Defining our path

Sustainability Report 2003



e e This report covers BP's business, environmental record and
role in society. This year, in response to external feedback, we
have produced an integrated report that explains the relationship
between environmental, social and ethical issues and our business
strategy, including many factors relevant to the long-term future of
the group. We have therefore given it a new title: BP Sustainability
Report 2003.

For us, ‘sustainability’ means the capacity to endure as a group
by renewing assets, creating and delivering products and services
that meet the evolving needs of society, attracting successive
generations of employees, contributing to a flourishing environment
and retaining the trust and support of customers, shareholders
and communities.

This report shows how we seek sustainability in many different
areas of activity. As we organize and manage the group and its
activities year by year, our judgements are shaped by a set of core
values that reflect our experience and sustaining beliefs.

At the core of BP is an unshakeable commitment to integrity,
honest dealing, treating everyone with respect and dignity, striving
for mutual advantage and contributing to human progress. Our
products and services contribute to a better quality of life. They
provide the freedom to move, to heat, to see. \We believe this
freedom is inseparable from the responsibility to produce and
consume energy in ways that respect both human rights and
the natural environment.
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Group chief executive's introduction

Over the last five years BP has grown significantly. From

several heritage companies we have created one BP group,

with a strong portfolio of assets, market positions and people,
connected by shared values and a common purpose. Our
aspirations have grown. We are striving to be numbered among
the world's great companies and to be a force for human progress.
We are doing all this in testing times when confidence in major
corporations has declined and the spotlight on our activities has
become even brighter.

Our intention is therefore to report on more than just our
financial performance and tell a broader story as clearly as we
can, highlighting our achievements but also being open about the
difficulties we encounter. Our goal is to provide a clear window
through which our policies, commitments and performance can be
assessed, both by the outside world and by our 103,700 employees.

This year we have created a report that provides a concise
account of the main issues affecting the energy business and
explains how BP is seeking to address them. We have sought
to show how environmental, social and ethical issues help shape
our business strategy, a process that begins with our fundamental
purpose — to maximize long-term shareholder value.

This is a simple phrase, but one that makes complex demands.

First, it demands that we develop a strategy that will give the
company competitive advantage and so create value. Second, since
it demands that shareholder value be maintained for the long term,
it requires us to build a company that will endure — a sustainable
company, operating in a sustainable world. This is one of the
reasons we have called this the BP Sustainability Report 2003.

Our strategy defines the destination — shareholder value — but
the test of sustainability provides the reference by which we judge
everything we do. It defines the path towards our destination. To be
sustainable, a company cannot exist in isolation but must recognize
and manage its wider impact and its contribution to society.

In practical terms, we do this by defining our core values,
enshrining them in policies with real meaning and then applying
them through specific controlled management processes and
standards throughout the group. All of this is carried out within
a well-defined system of governance, details of which are clearly
laid out in BP Annual Report and Accounts 2003.

Looking to more specific issues, as we seek to manage the
impact of our activities on the environment we are driven by an
aspiration to transcend the apparent trade-off between energy-led
improvements in living standards and environmental degradation.
Our goal is to enable energy to be produced and consumed in
ways that do no long-term damage to the planet or its people.

In 2003, this led to a range of actions, including a more
focused inquiry into what is required to stabilize greenhouse gas
concentrations in the atmosphere, and further work to minimize
emissions from our own operations. In addition, we have
implemented a new programme to determine how reduced
emissions from cleaner, less carbon-intense fuels such as natural
gas, or motor fuels such as BP Ultimate, can be recognized for
their contribution to broader global reduction targets.

The principle of mutual advantage underpins our approach to
relationships. Mutual advantage represents our aspiration that
every contact a third party has with BP should bring advantage
to them as well as to us. This applies as much to a community,
country or supplier as to a customer or employee.

In 2003, two developments stood out as examples of our
commitment to this principle. The first was the 1,762-kilometre
Baku-Thilisi-Ceyhan (BTC) oil pipeline, which we began to build
in April on behalf of the BTC Company. It is the largest foreign
direct investment in the region, with an estimated cost of around
$3 billion. The longest pipeline ever built by BF, it avoids the need
to send more tankers through the congested Bosporus and Turkish
Straits. We have set out to make the pipeline a flagship for local
economic benefit, for environmental and social safeguards and for
community involvement. Its construction continues, as do scrutiny
and external challenge. So, too, does our determination to make
it a positive outcome for all involved as we work to complete the
construction in 2005.

Last year, we also made a major investment in Russia, one
of the world’s great hydrocarbon basins. Here we are starting
a long journey that will test how well we can put our principles into
practice. In the joint venture with our partners, we are determined
to contribute to the continuing economic progress of Russia, and
over time reduce the impact of our operations on the environment.

We attach great importance to the work done by expert
organizations to create benchmarks for reporting a company’s
performance in respect of the environment, ethics, governance,
employment and social issues. This report has been prepared in
accordance with the 2002 Global Reporting Initiative Guidelines and
has been independently verified. We believe it represents a balanced
and reasonable presentation of our economic, environmental and
social performance. We also include a ‘Communication on Progress’
on how we are living the United Nations Global Compact Principles.

As we progress towards our goals, we will not get everything
right all the time. We are grappling with difficult and complex issues
in challenging parts of the world. But | am convinced that BP must
be a force for good wherever we operate and that corporate
responsibility must remain at the heart of our business, driving
everything we do. You will judge how well we are succeeding.

| hope this report will provide a clearer picture of the actions we
are taking to meet the world’s needs for energy while promoting
human progress and preserving the natural environment. If there
are ways we can improve it, please let us know. | hope it provides
real insight as to what is at the core of BR

T
S —

The Lord Browne of Madingley

Group Chief Executive
April 2004



On these pages we present a selection of the achievements that the
group recorded during 2003, along with details of some of the main
difficulties we faced. Within ‘Achievements’, we list examples of financial
and operational successes, as well as advances in the environmental,
employment, ethical and social fields. Under ‘Challenges’, we list examples
of the main difficulties faced in 2003, along with some key challenges

for the future.

Achievements

Financial results

Our pro forma financial result, adjusted

for special items, was up by over 40% to
$12.4 billion from $8.7 billion in 2002. Our
pro forma return on average capital employed
improved from around 13% in 2002 to around
16% in 2003. Full details are given on page 2
of BP Annual Report and Accounts 2003.
References within BP Sustainability Report
2003 to 'operating result’ and ‘result” are to
pro forma results, adjusted for special items.

Reserve replacement

We more than replaced our production with
new proved reserves at an organic rate of
122%. This was the 11th successive year in
which we more than replaced our production,
giving us the material for future growth.

Safety

Although the number of fatalities among our
workforce rose (see opposite), our overall
safety performance, based on the frequency
of all injuries — minor or severe — improved by
16%, with the number of incidents causing
recordable injuries falling from 1,936 in 2002
to 1,604 in 2003.

Environmental management

By the end of 2003, 85 of our 86 major
operations had been independently assessed
for certification to the ISO 14001 international
standard on environmental management.
The one exception is our widespread gas
production operation in Canada, which has
achieved partial certification and is working to
meet the standard fully over the next year.
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Emissions reductions

Although our operational emissions of
greenhouse gases (GHGs) increased last year
by 1.4 million tonnes (Mte) after four years of
reductions, new energy efficiency projects
created 1.4Mte of sustainable reductions for
the future — without which the increase would
have been 2.8Mte. This performance keeps
us on track to meet our aim of eliminating half
our underlying emissions growth up to 2012
through increased efficiency. Over the next
few years, we intend to offset the other half
of this growth by demonstrating how our
products are reducing emissions at the

global level.

The Helios Awards

Nearly 1,800 teams, representing over 10%
of BP's workforce, entered this year's Helios
Awards, designed to recognize and reward
outstanding performance. This year the
programme was extended to recognize the
contributions of external organizations who
work in partnership with BP

Russia

During 2003, we concluded our $6.8 billion
transaction to purchase 50% of TNK-BP the
third largest oil producer in Russia, one of
the world's most significant hydrocarbon-
producing economies.

Academies launched

During 2003, we set up specialist academies
to enable BP people to develop world-class
skills in project management and sales and
marketing — two disciplines that are critical

to our upstream and customerfacing strategy.

BP Ultimate

We launched BP Ultimate, which represents
a new generation of fuels, delivering more
performance at the same time as reducing
emissions. BP Ultimate is currently available
in the UK, Greece, Spain, Australia and

(as Amoco Ultimate) in the US. The UK

test programme for BP Ultimate gasoline
demonstrated a 14.5% reduction in carbon
monoxide, a 5.3% reduction in nitrogen
oxides and a 2.2% reduction in carbon dioxide,
compared with traditional fuels.

OpenTalk
In 2003, we launched OpenTalk, a new global
initiative through which employees can raise

concerns about suspected breaches of
company policy or standards. Employees
or contractors can raise concerns through

a confidential 24-hour telephone line, fax,
e-mail or letter. More than 250 cases from
35 countries have been raised through
OpenTalk, covering topics such as fraud,
conflict of interest, gifts and entertainment,
environmental breaches, employment issues
and risks to health and safety. These cases
have led to actions such as changes in
procedures, counselling, reinforcement

of standards and some dismissals.

Diversity and inclusion

We continue to make progress in increasing
the diversity of our group leadership —

the top 609 jobs in BP. In 2003, 49% of

the people appointed to positions in the
leadership were either women, or from
beyond the UK and US or from a UK or

US racial minority. This exceeded our aim
of 40%. As a result of these appointments,
the overall proportion of women in our
group leadership rose to 15%, having stood
at 9% in 2000. The proportion of people
from beyond the US and UK in the group
leadership rose to 18%, having stood at
14% in 2000.

Advisory panels

During 2003, reports were published by
panels of eminent experts whom we had
invited to provide critical reviews and
recommendations in respect of two of our
most prominent projects, the Baku-Thilisi-
Ceyhan pipeline and the Tangguh liquefied
natural gas project in Indonesia. In each
case BP responded to the reports.

(See www.bp.com/location reports.)



Challenges

Fatalities and road safety

There were 20 fatalities among our employees
and contractors in 2003, more than in 2002
when there were 13, or 2001 when there
were 16. Most resulted from accidents
involving motor vehicles. We deeply regret
this loss of life. In response, we have
developed a new and more rigorous group-
wide driving standard, which is being
implemented in 2004.

Oil spills

In 2003, the volume of oil released to the
environment rose by nearly 30% on 2002’s
level, although the total number of individual
spills fell. The overall volume of oil released
was 1.4 million litres, compared with

1.7 million litres in 2002. The overall number
of oil spills of more than one barrel fell by
over 15%, from 761 in 2002 to 635. We
constantly review our spill prevention
measures to improve our performance.

Employee reductions

During 2003, BP’s employee numbers
reduced from 115,250 to 103,700. This
mainly resulted from rationalization of our
assets following previous mergers and
acquisitions, as well as programmes to
reduce costs and prolong the viability

of mature operations. Some of these
reductions were employees transferring
employment. We aimed to reduce the
impact of job losses on individuals, families
and communities by seeking voluntary
departures and helping employees find
new jobs.

Russia

Our joint venture, TNK-BP faces a challenge
in bringing health, safety and environmental
performance up to international standards.
Many of TNK-BP's assets date from the Soviet
era and transforming these operations will
take time with regard to transparency and
governance. Our aspiration is that each year
they will achieve measurable improvements
in health, safety, security, social and
environmental performance.

Whiting fire

On 18 February 2003, a leak of heavy oil
and a vapour cloud occurred within the BP
Whiting refinery, the third largest refinery in
the US. The associated vapour cloud ignited,
resulting in a significant fire. One employee
sustained a minor first aid injury. Our
investigation revealed that the failure was
caused by corrosion. Recommendations
were made for inspection, engineering

and communications procedures which
have been shared with all BP refineries.

Trading investigation

NYMEX (New York Mercantile Exchange)

and FERC (Federal Energy Regulatory
Commission) investigated alleged improprieties
in BP's US crude oil and energy trading
activities. The allegations were settled by BP
without admitting or denying wrongdoing.
The settlements involved a payment to
NYMEX of $2.5 million in fines and a charitable
donation of $3 million in resolution of the FERC
enquiry. Further investigations are ongoing.

Employee satisfaction

We research BP employees’ views by
conducting an annual voluntary ‘People
Assurance Survey’ (PAS). In 2003, this was
completed by almost seven out of every 10
eligible employees. When comparing our 2003
feedback, BP continued to score above external
norms on 21 out of 26 items. However, the
overall results showed a reduction of around
2% in favourable responses from the previous
year. We are committed to identify and
address underlying concerns during 2004.

Air quality case

In 2003, the South Coast Air Quality
Management District in the US filed a
complaint against BP West Coast Products
LLC and Atlantic Richfield Company in Los

Angeles County Superior Court, alleging
multiple violations of air quality regulations at
the Carson oil refinery in California. Atlantic
Richfield Company operated the refinery
until it was transferred to BP West Coast
Products LLC on 1 January 2002. BP West
Coast Products LLC and Atlantic Richfield
Company believe that the penalties sought
are disproportionate to any alleged
environmental harm.

GHG emissions

Direct emissions of greenhouse gases (GHGs)
from BP's operations in 2003 increased by

1.4 million tonnes on a like-for-like basis. These
increases largely resulted from expansion of
capacity, much of which provides lower-carbon
products that have the potential to decrease
reliance on more carbon-intensive fuels, such
as using gas for power generation instead of
coal. An ongoing challenge is to find ways to
quantify the emissions reductions achieved

by our products, as well as in our own
operations, and to reduce demonstrably our
overall contribution to global GHG emissions.

Working in sensitive areas

BP’'s work in environmentally sensitive areas
has caused concern to some shareholders.

In responding, we have explained that we will
only work within or close to such sensitive
areas if we believe we can properly manage
the risks to the environment. Our sites’ plans
aim to ensure that our activities will make

a positive contribution to local biodiversity.
Fulfilling our pledges to report openly on

this issue, in this report we list the areas
where we operate which are designated as
protected under the IUCN system and the
results of environmental assessments relating
to sensitive areas in Bolivia and Georgia.

Social investment

Our social investment in 2003 was less than
in the previous year. We invested a total of
$74.4 million in community programmes and
community-based organizations around the
world, down from $85.2 million in 2002.

We are rebalancing our social investments
towards the developing world in support of
our strategic growth centres and refocusing
towards economic development and
education. Our priority remains to choose
the most appropriate projects and to seek
the most effective allocation of funds.



The energy paradox

Our work as a global energy company brings us into
contact with some of the most challenging issues facing
society today. How do we reconcile economic growth
with environmental responsibility? How can we establish
secure supplies of energy in an unpredictable world?
How can growing urbanization and demand for transport
be matched with the desire for better air quality in cities?
\What role should international corporations play in the
developing world?

These are questions that we confront every day in our work — and
there are no easy answers. They represent different dimensions of
a central paradox — the paradox in which the energy that provides
society with heat, light and mobility, fuelling economic growth

and development, simultaneously presents us with serious
environmental and social challenges.

Shying away from these challenges is not an option for an energy
company that plans to be successful in the long term. \We believe
we should assess and address concerns felt by customers,
shareholders and citizens. These concerns have become increasingly
significant as the pace of world development has accelerated,
continuing the pattern of exponential rates of development that
began with the industrial and technological revolutions.

Energy has been a major force in this transformation, providing
comfort and mobility, supporting economic and social development
and widening opportunities. In the past 50 years, energy
consumption has grown, generating economic growth and
improved standards of living. In the same period, life expectancy at
birth has increased by nearly 20 years' and the proportion of people
living in poverty has fallen faster than in the preceding 500 years?.

Consumption of energy is now forecast to increase at just
under 2% a year over the next decade?, potentially doubling by
20508. The number of cars worldwide is increasing at an estimated
16 million a year* and the number of people with internet
connections is growing by around 100 million a year®.

As the World Energy Assessment said: ‘Energy is central to
achieving the interrelated economic, social and environmental aims
of sustainable human development!® Yet if energy is to fulfil this role,
first, it must be widely available, and second, we must address the
consequences of its production and consumption. Availability has
several dimensions. The world is estimated to have enough proved
reserves of oil for 40 years and of natural gas for 60 years at current
production levels’. Over the last decade, reserves have grown,
rather than diminished, partly as a result of advances in exploration,
technology and efficiencies, which have enabled more oil and gas
to be discovered or recovered economically from existing fields.
Meanwhile, progress continues to be made towards developing
renewable energy sources for the future.

In many countries, the focus of recent concern has been the
security of energy supplies. Might a country or region find itself
cut off from energy because of terrorism, war, political actions,
accidents, economic crisis or volatile prices?

In fact, the world market has worked well to maintain supplies,
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keeping oil and gas flowing through such periods as the 2003
Iraq war and the aftermath of the September 2001 attacks on
the US. A key factor in the market's resilience is the increasing
diversity of energy sources, enabling countries to import their

oil and gas from many different locations. BP is now playing a
part in extending this diversity, by building new profit centres in
some of the world’s most important emerging sources of supply.
For example, in 2003 we made new discoveries and started
production from new fields in Angola and the deepwater Gulf

of Mexico, as well as extending our liquefied natural gas production
in Trinidad.

Providing energy for the developing world presents a particular
challenge. Over one billion people still live on less than $1 a day®.
Around 1.6 billion people live without access to electricity and
over two billion continue to rely on traditional ‘biomass’ fuels —
such as wood and charcoal - for cooking and heating®, with
health, environmental, social and economic consequences. While
economic growth and development, sometimes derived from
natural mineral wealth, represent the main routes towards greater
access to energy, BP has played a specific, though relatively small,
role in tackling these issues by bringing solar energy to remote
areas in Brazil, the Philippines and elsewhere.

As we undertake our operations, we must manage a range of
impacts — from the impact of an individual site on its surroundings
to that of greenhouse gas emissions on the earth's atmosphere.

Safety is of the highest priority. e operate in conditions which,
if not managed well, could be hazardous for us and our neighbours.
Our safety record has improved over the years, but is still not good
enough. Road safety was a particular concern in 2003, with incidents
involving vehicles accounting for most of the 20 fatalities among our
employees and contractors. VWe have implemented a major driving
safety campaign to prevent future accidents. We are also dedicated to
operating our plants responsibly, not only securing the safety of
employees, contractors and communities but also minimizing waste
and preventing spills. (These issues are discussed on pages 12-15.)

Our commitment to employees goes far beyond provision of
a safe workplace. Therefore, our performance with respect to our
people drives every other dimension of performance — whether
environmental, social, ethical, financial or operational — in respect
of assets, markets, innovation or cost efficiency.

Our success depends on achieving excellence in the way people
are recruited, trained, motivated and rewarded. \We must attract and
then retain the best men and women. This means welcoming diverse
people in terms of background, age, religion, ethnic origin, nationality,
disability and sexual orientation. Not only must we welcome the best,
but we must enable them to give of their best, to attain rewards and
satisfaction, bring success to the company and help society confront
the challenges posed by energy use. (Our record with regard to
employees is covered on pages 16-19.)

Foremost among these challenges is the prospect of climate
change associated with rising concentrations of greenhouse gases
(GHGs) in the earth’s atmosphere — predominantly carbon dioxide
and methane. These are emitted from many natural resources and
from hydrocarbon consumption in industrial processes, buildings,
power stations and motor vehicles. Our understanding of this
phenomenon is still developing, but for some years there has been



sufficient evidence — in BP’s view — to conclude that precautionary
action has to be taken.

Having already achieved our first emissions reduction objective
by 2001, we are making continuing efforts to reduce emissions
from our production and our products. In 2003, we developed our
thinking on how GHG concentrations could be stabilized over time
— acknowledging the magnitude of the challenge while identifying
potential solutions. We tested a process for quantifying GHG
reductions achieved by our fuels, and we continued to bear down
on our emissions from our own operations. (Our thinking and
performance on this issue are set out on pages 22-25.)

At a more local level, particularly in cities, an important issue
has been the impact of energy use on air quality. This has been a
particular concern where coal is used, as it is more carbon-"heavy’
than oil, which in turn contains proportionately more carbon than
gas. While the use of coal has been curbed by legislation in many
countries, it remains a major energy source in economies such
as the US and China, where efforts are under way to substitute
gas for coal in power generation. Concerns over lead, sulphur and
particulates emitted by motor fuel have caused many countries to
ban lead in motor fuels and seek reductions in levels of sulphur.

BP manufactures and markets a growing range of cleaner
fuels, frequently upgrading our refineries well ahead of legislative
deadlines. Since 1998, we have also more than doubled our sales
of lowercarbon natural gas. (Our performance in respect of
sustainable transport is described on pages 26 and 27.)

While the consumption of energy raises one set of issues,
further challenges are raised by its production.

Prime among these has been the impact of energy production
in the developing world. In regions such as Africa, Asia and South
America, the increasing availability of energy benefits millions, but
the extraction of oil and gas has led to a number of problems.

Some countries developing large quantities of natural resources
have suffered from rising currency levels, which have damaged
exports from other sectors such as agriculture. In other cases, oil
or gas revenues have failed to benefit the population at large, either
because of corruption or because governments have been unused
to the challenge of handling large inflows of money. Construction
sites have sometimes become ‘honeypots’, attracting people and
resources from other areas and importing social and health
problems to fragile communities. Fears over human rights have
been aroused by the arrangements made for protecting people,
plant and pipelines.

In our view, such difficulties are not inevitable. There are
examples showing that developing countries can benefit from
possession of natural resources. For example, an independent
study by a Colombian think-tank found that oil production in the
Casanare region, where BP has operated since 1987, had made a
positive impact on education, health, water and electricity services.

Today, when we are involved in large projects in many different
parts of the world, we seek to live by the principle of ‘mutual
advantage'. This holds that, when we conduct our business, it
should be of benefit to all involved — the company, employees,
the local community, regional and central governments and other
stakeholders. This means creating a dialogue and building
relationships. It also means consulting and involving local
communities, and ensuring we have properly assessed the
likely environmental and social impacts of everything we do.

In particular, we respect human rights when we organize security,
employ local people or interact with local communities. (Our
approach to creating a dialogue on such issues is covered on
pages 30-34.)

To ensure that host communities actually benefit from our
presence, we strive to promote local employment, enable local
companies to become our suppliers, invest in the community,
particularly through education, and do what we can towards
enabling the revenues we generate to be of maximum benefit
to local populations. (Our activities and investments in local
communities are discussed on pages 35-37.)

The populations among whom we work are dispersed among
100 countries, each with its own cultures and characteristics.
Our task is to operate in each of them in accordance with a
common set of values, to achieve consistency and common
purpose in many different contexts, while respecting cultural
diversity, as we address the major issues that confront us. To
see how BP goes about that task, we look next at the group'’s
history, structure, strategy and performance.
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7 BP Statistical Review of World Energy June 2003, quoting figures published by
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1. BP—our business

Our progress

BP meets its first greenhouse
gas emissions target.

BP acquires ARCO and
Burmah Castrol.

BP and Amoco announce largest-ever
industrial merger, worth $48 billion.

BP publishes first global
environmental emissions
and discharges targets.

BP acquires Britoil.

BP’s Oil Spill Response Base

is established in Southampton,
which in 1985 becomes QOil Spill
Response Limited, the world's
largest international oil spill
response organization.

BP announces major oil discovery
at Prudhoe Bay on Alaska's
North Slope.

Grangemouth plant in Scotland opens.

BP’s worldwide expansion includes
France and Australia.

The company's first research facilities
are established in Sunbury, UK.

Syndicate formed by English
entrepreneur William Knox DArcy

BP signs $6.8 billion joint venture
operating in Russia to create TNK-BP.

BP develops guidelines for
resettiement.

BP acquires Veba Oil.

BP joins the Global Business
Coalition on HIV/AIDS.

BP announces its position on
climate change based on the
precautionary principle.

BP publishes its first
environmental report.

BP acquires the remaining shares in
Sohio and forms BP America.

UK government sells its
shareholding in BP.

BP gains majority holding
in Standard Oil of Ohio (Sohio).

BP monitors and publishes company-
wide safety incident rates.

Company is renamed the
Anglo-Iranian Oil Company
as Persia changes its name.

Anglo-Persian secures contact with
UK Admiralty to supply fuel oil for

the Royal Navy. UK government takes
majority shareholding in return.

Anglo-Persian Oil Company is formed.

strikes first oil in Persia.
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BP In perspective — structure and strategy

To achieve its goals, BP requires an effective structure, a clear strategy,
strong values, practical policies and a clearly understood way of working.
This section of the report explains how BP works — its structure, strategy

and system of governance.

Structure
The group is organized into business
segments, functions and regions.

BP currently has four business segments.
Exploration and Production — ‘upstream’ —
carries out exploration, and builds and
operates facilities to extract oil and gas,
including pipelines. In 2003, the segment
contributed $15,977 million to BP’s operating
result and employed over 15,000 people.

The Gas, Power and Renewables
segment markets and trades natural gas
and power, and runs BP's renewable energy
business, mainly focused on solar. A key
growth area is liquefied natural gas (LNG),
which can be transported for longer
distances than piped gas. It also trades in
NGLs (natural gas liquids) such as ethane,
propane and butane. In 2003, the segment
contributed $472 million to BP's operating
result and employed around 3,550 people.

The Refining and Marketing segment —
‘downstream’ — runs BP's refineries and
retail stations as well as businesses
supplying aviation fuel, marine fuel, other
specialist fuels and lubricants. In 2003, it
contributed $3,689 million to BP’s operating
result and, as a key customerfacing
segment, employed over 66,000 people. It
creates value by building the group’s brands
- BPR ARCO, Aral, Castrol and BP Connect.

The Petrochemicals segment
manufactures and markets a selected range
of chemicals, largely from feedstock created
by upstream activity. In 2003, the segment
contributed $606 million to BP's operating
result and employed nearly 16,000 people.

A function is an organization with
common professional skills that operates
across the group. Functions include
Communications and External Affairs;
Diversity and Inclusion; Financial Control
and Accounting; Group Compliance and
Ethics; Health, Safety, Security and the

Environment; Human Resources Management;
Internal Audit; Marketing; Remediation
Management; and Strategic Planning.

BP’s four regions are: Europe; Western
Hemisphere and the Americas; Africa,
Middle East, Russia and the Caspian;
and Asia, the Indian sub-continent and
Australasia. Their task is to integrate
BP's activities in each region.

Strategy

Our strategy is to apply the distinctive
capabilities possessed by our people to

a distinctive portfolio of assets, chiefly oil
and gas fields, refineries, service stations
and petrochemicals plants. This takes place
within a disciplined financial framework,
providing the opportunity to generate highly
competitive, but secure, returns.

Our distinctive capabilities and assets
have been brought together over the past
five years as BP has undertaken a series
of mergers and acquisitions to become a
leader in the global oil and gas industry.

We have developed a track record as
a 'first mover'. For example, we were at
the forefront of the recent consolidation
in our industry. WWe moved first to recognize
publicly the need for precautionary action
on climate change. We also moved first to
take advantage of new opportunities, such
as our investments in China and Russia.
Moving first demands analytical skills and
ability to build relationships with partners
and governments around the world.

Having made the investment choices
to secure a distinctive and advantaged
portfolio, we then apply our capabilities
segment by segment, within a rigorous
system of performance management.

In the exploration and production
segment, BP invests in a portfolio of large,
lower-cost oil and natural gas fields chosen
for their potentially strong return on capital

employed. We seek to manage those
assets safely with maximum capital and
operating efficiency. We are developing

six new profit centres in which we have

a distinctive position: Trinidad, Angola,
Azerbaijan, Gulf of Mexico, Asia Pacific gas
and Russia. These augment the production
assets in our existing profit centres,
providing greater reach, investment choice
and opportunity for growth.

In the gas, power and renewables
segment, in line with changing demand
patterns for cleaner fuels, BP seeks to
participate at scale in the fast-growing
markets for natural gas, gas liquids and
solar energy. We hold market leadership
positions in North American gas and NGLs
and significant strength in the LNG and
solar markets. We are expanding our LNG
business by accessing import terminals in
Asia, North America and Europe.

In refining and marketing, our marketing
businesses are underpinned by world-class
manufacturing and brands. Our retall,
lubricants and business-to-business sectors
reach around 13 million customers a day.
Our retail strategy provides fuel and
convenience offers to some of the most
attractive global markets. Our lubricants
brands, BP and Castrol, offer customers
benefits through technology and
relationships. \We seek to develop deep
business-to-business customer relationships
that can evolve into strategic partnerships.

In petrochemicals, BP focuses on seven
core products — purified terephthalic acid
(PTA), paraxylene, acetic acid, acrylonitrile,
ethylene, high-density polyethylene (HDPE)
and polypropylene (PP) — that enhance
the everyday lives of consumers. These
core products are eventually used in the
manufacture of a wide variety of consumer
goods, including plastic drinks bottles,
computer housings, adhesives, inks, rigid
packaging, pipes, food packaging and
automobile components, as well as textiles
for clothes and carpets. Our core products
have been selected on the basis of
growth characteristics, proprietary
technology, leadership positions and
group integration value.
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BP at a glance Here we provide some financial and operating information about our group,
in particular, elements that we consider are useful in the context of
sustainability. Further information can be found in BP Annual Report
and Accounts 2003. In addition, further data is included on pages 44-45
of this report.

1.2
Where does our operating result come from? What are our main refined products?
Replacement cost operating profit adjusted for Regional marketing sales volumes
special items and acquisition amortization :
6,716
472 19
— 606
: by business
by region
;mﬁon 2,485 segment by product 556
$ million 3,689 mby/d
292
1,184
How much oil and gas do we produce?
53
10,888 eSS, 359 e, 020
- 775
: «— 105
. by business : 1,610 ;
by rgglon segment 3,080 by region
$ million R : mboe/d
$ million
409
15,452 : 1,265
: 833 '
Key
By region By business segment
e UK e¢ Exploration and Production
:¢ Rest of Europe st Gas, Power and Renewables
e USA s8¢ Petrochemicals
Rest of World Refining and Marketing
Other businesses and corporate
By product mb/d  Thousand barrels a day
e Aviation fuels mboe/d Thousand barrels of oil
.................................................................................................................... : 2. Gasolines equivalent a day
: 22 Middle distillates
What do our shareholders receive? : Fuel oil
Other products
Annual dividends per share (cents/pence)
03
02
01
00
99
0 9 18 27 cents
6 12 18 pence

0
¢ Cents per share 22 Pence per share
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Our economic benefit to society

Maximizing long-term shareholder value is our fundamental
purpose as a business. In seeking to fulfil this aim, we also create
wealth and economic benefits for many groups and individuals
beyond our own shareholders and employees.

We help meet growing demand for energy products, promoting
social progress and economic development. Every day we deliver
high-quality products to 13 million customers: cleaner fuels, designed
to reduce emissions and improve air quality; natural gas to replace
oil and coal in rapid growth economies; and chemicals products,
including many basic ingredients used in the manufacture of health,
personal care, electrical goods, packaging and food products.

We also help governments convert oil and gas reserves into
revenues. These can be used to fund public services and provide
a stimulus for long-term economic and social development. As
well as helping build local capacity, we also invest in environmental,
community, cultural, health and education programmes.

Stakeholders and benefits (graphic not to scale)

$ million

2003

Taxes to governments 52,815

Distributions to shareholders 5,753

Spending on contractors and suppliers 33,800
Employee costs (including wages, salaries,

benefits and pensions) 8,700

Community investment 74

Providing employment for
103,700 people

Working with communities
around more than 100 major sites

Representing more than
one million shareholders

Serving 13 million customers a day

Working with nearly 135,000
suppliers and contractors

Engaging with governments and
NGOs in more than 100 countries
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BP in practice — how we work

Through the mergers and acquisitions of recent years, BP has undergone
enormous changes to arrive at the BP group of today. It incorporates

the heritages of the various enterprises that have come together to
establish our current base, from which we can compete and grow.

Setting out clear principles

While the scope and scale of the BP group

may have changed, our work continues

to be guided by enduring core values —

integrity, honest dealing, treating everyone

with respect and dignity, striving for mutual
advantage and contributing to human
progress. These values are developed

into policies that govern all areas of our

operations. Everyone in BP is expected

to take responsibility for living up to them.
In 2003, our business policies focused

on five specific areas — ethical conduct;

employees; relationships; health, safety and
environmental performance; and control
and finance. They covered commitments:

st To respect the rule of law, conducting
our business with integrity and showing
respect for human dignity and the rights of
the individual wherever we do business.

: To create mutual advantage in all our
relationships so that people will trust
us and want to do business with us.

2t To demonstrate respect for the natural
environment and work towards our
aspiration of no accidents, no harm
to people and no damage to the
environment.

it To respect the rights and dignity of all
employees, and create an exciting and
rewarding work environment in which
every individual feels included in the
responsibility for BP's performance
and reputation.

2 To manage our operational and financial
performance to maximize long-term
value for our shareholders.

These commitments were given effect

in a number of detailed policy standards,

for example, the group’s policy of never

paying or taking bribes, of providing open
and constructive feedback to employees,
holding leaders accountable for safety,
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setting clear performance targets and
working towards measurable improvements
in the communities where we operate.

Full details of our group policies are
available at www.bp.com/aboutbp.

The objectives set out in some of the
policies represent the results of current
practice, while in others they represent
our aspirations for the future. They guide
us towards consistent and appropriate
behaviour wherever we operate.

As we have grown in scope and scale,
we have increasingly identified the need
for clearer frameworks to encourage the
right behaviour at all times. For policies
to be effective, they must not only be
declarations but also practical guides for
consistent action in a global group. The
reputation of our business is vital. Our
reputation is not the result of what we
say. It is the result of how our 103,700
employees act in real-life situations.

During 2003, we conducted a
comprehensive review of how our existing
values are given expression through our
management framework and policies. Our
fundamental values remain unchanged,
reflecting our experiences and common
sustaining beliefs. However, we recognize
that our group policies should evolve over
time so our practices continue to reflect
our values and become embedded in our
actions. During 2004, we will be developing
them within an integrated management
framework, which will help us to set clearer
goals and expectations against which we
can more effectively test performance
and measure our progress.

Putting our principles into practice

Our policies and commitments are
translated into action by individuals at all
levels of the group. This requires a clear

structure for delegation of authority,

with clarity over roles, objectives and
responsibilities. Such a structure for
delegated authority, and its corollary

of accountability, are embedded in the
governance of the BP group. We recognize
the chain of authority that begins with our
owners, our shareholders, through the
board of directors, which promotes and
represents their collective interests, to the
group chief executive, to whom authority
for the executive management of the group
is delegated. The goal established by the
board for the group places the interests

of our owners at the heart of all we do. It
recognizes that their collective interest is in
the maximization of long-term shareholder
value through our business operations.

The long-term nature of this goal drives our
need to operate in a sustainable manner
and shapes our core values.

The board is accountable to our
shareholders for the operations and
performance of the entire group. It
therefore monitors the exercise of the
authority delegated to the group chief
executive for the executive management
of the group through the mechanisms
established in its governance policies.
Since the executive directors undertake the
executive management of the group, this
monitoring task naturally devolves to the
board committees, which are composed
of independent non-executive directors.
Non-executive directors make up a majority
of the board and occupy the positions of
chairman and deputy chairman. At the end
of 2003, BP had 12 non-executive directors
and six executive directors.

The board is instrumental in establishing
the values of the group through the
executive limitations. These are the limits it
sets on the means by which the group chief
executive may pursue the goals established
for the group. Through its executive
limitations policy the board sets boundaries
for the group’s activities in respect of
ethics, health, safety, the environment,
financial discipline, internal controls, risk
preferences, the treatment of employees



and political considerations. The board's
Ethics and Environment Assurance
Committee, chaired by Dr Walter Massey,
a non-executive director, monitors all non-
financial aspects of the group’s activities,
particularly the observance of the executive
limitations established by the board.

Consistent principles of delegation are
applied throughout the group. Whenever
authority is delegated, performance
contracts are drawn up that are designed to
provide clear targets, limitations on authority
and processes through which progress will
be reported and performance monitored.
Likewise, a blueprint has been established
to ensure that all those to whom authority
is delegated draw up effective plans to
achieve their targets.

In a business such as ours, effective
planning necessarily requires staff at all

levels to assess the risks inherent in
our operations and to plan appropriate
responses. As projects are evaluated,
constructed, operated and decommissioned,
a range of risks has to be identified,
evaluated and managed. This ensures
the viability of our investment and the
safety of employees and contractors,
as well as the protection of the
communities where we operate
and the environment beyond.

We have criteria by which to assess
the magnitude of any risk, including
the commissioning of independent
assessments where appropriate. Before
major projects are agreed, Environmental
Impact Assessments and Social Impact
Assessments are carried out to identify and
minimize the likely impacts of new projects
(see page 31).

Throughout the year the board regularly monitors the way the company manages its risks
and opportunities. The board is supported in this process by the work of its committees.
These are described in more detail in BP Annual Report and Accounts 2003. Each
committee comprises solely independent non-executive directors and plays a key

role in testing the decisions, processes and judgements of executive management.

Sir lan Prosser

Dr Walter Massey

Sir Robin Nicholson

The Audit Committee is chaired by Sir lan Prosser. It is responsible
for monitoring all the reporting, accounting, control and financial
aspects of executive management activities.

The Ethics and Environment Assurance Committee is chaired by
Dr Walter Massey. It is responsible for monitoring the non-financial
aspects of executive management activities.

The Remuneration Committee is chaired by Sir Robin Nicholson.
It is responsible for determining the structure of rewards for the
group chief executive and executive directors.
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Operating responsibly — promoting safety

Sustainability — of our people, our company and our working environment
—is founded on responsibility. This starts with responsible operations,
providing for the safety of our people and the integrity of our plants

and sites.

Safety

Our work brings our staff and contractors
into contact with hazardous and flammable
materials, heavy equipment, harsh weather
conditions and challenging environments.
Safety is therefore of the highest priority

in BP's operations.

During the late 20th century, the industry
made significant progress in improving its
safety record. However, it is still some way
from having the unblemished record it
seeks. Today, health and safety are
embedded in management responsibilities
for BP's operations. Managers are tasked
with ensuring that sufficient resources are
available for a safe and healthy workplace.
Everyone who works for BP knows they
have a personal responsibility for health
and safety. We require all employees and
contractors to be coached in our ‘Golden
Rules of Safety’, which cover factors such
as working at heights, working in confined
spaces, isolating energy sources and
lifting operations. A management system,
‘Getting Health, Safety and Environment
Right’, applies to all operations.

Performance contracts for executives
and businesses include commitments
to meet specific safety objectives. We
use Advanced Safety Auditing (ASA), a
technique in which managers trained in
safety issues observe people at work,
discussing and agreeing with them how
risks should be managed. Over 150,000
ASA reports were issued last year within
BP operations. If incidents do occur, we
use root-cause analysis to look beyond
the immediate reasons to diagnose and
address the underlying cause.

Our global management tool, Tr@ction,
enables us to track, record and analyse
safety performance more effectively than
ever before. By making this web-based
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system widely available, health, safety,
environmental and security performance
can be monitored at any level — plant, site,
country or region. Almost 60,000 incidents
were reported in 2003. The system,
introduced two years ago, has been used
by over 27,000 employees and contractors
to log and analyse events, ensuring that
lessons learned are shared and transformed
into improved performance.

Safety performance

Our performance in 2003 presented a
mixed picture. Fatalities were a serious
cause for concern. Twenty members of

our workforce — five employees and 15
contractors — lost their lives. This was more
than in 2002, when there were 13 fatalities,
and 2001, when there were 16. Fourteen
of the 20 fatalities in 2003 resulted from
incidents involving vehicles. From 2004, we
are introducing a much tougher group-wide
standard on driving safety. Additionally,

31 members of the public died in incidents
related to BP activities. Twenty-eight of
these fatalities were transport-related.

We deeply regret this loss of life. Our target
is zero fatalities and our senior managers
are judged on progress towards this goal.
Road safety must be our primary focus
over the next few years.

Meanwhile, our overall health and safety
performance, as recorded by the frequency
of minor or severe injuries, improved by
16%, with the number of incidents causing
recordable injuries falling from 1,936 in
2002 to 1,604 in 2003. The frequency of
serious injury cases — those resulting in
employees or contractors being away from
work for a day or more — has reduced from
0.25in 1999 to 0.10 per 200,000 hours
worked in 2003, having stood at 0.10
in 2002. On this measure of overall

performance, we achieved the target

we set for 2003 — to maintain our 2002
performance level — even though we

had introduced many new people to our
workforce through our acquisition of Veba,
whose injury rate was historically higher
than BP's.

Driving standard
BP staff and contractors cover over
1.62 billion kilometres a year in our fleet-
owned and contractoroperated vehicles.
During 2003, we planned a new group-
wide driving standard to be introduced
throughout 2004 and effective from
1 January 2005. This represents an effort
to reduce the number of fatalities we have
experienced, as well as to improve driving
practice generally across the group.

The aim of the standard is to ensure
that there is a formal approach to managing
driving risk for all BP companies, employees

At the sites visited we observed
that the site leadership was
demonstrating their commitment

to HSE by participating in Advanced
Safety Audits.

Long-term improvement in safety
performance (DAFWCF)? 1988-2003

1988 1993 1998 2003

@Days away from work case frequency (DAFWCF) is
the annual frequency (per 200,000 hours) of injuries or
illnesses that result in a person (employee or contractor)
being unable to work for a day (shift) or more.



and vehicles while on group business.

The standard includes minimum vehicle
requirements, driver fitness requirements,
mobile phone use prohibition (including
‘hands-free’ use), compulsory seatbelt use
and risk assessments for high-risk routes.

Safe driving awareness

In some countries, BP teams have taken

initiatives to promote safer driving and

the group has been highlighting these

as examples to follow:

:: Castrol India won a national award, the
Institute of Road Traffic Education and
Prince Michael Road Safety Award, in
October for a campaign highlighting the
dangers of driving without wearing seat
belts or while using mobile phones.

2 In Vietnam, BP has participated in the
‘Helmets for Kids' programme, which has
provided over 100,000 helmets for young
motorcycle riders. BP Vietnam distributed

more than 4,000 helmets to primary
schools in major cities. The programme
has recorded 49 crashes where lives have
been saved by helmets.

Occupational health

Promoting health awareness at work and
at home among our employees, contractors
and local communities provides long-term
benefits to our people and our business.
During 2003, we implemented many local
initiatives to improve the wellbeing of our
staff. We took immediate action to respond
to the SARS crisis, providing health support
and minimizing travel risks. No BP
employees contracted the illness.

Communicating on safety

During 2003, we discussed concerns raised
over safety issues in Alaska with several
investors, following incidents there in 2002.
While we acknowledge that some investors

have ongoing concerns, others have

been reassured on key aspects. This is
particularly the case where we have had
the opportunity to describe in some detail
our initiatives to clear the maintenance
backlog and to increase investment in
safety resources, as well as to introduce
systems such as OpenTalk (see page 17),
by which employees can raise any concerns
they have.

Important news on safety is rapidly
communicated to our staff via our internal
website, which reports on major incidents
and success stories. For example, one
business unit recognized during 2003
was BP Colombia, whose operations cover
102 wells and include 450 employees and
2,500 contractors. It reached a milestone
of 10 million man hours worked without
a day away from work case. Further
details are available at
www.bp.com/healthandsafety.

Grangemouth — a safety revolution

The experience of the past two years at the Grangemouth Complex in Scotland has
shown what determined action on health and safety, as an integral part of the overall
business, can achieve. At the end of 2001, safety performance at Grangemouth fell
short of the BP group’s high expectations. The site's reputation had been affected
following three incidents in 2000. Early in 2002, Grangemouth set three simple
improvement targets, for safety, plant availability and cost, which together represented

a transformation in business performance.

Enormous progress has been made in all three areas, especially safety performance.
There was a three-fold reduction in injuries, a 25% reduction in process leaks and, by
April 2003, over a year had been worked without an incident resulting in a day away

from work case.

This occurred alongside improvements in availability and cost. The site's leadership
team clearly communicated expectations and accountabilities. Fourteen key ‘HSE habits'
were drawn up, a formal process safety management structure was implemented and
more than 1,800 employees and over 500 contractors were taken through a revitalized
safety induction process. Capital spending was raised to twice the industry’s normal
levels to make further improvements to safety and integrity at the site.

Lessons learned have been shared within BP and with our regulators through
a workshop in December 2002 and the publication in 2003 by the UK Health and Safety
Executive of a report which has promoted fundamental change across our industry.

BP — our business 13



Operating responsibly — managing impacts

We are committed to operating our sites in a way that not only protects
our people and contractors but minimizes our impact on the environment.
In this section, we explain how we manage our sites and report on our

performance in 2003.

Environmental management system

By the end of 2003, 85 of our 86 major
operations had been independently
assessed for certification to the ISO 14001
international standard on environmental
management. This drives continuous
performance improvement to reduce
emissions, discharges and accidental
releases, including oil spills to sea or
land. The exception is our complex and
widespread Canadian gas production
operation, which has achieved partial
certification and is working to meet the
standard fully in 2004. The certified
operations include refineries, chemicals
plants, oil and gas production facilities
and solar manufacturing plants.

We are piloting a new reporting tool that
identifies the location of major sites where
particular issues need to be managed —
biodiversity, freshwater access, waste, air
quality and discharges to water — and gives
details of performance. We aim to publish
this tool on our website for the first time
in 2004.

Oil spills
We aim to reduce the frequency and impact
of all oil and chemicals spills, big or small, by
monitoring vessels and pipelines, recording
incidents using the Tr@ction system and
responding effectively when spills occur. All
spills of over 100 barrels are categorized as
major incidents and thoroughly investigated
so that lessons learned can be shared.

Over the past five years, we have cut
the total volumes spilled by 47% and the
volumes released to the environment by
64%. In 2003, performance was mixed. The
number of oil and chemicals spills of more
than one barrel fell from 761 in 2002 to 635,
a reduction of 14%. However, the overall
volume of oil released to the environment,
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1.4 million litres (37% of the total spilled),
was nearly 30% higher than in 2002. Of the
spills that reached the environment, 89%
were to land and 11% to water.

In our refining and marketing operations,
out of 280 reported spills, 64% of the
volume spilled was accounted for by five
major incidents in three downstream
business units —Toledo refinery, Pipelines
North America and Kwinana refinery. The
incident in Toledo refinery in the US, when
almost 800,000 litres of diesel fuel leaked
into a sewer, was the largest. All this
material was recovered. The largest spill on
land happened at Edmond, Oklahoma, US,
when a contractor struck a pipeline with a
bulldozer and almost 500,000 litres of oil
were spilled. The largest spill in exploration
and production operations occurred at Gori,
Georgia, when over 100,000 litres of oil
leaked from the Western Route Export
Pipeline that connects the Caspian Sea oil
fields to the Black Sea. Sabotage is
suspected and the Georgian authorities
continue to investigate the incident.

Shipping

BP’s business strategy has been to renew
and increase the size of the BP-owned fleet,
while decreasing reliance on chartered
vessels. This approach is financially efficient
and mitigates the risks of major spills by
enabling us to operate modern double-hulled
tankers to high safety and environmental
standards. Our aim is that all tankers in

our directly operated fleet should be double-

hulled by the end of 2004 - six years before

the international phase-out period of 2010
to 2015. In meeting this aim, we will
provide leadership and push for early
compliance in our industry. At the end of
2003, our fleet numbered 28 oil tankers,
with an average age of three years (25 are

double-hulled and three double-sided), and
eight gas ships, with an average age of
six years. The programme will continue
and should see 11 modern double-hulled
vessels delivered by the end of 2004, with
a further 14 confirmed for 2005-06. Where
we charter additional vessels, they are
vetted prior to use to ensure they meet
our rigorous standards.

Access to clean water

BP works hard to conserve water by
preventing pollution and conserving
freshwater. BP's largest water users are
refining and chemicals facilities, typically
using between 2 and 150 million cubic
metres of water each in 2003 for cooling,
steam generation and industrial processing.

We assess our use of water and the
impact of discharges at each site and
implement water management plans
wherever there are significant challenges to
address. Over half of our major operational
sites have management plans for fresh
water use and 35 sites are seeking to
improve their performance through
objectives, targets or research.

Over three-quarters of major sites have
management plans for discharges to water
but, in 2003, seven sites did not meet
planned improvement targets. In 2003,
our total discharges to water decreased
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by over 50%, primarily as a result of a
reduction in drilling operations as new
projects were established.

We also monitor waste water closely.
Apart from evaporative losses, which are
significant for cooling water, we aim to
reuse water and return most of it to its
source, having been filtered and cleaned.

Air emissions

Our operations emit various substances

into the air. The largest emission is carbon

dioxide, a GHG. Our record in addressing

GHG emissions, including methane, is

discussed on pages 22-25. Other emissions,

including sulphur oxides, nitrogen oxides,
carbon monoxide and particulates, are
more significant for their impact on local air
quality and their potential impact on human
health. In 2003, our total emissions of

these substances decreased by over 14%

(see page 44).

In 2003, we:

: Reduced emissions of nitrogen oxides
by installing low nitrogen oxide burners
and selective catalytic reduction in our
refineries.

2 Improved energy efficiency, so reducing
emissions and costs.

2t Used vapour recovery systems that
capture and condense volatile organic
compounds (VOCs) and send recovered

fuel back into product storage tanks.

We use vapour recovery systems at our
two largest crude oil tankerloading facilities,
in Alaska and Scotland. We have installed
systems at all major gasoline distribution
terminals in the EU.

Waste management

We aim to maximize efficiency and reduce,
reuse and recycle as much waste as
possible. Waste is identified as a
management issue for 97% of our ISO
14001 sites. In 2003, hazardous waste
volumes decreased by 21% compared
with 2002. General solid waste disposed
increased by 2%.

Decommissioning
Decommissioning, the removal of offshore
production facilities and restoration of
sites, represents a major challenge to the
industry. BP has participated in projects
investigating the technology and
environmental challenges of removing large
platforms such as those in the North Sea
and the deepwater Gulf of Mexico.

A current example of decommissioning
is the North West Hutton platform, 130
kilometres east of the Shetland Islands,
which was shut down in 2002. Topsides
equipment has been cleaned of
hydrocarbons, all wells have been plugged

Our aim is that all tankers
in our directly operated fleet
should be double-hulled by
the end of 2004 - six years

before the international
phase-out period of
2010 to 2015.

and the pipelines have been cleaned and
isolated. We are now preparing for the final
stages of removal of the platform, which is
unlikely to start before 2006. Studies are in
progress to find the best decommissioning
solutions for the jacket footings, pipelines
and drill cuttings pile. A programme of
consultation is ongoing and an independent
review group of six academics from the UK,
Norway and Germany has been established
to review the studies.

Other BP-operated North Sea fields that
may be considered for decommissioning in
the next few years include the Don field —
a subsea development tied back to the
Thistle platform — the Thistle platform itself
and the Miller platform.

In the Gulf of Mexico, we have been
decommissioning the Eugene Island 322
platform, which was severely damaged
by Hurricane Lili. We have now finished
cleaning up the topsides and completed
the well abandonments.

Remediation

Remediation is another key challenge. This

involves protecting the land we use and

restoring it for other uses after the closure
of a production site, plant, refinery or petrol
station. BP has a large number of closed
sites undergoing lengthy remediation
processes. In 2003, we managed sites
with an estimated total liability of $2 billion,
spending over $400 million during the

year on remediation projects. Our biggest

projects in 2003 included:

2 Working with public sector partners
to build a new 175-acre business
development, the Baglan Energy Park,
on the site of former petrochemicals
facilities at Port Talbot, South Wales, and
creating a new urban village nearby on
land previously used by BP Llandarcy.

2 The restoration of a former refinery site
in Casper, Wyoming, US, to provide local
amenity use, including a golf course.

2 The clearance and decontamination of
the site of an oil terminal in Auckland,
New Zealand, which will be converted
into a prime waterfront development.
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Our people

The success of our business strategy and our long-term sustainability as a
company depend on the people who work in BP This section of the report
reviews the main developments in BP's workforce during 2003.

BP has expanded rapidly to become a
global group, competing in a fast-moving
and challenging industry. We seek to attract
the world's most talented people, and give
them the opportunity to fulfil their potential
while helping the group achieve its goals.

We must attract and retain the best
men and women. This means welcoming
diverse people in terms of background, age,
religion, ethnic origin, nationality, disability
and sexual orientation.

Our approach is designed to promote
personal development, maintain high levels
of employee motivation and develop the
competencies needed for the group to
fulfil its strategic objectives.

We state in our policy that every
employee will be treated fairly, is entitled
to feel included as part of an organization
where people are recruited and promoted
on merit, without discrimination, and has
the right to form or join trades unions,
consistent with local legislation.

Following our series of mergers and
acquisitions, the last few years have seen
major changes. New operations have been
launched and others ended. Some have
been brought together and others
reorganized to ensure commercial viability.

In 2003, BP's employee headcount
reduced by over 11,000 employees, owing
to the sale and rationalization of assets.
There was a reduction of approximately
2,300 employees in our retail service
station network in the US and of some
1,400 employees in Germany, following
the acquisition of Veba Oil. A number of
employees transferred their employment.
For example, in Russia, almost 2,000 BP
employees transferred to TNK-BP while in
Asia, following the sale of Fosroc Mining,
over 2,000 employees transferred their
employment. Where transfer was not
available, we offered voluntary redundancy

16  BP Sustainability Report 2003

whenever possible to minimize the impact
on families and the community, and offered
employees who departed support packages,
including help to find new employment.

2003 also saw further progress in our
development programmes. More than
5,500 employees attended the First Level
Leaders events and a new Senior Level
Leaders programme was piloted.

We follow global principles in which we
aim to recognize and reward employees
competitively for their performance. We
offer pay linked to performance, employee
share ownership plans and a range of
benefit plans. HR group vice president,
Chris Moorhouse, explains: ‘People work
for BP for more than pay and benefits
alone. We therefore offer challenging roles,
opportunities for development and a
working environment that supports people’s
personal and professional goals!

During 2003, we continued to focus
on developing local staff and local leaders
worldwide. In China, for example, between
2001 and 2003, the proportion of Chinese
employees at senior leadership levels rose
from 6% to 17%. In Azerbaijan, a special
Organizational Development Capability
team has been created to select, train and
develop 350 employees. In Angola, where
BP’s workforce is due to rise from 300 to
900 by 2007, BP is seeking skilled local
staff, using specialist agencies to overcome
communication problems resulting from
the recent civil war.

People Assurance Survey

We research the effectiveness of our
approach through an annual voluntary
People Assurance Survey (PAS). In 2003,
we saw a strong response to the PAS, with
69% of eligible employees participating.
However, the overall results showed a
reduction in favourable responses. The

overall Employee Satisfaction Index score
for the group was 60%, a drop from 62%
in 2002 and 63% in 2001.

Consistent with other companies, the
results varied across all levels within the
group. Overall, our more senior employees
showed a slight increase in their results,
while among other employees our results
were slightly lower than in previous years.

Comparing BP with 250 major companies,
employees continued to score BP higher
than the external norms on most items, in
particular on questions regarding effective
management of the company, teamwork
and co-operation within teams. However,
while the external trend is for companies’
PAS results to remain largely unchanged
from year to year, ours moved downwards.

Therefore, while scores are still
encouragingly high, the 2003 survey contains
key messages that we are addressing,
including a diminishing perception of BP's
loyalty towards employees (down 6%) and
less willingness to recommend BP as a
place to work (down 4%).

The decision to respond to the rapid
inflation in medical costs in the US by
reducing medical benefits has, as expected,
adversely affected satisfaction with benefits

Employment across business segments
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packages. This year, 48% of employees
returned favourable responses when
questioned about their benefits packages,
compared with 55% in 2002.

The 2003 survey identified some
improvements. There was a rise of 8%
in employees' rating of BP's financial
performance, while the rating for
management listening to employees’
ideas for improvement rose by 3%.

In response to the downward trend of
the results, we know we must work hard
throughout 2004: first, to understand PAS
data better and then to identify any
underlying causes of dissatisfaction and
create action plans to address them in a
thorough and thoughtful way. To ensure this
happens, we have committed to improving
communication throughout the organization
to create clear links between PAS results
and actions taken and to monitor ongoing
progress.

Highlighting concerns

During 2003, we launched OpenTalk, a
group-wide initiative designed to help
anyone in BP raise concerns about possible
breaches of group policy or standards. This
global, multi-lingual programme has replaced
several regional and national services with a
consistent, worldwide system.

Through OpenTalk, employees or
contractors can raise concerns over such
issues as unethical business conduct,
including fraud and conflict of interest;
bribery and facilitation payments;
environmental incidents; risks to health
and safety; or discrimination and
harassment.

Individuals with concerns to raise can
use a confidential 24-hour telephone line
to contact an independently managed call

centre that can handle calls in more than
50 languages. They can also contact
OpenTalk by fax, e-mail or letter and can
choose to remain anonymous. We do not
tolerate retaliation against anyone raising
issues. The concerns are forwarded to one
of nine regional ombudspersons — senior
BP executives located around the world —
who are responsible for ensuring that the
issue is investigated and resolved. OpenTalk
aims to demonstrate that it is acceptable
for employees to raise concerns without
risking retaliation.

By the end of 2003, 258 cases had been
raised, just over half anonymously.

As a result of OpenTalk, a number of
breaches of policy have been identified
and addressed. For example, following
reports of fraud involving theft, credit card
misuse and improper procurement, three
employees and three contractors were
dismissed at a US site, and assets worth
more than $100,000 recovered. In another
case, a contract with a supplier was
terminated after reports were substantiated
of failure to follow the correct procurement
procedures, including those relating to
health and safety.

Employees are still encouraged to raise
their concerns with their line managers or,
if they feel unable to do so, with a manager
in another business unit. However,
OpenTalk provides a means of raising
issues if they feel that neither of these
routes is appropriate.

Recruitment and resourcing

Our success depends on attracting and
developing talented people around the
world with a wide variety of skills and
experience. It also depends on providing
new recruits with the development, training

During our site visits we observed that
OpenTalk had been rolled out at all but
one of the BP-operated sites and to BP
employees at the four joint ventures.

It had not generally been rolled out to
contractors, but consideration was
being given at several joint venture
sites to implement a similar tool for the
whole of the joint venture.

and inclusive environment that enables
them to fulfil their potential in BR

In 2003, we recruited more than 300
recent university graduates and over 1,100
experienced staff. We run internal and
external recruitment campaigns that enable
us to compare talent within BP against
that available in the external market.

Attracting the best people is never
easy. We try to make the BP career offer
attractive and market it in different ways.
For example, in 2003 we continued to
develop the way we use the internet to
attract staff. Our Global Career Centre
portal now enables job seekers to register
their interest in working for BF list their
skills and experience and investigate
specific opportunities. BP's resourcing
team is then able to create talent pools
of potential recruits in different disciplines,
matching them to specific opportunities.
During 2003, over 1.3 million people visited
the site, with more than 76,000 people
registering their interest.

We also aim to be a business whose
workforce reflects the societies in which
it operates. During 2003, several projects

Spotlighting success

Staff from our Korean contractor, Daewoo Shipbuilding and Marine Engineering, and their
BP colleagues won a newly created award for ‘partnership’ at BP's 2003 Helios Awards.
The team worked three million man hours with no recordable incidents as they built the
semi-submersible hull for the Thunder Horse project in the deepwater Gulf of Mexico.
The awards recognize outstanding achievements in demonstrating BP’s brand values:
performance-driven, innovative, progressive and green. In 2003, they attracted 1,778
team entries, representing more than 13,000 people — over 10% of BP’'s workforce.

The ‘green’ award went to a team at BP’s Wilmington Calciner in California who
pioneered the use of waste water in the plant’s cooling tower. The ‘progressive’ award
was won by a team who recruited local residents, including refugees, for work at the
Sangachal terminal in Azerbaijan. The ‘innovation’ award went to a team who created a
new method of removing sulphur from gasoline. The BP Thunder Horse team took the
‘performance-driven’ award. The overall ‘human energy’ award, for a project representing
all four brand values, was given to the Prodeem project, which brought solar power to
more than 1,800 schools in rural Brazil.
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have focused on achieving this. An initiative
in Azerbaijan that provided employment for
local people, including from the UMID
refugee camp, has been recognized as an
outstanding example of progressive action,
winning a BP Helios Award. Another
example is China’s largest offshore gas
field, Yacheng 13.

For our group leadership, we try to fill
vacancies from within BP. During 2003,
we appointed 61 people into senior
executive positions, of which 56 were
internal candidates.

Development

Opportunities for learning and development
are provided throughout the group and
employees are encouraged to take an
average of five training days a year.

In terms of specific initiatives, 2003
was the second year of the First Level
Leaders’ programme, an all-inclusive global
development programme for the first
level of management. These employees
provide leadership to the majority of the
organization. The programme enables
them to develop their leadership skills
and deepen their understanding of the
business. The programme includes face-to-
face events hosted by our senior leaders,
online learning opportunities and a coaching
scheme. During 2003, more than 5,500
people attended the 148 face-to-face
events, following the 4,800 who attended
during 2002.

Also in 2003, we piloted a Senior Level
Leaders (SLL) programme for the 6,000
people in key managerial positions across
the group. The programme provides a
simple framework for people to plan their
development, inspiring them to the best
possible performance and creating a global
community of leaders who can contact
and learn from each other. Fifty people
went through the pilot programme in 2003
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and 1,500 senior managers are expected
to participate in 2004.

In 2003, we set up specialist academies
to enable BP people to develop world-
class skills in two disciplines critical to our
strategy — project management and sales
and marketing.

The Projects Academy
‘When you have come this far, where
do you go? Further’ — BP Projects Academy
website 2003.
Managing projects lies at the heart
of BP's business. Every day in 2003 we
invested around $20 million on capital
projects. We expect to spend $100 billion
on 70 major projects by the end of this
decade in some 20 countries worldwide.
Our projects include developing large
oil and gas fields, often in deep waters or
remote areas, and building export pipelines,
refineries and chemicals plants. We also
have huge logistical projects to undertake,
such as establishing networks of fuel retail
stations. Budgets run into billions of dollars,
schedules stretch over several years and
thousands of people are involved, both
from within the group and from our
partners, contractors and suppliers.
Top-flight project leadership is therefore
vital for BR A review carried out in 2002
showed it to be one of the biggest levers
in delivering best-in-class performance,
while the lack of such leadership was
the main cause of projects failing.
In May 2003, building on this review,
we set up BP's Projects Academy, in
partnership with the Massachusetts Institute
of Technology (MIT), one of the world’s
leading academic and research institutions
and a centre of expertise in leadership,
as well as in technology and project
management. It is the largest industry
collaboration in the 73-year history of the
MIT Sloan Management School.

Under the programme, teams of 25 BP
project managers spend three two-week
periods working with MIT's experts. They
focus on three broad themes — leadership,
business acumen and technical excellence.
The academy encourages interaction and
discussion. It encourages project managers
to think beyond current practices and
examine ideas from outside the group.

The terms are orientated around the
life cycle of a typical project: strategy
development, pre-sanction planning and
post-sanction execution. There are also
‘deep-dive’ action-learning sessions where
managers work on live cases taken from
ongoing BP projects.

The Sales and Marketing Academy
Sales and marketing are becoming vital
for BP as we build our customer-facing
businesses into important sources of future
growth. Traditionally, marketing and sales
tended to be secondary considerations
among energy companies, with the main
focus being on exploration and production.
However, recognition has been growing
of the potential of customerfacing
businesses, such as retail outlets, and
sales of products such as lubricants, air
and marine fuels, to create competitive
advantage and a powerful second leg for BR
BP is therefore developing world-class
sales and marketing capabilities and
competencies and aiming to make these
a key source of future growth. In October
2003, we took a major step in this area
with the launch of a Sales and Marketing
Academy, which provides training for
employees from BP's sales and marketing
community. The academy will run
programmes for 1,000 people each year.
The academy has partnered with leading
marketing institutions and individuals to
create a series of learning programmes,
relevant to practical business issues, that
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First Level Leaders, who
provide leadership to the
majority of the organization,
have attended an
all-inclusive, global
development programme.

are recognized externally as well as being

tailored to BP's specific needs:

2 Marketing professionals can follow the
two-week BP Marketing Excellence
programme, which is delivered by a
dedicated BP faculty with 16 students
on each course. In 2004, the programme
will be run in a number of BP locations,
including Australia, Russia, Singapore,
South Africa, the UK and the US.

* We have custom-designed a Sales and
Marketing Leadership Programme with
the Kellogg School of Management for
business and functional leaders and their
management teams.

2t BP Sales and Marketing Electives on
particular subjects — such as account
management, brand management and
pricing — are being developed.

2 A BP Sales and Marketing Gateway,
introducing BP's approach to marketing,
is being developed as an online learning
experience for all.

Diversity and inclusion

BP's workforce has changed dramatically
over the past decade. Ten years ago, most
of our operations were in the UK or US.
Our people were overwhelmingly white,
male and from a traditional oil industry
background. Today, the profile is very
different. Our people come from a widening
range of nationalities, cultures, races and
religions. More and more women are
seeking to work and advance in BP The
companies which have become part of BP.
such as Amoco, ARCO, Castrol and Veba,
have brought with them distinctive areas
of expertise and knowledge.

We recognize that talent takes many
forms. We benefit as a business by
valuing and using many types of skills
and approaches.

Therefore, we actively seek out people
with new ideas, distinctive skills, enthusiasm

and the ability to put these into practice

in many different geographical and cultural

contexts. To achieve this we need to attract

and retain the best men and women,

which means welcoming diverse people

in terms of background, age, religion,

ethnic origin, nationality, disability and

sexual orientation.

We distinguish between ‘diversity’ and

‘inclusion’. BP has become diverse by

its very nature, with operations in six

continents and over 100 countries. Today

‘inclusion’ is the greater challenge: making

people feel valued and encouraging

employees to behave in a way that
enables everyone to fulfil their potential

as individuals and employees. This means

broadening people’s perspectives to accept

and appreciate the different contributions
that people from different backgrounds

can make.

This is not only an aspiration but also

a business objective, pursued through a

programme of specific activities. Through

this programme:

2 Recruitment and promotion processes are
reviewed and, where necessary, modified
to ensure they are inclusive and free from
bias.

:: Research has been carried out to
understand and help us to overcome
barriers to greater inclusion.

2 Innovative mentoring programmes
have brought together junior employees
as mentors to senior employees, to
exchange experiences and new ideas,
in the ‘'mutual mentoring’ programme.

:t ‘Genderspeak’ workshops have explored
the differing communication styles used
by men and women in the workplace.

:: Sessions on cross-cultural interaction are
offered to build awareness and improve
understanding in many regions to
enhance our employees’ ability to be
effective in multiple cultures.

2 In 2003, major conferences were held in
the US, engaging business leaders and a
cross-section of employees on issues of
race. Since these events were held,
an estimated 10,000 employees have
already engaged in a structured
discussion on the topic. A toolkit of 30
different activities, video and discussion
guide have been created to assist
team leaders further as they manage
and incorporate diversity throughout
the country.

In 2003, 49% of the people appointed to
positions in the group leadership (the top
609 positions in BP) were either women,
or from beyond the UK and US or from a
UK or US racial minority. This exceeded our
goal of 40%.

Although recent performance has been
encouraging, the overall representation of
women and people from beyond the US
and UK in the group leadership remains
relatively low, reflecting gradual but
continuing change from the traditional
oil industry profile.

The number of women in our group
leadership has risen from 9% in 2000
t0 13% in 2002 and to 15% in 2003,
exceeding the objective of 14%.

Numbers of people from beyond the UK
and US in the group leadership have risen
from 14% in 2000 to 16% in 2002, and
18% in 2003, exceeding a 17% objective.

The number of people from UK and US
racial minorities in the group leadership has
risen from 3% in 2002 to 4% in 2003,
achieving our objective.

Over time, the composition of the
leadership should reflect the potential
represented by the proportions of our
graduate intake.

In 2003, women accounted for 41% of
graduate entrants and people from beyond
the UK and US accounted for 40%.
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BP worldwide
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2.BP and the environment
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Where greenhouse gas emissions come from (million tonnes)

22 World fossil fuel consumption* In 50 years these emissions could double.
Our view is that actions can be taken to reduce these emissions to today’s level
by 2050 to prevent serious damage.

BP’s products' The fuels and other products we sell each year account for 5%
of total world emissions. We continuously aim to make these products more
environment-friendly.

22 BP’s own operations' Our aim is to minimize emissions through efficiency,

innovation and energy management.

* International Energy Annual 2001, US Energy Information Administration.
T BP data 2003.



Climate change — our approach, our record

The prospect of climate change is a challenge we have to address if we
are to fulfil our aspiration to be a sustainable company in a sustainable
world. This section of the report examines BP’s thinking and performance

on this issue.

Greenhouse gases (GHGs) act as the
world's insulation, without which it would
be 33°C colder. GHG concentrations have
risen from an estimated 280 parts per
million (ppm) before the industrial revolution
to 370 ppm today. Meanwhile the earth’s
surface has warmed — by about 0.6°C in the
20th century — and the Intergovernmental
Panel on Climate Change (IPCC) forecasts
that temperatures could rise between 1.4°C
and 5.8°C in the century ahead.

The world is now recognizing the risk that
climate change is linked to human activities
— the effects of changing land use, including
deforestation, and new forms of agriculture,
as well as the use of hydrocarbons — coal,
oil and gas — to provide energy for power
generation, industrial processes, transport
and domestic use.

In 1997, in a speech at Stanford
University, California, group chief executive
Lord Browne stated that BP accepted that
the problem was potentially very serious
and that precautionary action was justified.
BP then announced a target for 2010: that
greenhouse gas emissions from its own
operations would be 10% lower than
emissions in 1990.

BP achieved that target at the end of
2001, nine years ahead of schedule, and
gained around $650 million in net present
value through increased operational
efficiency, the application of technological
innovation and improved energy
management. For example, BP has
achieved one of the oil industry’s lowest
rates of gas flaring — the burning of surplus
gas produced at the same time as oil, but
with no apparent market.

BP then set a new target for the year 2012.
While in some years our GHG emissions
may increase, our objective is that our net
emissions will show no increase from 2001
levels by 2012. We expect our continued

work on energy efficiency and flaring
reductions to eliminate around half of any
emissions growth we would otherwise
create; and we intend to account for the
other half by demonstrating how our
actions are reducing emissions through
the products we sell.

Emissions from the products we sell
are currently about 15 times higher than
emissions from our operations. BP is
producing cleaner products that can be
used more efficiently, such as lower sulphur
diesel and liquefied natural gas, even
though these often require more energy-
intensive production processes.

During 2003, we continued to analyse
these issues. In November, Lord Browne
set out the results of our latest thinking
and research on the issue of climate change.
While many uncertainties remain, we
believe that business planning and long-term
strategy should be based on stabilizing
atmospheric concentrations of greenhouse
gases in the range of 500 to 550 ppm.

This would provide a focus for action to
bring emissions to a level at which scientists
believe serious damage to the environment
could be avoided while society would be
provided with the energy it needs. This
position may change as scientific
understanding evolves.

This requires the world to address the
potential trade-off between growth in
energy demand and the substantial
environmental impact this could cause.

It is estimated that the world’s annual
emissions from hydrocarbon consumption,
currently equivalent to 24 billion tonnes (or
gigatonnes) of carbon dioxide, could double
over the next 50 years. An important step
to achieve atmospheric stabilization at 500-
550 ppm would be to counter this trend
and restore emissions to today's levels

by 2050.

How could this be achieved? Experts
from Princeton University have described
a series of options, each of which has the
potential to lower emissions by around
one billion tonnes of carbon (equivalent to
approximately 3.5 billion tonnes of carbon
dioxide) per year. These actions could be
started now and could combine to counter
this emissions growth by 2050 (see
diagram on page 24).

Several of these growth options are
clearly aligned with BP’s business strategy.
For example, bringing more natural gas to
China from the Kovytka field in East Siberia
could reduce growth in carbon dioxide
emissions by 120 million tonnes if coal-fired
power stations were taken out of service.

Of course, all the options proposed by
Princeton would require concerted effort
by governments and other industries if they
were to be realized on a sufficient scale to
counter the emissions growth. In addition,
different industry sectors can work in
partnership to bring new lowercarbon
solutions to the market.

BP can contribute because we are
already actively working in many of the
areas Princeton has described — producing
and marketing increasing volumes of gas,
researching into carbon capture, working to
create cleaner and more economic fuels,
and marketing solar energy.

We believe governments and
international bodies can also contribute,
through devising mechanisms that promote
access to increasing clean energy in
developing countries and achieve cost-
effective emission reductions within
developed economies. For example,
emissions of greenhouse gases are
particularly suitable for national or
international trading because the goal is
to reduce global emissions. If a ‘common
currency’ in emissions can be developed,
this will enable different efforts to reduce
emissions around the globe to be valued on
a common basis. BP has actively promoted
the use of market mechanisms, including
Emissions Trading and the Clean
Development Mechanism. BP helped to
develop the existing UK emissions trading
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Stabilizing global emissions

stations.

Carbon emitted (gigatonnes per year — gte p.a.)
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According to experts, global annual emissions of greenhouse gases
could double in 50 years if no action is taken (‘emission growth
trajectory’ in diagram). However, researchers at Princeton University, US,
have described a series of actions (‘wedges’ in the diagram) that could
each reduce annual emissions by one billion tonnes of carbon (equivalent
to approximately 3.5 billion tonnes of CO,). Together, the wedges could
reduce emissions to today's level by 2050 and enable stabilization of
GHGs in the atmosphere. Practical examples of these wedges are:

:t Gas replacing coal in around 1,400 new large-scale gas-fired power

:t Doubling the fuel economy of potentially two billion cars in the world
by 2050 from 30 mpg to 60 mpg.

: Major increases in renewable energy, with solar capacity growing
1,000-fold or wind energy capacity growing 70-fold.

scheme, in which it is now a participant,
and is following the same course of
involvement within the European Union
trading scheme, due to start in 2005,
as well as voluntary schemes in the US.

Emissions from operations

Direct emissions of GHGs from BP's
operations for 2003 were 83.4 million
tonnes (Mte) — an overall increase of about
1Mte on our 2002 figure of 82.4Mte. If we
include emissions that would have come
from operations sold in 2003, the like-forlike
increase would have been 1.4Mte.

In 2003, we continued to invest in energy
efficiency activities that removed 1.4Mte
of direct emissions from our operations.
Without such actions, the underlying
emissions growth from our expanding
businesses would have been 2.8Mte.

Our target envisages that around 50% of
our underlying operational emissions growth
could be eliminated by keeping up the focus
on energy efficiency and conservation
within BR Two years into the programme
we can report that we are on track. Since
2001, around three-quarters of our
underlying emissions growth of 4.4Mte has
been offset by 3.3Mte of real sustainable
reductions delivered by our businesses.

Since 2001, we have steadily increased
oil and gas production, as well as raising
volumes of fuel processed in our refineries
and volumes of manufacturing in our
chemicals business. We can compare this
business growth with our emissions growth
to calculate our direct GHG emissions per
unit of production, measured in tonnes
of CO, equivalent (CO,e) per barrel of
production, refinery throughputs or
manufactured volumes, as appropriate
(te/kte). In 2003, compared with 2001,
our operations showed:

22 An 11% reduction from 24.9 to 22.2
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teCO,e/mboe* in exploration and

production.

2 A 4.6% reduction from 1,064 to 1,015
teCO,e/uEDCT in refining.

22 A 2.4% increase from 528 to 540
teCO,e/kte in petrochemicals.

The significant improvement in the
exploration and production segment
reflects the continued delivery of
reductions in flaring and venting from our
operations. The change in refining reflects
improved energy performance, despite
upgrading our facilities to produce cleaner
fuels using more energy-intensive
technologies. The petrochemicals increase
is due to portfolio changes with the
addition of two energy-intensive ethylene
crackers in Europe.

We have earmarked an additional
$350 million over the next five years for
energy efficiency investment so our
businesses can access the best
technologies available. During this time,
we expect to carry out large numbers of
small projects across our segments rather
than a small number of large ones. We are
focusing on two areas: first, to benchmark
and improve the performance of the
operational assets we already have; and
secondly, then to make targeted capital
investment where a technology change
is good for business and can improve
efficiency further.

Emissions from end-use of BP products

million tonnes CO,

Coal (divested during 2003) 15
Fuels and lubricants 590
Gas 610
Chemicals (assumes combustion) 83
Total 1,298

Emissions from products

During 2003, we have been working to
quantify the GHG emissions created by
the use of our products and to test a new
process for measuring the contribution of
cleaner products to lowering emissions.

Assuming that all our products were
consumed and therefore converted to
CO,, emissions in 2003 were 1,298 million
tonnes from the end use of the products
we sell. This figure is about 15 times the
total of emissions from our operations. The
emissions from products sold are greater
than the emissions from the oil and gas
that BP extracts from the earth because
BP purchases substantial quantities of oil
and gas to refine, process and sell.

Our challenge is to meet the increasing
demand for energy by providing products
with fewer impacts on the earth's climate.
We have made a good start. For example,
we have more than doubled our gas sales
since 1998. Our capacity to produce clean
fuels exceeds legislative requirements in all
markets where BP has a refinery. Also, we
have been growing our solar business, with
sales increasing from 32 megawatts (Mw)
of generated capacity to 71Mw over the
past four years (see page 28). We believe
that products such as these are already
making a positive contribution to addressing
the challenge of stabilization. We now aim
to quantify this contribution.

In 2003, we tested a prototype
methodology for quantifying emission
reductions enabled by some of our products.
We have taken this route rather than setting
a target to reduce the total of product
emissions, which would mean cutting back

* mboe - thousands of barrels of oil equivalent.

 The utilized Equivalent Distillation Capacity (UEDC) is
used globally in the refining industry as a normalized
measure of production.



on products that are delivering environmental
benefits. This ‘learning by doing’ approach is
intended to demonstrate that BP’s actions
provide a clear contribution to reducing
global emissions and that these actions can
be the starting point on the journey towards
stabilization. The process is still at the pilot
stage, because it has proved extremely
challenging to deal with many of the issues
that need to be addressed, such as agreeing
what would have been the alternatives in
the absence of BP's products. We are
discussing the programme with a range of
stakeholders and experts to explore how
the principles can be applied widely.
However, we believe that we are now
close to a workable system. The process
has so far been tested on a range of BP
products, including solar panels and
lubricants. Preliminary outcomes indicate
that 2003 sales of BP panels would act to
reduce CO, emissions by around 0.5 million
tonnes over their lifetime, while fuel-saving
lubricants have reduced emissions by
around 0.8 million tonnes in 2003 alone.
Our aim is to test the new system with
a wider range of products through 2004
and to report results early in 2005. Over
the next two years we will establish a
database of such emission reductions.
We believe this will be widely applicable,
initially by quantifying reductions that will
contribute around 50% towards our objective
that our net emissions should show no
increase from 2001 levels by 2012. For more
information see www.bp.com/environment.

Research

Top-quality science is essential for tackling
climate change. We therefore support
research that can help us set the future
direction for our business as well as
informing understanding of climate change
worldwide. Just as our thinking on the
route towards stabilization of GHGs was
informed by our work with Princeton
University, we expect that other leading
research partnerships will help guide our
future plans. For example, at Stanford
University, US, we have signed a three-year,
$2-million agreement for a broad research
programme on public policy aspects of
modern energy markets.

At a fundamental level, our plans must be
based not only on factors such as oil and
gas price forecasts but on the potential
impacts of climate change. Our partnership
with Princeton University, known as the
Carbon Mitigation Initiative (CMI), which we
jointly support with Ford, aims to provide
such assumptions through advanced
modelling techniques. Since its inception
three years ago, the CMI has built a strong
reputation in the science community,
academia, industry and government as a
leader in identifying technology applications
to address climate change.

One important option for reducing
emissions — alongside many others —is
capture and storage of CO,. In particular,
safe disposal of CO, will be critical if fuel cell
technology based on hydrogen from natural
gas is to realize its potential as a way of

reducing GHG emissions on a large scale.
BP has been at the forefront of supporting
research in this area. In 1999, we initiated
the Carbon Capture Project (CCP), the
industry’s first large-scale project to develop
technology for capturing and storing carbon
dioxide. In 2004, we will pilot the technology
at our In Salah gas plant in Algeria — the
world’s first project of this scale in a
producing gas field.

We are also supporting a five-year
programme at Imperial College London
that is investigating the use and storage
of energy by buildings and how energy
may be supplied to buildings in the future.

GHG emissions are forecast to grow
strongly in countries that are experiencing
rapid economic growth. We therefore
believe it is critical to understand how low-
carbon technologies can be transferred into
such economies. Our pioneering research
project at Chinese Academy of Sciences
and Tsinghua University, ‘Clean Energy:
Facing the Future’ is a $10-million, 10-year
programme, now entering its third year,
to understand the implications of clean
energy technologies for China and the
rest of the world. In July, we officially
opened the Tsinghua BP Clean Energy
Research and Education Centre, providing
$500,000 of start-up funding. Tsinghua's
work has already included hosting a
multinational conference on China’s options
for utilizing coal gasification with carbon
sequestration to produce hydrogen and
clean fuels.

Direct greenhouse gas emissions (million tonnes CO, equivalent)

of our business:
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Our largest emissions increases during 2003 resulted from growth

: InTrinidad, a new liquefied natural gas (LNG) plant came on stream,
resulting in increased emissions there of over 650,000 tonnes.

# Two new gas-fired power stations — in Bilbao, Spain, and Great
Yarmouth, UK — produced an increase of over 800,000 tonnes.

it There were 450,000 tonnes of new emissions in our petrochemicals
operations, owing to development of new facilities in the Far East
and expansion of activities in Germany.

Our biggest reductions in emissions during 2003 included these projects:

Our 2002 and 2003 direct emissions data now includes the Veba Oil operations in
Germany, acquired during 2002 (adding 4.1Mte to 2002 emissions and a further
1.5Mte to 2003). The total impact of all acquisitions and divestments increased
emissions by 2.2Mte in 2002 and decreased emissions less than 0.4Mte in 2003.
TNK-BP emissions are not yet available as systems for collecting greenhouse gas
data have yet to be established. Direct emissions result from generation of heat
and power on BP sites.

2 Our Trinidad operations reduced emissions by over 460,000 tonnes

by upgrading compressors to decrease their flaring and venting.

22 The Coryton refinery in the UK, the pilot for BP’s energy management

initiative EnManage’, lowered emissions by 40,000 tonnes at no cost
through increased monitoring and operational focus.

2 Our onshore US exploration and production operations reduced

emissions by 144,000 tonnes by enhancing well automation to reduce
venting.

it At Lavéra, France, 16,000 tonnes of carbon dioxide from a hydrogen

manufacturing plant were compressed, chilled and sold through a
partnership with gas products company Messer.

i At Whiting refinery, US, high-carbon decanted oil was replaced as

a fuel by natural gas, lowering emissions by 62,000 tonnes a year.

1 EnManage is a registered trademark of Enviros Consulting Limited.
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Sustainable transport

Transport presents a particular challenge to society. People want the mobility
provided by cars, planes and trains. They want the products delivered by
trucks, vans and motorcycles. But increasingly society is also looking for
ways to reduce or eliminate the environmental cost of transport.

The continuing rise in demand for transport
is illustrated by the growth in car use. In
1920, there were around seven million cars
in the world. In 1960, there were some

60 million and in 2000, around 675 million.
Forecasts suggest the total will be
approaching one billion by 2020".

While the design and cost of cars and
other motor vehicles have changed radically
over the past century, one common factor
remains — the vast majority still use an
internal combustion engine, fuelled by
petrol or diesel. Some emissions from
these engines are GHGs, while others,
such as carbon monoxide and particulates,
have an impact on local air quality. Some,
such as nitrogen oxides, have impacts at
global and local levels.

Although the transport sector accounts
for around 25% of the global total of GHG
emissions, road transport is where they
are growing most rapidly. Air quality,
particularly in the developing world, is
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likely to remain a pressing concern for

the foreseeable future.

A key mobility challenge in the early years
of the 271st century is therefore to develop
and deliver more sustainable solutions.

For BP this has a particular relevance in

our efforts to address climate change, as

emissions from the products we sell are

15 times higher than emissions from

our operations. In searching for ways

to reconcile transport demand with

environmental concerns, there are four

approaches to the issue:

:* Improving vehicle and fuel efficiency —
the distance travelled per unit of fuel
consumed.

2 Developing fuels that produce lower
levels of emissions.

2 Reducing overall demand for transport.

2 Improving the efficiency of transport,
for example, by encouraging a shift
from private to public transport.

When attempting all these solutions,
suppliers, researchers and policy makers
must bear in mind the total life-cycle impact
of fuels. For example, a cut in emissions
at the tailpipe has to be set against any
increased emissions at the refinery where
the fuel is processed. This is called a ‘well
to wheels’ approach.

The most sustainable mobility solution
that we know to be technically feasible
is that of carbon-free or neutral hydrogen
used to power a fuel cell propulsion
system. However, there are many obstacles
to overcome before this becomes a mass
market commercial customer proposition.
While BP continues to take a lead in testing
and trialling hydrogen solutions, we are also
working on a range of shorterterm actions
that will mitigate the environmental impact
of current transportation systems.
2t The BP Cleaner Fuels Strategy — targeted

on improving local air quality — has led

to the launch of cleaner alternatives to

existing fuels in 119 cities worldwide,

from Atlanta to Zurich and Perth to

Paris. We are at the forefront of the

development of ultra-low sulphur and

sulphurfree fuels in Europe and the US.

This drive towards low-sulphur gasoline

and diesel facilitates the development

of advanced vehicle technologies that will

further help to control emissions such as

nitrogen oxides and particulates.

22 BP Ultimate, launched in many countries
in 2003, represents a major step forward
for BP as the start of a new generation
of advanced fuels.

2 We are working with a number of
partners to develop the next generation
of biofuels. These fuels can deliver
emissions reductions on a ‘well to
wheels’ basis, being produced from
crops, wood, waste and other agricultural
and biomass materials that are not farmed
intensively and can be converted to fuel
using energy-efficient processes.

t In our lubricants business, Castrol has
developed fuel-efficient lubricants for
passenger cars and heavy-duty vehicles.
Our Castrol Elixion lubricant for heavy-duty
diesel engines offers a guaranteed fuel
efficiency improvement of 4%.

We have also been collaborating with
our customers on a number of initiatives
to help reduce GHG emissions:

2 Our Fleet Performance Management
consultancy service helps reduce fuel
consumption and maximize operational
efficiency among medium to large
commercial fleets. By the end of 2003,
truck fleet operators in the UK, France,
Benelux and Germany were taking part
in the programme. We intend to extend
it to the US during 2004.

2 Our Global Choice programme in Australia
enables companies to offset their
vehicles' GHG emissions by funding
carbon abatement projects. All such
projects, which include the treatment
of landfill gas and the commissioning
of a state-of-the-art waste processing

1 Global Truck and Car Forecast, J D PowerLMC, 2003 Q4.



and recycling facility, are subject to

independent certification and verification.

BP Ultimate

In 2003, a new generation of fuels, BP
Ultimate, that delivers ‘'more performance,
less pollution’, was launched.

Currently available in the UK, Greece,
Spain, Australia and, as Amoco Ultimate,
in the US, BP Ultimate fuels deliver
more performance at the same time as
improving the cleaning of engine valves
and fuel injector sprays, so reducing
emissions.

If every driver in the UK switched to
BP Ultimate, the improvement in air quality
through reduced emissions of nitrogen
oxides would be the equivalent of taking
one million cars off the road.

We put BP Ultimate through its technical
paces in a rigorous 18-month testing
programme involving more than 60 types
and sizes of engines.

Tests showed that BP Ultimate unleaded
gasoline has twice the cleaning power
of normal fuels and delivers significant
emissions reductions. The UK test
programme demonstrated reductions
of 14.5% in carbon monoxide, 5.3% in
nitrogen oxides, 2.2% in carbon dioxide
and 5.6% in unburned hydrocarbons,
compared with standard fuels.

A further environmental benefit is that
Ultimate diesel reduces engine noise by

an average of 15% and by as much as 58%,

or 4dB, in some models, comparable with
the difference in noise levels created by
a delivery van and a luxury saloon car.

Hydrogen

Hydrogen offers great potential as a
sustainable, cleaner fuel. It is abundant
and, when used in a fuel cell engine, the
only emission from the engine is water.
But there are many practical and economic
obstacles to its use. Hydrogen is found all
over the world — it is the H in H,0 (water)
and in CH, (natural gas) — but it is always
bound to other substances. To use it as a
fuel, the hydrogen must be separated.
While economically viable production
methods exist, hydrogen storage and
distribution are still expensive.

There are many technical and economic
challenges facing the developers of fuel cell
technology. At BP we are focused on the
production, distribution and retailing of
hydrogen, which fits with our core
experience in other fuels. We have identified
over 20 potential pathways by which
hydrogen can be produced, using different
sources and processes. Some, such as
generation of hydrogen from coal or gas,

are already established. Others, such as

using biotechnology to process waste

biomass, are more speculative.
At BR we are focusing on city-based
demonstration projects to evaluate

the technical and economic challenges

of different pathways for producing,

distributing and retailing hydrogen.

2 The Clean Urban Transport for Europe
(CUTE) hydrogen bus project, part-
funded by the European Commission,
is supplying hydrogen-powered public
transport buses to European cities
in 2004. BP is providing refuelling
infrastructure in London, Barcelona and
Porto and technical expertise to support
partners in Stuttgart and Hamburg.

We are also providing hydrogen and
hydrogen refuelling infrastructure to a
companion project in Perth, Australia.

2t In Singapore, we are building two
hydrogen refuelling sites to support a
fleet of Daimler Chrysler fuel cell
passenger cars.

2t In California, in partnership with Praxair,
we are providing a BP-branded hydrogen
refuelling site at Los Angeles airport. We
are also a member of the California Fuel
Cell Partnership, which opened its first
hydrogen refuelling station in Sacramento
in 2000.

2t In Germany, through our subsidiary
Veba (Aral), we have built the first
public hydrogen refuelling station at
Munich airport.
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Renewable energy

Over the past decade, global electricity production from renewable
sources has been growing much faster than conventional power, but it is
projected to meet only a very small proportion of the world's energy needs
over the next two decades. Most of the world's energy supplies during
this period will continue to be met by fossil fuels.

Currently, most forms of renewable

energy are commercially or technically
uncompetitive with traditional fuels, such

as oil and gas, and need government
support to reach their market. The challenge
for companies involved in renewable energy
is to build sustainable and profitable
businesses that support continued
development of new technologies today
while creating opportunities for the future.

Solar
BP's renewable energy business is just one
element in our contribution towards cleaner,
lowercarbon energy. Our primary aim in
solar, our main renewables technology, is
to build a material and profitable business
through the manufacture and marketing of
photovoltaic cells. We participate in markets
where government support is available —
such as Germany, the UK and California — or
where the absence of electricity grid supply
makes solar power the energy of choice.
2003 saw some price and margin
pressure created by production over-capacity
in the industry. We took steps to establish
a sustainable business model for our
solar activities. By simplifying business
organization and processes, and by creating
greater flexibility and responsiveness in our
manufacturing capacity and product slate,
we focused the business on markets and
delivering solutions our customers want.
These included:
it Closure at the end of 2002 of two US
facilities dedicated to thin film production
whose costs could not be reduced to
match their technical performance.
:: Consolidation of our Spanish
manufacturing on to a single site.
22 A 20% reduction in staffing across the
global business.
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2 A restructuring charge of $45 million in
the third quarter.

it Increasing the flexibility of our integrated
plant at Frederick, US.

2 Launching new technology production
lines in India, the US and Australia.

: Refocusing our activities on delivering
solutions and attracting customers in the
major growth markets of the developed
world where solar applications support
electricity grids.

These changes focused our product

portfolio in support of our marketing efforts.

This helps us provide the balance of price
and performance that customers demand.
One example of this was in California,
where we launched a new and distinctive
branded offer, BP Solar Home Solutions.
This simplifies the purchase of solar
systems for residential customers
with the added assurance that a major
international energy company can bring
to a fragmented market. Initial responses
exceeded expectations, enabling us to
capture more than 25% of the local market.
During the year, we continued to develop
a number of off-grid solar projects in
Asia, Africa and South America, bringing

electricity to isolated and rural communities.

While these projects are often complicated
and difficult to execute, they offer progress
to people who cannot otherwise afford it
and for whom there are no alternative
technology solutions. In the Philippines,
we initiated the first phase of the world's
largest solar community initiative — the

$48 million Solar Power Technology Support
(SPQOTS) project, funded by the Spanish
government. This provides an integrated
solarpowered package to more than
400,000 people in the isolated regions of
Mindanao. The electricity will be used for

health, educational and social projects
such as water systems, vaccine
refrigeration, telecommunications,
and street and residential lighting.

In Brazil, our work on the government-
sponsored Programme for the
Development of States and Municipalities
(Prodeem) brought power and modern
education to more than 60,000 children
in 1,852 rural schools, while in Morocco
we are installing solar home systems
that will benefit 20,000 people. In India,

a joint venture with local partner Tata
brought 8,700 solar home systems and
6,000 solar lanterns to 14,700 families in
Ladhaki, as well as 630 solar waterpumping
systems to Punjab to help farmers irrigate
their fields.

These projects, and hundreds of other
partnerships such as those in Angola, the
Galapagos National Park, India, Mauritania,
Madagascar and Mali, demonstrate the
benefits that solar power, with funding
support, can bring to impoverished
communities. BP has entered two new
partnerships, the Global Village Energy
Partnership and the Renewable Energy
and Energy Efficiency Partnership (REEEP),
to help create sustainable processes to
facilitate such projects.

Wind

While solar remains our core renewable
activity, we are also generating clean
energy through harnessing wind
technology. At present we are focusing on
identifying further opportunities that can be
co-located with our existing operations in
countries that encourage the development
of renewable energy.

In the Netherlands, our 22.5 megawatt
wind farm at the jointly owned Nerefco oil
refinery near Rotterdam completed its first
full year of operation. In support of Dutch
government policies, the project — the
first significant wind development within
BP — displaces some 20,000 tonnes of
carbon dioxide emissions each year and
provides electricity to around 20,000
Dutch homes.



Protecting biodiversity

As a group that operates in a wide range of environments worldwide,

we are very conscious of the richness and variety of natural life on this
planet and our obligation to respect, preserve and promote biodiversity.

It is not simply a case of protecting endangered species of fauna and flora,
but also of understanding the relationship between natural habitats and
human communities and how protecting natural environments can also

help protect people’s ways of life.

During 2003, 28 of our major sites
addressed biodiversity considerations

as part of their ISO 14001 environmental
management systems. Units that have
operations in areas considered important
for biodiversity draw up Biodiversity Action
Plans. More than 20 of these have now
been prepared. These plans aim to ensure
that our activities will not damage or
compromise biodiversity at those sites and
identify research and conservation actions
that will make a positive contribution to
local biodiversity. We report the details of
our group-wide progress on biodiversity
management on our website.

Working together for biodiversity

We form partnerships with conservation
organizations to train conservationists,
develop new ways of managing biodiversity
and fund conservation projects around the

world. For example, BP is a member of the
Energy and Biodiversity Initiative!, formed
by four oil and gas companies and five
international conservation organizations to
develop practical tools for site selection and
operations in sensitive environments. Now
publicly available, these tools are being
introduced to the oil and gas sector through
IPIECA (International Petroleum Industry
Environmental Conservation Association).

BP supports many specific projects to
protect and promote biodiversity, including
a National Marine Environment Centre at Cat
Ba Island in Vietnam, conservation training
at a regional centre in South East Asia and
forest rehabilitation in Azerbaijan.

BP also funds the Conservation Awards
Programme, involving Birdlife International,
Conservation International, Fauna & Flora
International and the Wildlife Conservation
Society. In the last 18 years, these awards
have supported more than 200 projects
and trained over 2,000 people in the field
of conservation in 64 countries.

Protected areas
The nature of our work means we are
frequently asked about our activities or
potential activities in protected areas such
as those designated as a World Heritage
Site, including those with a ‘Ramsar’
wetlands listing or having a World
Conservation Union (IUCN) management
category. We will only work within or
close to sensitive areas if we believe
we can properly manage the risks to
the environment.

On page 45 of this report, we list the 16
areas where we operate that already have
IUCN management designations. These are

also reported in more detail on our website,
www.bp.com/biodiversity. BP was the first
company in the oil and gas sector to report
on these issues.

We have pledged to publish the results
of risk assessments that support any new
decisions to explore or operate in areas
designated under IUCN categories I-IV. In
2003, two risk assessments, discussed
below, became relevant in this regard.

In Bolivia, Environmental Evaluation
Impact Studies (EEIS) were published
before construction of an access road and
exploration well site in a national park,
designated as an IUCN category | area.

Also in 2003, a managed reserve in
Georgia was listed for designation in IUCN
category V. The Baku-Tbilisi-Ceyhan (BTC)
pipeline, which will pass through the
reserve, was the subject of an extensive
Environmental and Social Impact
Assessment (ESIA) published in 2002.

Our website provides further information
and access to detailed descriptions of the
risk assessments for these two sites.

A key international issue is the lack of
a comprehensive set of globally agreed
and consistently applied definitions for
protected and sensitive areas. Some
sensitive areas are undesignated, while
some areas with I[UCN designations are
open to limited commercial operations.
We therefore believe it is prudent to
assess each potential investment on a
case-by-case basis, thoroughly examining
the risks of development associated
with each site. We also continue to support,
financially and through direct participation,
the IUCN Speaking a Common Language
project, which is seeking to improve the
effectiveness of its categorization system.
Other partners include Conservation
International and WWE, together with
other major energy companies and the
International Council on Mining and Metals.

T www.theebi.org
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3. BP In society

The changing nature of
our production portfolio

st North America
22 North Sea

South America, Middle East,
Africa (excluding Angola)

¢t Gulf of Mexico deepwater
st Azerbaijan
st Asia Pacific
st Trinidad
Russia
2t Angola

*BP projection 2003 data.

1998 data from BP Financial and
Operating Information 1998-2002.
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Creating a dialogue

Our fundamental contribution to society is to run a sustainable business founded on our belief in mutual
advantage, sound ethics, concern for the environment and the support of human rights. We face social,
ethical and environmental challenges in some of the areas where we operate. Our approach to addressing
these includes rigorous analysis within the business and engagement with many stakeholder groups.

This section looks at how we seek to play a positive role in society, how we interact with stakeholders,
and how we strive to extend the benefits of our business as widely as possible.

Our guiding principle in relationships is that
of mutual advantage — creating sustainable
relationships that bring benefits to all
parties. Our business fulfils that principle
because it creates wealth for countries
and local communities. We directly employ
more than 103,000 people. We provide
over $33 billion of business for suppliers.
We pay taxes to governments of some
$53 billion and make major investments

in research and development and
technology.

Over recent years our business strategy
has taken us from being primarily focused
on the UK and US to having activities in
over 100 countries. Our task has been to
learn how to do business successfully in
many different circumstances. We believe
that it is in our own interest, as well as that
of local people, to live in a thriving society
that follows the rule of law and where
human rights are respected.

Dialogue and assessment

Our business brings us into contact with a
wide range of people, including customers,
suppliers, partners, employees, investors,
government representatives, media, opinion-
formers, community leaders and members
of non-governmental organizations (NGOs).
By talking with these stakeholders,
understanding their concerns and reflecting
their input in our actions, we believe we
can deliver better business results.

For example, for major projects, such as
our developments in the Caspian, Angola,
Indonesia and Trinidad, we conduct dialogue
with a broad range of stakeholders,
explaining our plans and inviting feedback.
Often this is done at the same time as
environmental and social impact

assessments, which evaluate how our
business plans will affect a location.

During 2003, we finalized environmental
and social assessments for the BTC
pipeline and conducted social impact
assessments in China and Trinidad.
Increasingly these assessments conform
to World Bank guidelines. The combination
of scientific research, field studies and
stakeholder dialogue is used as input to
our plans. These can be substantially altered
as a result, as with the BTC pipeline route,
which was amended a number of times
before being finalized.

For two of our most prominent projects —
BTC and Tangguh — we have set up panels
of experts to provide critical reviews of our
plans and recommend actions. During
2003, both panels reported their findings.

One example of the advice of the
Tangguh panel (TIAP) concerned security
arrangements. The panel supported BP's
proposal to adopt a broad-based integrated
community approach to security. We also
confirmed our intention to maintain dialogue
with the army, police, government and local
community and to have a continuous BP
presence at all sites to monitor private
security staff.

The work of the Caspian Development
Advisory Panel (CDAP), which advises on
BTC, is highlighted on page 34.

We conduct dialogue with specialist
stakeholders, such as NGOs, multilateral
organizations and academics, to help us
develop specific guidelines. For example,
we worked with the Global Business
Coalition and the Joint UN programme on
HIV/AIDS to develop procedures now being
applied across BP We avoid resettlement
wherever possible, but have developed a

We saw that an independent Social
Impact Assessment had been completed
for the SECCO petrochemicals project
in China and the management were
considering how to respond to the
findings. At the LNG project in China

a Social Impact Assessment had not
yet been commissioned.

set of guidelines in partnership with a major
economic and social rights NGO to ensure
that, if people must be relocated, they are
treated with respect and compensated
fairly. In 2003, this helped decision-making
in Angola, Indonesia and China.

We commission formal feedback
exercises with stakeholders in particular
locations. Carried out by independent
consultants, they encourage people to
speak candidly about their experiences
with BRP The findings are published on
www.bp.comy/locationreports. To date, we
have undertaken this exercise in Alaska,
Angola, Australia, China, Indonesia and
Scotland. Exercises are planned for Trinidad
and Germany in 2004.

We also hold meetings with investors
and NGOs interested in issues of corporate
responsibility. Discussions in 2003 focused
on climate change, transparency, security,
safety and human rights, particularly relating
to our projects in the Caspian and Indonesia
and our new investments in Russia.
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Respecting and supporting human rights

As a global business and a participant in society, we are sensitive to

the need to respect and support human rights. WWe aim to ensure that
we act responsibly to protect the rights of employees and contractors,
and we work with governments and other bodies to promote respect

for human rights wherever we work.

Our goal is to help foster thriving
communities. However, in some of the
societies in which we operate there are
problems that inhibit their development
and stability, such as corruption, security
concerns and endemic disease. While
governments have the primary
responsibility to protect human rights, we
have a direct responsibility to support and
promote the human rights of those affected
through activities that we control, such as
the rights of our employees. Beyond our
operations, where we have influence but
not control, we have a role to play as a
corporate citizen but not necessarily the
legitimate right or expertise to act alone.
So we seek to work in partnership with
governments, communities, NGOs and
many others to understand issues and
develop responses.

We support both the belief that human
rights are universal and the UN Universal
Declaration of Human Rights. We also want

Specific observation from Ernst & Young
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to help reduce and contribute to the
elimination of all forms of forced,
compulsory and child labour.

One forum for engagement in the
consideration of such issues is the UN's
Global Compact. Launched four years ago,
the Global Compact is a network that
promotes responsible corporate behaviour
in the areas of human rights, labour rights
and the environment. By listening to the
experience of others in this network we
have learned much to help us support
human rights in our business interactions
around the world. In December 2003, we
presented a detailed case study on the BTC
pipeline and human rights concerns at the
Global Compact's Learning Forum in Brazil.
(For further information about the Global
Compact principles, see page 39.)

Combating corruption and

supporting transparency

One of the most serious enemies of
development is corruption within any
organization or at any level of public
administration. It diverts revenues that
should benefit communities, reducing the
opportunity for economic growth and
robbing people of their future.

In 2003, we continued to address
corruption from two angles: first, within
the company by promoting and
implementing a high standard of ethical
behaviour and second, by working with
others to address corruption outside BP.

We are committed to high standards
of ethical conduct and expect all staff to
comply with our code of ethics. It is against
the code of ethics to pay or take bribes.
Also, we do not make political contributions
from corporate funds. We expect our
partners, suppliers, contractors and

distributors to adopt an approach to
corruption aligned with our own. During
2003, we stopped working with 29
suppliers or contractors because of
concerns about their standards of
ethical behaviour.

Our annual ethics certification — a critical
tool for measuring compliance with this
code — has been enhanced to encourage
greater disclosure and improved
management of risk. Staff in positions of
responsibility certify their compliance with
the group policy and are asked to report all
specific instances where there may be any
suggestion of non-compliance. Nearly 200
business and functional leaders submitted
compliance reports, which addressed
aspects such as ethical risk, dismissals,
contract terminations, gifts and
entertainment registers, and awareness
programmes. To support overall staff
awareness of ethical issues and assist in
the certification process, more than 500
ethics workshops were held globally in
2003 to explain ethical issues and highlight
any potential areas of concern.

Transparency is one of the most intensely
debated aspects of the economic impacts
of energy production. It includes the ability
of the public to scrutinize financial
agreements and dealings between energy
companies and host governments, such
as those regarding fees, revenues and
taxes. Such agreements have traditionally
remained undisclosed on grounds of
commercial confidentiality and national
security. The challenge is for countries
and companies to work together towards
achieving a more open system.

In 2003, we continued to support the
Extractive Industries Transparency Initiative
(EITI), launched at the World Summit for
Sustainable Development in 2002. This
initiative, largely focused on promoting
transparency about payments and revenues
to governments, held a high-level multi-
stakeholder conference in June 2003 to
launch a Statement of Principles. At the
core of these principles is a belief that
natural resource wealth, used prudently,
should provide the basis for sustainable



economic growth and poverty reduction.
BP played a leading part in this conference
and was commended by the campaign

for publicly endorsing the initiative.

Three countries where we have major
business interests — Azerbaijan, Indonesia
and Trinidad and Tobago — and a further four
countries were among those who indicated
their commitment to pilot the EITI.

We are increasing transparency in what
we publish about our own operations.

The BTC Company, led by BR, agreed to
publish payments to the governments
of Azerbaijan and Georgia and has made
key legal agreements available on a
public website. Those governments
have also adopted poverty reduction
strategies that detail medium-term
spending priorities and have agreed that
BTC revenues will be managed through
national budgets.

During 2003, we also took an active
part in the Extractive Industries Review,
an initiative launched by the World Bank
to discuss its future financing role in the
extractive industries.

Conflict and security

Doing business in a wide range of
countries, some of which have recently
faced civil unrest or even civil war, can

present significant human rights challenges.

To attempt to address these issues, BP has
worked with the governments of the UK,
US, Norway and the Netherlands, as well
as other energy companies and NGOs,
to implement the Voluntary Principles
on Security and Human Rights. Published
in 2000, these provide companies with
guidelines on risk assessment and relations
with security providers, from both public
and private sectors.

We are now integrating the Voluntary
Principles (VPs) in our operations around

the world. For example, in Azerbaijan,
guards recruited for pipeline security
operations are trained in the VPs and BP is
sponsoring a ‘Train the Trainer’ programme
for further dissemination of the VPs. They
were included in agreements for security in
Turkey and training has already been given
to guards in Georgia. In Angola, respect for
human rights is included in our contract
with the security provider, which is
refreshed every three months to underline
our commitment that dialogue should
always be used in place of force. For our
project at Tangguh, Indonesia, we have
developed a code of conduct for security
providers as part of our commitment
to the VPs. Following BP's invitation
for a VP delegation to visit Colombia,
representatives of the UK and US
governments gained support for the
VPs from the Colombian government,
embassies and other companies.

With the increased global threat of
terrorism, BP also took additional steps
to protect its staff, assets and local
communities. High-risk assets were
identified and systematic reviews
conducted to highlight areas where
security needed to be improved.
Enhancement measures are now
either complete or well under way. We
continue to assess security regularly
at these sites.

Health

HIV/AIDS killed over 3 million people in
2003, and it is estimated that 40 million
around the world are infected.

The disease affects our employees,
our contractors, their families and the
communities we work in. Those with
the disease or suspected of carrying it
are often put in a position where their
basic human rights — their job, their

[

During the site visits at two joint
ventures in China (LNG project and
SECCO petrochemicals plant project)
and the Egypt joint venture (GUPCO),
we did not see evidence of progress
made in relation to the implementation
of the Voluntary Principles on Security
and Human Rights.

home, their ability to get help —
are threatened.

BP has developed programmes to
support people with HIV/AIDS, based
on principles of inclusion, confidentiality,
tolerance and non-discrimination. Our
experiences in southern Africa led us
to second a member of our Knowledge
Management team to the UNITAR/UNAIDS
Competence Programme, a fourmember
team which in 2003 developed a self-
assessment tool to help organizations
improve their ability to respond to the
disease. During the year, the tool was
used in 18 countries, including Brazil, India,
Uganda, Thailand, Trinidad, Ukraine and
Zambia, and several European countries.
Methods used by BP for sharing and
learning have been adapted to help
organizations worldwide to learn from
their actions and share their experiences.

Other infectious diseases present
significant health risks to our staff. Malaria
is endemic in many countries in which we
operate, Angola being a particularly high-
risk area. Our Malaria Management Plan,
developed for the Angolan business unit,
addresses the risk in full. This includes
raising awareness about the risks, reducing
the spread of the disease through mosquito
control and bite prevention and providing
access to early diagnosis and treatment
where prevention efforts fail. For more
information see www.bp.com/society.
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Dialogue and response — the BTC pipeline

During 2003, BP began constructing the BTC pipeline, designed to carry
a million barrels of oil a day over 1,000 miles from the Caspian Sea to
the Mediterranean.

With a shareholding of 30.1%, BP operates
the project on behalf of the BTC Company,
made up of 11 international oil companies.

At 1,762 kilometres, it is the longest
pipeline built by BP running from Sangachal
in Azerbaijan, across Georgia to Ceyhan
in Turkey. Due for completion in 2005 and
costing $3 billion, it is the largest foreign
direct investment in the region. It will
export crude oil to world markets, avoiding
extra shipping via the Turkish Straits.

BP and its partners have set out to
establish a new benchmark in human rights
and environmental standards. As operator,
BP has made a commitment to ensure
that the project results in benefits for the
villages on the route and the citizens of the
three countries. BP's business principles,
including creating mutual advantage, were
adopted by all the 11 BTC Co. shareholders.

The European Bank for Reconstruction
and Development (EBRD) approved up to
$250 million in loans to the project, after
the decision of the International Finance
Corporation (IFC) to approve a similar
financial package. The organizations had
carried out two years of scrutiny of the
project and a thorough public consultation.
The IFC concluded that ‘the projects have
been developed and will be implemented to
the highest international standards’. The
lenders continue to monitor the project
through formal quarterly audits.

During 2002, Environmental and Social
Impact Assessments (ESIAs) were carried
out by independent consultants, covering

ecology, geology, biodiversity, water,
archaeology, land ownership, employment
and social conditions. The BTC website
(www.caspiandevelopmentandexport.com)
has published over 11,000 pages of
assessments, the first extractive sector
project to make so much material public.

Following the assessments, BTC Co. has
designed a route that avoids the permanent
dislocation of any people. The pipeline
will be buried, with land reinstated for use
after construction. The extensive design,
operational and security measures applied
to sections of pipeline near Lake Tsalka
and Borjomi in Georgia make them the
‘two most protected pieces of pipeline in
the world’, according to the IFC.

The project involves ongoing consultation
and dialogue with local communities,
NGOs and other stakeholders. BTC Co. has
consulted 450 communities, including all
communities within two kilometres of the
pipeline route. In Georgia, 74 meetings
have been held with local communities,
27,500 documents distributed and
advertisements run in 20 newspapers.

In Turkey, 10,000 non-technical summaries
and 22,000 community pamphlets have
been distributed, backed up by 100
community meetings and meetings

and seminars with NGOs and the media.
The efforts to consult women living

along the route won specific praise from
the IFC.

A major effort to find and compensate
the individual landowners affected, as well

as state and public land owners, is
under way. Over 16,000 compensation
agreements have now been signed.

Responding to human rights concerns

In 2003, steps were taken to clarify
contentious legal points raised by Amnesty
International and others, concerning
employment and human rights. These
focused on the agreements between

BTC Co. and the host governments: the
umbrella InterGovernmental Agreement
(IGA) and three Host Government
Agreements (HGAS).

In May 2003, a Joint Statement
was issued by BTC Co. and the host
governments, confirming their commitment
to International Labour Organisation
conventions on issues such as forced
labour, freedom of association, collective
bargaining and equal opportunities. The
Joint Statement also explicitly commits
the signatories to abide by the Universal
Declaration of Human Rights.

In September 2003, following dialogue
with Amnesty International, BTC Co.
provided a Human Rights Undertaking,
including a formal agreement not to seek
compensation from the governments for
any breach of the HGAs brought about
by the governments acting on obligations
under international human rights,
environmental or other treaties.

Community investment

In 2003, BTC Co. allocated $25 million for
community investment programmes during
the construction phase, providing benefits
to 270 communities. These include
rehabilitating school buildings, installing
new gas supply lines, repairing roads and
bridges and loans to small businesses.

The Caspian Development Advisory Panel
Independent experts advise us on the
environmental, economic and community
aspects of the project. During 2003, the
Caspian Development Advisory Panel
(CDAP) made 100 recommendations in
two reports, many of which have been
accepted and implemented.

For example, it advised BP to make a
clear commitment to invest in sustainable
development in the whole Caspian region.
BP agreed to play its part in an extensive
programme of socio-economic activities,
working with other international and local
groups, all co-ordinated within a Regional
Development Initiative.



Investing in economies

As a major investor in countries around the world, we play a significant role
in local economies, in some cases remaining in the same location for more
than 40 years and investing billions of dollars. It is in our own interests, as
a business, to encourage the long-term development of open and thriving
economic markets in the places where we operate. We encourage the
provision of cost-effective local supplies to provide goods, materials and
services that meet international standards.

Our local economic impact can take many
forms, from encouraging local suppliers and
supporting balanced economic development
through to ensuring that, when we leave an
area or scale down our operations, we help
to ensure continued prosperity.

During 2003, BP has been active in
programmes designed to strengthen small
and medium enterprise (SME) sectors.
These help to supply the needs of large
companies such as BP at the same time as
enabling local companies to play a greater
part in national and global economies.

One example is the Enterprise Centre in
Azerbaijan, which helps local SMEs service
the oil and gas industry. During the year, the
centre ran 300 training courses and helped
100 companies by providing consultancy
and business advice. Partly as a result of
these efforts, about 30% of materials and
services supplied to our major investment
projects in Azerbaijan during 2003 were
sourced from local companies.

In South Africa, we began work on SME
development in partnership with SBP (Small
Business Project), an independent specialist
body. We have now extended this to
Tanzania, working with SBP and eight other
multinationals to set up the $1.2 million
Private Sector Initiative (PSI), which enables
Tanzanian SMEs to acquire resources, skills
and business. The United Nations recently
commended PSI as a role model.

Our Cannonball gas supply project in
Trinidad, which involves building an offshore
platform and modifying existing onshore
facilities, already has its entire project
management team based on the island,
making possible the transfer of skills to local
employees. Overall the project is expected

to achieve a 30% local content spend,
comparing favourably with the previous
project, which only achieved 10%.

A related challenge is to ensure that the
economic activity we stimulate leads to
wide-ranging and sustainable economic
benefits rather than being concentrated
around our sites and limited to the duration
of our operations. We support initiatives
that broaden and deepen local economic
capacity, not only to provide services to BP
but to create a more balanced economy.

In Indonesia, the team running the
Tangguh gas project is working with the
government of Papua to ensure that
revenues from the project benefit the
people of the whole region. A diversified
growth strategy has been drawn up to
make the project a catalyst for development
throughout Papua. Job seekers will be
directed not to the site itself but to other
towns in the region where contractors will
base their businesses. The strategy also
looks to support industries such as fishing
and forestry.

While operating in any area brings
distinctive challenges, so too does leaving
one or scaling down our operations. Each
situation has to be handled according to its
circumstances. The guiding principle is that
the local community should continue to
benefit while also taking an active role in
determining its own future.

For example, 2003 saw the launch of
a 10-year initiative to promote new
technologies and new business opportunities
in Falkirk. This area of Scotland, traditionally
dependent on petrochemicals industries, has
recently been affected by the scaling-down
of BP's operations. Falkirk Council, Scottish

Enterprise Forth Valley and BP have
embarked on a £23-million plan, ‘My Future's
in Falkirk’, to create 4,250 jobs, stimulate
up to £200 million of additional investment
and attract a diverse range of businesses.
A number of projects are under way.

Three have been completed and are
operating successfully, including a
state-of-the-art business incubator at
Denny, the Falkirk Wheel and Grangemouth
technology park. New jobs have been
created, with further projects now

under way.

This approach has also been successfully
adopted at Baglan Bay in South Wales,
where we once employed over 2,000
people. We announced that we were
closing our remaining petrochemicals
manufacturing plant there on 17 February
2004. Working in partnership with the
Welsh Development Agency and the local
authority, we used surplus land to create
the Baglan Energy Park. Our initial
£2 million investment has attracted
a further £20 million from UK, European
and Welsh government sources. The aim
is to attract manufacturing and service
industries in a 10-year plan to create up to
6,000 jobs. Competitively priced energy is
provided by GE Energy, which has built a
new power station on the site.

Commended as a role model by the UN, the $1.2m
Private Sector Initiative (PSI) enables Tanzanian
SMEs to acquire resources, skills and business.

=
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Investing in communities

While our social investment programmes around the world incorporate
a wide range of initiatives appropriate to local circumstances, they
are increasingly undertaken within a common, global approach. This is
designed to foster mutual advantage through projects that help create
stable, open and thriving communities — because we believe these
provide the best conditions for business to be successful.

To strengthen the link between our
business and our social investments, we
are progressively reducing the proportion
of purely philanthropic donations we make.
Increasingly instead we are supporting the
long-term development of economic
opportunity and education in line with our
business investments. However, we do
continue to recognize a place for charitable
giving, including responding to disaster
relief with humanitarian aid.

In 2003, we continued with our strategy
of directing resources towards locations
that represent key strategic growth
opportunities, which are mainly in
developing countries. In 2003, we invested
a total of $74.4 million in community
programmes and community-based
organizations around the world, down from
$85.2 million in 2002. Our priority remains
to choose the most appropriate projects
and to seek the most effective allocation
of funds.

The majority of our investments in 2003
helped towards community development,
education, environment and health
programmes — examples of which have

BP has been encouraging business
units to move away from philanthropic
giving towards social investment,
which aligns more to business and
community needs. We found some
examples in Europe of existing
community programmes 