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Within hours of the Deepwater Horizon
accident, BP teams were working

to stop the leak. We also acted to
minimize the spill's impact on the
environment by containing, removing
and dispersing oil offshore, protecting
the shoreline and cleaning up oil that
came ashore. And we worked with
wildlife groups to develop rescue and
rehabilitation programmes for turtles,
birds and other species.
www.bp.com/
gulfofmexico/inpictures
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\VWhat's inside?

We recognize that the events of 2010 have impacted many people,
from local communities and businesses in the Gulf Coast region to
our customers, colleagues, partners and shareholders around the world.
We feel a deep sense of responsibility to everyone affected by what
we do and how we do it — not just in the Gulf of Mexico, but wherever
we operate. And not just this year, but every year.

In this Sustainability Review, we look at what that sense of
responsibility means in practice. We discuss how the accident
and oll spill are shaping how we do business, and the changes
we are making to our portfolio and organization.

Our website plays an integral part in our sustainability reporting,
covering a wider set of issues and reporting on them in more depth.
The website includes detailed information about our environmental
and safety performance, as well as case studies that demonstrate
our sustainability efforts in action.

Full sustainability reporting
bp.com/sustainability
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Skimmer engaged in clean-up operations
in the Gulf of Mexico, US
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This i1s BP

For the year ended 31 December 2006
Fatalities — employees 0
Fatalities — contractors 7
Day away from work cases — workforce 188
Day away from work case frequency (DAFWCF)® — workforce 0.085
Recordable injuries — workforce 1,067
Recordable injury frequency (RIF)® — workforce 0.48
Hours worked — employees (million hours) 207
Hours worked — contractors (million hours) 236
Total number of losses of primary containment —
Number of oil spills — loss of primary containment® 417
Number of oil spills — to land and water® 300
Volume of oil spilled (million litres) 2.2
Volume of oil unrecovered (million litres) 0.4
Direct carbon dioxide (CO,)¢ (million tonnes (Mte) 59.3
Indirect carbon dioxide (CO,)¢ (Mte) 10.1
Direct methane® (Mte) 0.24
Direct greenhouse gas (GHG) emissions® (Mte CO, equivalent (CO,e)) 64.4
Flaring (E&P) (thousand tonnes (kte) of hydrocarbons) 1,241
Customer emissions" (MteCO,) 539
Environmental and safety fines ($ million) 25
Environmental expenditure ($ million) 4,026
Number of employees — group 97,000
Number of employees — group leadership* 625
Women in group leadership* (%) 17
Women at management level (%) 21
People from UK and US racial minorities in group leadership (%) 5
People from beyond the UK and US in group leadership* (%) 20
Employee turnover (%) —
OpenTalk cases™ 1,065
Dismissals for non-compliance and unethical behaviour 642
Benefits to employees — including wages, salaries, share-based payments,

benefits and pensions ($ million) 10,643
Contracts terminated or not renewed due to non-compliance or unethical behaviour 69

Our data does not include the oil spill volume
or the greenhouse gas emissions associated
with the Deepwater Horizon incident. These
are highlighted in green.df

a Quantitative performance indicators have been chosen, with
external input, to reflect the most important sustainability
issues for BP. Data is reported here only from operations
under BP operational control, except for GHG emissions.

We use consistent processes that seek to provide acceptable
estimates to enable year-to-year comparisons.

b DAFWCEF and RIF are the annual frequency per 200,000
hours worked.

¢ Qil spills are defined as any liquid hydrocarbon release of more

than or equal to one barrel (159 litres, equivalent to 42 US gallons).

2007 2008 2009 2010
3 2 0 0

4 3 18 14
167 175 134 408
0.075 0.080 0.069 0.193
1,060 951 665 1,284
0.48 0.43 0.34 0.61
204 195 174 168
241 245 216 255
— 658 537 418
340 335 234 261
213 170 122 142
1.0 3.4 1.2 1.7¢
0.3 0.9 0.2 0.8°
59.2 57.0 60.4 60.2
10.7 9.2 9.6 10.0
0.20 0.21 0.22 0.22
63.5 61.4 65.0 64.9'
1,124 1,718 2,149 1,671
521 530 554 573
225 1.1 66.6 52.5
3,293 2,520 2,483 18,400
98,100 92,000 80,300 79,700
624 583 492 482
16 14 14 14

22 22 23 24

5 6 6 7

19 19 21 19

— 15 15 15
974 927 874 742
944 765 524 552
11,611 12,280 12,216 11,772
48 22 30 14

BP Sustainability Review 2010 and www.bp.com/sustainability contain certain forward-looking statements concerning the
businesses, operations and strategy of BP. By their nature, forward-looking statements involve risks and uncertainties because
they relate to events and depend on circumstances that will or may occur in the future. Actual results may differ from those
expressed in such statements depending on a variety of factors, including future levels of industry product supply; demand and
pricing; operational problems; general economic conditions; political stability and economic growth in relevant areas of the world;
changes in laws and governmental regulations; regulatory action; exchange rate fluctuations; development and use of new
technology; changes in public expectations and other changes in business conditions; the actions of competitors; natural disasters
and adverse weather conditions; wars and acts of terrorism or sabotage; and other factors discussed elsewhere in this document
and at www.bp.com/riskmanagement. Material is used within this document to describe issues for voluntary sustainability
reporting that are considered to have the potential to significantly affect sustainability performance in the view of the company
and/or are expected to be important in the eyes of internal or external stakeholders. Material for the purposes of this document
should not, therefore, be read as equating to any use of the word in other BP p.l.c. reporting or filings.

BP Annual Report and Form 20-F 2010 and BP Summary Review 2010 may be downloaded from www.bp.com/
annualreport. No material in this Sustainability Review forms any part of those documents. No part of this Sustainability Review
or www.bp.com/sustainability constitutes, or shall be taken to constitute, an invitation or inducement to invest in BP p.l.c. or any
other entity and must not be relied upon in any way in connection with any investment decisions. BP p.l.c. is the parent company
of the BP group of companies. Unless otherwise stated, the text does not distinguish between the activities and operations of the

parent company and those of its subsidiaries.

d Although there are several third-party estimates of the flow
rate or total volume of oil spilled from the Deepwater Horizon
incident, we believe that no accurate determination can be
made or reported until further information is collected and
the analysis, such as the condition of the blowout preventer,
is completed. See BP Annual Report and Form 20-F 2010, page
201, for information about the volume used to determine our
estimated liabilities.

e Direct GHG emissions are the physical emissions from
operations. Emissions represent all consolidated entities and

BP's share of equity-accounted entities except TNK-BP.

f We have not included any emissions from the Deepwater
Horizon incident and the response effort due to our reluctance
to report data that has such a high degree of uncertainty.

9 Indirect GHG emissions are a consequence of the import by
operations of steam, electricity and heat from third-party
sources. Emissions represent all consolidated entities and
BP'’s share of equity-accounted entities except TNK-BP.

h Based on BP's total reported production of natural gas,
natural gas liquids and refinery throughputs.
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Our strategy

We are determined that BP will be a safer, more risk-aware business.
We wiill deliver on our commitments from the Gulf Coast incident and
work hard to earn back the trust in our operations. We will rebuild

value for our shareholders by re-establishing our competitive position

Exploration and Production

Our strategy is to grow long-term
value by continuing to build a
portfolio of enduring positions

in the world’s key hydrocarbon
basins, focused on deepwater,
gas and giant fields. This will be
enabled by strong relationships
built on mutual advantage,

deep knowledge of the basins,
technology and the development
of capability along the value chain
in exploration, development and
production.

Refining and Marketing

Our strategic focus is on holding
a portfolio of quality, integrated,
efficient positions and accessing

available market growth in emerging

markets. Our objective has been
to improve our performance by
focusing on achieving safe, reliable
and compliant operations, restoring
missing revenues and delivering
sustainable competitive returns
and cash flows.

within the sector by playing our part in meeting the world’s growing
demand for energy, as well as participating in the transition to

a low-carbon economy.

About BP
bp.com/aboutbp
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Alternative Energy

Our focus is on low-carbon
businesses and future growth
options that we believe have
the potential to be a material
source of low-carbon energy
and are aligned with BP’s core
capabilities. These are biofuels,
wind and solar, along with
demonstration projects and
technology development in
carbon capture and storage.

Gulf Coast Restoration
Organization

This separate organizational unit
was established to provide the
necessary leadership and
dedicated resources to ensure
BP meets its commitment to
fulfil its clean-up responsibilities
and to support the long-term
effort to restore the Gulf Coast.

For the year ended 31 December 2006 2007 2008 2009 2010

Performance

Total hydrocarbons produced (thousand barrels of ail equivalent (mboe) per day) 3,926 3,818 3,838 3,998 3,822

Reserves replacement ratio" (%) 13 12 121 129 106

Total refinery throughputs (thousand barrels per day (mbyd)) 2,198 2,127 2,165 2,287 2,426

Total petrochemicals production® (thousand tonnes (kte)) 14,426 14,320 12,835 12,660 15,594

Replacement cost profit (loss)® ($ million) 22,222 18,370 25,593 13,955 (4,914)
Taxes to governments — comprising income taxes and production taxes paid ($ million) 17,690 13,267 19,690 10,309 12,071

Dividends paid to shareholders ($ million) 7,686 8,106 10,342 10,483 2,627

Contribution to communities? ($ million) 106.7 135.8 125.6 106.8 115.2

i This includes $14,557 million environmental expenditure

costs relating to the Gulf of Mexico oil spill.

i Employees are defined as individuals who have a contract

of employment with a BP group entity.
k Employee figures as at 31 December.

I These figures relate to non-retail employees only. In
2010, voluntary turnover (resignations and retirements)

was 5%.

mMinor amendments have been made to comparative

periods 2006-2008.

comparative periods.

n Combined basis of subsidiaries and equity-accounted entities,
excluding acquisitions and disposals.

o Petrochemicals production reported within Refining and
Marketing. Minor amendments have been made to

p Replacement cost profit or loss reflects the replacement cost of
supplies. The replacement cost profit or loss for the year is arrived
at by excluding from profit inventory-holding gains and losses and
their associated tax effect. Inventory-holding gains and losses

using the average cost to BP of supplies acquired during the year
and the cost of sales calculated on the first-in first-out method,
after adjusting for any changes in provisions where the net
realizable value of the inventory is lower than its cost. Inventory-

holding gains and losses, for this purpose, are calculated for all

represent the difference between the cost of sales calculated

inventories except for those that are held as a part of a trading
position and certain other temporary inventory positions.
Replacement cost profit for the group is a non-GAAP measure.
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A letter from our group
chief executive

Each year, BP’s Sustainability Report looks at how our progress contributes towards our long-term
prospects as a company and to society as a whole. This report should, therefore, start with a clear
acknowledgement — 2010 was a year that called BP's sustainability into question.

The tragic accident in the Gulf of Mexico on 20 April 2010 cost 11 lives, leading to a major ol
spill and a widespread loss of trust in BP. We are so very sorry for what happened. Nothing can
replace the people who died and our thoughts remain with their loved ones.

Our task now is to earn back the trust that was lost and build a sustainable BP for the future.
This report explains the measures we are taking to strengthen safety, restore trust and build
shareholder value responsibly for the long term.

The explosion on the Deepwater Horizon oil platform and the consequent oil spill were terrible events
that should never have happened. Having grown up in Mississippi, | know the Gulf Coast well and
| have been deeply saddened by the widespread impact on the local environment and economy.

We took responsibility for the clean-up immediately. The response effort was one of
unprecedented scale, which — at its peak — involved 48,000 people, 6,500 vessels and 125 aircraft.
We set up the $20-billion Deepwater Horizon Oil Spill Trust for claims and certain other costs, and
have provided hundreds of millions of dollars for economic, health and environmental programnmes.
We suspended dividend payments for three quarters and initiated $30 billion of asset sales to
provide confidence that we could meet our commitments —in 2010 and the coming years.

As well as meeting our obligations in the Gulf of Mexico, we are now focused on building a safer
and stronger BP everywhere we work. This determination will drive how we manage risk, how
we operate, how we partner with others and how we reward our employees.

To ensure that our enhancements to safety and risk management are applied quickly,
thoroughly and effectively, we are carrying out a wide-ranging change programme. We have set
up a new safety and operational risk function that has its specialist personnel embedded in BP's
businesses, working alongside the line management to guide, advise and, if needed, to intervene.

We have accepted and are implementing the recommendations made in our investigation
report, published in September 2010. We are sharing what we have learned about deepwater
drilling and oil spill response with the industry, governments and regulators. We are co-operating
with a series of investigations, and we are supporting initiatives to bring about necessary
regulatory change.

During 2010, we suffered three fatalities besides those sustained in the Deepwater Horizon
accident —a loss of life that we deeply regret — and our overall recordable injury frequency rose as a
result of response activities, such as beach cleaning.

We fully understand the need to deliver safe and productive operations. WWe have made some
progress, but there is more to do and we know that. Given the nature of the challenges we take on,
BP can never eliminate risk, but we can work with others to better understand, limit and manage risk.

Insight and wisdom from beyond our own industry will help in this regard. We have engaged
with experts from other sectors and | am pleased that our recent board appointments include
Frank L ‘Skip' Bowman, former head of the US Navy's Naval Nuclear Propulsion Programme;
Brendan Nelson, former vice-chairman of KPMG, who has vast financial and auditing experience;
and Phuthuma Nhleko, who brings deep experience of emerging markets.

BP’s mission for 2011 and beyond is to grow value for our shareholders in a way that is safe and
sustainable. 2011 will be a year of consolidation in which we focus on our number one priority —
safety —and strengthen the drivers of long-term performance, such as risk management, capability
and relationships. \We will invest in areas where we excel, such as exploration, and we will enter
into new types of relationships with partners.

We are also divesting businesses that are more valuable or strategic to others than ourselves.
This includes reshaping our downstream business to better reflect the changing patterns of global
energy demand, where growth is concentrated in emerging markets. One outcome of this strategy
is our decision to divest some US-based businesses, notably the Texas City and Carson refineries.
We very much appreciate the work that our teams have done there. At Texas City, great progress




has been made in safety since the accident there in 2005. We are committed to handling the
transition to other operators with respect and sensitivity, in keeping with our belief in being a
responsible member of each community where we operate.

We are also developing groundbreaking strategic partnerships with national oil companies
and other resource holders. Our new partnerships with Rosneft in Russia and Reliance Industries
in India illustrate this strategy in action. With Rosneft, we will seek to explore and develop the
Russian Arctic continental shelf, and have agreed to jointly establish an Arctic technology centre
in Russia to promote safety, environmental integrity and emergency-spill-response capability.
Through our agreement with Reliance, we will have a major stake in a large offshore basin and
create a joint venture to source and market gas in in the growing Indian market.

The changing energy landscape

We create value for shareholders by providing the energy that a growing population needs to
generate progress and prosperity. Our recent projection of energy trends, BP Energy Outlook
2030, indicates in its ‘base case’ that primary energy use could grow by nearly 40% over the next
20 years, with more than 90% of demand growth coming from emerging economies.

Whatever precise trajectory demand takes, all forms of energy will be required to meet rising
demand, with fossil fuels remaining an essential part of the energy mix for decades. With global oil
production from existing fields declining by around 5% a year, it's vital that new fields are discovered
and developed. This is why BP will continue to move farther into harsh, remote and complex
geographies, from deep water to the Russian Arctic; from oil sands and unconventional gas to giant
fields — such as Rumaila in Irag. We believe we can help meet energy demand and create returns for
investors by applying our distinctive skills, capabilities and technologies in these demanding areas.

\We remain acutely aware that we must continue to address the challenge of climate change.
As a company, we are acting to limit greenhouse gas emissions. We are building our business
in natural gas, which provides a lower-carbon alternative to coal and represents an important
transition resource from fossil fuels to renewables. We are also including a carbon price in new
project development plans to encourage efficiency and we continue to invest in low-carbon
renewable energies.

Since 2005, BP has invested more than $5 billion in its alternative energy businesses and we
expect to invest a further $1 billion in 2011 to participate in the rapidly growing low-carbon energy
markets. We are focusing investment on lower-carbon options that best match our core strengths
and future market growth. Our biofuels business is well positioned to address opportunities in
a rapidly growing sector. We are also investing in low-carbon power, including a substantial and
growing wind business based in the US.

While it is ultimately for governments to determine the pace of transition to a lower-carbon
economy, BP is committed to making a progressive contribution. In my experience, BP and its
employees feel as strongly about the long-term sustainability of the world as anyone else, and
we want to play our part in addressing the complex issues involved.

Sustainable value

2010 shook BP to its core. To those who ask if we truly understand the implications, let me say
firmly that ‘we get it". We understand that business-as-usual is not an option, and we are making
substantial changes to the way we work.

I hope the actions | have outlined show that, after a profoundly difficult year, BP is addressing
its weaknesses and enhancing its strengths. Our goal is to rebuild this company so it can create
value safely and sustainably. | know the readers of this report will hold us to that objective and
| welcome your interest and scrutiny.

Dl

Bob Dudley
Group Chief Executive
22 March 2011

Speeches by Bob Dudley
bp.com/speeches
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How BP is Changing Re-earning and keeping the trust of
society by operating safely and responsibly is the only way we can
fulfil our purpose of creating sustainable shareholder value

The tragic events of 2010
severely impacted trust in BP.
This followed a period when we
had made progress in response
to two other events — the Texas
City explosion and the pipeline
leak in Alaska. The causes and
character of these three events
were quite different, but all have
affected levels of confidence in
our company.

In response, we are
developing and implementing
a comprehensive programme
to strengthen safety, risk
management and compliance
across BP. Much of this is
covered in our sustainability
reporting; we summarize some
of the key changes here.

Atlantis platform, Gulf of Mexico, US

Safety and operational risk

We have introduced a more powerful safety and operational risk (S&OR) function, deploying
its representatives to operating businesses to guide and, if needed, intervene in technical
activities. The function operates independently of the group’s businesses and is represented
on BP’s most senior executive team. S&OR will monitor operations with the aim of ensuring
they comply with BP’s operating management system — our group-wide system that provides
a consistent and systematic approach to safety, risk management and operational integrity.

Read more about how we are managing operational risk on page 16

Risk management system

Risk management in BP consists of the whole system of standards, processes, tools and
methodologies used to identify, monitor and manage risk. We are reviewing this system to
ensure we use simple, consistent, joined-up processes across BP. Embedding these changes
will take time as they are not simply about using enhanced processes but about improving
how employees consider risk day by day.

Read more about corporate governance and risk management on page 15

Restructuring our upstream business

We have reorganized our upstream business into three separate divisions: Exploration,
Developments and Production. Each division is led by a newly appointed head reporting directly
to the group chief executive. This provides increased visibility of each division at the executive
level. The restructure is designed to enhance the way the segment operates, with a particular
focus on how we manage risk, deliver common standards and processes, and build human
and technical capability for the future. For example, all well drilling activity will be carried out
by a single, centralized wells team.

Read more about our upstream business at bp.com/annualreport

4 BP Sustainability Review 2010
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Values and behaviours

Ultimately, it is individuals who determine the effectiveness of rules, systems and structures.
We are now working to review, renew and enhance the values and behaviours expected of
everyone who works for BP. We will be connecting the values, behaviours and the BP code
of conduct explicitly, with the objective of helping to ensure that they are applied consistently
in the way we work each day — all around the world.

Read more about our values and code of conduct on page 18

Individual performance and reward

While safety has long been a component in how we evaluate and reward people, we must
ensure that putting safety at the heart of all operations is appropriately and permanently
incentivized across BP. Our new performance management system sets further explicit links
between safety and reward, and links with our values and behaviours. Careful decision-making
should be a natural priority for our workforce, but we believe there is potential to increase safe
and compliant behaviour by making responsibility explicit in evaluations and rewards.

Read more about safety management on page 31

Contractor management

Many of our operations — including deepwater drilling — rely on the expertise of contractors.
We are reviewing how we work with contractors and other industry partners, both onshore
and offshore. What we learn from this will inform future relationships and help us to optimize
the oversight and management of safety and operational risk.

Read more about working with suppliers and partners on page 17

Technology

Technology underpins risk management, business value creation and informs strategic
decisions. We are repositioning technology to meet 21st-century energy demand
safely and responsibly by deepening the science base and standardizing our technology
management systems and processes.

Read more about meeting the energy challenge on page 24

Technicians at work at Zhuhai LPG plant, Zhuhai, China

BP Sustainability Review 2010 5



The
Deepwater
Horizon
accident

The explosion that
resulted in the deaths
of 11 people and the
oil spill affecting the
environment and
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in the Gulf region
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Our response
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the leak, compensate
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and protect the local
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Gulf of Mexico oil spill

The Deepwater Horizon accident on the evening of
20 April 2010, a gas release and subsequent explosion occurred on
the Deepwater Horizon oll rig working on the Macondo exploration
well for BP in the Gulf of Mexico

Incident map The fire burned for 36 hours before the rig sank, and hydrocarbons leaked into the Gulf of
Mexico for 87 days before the well was closed and sealed. Fundamentally, the accident
involved a loss of control over the pressure in the well followed by the failure of the well's
blowout preventer, a specialized valve designed to maintain consistent conditions. After the
initial explosions, the blowout preventer's emergency functions failed to seal the well, allowing
the leak to occur.

Eleven people died as a result of the accident and others were injured. We deeply
regret this loss of life and recognize the tremendous loss suffered by the families, friends
and co-workers of those who died. We also regret the damage caused to the environment
and livelihoods of those in the communities affected. We are putting in place measures to
help ensure it does not happen again.

We have acted to take responsibility for the clean-up, to respond swiftly to compensate
people affected by the impact of the accident, and to look after the health, safety and welfare
of the large number of residents and people who helped respond to the spill. As of 31 December
2010, we had spent $17.7 billion on our response activities. Throughout, we have sought to
work closely with the government, local residents, our shareholders, employees, the wider
industry and the media.

We are committed to understanding the causes, impacts and implications of the

Alabama

Texas
Louisiana

Incident site

The majority of the oil that
reached the shoreline from

the Deepwater Horizon Deepwater Horizon accident and acting on the lessons from it. WWe will continue to share
incident impacted Louisiana, what we have learned with governments, the energy industry and the wider community.
Mississippi, Alabama

and Florida Investigating the incident

In the immediate aftermath of the explosion, BP launched an investigation, drawing on the
expertise of more than 50 technical and other specialists from within BP and the industry.
This investigation was led by BP's head of safety and operations, and performed
independently from BP’s accident response.

The BP investigation concluded that no single cause was responsible for the accident.
The investigation instead found that a complex and interlinked series of mechanical, human
judgement, engineering design, operational implementation and team interface failures,
involving several companies, including BP, contributed to the accident.

The investigation team made 26 recommendations specific to drilling, which BP has
accepted and is implementing across its worldwide drilling operations. The recommendations
include measures to strengthen contractor management, as well as assurance on blowout
preventers, well control, pressure testing for well integrity, emergency systems, cement
testing, rig audit and verification, and personnel competence.

Specialists from across BP have developed an integrated action plan for the
recommendations, which apply to BP, our partners and our service providers. To confirm
the delivery of each action within BP, we are setting up a programme of continuous self-
verification and independent auditing by our safety and operational risk function.

External investigations

Several external investigations into the Gulf of Mexico oil spill and response are under way
in the US, including those by the National Commission (requested by US President Barack
Obama), the Marine Board, the Coast Guard, the National Academy of Engineering, the
Chemical Safety Board, Congress, the Department of Justice, and the Securities and
Exchange Commission.

The National Commission’s report, released in January 2011, identified certain failures of
management and decision making within BP and its contractors, as well as regulatory failures,
to be contributing factors. The report recommended enhanced government oversight and
regulatory frameworks, the creation of a private sector entity to improve industry safety
standards, the strengthening of environmental safeguards, and co-operation between industry
and government toward technical advancement in well-containment and clean-up capabilities.

As findings from these various investigations are made public, we will link to them from
bp.com/gulfofmexico.

Preventing oil spills
Find out more on page 33

BP Sustainability Review 2010 7
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Gulf of Mexico oil spill

Our rESPONSE This was a situation never encountered
before and required a number of solutions that were new to

BP and the industry

Timeline

20 April

Explosion occurs on the Deepwater
Horizon rig.

22 April

Deepwater Horizon rig sinks.

23 April

The 11 missing people are declared dead.

2 May

Drilling begins on a relief well to
permanently seal the leaking oil well.

8 May

Efforts to place a containment dome
over the main leak point suspended
owing to build-up of hydrates.

16 May

Drilling of second, back-up relief well
begins. Riser insertion tube tool
becomes operational, initially capturing
an estimated 3,000 barrels of oil per day.

29 May
“Top kill" operation to stop oil flow by
injecting heavy drilling fluids into the
well is deemed unsuccessful.

4 June

‘Lower marine riser package’ containment
cap results in oil and gas being received
onboard the Discoverer Enterprise.

12 July

Sealing cap to increase containment
capacity or potentially shut in the well
isin place.

15 July

Oil ceases to flow into the Gulf of Mexico.

9 August

Pressure tests confirm Macondo well
cement operation successful.

16 September

The relief well intercepts the
Macondo well.

19 September

US Coast Guard deems the well kill
operations complete and successful.

Full timeline
bp.com/responsetimeline

Containing the leak

Within days of the incident occurring, the US federal government formed a Unified Area
Command to manage the response effort and communications. The Unified Commmand
members included BP, the US Coast Guard, the US National Oceanic and Atmospheric
Administration (NOAA), the US Environmental Protection Agency (EPA), the US Occupational
Safety and Health Administration, and many other US federal departments and agencies.

BP, working closely with specialists fromm many companies, governmental agencies
and academia, tackled the leak in multiple, parallel ways.

After the accident, teams immediately set to work to stop the leak at the source, plan
relief wells and develop a suite of options to stop, contain and recover the flow. Within weeks,
we had begun work on the drilling of two relief wells that would permanently stop the leak.
We employed multiple technigues to hasten containing the leak, including fitting caps on the
well, using containment systems that pipe oil to vessels on the surface, and sealing the well
through the static kill procedure.

How much oil was spilled?

Before the well was contained in July, a substantial amount of oil spilled into the Gulf of Mexico.
Although there are several third-party estimates of the flow rate or total volume of oil spilled
from the Deepwater Horizon, we believe that no accurate determination can be made or
reported until further information is collected and the analysis, such as the condition of the
blowout preventer, is completed. Once such determination has been made, we will report on
the spill volume as appropriate.” While we understand that the exact figure is of interest to
many, BP's efforts to address the potential environmental and social impacts have not been
limited by the precise volume of the spill.

' See BP Annual Report and Form 20-F 2010, page 201, for information about the volume used to determine our estimated liabilities.

Managing oil spills
Find out more on page 37

The Discoverer Inspiration arrives to install a capping stack to seal the leaking well,
10 July 2010
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Gulf of Mexico oil spill

Compensating the people and communities impacted

BP was determined to respond swiftly and fairly to claims from individuals, businesses
and government entities. Most claims were from people or businesses reporting a loss
of income or profit as a result of the spill.

We sought to implement a fair and simple claims process aimed at providing funds
as quickly as possible. By early May, we had established a claims operation with a toll-free
number and the first claims and community outreach offices.

In June 2010, with the aim of improving transparency and objectivity, BP and the US
government agreed to appoint Kenneth Feinberg to evaluate and manage individual and
business claims. Mr Feinberg had administered the September 11th Victim Compensation
Fund and other major funds related to incidents. The Gulf Coast Claims Facility (GCCF),
headed by Mr Feinberg, took over responsibility for managing and paying individual and
business claims in August 2010.

Separately, BP is directly managing claims and funding requests for losses or expenses
incurred by states, parishes, counties, Native American tribes and other government entities.
These primarily cover costs associated with response and removal activities, increased public
services and loss of revenues due to the incident.

Deepwater Horizon Qil Spill Trust — $20-billion fund

BP, in agreement with the US government, set up a $20-billion trust to provide confidence
that claims funds would be available. The fund is designed to satisfy claims adjudicated by
the GCCF, final judgments in litigation and litigation settlements, state and local response
costs and claims, and natural resource damages and related costs.

During 2010, BP made payments to the trust totaling $5 billion and is committed
to making additional payments of $1.25 billion each quarter until the end of 2013. BP has
pledged certain Gulf of Mexico assets as collateral for the trust.

Claims payments to 31 December

$4OO million

BP paid out nearly $400 million in response
to more than 150,000 individual and business
claims from April to 23 August

$278 billion

GCCF paid around $2.78 billion to individuals,
businesses, real estate brokers and nearly
170,000 claimants

$1 1 4 billion

BP paid $1.14 billion to federal, state and local
governmental entities to cover claims,
response and removal costs and payments

1 Vessels of Opportunity
help with the response
effort, Barataria Bay,
Louisiana, US

2 Boat owners log
claims at Boothville-
Venice School gym,
Louisiana, US

3 BP supports tourism
at the New Orleans
Fish House, New
Orleans, US
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Gulf of Mexico oil spill

Approximately 2,500 miles of boom were BP employees and retireesbrought their About 1.84 million gallons of dispersant were
deployed to contain the oil. éxpertise from all'parts of the business from applied, with all applied more than 3 miles
around the worldto the response effort. from the shoreline.

Offshore and onshore clean up

From the beginning, BP worked to fight the spill and minimize its impact on the environment
by containing, removing or dispersing the oil offshore, and by implementing strategies to
protect the shoreline and clean up oil that came ashore. Together, these efforts helped to
reduce the amount of oil that reached the shore and environmentally sensitive marsh areas.

The response involved the mobilization of approximately 48,000 people, the co-ordination
of more than 6,500 vessels and the deployment of approximately 2,500 miles of boom to
contain or absorb the oil.

Offshore

Local commercial fishermen and vessel owners helped with clean-up and protection activities
through the Vessels of Opportunity programme. With their local knowledge of currents and
shorelines, they provided surveillance and transport support, as well as assisting with boom
and skim operations.

In efforts to prevent the oil from reaching shore, we used large-scale offshore skimmers
and shallow water equipment to scoop up the oily water. We also conducted controlled burning
of oil, where conditions were appropriate. Approximately 265,450 barrels of oil were destroyed
through controlled burnings and use of fire boom.

We used EPA-approved dispersants to help break down the oil into smaller droplets that
could be more easily dispersed through the seawater and degraded by naturally occurring bacteria
found in the Gulf of Mexico. No dispersant was applied closer than 3 miles to the shoreline.

To address concerns about the effect of oil and dispersants, the US Food and Drug
Administration (FDA) and NOAA developed seafood-testing protocols for evidence of the
dispersants used in our response effort. To date, none of the seafood tested by the FDA has
shown evidence of posing a threat to human health. By October 2010, the FDA had found that
"the overwhelming majority of the seafood tested shows no detectable residue, and not one
of the samples shows a residue level that would be harmful for humans.”

Beach and marshlands

In partnership with state workforce agencies, BP provided training for almost 11,000 individuals
across the Gulf Coast states to monitor beaches, perform onshore clean-up duties and to serve
as a contingent workforce available to activate for clean-up when and where necessary.

To help achieve swift and effective cleaning where oil reached shorelines, BP used
existing equipment as well as new techniques and equipment developed specifically in
response to the accident. For example, we introduced ‘sand sharks', large machines capable
of safely removing tar balls and tar mats buried as deep as 18 inches below the sand; these
allowed for beach clean-up while minimizing the sand disruption and avoiding the use of
chemicals. In areas where large machinery was not appropriate, BP deployed teams
of trained workers to manually clean beaches.

Additionally, in places where oil encroached on fragile marshlands, BP worked closely
with state and federal agencies to assess conditions and develop and implement appropriate
clean-up plans to help protect the ecosystem.
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Gulf of Mexico oil spill

Jeff Trandahl
Executive Director,
National Fish and
Wildlife Foundation

Time was of the essence if we wanted
to minimize the effect of the spill on
vulnerable species. The Recovered Oil
Fund for Wildlife established by BP
enabled the NFWF and our partners to
put several conservation projects on the
ground and realize unprecedented results
for wildlife — all within six months.

However, there is more that needs
to be done to boost wildlife populations
outside of the direct spill area and
promote their long-term survival, such
as restoring critical oyster beds and
increasing fish populations.

Ernst & Young observation

We saw that BP's materiality process has
been used to prioritise the issues related
to Deepwater Horizon to be included in
this report. Although this process includes
consideration of the importance of issues
to stakeholders, some groups may
consider that their individual concerns
have not been addressed. Others will
feel that the coverage in the report

does not do justice to the complexity

of certain issues.

Wildlife rescue and rehabilitation

BP worked with nationally-recognized wildlife groups to develop specific rescue and
rehabilitation programmes for nesting turtles, migratory shore birds and other species.

Experts from NOAA, the US Fish and Wildlife Service, the National Park Service, as well
as state agencies, helped BP to identify the most sensitive wildlife habitats and prioritize
appropriate spill countermeasures. These measures included booming wildlife refuges, state
wildlife management areas and rookeries along the coast, as well as using methods to deter
wildlife from entering oiled areas.

Within days of the accident, BP established a hotline for the public to be able to report
sightings of impacted wildlife. Throughout the response, wildlife rescue and rehabilitation teams
worked closely with oil removal and operations teams to prevent and minimize oil reaching
sensitive wildlife areas. The teams also worked to take precautions to minimize the impact of
oil-removal operations in sensitive wildlife areas.

Once captured and transported to rehabilitation centres, injured wildlife were individually
tagged and recorded, assessed by trained wildlife specialists, given appropriate medication,
water and food and then cleaned following certified guidelines for each species. Each animal
was carefully monitored during the rehabilitation programme. BP worked with a number of
wildlife agencies to determine appropriate locations for returning and releasing rehabilitated
wildlife along the Gulf Coast.

BP agreed to donate net revenue from oil recovered from the spill to the US
National Fish and Wildlife Foundation. As of 31 December, we had provided $22 million
to the foundation.

—l

Environmental management
Find out more on page 35

2,263 birds, 18 turtles and four mammals dead
and visibly oiled, as of 31 December 2010,
according to the US Fish and Wildlife Service.

1,246 birds, 397 sea turtles, three mammals and
more than 14,000 sea turtle hatchlings cared for
and released, as of 31 December 2010, according
to the US Fish and Wildlife Service.

Four bird-rehabilitation centers, three bird
stabilization centers and seven marine mammal
and sea turtle rehabilitation centers were set up
along the coast.

BP Sustainability Review 2010 11




Gulf of Mexico oil spill

Our commitment to the Gulf of Mexico region
We established the Gulf Coast Restoration Organization, whose
mission is to fulfil BP's environmental, social and economic
commitments in the Gulf Coast over the long term

During the course of the response, 17,000
water and sediment samples were used for
the purpose of environmental review.

Establishing baseline data

BP awarded grants totalling $40 million

to Louisiana State University, the Northern
Gulf Institute, the Florida Institute of
Oceanography, the Alabama Marine
Environmental Sciences Consortium and the
National Institutes of Health to enable and
support sampling during the incident and
high-priority studies of the distribution,
composition and ecological interactions of oil
and dispersants. These studies, included as
part of the Gulf of Mexico Research Initiative,
will help establish baseline data as the
foundation for subsequent research.

The Gulf Coast Restoration Organization, with offices in each of the impacted Gulf states,
enables us to take a local approach to operations, environmental restoration, community
and governmental relations, and financial management. We are committed, in collaboration
with our partners and industry peers, to delivering safe operations in the Gulf of Mexico.

Monitoring health and environmental impacts

In co-operation with the Unified Area Command, BP implemented a comprehensive
environmental testing and monitoring programme to help guide oil recovery and clean-up
efforts, and to assist in understanding any potential health and environmental impacts of
the Deepwater Horizon accident. BP, the US Coast Guard, the EPA and other government
agencies tested numerous samples of water and sediments for oil and dispersant, and
implemented a comprehensive air-quality sampling and monitoring programme.

More than 16,000 air samples were taken during the response; EPA found pollution
levels well below levels of concern for long-term health effects related to the spill. Seventeen
thousand water and sediment samples were used for the purpose of environmental review.
None of the water samples exceeded EPA benchmarks for human health or exceeded aquatic
life standards for specific dispersant chemicals.

Longer term, the National Institutes of Health is conducting a multi-year study to look
at the potential health effects from the oil spill, with particular focus on worker exposure to
oil and dispersant products and the potential physical and mental health consequences.

Natural Resource Damage Assessment

The Natural Resource Damage Assessment (NRDA) is a process, in which state, tribal and
federal government agencies identify the nature and extent of potential injuries to natural
resources resulting from an oil spill or hazardous substance release.

BP is working with scientists and trustee agencies through the NRDA process to identify
wildlife and habitats that may have been exposed to oil or dispersants, and to look for evidence
of injury. In addition, experts for BP and the trustee agencies are looking at how recreational
uses of the Gulf have been affected so that lost opportunities to enjoy those activities can be
addressed through restoration.

The process of gathering data for assessment is expected to continue in 2011. In parallel,
scientists and other experts will work with the federal and state trustees to develop emergency
and early restoration plans, implement them quickly, and then monitor the work to make sure
they are successful. Final restoration plans will be developed when the injury assessments
are complete.

We are implementing a waterfowl! habitat creation programme in Mississippi. An
emergency restoration plan to prevent or minimize erosion along sensitive shorelines and
sea grass restoration and planting are also under consideration.

Gulf of Mexico Research Initiative — $500-million programme

Committed to understanding the long-term impacts of the Deepwater Horizon accident, BP
has set up the $500-million Gulf of Mexico Research Initiative to study and monitor the effects
of the oil spill and its potential impacts on the environment and human health.

This 10-year programme seeks to engage and utilize the expertise of some of the world's
best research scientists to address issues that are of regional concern, such as the spread of
the oil and other contaminants and what ultimately happened to them; the environmental
effects of the oil spill on ecosystems; and the potential impact of the oil spill and response on
human health.

To implement the Gulf of Mexico Research Initiative, BP has entered into an agreement
with the Gulf of Mexico Alliance, comprised of the five Gulf Coast states. BP and the Alliance
have appointed scientists with peer-recognized credentials to an independent advisory council
to review funding requests and provide research grants. All Gulf of Mexico Research Initiative-
funded research will be conducted independently of BP.
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-

At the peak of the spill, about 37% of federal
Gulf waters were closed for fishing. By
31 December 2010, 98% of waters were open.

Restoring the Gulf economy

BP is working to foster economic restoration throughout the Gulf Coast, with special emphasis
on two of the region’s most impacted industries: tourism and seafood. Additionally, BP funded
a charitable trust to recognize the financial hardship of rig workers unemployed during the US
government’s moratorium on deepwater drilling.

Tourism

Throughout the Gulf Coast, we are providing financial support for state tourism promotion

efforts. Within weeks of the accident, we had announced block grants of $70 million to help

promote tourism and mitigate the economic impact of the oil spill in Louisiana, Mississippi,

Alabama and Florida. In the autumn of 2010, we further increased our support for tourism

in the region by committing an additional $47 million in total to the four states affected.
Each state is using the tourism funds to develop specific marketing programmes that

promote their state’s key tourism selling points.

Seafood industry

We are also working with officials in the region to design programmes to test and monitor
the safety of seafood and to promote Gulf seafood along the coast and around the country.
In Louisiana, for example, BP is providing $18 million over a three-year period for testing

of oil, dispersants and other spill-related impacts on seafood, and is funding a three-year,
$13-million fishery-resource monitoring plan to study the effects of the oil spill on the
state's fisheries resources.

Commitment to seafood safety

The safety of seafood from the Gulf of Mexico is a priority for BP, the US government and each
of the affected states along the Gulf Coast. At its peak in June, about 37%, or 88,522 square
miles, of federal Gulf waters were closed by NOAA for commercial and recreational fishing; by
31 December, all but 1.2% of these waters were open. In some locations, state waters were
also closed to fishing, to protect the public from exposure to potentially contaminated seafood.

To help boost consumer confidence in the safety of seafood being harvested from the
Gulf, NOAA and FDA also test for evidence of dispersants. Trace amounts, found in less than
1% of the samples taken, have been far below any level of health concern. BP will continue to
fund seafood-testing programmes in Florida and Louisiana through 2013, and is in discussion
with Alabama and Mississippi about doing the same.

Working with our peers

The lessons we learned throughout the response have wide applicability across the industry,
and it is BP’s hope that our experiences can be used to improve the response to any potential
future marine oil spill, anywhere. We are committed to working with the industry and
governments to share lessons learned, as well as the new equipment and technology
developed in response to this accident.

In the Gulf of Mexico, BP has joined the Marine Well Containment Company (MWCC), an
initiative with ExxonMobil, Shell, ConocoPhillips and Chevron designed to quickly deploy effective
equipment in the event of another underwater blowout. The well containment equipment used
in the Deepwater Horizon response will preserve existing capability for use in the Gulf of Mexico
while the MWCC builds a system that exceeds current response capabilities.

Our newly-formed Global Deepwater Response Team is charged with sharing the insights
and experience gained from the incident with BP staff involved in other deepwater projects,
as well as with partner companies, regulators and others in various countries where we have
offshore operations. \We are also participating in the International Association of Oil and Gas
Producers’ Global Incident Response Group, which works to facilitate the application of the
lessons globally within the industry, focusing on prevention, intervention and response aspects.
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How we operate

Corporate governance and risk management
Our governance framework includes the principles that guide
our board and management team, as well as a system of

controls that defines how we work

The board

The board is responsible for the direction

and oversight of BP p.l.c. on behalf of
shareholders; it is accountable to them, as
owners, for all aspects of BP's business. It
focuses its activities on strategy development,
the oversight of risk and monitoring the
performance of the business.

The board sets the tone from the top,
and has established a set of board governance
principles, which delegate management
authority to the group chief executive within
defined limits. These include a requirement
that the group chief executive will not engage
in any activity without regard to health, safety
and environmental consequence.

The board reviews key group risks and
how they are managed as part of its agendas.
On 1 January 2011, the board was
composed of the chairman, three executive

directors and 11 non-executive directors.

Board committees
The board delegates some of its oversight
and monitoring activities to its committees,
composed entirely of non-executives. The
chair of each committee provides updates
on committee activities to the wider board.
One of the five permanent committees
—the safety, ethics and environment
assurance committee (SEEAC) — monitors
the management of non-financial risk, which
includes regular reviews of information and
reports from executive risk committees,
such as our group operations risk committee,
as well as from the safety and operational
risk function and other parts of the
business. SEEAC is monitoring BP’s
global implementation of the measures
recommended in BP’s investigation after
the Deepwater Horizon accident.

External information and advice

The board and its committees also receive
information from external sources, as needed.
For example, the board and SEEAC work
with the Independent Expert to review

the progress made in implementing the
recommendations of the BP US Refineries
Independent Safety Review Panel. An
international advisory board advises the
chairman, group chief executive and board
of BP p.l.c. on strategic and geopolitical
issues relating to the long-term development
of the company.

BP’s management of sustainability risks and issues

Shareholders

BP board

Safety, ethics and environment

assurance committee

Reviews BP’s processes to identify and mitigate
significant non-financial risks and receives assurance
that they are appropriate in design and effective in
implementation.

Direction and oversight of BP on behalf of the shareholders for all aspects of BP's business, including sustainability
performance. Comprised of the chairman, executive directors and non-executive directors.

Gulf of Mexico committee

Monitors BP's spill response and delivery of commitments
in the Gulf region through oversight of the new Gulf Coast
Restoration Organization.

Group operations risk committee

Monitors HSE performance across the group.
Representation from S&OR.

Supports the group chief executive (GCE) in his accountability to the board for BP’s overall business,
including sustainability performance. Comprised of the GCE and the heads of businesses and certain functions,
including safety and operational risk (S&OR).

Group people committee

Overall responsibility for policy decisions
relating to employees.

siapjoy@yels |eusaixy

Group functions

Functions, such as safety and operational risk, define
and support implementation of group-wide standards.

Local operations

Specialists and line management identify risks and
implement our group-wide operating management
system and other standards.

Board activities in 2010

The Deepwater Horizon accident dominated
the focus and work of the board. Non-
executive members of our board, including
the chairman and the chair of SEEAC, visited
the Gulf of Mexico during this period.

During 2010, the board appointed four
new non-executive directors, who together
bring deep experience in the oil and gas
industry, global strategy, accounting and
audit, and the management and monitoring
of organizational safety.

In July, the board established the Gulf of
Mexico committee to monitor BP's response
to the Deepwater Horizon accident through
oversight of the new Gulf Coast Restoration
Organization. The committee oversees BP's
activities and responsibilities with respect to
the Gulf Coast Claims Facility, the $20-billion
trust, remediation work, community outreach,
and response to fines and penalties.

Our system of internal control

BP uses a comprehensive set of management
systems, organizational structures, processes,
standards and behaviours to conduct our
business and deliver returns for shareholders.
The board is responsible for maintaining a
sound system of internal control, and
delegates the establishment and maintenance
of this system to the group chief executive.

Everyone who works for BP needs to meet
the aspects of the system relevant to them in
what they do. It is the job of leaders to ensure
that aspects of the system relevant to their
team are understood and followed in such a
way that risks are managed appropriately at
all levels in BP.

Risk management

Our businesses identify, prioritize, manage,
monitor and improve the management of risks
on a day-to-day basis to equip them to deal
with hazards and uncertainties. We report

the key risks, and how they are managed,

up through the line in a consistent manner

to assist with business planning, appropriate
intervention and knowledge sharing.

The board reviews material risks to the
group and their recognition in the company’s
annual plan. The board committees review
the reporting by business and function which
includes the safety and environmental
performance of projects.

We are examining what can be learnt
from our experiences in 2010 to further
improve BP’s risk processes.
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Managing operational risk

After the Deepwater Horizon accident, BP
redefined and strengthened the scope and
accountabilities of the group function for
safety and operations.

The core responsibilities of the new,
independent safety and operational risk
(S&OR) function are to:

Provide checks and balances independent
of the business line.

Strengthen mandatory safety-related
standards and processes, including
operational risk management.

Provide an independent view on
operational risk.

Assess and enhance the competency
and capability of our workforce in matters
related to safety and operations.

We are deploying S&OR professionals, many
of whom were previously reporting to local
business leaders, in all of BP’s operations
throughout 2011. The head of S&OR is

a member of BP's most senior executive
team, along with the heads of the businesses
and certain functions.

S&OR oversees and audits the
company's operations around the world,
assuring that operations are carried out in
line with the group’s operating management
system (OMS). While the business line
continues to be accountable for operational
delivery, S&OR holds the authority to intervene
in all safety and operational risk aspects of BP's
technical and operational activities.

Our OMS provides a group-wide framework
to drive a rigorous and systematic approach
to safety, risk management and operational
integrity across the company. Launched in
2008, the OMS integrates requirements
regarding health, personal and process
safety, security, environmental and
operational reliability, as well as related
issues, such as maintenance, contractor
relations and organizational learning, into

a common system.

BP firmly believes that the OMS provides
us with the right foundations to achieve
operational excellence. The ethos and
structure of the OMS provide us with

the rigour, discipline and aspiration we
need to achieve operations that are
reliable, compliant, and, above all other
considerations, safe. This is a long journey
and fully embedding it across the group
will take a number of years.

BP continues to evolve the OMS by
incorporating learnings from implementation
experience, incident investigations, audits,
and risk assessments, and by strengthening
mandatory practices.

The OMS principles and standards are
supported by detailed company practices,
as well as other technical guidance materials.
OMS requires that certain standards, group-
defined practices and group engineering
technical practices be implemented company-
wide. These include, among others,
assessment, prioritization and management

Deploying S&OR professionals in local operations in 2011

Independent safety and operational risk expertise,
supporting and auditing business implementation of
the OMS and its practices.

Central safety and operational risk function

Delivery of safe, reliable and
compliant operations.

Expertise Competency, Audit
in safety and capability

operational and safety

risk leadership

’— Expertise and assurance j

Embedded Local
S&OR operations
professionals

of risk; incident investigation; integrity
management; and environmental and social
requirements for certain types of projects.

Implementation of the OMS at the local
level is at the heart of our delivering safe
and responsible operations. The transition
to OMS requires each operation to develop
a local OMS (LOMS), which describes how
the operation addresses site-specific local
operating risks to meet group standards and
practices while focusing on their specific
activities. As an essential step in developing
its LOMS, the business unit conducts an
assessment of the gaps between the
standards and practices contained in OMS
and local processes and procedures, and then
develops a gap-closure plan. After this initial
gap assessment, each operation conducts an
annual assessment to identify the additional
steps to be taken to improve performance.
Training and assurance processes support
effective implementation.

To formally transition to OMS, an
operation issues a handbook for the
workforce to follow, completes a
management-of-change document that
details the changes involved, and obtains
formal sign-off by the segment operating
authority and business unit leader.

All of BP’s major operations have
transitioned to OMS. BP operations are
now working to close any gaps identified
in their original assessments; this can be
a multi-year process.

The Gulf of Mexico operations were covered
by the OMS at the time of the Deepwater
Horizon accident, having completed their
transition to OMS in December 2009. As
with other BP businesses, the Gulf of Mexico
operations are in the process of reinforcing
OMS practices, and working to close
identified gaps to achieve full conformance.

BP will incorporate lessons learned from
the Deepwater Horizon accident into OMS,
including around contractor management
and oil spill preparedness and response.
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Working with suppliers and partners

In the global energy industry, major projects
almost always require the financial and
technical collaboration of multiple companies,
often including a mix of multiple business
partners and suppliers, with the support of
both employees and specialist contractors.
Like its oil and gas company peers, BP rarely
works in isolation.

This means our ability to fulfil our
corporate responsibility aspirations depends
in part on the conduct of our suppliers,
contractors and partners. We address this
in a variety of ways, from training and dialogue
to confirming operational standards through
legally binding agreements.

We expect our suppliers, contractors and
partners to comply with legal requirements
and operate consistently with the principles
of our code of conduct when working on
our behalf.

How our standards apply to suppliers

and contractors

Our processes are designed to ensure that
we choose suppliers carefully, on merit,
avoiding conflicts of interest and inappropriate
gifts or entertainment.

BP employees who engage suppliers or
individual contractors to work on behalf of BP
are required to brief them on the contents of
the code of conduct and seek their co-
operation in adhering to the code — including,
where possible, through a contractual
requirement to act consistently with the code
when working on our behalf. We investigate
suspected cases of non-adherence and
terminate contracts when a serious breach
is found to have occurred.

In 2010, BP terminated or did not
renew 14 suppliers’ contracts, due to
non-compliance or unethical behaviour, mainly
conflicts of interest, fraud or property theft.
This compares with 30 contracts terminated
in 2009 and 22 in 2008.

Reviewing our oversight of contractors

We began a review of the way we work

with contractors for all onshore and offshore
rig activities in 2010 with a particular emphasis
on managing safety and operational risk. We
are looking at the approaches and processes
we use to promote safe and compliant delivery
from contractors, especially in cases where the
risks associated with the work they do can be
characterized as high consequence and low
probability. What we learn from this review will

inform our overall approach to contractor
nmanagement throughout the group.

We are striving to build deep
working relationships with our contractors
and to support these relationships with
robust contracts that clearly define mutually
agreed requirements, standards and
assurance processes.

Our relationships with business partners
We seek to work in partnership with
companies that share our commitment to
ethical and sustainable working practices.
It is important to note, however, that in some
of the joint operations in which BP is involved,
we do not control how our partners and their
employees approach these issues.

Typically, our level of influence or
control over a project is linked to the size
of our financial stake compared to other
participants. In some joint operations, we
hold a majority stake and act as the project’s
operator. In most cases where we are the
operator of a project, our policies, standards
and operating systems apply.

In other cases, we are not the
day-to-day operator and may hold an equal
or minority stake, with one or more other
partners holding the majority stake. WWe
generally consider whether the management
system used by the operator provides similar
levels of risk and performance management
to our own. We seek to influence our partners
through dialogue and constructive engagement.

Contractors as part of BP workforce

(% hours worked)

B Contractors
B Employees

Ernst & Young observation

BP has included increased coverage of
emerging sustainability issues, in particular
influencing the working practices of third
parties. BP's internal investigation into the
Deepwater Horizon incident and the
Presidential Commission both stress the
importance of strong contractor oversight.
BP's safety reporting shows the importance
of the issue — more than 60% of the hours
worked within its operations were
undertaken by contractors. We discussed
BP’s commitment to reviewing the way it
works with contractors. It will need to high-
light any changes made in future reporting.

Our environmental and
social practices

BP's processes and systems for identifying
and appropriately managing environmental
and social impacts and risks of certain types
of projects, including major projects, are now
integrated into our operating management
system (OMS).

The practices include actions we
require projects to undertake together with
a series of recommended practices that
might be relevant depending on the type
of project. Launched in 2010, they provide
a consistent methodology to help projects
deliver the intent of the relevant sections
of the OMS and the BP code of conduct in
regard to environmental and social issues.
We are carrying out training across the group
to help our personnel apply them effectively
and appropriately.

@ Environmental 22 social

Air quality Community disturbance
Drilling wastes and Community engagement
discharges Community investment
Greenhouse gas and

energy management

Marine mammals

Ozone-depleting
substances

Physical and ecological
impacts

Prevention of soil and
groundwater pollution

Water management

\Waste management

Impact assessment

Indigenous people

International
protected areas

Moving communities

Security and
human rights

Workforce welfare and
local employment
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How we operate

Our values and code of conduct our values
and code of conduct define the behaviours that are expected

of everyone who works for BP

Renewing awareness of BP’s values

Our values are there to guide us in everything
we do, and the events of 2010 renewed our
focus on the need for a shared understanding
of what we believe, how we behave and what
we aspire to do as a company. Our experience
especially highlighted the importance of
long-term thinking, collaboration across teams
and the humility to learn lessons and listen

to others.

With these aims in mind, we are
reviewing the way we express BP's values
and the content of our leadership framework
with a goal of ensuring they support our
aspirations for the future, align explicitly with
our code of conduct and translate into
responsible behaviours in the work we do
every day. We expect to carry out a
programme to renew employee and
contractor awareness of our values and the
behaviours everyone in BP needs to exhibit as
we work to reset our priorities as a company.

Our code of conduct

BP's code of conduct sets out standards of
behaviour for our employees, contractors and
suppliers. With clear and concise rules on
topics such as safety, child labour, workplace
harassment and political activity, it is designed
to help them do the right thing in a complex
business environment.

We periodically review the code to
ensure it continues to represent best practice
as a governance document and to provide
effective guidance on the risk areas BP faces
as a business. We deferred the update of the
code planned for 2010 so that the proposed
changes could be aligned with a strategic
review of BP's values and commitments after
the appointment of a new group chief
executive. We expect to release our refreshed
code of conduct to our workforce in 2011.

Speaking up

We encourage employees to speak up and
voice their concerns. We are committed to
providing our employees and contractors with
a working environment in which they are
unafraid to speak up about behaviours that
could be in breach of our code of conduct or
the law.
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Workers in Tangguh, Indonesia

We expect everyone who works for BP

to ask questions or report any concerns they
have about risky or unethical behaviours
among our employees, contractors and
business partners.

Anyone who in good faith seeks advice,
raises a concern or reports misconduct is
following our code of conduct. BP will not
tolerate retaliation against that individual.
Retaliation claims are taken seriously,
investigated and appropriate action is taken
if retaliation is proven.

In 2010, 742 cases were raised through
OpenTalk, with the most common issues
relating to employment matters.

Enforcing code of conduct compliance

In 2010, our businesses reported 552
dismissals for non-compliance or unethical
behaviour, compared with the previous year's
524 dismissals. This excludes dismissals of
staff employed at our retail service station
sites, for incidents such as thefts of small
amounts of money. Violations of health,
safety, security or environmental
requirements accounted for over 40% of
these dismissals, reflecting our emphasis on

holding people accountable for safe operating.

In 2010, BP terminated or did not
renew 14 suppliers’ contracts, compared
with 30 contracts terminated in 2009 and
22in 2008.

Our code of conduct
bp.com/codeofconduct
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Code of conduct

Health, safety, security and environment
Rules for a safe and secure workplace and a

responsible environmental impact

Employees

Expectations for employee behaviour, from
respectful treatment of co-workers to our policy
on child and forced labour

Business partners
Guidelines on the giving and receiving of gifts, how
to avoid conflicts of interest and other topics

Governments and communities

How we interact with governments and communities,
from preventing bribery and corruption to our policy
on political activity

Company assets and financial integrity
Guidance on how to protect the physical, intellectual

property and financial assets of BP
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The fact that 552 employees were
dismissed in 2010 for breaches of the

BP code of conduct and 14 contracts
were terminated shows that first, the
code is taken seriously by BP management
and second, that a significant number of
employees did not think it important enough
to implement. There is clearly work to be
done in continuing to raise awareness and
provide meaningful training.
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How we operate

Qur employees BP's sustainability as a company depends
on the skills, commitment and behaviours of our employees in

every country where we operate

How we manage workplace goals

Strengthening safety, compliance and risk
management across the group depends on
the actions our people take daily in their roles.

Ultimately, the group chief executive and
BP’s executive team have responsibility for
setting policy relating to our 79,700 employees
working in more than 70 countries. They do this
through the group people committee, which
meets regularly to review policy decisions
relating to employees. In 2010, the committee’s
agenda included senior-level talent reviews and
succession planning, new hire and promotion
assessments, leadership training, and reward
strategy, including the structure and operation
of incentive programmes.

We are reviewing how we incentivize
business performance. For example, in light
of the Deepwater Horizon accident, we
are introducing a refreshed performance
management and reward strategy that further
strengthens the focus on safety within
performance reviews to encourage excellence
in safety and operational risk management.

Sustainable workforce

The energy industry is facing a growing skills
gap, and BP is addressing this issue in several
ways. We are reaching out to students, in
the hope of inspiring more young people to
choose a career in the energy industry. We
have refined our recruitment programmes
with a greater emphasis on hiring people with
sought-after technical and specialist skills,
especially those who are at the start of their
working lives and, therefore, can grow and
contribute over many years in the industry.

We are also expanding the technical
skills of our employees through training and
development. For example, we have put in
place 10-year career development plans for
each of our petro-technical disciplines. Each
plan identifies the training, job experiences and
assessments that employees will need over
the short and long term. More than 21,000
participants in 42 countries have now taken
part in our group-wide suite of management
development programmes, Managing
Essentials, since it launched in 2007.

We aim to treat employees affected by
mergers, acquisitions and joint ventures fairly
and with respect, through open and regular
communication. As part of the divestment
programme following the Deepwater Horizon
incident, BP has been seeking the same or
comparable pay and benefits for employees
transferring to other companies.

Diversity and inclusion

At BP, workplace inclusion means making
sure we have a meritocracy where people
succeed based on their skills and capabilities.
[t is about building a workforce that looks
and feels like part of the societies and
communities in which we operate.

All businesses are required to develop
an action plan based on analysis of the
diversity and inclusion (D&l) issues most
relevant for their particular area of
responsibility. Some of the areas covered in
recent D& plans include providing the right
conditions for all employees (regardless of
gender) to advance into senior positions,
safeguarding and promoting the rights of all
minorities, and building the pipeline of local
national talent. Delivery of the plan is part of
segment leaders’ performance contracts.

We are training 6,000 senior BP leaders
in D& principles through a training module
called Owning Our Diversity Agenda.
Participants confront situations that challenge
their notions of what it means to be diverse
and inclusive. In 2010, we trained about 3,000
BP leaders in the US and UK, and we expect
to train all group-level and senior-level leaders
around the world by the end of 2011.

No tolerance for inappropriate
behaviour

BP has a clear no-tolerance policy in relation
to abusive behaviours. Our code of conduct
explains behaviours we expect from our
employees, including rules intended to
prevent any form of harassment or abuse.

Our leaders in the US have taken
decisive action in response to some instances
of offensive graffiti and other reported acts of
intolerance at our operational facilities. A task
force was set up in 2010 to develop proposals
on the prevention of further incidents,
working with national organizations, such as
the Center for Prevention of Hate Violence.
The BP America board reviewed the task
force's recommendations, and work is under
way to take them forward.

Other actions included requiring
contractors at BP refineries in the US to
formally commit to the rules set out in our
code of conduct, training in the code of
conduct for around 2,000 refinery contractors,
and the pilot of a new Respect at Work training
module for managers at two BP refineries.

Women in BP
(% at each organizational level)

Group leaders

B Managers
W Other
40
30
20
10
2007 2008 2009 2010
Diversity in group leadership
(%)
M Non US/UK 50
B Women
40
30
e
] 20
\
10
2006 2007 2008 2009 2010

Our employees
bp.com/employees

=l

BP Sustainability Review 2010 19


http://www.bp.com/sectiongenericarticle800.do?categoryId=9036190&contentId=7066909

How we operate

Stakeholder engagement Constructive
dialogue with stakeholders helps BP to make responsible

and sustainable decisions
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Talking with community leaders in Pensacola, Florida, US

We talk with stakeholders in many ways and
at many levels, from the queries that reach us
via our website to face-to-face meetings with
investors, governments and regulators,
customers, employees, community groups
and others.

We are setting up an independent
advisory group to provide external advice and
challenge on environmental and sustainable
development issues, taking into consideration
their linkage to BP's strategy and activities.

Local communities

Engaging with local communities is a vital
element of our work. As our code of conduct
says, our aim is that the communities where
we operate ‘properly benefit from our
presence’. Talking with local people and other
stakeholders helps us to define what this
means for each operation. It also helps us
more fully understand the potential
environmental and social impacts of what
we do.

In Alaska, for example, a designated
staff member facilitates engagement
between company staff, communities and
other stakeholder groups on the North Slope,
and runs a variety of activities during the
year. Many questions are addressed through
operational updates to local government
which are sometimes broadcast on local
radio. We also publish a newsletter for
local households.

Shareholders and analysts

We recognize a responsibility to keep our
shareholders and the investment community
informed about our progress as a group,

including providing opportunities for regular
dialogue and feedback. Our engagement in
this area is well developed and follows our
commitment to go beyond our statutory
requirements as a listed company.

For example, after the Deepwater
Horizon accident in 2010, our communications
strategy was to be as transparent as possible
and keep the information flow constant.

We made regular announcements to the
market. We kept our shareholders and
analysts informed through meetings with
senior executives, including the chairman
and the group chief executive.

BP has a dedicated area on its
website, www.bp.com/sri, where we
respond to sustainability-related queries
from our investors.

Governments and regulators

BP engages with governments on many
fronts, from consulting on environmental and
social impact studies to understanding our
tax liabilities and collaborating on community
or entrepreneurial initiatives. In some places,
we work in partnership with governments
through production-sharing contracts.

We also engage directly with
governments in the US, Europe and elsewhere
on issues that we believe are essential to the
energy future. We seek to do this engagement
in an open and transparent way. For example,
BP was the first oil and gas company to
register under the European Commission’s
voluntary lobbying register and code of conduct.

Engagement after the Deepwater
Horizon accident

We engaged with stakeholders in many
different ways in the months after the

Gulf of Mexico incident. In addition to our
efforts to communicate with the affected
Gulf Coast communities and listen to and
address their concerns, we met with
government officials, NGOs and investors,
queried our customers' views via interviews
and other research, and consulted with
companies in our industry for technological
collaboration and advice. We recognize the
value and importance of continuing to
engage with these stakeholders.

Judy Kuszewski
Corporate
sustainability

expert

One thing that seems apparent is that
stakeholder engagement fell off in recent
years, and BP has had a massive need to
re-establish it in the last months. Open
engagement is essential to rebuilding trust.

What stakeholders have been

telling us

Many stakeholders — from non-governmental

organizations (NGOs) to investors, from

governments to community leaders —

expressed their concerns with BP in 2010.

They urged BP, among other things, to:

® Involve NGOs in the Gulf of Mexico
restoration efforts.

e Play a positive role in the development
of new industry deepwater regulations.

e Clarify how its internal carbon pricing helps
to address the issue of GHG reductions.

e Clarify why it exited the US Climate Action
Partnership.

e Explain its public lobbying activities.

e Be factual and transparent in its social
and environmental reporting.

e Provide a clear roadmap on its approach
to the energy future.

Stakeholders
bp.com/stakeholders
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How we operate

Human rights We recognize that our operations can impact
people and communities in ways that relate to human rights.
BP categorizes the issues into three broad headings: employees,

communities and security

We have taken steps to incorporate respect
for human rights into our management
practices and governance. For example, our
code of conduct describes our commitment
to fair employment and equal employment
opportunity and to conducting open and
transparent dialogue with communities.

Our operating management system
includes practices for our major projects

on rights-related topics, such as security
arrangements for our sites and engagement
with indigenous peoples.

Employees

BP understands that with the employment
of almost 80,000 employees, as well as an
extensive contractor workforce, comes the
responsibility to be vigilant in relation to
potential labour rights issues, including
forced labour, child labour, the right to
non-discrimination, and the rights of the
workforce to collective bargaining.

Our guidelines for managers and
employees on these issues follow guidance
from the UN Global Compact, industry
practice, BP's own experience, and national
and international law.

Our code of conduct and group human
resources policies include clear rules for BP
managers in relation to equal opportunities.
For example, managers are required to make
sure their decisions regarding recruitment
selection, development and advancement of
employees are based on merit rather than
factors such as race, colour, religion, gender,
age, national origin, sexual orientation, gender
identity, marital status or disability.

Communities

Our presence can have a significant impact on
communities in which we operate, including
affecting the livelihoods of local residents. For
this reason, we require certain new projects
to consider community impacts in their early
screening for social and environmental
impacts and to further examine this issue in
the detailed impact assessments they carry
out before any work begins.

We recognize that the Gulf of Mexico
oil spill affected the livelihoods and local
business sectors in Gulf Coast communities.
Having worked among these communities for
many years, we understood the economic
impacts of the oil spill. We have made
investments to help the region recover and
have committed to meet all legitimate claims
from individuals and businesses.

Security

BP is committed to protecting our people
and facilities in a manner that upholds respect
for human rights. BP worked with other
companies from our industry, as well as
NGOs and the US and UK governments, to
develop the Voluntary Principles on Security
and Human Rights.

We use the Voluntary Principles as a
framework for assessing whether human
rights issues are likely to arise in relation to
our security arrangements in a country and
ensuring that appropriate precautionary steps
are taken.

In some locations, BP relies on private
security service providers, public security
organizations or a combination of the two
to protect our employees and facilities. We
have developed a set of standard contractual
clauses to help ensure our private security
providers act consistently with the Voluntary
Principles. We have supported Voluntary
Principles-related training courses for both
private and public security, covering human
rights law and practical instruction on
relevant topics.

For example, in 2010 we commissioned
an external assessment of our security
arrangements in Iraq and we started an
initiative to inform local communities around
our LNG facilities in Tangguh, Indonesia,
about the security arrangements there.

Human rights
bp.com/humanrights
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Security checks on a vehicle in Colombia

BP and the UN Framework for
Business and Human Rights

BP has participated in discussions about
the development of a new human rights
framework led by Professor John Ruggie,
the UN Secretary General's special
representative for business and human
rights. The framework, which the UN
Human Rights Council unanimously
welcomed and the international community
accepted, outlines specific responsibilities
for businesses in relatio