Interest cost on benefit obligation 22,089 20,539

Expected return on plan assets (29,847) (25,467)
Net benefit expense 13,248 17,963
Actual return on plan assets 48,723 67,996
Benefit Asset / (Liability)

Present value of benefit obligation (382,593) (398,408)

Fair value of plan assets 448,452 426,609
Net benefit asset / (liability) — non-current 65,859 28,201
Movements in Benefit Asset / (Liability)

At 1 January 28,201 (26,858)

Benefit expense (13,248) (17,963)

Contributions 17,798 21,715

Net actuarial gain/(loss) recognised in the year 33,108 51,307
At 31 December 65,859 28,201

The principal actuarial assumptions used in detgingipension obligations for the Group’s plansiiewn below (expressed as weighted
averages):

Discount rate 5.70% 5.25%
Expected rate of return on assets 7.20% 7.00%
Future salary increases 4.50% 4.25%
Future pension increases 3.00% 2.75%
Healthcare cost increase rate n/a n/a

Details of the defined pension plan as extractechfihe plan’s most recent financial report:

$'000 $'000
Accrued benefits (382,593) (398,408)
Net market value of plan assets 448,452 426,609
Surplus / (Deficit) of net market value of planetssove 65,859 28,201

accrued benefits
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Millions of dollars

CONSOLIDATED BP Australia Group Pty Ltd
Notes 2007 2006 2007 2006
27. CONTINGENT LIABILITIES
Contingent liabilities are categorised as follows:
Bank guarantees
- Government
Vic Workcover Authority (@) 3.0 3.0 - 3.0
Other 75 6.0 - -
- Non-Government (b)
Kwinana 1.0 12 - -
BP Dev Aust claim (c) 2.7 - - -
Other 21 1.6 - -

(@) The Accident Compensation Act 1985, section 14Bssction (5) requires that either one and a halési the sum of the actuarial value of
the current, non-current and contingent liabilifies Workcover Liabilities or $3 million, whichevéhe greater, be held as a guarantee. An
amount of $3 million is held as a bank guaranteh #ie ANZ bank at year-end.

(b) During the current and previous financial yearsdéheave been a number of incidents at the Kwinafiaery, which have resulted in
breaches of the environmental license. For eachlent there is the possibility of a fine being irspd of between A$25,000 and
A$1,000,000. The likelihood of a fine being imposkhinishes over time. As at 31 December 2007, mament consider that a contingent
liability of A$1,043,750 should be disclosed.

() In November 2007 a Statement of Claim was issuednagBP Developments Australia Pty Ltd as parinipin the North West Shelf
Venture. The potential cost to BP Developments walist Pty Ltd is A$2.7m plus interest & costs. As34 December 2007, management
consider that a contingent liability of $2,699,598be disclosed.

Deed of Cross Guarantee

Pursuant to Class Order 98/1418, relief has besmtenl to certain controlled entities from the Coapions Act requirements for preparation, audit
and publication of their financial reports. As@ndition of the Class Order, the company has edtet® an approved Deed of Cross Guarantee
with the controlled entities that wish to take trenefit of the Class Order. The effect of the dieetthat the company has guaranteed to pay any
deficiency in the event of winding up of any of ttentrolled entities party to the Deed of Cross i@ntee. The controlled entities have also given
a similar guarantee in the event that the companydund up. No liabilities are expected to ariseelation to the company or the controlled
entities party to the Deed of Cross Guarantee datkia benefit of the Class Order in respect of destd. Refer to Note 30 for further details.

28. KEY MANAGEMENT PERSONNEL

(a) Details of Key Management Personnel

(i) Directors

Name Title
G. R. Hueston President, BP Australasia

(i) Executives

The specified executives of the company either Huédoosition of Business Unit Leader or have atjposof significant influence in the
company.

Name Title

T. Heyns Business Unit Leader, Kwinana Refinery

T.Ind General Manager/Asset Manager Asia Pacific, Air BP

K. Hirschfeld Business Unit Leader, Bulwer Refinery

R. McGrath Vice President — Wholesale and Busiieketing Operations, Australia & Pacific
D.J. Knox (until 27/07/07) Managing Director — Eamdtion and Production, Australia

M.W. Twidell (until 12/04/07) Regional Manager Atadtisia, BP Solar

M. Sturgess Australasia Business Manager, IST

B. Miller (from 13/04/07) Regional Manager Austisi BP Solar

D.J. Salter Performance Unit Leader Convenience Retail

(b) Remuneration of Directors

The objective of the Group’s reward framework igisure reward for performance is competitive gypi@priate for the results
delivered.
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28. KEY MANAGEMENT PERSONNEL (continued)

(c) Details of Remuneration

Details of the remuneration of the directors of Bistralasia Group Pty Ltd are set out in the follugvtable.

2007 Short-Term Post Other Share-Based Total Total
Employment Long- Payment Performance
Term Related
Salary & Non Superannuation Options
Fees Monetary
Benefits
Total for Specified Director 4,488,863 293,951 351,177 - 2,543,847 7,677,838 33.1%

and Executives

2006 Short-Term Post Other Share-Based Total Total
Employment Long- Payment Performance
Term Related
Salary & Non  Superannuation Options
Fees Monetary
Benefits
Total for Specified Director 3,764,716 606,403 253,477 - 1,743,877 6,368,473 27.4%

and Executives

WHOLE DOLLARS

29. AUDITORS' REMUNERATION CONSOLIDATED BP Australia Group Pty Ltd
Notes 2007 2006 2007 2006
Amounts received or due and receivable by Ernstofing for:
- an audit or review of the financial report of #ity and 1,110,255 1,321,371 - -
any other entity in the Consolidated Entity
- other services in relation to the entity and arheoentity 293,940 151,314 - -

in the Consolidated Entity

1,404,195 1,472,685 - -

30. RELATED PARTY DISCLOSURES

(@) Parent Entity
BP Regional Australasia Holdings Pty Ltd is thénadtte Australian parent entity and the ultimatetaaling entity is BP p.l.c. (incorporated
in England).

(b) Controlled Entities

Investments in controlled entities comprises:
Consolidated

Entity’s
Place of Beneficial
Incorporation Parent Entity’'s Interest Interest
2007 2006
$m $m %
BP Solar Australia Pty Ltd VIC @) 0] 100 (jii) (v)
Burmah Oil Investments Australia Pty Ltd NSW 101.8 101.8 100 (jii) (v)
BP Developments Australia Pty Ltd VIC 5,322.0 5,322.0 100 (ii)
Controlled entities of BP Developments Australig Bd:
Burmah Castrol Australia Pty Ltd NSW - - 100 (ji) (iv)
Controlled entities of Burmah Castrol Australia Riigl:
Castrol Australia Pty Ltd ACT - - 100 (jii) (v)
Burmah Fuels Australia Pty Ltd NSW - - 100 (jii) (v)
Burmah Fuels (Queensland) Pty Ltd NSW - - 100(\2::?) )
BP Oil Australia Pty Ltd ACT 1,689.1 1,689.1 1C()\3I)(ii)
BP Solar Pty Ltd VIC - - 100 (i)
BP Australia Shipping Pty Ltd WA - - 100 (ii)
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30. RELATED PARTY DISCLOSURES (continued)
Consolidated
Entity’s
Place of Beneficial
Incorporation Parent Entity’s Interest Interest
2007 2006
$m $m %
BP Australia Pty Ltd VIC - - 100 (ii)
BP Finance Australia Pty Ltd ACT - - 100 (i)
BP Refinery (Kwinana) Pty Ltd WA - - 100 (i)
Elite Customer Solutions Pty Ltd VIC - - 100 (i)
BP Australia Nominees Pty Ltd VIC - - 100 (viii)
BP Lubricants Services Pty Ltd VIC - - 100 (ii)
Controlled Entities of Burmah Fuels (Queansdl) Pty Ltd:
Queensland Fuels Trust - - 100 (vi) (vii)
Controlled Entities of BP Australia Shipping/Ritd:
BP LNG Shipping Limited Bermuda - - 100
Controlled Entities of BP Australia Pty Ltd:
BP (Fremantle) Limited UK - - 100
BP Refinery (Bulwer Island) Pty Ltd ACT - - 100 (i)
No. 1 Riverside Quay Pty Ltd VIC - - 100 (jii) (v)
Acroframe Pty Ltd WA - - 100 (v)
BP Australia Employee Share Plan Pty Ltd VIC - - 100 (jii) (v)
Veruba Pty Ltd NSW - - 100 (jii) (v)
Taradadis Pty Ltd VIC - - 100 (jii) (v)
Controlled Entities of Taradadis Pty Ltd:
Arilow Pty Ltd VIC - - 100 (v)
7,112.9 7,112.9

0]
(i)

(iii)
(iv)

V)

(Vi)

(vii)

$2.00 (2006: $2)

Pursuant to Class Order 98/1418, relief has besmteg to BP Oil Australia Pty Ltd, BP Australia Rtg, BP Australia Shipping Pty Ltd, BP
Finance Australia Pty Ltd, BP Lubricants Servicég IRd, BP Refinery (Bulwer Island) Pty Ltd, BP Refry (Kwinana) Pty Ltd, BP Solar
Pty Ltd, Elite Customer Solutions Pty Ltd, BP Deyghents Australia Pty Ltd, Burmah Castrol Austr@ig Ltd and Kinnaird Pty Ltd (in
liquidation) from the Corporations Act 2001 requients for preparation, audit and lodgement of tfve@incial reports.

As a condition of the Class Order, BP Australi@@r Pty Ltd, BP Oil Australia Pty Ltd, BP Austrakay Ltd, BP Australia Shipping Pty Ltd,
BP Finance Australia Pty Ltd, BP Lubricants Sersié¢y Ltd, BP Refinery (Bulwer Island) Pty Ltd aB& Refinery (Kwinana) Pty Ltd (the
“Closed Group”), entered into a Deed of Cross Gute on 1 November 2002. BP Solar Pty Ltd, Elitsst@mer Solutions Pty Ltd, BP
Developments Australia Pty Ltd, Burmah Castrol Aalga Pty Ltd and Kinnaird Pty Ltd (in liquidationyere added to and obtained the
benefit of the Class Order during 2003. The eftédhe Deed is that BP Australia Group Pty Ltd baaranteed to pay any deficiency in the
event of winding up any of these and any otheihefdontrolled entities. The controlled entitieséhalso given a similar guarantee in the
event that BP Australia Group Pty Ltd is wound up.

This controlled entity is a party to the Deed 0b&r Guarantee but is not part of the Closed Group.

BP Developments Australia Pty Ltd owns 75% of tlséing share capital of Burmah Castrol Australia Btiy. The remaining 25% of the
voting share capital is owned by Burmah Oil Investits Australia Pty Ltd, which is 100% owned by Bis#alia Group Pty Ltd.

This controlled entity meets the criteria for smampanies under the Corporations Act 2001, redigvi from the requirement to prepare,
audit and lodge financial reports.

This controlled entity is a Trust and is not reqdito comply with the Corporations Act 2001 andéfare is not required to prepare or lodge
audited financial reports.

Burmah Castrol Australia Pty Ltd has a 100% owriprsiterest in Burmah Fuels Australia Pty Ltd, BatmFuels (Queensland) Pty Ltd and
the Queensland Fuels Trust. The director of thepamy however has determined that effective comtidhese entities passed to BP Oil
Australia Pty Ltd in 2001.

(viii) BP Australia Nominees Pty Ltd obtained an Austrekanancial Services Licence in August 2006. A éton of this licence is that BP

Australia Nominees Pty Ltd must lodge audited ahfinancial statements with ASIC.

The parties to the Closed Group are materiallysgmae as the BP Australia Group Pty Ltd group ofpamies. The Closed Group for 2006 and
2007 can be materially taken as the BP Australieu@iPty Ltd group consolidated statement of finalhgerformance and consolidated statement

of fi

nancial position.
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BP AUSTRALIA GROUP PTY LTD

NOTES TO THE FINANCIAL STATEMENTS (continued)

31 DECEMBER 2007
30. RELATED PARTY DISCLOSURES (continued)
(c) Controlled Entities Disposed

During the year, no controlled entity wisposed. BP Global Special Products (Aust.) Ryited and Kinnaird Pty Ltd were placed into
liquidation in 2007.

(d) Related Entities
The following entities are included in the consatitl group, however, BP has no interest in theteqbithese entities.

(i) Centrel Pty Ltd
Air Refuel Pty Ltd

(i) BP Australia Group Pty Ltd is the effective guacarfor the debt financing facility agreements higycthe entities with the ANZ
Banking Group. The guarantee is in the form of dPd Call Option Agreement between BP Australiau@rPty Ltd and Australia
and New Zealand Banking Group Ltd.

(e) Directors
Disclosures relating to directors are set outater28.

(f) Transactions with related parties within the BPAustralia Group
The following related party transactions occurradr the financial year:

Millions of dollars
CONSOLIDATED BP Australia Group Pty Ltd
Notes 2007 2006 2007 2006

Sales goods and services (common controlled es)titie
- Sales of fuel and Lubricants 2,486.4 1,348.0 - -
- Consulting fees - 2.2 - -
- Sales of solar components 60.5 95.3 - -

Loans to related parties
Loans advanced to
- Related parties (employees) - - - -

Loans from related parties
Loans advances from:
- common controlled entities - 2.0 - -

Loan repayments to
- common controlled entities 109.2 18.7 - -

Interest revenue
- common controlled entities 54.4 46.5 - -

Dividend revenue
- related parties with in wholly-owned group - - - 850.0

Finance costs
- wholly owned group - - - R

- common controlled entities 284.5 151.0 - -

Other transactions
- Dividends paid to parent entity - 850.0 - 850.0
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BP AUSTRALIA GROUP PTY LTD

NOTES TO THE FINANCIAL STATEMENTS (continued)

31 DECEMBER 2007
30. RELATED PARTY DISCLOSURES (continued)

(g) Outstanding balances

CONSOLIDATED BP Australia Group Pty Ltd
Notes 2007 2006 2007 2006

Current receivables

- common controlled entities 1,191.6 1,500.1 - -
Non current receivables (loans)

- related parties (employees) - - - -
Current payables

- common controlled entities 1,157.9 1,269.7 - -
Non current payables - - - -
Current interest bearing liabilities (borrowings)

- common controlled entities 177.6 118.8 290.6 323.4
Non current interest bearing liabilities (borrows)g

- common controlled entities 3,416.9 3,525.9 1,929.3 1,929.3

(h) Terms and Conditions
(i) Transactions with related parties in wholly-ownedup

Subsidiaries within the wholly-owned group haveeieed loans and have provided interest free loamsg the period from entities
under common control.

Sales of fuels and lubricants are made under nacomamercial terms and conditions.
Sales of solar components are made at cost.

Purchases are made under normal commercial terminsaaitions.

Consulting fees are received under normal comnmidgsias and conditions.

Foreign exchange transactions are made under noeomahercial terms and conditions.

For the year ended 3December 2007, the group has not raised any fwasigor doubtful debts related to amounts owedelgted
parties.

There have been no guarantees provided or recEiveaty related party receivable.

(i) Transactions with the directors of BP Australia GpoPty Ltd and the Consolidated Entity
Nil.
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BP AUSTRALIA GROUP PTY LTD

NOTES TO THE FINANCIAL STATEMENTS (continued)

31 DECEMBER 2007
31. FINANCIAL RISK MANAGEMENT OBJECTIVES AND POLI CIES

The group is exposed to a number of different fai@rrisks arising from natural business exposaesvell as its use of financial instruments
including market risks relating to commodity pricéseign currency exchange rates, interest ratesljt risk and liquidity risk.

The Group’s overall risk management program isiedwout centrally by group financial risk commitigF~RC), which belongs to the ultimate
parent company of the group, BP p.l.c, based irdbon

(@) Market risk

Market risk is the risk or uncertainty arising frgrossible market price movements and their impadhe future performance of a business.
The market price movements that the group is exptsénclude oil, natural gas and power prices (emdity price risk), foreign currency
exchange rates, interest rates, equity prices et indices that could adversely affect the valfithe group’s financial assets, liabilities or
expected future cash flows. The group has develgmdidies aimed at managing the volatility inherémtcertain of its natural business
exposures, and this is managed centrally in London.

i) Commodity price risk

The group’s risk management policy requires the agament of only certain short-term exposures ipeesof its equity share of oil and
natural gas production and certain of its refireemgd marketing activities. The group’s integratepgpdy and trading function uses conventional
financial and commodity instruments and physicajcas available in the related commodity marke&tuhal gas swaps, options and futures
are used to mitigate price risk. Power tradingnislartaken using a combination of over-the-countewdrd contracts and other derivative
contracts, including options and futures. This\aigtiis on both a stand alone basis and in conjanavith gas derivatives in relation to gas-
generated power margin.

The sensitivity testing undertaken in relation ¢onenodity price movement indicates the operatiorthiwithe group generate a natural hedge
position resulting in immaterial price risk to thesiness.

ii) Foreign currency exchange risk

Fluctuations in foreign currency exchange ratestaare significant effects on the group’s reportesults. The effects of most exchange rate
fluctuations are absorbed in business operatingtsethrough changing cost competitiveness, lagranket adjustment to movements in rates
and conversion differences accounted for on spettédnsactions. For this reason, the total efféetcohange rate fluctuations is not identifiable
separately in the group’s reported results. Themgjeoforeign currency risk is managed by the cémteasury department in London.

As at 31 December 2007, the net position of thegsfinancial instrument exposure to foreign coogfluctuation is immaterial.

Within the group, the functional currency of BP fatia Group Pty Ltd (Parent company) and its sdibsy BP Development Australia Pty Ltd

is United States dollars, while the presentatiomency of the consolidated group is Australian @il Therefore foreign currency exchange
rates will affect the foreign currency translati@serve, which is included in the equity of the @ro If the USD$/AUD$ exchange rate

increases by 1%, the net impact on the Group'sdgoreurrency translation reserve as at 31 Decer2B@7 would be increased by $30.1mil

(2006: $52.7mil).

iii) Interest rate risk
The Group’s interest bearing liabilities are helithvother entities within the BP p.l.c. group aliog the Group’s income and operating cash
flows to be substantially independent of changeranket interest rates.

The Group is exposed to interest rate risk fromptbssibility that changes in interest rates wifeef future cash flows or the fair values of its
financial instruments, principally finance debt.

The group’s earnings are sensitive to changestereast rates on the floating rate element of treugs finance debt. If the interest rates
applicable to floating rate instruments were toehencreased by 1% on 1 January 2008, it is estihthta the group’s profit before taxation for
2008 would decrease by approximately $37.4 mil{@006 $38.0million).

(b) Credit risk

Credit risk is the risk that a customer or coupi@ty to a financial instrument will fail to perfaror fail to pay amounts due causing financial
loss to the group and arises from cash and casivadents, derivative financial instruments and dgsowith financial institutions and
principally from credit exposures to customerstieato outstanding receivables.

The group has a credit policy, approved by the GFRich is designed to ensure that consistent psaseare in place throughout the group to
measure and control credit ris€redit risk is considered as part of the risk-r@vbalance of doing business. On entering into argness
contract the extent to which the arrangement expthee group to credit risk is considered. The traatunction provides a similar credit risk
management activity with respect to group-wide sxpes to banks and other financial institutions.

Before trading with a new counterparty can stéstciedit worthiness is assessed and a credigratiallocated that indicates the probability of
default, along with a credit exposure limit. Creditthiness continues to be evaluated after tramsechave been initiated and a watch list of
higher-risk counterparties is maintained. Oncegassl a credit rating, each counterparty is allatatenaximum exposure limit.

The group does not aim to remove credit risk bpieess to experience a certain level of credit les$be maximum credit exposure associated
with financial assets is equal to the carrying antoAt 31 December 2007, the maximum credit exposuas $1,435.2 million (2006 $ 789.9
million). In addition, credit exposure exists inlation to guarantees issued by group companiesruntdEgh amounts outstanding at 31
December 2007 were $1.2 million (2006 $0.3 milliam)respect of liabilities of jointly controlled gties and associates and $12.6 million
(2006 $11.1 million) in respect of liabilities offeer third parties.
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NOTES TO THE FINANCIAL STATEMENTS (continued)

31 DECEMBER 2007

31. FINANCIAL RISK MANAGEMENT OBJECTIVES AND POLI CIES (continued)

Trade and other receivables of the group are adlysthe table below. With respect to the trad® @ther receivables that are neither impaired
nor past due, there are no indications as of thertng date that the debtors will not meet theyrpent obligations.

The group does not typically renegotiate the teofmsade receivables; however, if a renegotiatiorsdtake place, the outstanding balance is
included in the analysis based on the original paynterms. There were no significant renegotiatddrizes outstanding at 31 December 2007
or 31 December 2006

Millions of dollars
CONSOLIDATED BP Australia Group Pty Ltd

2007 2006 2007 2006
TRADE RECEIVABLES AT 31 DECEMBER
Neither Impaired nor past due 1,367.3 740.0 - -
Impaired (net of valuation allowance) 3.2 2.6 - -
Not impaired and past due in the following periods
Within 30 days 50.4 35.0 - -
31 to 60 days 6.6 6.6 - -
61 to 90 days 4.9 2.2 - -
Over 90 days 2.8 3.6 - -
1,435.2 789.9 - -

The Group holds collateral in the form of secudgposits over some customers at 31 December 281@firntg $65 million.

(c) Liquidity risk
Liquidity risk is the risk that suitable sources fahding for the group’s business activities may he available. The group’s liquidity is
managed centrally by the central treasury fundbased in London.

In managing its liquidity risk, the group has accés a wide range of funding at competitive ratemugh capital markets and banks. The
central treasury function centrally co-ordinateltienships with banks, borrowing requirementseifgn exchange requirements and cash
management, and believes it has access to suffitieding to meet foreseeable borrowing requirement

The remaining contractual maturities of the Grofipsncial liabilities are:

$million
2007 2006
Interest Bearing i Deferred Income: Interest Bearing Interest Bearing { Deferred Income- Interest Bearing

Trade and Other ; Liabilities -bank itake or pay Liabilities-related| Trade and Other ; Liabilities-bank :take or pay Liabilities-related

Payables loan contract party Payables loan contract party
Within one year 2,072.1 251.1 35 177.4 2,333.4 - 0.1 118.8
1to 2 years - - 37 0.1 - 227.7 18 -
2 to 3 years R R 43 - - - 2.0 -
3 to 4 years R R 1.8 - - - 2.5 -
4to 5 years _ _ 1.8 _ _ _ 0.1 _
51010 years - - 8.3 34169 - - - 3,525.
Over 10 years _ B 17.0 _ B B _ B
Total 2,072.1 251.1; 40.4 3,594.4 2,333.4 227.7 6.5 3,644.6
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31 DECEMBER 2007

In accordance with a resolution of the directoBBf Australia Group Pty Ltd, | state that:
(1) In the opinion of the director:

(a) the financial statements and notes of the compad of the Consolidated Entity are in accordamitke the Corporations Act
2001, including:

@) giving a true and fair view of the company’sda@onsolidated Entity’s financial position as att3dcember 2007 and
of their performance for the year ended on thag;datd

(ii) complying with Accounting Standards and Comttimns Regulations 2001; and

(b) There are reasonable grounds to believe tleatdmpany and Consolidated Entity will be able &y fis debts as and when
they become due and payable.

(c) This declaration has been made after receitfiegleclaration required to be made to the diredtoaccordance with Section
295A Corp Act 2001 for the financial reporting metiending 3% December 2007.

2) In the opinion of the director, as at the daft¢his declaration, there are reasonable groumdielieve that the members of the Closed
Group identified in note 30 will be able to meey aligations or liabilities to which they are oagnbecome subject, by virtue of the
Deed of Cross Guarantee.

On behalf of the Board

Director
Melbourne

Date
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