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Board of directors: J S Freeman
R G Jones
‘T L Juliussen

The directors present the Strategic Report, their report and the audited financial statements on BP Exploration '
" (Azerbaijan) Limited (also referred to as the 'company") for the the year ended 31 December 2024.

The company is a member of the bp group of companies whose ultimate holding company is BP p.l.c. The
term 'bp group', 'bp' or 'group' in this context and where used elsewhere in these reports and financial -

- . statements means BP p.l.c. and its subsidiaries. These terms are used in this report for convenience to refer to
one or more of the members of the bp group instead of identifying a particular company or companies.

16/09/2025
COMPANIES HOUSE

E T III

1 _ ' ' DTT



Docusign Enuelope ID: 35F6DE6GF-51B7-440C-AFC1-D5F06C4E942F -

STRATEGIC REPORT

Principal activities

The company is engaged in the production and selling of petroleurn products. It also provides services to other
group undertakings within the bp group and holds investments that are engaged in similar activities.

The company is a party to Shah Deniz Production Sharing Agreement (Shah Demz PSA) i in the Azerbarjan
sector of thé Caspian Sea, with a participating interest of 29.99%.

After the sanction of the Stage 1 deuelopment of the Shah Deniz field on 27 February 2003, the project

progressed through the execution phase having reached the first production in December 2006.

On 17 December 2013, the Shah Deniz PSA participants adopted a final investment decision (FID). for the
Stage 2 development of the field. After completion of the new Southern Gas Corridor to Europe, i.e.,
expansion of the South Caucasus Pipeline (SCP) through Azerbaijan and Georgia, construction of the Trans
Anatolian Gas Pipeline (TANAP) across Tiirkiye and the Trans Adriatic Pipeline (TAP) across Greece,

Albania and Italy, the Shah Deniz Stage 2 project reached its first production in July 2018. Currently, Shah

Deniz gas is being sold under the gas sales agreements to Azerbaijan, Georgia, Turkxye and the European
Union (EU). : -

The Shah Deniz Stage 2 project entails several elements: it includes bridge-linked offshore platform and
drilling and completion of 26 subsea wells with Mobile Offshore Drilling Umts (MODUs); as well as
processing and compressron facilities at the Sangachal Terminal.

" 16 billion cubic metres per year of additional gas produced-from the Shah Deniz field is carried some 3,500 -

"kilometres to supply markets in Georgia, Tiirkiye, Greece, Bulgaria, and Italy. First gas started on 30 June
2018, with sales to Georgia and Tiirkiye. EU sales started at the end of December 2020.

In 2024, the Shah Deniz field continued to provide reliable deliveries of gas to markets in Azerbaijan, Georgia, .
Tiirkiye, and EU producing and exporting about 27.5 billion (2023 26 billion) standard cubic metres of gas and

about 35 million (2023 35 mrlllon) barrels of condensate.

The ex1st1ng Shah Deniz facilities’ productlon capacity is currently about 28 billion standard cubic metres of
gas per year. Shah Deniz facilities' plant reliability maintained an 1mpressrve record above 99% delivering 0.5
billion cubic metres above 2024 plan.

In total, 33 wells have been drilled to date, of which 30 is currently producing.

The SDX-08 exploration vuell drilled in 2023 to'a depth of ~7,000 metres, fulfilled the Shah Deniz PSA
_extension commitments and was temporarily abandoned in 2024. Pre- Fasrla reservoirs qualified as potential
discovery and to be studied and evaluated further.

All requrred agreements to ‘enable TAP capacity expansion of 1 billion cubic metre ‘per annum are now in
place. Negotiations on the associated gas sales agreements are currently underway. The requrred incremental
capacity in TANAP has also been successfully secured -

The Shah Deniz Compressron Project, a $2.9 billion initiative, achieved FID in June 2025. The primary
objective of the project is to safeguard the value of Shah Deniz by mitigating the risk of supply shortfalls under
long-term gas sales agreements. Project execution has commenced, targeting first gas delivery in 2029.

Results

The proﬁt for the year after taxation was $730,108,000 which, when added to the retained profit brought

forward at 1 January 2024.of $1,958,175,000, and after deducting total paid interim dividends to ordinary
shareholders of $1,500,000,000, gives a total retained proﬁt carried forward at 31 December 2024 of
$1,188,283,000.
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STRATEGIC REPORT

Review of the business

The key financial and other performance indicators during the year were as follows:

2024 - 2023 Variance

o . - $000 -~ $000 %

Turnover - , ‘ . 2,905,537 3,404,780 15
Operating profit » ' 1,043,125 1,516,522 (31)
‘Profit for the financial year . . : : 730,108 1,127,605 (35
Total equity - - / ' 4,730,964 5,500,856 (14)
2024 2023 Variance

o 4 % - %

Quick ratio* ‘ . - 523 591 (68)
Return on average capltal employed** C 14 13 4)
Gross profit percentage*** ' ' ' ' 35 46. _ 1)

*Qu1ck ratio is defined as current assets (excluding stocks) drvxded by current lrabrlmes

" **Return on average caprtal employed is defined as profit for the year aﬁer adding back interest, divided by ‘

" average capital employed Cap1tal employed is defined as total equity plus gross debt, excluding goodwill and
cash. .

***QGross profit percentage is defined as gross profit divided by turnover.

‘ Decrease in turnover, in operatmg profit and profit for the year is majorly driven by $240 million decrease in

gas sales predominantly due to decrease in gas prices, $68 million decrease in-condensate oil sales resultmg
from lower lifted volumes, and $37 mlllron decrease in hedgmg in 2024.

Decrease in quick ratio is due to lower percentage of decrease in creditors majorly in amounts owed to fellow
subsidiaries than the percentage decrease in debtors majorly due to decrease in funds recewed from gas sales
due to decreased prrce

Decrease in gross proﬁt percentage ratio is mainly due to decrease in gas sales turnover due to decreased price.
Section 172(1) statement

This section descnbes how the directors have had regard to the matters set out in section 172 (D) (a) - (f) of the
Companies Act 2006 (the 'Section 172 factors') and forms the statement required under section 414CZA of the
Companies Act 2006. The directors understand their.duties under Section 172 and receive trammg on them
upon their appomtment and at regular intervals thereafter.

" The board is committed to domg busmess ethically and transparently, using bp’s values and code of conduct to
guide them when engaging and working with business partners. The company’s activities, and the decisions of

the board, affect a wide variety. of individuals and organisations. The directors engage with the company’s

stakeholders, lrstemng to their differing needs and priorities as part of their role as a senior leader at bp and use
the feedback received to inform the board’s decision- makmg
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STRATEGIC REPORT

Section 172(1) statement (contiﬁued)

Section 172 factors

(a) — The likely consequences of
any decision in the long term; ()
— the desirability of the company
maintaining a reputation for high
standards of business conduct

When performing their duties, the directors of the company had regard to
the bp group  strategy and how the long-term success and sustained
economic viability of the company supports the bp group’s ﬁnancml
frame and sustainability frame

bp’s code of conduct, which was updated in 2024, and “Who we are”
beliefs set clear expectations for how bp, the company and the board
operate to maintain a reputation for high standards. of business conduct.’

(b) —the interests of the
company’s employees

The company has no employees.

(c) — The need to foster the

‘| company's business relationships
with suppliers, customers and
others

During 2024, the directors of the company reiterated their focus .on
engaging and fostering relationships with suppliers and customers. Their

{actions were aligned with bp’s Code of Conduct and ‘Who we are’

beliefs.

Furthermore, the board reviewed and considered the company’é pronipt
payment reporting performance and disclosed its practices in respect of
the same on a bi-annual basis

(d) — The impact of the
company's operations on the
community and the environment

The directors of the company are committed to the bp group’s
sustainability frame which includes 5 aims to get bp to net zero and help
the world get there.

(f) - The need to act fairly as
between members of the ‘
company '

In considering both the short- and long-term consequences of decisions,

the directors consider how to best maximize the long-term shareholder| .

value for its member as a wholly-owned subsidiary

In addition to the section 172 stakeholders set out above, the company considers its key stakeholders

groups to include:

Stakeholders .

Government/Regulators

The company recognizes the need to create valued relationships with the
government and regulators, such as Government of the Republic of
Azerbaijan, and SOCAR centred around ethics and transparency, and the

- |need to discuss relevant regulations and guidance where necessary.

The board is provided with regular business updates on changes in
regulation and/or legislation impacting the company and is committed to
keeping the governments and regulators informed of any significant
changes to the company through regular external correspondence.

_ Media

Jthrough press conferences

‘| The company recognises the importance of media engagement for

transparency and creating a relationship of mutual trust with key
stakeholders, and is committed to providing regular business updates
interviews, articles and other external
publications. :

Joint Venture partners

The board is committed to creating valued relationships and facilitating
new relationships with its joint venture partners through relationship
mapping, monthly and quarterly project updates, management committee

'meetings, and through external correspondence.
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STRATEGIC REPORT

The company’s principol decisions

- The board recognizes the importance of considering and having regard to the section 172 factors when making
decisions, particularly principal decisions of the company. The company has taken the view that a ‘principal’
decision is one which is material and strategic in nature and would affect the ability of the company to
generate or preserve value over the long term.

The following principal decisions were taken by the company during the period:

]

Principal decision . - - " |Relevant factors taken into account during
o : ' : decision making process
Trans Adriatic Pipeline Guarantee S In February 2024 , the directors considered and

approved. a guarantee in favour of joint venture
partners. The directors considered the impact of such
a decision on the long-term prospects and financial
position of the company.

Approval and payment of an interim dividend In December 2024, the directors considered the

: ‘ impact of such a decision on the long-term prospects
of the company, as well as considering the financial
position of the company to ensure that it has the
sufficient distributable reserves at the time of the
{interim dividend.

Principal risks and uncertainties

The bp group manages, monitors and reports on. the principal risks and uncertainties that can impact the
group's ability-to deliver its strategy. The group’s system of intermal control includes policies, processes,
management systems, organizational structures, culture and standards of .conduct employed to manage bp’s
busmess and associated nsks K

Throughout the year, bp management, the leadership team, the board and relevant committees provide '
oversight of how principal risks to bp are identified, assessed and managed. They support appropriate
governance of risk management including having relevant policies in place to help manage risks. Such -
oversight may include internal audit reports, group risk reports and reviews of the 'outcomes of businéss
processes including strategy, planning and resource and capital allocation. bp’s group risk team analyses the
group’s risk profile and maintains the group’s risk management system. bp’s internal audit team provides

- independent assurance to the chief executive and board-as to whether the group’s system of internal control is
adequately designed and operating effectively to respond appropﬁately to the risks that are significant to bp.

The company aims to deliver sustainable value by identifying and respondmg successfully to risks in line w1th '
the group's risk management process. -

The nsks llsted below, separately or in combination, could have a material adverse effect on the
implementation of the company’s strategy, business, financial performance, results of operations, cash flows,
liquidity, prospects, shareholder value and returns and reputation. Unless stated otherwise, further details on
these risks are included within the risk factors in the Strategic Report of the bp group Annual Report and Form
"20-F for the year ended 31 December 2024.

Strategic and commercial risks

Prices and markets

The company’s financial performance is impacted by fluctuating prices of oil, gas and refined products
technological change, climate policies and regulations, exchange rate fluctuations and the general
macroeconomic outlook. Qil, gas and product prices are subject to international supply and demand and
margins can be volatile. Political developments, fluctuations to the supply of either oil or natural gas or to
alternative low carbon energy sources, technological change, global economic conditions, public health
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STRATEGIC REPORT
Strategic and commerecial risks (continued)

Pnces and markets (contmued)

situations (including the outbreak of an epidemic or pandemlc) the introduction of new (or amendment to
existing) carbon costs and the influence of OPEC+ can impact supply and demand and prices for our products
(including low carbon investments). '

Decreases in the price of energy outputs the company produces could have an adverse effect on revenue,
margins, profitability and cash flows. If these reductions are significant or for a prolonged period, management
may have to write down assets and reassess the viability of certain projects, which may impact futuré cash
flows, profit, capital expenditure, the .ability to work within the bp group's financial frame and maintain bp's
long-term investment programme. Conversely, an increase in the prices of the energy outputs the company
produces may not improve margin performance as there could be increased fiscal take, cost inflation and more
onerous terms for access to resources.Recent global developments have also caused significant uncertainty and
“volatility in macroeconomic conditions and commodity markets. The going concern assessment in the

Directors' Report has been based on bp’s current expectations, but actual outcomes and results may be -

impacted by these evolving macroeconomic and market conditions.

Exchange rate fluctuations can create currency exposures and impact underlying costs and revenues. Crude oil
prices are generally set in US dollars, while products vary in currency. Many of the company's major project
development costs are denominated in local currencies, which may be subject to fluctuations against the US
* dollar.-

Accessing and progressing hydrocarbon resources and low carbon opportunities

The company’s- inability to access and progress hydrocarbon resources and low carbon opportunities could
adversely affect delivery of bp group's strategy. Delivery of bp group's strategy depends partly on the ability to
progress hydrocarbon resources from the company's. existing portfolio and access new resources. The
‘company's ability to progress upstream resources and develop technologies at a level in line with bp group's

strategic outlook for hydrocarbon production could .impact future production and financial performance. .

Furthermore, the company's ability to access low carbon opportunities and the commercial terms associated
with those opportunities could impact its ﬁnancxal performance while moving at pace with somety and its
changing wants and needs.

Major project delivery

Failure to invest in the best opportunmes or dehver major projects successfully could adversely affect the

" company's financial performance.

The company faces challenges in developing major projects, particularly in geographically and technically
challenging areas. Poor investment choice, efficiency or delivery, inflation, supply chain, or operational
challenges at any major project that underpms productlon or production growth, could adversely affect the
company's financial performance. -

Geopolitical

The company is exposed to a range of polmcal developments and consequent changes to the operating and .

regulatory environment could cause business dlsruptlon

Political instability, changes to the regulatory environment or taxation, international trade disputes and barriers
to free trade, international sanctions, expropriation or nationalization of property, civil strife, strikes,

insurrections, acts of terrorism, acts of war and public health situations (including the outbreak of an epidemic. -

or pandemic) may disrupt or curtail our operations, business activities or investments. These may in turn cause

~ production to decline, limit bp's ability to pursue new opportunities, affect the recoverability of bp's assets and

related earnings and cash flow or cause bp to incur additional costs, particularly due to the long-term nature of
many of bp's projects and significant capital expendrture required.
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STRATEGIC REPORT
St'rategic and commercial risks (continued)

Jomt arrangements and contractors

The company may have varying levels of control over the standards, operations and comphance of its partners,.
including non-operated joint ventures, contractors and sub-contractors which could result in legal liability and
reputational damage.

The company's partners and contractors are responsible for the adequacy of their resources and capabilities. If
these are found to. be lacking, there may be financial, reputational, operational or safety exposures for the
company. Should an incident occur in an operation that the company participates in, its partners and
contractors may be unable or unwilling to fully compensate the company agamst costs it may incur on their
behalf or on behalf of the arrangement. :

Digital infrastructure, cyber security and data protection

The energy industry is subject to fast-evolving risks, including ransomware, from cyber threat actors, including
nation ‘states, criminals, terrorists, hacktivists and insiders. Current geopolitical factors have increased these
risks. There is also growing regulation around data protection and data privacy, critical national infrastructure
and the evolving opportunities and threats from artificial intelligence. A breach or failure of the bp group or
third parties’ digital infrastructure — including control systems — due to breaches of cyber defences, or those of
third parties, negligence, intentional misconduct or other reasons, could seriously disrupt operations. This
could result in the loss or misuse of data or sensitive information, including employees’ and customers’

personal data, injury to people, disruption to bp group's business, harm to the environment or assets, legal or -

regulatory breaches, legal liability and significant costs including fines, cost of remediation or reputational

- consequences. Furthermore, the rapid detection of attempts to gain unauthorized access to digital
infrastructure, often through the use of sophisticated and co-ordinated means, is a challenge and any delay or
failure to detect could compound these potential harms.

Climate change and the transition to a lower carbon economy »

Laws, regulations, policies, obligations, government actions, social attitudes and customer preferences relating
to climate change and the transition to a lower carbon economy, including the pace of change to any of these
factors, and also the pace of the transition itself, could have adverse impacts on our business including on our
access to and realization of competitive opportunities, a decline in demand for, or constraints on-our ability to
sell certain products, constraints on production and supply, adverse litigation and regulatory or litigation
outcomes, increased costs from compliance and increased provisions for environmental and legal liabilities.

Investor preferences and sentiment are influenced by environmental, social and governance considerations
including climate change and the transition to a lower carbon economy. Changes in those preferences and
sentiment could affect bp group's access to capital markets and attractiveness to potential investors, potentially
resulting in reduced access to financing, mcreased financing costs and impacts upon business plans and
financial performance.

Technological improvements or innovations that support the transition to a lower carbon economy, and
customer preferences or regulatory incentives that alter fuel or power choices, could impact demand for oil and
gas (including low carbon energy).

Depending on the nature and speed of any such changes and our response, these changes could increase costs,
reduce the company's profitability, reduce -demand for certain' products, limit our access to new opportunities,
require us to write down certain assets or curtail or cease certain operations, and affect investor sentiment, our
access to capital markets, our competitiveness and financial performance.

Policy, legal, regulatory, technological and market developments related to climate change could also affect
future price assumptions used in the assessment of recoverability of asset carrying values including goodwill,
_ the judgement as to whether there is continued intent to develop exploration and appraisal intangible assets, the
timing of decommissioning of assets and the useful economic lives of assets used for the calculation of
depreciation and amortization.
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STRATEGIC REPORT
Strategic and commercial risks (continued)

Competition

The bp group's strateglc progress and performance could be impeded if the company is unable to control its
development and operating costs and margins, fails to scale its businesses at pace, or to sustain, develop and
operate a high-quality portfolio of assets efficiently. Furthermore, as an integrated energy company, the bp
group faces an expanded and rapidly evolving range of competitors in the sectors in which it operates.

Crisis management and business continuity :
The bp group's reputation and business activities could be negatively impacted if the management does not
respo_nd, or is perceived not to respond, in an appropriate manner to any major crisis.

" Insurance
The bp group insures in situations where this is legally and contractually required. Some risks are insured with

third parties and reinsured by group insurance companies. Uninsured losses could have a material adverse .

effect on the company's financial position, particularly if they arise at a time when the company is facing
material costs as a result of a significant operational event which could put pressure on liquidity and cash
flows. ' '

" Safety and operatioha] risks

Process safety, personal safety and environmental risks

Technical integrity failure, natural disasters, extreme weather or a change in its frequency or severity, human
error and other adverse events or conditions, including breach of digital -security, could lead to loss of
containment of hazardous materials, including hydrocarbons. This could also lead to fires, explosions or other
personal and process safety incidents when drilling wells, constructing and operating facilities; in addition to
activities associated with transportation by road, sea or pipeline. There can be no certainty that our operating

management system or other policies and procedures will adequately identify all process safety, personal
safety and envxronmental risks or that all our operating activities will be conducted in conformance with these -

systems

Such events or conditions could lead to injuries, loss of life or environmental damage. As a result, the
company could face regulatory action and legal liability, including penalties and remediation obligations,
increased costs and potentially denial of licence to operate. The company's activities are sometimes conducted
in hazardous, remote or environmentally sensitive locations, where the consequences. of such events or
conditions could be greater than in other locations.

Drilling and producnon

The company's activities require high levels of investment and are sometimes conducted in. challengmg
environments such as those prone to natural disasters and extreme weather, which heightens the risks of
- technical integrity failure. The physical characteristics of an oil or natural gas field, and cost of drlllmg,
completing or operating wells are often uncertain. The company may be required to curtail, delay or cancel
drilling operations or stop production because of a variety of factors, including unexpected drilling conditions,
pressure or irregularities in geological formations, equipment failures or accidents, adverse weather conditions
and compliance with governmental requirements. : :

Security :

Acts of terronsm piracy, sabotage, activism and similar activities directed against the companys operations
and facilities, pipelines, transportation or digital infrastructure could cause harm to people and severely disrupt
operations. The company's activities could also be severely affected by conflict, civil strife or political unrest.

Product quality
Failure to meet product quality specifications could cause harm to people and the environment, damage bp
group's reputation, result in regulatory action and legal liability, and impact financial performance.
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STRATEGIC REPORT

Compliance and control risks

Ethical mtsconduct and non-compliance :

Incidents of ethical misconduct or non-compliance with applicable laws and regulations, mcludmg antl-bnbery
and corruption, competition and antitrust, data privacy, and anti-fraud laws, trade restrictions or other
sanctions, could damage the company's reputation, and result in litigation, regulatory action, penalties and
‘potentially affect licence to operate. In relation to trade restrictions or other sanctions, current geopolitical
factors have increased these risks.

Regulatwn
Changes in the law and regulatlon including how they are interpreted and enforced, could increase costs,
constrain the company's operations and affect its business plans and financial performance.

Treasury
Ineffective oversight of treasury and tradmg activities could lead to business disruption, ﬁnanc1a1 loss

regulatory 1ntervent10n ﬁnes or damage to the company s reputation.

Reportmg

External reporting of financial and non- ﬁnanc1a1 data relies on the integrity of the control envuonment bp’
group's systems and people operating them. Failure to report data accurately and in compliance with applicable.

standards could result in regulatory action, legal liability and reputational damage..
Financial fisk management

The company is éxposed to a riumber of different financial risks arising from natural business exposurt;,s
Further details on these financial risks are inicluded within Note 29 of the bp group Annual Report and Form
20-F for the year ended 31 December 2024

Approved by the board of directors and signed on behalf of the board by:

@Wm F’MM

178DA6629ABF403...
J S Freeman

Director -
September 12, 2025

Registered office:.

Chertsey Road -
_Sunbury on Thames
Middlesex

TW16 7BP

United Kingdom
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DIRECTORS' REPORT

BP EXPLORATION (AZERBAIJAN) LIMITED

Directors
The present directors are listed on page 1.
There have been no director appoihtments or resignations since 1 January 2024.

Directors' indemnity

The company lndemmﬁes the directors in its Articles of Assoaatlon to the extent allowed under section 232 of

- the Compames Act 2006. Such qualifying third party mdernmty prov151ons for the benefit of the company’s
dlrectors remain in force at the date of this report.

Dividends

During the year the company has declared and paid dividends of $1,500,000,000 (2023 $3,000,000,000). The
" directors do not propose the payment of a final dividend (2023 $Nil).

Strategic and commercial risks

'Ma_:rkets }

Recent global developments have caused significant uncertainty and volatility in macroeconomic conditions’

and commodity markets. The going concem assessment below has been based on bp’s current expectations,
but actual outcomes and results may be 1mpacted by these evolvmg macroeconomic and market conditions.

Financial risk management

'In accordance with section 414C of the Companies Act 2006 the directors have included mformatlon regardmg
financial instruments as required by Schedule 7 (Part 6.1) of the Large and Medium-sized Companies and
Groups (Accounts and Reports) Regulations 2008 in the Strategic Report under Financial risk management.
Post balance sheet event

There is no post balance sheet event at the reporting date for the.con'lpany.

Going concern

The directors consider it appropriate to adopt the going concern basis of accounting in preparing the financial
statements. The current economic and geopolitical environment were considered as part of the going concern

assessment

Liquidity and financing are managed within the bp group under pooled group-wide arrangements which

include the company. As part of the going concern basis of preparation for the company, the ability and intent

of the bp group to support the company has also been taken into consideration. The most recent bp group
financial statements continue to be prepared on a going concern basis. Forecast liquidity of the bp group has
been assessed under a number of stressed scenarios, including a significant decline in oil prices over the 12-
month period from the date these financial statements were approved. Reverse stress tests performed indicated
that the bp group will continue to operate as a going concern for at least 12 months from the date of approval
of the financial statements even if the Brent price fell to zero. In addition, bp group management have
confirmed the existing intra-group funding and liquidity arrangements as currently constituted are expected to
continue for the foreseeable future, being no less than twelve months from the approval of these financial
statements. No material uncertainties over going concern or significant judgements or estimates on the
. assessment were identified. Accordingly, the company will be able to draw on support from the bp group for
the foreseeable future and these financial statements have therefore been prepared on a going concern basis.

10
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DIRECTORS' REPORT

Strategic and commercial risks (continued)
" Going concern (continued)

Gas and condensate oil ratio in.the company’s export profile approxnmates to 80% and 20% respectlvely,
making gas sales pnmary source of the revenue.

l ~ Trading activities of the company are largely external to bp, as the company sells gas volumes to external
pames and trades condensate. oil within the group. :

" The company is self-sufﬁcient and generates cash independently. The company is a wholly owned affiliate of
BP p.l.c and can request funds from BP International Limited if required. '

In assessing the prospects of BP Exploration (Azerbaijan) Limited, the directors noted that such assessment is
subject to a degree of uncertainty that can be expected to increase looking out over time and, accordingly, that
future outcomes cannot be guaranteed or predicted with certainty.

‘Having a reasonable expectation that the company has adequate resources to continue in operational existence
for at least the next 12 months from the date these financial statements were approved, the directors consider it
appropriate te continue to adopt the going concern basis of accounting in preparing the financial statements.

Future developments

The directors aim to maintain the management policies which have resulted in the company’s growth in recent
years. - '

They belleve that the company is in a good posmon to take advantage of any opportumtles which may arise in
the future. : 4

It is the intention of the directors that the business of the company will continue for the foreseeable future..
Research and development |

The company has e'ngaged in re_search and development activities throughout the year, amounting to $3 million
(2023 $2 million), which is a share towards bp group's centralised research and development costs.

Stakeholder statements

Statement of engagement with suppliers, customers and others in a business relationship witll,the
- company -

The company’s section 172(1) statement in the Strategic Report demonstrates how the directors have had
regard to the need to foster business relatlonshxps with suppliers, customers and other stakeholders when
“making decisions on behalf of the company. - :

Streamlined Energy & Carbon Reporting (SECR)
‘Asa UK subsidiary of a UK parent company which prepares a group directors’ report, SECR reporting details
are included in the Strategic Report of the bp group Annual Report and Form 20-F for. the year ended 31
December 2024.
Corporate Goi/ernance Statement
In 2024, the bp group continued to operate under the corporate governance framework (the Framework) The

- Framework closely aligns with bp’s purpose - reimagining energy for people and our planet - and strategy. The .
Framework also defines bp’s role, to promote the long-term sustainable success of the company, generating

11 -



" Docusign Envelope ID: 35F6DEGF-51B74;100-AFC1-05FOGC4E942F

DIRECTORS' REPORT
Corporate Governance Statement (continued)

value for its shareholders while havmg regard to its other stakeholders, the impact of 1ts operatlons on the

- communities within which 1t operates and the environment. :

-The core ‘of the company’s governance arrangements come from bp’s System of Internal Control, Global
Subsidiary Corporate Governance Pohcy (the Policy) and Code of Conduct, and '"Who we are' beliefs, details
of which are set out below.

SyStem of Internal Control

The System of Internal Control is the hohstlc set of mahagement systems organizational structures, processes,
standards and behaviours that are employed to conduct the bp group’s- business. These processes énable the
company to achieve its objectives and purpose by ensuring that it responds appropriately to business,
0perat10na1 ﬁna.nc1al and other risks and opportumtles

Fuxther, the System of Internal Control requires the maintenance of proper records and processes that generate
a flow of timely, relevant and reliable information from within and outside the organization which helps to
ensure the quality of internal and external reporting. The System of Internal Control helps to ensure
compliance with laws and regulations, bp’s Code of Conduct and other internal policies.

The'Policy -

The Pollcy has been established by BP p.l.c. and 1mp1emented by its subsidiaries, including the company, to A
establish common standards in corporate governance across the group. These standards ¢over the role and

responsibilities of the board and the directors, its processes and its relationship with executive management,
shareholders and other stakeholders. .

‘The Policy underpins the Subsidiary Governance Frarnework (the Framework) which embodies - a
comprehensive set of rules and recommendations designed to standardize and promote best practice subsidiary
governance across: '

i. Legal entity data management;

'ii. Legal entity compliance;
iil. Legal entity lifecycle management;
iv. Directors & officers support; and
v. Board governance.

. The Policy and the Framework set out the responsibilities of all directors and officers of each of the bp group’s -

subsidiaries and the primary tasks of the board, including consideration and execution of long-term strategy,
monitoring of the subsidiary’s performance and ensuring that the principal risks to the subsidiary are identified

and that appropriate systems of risk management and control are in place. As a result, the company has not |

considered it necessary to adopt a formal corporate governance code.
The Policy requires directors to:

i. Attend induction training upon appointment and are recommended to refresh their training annually;

ii. Not engage in any activity that is, or could reasonably be perceived to be, in conflict with the interests of
the company and are further required to act in the best interésts of the company, which may not
necessarily coincide with the best interest of the bp group;

iii. Consult in advance of conflicts of duties in order to identify ‘and implement steps to avoid or mitigate

such conflicts; and -
iv. Retain responsibility for the approval of financial statements.
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DIRECTORS' REPORT

Corporate Governance Statement (continued)

" The Policy (continued)

| Decision making rests with the directors of the company and delegation of specific powers or decisions is
documented in writing, setting out the reasons for the scope as well as limitation of such delegation, supported
by a form of bp group authority. Delegations are monltored and reviewed by the board on a regular basis.

. The Code of Conduct

bp’s code of conduct was relaunched in January 2023 and is based on bp's values and beliefs, and sets clear
- expectations for how all employees at bp should work, including directors of the company. The code is
designed to be a clear set of expectations to enable all employees to make choices in a consistent way.

The code of conduct includes sections covering:

ii.

iii.
iv.

VI

Our responsibility and how we speak up, 1nclud1ng our channels for speaking up and how concerns are -

managed;

Safety and sustainability, including operatmg safely and securely and dehvenng bp’s sustamablhty
frame; -

People, including dlversuy, equity and inclusion;

Business partners, including building and maintaining strong relatlonshlps and proactively managing

- conflicts of interest;

Governments and communities, including human rights community engagement and public
communications; and ~

Assets and financial 1ntegr1ty, including the need to record and maintain accurate and complete
information. : .

Application of the system of governance

- The directors have applied this system of governance by:

a.

Regularly rev1ewmg board composmon to ensure that it has an appropnately diverse balance of skllls

backgrounds, experience and knowledge and ensuring that individual directors have sufficient capacity
to make valuable contributions. The board, where appropriate, and in accordance with the. Policy,
retains a minimum of three directors, promotes independent and objective challenge through the
appointment of directors who are not d1rectly or indirectly responsible for the management function of

‘the company-and may nominate a designated Chair to provide leadership of the board.

Undertaking training on a regular basis to ensure that they have a clear understanding of their

- responsibilities and accountabilities. To support effective decision-making in their capacity as
directors, the board considers the System of Internal Control, the bp Code of Conduct and the '

company’s purpose and how it furthers the bp group's purpose, aims and ambitions.

In accordance with the Policy, the board is supported by the System of Internal Control to identify
opportunities to create and preserve value Refer to the principal risks and uncertainties in the Strategic
Report.

Having regard to -and fostering good stakeholder relationships. Refer to the company’s section 172
statement in the Strateglc Report for further information.

~ Auditors

Pursuant to section 487 of the Companies Act 2006, Deloitte LLP have expressed their willingness to continue

in office as auditors and are therefore deemed reappointed as auditors.
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' DIRECTORS' REPORT

" Diréctors’ statement as to the disclosure of information to the auditor

The directors who were members of the board at the time of approving the directors’ report, as listed on page
1, confirm that: : ‘ ' :

«  To the best of each director’s knowledge and belief, there is no information relevant to the preparation of

the auditor's report of which the company’s auditor is unaware; and

-+ Each director has taken all the steps a director might reasonably be expected to.have taken to be aware: of
* relevant audit information and to establish that the company’s auditor is aware of that information.

This confirmation is given.and should be interpreted in accordance with section 418 of the Companies Act

2006. - ' ’

Appfbved by the board of directors and signed on behalf of the board by:

178DA6629ABF403...
J S Freeman

Director -
‘September 12, 2025.

Registered Office:

_ Chertsey Road .
Sunbury on Thames
Middlesex

- TWI167BP -
United Kingdom
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STATEMENT OF DIRECTORS’ RESPONSIBILITIES IN RESPECT
OF THE FINANCIAL STATEMENTS

BP EXPLORATION (AZERBAILJ LIMITED

The directors are responsible for preparing the Annual Report and the financial statements in accordance with
applicable UK law and regulations. .

Company law requires the directors to prepare financial statements for each financial year. Under that law the
directors have elected to prepare the financial statements in accordance with United Kingdom Generally
Accepted Accounting Practice (United Kingdom Accounting Standards and applicable .law) including
Financial Reporting Standard 101 ‘Reduced Disclosure Framework’. Under company law the directors must .
not approve the financial statements unless they are satisfied that-they give a-true and fair view of the state of
affairs of the company and the profit or loss for that period. In preparing these financial statements, the

_ directors are required to: :

» select Suitable accounting policies and then abply them consistently;
*  make judgements and estimates that are reasonable and prudent; .

» state whether applicable ‘United Kingdom accounting standards have been followéd, subject to‘an'y
material departures disclosed and explained in the financial statements; and

* prepare the financial statements on the gomg concern bas1s unless 1t is mapproprlate to presume that
the company will continue in business. -

The directors are responsible for keeping adequate accounting records that are sufficient to show and explain
the company’s transactions and disclose with reasonable accuracy at any time the financial position of the
company and enable them to ensure that the financial statements comply with the Companies Act 2006. They

~ are also responsible for safeguarding the assets of the company and hence for taking reasonable steps for the
prevention and detection of fraud and other 1rregular1t1es : :

The directors conﬁnn that they have complied with these requirements. Detalls of the d1rectors assessment of
- going concern are provided-in the D1rectors Report.
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INDEPENDENT AUDITOR'S REPORT

TO THE MEMBERS OF BP EXPLORATION (AZERBAILJ LIMITED
Report on the aﬁdit of the ﬁnané_ial' statements

Opinion
In our opinion the financial statements of BP Exploration (Azerbaljan) Limited (the 'company'):
» give a true and fair view of the state of the company’s affairs as at 31 December 2024 and of its profit for the
year then ended;
_* have been properly prepared in accordance with United ngdom Generally Accepted Accountmg Practice,
including Financial Reporting Standard 101 “Reduced Disclosure Framework™; and
* have been prepared in accordance with the requirements of the Companies Act 2006.

We have audited the financial statements which comprise:
+ the profit and loss account;
« the statement of comprehensive income;
* the balance sheet;
« the statement of changes in equxty, and
«_the related notes 1to 23.

The Jﬁnancial reporting framework that has been applied in their preparation is applicable law- and United Kingdom
Accounting Standards, including Financial Reporting Standard 101 “Reduced Dlsclosure Framework” (Umted Kingdom
Generally Accepted Accounting Practice).

Basis for opinion

We conducted our audit in accordance with Internatlonal Standards on Auditing (UK) (ISAs (UK)) and applicable law.
Our responsibilities under those standards are further described in the auditor’s responsibilities - for the audlt of the
financial statements section of our report.

We aré independent of the company in accordance with the ethical requirements that are relevant to our audit of the
financial statements in the UK, including the Financial Reporting Council's (the ‘FRC’s’) Ethical Standard, and we have
fulfilled our other ethical responsibilities in accordance with these requirements. We belleve that the audit-evidence we
have obtained is sufficient and appropnate to provide a basis for our opinion.

Conclusmns relating to going concern :
In auditing the financial statements, we have concluded that the directors’ use of the going concern basis of accounting in
the preparatlon of the financial statements is approprlate

Our evaluation of the directors’ assessment of the company s ablllty t6 continue to adopt the going concern ba51s of
accounting included:
*  An assessment of whether material uncertainties existed that could cast significant doubt on the entity’s ablllty to
. continue as a- going concem for least 12 months after the date of approval of the financial statements;
¢ An assessment of the fund that can be made available to the company through bp group treasury channels;
» An assessment of the management’s ‘identified potential mitigating actions and the appropriateness of the
inclusion of these in the going concern assessment; and '
*. - An assessment of the disclosures made within the financial statements.

Based on the work we have performed, we have not identified any material uncertainties relating to events or conditions
that, individually or collectively, may cast significant doubt on the company’s ability to continue as a going concern for a
period of at least twelve months from when the financial statements are authorised for issue.

Our responsibilities and the responsibilities of the directors with respect to going concern are described in the relevant
sections of this report. :

- Other mformatlon ‘ !

~ The other information comprises the information included in the annual report, other than the financial statements and our

auditor’s report thereon. The directors are respon51ble for the other information contained within the annual report. Our
opinion on the financial statements does not cover the other information and, except to the extent otherwise explicitly

stated in our report, we do not express any form of assurance conclusion thereon.
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INDEPENDENT AUDITOR'S REPORT
Other int‘ormatio'n (continued)

Our responsibility is to read the other information and, in doing so, consider whether the other information is materially
‘inconsistent with the financial statements or our knowledge obtained in the course of the audit, or otherwise appears to be
materially misstated. If we identify such material inconsistencies or apparent material misstatements, we are required to
determine whether this gives rise to a material misstatement in the financial statements themselves. If, based on the work
we have performed, we conclude that there is a material misstatement of this other information, we are ‘required to report
that fact. ‘

We have nothing to report in this regard.

Responsnbllmes of directors

As explained more fully in the directors’ responsibilities statement, the directors are respons1ble for the preparanon of the
financial statements and for being satisfied that they give a true and fair view, and for such internal control as the directors
determine is necessary to enable the preparation of financial statements that are free from material misstatement, whether
due to fraud or error. : :

In preparing the ﬁnanclal statements, the dlrectors are responsible for assessing the company’s ability to continue as a
going concern, disclosing, as applicable, matters related to going concern and using the going concern basis of accounting
unless the directors either intend to liquidate the company or to cease operations, or have no realistic alternative but to do
s0. )

Auditor's responsibilities for the audit of the financial statements - ‘ p

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole are free from material
misstatement, whether due to fraud or error, and to issue an auditor's report that includes our opinion. Reasonable
assurance is a high level of assurance, but is not a guarantee that-an audit conducted in accordance with ISAs (UK) will
always detect a material misstatement when it exists. Misstatements can arise from fraud or error and are considered
material if, individually or in the aggregate, they could reasonably be expected to influence the economic decisions of
users taken on the basis of these financial statements

_A further description of our responsibilities for the audit of the financial statements is located on the FRC’s website at:
www.frc.org.uk/auditorsresponsibilities. This description forms part of our auditor’s report..

Extent to which the audlt was considered capable of detecting irregularities, including fraud
"Irregularities, including fraud, are instances of non-compliance with laws and regulations. We design procedures i in line

with our responsibilities, outlined above, to detect material misstatements in respect of irregularities, including fraud. The

extent to which our procedures are capable of detecting irregularities, including fraud is detailed below.

‘We considered the nature of the company’s industry and its control environment, and reviewed the company’s
documentation of their policies and procedures relating to fraud and compliance with laws and regulations. We also
-enquired of management and the directors about their own identification andassessment of the risks of irregularities,
including those that are specific to the company’s business sector.

We obtained an understanding of the legal and regulatory frameworks that the company operates in, and identified the key
laws and regulations that:
» had a direct effect on the determination of material amounts and disclosures in the financial statements These
included UK Companies. Act and tax legislation; and
* do not have a direct effect on the financial statements but compliance with which may be fundamental to the
company’s ability to operate or to avoxd a material penalty. These mcluded the company’s operating licence and
environmental regulations.

We discussed among the audit engagement team regardmg the opportunities and incentives that may exist w1thm the '

organisation for fraud and how and where fraud might occur in the financial statements.

As a result of performing the above, we identified a significant audit risk that revenue could be materially overstated, due
to revenue recognition, in the event that the transactions recorded did not actually occur. We performed substantive audit
procedures to test all revenue transactions recorded by tracing volumes and prices to invoices, comparatively analyzed
sales price per barrel with the brent crude market price, performed analytical review of the well-head condensate
production and compared the gross condensate export volumes with gross condensate productlon
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INDEPENDENT AUDITOR'S REPORT

Extent to which the audit was considered eapable of detecting irregularities, including fraud (continued)

In common with all audits under ISAs (UK), we are also required to perform specific procedures to respond to the risk of
management override. In addressing the risk of fraud through management override of controls, we tested the
appropriateness of journal entries and other adjustments; assessed whether the judgements made in making accounting
estimates are indicative of a potential bias; and evaluated the business rationale of any srgmﬁcant transactions that are
unusual or- outsrde the normal course of business.

. In addition to the above, our procedures to respond to the risks identified included the following:

* reviewing . financial statement disclosures by testing to supporting documentation to assess compliance with
provisions of relevant laws and regulations described as having a direct effect on the financial statements;

+ performing analytical procedures to identify any unusual or unexpected relationships that may indicate risks of
material misstatement due to fraud,

*  enquiring of management and in-house legal counsel concerning actual and potentlal litigatlon and claims, and

instances of non-compliance with laws and regulations; and
* reading minutes of meetings of those charged with governance.

Report on other legal and regulatory requirements ‘

Opinions on other matters prescribed by the Companies Act 2006
In our opinion, based on the work undertaken in the course of the audit:
* " the information given in the strategic report and the diréctors’ report for the financial year for which the fmancral
statements are prepared is consistent with the financial statements; and
*  the strategic report and the directors’ report have been prepared in accordance with applicable légal
requirements.

In the light of the knowledge and understanding of the company and its environment obtained in the course of the audit,
we have not'identified any material misstatements in the strategic report or the directors’ report.

Matters on which we are required to report by exception
Under the Compariies Act 2006 we are required to report in respect of the following matters if, in our opinion:
* adequate accounting records have not been kept, or returns adequate for our audit have not been received from
branches not visited by us; or
+ the financial statements are not in agreement with the accountmg records.and returns; or
»  certain disclosures of directors’ remuneration specnﬁed by law are not made; or
* we have not received all the information and explanations we require for our audit.

We have nothing to report in respect of these matters.
- Use of our repbrt

This report is made solely to the company’s members, as a body, in accordance with Chapter 3 of Part 16 of the
Companies Act 2006. Our audit work has been undertaken so that we might state to the company’s members those

matters we are required to state to them in an auditor’s report and for no other purpose. To the fullest extent permitted by
law, we do not accept or assume responsibility to anyone other than the company and the company’s members as a body,

for our audit work, for this report, or for the opinions we have formed.

DocuSigned by:
Wg WMR«

408C09

Anthony i\/fat%hews FCA

(Senior statutory Auditor)

for and on behalf of Deloitte LLP
Statutory Auditor

London, United Kingdom

Septeinber 12, 2025
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PROFIT AND LOSS ACCOUNT

.. FOR THE YEAR ENDED 31 DECEMBER 2024

BP EXPLORATION (AZERBAIJAN) LIMITED

2023

4 2024 .

: Note ~ $000 $000
Turnover 3 2,905,537 - 3,404,780
Cost of sales 4 (1,893,540) (1,840,188)
Gross profit 1,011,997 1,564,592
Exploration expenditure written off ‘ , , — (6,282)
Administrative expenses o (21,086) (20,130)
Other operating expenses - ‘ A ‘ . — (76,436)
Other operating income _ 52,214 54,778
Operating profit ‘ : ' 4 1,043,125 1,516,522
Interest receivable and similar income 6 90,783 166,002
Interest payable and similar expenses 7 (17,241) (13;274)
Profit before taxation 1,116,667 1,669,250
Tax on profit L -8 ' (386,559)  (541,645)
Profit for the financial year 730,108 1,127,605

, The profit of $730,108,000 for the year ended 31 December 2024 was ded&ed in its entirety from continuing |

operations.
STATEMENT OF CQMPREHENSIVE INCOME -

"FOR THE YEAR ENDED 31 DECEMBER 2024

B There is no comprehensive income attributable to the shareholders of the company other than the profit for the

year.
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: BALANCE SIIEET

AS AT 31 DECEMBER 2024

BP EXPLORATION (AZERBAIJAN) LIMITED
(Registered N0.02160234)

2024

2023

‘ Note ~ $000 $000
Fixed assets , 4 . ) A o L :
Intangible assets o - 10 . 63,792 27,296
Tangible assets . i , ‘ . 11 - 4,467,126 5,123,694
Investments : : . E . 12 46 46
. : ' 4,530,964 5,151,036
Current assets : o '
- Stocks - o A : 13 ' 35,153 33,603
‘Debtors: amounts falling due within one year 14 750,161 932,015
4 S - - - 785,314 965,618 -
Creditors: amounts falling due within one year _ 15 - (143,386) (157,820)
Net current assets L _ ' 641,928 807,798
TOTAL ASSETS LESS CURRENT LIABILITIES - 5,172,892 5,958,834
Creditors: amounts falling due after mbre than one year ‘ 15 .' - (31,939) (42,957)
Provisions S _ ' .16 (409,989) - (415,021)
NET ASSETS T - ' 4,730,964 5,500,856
. Capital and reserves _ . . . . L .
Called up share capital ~ o , 17 3,542,681 © 3,542,681
Profit and loss account o . . B 18 Al’,188,283 1,958,175
TOTALEQUITY . . - T_4,730964 _ 5,500,856

The financial statements were approved by the board of directors and authorized for issue on

© 10 September 2025 and were signed on its behalf by:

Signed by: : ’ ’ - ' ’ T
. . F . T ' \
U we Frooman, : :
N\ 178DA6620ABF403... _ .

J S Freeman -

Director '
. September 12,. 2025 ’
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' ’ ' STATEMENT OF CHANGES IN EOUITY

FOR THE YEAR ENDED 31 DECEMBER 2024

BP EXPLORATION (AZERBAIJAN) LIMITED

.21

Calledup  Profit arid
. “share capital  loss account
(Note 17) (Note 18) Total
$000 $000 $000
Balance at § January 2023 3,542,681 ' “3,830,570 7,373,251
Profit for the financial year, representmg total comprehensive o . 1,127,605 . 1”1 27,605
~ income A
Dividends paid - : — (3,000,000)  (3,000,000)
Balance at 31 December 2023 ¢ - 3,542,681 . 1,958,175 5,500,856
" Balance at 1 January 2024 , 3,542,681 1,958,175 5,500,856
Profit for the ﬁnanmal year, representing total comprehensive . 730,108 73 0’1 08
income
Dividends paid » —  (1,500,000) (1,500,000)
Balance at 31 December 2024 . 3,542,681 1,188,283 4,730,964
5
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NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2024
BP EXPL.ORATION AZERBAIJ LIMITED

Authonzatlon of financial statements and statement of compliance with Fmancnal Reporting Standard
101 Reduced Disclosure Framework (FRS 101)

The financial statements of BP Exploration (Az'erbaijan) Limited for the year ended 31 December 2024 were
approved by the board of directors on 10 Septemberagd®#e balance sheet was signed on the board’s behalf
by J S Freeman. BP Exploration (Azerbaijan) Limited is a private company, limited by shares incorporated,
domiciled and registered in England and Wales (registered number 02160234) under the Companies Act 2006.
" The company's registered office is at Chertsey Road, Sunbury on Thames, Middlesex, TW16 7BP, United
Kingdom. These financial statements were .prepared in accordance with Financial Reporting Standard 101
'"Reduced Disclosure Framework' (FRS 101) and the provisions of the Companies Act 2006.

Material accounting policy information, significant judgements, estilnates and assumptions

The material accounting policy information and critical accounting Judgements estimates and assumptlons of
the company are set out below : :

Basis of preparation

‘These financial statements have been prepared in accordance with FRS 101. The financial atatements have

been prepared under the historical cost convention. Historical cost is generally based on the fair value of the
consideration given in exchange for the assets.

The accounting p011c1es that follow have been consistently applied to all years presented, except where
otherwise indicated. :

The company meets the deﬁmtlon ofa quahfymg entity under FRS 100 ‘Apphcatlon of Financial Reporting
Requirements’ issued by the FRC. Accordingly, these financial statements were prepared under the historical

cost convention in accordance with Financial Reporting Standard 101 Reduced Disclosure Framework and the

Companies Act 2006. As permitted by FRS 101, the company has taken advantage of the disclosure
exemptions available under that standard in relation to:

(a) the requirements of paragraphs 10(d), 10(f), 16, 38A, 38B, 38C, 38D, 40A, 40B, 40C, 40D, 111 and
134.to 136 of IAS 1 Presentation of Financial Statements; :

(b) the requirement in paragraph 38 of [AS 1 Presentatlon of Financial Statements to present comparatwe
information in respect of:

() = paragraph 79(a)(iv) of IAS 1 Presentation of Financial Statements,
(ii) paragraph 73(e) of IAS 16 Property, Plant and Equipment;

(i)  paragraph 74A(b) of IAS 16 Property, Plant and Equipment; and
(iv)-  paragraph 118(e) of IAS 38 Intangible Assets.

(¢) the requirements of IAS 7 Statement of Cash Flows (excluding paragraphs 1 to 44E, 44H(b)(ii) and 45
to 63 which are not applicable);

(d) the requirements of paragraphs 30 and 31 of IAS 8 Accounting Policies, Changes in Accountmg
Estimates and Errors in relation to standards not yet effective;

(e) ‘the requirements of paragraph 17.and 18A of IAS 24 Related Party Disclosures;

(f) the requirements of IAS 24 Related Party Disclosures to disclose related party transactions entered
‘into between two or more members of a group, provided that any subsidiary which is a party to the
transaction is wholly owned by such a member;-

(g) the requirements of paragraphs 130(f)(ii), 130(f)(iii), 134(d) to 134(f) and 135(c)- 135(e) of IAS 36
Impairment of Assets;
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2.

NOTES TO THE FINANCIAL STATEMENTS
Material accounting poli.cy information, significant judgements, estimates and assumptions (continued)

Basis of preparation (continued) . )

(h) the requirements of paragraph 24(b) of IFRS 6 Exploration for and Evaluation of Mineral Resources to
disclose the operating and investing cash ﬂows arising from the exploratxon for and evaluation of
mineral resources; :

(i) the requirements of IFRS 7 Financial Instruments: Disclosures;

(j) the requirements of paragraphs 91 — 99 of IFRS 13 Fair Value Measurement;

(k) the requirement of the second sentence of paragraph 110 and paragraphs 113(a), 114, 115, 118, 119(a)

to (c), 120 to 127 and 129 of IFRS 15 Revenue from Contracts with Customers;

(1) the requirements of paragraph 52, the second sentence of paragraph 89, and paragraphs 90, 91 and 93 -

of IFRS 16 Leases;

(m) the. requirements. of paragraph 58 of IFRS 16 Leases, prov1ded that the disclosure of details of
indebtedness required by paragraph 61(1) of Schedule 1 to the Regulations is presented separately for
lease liabilities and other liabilities, and in total; and

(n) the requirements of paragraphs 88C and 88D of IAS 12 Income Taxes.

Where required, equivalent disclosures are given in the group financial statements of BP p.l.c. The group
financial statements of BP p.l.c. are available to the public and can be obtained as set out‘in Note 23.

The ﬁnanc1a1 statements are presented in US dollars and all values are rounded to the nearest thousand dollars
($000), except where otherwise mdlcated

Material accountmg policy mformatlon: use of judgements, estimates and assumptions

Inherent in the application of many of the accounting policies used in preparing the financial statements is the -
" need for management to make judgements, estimates and assumptions that affect the reported amounts of

assets and liabilities at the date of the financial statements and the reported amounts of revenues and expenses
during the period. Actual outcomes could differ from the estimates and assumptions used.

The accounting judgements and estimates that have a signiﬁcant impact on the results of the company are set
out within the following paragraphs, and should be read in conjunctlon with the information provided in the
Notes to the financial statements.

The areas requiring the most significant judgement and estimation in the preparation of the financial
statements are: exploration and appralsal intangible assets; the recoverability of asset canymg values,

including the estlmatlon of reserves, provisions and taxation.

Judgements and estimates not all of which are significant, made in assessing the impact of the current

-economic and geopolitical environment, and climate change and the transition to a lower carbon economy on

the financial statements are also set out in the following paragraphs. Where an estimate has a significant risk of

- resulting in a material adjustment to the carrying amounts of assets and 11ab111t1es within the next financial year

th1s is specifically noted in the following paragraphs.

Judgements and estimates made in avvewmg the impact of climate change and the transition to a lower

carbon economy
Climate change and the transition to a lower carbon economy were considered in preparing the financial
statements. These may have significant impacts on the currently reported amounts of the company s assets and

liabilities discussed below and on similar assets and liabilities that may be recognized in the future. bp’s

assumptions for investment appraisal form part of an investment-decision making framework for currently

" unsanctioned future capital expenditure on tangible assets, and intangibles including exploration and appraisal

assets, that is designed to support the effective and resilient implementation of bp’s strategy
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NOTES TO THE FINANCIAL STATEMENTS
Material accounting policy information, significant judgements, estimates and assumptions (continued)
Material accounting policy information: use of judgements, estimates and assumptions (continued)

Judgements and estimates made in assessing the impact of climate change and the transition toa lower
carbon economy (continued)

The price assumptions used for investment appraisal include oil and gas price assumptions, which are producer
prices and are therefore net of any future carbon prices that the purchaser may be required to pay, and an
assumption of a single carbon emissions cost imposed on the producer in respect of operational greenhouse gas
(GHG) emissions (carbon dioxide and methane) in order to incentivize engineering solutions to mitigate GHG
emissions on projects. bp's oil and gas price assumptions for value in use impairment testing are aligned with
those investment appraisal assumptions. The assumptions for future carbon emissions costs in value in use
impairment testing differ from the investment appraisal assumptions and are described below.

Impairment of tangible assets

The energy transition is likely to impact the future prices of commodities such as oil and natural gas which in
turn may affect the recoverable amount of tangible assets in the oil and gas industry. bp’s best estimate oil and
natural gas price assumptions for value in use impairment testing were revised during 2024. The revised price
assumptions have been rebased in real 2023 terms and are materially consistent with the disclosed prices in
2022 terms. The near term Brent oil assumption was held constant at $70 per barrel to reflect near-term supply
constraints before declining after 2030 to $50 per barrel by 2050 continuing to reflect the assumption that as
the energy system decarbonizes, falling oil demand will cause oil prices to decline. The price assumptions for
Henry Hub gas up to 2050 were held constant at $4.00 per mmBtu reflecting an assumption that declining
domestic demand in the US is offset by higher liquefied natural gas (LNG) exports. The revised assumptions
for Brent oil and Henry Hub gas sit within the range of external scenarios considered by management and are
in line with a range of transition paths consistent with the temperature goal of the Paris climate change
agreement, of holding the increase in the global average temperature to well below 2°C above pre-industrial
levels and pursuing efforts to limit the temperature increase to 1.5°C above pre-industrial levels.

The bp group’s investment appraisal process includes-a carbon emissions price series for the investment
economics which is applied to bp's anticipated share of bp's forecast of the investment assets' scope 1 and 2
" GHG emissions where they exceed defined thresholds, and is assumed to apply whether or not bp is the asset
operator. However, for value in use impairment testing on bp's existing cash ‘generating units (CGUs),
consistent with all other relevant cash flows estimated, bp is required to reflect management's best estimate of
any expected applicable carbon emission costs payable by bp, including where bp is not the operator, in the
future for each jurisdiction in which the company has interests. This requires management’s best estimate of
how future changes to relevant carbon emission cost policies and/or legislation are likely to affect the future
cash flows of the company’s applicable CGUs, whether currently enacted or not. Future potential carbon
pricing and/or costs of carbon emissions allowances are included in the value in use calculations to the extent
management has sufficient information to make such an estimate. Currently this results in limited application
of carbon price assumptions in value in use impairment tests given that carbon pricing legislation in most
impacted jurisdictions where the company has interests is not in place and there is not sufficient information
available as to the relevant policy makers' future intentions regarding carbon pricing to support an estimate. A
key input into the determination of impairment is the assumption, aligned with bp’s aim to reach net zero
greenhouse gas emissions by 2050 or sooner, that the current recognized portfolio of oil and gas properties and
refining assets will have an immaterial carrying value by 2050.

However, as bp’s forecast future prices are producer prices, the company considers it reasonable to assume
that if, in addition to the costs already in place, further scope 1 and 2 emission costs were partially to be borne
directly by oil and gas producers including bp in future and the prevalence of such costs were to become
widespread, the gross oil and gas prices realized by producers would be correspondingly higher over the long
term, resulting in no expected overall materially negative impacts on the company’s net cash flows. See
significant judgements and estimates: recoverability of asset carrying values for further information including
sensitivity analysis in relation to reasonably possible changes in the price assumptions and carbon costs.

Production assumptions within upstream tangible assets value in use impairment tests reflect management’s
current best estimate of future production of the existing upstream portfolio See significant judgements and
estimates: recoverability of asset carrying values for sensitivity analyses in relation to reasonably possible
changes in production for upstream oil and gas properties.
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' NOTES TO THE FINANCIAL STATEMENTS

2. Material accountmg pollcy mformatlon, significant ]udgements, estimates and assumptions
(contmued)

Material accounting policy information: use of judgements, estimates and assumptions (continued)

. Impaimient of tangible assets (continued)

Management will continue to review prlce assumptions as the energy transmon progresses and this may result
in impairment charges or reversals in the future.

Exploration and appraisal intangible assets _

The energy transition may affect the future development or viability of exploration prospects. The
recoverability of the company exploration and appraisal intangible assets was considered during 2024. No
mgmﬁcant write-offs were identified. These assets will continue to be assessed as the energy transition -
progresses.” See significant judgement: exploration and appralsal mtanglble assets and Note 10 for further
mformatlon

Tangible assets — depreczatlon and expected useful lives :
" The energy transition may curtail the expected useful lives of oil and gas mdustry assets thereby acceleratmg
depreciation charges.

However, a significant majority of bp’s existing upstream oil and natural gas properties are likely to have
immaterial carrying values within the next 12 years and, as outlined in bp's strategy, oil and natural gas
productlon will remain an 1mportant part of bp’s busmess activities over that period. : :

Therefore, management does not expect the useful lives of bp’s reported tangible assets to change and do not
consider this to be a significant accounting judgement or estimate. Significant capital expenditure is still
required for ongoing projects as well as renewal and/or replacement of aged assets and therefore the useful
lives of future capital expendlture may be different: See material accounting policy: tanglble assets for more
1nformat10n : :

" Provisions: decommissioning : : -
The energy transition may bring forward the decomm1ssxomng of oil and gas industry assets thereby increasing
-the present value of associated decommissioning provisions. Decommissioning cost estimates are based on the’
known regulatory and external environment. These cost estimates may change in the’ future including as a
result of the transmon to a lower carbon economy.

The majority of bp’s existing upstream oil and gas properties are expected to start decommissioning within the
next two decades. Currently, the expected timing of decommissioning expenditures for the upstream oil and
gas assets in the company’s portfolio has not materially been brought forward. Management does not expect a
reasonably possible change of two years in the expected timing of all decommissioning to have a material
effect on the upstream decommissioning provisions, assuming cost assumptions remain unchanged.

Judgements and estimates made in assessing the impact of the geopolitical and economic environment
In preparing the financial statements, the following areas involving judgement and estimates were identified as
most relevant with regards to the impact of the current geopolitical and economic environment.

oil and gas price assumptions '
Oil and gas price assumptions applied in value in use impairment testing have been updated for 1nﬂatlon and

have been rebased in real 2023 terms. See significant judgements and estlmates recoverability of asset
- carrying values for further information.

Dtscount rate assumptwns

The discount rates used for impairment sensitivity testing and provxsxons were reassessed during the year in

light of changmg economic and geopolmcal outlooks. See significant judgements and estimates: recoverablhty
- of asset carrying values and provxslons for further information. '
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NOTES TO THE FINANCIAL STATEMENTS
Material acconnting policy information, significant judgements, estimates and assurnptions (c'ontinued)
Material accounting policy informaﬁon
Going conéern

The directors consider it appropriate to adopt the going concern basis of accounting in preparing the financial
statements. The current economic and geopolmcal environment were considered as part of the going concern
assessment.

Liquidity -and financing are managed within the bp group under pooled group-wide arrangements which
include the company. As part of the going concern basis of preparation for the company, the ability and intent
of the bp group to support the company has also been taken into consideration. The most recent bp group
.financial statements continue to be prepared on a going concern basis. Forecast liquidity of the bp group has
been assessed under 2 number of stressed scenarios, including a significant decline in oil prices over the 12-

month period from the date these financial statements were approved. Reverse stress tests performed indicated -

that the bp group will continue to operate as a going concern for at least 12 months from the date of approval
of the financial statements even if the Brent price fell to zero. In addition, bp group.management have
confirmed the existing intra-group funding and liquidity arrangements as currently constituted are expected to
continue for the foreseeable future, being no less than twelve months from the approval of these financial
statements. No material uncertainties over going concem or significant judgements or estimates on the
assessment were identified. Accordingly, the company will be able to draw on support from the bp group for
the foreseeable future and these ﬁnancial statements have therefore been prepared on a going concern basis.

Gas and condensate oil ratio in the company’s export proﬁle approxrmates to 80% and 20% respectrvely,

makmg gas sales pnmary source of the revenue.

Tradrng activities of the company are largely external to bp, as the company sells gas volumes to external
parties and trades condensate oil within the group.

The company is self-sufficient and generates cash mdependeritfy. The company is a wholly owned affiliate of
BP p.Lc and can request funds from BP International Limited if required.

In assessing the prospects of BP Exploration (Azerbaijan) I;irnited, the directors noted that such assessment is
subject to a degree of uncertainty that can be expected to increase looking out over time and, accordingly, that
future outcomes cannot be guaranteed or predicted with certainty.

Having a reasonable expectation that the company has adequate resources to continue in operational existence
for at least the next 12 months from the date these financial statements were approved the directors consider it
appropriate to continue to adopt the going concern basis of accounting in preparing the financial statements.

' Foreign currency

The functional and presentation currency of the financial statements is US dollars. The functional currency is
the currency of .the primary economic environment in which the company operates and is normally the
currency in which the company primarily generates and expends cash.

Transactions in_foreign currencies are initially recorded in the functional currency by applying the rate of
exchange ruling at the date of the transaction. Where this is not practical and exchange rates do not fluctuate
materially the average rate has been used. Monetary assets and liabilities denominated in foreign currencies are

retranslated into the functional currency at the spot exchange on the balance sheet date. Any resulting .

exchange differences are included in the profit and loss account, unless hedge accounting is applied. Non-
monetary assets and liabilities, other than those measured at fair value, are not retranslated subsequent to initial
recogmtlon :
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NOTES TO THE FINANCIAL STATEMENTS
Material accounting policy information, significant judgements, estimates and assumptions (continued)
* Material accounting policy information (continued)
Intangible assets
Intangible assets include expendituré on the exploration for and evaluation of oil and natural gas resources and
are stated at the amount initially recognized, less accumulated amortization and accumulated impairment
losses. :
For information on accounting for expenditures on the exploration for and evaluation of oil and natural gas
resources, see the accounting policy for oil and natural gas exploration, appraisal and development expenditure

below.

Intangible assets are carried initially at cost unless acquired as part of a business combination. Any such asset

'is measured at fair value at the date of the business combination and is recognized separately from goodwill if

the asset is separable or arises from contractual or other legal rights.

Intangible assets’ with a finite life are amortized on a straight-line basis over their expected useful lives. For
licences, expected useful life is the shorter of the duration of the legal agreement and economic useful life, and
can range from three to fifteen years. The expected useful lives of assets and the amortization method are
reviewed on an annual basis and, if necessary, changes in useful lives or the amortization method are
accounted for prospectively.

The carrying value of intangible assets is reviewed for impairment whenever events or changes. in
circumstances indicate the carrying value may not be recoverable.

Oil and natural gas exploration and appraisal expenditure
Oil and natural gas exploration and appraisal expenditure is accounted for using the principles of the
successful efforts method of accounting as described below.

Licence and property acquisition costs

" Exploration licence and leasehold property acqu1s1t10n costs are capltallzed within mtang1ble assets and are
reviewed at each reporting date to confirm that there is no indication that the carrying amount exceeds the
recoverable amount. This review includes confirming that exploration drilling is still under way or planned or
that it has been determined, or work is under way to determine, that the discovery is economically viable based
on a range of technical and commercial considerations, and sufficient progress is being made on establishing
development plans and timing. If no future activity is planned, the remaining balance of the licence and
property acquis"itio'n'costs is written off. Lower value licences are pooled and amortized on a straight-line basis
.over the estimated period of exploration. Upon internal approval for development and recognition of proved
_ reserves of oil and natural gas, the relevant expenditure is transferred to tangible assets.

Exploratwn and appraisal expendtture -
Geological and geophysical exploration costs are charged to the proﬁt and loss account as incurred. Costs
directly associated with an exploration well are capitalized as an intangible asset until the drilling of the well is

complete and the results have been evaluated. These costs include employee remuneration, materials and fuel- -

used, rig costs and payments made to contractors. If potentially commercial quantities of hydrocarbons are not
found, the exploration well costs are written off. If hydrocarbons are found and, subject to further appraisal

activity, are likely to be capable of commercial development, the costs continue to be carried as an asset. Ifitis -

determined that development will not occur that is, the efforts are not successful, then the costs are expensed.:
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NOTES TO THE FINANCIAL STATEMENTS

2. Material accounting policy information, significant judgements, estimates and assumptions (continued)
Material accounting policy information (continued)
Intangible assets (continued)

Costs directly associated with appraisal activity undertaken to determine the size, characteristics and
commercial potential of a reservoir following the initial discovery of hydrocarbons, including the costs of
appraisal wells where hydrocarbons were not found, are initially capitalized as an intangible asset. Upon
internal approval for development and recognition of proved reserves, the relevant expenditure is transferred to
tangible assets. If development is not approved and no further act1v1ty is expected to occur, then the costs are
expensed.

The determination of whether potentially economic oil and natural gas reserves have been discovered by an
exploration well is usually made within one year of well completion, but can take longer, depending on the
complexity of the geological structure. Exploration wells that discover potentially economic quantities of oil
and natural gas and are in areas where major capital expenditure (e.g. an offshore platform or a pipeline)-
would be required before production could begin, and where the economic viability of that major capital
expenditure depends on the successful completion of further exploration or appraisal work in the area, remain
capitalized on the balance sheet as long as such work is under way or firmly planned.

Significant judgement: exploration and appraisal intangible assets

Judgement is required to determine whether it is appropriate to continue to carry costs associated with
exploration wells and exploratory-type stratigraphic test wells on the balance sheet. This includes costs relating
to exploration licences or leasehold property acquisitions. It is not unusual to have such costs remaining
suspended on the balance sheet for several years while additional appraisal drilling and seismic work on the
potential oil and natural gas field is performed or while the optimum development plans and timing are
established. The costs are carried based on the current regulatory and political environment -or any known
changes to that environmeént. All such carried costs are ‘subject to regular technical, commercial and
management review on at least an annual basis to confirm the continued intent to develop, or otherwise extract
value from, the dlscovery Where this is no longer the case, the costs are immediately expensed.

The carrymg amount of capitalized costs are included in Note 10.

Tangible assets

Tangible assets owned by the company are stated at cost, less accumulated depreciation and accumulated

impairment losses. The initial cost of an asset comprises its purchase price or construction cost, any costs

directly attributable to bringing the asset into the location and condition necessary for it to be capable of

operating in the manner intended by management, the initial estimate of any decommissioning obligation, if

any, and, for assets that necessarily take a substantial period of time to get réady for their intended use, directly

attributable finance costs. The purchase price or construction cost is the aggregate amount paid and the fair -
value of any other consideration given to acquire the asset.

Exchanges of assets are measured at fair value unless the exchange transaction lacks commercial substance or
the fair value of neither the asset received nor the asset given up is reliably measurable. The cost of the
acquired asset is measured at the fair value of the asset given up, unless the fair value of the asset received is
more clearly evident. Where fair value is not used, the cost of the acqmred asset is measured at the carrying
amount of the asset given up. The gain or loss on derecognition of the asset given up is recogmzed in proﬁt or
loss.
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NOTES TO THE FINANCIAL STATEMENTS
2.  Material accounting pohcy mformatlon, significant judgements, estimates and assumptions
(continued)

Material acconnting policy information (continued) .
Tangible assets (continued)

Expenditure on major maintenance refits or repairs comprises the cost of replacement assets or parts of assets,
inspection costs and overhaul costs. Where an asset or part of an asset that was separately depreciated is
replaced and it is probable that future economic benefits associated with the item will flow to the company, the
expenditure is capitalized and the carrying amount of the replaced asset is derecognized. Inspection costs
associated with major maintenance programmes are capitalized and amortized over the period to the next

inspection. Overhaul costs for major maintenance programmes, and all other maintenance costs are expensed -

' as incurred.

Expenditure on the construction, installation and completion of infrastructure facilities such as platforms,

pipelines and the drilling of development wells, including service and unsuccessful development or delineation

wells, is capitalized within tangible assets and is depreciated from the commencement of production.

Oil and natural gas properties, including certain related pipelines; are depreciated usmg a umt-of-production
method. The cost of producing wells is amortized over proved developed reserves. Licence acquisition,

common facilities and future decommissioning costs are amortized over total proved reserves. The unit-of-

production rate for the depreciation of common facilities takes into account expenditures incurred to date,
together with estimated future capital expenditure expected to be incurred relating to as yet undeve]oped
reserves expected to be processed through these common facxhtxes

Tangible assets are depreciated on a straight-line basis over their éxpe(;ted useful lives. The typical useful lives
of the company’s tangible assets on initial recognition are as follows:

Land and buildings _
Buildings : 25 years
" Fixtures and fittings

. Fixtures and fittings 4 years

The expected useful lives and depreciation method of tangible assets are reviewed on an annual basis and, if
necessary, changes in useful lives or the depreciation method are accounted for prospectively.

The . carrying amounts of tanglble assets are reviewed for impairment whenever events or changes in
circumstances indicate the carrying value may not be recoverable.

An item of tangible assets is derecognized upon disposal or when no future economic benefits are expected to
arise from the continued use of the asset. Any gain or loss arising on derecognition of the asset (calculated as

the difference between the net dlsposal proceeds and the carrying amount of the item) is included in the profit -

and loss account in the period i in which the item is derecognized.
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NOTES TO THE FINANCIAL STATEMENTS

. Material accounting policy information, significant judgements, estimates and assumptions (continued)
' Material accounting policy information (continued)

Impairment of intangible and tangible assets

The company assesses assets or groups of assets, called cash-generating units (CGUs), for impairment
whenever events or changes in circumstances indicate that the carrying amount of an asset or CGU may not be
recoverable, for example, changes in the company’s business plans, plans to dispose rather than retain assets,
changes in the company's assumptions about discount rates, commodity prices, low plant utilization, evidence
of physical damage or, for oil and gas assets, significant downward revisions of estimated reserves or increases
in estimated future development expenditure or decommissioning costs. If any such indication of impairment
exists, the company makes an estimate of the asset’s or CGU's recoverable amount. Individual assets are
grouped into CGUs for impairment assessment purposes at the lowest level at which there are identifiable cash
inflows that are largely independent of the cash- inflows of other groups of assets. A CGU’s recoverable

amount is the higher of its fair value less costs of disposal and its value in use. If it is probable that the value of .

the CGU will be primarily recovered through a disposal transaction, the expected disposal proceeds are

considered in determining the recoverable amount. Where the carrying amount of a CGU exceeds its

recoverable amount, the CGU is considered impaired and is written down to its recoverable amount.

" The business segment plans, which are approved on an annual basis by senior management, are the primary
source of information for the determination of value in use. They contain forecasts for oil and natural gas
production, revenues, costs and capital expenditure. Carbon taxes and costs of emissions allowances are

included in estimates of future cash flows, where applicable, based on the regulatory environment in each .
jurisdiction in which the company operates. As an initial step in the preparation of these plans, various

assumptions regarding market conditions, such as oil prices, natural gas prices, power prices, refining margins,
refined product margins and cost inflation rates are set by senior management. These assumptions take account
of existing prices, global supply-demand equilibrium for oil and natural gas, other macroeconomic factors and
‘historical trends and variability. In assessing value in use, the estimated future cash flows are adjusted for the
risks specific to the asset group to the extent that they are not already reflected in the discount rate and are

discounted to their present value typically using a pre-tax discount rate that reﬂects current market assessments -

of the time value of money. .

Fair value less costs of disposal is the price that would be received to sell the asset in an orderly transaction
between market participants and does not reflect the effects of factors that may be specific to the entity and not
applicable to entities in general. Fair value may be determined by reference to agreed or expected sales
proceeds, recent market transactions for similar assets or using discounted cash flow analyses. Where
discounted cash flow analyses are used to calculate fair value less costs of disposal, estimates are made about
the assumptions market participants would use when pricing the asset, CGU or group of CGUs and the test is
performed on a post-tax basis.

An assessment is made at each reporting date as to whether there is any indication that previously recognized
impairment losses may no longer exist or may have decreased. If such an indication exists, the recoverable

amount is estimated. A previously recognized impairment loss is reversed only if there has been a change in
the estimates used to determine the assét’s or CGU's recoverable amount since the last impairment loss was
recognized. If that is the case; the carrying amount of the asset or CGU is increased to the lower of its
recoverable amount and the carrying amount that would have been determined, net of depreciation, had no
impairment loss been recognized for the asset or CGU in prior years. Impairment reversal is recognized in
profit or loss. After such a reversal, the depreciation charge is adjusted in future periods to allocate the asset’s
or CGU's revised carrying amount, less any resxdual value, on a systematic basis over its remalmng useful life.
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NOTES TO THE FINANCIAL STATEMENTS
Material accounting policy information, significant judgements, esttmatés and assumptions (continued)
Material accnunﬁng policy information (continued)
Impairment of intangible and tangible assets (continued)

Significant judgements-and estimates: recoverability of asset carrying values

Determination as to whether, and by how much, an asset or CGU is impaired involves management estimates
on highly uncertain matters such as the effect of discount rates, capital expenditure, future commodity prices,
and risking. of reserves - which are considered to bé significant estlmates for this entity's sinigle Shah Deniz
CGU - as well as.other insignificant estimates.

The recoverable amount of an asset is the higher of its value in use and its fair value less costs of disposal. Fair
value less costs of disposal may be determined based on expected sales proceeds or similar recent market
transaction data. ‘

Details of the carrying amounts of assets are shown in Note 10 and Note 11.

The estimates for assumptions made in impairment tests in 2024 relating to discount rates, oil and gas
properties and prices are discussed below. Changes in the economic environment including as a result of the
energy ‘transition or other facts and circumstances may necessitate revisions to these assumptions and could
result in a material change to the carrying values of the company's assets within the next financial year.

Discount rates

For discounted cash flow calculations, future cash flows are adjusted for risks specific to the CGU. Value in
use calculations are typically discounted using a pre-tax discount rate based upon the cost of funding the bp
group derived from an established model, adjusted to a pre-tax basis and incorporating a market participant
capital structure and country risk premiums. Fair value-less costs of disposal discounted cash flow calculations
use the post-tax discount rate.

The discount rates applied in impaiiment tests are reassessed each year and, in 2024 the post-tax discount rate
used was 8% (2023 8%). The entity is located in Azerbaijan and there is no country specific risk premium.

Oil and natural gas.properties :

For oil and natural gas propertles expected future cash flows are estimated using management’s best estimate
of future oil and natural gas prices, production and reserves and certain resources volumes. Forecast cash flows
include the impact of all approved emission reduction projects. The estimated future level of production in all

impairment tests is based on assumptlons about future commodity prices, production and development costs, -

field decline rates, current fiscal regimes and other factors..

" Information on the carrying amounts of the company’s oil and natural gas properties, together with the

amounts recognized as depreciation, depletion and amortization is contained in Note 11.

The headroom is $182,614,000 (2023 $167,810,000).
Oil and natural gas prices

The price assumptions used for value in use impairment testing are based on those used for investment
appraisal. bp’s carbon emissions cost assumptions and their interrelationship with oil and gas prices are
described in 'Judgements and estimates made-in assessing the impact of climate change and the transition to a
lower carbon economy' on page 23-24. The investment appraisal price assumptions are recommended by the
senior vice president economic & energy insights after considering a range of external price sets, and supply
and demand profiles associated with various energy transition scenarios. They are reviewed and approved by
management. As a result of the current uncertainty over the pace of transition to lower-carbon supply and
. demand and the social, political and environmental actions that will be taken to meet the goals of the Paris

climate change agreement, the scenarios considered include those where those goals are met as well as those

where they are not met.
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NOTES TO THE FINANCIAL STATEN[ENTS

2. Material accounting policy information, sngmﬂcant Judgements, estimates and assumptions
"(continued)

Material accounting policy informa_tion (continued)
Impairment of intangible and tangible assets (continued)
Oil and natural gas prices (continued)

During the year, bp's price assumptions applied in value in use impairment testing were revised.. The revised
pricé assumptions have been rebased in real 2023 terms and are materially consistent with the disclosed prices
in real 2022 terms. The near term Brent oil assumption was held constant at $70 per barrel to reflect near term
supply constraints before declining after 2030 to $50 per barrel by 2050 continuing to reflect the assumptlon
that as the energy system decarbonizes, falling oil demand will cause oil -prices to decline. The price
assumptions for Henry Hub gas up to 2050 were held constant at $4.00 per mmBtu reflecting an assumption
that declining domestic demand in the US is offset. by higher LNG exports.” These price assumptlons are
derived from the central case investment appraisal assumptions. A summary of the group’s revised price
“assumptions for Brent oil and Henry Hub gas; applied in 2024 and 2023, in real 2023 terms, is provided below.
The-assumptions represent management’s best estimate of future prices at the balance sheet -date, which sit
within the range of external scenarios considered as appropriate for the purpose. They are considered by bp to
be in line with a range of transition paths consistent with the temperature goal of the Paris climate change
_'agreement, of holding the increase in the global average temperature to well below 2°C above pre-industrial
levels and. pursuing efforts to limit the temperature increase to 1.5°C above pre-industrial levels. However,
they do not correspond to any specific Paris-consistent scenario. Inflation rate of 2.0-2.5% (2023 2.0%) is
applied to determine the price assumptions in nominal terms.

2024 price assumptions . ) . 2025 2030 .. 2040 2050

‘Brent oil (§/bbl) . o 0 70 . 63 50
Henry Hub gas (/mmBtu) - ’ 400 400 - 400 - 400
12023 price assumptions 2024 2025 - 2030 - 2040 2050
Brentoil (S6bl) ~ 71 71 on s9. . 46
Henry Hub gas (/mmBr) 406 405 405 405 405

Global oil production increased by 1.4% in 2024 with this growth predominantly coming from non-OPEC

countries as OPEC+ continued its output reductions. Global oil demand growth slowed, increasing by 0.9% in

2024 as we leave the post-Covid recovery period and Chinese demand fell short of forecasts. Brent dropped by

nearly $2 per barrel in 2024 in response to lacklustre demand growth and increasing supply. While geopolitical

risk (e.g. tariffs, sanctions) may support prices in the short-term, bp's long-term ‘assumption for oil prices is

lower than the 2024 average as oil demand is likely to fall such that the price levels needed to encourage
. sufficient investment to meet global oil demand will also be lower.

US Henry Hub spot prices averaged $2.2/mmBtu in 2024 from $2.5/mmBtu in 2023. Prices fell further in
order to reduce output and stimulate demand in the power sector. Milder than normal winter weather during
winter 2023/2024 left US gas storage levels over 20% .above historic average levels at the end of winter
2023/2024, causing prices to fall below $2/mmBtu. Meanwhile, after growing by 4 Bcf/d in 2023, low prices
caused natural gas productiOn to fall by 0.4 Bcf/d in 2024, hclping to bring the market back into balance. The
level of US gas prices in 2024 was below bp's long term price assumptlon based on the judgment of the price
level required to incentivize new production. v
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NOTES TO THE FINANCIAL STATEMENTS

2. Material accounting policy information, significant judgements, estimates and assumptions -
(continued)

Material accounting policy information (continued)
‘Impairment of intangible and tangible assets (continued)

Oil and natural gas reserves :

In addition to oil and natural gas prices, significant technical and commercial assessments are required to

determine the company’s estimated oil and natural gas reserves. Reserves estimates are regularly reviewed and
“updated. Factors such as the availability of geological and engineering data, reservoir performance data,

acquisition and divestment activity and drilling of new wells all impact on the determination of the company’s
- estimates of its oil and natural gas reserves. bp bases its reserves estimates on the requirement of reasonable
certainty with rigorous technical and commercral assessments based on conventional industry practice and
regulatory requirements.

‘Reserves assumptions for value in use tests reflect the reserves and resources that management currently intend

to develop. The recoverable amount of oil and gas properties is determined using a combination of inputs
including reserves, resources and production volumes. Risk factors may be applied to reserves and resources
which do not meet the criteria to be treated as proved or probable.

Sensitivity analyses

Management considers discount rates and oil and natural gas prices to be the key sources of estimation
uncertainty in determining the recoverable amount of upstream oil and gas assets. The sensitivity analyses
below, in addition to covering the key sources of estimation uncertainty, also indicate how the energy
transition, potential future carbon emissions costs for operational GHG emissions and/or reduced demand for
oil and gas may further impact forecast revenue cash inflows to a greater extent than currently anticipated in
the group’s value in use estimates for oil and gas CGUS, if carbon emissions costs were to be implemented as a
deduction against revenue cash ﬂows The analyses therefore represents a net revenue sensitivity.

A change in net revenue from upstream oil and gas properties can arise due to changes in 011 and natural gas

" ‘prices.

Management tested the impact of a change in revenue cash flows in value in use impairment testing arising
from changes in price assumptions.

Price sensitivity analysis could indicatively lead to a reduction in the carrying amount of the company’s
‘upstream oil and gas properties in the range of $500 million of the net book value of tangible assets as at 31
December 2024. If this net revenue reduction was solely due to reductions in oil prices in isolation, it reflects
an indicative decrease in the carrymg amount of using price assumptions for Brent oil trending broadly
towards the bottom of the range of prices associated with a pre-pubhcatron version of the World Business
Council for Sustainable Development (WBCSD) 'family' of scenarios considered to be consistent with limiting
global average temperature to 1.5°C above pre- mdustnal levels :

These sensitivity analyses do not, however, represent management s best estimate of any. unpaument charges
that might be recognized as they do not fully incorporate consequential changes that may arise, such as
changes in costs and business plans and phasing of development. For example, costs across the industry are
more likely to decrease as oil and natural gas prices fall. The analyses also assume the impact of increases in
carbon price on operational GHG emissions are fully absorbed as-a decrease in net revenue (and vice versa)
rather than reflecting how carbon prices or other carbon emissions costs may ultimately be incorporated by the
market. The above sensitivity analyses therefore do not reflect a linear relationship between net revenue and
value that can be extrapolated. The interdependency of these inputs and risk factors plus the diverse
characteristics of the company's upstream oil and ‘gas properties limits the practicability of estimating the
‘probability or extent to which the overall recoverable amount is impacted by changes to the price assumptions
or production volumes. ‘
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NOTES TO THE FINANCIAL STATEMENTS
Material accounting policy informaﬁon, significant judgements, estimates and assumptions (continued)
Material aécounting policy information (continued)

Impairment of intangible and tangible assets (continued)

* Sensitivity analyses (continued)
- Management also tested the impact of 1% change in the discount rate used for value in use impairment testmg

of upstream oil and gas properties. This level of change reflects past experience of a reasonable change in rate
that could arise within the next financial year. If the discount rate was one percentage point higher across all
tests performed, it could indicatively lead to a headroom in the carrying amount of the company’s upstream oil
and gas properties in the range of $64 million of the net book value of tanglble assets as at 31 December 2024

Stocks

Stocks, other than stocks held for short-term tradmg purposes, are stated at the lower of cost and net realizable

value. Cost is typically determined by the first-in first-out method and comprises direct purchase costs, cost of
production, transportation and manufacturing expenses. Net realizable value is based on estimated selling price
less any further costs expected to be incurred to completion and disposal. Net realizable value is determined by
reference to prices existing at the balance sheet date, adjusted where the sale of inventories after the reporting
period gives evidence about their net realizable value at the end of the period. '

Supplies are valued at the lower of cost on a weighted-average basis and net realizable value.
Leases

Agreements that convey the right to control the use of an identified asset for a period of time in exchange for
consideration are accounted for as leases. The right to control is conveyed if bp has both the right to obtain
substantially all of the economic benefits from, and the right to direct the use of, the identified asset throughout
the period of use. An asset is identified if it is explicitly or implicitly specified by the agreement and any
substitution rights held by the lessor over the asset are not considered substantive.

Agreements that convey the right to control the use of an intangible asset including rights to explore for or use
hydrocarbons are not accounted for as leases. See material accounting policy information: intangible assets.

A lease 1iébi1ity is recognized on the balance sheet on the lease commencement date at the present value of
future lease payments over the lease term. The discount rate applied is the rate implicit in the lease if readily
determinable, otherwise an incremental borrowing rate is used. For the majority of the leases in the company,

there is not sufficient information available to readily determine the rate implicit in the lease, and therefore the

incremental borrowing rate is used. The incremental borrowing rate is determined based on factors such as the
company’s cost of borrowing, lessee legal entity credit risk, currency and lease term. The lease term is the non-
cancellable period of a lease together with any periods covered by an extension option that bp is reasonably
certain to exercise, or periods covered by a termination option that bp'is reasonably certain not to exercise. The
future lease payments included in the present value calculation are any fixed payments, payments that vary
depending on an index or rate, payments due for the reasonably certain exercise of options and expected
residual value guarantee payments.

The nght-of-use asset is recognized on the balance sheet as tanglble assets at a value equivalent to the initial
restoration obligations.. The right-of-use asset is depreciated typically on a straight-line basis over the lease
term: The depreciation charge is recognized in the profit and loss account, except for where capitalized as

exploration, appraisal or development expenditure Right-of-use assets are assessed for impairment in line with
the accounting policy for impairment of tangible assets and intangible assets.
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NOTES TO THE FINANCIAL STATEMENTS
Material accounting policy information, signiﬂcént judgements, estimates and assumptions (continued)
Material accounﬁng policy information (continqed) | |
Lease§ (continued) A

Agreements may include both lease and non-lease components. Payments for lease and non-lease componénts
are allocated on a relative stand-alone selling price basis.

If the lease term at commencement of the agrecment is less than 12 months, a lease liability and right-of-use
asset are not recogmzed and a lease expense is recogmzed in the proﬁt and loss ‘account on a straight-line
basis. : :

If a significant event or change in circumstances, within the control of bp, arises that affects the reasonably
certain lease term or there are changes to the lease payments, the present value of the lease liability is
remeéasured using the revised term and payments, with the right-of-use asset adjusted by an equivalent amount.

Modifications to a lease agreement beyond the’ original terms and conditions are accounted for as a re-
measurement of the lease liability with a corresponding adjustment to the right-of-use asset. Any. gain or loss
on modification is recognized in the profit and loss account. Modifications that increase the scope of the lease
at a price commensurate with the stand-alone selling price are accounted for as a separate new lease.

The company recognizes the full lease liability, rather than its working interest share, for leases entered into on |

behalf of a joint operaﬁon if the company has the primary responsibility for making the lease payments. In
such cases, the company’s working interest share of the right-of-use asset is recognized if it is jointly
controlled by the company and the other joint operators, and a receivable is recognized for the share of the
asset transferred to the other joint operators. If the company is a non-operator, a payable to' the operator is
recognized if they have the primary responsibility for making the lease payments and the company has Jomt
control over the right-of-use asset, otherwise no balances are recogmzed

Financial assets

Financial assets are recognized initially at fair value, normally being the transaction price. In the case of
financial assets not measured at fair value through profit or loss, directly attributable transaction costs are also
included. The subsequent measurement of financial assets depends on their classification, as set out below.
The company derecognizes financial assets when the contractual rights to the cash flows expire or the rights to
receive cash flows have been transferred to a third party and either substantially all of the risks and rewards of
the asset have been transferred, or substantially all the risks and rewards of the asset have neither been retained
nor transferred but control of the asset has been transferred. :

The company classifies its financial assets as measured at amortized cost or fair value through profit or loss.

The classification depends on the business model for managing the financial assets and the contractual cash :

flow characterlstlcs of the financial asset.

Financial assets.measured at amortized cost :

Financial assets are classified as measured at amortized cost when they are held in a business model the
objective of which is to collect contractual cash flows and the contractual cash flows represent solely payments
of prmc1pal and interest. Such assets are carried at amortized cost. This category of financial assets includes
trade and other receivables.
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NOTES TO THE FINANCIAL STATEMENTS
Material accounting policy information, significant juogements, estimates and ass_ﬁmptions (contil.lued)"
MaterialA accounﬁog policy ioformaﬁon (cootinued)
Impairment of financial assets> measured at amortized cost

0

The company assesses on a forward-looking basis the expected credit losses associated with financial assets

" measured at amortized cost at each balance sheet date. Expected credit losses are measured based on the

maximum contractual period over which the company is exposed to credit risk. As lifetime expected credit
losses are recognized for trade receivables and the tenor of substantially all other in-scope financial assets is
less than 12 months there is no significant difference between the measurement of 12-month and lifetime
expected credit losses for the company. The measurement of expected credit losses is a function of the
probability of default, loss given default and exposure at default. The expected credit loss is estimated as the
difference between the asset's carrying amount and the present value of the future cash flows the company
expects to receive, discounted at the financial asset's original effective interest rate. The carrying amount of the
asset is adjusted, with the-amount of the impairment gain or loss recognized in the profit and loss account.

A financial asset or group of financial assets classified as measured at amortized cost is considered to be
credit-impaired if there is reasonable and supportable evidence that one or more events that have a detrimental
impact on the estimated future cash flows of the financial asset (or group of financial assets) have occurred.
Financial assets are written off where the company has no reasonable expectation of recovering amounts due.

Financial liabilities

Financial liabilities are recognized when the company becomes party to the contractual provisions of the
instrument. The company derecognizes financial liabilities when the obligation specified in the contract is
dlscharged cancelled or explred The measurement of fmanc1al liabilities depends on their classification, as
follows

Financial liabilities measured at amortized cost :

Financial liabilities are initially recognized at fair value, net of directly attributable transaction costs. For
interest-bearing loans and borrowings this is typlcally equlvalent to the fair value of the proceeds received, net
of issue costs associated thh the borrowmg :

After initial recogmtlon these financial liabilities are subsequently measured at amortlzed cost. This category
of financial liabilities mcludes trade and other payables and finance debt.

Financial guarantees

The company issues financial guarantee contracts to make specified payments to reimburse holders for losses

incurred if certain associates, joint ventures or third-party entities fail to make payments when due in

accordance with the original or modified terms of a debt instrument such as a loan. The liability for a financial
guarantee contract is initially measured at fair value and subsequently measured at the higher of the contract’s

* estimated expected credit loss and the amount 1n1t1a11y ‘recognized less, where appropriate, cumulative

amortization.

Fair value measurement

Fair value is the price that would be received to sell an asset or paid to transfer a liability in an orderly
transaction between market participants. The company categorizes assets and liabilities measured at fair value
into one of three.levels depending on the ability to observe inputs employed in their measurement. Level 1
inputs are quoted prices in active markets for identical assets or liabilities. Level 2 inputs are inputs that are
observable, either directly or indirectly, other than quoted prices included within level 1 for the asset or
" liability. Level 3 inputs are unobservable inputs for the asset or liability reflecting significant modifications to
observable related market data or bp’s assumptions about pricing by market participants.
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NOTES TO THE FINANCIAL STATEMENTS
Material accou_nting"policy inforil;aﬁon, significant judgements, estimates and assumptions (eontinued)
Material accounting policy information (continued)‘ |
Offsetting of financial assets and liabilities |

Financial assets and liabilities are presented gross in the balance sheet unless both of the following criteria are
met: the company currently has a legally enforceable right to set off the recognized amounts; and the company
intends to either settle on a net basis or realize the asset and settle the liability simultaneously. If both of the
criteria are met, the amounts are set off and presented net. A right of set off is the company’s legal right to
“settle an amount payable to a creditor by applying against it an amount receivable from the same-counterparty.
- The relevant legal jurisdiction and laws applicable to the relationships between the parties are considered when
assessing whether a current legally enforceable right to set off exxsts

Provisions

Provisions are recognized when the company has a present legal or constructive obligation as a result of a past
event, it is probable that an outflow of resources embodying economic benefits will be required to settle the
obligation and a reliable estimate can be made of the amount of the obligation. Where appropnate the future
cash flow estimates are adjusted to reflect risks specific to the liability. . :

If the effect of the time value of money is material, provisions are determined by discounting the expected
future cash flows at a pre-tax risk-free rate that reflects current market assessments of the time value of money.
Where discounting is used, the increase in the provision due to the passage of time is recognized in the profit
" and loss account. Provisions are discounted using a nominal discount rate of 4.5% (2023 4.0%).

Decommissioning .

Liabilities for decommissioning costs are recognized when the company has an obligation to plug and abandon

a well, dismantle and remove a facility or an item of plant and to restore the site on which it is located, and

when a reliable estimate of that liability can be made. Where an obligation exists for a new facility or item of
. plant, such as oil and natural gas production or ‘transportation facilities, this liability will be recognized on
construction or installation. Similarly, where an obligation exists for a well, this liability is recognized when it
" is drilled. An obligation for decommissioning may-also crystallize during the period of operation of a well,
facility or item of plant through a change in legislation or through a-decision to terminate operations; an
obligation may also arise in cases where an asset has been sold ‘but the subsequent owner is no longer able to

fulfil its decommissioning obligations, for example due to bankruptcy. The amount recognized is the present

value of the estimated future expenditure determined in accordance with the local conditions and requirements.
The provision for the costs of decommissioning wells, production facilities and pipelines at the end of their

-economic lives is estimated using existing technology, at future prices, dependmg on the expected timing of |

the activity, and discounted using a nommal discount rate.

An amount equivalent to the decommissioning provision is recognized as part of the corresponding intangible
asset (in the case of an exploration or appraisal well) or tangible assets. The decommissioning portion of the
tangible assets is'subsequently depreciated at the same rate as the rest of the asset. Other than the unwinding of
‘discount on or utilization of the provision, any change in the present value of the estimated expenditure is

reflected as an adjustment to the provision and the corresponding asset where that asset is generating or is

expected to generate future economic benefits.
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NOTES TO THE FiNANCIAL STA_TEMEN"I‘S
Material accquntiﬁg policy information, significant judgements, estimates and assumptions (continued)
Material accounting poﬁey info_rmation (continued)
‘Provisio'ns (conﬁnued)

Significant judgements and estimates: provisions

The company holds provisions for the future decommissioning of oil and natural gas production facilities and
pipelines at the end of their economic lives. The largest decommissioning obligations facing the company
relate to the plugging and abandonment of wells and the removal and disposal of oil and natural gas platforms
and pipelines. Most of these decommissioning events are many years in the future and the precise requirements
that will have to be met when the removal event occurs are uncertain. Decommissioning technologies and
costs are constantly changing, as well as political, environmental, safety and public expectations. The timing
and amounts of future cash flows are subject to significant uncertainty and estimation if -required in
determining the amounts of provisions to be recognized. Any changes in the expected future costs are reflected
in both the provision and, where still recogmsed the asset ' :

Nominal discount rate that the decommissioning provision is the most sensitive to is considered to be a key
estimate for the provision. Management tested the impact of a half percentage point change in the discount rate
used in decommissioning provision determination. If the discount rate was a half percentage point higher, a
reduction in decommissioning provision would have been approximately $16 million. If the discount rate was
a half percentage point lower, an increase in decommissioning provision would have been approximately $17
million. ~

" Taxation
Income tax expense represents the sum of cufrent tax.

" Income tax is recognized in the profit and loss account, except to the extent that it relates to iterns recognized
in other comprehensive income or directly in equity, in which case the related tax is recognized in other

comprehensive income or directly in equity.

Current tax is based on the taxable profit for the period. Taxable proﬁt'differ_s from net profit as reported in the
" profit and loss account because it is determined in accordance with the rules established by the applicable

taxation authorities. It therefore excludes items of income or expense that are taxable or deductible in other :
periods as well as items that are never taxable or deductible. The company’s liability for current tax is -

calculated using tax rates and laws that have been enacted or substantively enacted by the balance. sheet date.

Where tax treatments are uncertain, if it is considered probable that a taxation authority will accept the

company's proposed tax treatment, income taxes are recognized consistent with the company's income tax

filings. If it is not considered probable, the uncertainty is reflected within the carrying amount of the applicable .

- tax asset or liability using either the most likely amount or an expected value, depending on which method
better predicts the resolution of the uncertainty.

In July 2023, the UK government enacted legislation to implement the Pillar Two Model rules. The legislation
is effective for bp from 1 January 2024 and includes an income inclusion rule and a domestic minimum tax,
which together are designed to ensure a minimum effective tax rate of 15% in each country in which bp
operates. In line with the amendments to IAS 12, the exception from recognising and disclosing information
about deferred tax assets and liabilities related to Pillar Two income taxes has been applied.

Taxation is further disclosed under Note 8.
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2. . Material accounting policy informaﬁon, significant judgements, estimates and assumptions (continued)
Material accounting policy information (continued)
Turnover

‘Revenue from contracts with customers is recognized when or as the company satisfies a performance
obligation by transferring control of a promised good or service to a customer. The transfer of control of oil,
natural gas, and other items usually coincides with title passing to the customer and the customer takmg
physical possession. The company prmc1pally satisfies its performance obligations at a pomt in time.

When, or as, a performance obligation is satisfied, the company recognizes as revenue the amount of the
transaction price that is allocated to that performance obligation. The transaction price is the amount of
consideration to which the company expects to be entitled. The transaction price is allocated to the
performance obligations in the contract based on standalone selling prices of the goods or services promised.

Contracts for the sale of commodities are typically priced by reference to quoted prices. Revenue from term
* commodity contracts is recognized based on the contractual pricing provisions for each delivery. Certain of
these contracts have pricing terms based on prices at a point in time after delivery has been made. Revenue
from such contracts is initially recognized based on relevant prices at the time of delivery and subsequently
~adjusted as appropriate. All revenue from these contracts, both that recognized at the time of delivery and that
from post-delivery price adjustments, is disclosed as revenue from contracts with customers.

Physical exchanges with counterparties in the same line of business in order to facilitate sales to customers are
‘reported net, as are sales and purchases made with a common counterparty as part of an arrangement similar
to a physical exchange :

Revenue associated with the sale of condensate oil and natural gas is included on a net basis in turnover. .

Contract asset and contract liability balances are included within amounts presenied for trade debtors and other .
creditors respectively.

Interest income
Interest income is recognized as the interest accrues using the effective interest rate — that is the rate that
exactly discounts estimated future cash receipts through the expected life of the financial instrument to the net
carrying amount of the financial asset
‘ Research costs
Research eosts are expensed as incurred.
Finance costs
-Finance costs direetly attributable to the acquisition, construction or production of qualifying assets, which are
~assets that necessarily take a substantial period of time to get ready for their intended use, are added to the cost
of those assets until such time as the assets are substantially ready for their intended use. All other finance
‘costs are recognized in the profit and loss account in the period in which they are incurred.

Dividends payable

Final dividends .are recorded in the }ﬁn'ancial statements in the year in which they are approved by the
company’s shareholders. Interim dividends are recorded in the year in which they-are approved and paid.
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NOTES TO THE FINANCIAL STATEMENTS
Material accounting policy information, significant judgements, estimates and assumptions (continued)
Material accounting policy information (continued)

Updates to material accounting policy information

In the current year, the company has applied the following amendment to IFRS Accounting Standards issued

by the International Accounting Standards Board (IASB) that is mandatorily effective for an accounting period
that begms on or after 1 January 2024,

There are no new IFRS Accountmg Standards or other amended standards or interpretations adopted from 1
January 2024 onwards, that have a significant impact on the financial statements. ’

Impact of new International Financial Reporting Standards

The following pronouncements from the IASB have not been adopted by the company in these financial -

statements as- they will only become effective for future financial reporting periods.  There are no other
standards, amendments or interpretations in issue but not yet adopted that the drrectors anticipate will have a
material effect on the reported income or net assets of the company. -

Amendment to IFRS 9 Financial Instruments

Amendments to IFRS 9 Financial Instruments relating to the settlement of liabilities through electronic
payment systems are effective for annual periods beginning on or after 1 January 2026 subject to endorsement
by the UK Endorsement Board. The potential impact on cash and banking operations and amounts reported on
adoptron of the amendments is currently being assessed. :

ilFRS 18 Presentation and Disc-losure in Financial Statement's '

IFRS 18 Presentatron and Disclosure in Financial Statements will supersede IAS 1 Presentation of- Fmanmal

Statements and is effective for annual penods beginning on or after 1 January 2027 subject to endorsement by

the UK Endorsement Board. IFRS 18 (and consequential amendments made to IAS 7 Statement of Cash
Flows, IAS 8 Accounting Policies, Changes in Accounting Estimates and Errors, IAS 33 Earnings per share

and IFRS 7 Financial Instruments: Disclosures) introduces several new requirements that are expected to:

impact the presentation and disclosure of the company’s financial statements. These new requirements include:
» Requirements to classify all income and expenses included in the statement of profit or loss into one of
five categories and to present two new mandatory subtotals.
* Required disclosures about .certain non-GAAP measures (‘ management defined performance
measures’) in a smgle note to the financial statements.
* Enhanced guidance on the aggregatlon of information across all the pnmary financial statements and
the notes. :

The company’s evaluation of the effect of adopting IFRS 18 is ongomg.
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3. - Turnover

An analysis of the 'ccmpany’s turnover is as follows:

2024 2023
: _ $000 $000
Sales of goods . . 2,905,537 3,404,780
Other operating income . : © 52214 . 54,778
Turnover and other revenue ' 2,957,751 3,459,558
An analysis of tumover by class of business is set out below:-
2024 2023
$000 - $000
Class of business: . C
Gas & low carbon energy ‘ § o ' - 2,284,565 2,716,175
0il productlon & operations . . 620,972 - 688,605 :
Total - , : ‘ _ 2,905,537 3,404,780 . -
The country of originA and destination is substantially the Azerbaijan geographic area.
4. Operating profit
This'is stated after charging / (crediting): . -
: ' 2024 2023
- ' . 4 L $000. ~ $000
Net foreign- exchange (gams) / losses ~ ' . ' (1,877) 2,018
Research and development costs’ expensed o , A ©3,197 2,387
Amortization of intangible assets” ' ‘ ' ' :
- Other T . ? ‘ (8,982) - (11,427)
Depreciation of tangible assets - o C 824,892 827,501
Depreciation of right-of-use asséts A ' ' 15,195 11,607
Cost of stock recognized as an expense® . - , - (502) 1,189

* Amount is included in Cost of Sales‘.v '
® Amount relates to amortisation of negatnve goodw111 balance during 2024.

Total cost of sales amount is $l 9 billion in 2024 (2023 $1.8 billion) which consists of $1 billion (2023 $0 9
billion) transportation expenses and items that disclosed in Operating profit table above and other expenses.
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Auditor’s remuneration

2024 2023
. _ $000 $000
Fees for the audit of the company's financial statements : ‘ 70 . - 77

Fees paid to the company's auditor, Deloitte LLP and its associates for services other than the statutory audit
of the company are not disclosed in these financial statements since the consolidated financial statements of
BP Exploration (Azerbaijan) Limited's ultimate parent, BP p.l.c., are required to disclose non- audlt fees on a
consolidated basis.

Interest receivable and similar \income

2024 2023

: $000 $000
Interest income from amounts owed from group undertakings 65,274 140,980 =
: - ' _ : , 65,274 140,980
Other interest income : 25,509 . 25,022
Total interest recelvable and smular income: . 90,783 166,002

Decrease in interest income from amounts owed from group undertakings is due to both decrease of BP

* Exploration (Azerbaijan) Limited Internal Funding Account (IFA) balance and lower interest rate.

Interest payable and similar expenses

A 2024 2023

: ‘ ' o $000 $000

Unwinding of discount on provisions - Note 16 - ‘ 17,241 13,274
Total interest payable and similar expenses o : ' 17,241 13,274

“Taxation
The company is a member of a group for the purposes of relief within Part 5', Corporation Tax Act 2010.

In May 2023, the IASB issued International Tax Reform — Pillar Two Model Rules - Amendments to IAS“12
Income Taxes to clarify .the application of IAS 12 to tax legislation enacted or substantively enacted to
implement Pillar Two of the Organisation for Economic Co-operation and Development’s Base Erosion and
Profit Shifting project, which aims to address the tax challenges arising from the digitalisation of the
‘economy. The amendments include a mandatory temporary exception from accounting for déferred tax on
such tax law. In July 2023, the UK government enacted legislation to implement the Pillar Two rules. The
legislation is effective for the company from 1 January 2024 and includes an income inclusion rule and a
domestic minimum-tax. The Pillar Two rules apply at a country level across legal entities in the same group.
The rules also include a transitional safe harbour (TCSH) based on Country-by-Country reporting which is
applicable for the first three years of the Pillar Two rules. The TCSH provides for three tests which simplify
the application of the Pillar Two rules, and where at least one of these tests is met, the top-up tax is deemed
to be zero. In Azerbaijan, the govemnment has not yet introduced legislation to implement the Pillar Two
rules and is therefore subject to the UK i income inclusion rule.

No provision has been made foi Pillar Two current tax for the company's operation in Azerbaijan for the
year ended 31 December 2024 as the company is expected to qualify for the TCSH. In line with the

amendments to IAS 12, the exceptlon from accountmg for deferred tax for the Pillar Two rules has been

applied.
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8. Taxation (continued)

The faxafio_n charge in the profit and loss account is made up as follows: : A
' ' 2024 - 2023

Current tax o ) : ' $000 "~ $000
Overseas tax on income for the year 4 : ) 386,559 541,645
Total current tax charged a ; ' ‘ 386,559 541,645
Tax charged on profit . : ' , 386,559 541,645

(a) Reconciliation of the effective tax rate

The tax assessed on the profit for the year is higher than the standard rate of local concession rate of 25% for
the year ended 31 December 2024 (2023 25%). The differences are reconciled below: A

2024 2023
Local Local
. . $000. . $000
Profit before tax ' ‘ , ' . - 1,116,667 1,669,250
" Tax charge S . » .. 386,559 541,645
- Effective tax rate A _ O 3462%  3245%
2024 2023 -
Local Local
. . o . % %
Local concession rate: - - S . 25.00 25.00
Increase resulting from: A .
Utilization of prior perlod carry forward tax gains . . 9.62 7.45
' Effectlve tax rate v ' , 3462 . 32.45

The company has elected to treat the profits and losses relating to its overseas branch as bemg exempt from
UK corporation tax. Given all activities of the company are subject to corporate income tax in Azerbaijan
and are exempt from UK corporation tax, deferred tax has not been recognised. In accordance with Shah
Deniz PSA, corporate income tax (with local concession rate of 25%) is pa1d by SOCAR on behalf of the -
contractor partles

.9. Directors and employees

(a) Remuneration of directors

None of the directors received any fees or remuneration for quaiifying services as a director of the compa_ny‘
during the financial year (2023 $Nil).

(b) Employee costs

~The company had no employees during the year (2023 None).
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10. Intangible assets

Cost A

At 1 January 2024
Additions

At 31 December 2024

Ambortization

At 1 January 2024
Charge for the year
At 31 December 2024

Net book value
At 31 December 2024

At 31 December 2023

. Negative Goodwill  Other intangibles

Total

$000 $000 $000
(76,436) 92,305 15,869
_ 27,514 27,514
(76,436) 119,819 43,383
11,427 — 11,427
8,082 — 8,082
20,409 — 20,409
(56,027) 119,819 63,792
(65,009) - 92,305 27,296
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11. T.angible assets , R
| | Land& Fixtures Oil & gas ~ Right-of- ~ Of which
o S buildings & fittings properties use assets Total AUC?
Cost® : $000 $000 $000 $000 - $000  $000
At 1 January 2024 9,549 6,415 9,010,166 73,960 9,100,090 492,348
Additions C = — 183,519 — 183,519 206,872
Transfers : — — — — o —  (435,978)
At 31 December 2024 : 9,549 6,415 9,193,685 73,960 9 283,609 263,242
Depreciation A :
- At 1 January 2024 (3,298) (5,822) (3,950,571) (16,705)(3,976,396) —
" Charge fbr the year - (378) (593) (823,921) (15,195) (840,087) —
At 31 December 2024 g3 676) (6,415) (4,774 4921 g31 900) (4,816,483) - —
Total net book value: VR ‘
At 31 Décember 2024 ' . 5,873 . — 4,419,193 © 42,060 " 4, 467 126 263,242 .
Total net book Qalue ,
At 31 December 2023 6,251 593 5,059,595 57,255 5,123, 694 492,348
® AUC = assets under construction. Assets under construction are not depreciated.
-® Cost of AUC at 1 January 2024 is updated to settle 2023 preseﬁtation issue.
Capitalized interest included above is as follows: .
A o o - U Net book
' : - value
Capitalized interest : $000
‘At 31 December 2024 - - - : o 18,400
At 31 December 2023 ] ‘ - 20,883
12. Investments
| Investment
in joint
_ , ‘ . ' ___venture
Cost : . $000 -
At 1 January 2023 ' ‘ : . 46
At 31 December 2023 ) - . o . 46
At 1 January 2024 ' _ 46
At 31 December 2024 . 46
Net book amount ‘ :
At 31 December 2024 _ - ’ . 46 -
. At31 December 2023 4_ | - | 26

The investments in joint ventures are all stated at cost less prdvision for impairment.

- The investments in the joint ventures are unlisted.
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12.

13.

14.

NOTES TO THE FINANCIAL STATEMENTS

Investments (continued)

The joint ventures of the company at 31 December 2024 and the percentage of equity capital held set out

below are the investments which principally affected the profits or net assets of the company. The principal
country of operation is generally indicated by the company's country of incorporation or by its name.
) s

All voting rights are equal to percentage of share capital owned unless otherwise noted below.

Joiht ventures

Company name Class of share " % ‘Registered a&dress Principal activity
held
- Azerbaijan Gas Supply Ordinary share 23.992 Maples & Calder, (Natural Gas Sales
Company Limited P.0.Box 309, Ugland House,
113 South Church Street,
George Town, Grand Cayman, |
Cayman Islands. ! '
Stocks
‘ 2024 2023
: ~ %000 $000
Natural gas 5,314 4,894
Supplies 29,839 28,709
35,153 33,603

The stock valuation at 31 December 2024 is stated net of a provision of $595,000 (2023 $1,927,000) to write

stock down to their net realizable value. The net credit to the profit and loss account in the year in respect of

stock net reahzable value provisions was $1,331,000 (2023382 000)

v Debtors

Amounts falling due within one year:

2024 2023
$000 $000 -
Trade debtors 179,668 - 154,948
Amounts owed from group undertakmgs 461,490 642,288
Amountsowed from fellow subsidiaries 129,617 . 51,049
Other debtors 207 346 -
Taxation 79,179 83,384
750,161 932,015

The amounts owed from grbup undertakings comprise an Internal Funding Accounts (IFAs) of $461 million
receivable from BP International Limited (2023 $642 million). Movement in IFA balance is majorly
explained by dividend payment as well as, cash call payments made to BP Exploration (Shah'Deniz)
Limited. A

This balance‘foxms a key part of the bp group’s liquidity and funding arrangements under its centralized
treasury funding model and it can be accessed by BP International Limited at short notice. Whilst IFA
balances are legally repayable on demand, in practice they have no termination date.

Interest is accrued on a monthly basis based on overnight SOFR plus 4 basis boints.

Decrease in amount owed from fellow subsidiaries is due to decrease-in oil sales receivables dnven by
decrease in lifted volumes in December 2024.
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15. Creditors
/

- Amounts falling due within one year: ,
2024 2023

‘ ‘ - $000 $000

" Trade creditors ‘ 4 . : — 2,090
~ Amounts owed to group undertakings ~ : — 1,617
. Amounts owed to fellow subsidiaries : . ' 13,722 . 34439
Amounts owed to associates (Note 21) : © 1,681 2,060
Taxation S 179,179 83,384
Accruals and deferred income : ' ' 48,804 34,230

: 143,386 157,820

Amounts falling due after one year: .

2024 2023

: , ; - $000 - $000

* Amounts owed to fellow subsidiaries oo 31,939 42,957

' ' 31,939 42,957

Total creditors : - , - 175,325 200,777

_ Materially all of the compényfs trade payables have payment terms of less than 60 days and give rise to
operating cash flows. - '

Decrease in amounts owed to fellow subsidiaries within one year is primarily driven by reduction in balances
with BP Exploration (Shah Deniz) Limited, along with a smaller contribution from lower lease obligation.
Decrease in amounts owed to fellow subsidiaries within after one year is due to Istiglal and SLB leases
actualization of payments.
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NOTES TO THE FINANCIAL STATEMENTS .

16. Provisions

17.

18.

19.

Decommissioning
- , : o $000
At 1 January 2024 0 : ' 415,021
New or increased provisions: . o
Change in decommissioning estlmate e ' ' : ‘ : (3,594)
Unwinding of discount : . : ‘ . o 17,241
Change in discount rate . o , ' (17,783)
Utilization C S , . (896) -

At 31 December 2024 ' ‘ A : 409,989

The company makes full provision for th‘eAfuture cost of decommissioning oil and natural gas production
facilities and related pipelines on a discounted basis on the installation of those facilities: At 31 December .

2024, the provision for the costs of decommissioning these production famlmes and pipelines at the end of
their economic lives was $409 989 000 (2023 $415,021,000).

In 2024 decomxmssxomng techmcal estimate has been re-reviewed and as a result of the change in estunate :

decommissioning provision decreased by $3, 594,000.

For 1nformat10n on the nature, significant judgements and estlmates made in relation to provisions, see .

Provisions w1thm Note 2.

Called up share capital

2024 2023

- Ny S 5000 5000
Issued and fully paid: ' o : : :
2,498,815,562 ordinary shares of £1 each for a total nommal value of .
£2 498 815,562 . ‘ : o 3,542,681 3,542,681
Resefves
Called up share capztal

The balance on the called up share capltal account represents the aggregate nominal value of all ordinary

shares in issue. |

Profit and loss account
The balance held on this reserve is the retained proﬁts of the company

In 2024, the company pald interim ordlna.ry d1v1dends of $1 500, 000 000 (2023 $3,000, 000 000) The -

dividend per share was $0.6 (2023 $1 2)
Capital commitments »

Authorized and contracted future capital expenditure by the company for which contracts had been placed

but not provided in the financial statements at 31 December 2024 is estimated at $200,731,781 (2023
$180,001,388). .

As a party to Shah Deniz PSA the company carries 29. 99% of the capltal contracts obhgatlon s1gned by the
operator.
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20. Guarantees and other financial commitments

Pursuant to agreements governing the sales and purchase of natural gas and its transportation, the Shah
Deniz PSA participants have undertaken the following commitments as a direct party to gas transportatlon
contracts or as a guaranteeing and indemnifying party thereto.

In accordance with the Upstream Sales and Purchase Agreement, the Shah Deniz PSA participants agreed to
deliver the entire Stage 1 gas to Azerbaijan Gas Supply Company Limited (AGSC). AGSC then ships the
gas to the delivery points on the Georgian-Turkish border through the SCP system.

After the FID signed for Stage 2 dévelopment, AGSC also signed transportation agreements with TANAP
and TAP with the purpose of transporting natural gas to Tiirkiye and EU through the relevant systems.

In 2018, AGSC entered into a new gas transportation agreement with SNAM Rete Gas (SRG) to cover the
transportation of gas from 2020 to 2036 and thereby booked capacity from the exit point of TAP to the Punto
di Scambio Virtuale which is the delivery point under AGSC’s Gas Sales Agreements in Italy.

The company's financial commitments to AGSC for TAP, TANAP and SNAM are $2,623,082,00 (2023
$2,993,466,000), $3,589,545,000 (2023 $3,928,659,000) and $167,883,00 (2023 $207 989,000),
respectively.

AGSC has a Minimum Monthly Payment (MMP) obligation to South Caucasus Pipeline Company Limited
(SCPC) for the transportation capacity reserved by SCPC for AGSC's needs under the Annual Reserves '
Capacity Deed. The Shah Deniz PSA participants guaranteed to indemnify AGSC for the MMP payable to
SCPC. The guarantee to AGSC is a cross guarantee in the event a participant defaults.

The company's financial gommitrnent to AGSC for SCPC is $497,705,643 (2023 $515,210,000).

AGSC provided a bank guarantee in favour of SRG for the amount of annual capacity booked in SRG
system. AGSC provided counter indemnity to the issuing bank. In case there is any claim raised by SRG
covering the period until 2036, the bank will make the payment by using the guarantees provided by AGSC.
Security has been requested by the issuing bank in respect of the secured liabilities as a condition precedent
for the issuance of guarantee, in the form of cash held at AGSC’s bank account by shipper parties in an
amount equal to the total guarantee payment. In 2019, as a gas shipper through this system, the company
provided security in its relevant entitlement share of circa 23% of total gross guarantee of €34,363,606
($36,002,852), €7,903,629 ($8,280,656). In 2020, SRG agreed to replace the cash collateral with Parent
Company Guarantee (PCG) and thus the company received entitled portion of total gross guarantee of
€34,363,606 ($36,002,852), €9,195,078 ($9,633,710), in December 2020. In 2022, after the amendment to
the agreement, total gross -guarantee amount was increased to €158,000,000 ($165,537,068) including
€34,692,878 ($36,347,831) capacity and service guarantees, and €123,307,122 ($129,189,237) balancing
guarantee. However, due to the downward trend in gas prices, it was agreed to decrease the balancing
guarantee. As of 31 December 2024, total amount of Bank guarantee was €98,342,899 ($103,034,147). .
Currently the amount of Bank guarantee for the benefit of SNAM is €84,342,899 ($88,366,305) as of 01 July
2025.

In addition, in 2024 AGSC had provided direct deposit to SNAM in the amount of €2,500,000 ($2,619,257)
for incremental capacity charges, with company's portion of €602,322 ($631,054.), which had been required
to ensure capacity booking opportunities for the short term sales. In 2024, AGSC provided guarantee to
TAP, in the amount of €244,024,676 ($255,665,376), with company's portion of €73,183,000 ($76,674,046).

In 2023, AGSC provided direct cash deposit to SNAM in the amount of €2,414,732 ($2,529,922) as a
guarantee for TAP 2026-2028 expansion. The company’s net portion in it is €724,178 ($758,723). AGSC
also provided guarantee to Gestore dei Mercati Energetici (GME) in the amount of €2,500,000 ($2,619,257),
with company's portion of €500,235 ($524,098), in order to continue trading activities on GME platform.

In 2024, €2,000,000 ($2,095,401) of the GME cash collateral was released, with the company receiving its.
corresponding portion of €481,857 ($504,843) based on its entitlement share of circa 24%.
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21,

NOTES TO THE FINANCIAL STATEMENTS

Related party transactions

The company has taken advantage of the exemption contained within paragraphs 8(k) and (j) of FRS 101,

and has not disclosed transactions entered into w1th wholly owned group companies or key management

personnel

During the year the company entered into transactions, in the ordmary course of busmess with other related
partnes Transactions entered into, and trading balances outstanding at 31 December are as follows:

. Related paxty : _ S : Purchases - Amounts - -
: ' from related owed to
~ party related party
- $000 $000

THE BAKU-TBILISI-CEYHAN PIPELINE COMPANY
Group associate

Transportation services : :
2024 . _ ' A 120,910 - 1,681

2023 ’ . _ 21,644 2,060

South Caucasus Plpe]me Company Lumted

Group associate

Transportation services . . _ ' o

2024 ' ’ ' o : . 322,345 © 33,176

2023 - , : 285334 28,960
TAP AG g '

Group associate
Transportation services . . . .
2024 . Co S ' - . 34,041 -

2023 - ‘ 1802 L —

TANAP DOGALGAZ ILETIM A S.-

Group associate

Transportation services : - _ o
2024 , : S - 24355 —
2023 : o B : 12,434 —

" 22. Post balance sheet evenf

23.

There is no post balance sheet event at the reporting date for the company.

Immediate and ultimate controlling parent undertaking

The immediate parent undertaking is BP Exploration Operating Company Limited, a company registered in

England and Wales. The ultimate controlling parent undertaking is BP p.l.c., a company registered in
England and Wales, which is the smallest and largest group to consolidate these financial statements. Copies

of the consolidated financial statements of BP p.l.c. can be obtained from its registered address: 1 St James’s ’

Square, London, SW.1Y 4PD.
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