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Our purpose

IS reimagining
energy for people
and our planet.

We want to help the world
reach net zero and improve
people’s lives.

We will aim to dramatically reduce carbon in
our operations and production and grow new
low carbon businesses, products and services.

We will advocate for fundamental and rapid
progress towards Paris and strive to be
a leader in transparency.

We know we don't have all the answers
and will listen to and work with others.

We want to be an energy company with
purpose; one that is trusted by society,
valued by shareholders and motivating
for everyone who works at BP.

We believe we have the experience and
expertise, the relationships and the reach,
the skill and the will, to do this.
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brings together all our key reports, including our
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Glossary

Like any industry, ours has its own unique language.

For that reason, words and terms marked with *
are defined in the glossary on page 337.
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Our investor proposition

Growing sustainable free cash flow
and distributions to shareholders over
the long term.

$8.3bn

total dividends distributed
to BP shareholders
(2018 $8.1bn)

6.9%

annual dividend yield
ordinary share
(2018 6.3%)
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Dear fellow shareholders,

As | write, the world is facing an
unprecedented set of challenges. The
coronavirus pandemic (COVID-19) is
spreading rapidly, with tragic conseguences
for many people across many geographies.
Global efforts to stop the virus are also
having significant economic consequences.
And in an oil market where demand has
fallen, supply has sharply increased.

Though unprecedented, a global energy
company like BP should be prepared for
such challenges.

BP is indeed prepared. Our global
operating structure and long time-
horizons are intended to mitigate the
effect of near-term shocks. That is how
BP has approached shocks and volatility
in its 110-year history, and that is how
we will approach this storm too. In
particular, the past decade has given
BP unique experience in successfully
handling crises — and we enter this one
even better prepared.

But in this world of change, BP itself is also
changing. We enter a new decade with a
new company purpose: to reimagine
energy for people and our planet. WWe have
also set a new ambition: to become a net
zero company by 2050 or sooner, and to
help the world get to net zero. And to lead
and deliver on both we have a new chief
executive officer, Bernard Looney, who
took on the role on 5 February 2020.

Evolving for an uncertain world

This is a new direction for BP, and it is only
possible because of the foundation laid by
Bob Dudley. Bob served as BP's group
chief executive with distinction for almost
a decade, and he and his team deserve
our considerable thanks for guiding BP to
a position of operational and financial
strength and deepened resilience.

At these times, BP’s 110-year history of
navigating uncertainty is also reassuring.
Your company has anticipated and
responded to change many times over.
Indeed, throughout 2019 your board has

focused on evolving BP’s strategy and
portfolio to address the challenges of
tomorrow. This focus has included
ensuring the smooth transition in
leadership from Bob to Bernard, followed
by regular engagement by the board with
Bernard and his new leadership team to
develop BP's purpose and net zero
ambition. This is a process which has
been supported by our dialogue with
investors, governments, employees

and other key stakeholders.

Our enduring commitments

BP is now set for a future that is different

to its past, but some things won't change.
BP's values-based culture will be maintained
and further developed. BP’s purpose and
ambition reflect its culture, and together
they position BP well to develop as an
increasingly sustainable company.

Our commitment to safe and reliable
operations will remain paramount. BP’s
safety performance has seen near
continuous improvement since 2010, and
we must continue to learn and improve.
We believe that the new organizational
structure BP set out last month will help
to reinforce this commitment.

As well as our enduring commitment
to safety, BP's commitment to its
relationships and partnerships will not
change, including with governments
around the world. BP intends to use its
energy market experience, skills and
technology to help countries, cities and
corporations decarbonize, while at the
same time building a thriving, lower
carbon energy business.

BP’s new ambition also gives us extra
reason to maintain the capital discipline
and focus that has served the company so
well. We can only reimagine energy if we
generate the cash needed to manage the
balance sheet, invest in new low carbon
businesses, and continue to pay the
dividend on which you, our owners, depend.
That is how we will meet our ambition. It is
something that |, together with the BP
board, look forward to working on with
Bernard and his executive team.

Strategic report

Our focus throughout 2020

One of the focal points for the board in
2020 will be BP’s capital markets day

in September, when Bernard and his
leadership team wiill lay out more detail
about the strategy, near-term targets and
ways to measure progress. It will be the
moment the vision and ambition set out in
February becomes much more concrete.
We will do this while ensuring that we
maintain a strong focus on high quality and
efficient operations and on delivering the
promises we have made to our investors

My thanks to you all

In addition to thanking Bob, two other
departing senior leaders deserve a special
mention — chief financial officer Brian
Gilvary, who has decided to step down from
the board in June after eight years in the job,
and Downstream chief executive Tufan
Erginbilgic, who leaves BP at the end of
March. On behalf of the board, | extend my
thanks and my deep appreciation for the
profound contributions they each made
during an important period for the company.

Of course, each of our employees has a
very important role to play in BP's progress,
and they should be recognized. On behalf
of the board | extend my sincere thanks to
all our people for a job well done in 2019.

Today, BP’s engagement with its
customers, suppliers, shareholders,
employees and others is wider and deeper
than ever, but it has to further develop as
we progress on our journey. | therefore want
to use this opportunity to thank you, BP
shareholders, for your continued support
and engagement during 2019, including
through your votes at our AGM in May. Your
challenge and input have been important in
our effort to set a new strategic direction.

| look forward to continuing our dialogue.

Helge Lund
Chairman
18 March 2020
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Chief executive
officer’s letter

Dear fellow shareholders,

As we publish this report, the world is
working through extraordinarily difficult
times. Countries around the globe are
battling the coronavirus pandemic
(COVID-19). People's lives are being
hugely disrupted, with tragic
consequences for many. The financial
markets are reflecting the disruption and
our sector is particularly hard hit, not just
by a virus-related shock to demand but by
a supply-side shock as well.

At BP, we are taking calm and deliberate
actions for the well-being of our people
and the health of your company. \We do
so with a robust balance sheet, strong
liquidity and the flexibility in our portfolio
and financial framework that provide us
with options.

A resilient company

This resilience is a tribute to Bob Dudley’s
leadership over the past decade.
Following the Deepwater Horizon
accident, Bob's steady hand has guided
BP through recovery and back to growth
as a safer, stronger and more disciplined
company — one that has delivered
consistently for 12 consecutive quarters
on the plan we put forward in 2017.

¢ \We made an underlying profit of
$10 billion in 2019.

e Operating cash flow was strong at
$26 billion for the year.

e That gave us the confidence to increase
our dividend, which currently stands at
10.5¢ per ordinary share.

During 2019, two colleagues sadly lost
their lives while working at BP. My heart
goes out to their families and friends. We
must learn from these tragedies and
continue to make BP safer. | believe that
we can build on progress that last year
saw our lowest-ever figure for BP people
getting hurt at work (our recordable injury
frequency measure).

Profit attributable to
BP shareholders

$4.0bn

Nearest GAAP equivalent
to underlying profit.
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Reimagining and reinventing energy
In February, we announced a new
purpose for BP, and a major reorganization
to deliver our new ambition to be a net
zero company by 2050 or sooner and help
the world get to net zero.

The current market shocks only reaffirm
the need for this reimagining of energy and
reinvention of BP. Our current upstream-
downstream structure has served us well
for over a century, but | believe we now
need a different model for the rapidly
changing demands of the future. \We need
an agile, highly integrated structure that is
more focused than ever on our core
capabilities in operations, customers, low
carbon and innovation. The leadership team
is working with the board to develop this
structure, along with a new strategy and
near-term targets, which we intend to
share with you in September 2020.

| see huge opportunity for BP given our
distinctive combination of reach,
resources and relationships. The world will
need to invest trillions of dollars in new
energies over the next several decades.
We have the skill and the will to help the
world deliver a rapid energy transition.

Performing while transforming

This may be our most wide-ranging
reorganization for more than a century, but
| want to assure you of our commitment
to perform as we transform. Among many
significant changes, however, there will be
no change to the fundamental principles
that have served us well over the last
decade and which apply equally in low
price environments as well as high.

Above all, our commitment to safe and
reliable operations remains unchanged.
Safety will always be a BP core value and
we believe that the new structure we are
introducing will further strengthen our
safety performance.

Our investor proposition will remain
unchanged as we lay out new near-term
plans later this year. This includes our
commitment to growing sustainable free
cash flow and returns to shareholders
over the long term.

We will continue to maintain a strong
financial frame, including a focus on
deleveraging our balance sheet and
staying within a disciplined frame for our
capital expenditure.

And now, more than ever, we will focus
on managing costs, pursuing efficiencies
and driving waste out of the system.

A force for good and competitive returns
This new decade is a pivotal time for BP.
We will continue to be an energy business,
but a very different kind of energy business
in years to come. We may not get
everything right along the way and will
need to listen and learn from others, not
least you, our owners.

But with your continued support we
expect to become leaner, faster-moving,
lower carbon —and more valuable.

Our destination is a thriving, sustainable
energy business in a net zero world. One
that is a motivating and inspiring place to
work for our employees. That is wanted
as well as needed by society. And one
that is valued by you, our shareholders, as
a force for good as well as a provider of
competitive returns.

Bernard Looney
Chief executive officer
18 March 2020



Our purpose is reimagining energy
for people and our planet. This will
frame our thinking, our activities
and our interactions.

Introducing a new structure, new
leadership team and new ways

of working.
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Our commitment to safe and
reliable operations remains
unchanged. And our investor
proposition remains unchanged.
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Our ambition is to be a net
zero company by 2050

or sooner and to help the
world get to net zero.

Our ambition for the energy transition

Pursuing a strategy that is Responding to increased shareholder interest
consistent with the Paris goals
) . In 2019 the board recommended that The CA100+ resolution, which requires BP
The world needs a rapid transition to net . : .
. . shareholders support a special resolution to respond to a number of different elements,

zero and to reimagine the global energy S . ; ) o
system. This presents an opportunity for requisitioned by Climate Action 100+ passed with more than 99% of the vote.

) (CA100+) on climate change disclosures. These responses are contained throughout

BP to provide the cleaner energy the

this annual report.
world wants and needs. P

We see opportunities in helping the The CA100+ resolution, which includes safeguards such as for commercially confidential and
world decarbonize through new competitively sensitive information, is on page 337. Key terms related to this resolution response
business models and creating cleaner are indicated with * and defined in the glossary on page 337. These should be reviewed with
cities. We plan to provide more the following information.
information on our future S‘trategy and Element of the CA100+ resolution Related content Where
near_—term plans at our capital markets Strategy that the board considers in good faith Our strategy 16
day in September 2020. to be consistent with the Paris goals.
n For more information about how we How BP evaluates each new material capex investmentx  Our investment process 19

believe our current strategy is consistent  for consistency with the Paris goals and other outcomes

with the Paris goals, see page 17. relevant to BP's strategy.

Disclosure of BP's principal metrics and relevant Measuring our progress 17

targets or goals over the short, medium and long
term, consistent with the Paris goals.

Anticipated levels of investment in: Financial framework 18
(i) Oil and gas resources and reserves
(i) Other energy sources and technologies.

BP's targets to promote operational GHG reductions. Sustainability 40

Estimated carbon intensity of BP's energy products Sustainability 40

and progress over time.

Any linkage between above targets and executive pay Directors’ remuneration report 100

remuneration. 2019 annual bonus outcome 105
2020 remuneration: Policy on a page 110
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This is supported by 10 aims, which when taken
collectively, set out a path that we believe is
consistent with the Paris goals.

Five aims to get BP to net zero

Strategic report
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Aim 1is to be net zerox
across our entire operations
on an absolute basis by
2050 or sooner. This aim
relates to Scope 1 and 2 GHG
emissions.

n For more on our
operational emissions,
see Sustainability,
page 40.
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Aim 2 is to be net zero on
an absolute basis across
the carbon in our upstream
oil and gas production by
2050 or sooner. This aim
relates to Scope 3 emissions,
and is on a BP equity share
basis excluding Rosneft.

ﬂ See Sustainability,
page 40.
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Aim 3 is to cut the carbon
intensity % of the products
we sell by 50% by 2050 or
sooner. This is a lifecycle
carbon intensity approach,
per unit of energy. It covers
marketing sales of energy
products and potentially, in
future, certain other products
e.g. associated with land
carbon projects.

ﬂ See Sustainability,
page 40.

Five aims to help the world get to net zero

gjfﬁﬁﬁ
Aim 4 is to install methane
measurement at all our
existing major oil and gas
processing sites by 2023,
publish the data, and then
drive a 50% reduction in
methane intensity of our
operations. And we will work
to influence our joint ventures

to set their own methane
intensity targets of 0.2%.

n See Modernizing the
whole group, page 31.

Aim 5 is to increase the
proportion of investment
we make into our non-oil
and gas businesses. Over
time, as investment goes up
in low and no carbon, we see
it going down in oil and gas.

frlvecalivg

Aim 6 is to more actively
advocate for policies that
support net zero, including
carbon pricing. We will
stop corporate reputation
advertising campaigns and
re-direct resources to promote
well-designed climate policies.
In future, any corporate
advertising will be to push

for progressive climate policy;
communicate our net zero
ambition; invite ideas; or build
collaboration. We will continue
to run recruitment campaigns
and advertise our products,
services and partnerships —
although we aim for these to
increasingly be low carbon.

n See bp.com/sustainability.

Jieatiizig

Aim 7 is to incentivize our
global workforce to deliver
on our aims and mobilize
them to become advocates
for net zero. This will include
increasing the percentage

of remuneration linked to
emissions reductions for
leadership and around
37,000 employees.

n See Directors’
remuneration report,
page 100.
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Aim 8 is to set new
expectations for our
relationships with trade
associations around the
globe. We will make the

case for our views on

climate change within the
associations we belong to and
we will be transparent where
we differ. And where we can't
reach alignment, we will be
prepared to leave.

n See Sustainability,
page 49 and bp.com/
tradeassociations.

oGP e Cy”
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Aim 9 is to be recognized
as an industry leader for
the transparency of our
reporting. On 12 February
2020, we declared our support
for the recommendations of
the Task Force on Climate-
related Financial Disclosures
(TCFD). We intend to work
constructively with the TCFD
and others — such as the
Sustainability Accounting
Standards Board — to develop
good practices and standards
for transparency.

n See Sustainability,
page 44.

.

Aim 10 is to launch a new
team to create integrated
clean energy and mobility
solutions. The team will
help countries, cities and
corporations around the
world decarbonize.
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2019 at a glance

Our scale, our reach and range of activities,
from exploration to refining and biofuels to solar,
make us a truly global energy provider.

This section gives an overview of BP's structure, scale and performance
in 2019. For details of our future structure, see pages 15 and 80.

Upstream

Responsible for oil and natural gas exploration, field development
and production, gas and power marketing and trading activities.

Replacement cost (RC) profit Underlying RC profit
before interest and tax before interest and tax*
$4.9bn $11.2bn

(2018 $14.3bn) (2018 $14.6bn)

Rosneft

We have a 19.75% shareholding in Rosneft, one of
Russia’s largest oil and gas companies, which has
both upstream and downstream operations.

RC profit before Underlying RC profit
interest and tax before interest and tax
$2.3bn $2.4bn

(2018 $2.2bn) (2018 $2.3bn)

Other businesses
and corporate Downstream

Comprises our Alternative Energy business as Comprises the manufacturing and marketing of fuels, lubricants, and
well as a number of corporate activities. petrochemicals, as well as our oil integrated supply and trading function.
RC loss before Underlying RC loss RC profit before Underlying RC profit

interest and tax before interest and tax interest and tax before interest and tax

$(2.8)bn $(1.3)bn $6.5bn $6.4bn

(2018 $(3.5)bn) (2018 $(1.6)bn) (2018 $6.9bn) (2018 $7.6bn)

BP Annual Report and Form 20-F 2019
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Scale Performance Advancing low carbon

We are an integrated energy business. We Our 2019 performance has helped us We are committed to advancing a low carbon

have operations in Europe, North and South deliver for our shareholders and other future. We will aim to dramatically reduce

America, Australasia, Asia and Africa. stakeholders, including energy carbon in our operations and in our production,
consumers worldwide. and grow new lower carbon businesses,

products and services.

70,100 93 >20

employees tier 1 and 2 process safety events* years in renewable businesses
(2018 73,000) (2018 72)

/9 $4.0bn >$500m
countries profit attributable to BP shareholders invested in low carbon activities in 2019
(2018 78) (2018 $9.4bn)

19,341 $10.0bn >/ 500
million barrels of oil equivalent — underlying RC profit* BP Chargemaster charging points in the UK
group proved hydrocarbon reserves? (2018 $12.7bn)

(2018 19,945mmboe)

18,900 94.9% 13

retail sites downstream refining availability * countries where Lightsource BP
(2018 18,700) (2018 95.0%) is active

3.8

million barrels of oil equivalent per day
— group hydrocarbon production®
(2018 3.7mmboe/d)

a Onacombined basis of subsidiaries* and equity-accounted entities.

See key performance indicators on page 32.
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Global context

Many forces and trends are fundamentally changing
the business environment, creating uncertainties and
influencing the way we operate. WWe monitor these
trends closely and explore the forces shaping the

global energy transition.

Megatrends

The exact pace and nature of the
energy transition is unclear, but it
is clear that the market for our
products is changing. Megatrends
affecting our industry include:

Growing global concern over
climate change

Rapidly advancing digital
technology, affecting all
aspects of economic activity

Increasing prosperity in the
emerging world driving
economic growth

Changing societal expectations
of corporations

Shifting geopolitical trends as
trade, economies and
relationships change over time

Growing global concern over
climate change is a key driving
force among these trends. The
way the world responds to this,
and the resulting impact on

the energy sector, is the most
significant uncertainty we face.

BP Annual Report and Form 20-F 2019

BP Energy Outlook 2019

Scenarios

¢ Evolving transition: assumes that government
policies, technology and social preferences
continue to evolve in a manner and speed seen
over the recent past.

e Rapid transition: envisages a more rapid
transition to a lower carbon energy system,
through a reduction in emissions stemming from
greater energy efficiency, fuel switching and use
of carbon capture, use and storage (CCUS).

Our Outlook explores the forces shaping the
global energy transition out to 2040 and the
key uncertainties surrounding it. The 2019
Outlook considers a range of scenarios. They
have some common features, such as ongoing
economic growth and a shift towards a lower
carbon fuel mix, but differ in terms of policy,
technology and behavioural assumptions.

n For more information see bp.com/energyoutlook.
The BP Energy Outlook 2020 will be published
later in the year.

Global carbon emissions
(GtCO,)
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Source: BP Energy Outlook 2019



Strategic report

The transition envisaged in the 2019 Outlook

The world economy continues to grow, Demand for energy is set to

driven by increasing prosperity grow significantly

¢ The global population grows by 1.7 billion, ¢ Global energy demand increases by about
reaching close to 9.2 billion people in 2040. 20-35% by 2040 in the different scenarios.

e The global economy more than doubles over e The vast majority of demand growth comes
the next 25 years, with twice as much from developing economies to support their
economic activity in 2040 than we see today. industry and infrastructure and allow living

e The emergence of a large and growing standards to keep improving.

middle class, particularly in emerging Asia,
is an increasingly important force shaping
growth and energy trends.

The key dimensions of the energy transition

To meet the Paris goals, we believe the world must take strong action on a range of fronts.

Switching to lower or zero carbon liquid
and gaseous fuels, particularly in areas
such as heavy transport.

Improving energy efficiency, to
decouple energy demand growth
from growing prosperity.

Rapid growth in renewable energy and
other low or zero carbon energy sources.

Deploying carbon-removal technologies,
such as CCUS, at scale.

Increasing the share of electricity in Promoting natural climate solutions,
final energy use and decarbonizing including the management and restoration
power generation. of habitats, and the role of carbon credits.

S|P @
Ve |et] XK

But carbon emissions need to fall sharply

e There is a growing commitment around
the world to move to a pathway consistent
with meeting the climate goals of the
Paris Agreement?.

e To help achieve this, the world needs to
transition to a lower carbon energy system.

The pace at which the transition can be
achieved and the precise mix of elements
is uncertain.

There are many possible pathways to meeting
the Paris goals and we use different scenarios
to explore this uncertainty. WWhen we evaluate
the consistency of our new material capex
investments with the Paris goals, we
consider a range of different possible
pathways and scenarios, see page 21.

a Paris Agreement: (1) Article 2.1(a) of the Paris Agreement states the goal of ‘Holding the increase in the global average temperature to well below 2°C above pre-industrial levels and pursuing
efforts to limit the temperature increase to 1.5°C above pre-industrial levels, recognizing that this would significantly reduce the risks and impacts of climate change.’ (2) Article 4.1 of the
Paris Agreement: In order to achieve the long-term temperature goal set out in Article 2, parties aim to reach global peaking of greenhouse gas emissions as soon as possible, recognizing
that peaking will take longer for developing country parties, and to undertake rapid reductions thereafter in accordance with best available science, so as to achieve a balance between
anthropogenic emissions by sources and removals by sinks of greenhouse gases in the second half of this century, on the basis of equity, and in the context of sustainable development and

efforts to eradicate poverty.
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The changing energy mix

Increased demand for energy is likely to be
met over the coming decades through a
diverse range of supplies including renewable
energy, oil and natural gas.

The energy mix is shifting as the transition to a
lower carbon energy system continues, with
renewable energy and natural gas gaining in
importance relative to oil and coal.

Scenarios

* Evolving transition: renewables and natural
gas account for almost 85% of the growth in
primary energy by 2040, with their
importance increasing relative to all other
sources of energy.

e Rapid transition: renewable energy grows
rapidly, accounting for more than the entire
increase in primary energy by 2040 —and a
sharp contraction in the use of coal. The
level of oil consumption falls, but gas
continues to grow aided by increasing use
of carbon capture, use and storage (CCUS).

What this means for oil and gas

The BP Energy Outlook 2019 considers a range
of scenarios for oil demand, with the timing of

the peak in demand varying from the next few

years to beyond 2040.

Despite these differences, the scenarios
share two common features. First, they
each suggest that oil will continue to play a
significant role in the global energy system
in 2040, with the level of oil demand in 2040
ranging from around 80Mb/d to T00Mb/d.
Second, significant levels of investment are
required for there to be sufficient supplies of
oil to meet demand in 2040.

Similarly there is a wide range of uncertainty
in relation to the role of gas in the energy mix
even in scenarios that achieve the Paris goals,
with different organizations using significantly
different assumptions. Those with a higher
proportion of CCUS see a higher demand for
gas, and in the outlook’s ‘rapid transition’
scenario, close to a third of natural gas in
2040 is being used in conjunction with CCUS.

12 BP Annual Report and Form 20-F 2019

Primary energy consumption by fuel
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Source: BP Energy Outlook 2019
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Achieving the Paris goals — a multitude of pathways

There are many different pathways to
achieve the Paris goals, with substantial
variation in the implied energy mix.

The Intergovernmental Panel on Climate
Change (IPCC) is the United Nations' body
for assessing the science related to climate
change. It is the leading source of data that
summarises the potential pathways to
achieve the Paris goals. The IPCC compiles
a database of the published results on
mitigation pathways from modelling teams
around the world.

The chart shows a range of modelled
pathways for carbon emissions from energy
and industrial use, collected by the IPCC,
that meet the long-term temperature goals
in the Paris Agreement, together with the
paths associated with two of BP's own
scenarios. The ‘rapid transition’ scenario
clearly sits well within the range. Also
highlighted is the ‘Sustainable Development
Scenario’ from the International Energy
Agency (IEA SDS), which is often cited

as a reference case for a scenario that is
consistent with meeting the Paris goals.

Global carbon emissions from energy use
(GtCO,)

40
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-20

1980 1990 2000 2010 2020 2030 2040 2050 2060 2070 2080 2090 2100

""" Energy Outlook 'evolving transition’
— |EASDS
= Energy Outlook ‘rapid transition’

Range of scenarios collected by the IPCC which
meet the long-term temperature goals of the
Paris Agreement

Source: Integrated Assessment Modeling Consortium (IAMC) 1.5°C Scenario Explorer and Data hosted
by International Institute for Applied Systems Analysis (IIASA), release 2.0. Scenario data has
been rebased to common starting point that matches the BP Energy Outlook history for 2015.

Global energy markets in 2019

The world economy grew at 2.4% in 2019,
reflecting slower growth in both advanced and
emerging economies, amid weakening trade
and investment. This was below the average
of around 3% seen over the past 10 years.
Growth in advanced economies was 1.6% in
2019 while in emerging markets was 3.5%?.

2020 volatility
There has been considerable market

Oil Natural gas

e Dated Brent* crude oil prices averaged e Gas spot prices dropped in all three
$64 per barrel in 2019 —a 9% decrease key regional markets in 2019.
from 2018 levels but almost 30% above ¢ Global consumption® growth slowed

the 2015-17 average.

e Global consumption® increased by
0.9 million barrels per day (mmb/d) to
100.1mmb/d for the year (0.9%) —a
slowdown from growth rates seen in the
prior two years as trade tensions slowed
global macroeconomic growth.

down in 2019 compared with the
exceptional growth in 2018, driven by
slower growth in both the US and China.

e Total gas production growth slowed

down in 2019, with the exception of the
US. Meanwhile, LNG trade increased
significantly during 2019.

volatility in the first quarter, compounded
by the coronavirus (COVID-19). We
expect the outlook for the year to remain
challenging, see pages 52 and 57.

e Global oil production remained flat at
100.5mmb/d, with growth from non-OPEC
countries offsetting supply restraint and
disruptions in OPEC countries.

n For more information on prices and margins
see pages 52 and 58.

®

World Bank Global Economic Prospects, January 2020.
IEA Oil Market Report, February 20200©.
JODI-Gas World Database, and IHS Markit: China Natural Gas Data Tables: February 2020 for China.

o o
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Our business model

We deliver a diverse range of energy products
and services to people around the world.

What
we do

Finding and
generating energy

o Y &

Repowering some
of our facilities

Venturing and low carbon
across the business

2@

New business models

Investing in innovative companies across
our value chain to help accelerate and
commercialize new technologies, products
and business models that we believe can
benefit BP and global energy systems.

\

Refining, manufacturing
and marketing

i & ¢

Delivering products
and services

Ml s ©

Using technology and

partnership to recycle
and reuse our products

Qo P

Finding additional resources and
replenishing our development options
with exploration and technology.
Developing and extracting oil and gas, and
seeking to extend the life of existing fields.
Generating renewable energy using
biofuels, biopower, wind and solar.

n More information

14

Upstream on page 50.
Downstream on page 56.
Other businesses and corporate on page 63.
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Transport and trading

SH DD

i & ¢

Producing refined petroleum products and
scaling up co-processing of lower carbon
fuels at our refineries.

Manufacturing and marketing lubricants
and petrochemicals products.

Developing technologies to help advance
the circular economy, such as BP Infinia,
which can recycle previously

unrecyclable plastics.

Al oo @

e Delivering fuels, fast electric-vehicle
charging and convenience retail services,
as well as premium and lower carbon
lubricants.

Supplying petrochemical products that
are used to make a range of products
including clothes and building materials.
Providing renewable power to industries
and local electricity grids.



Reinventing BP

Strategic report

On 12 February 2020 we introduced our ambition and aims with a new structure, a new leadership team, and new ways of working.

To deliver our ambition we are reinventing BP, retiring our existing model and replacing it with one that is more focused, more integrated and
faces the energy transition head on. One that can deliver for the changing demands of consumers, investors and governments.

Our new leadership structure is due to come into place on 1 July 2020 and is expected to be fully operational by 1 January 2021. The new
leadership will focus on four core capabilities: operations, customers, low carbon and innovation. These four highly focused business groups
will work with three integrators (sustainability and strategy; regions, cities and solutions; and trading and shipping) to facilitate collaboration
and unlock value. And four teams will serve as enablers of business delivery.

Business model
foundations

n For more information see bp.com/reimagine.

These are the things that every
energy business needs and are
critical foundations for what we
do and how we do it.

Safe and reliable

We value the safety of our workforce and focus on
maintaining a safe operating culture every day. This
culture of safety also improves the integrity and
reliability of our assets.

e 94.4% BP-operated upstream plant reliability *.
n See page 45.

What makes
us different

Partnerships and collaboration

We aim to build enduring relationships with our
key stakeholders, and partner with others to find
innovations that can improve efficiency and deliver
low carbon solutions.

e 20 years of collaboration with the world's
top universities.

Talented people

We work to attract, motivate and retain the best
talent the world offers and equip our people with the
right skills for the future. Our performance and ability
to thrive globally depend on it.

e 8th most desirable employer in the UK
on LinkedIn.

n See page 47.

Governance and oversight

Our board has a diversity of knowledge, expertise,
and ways of thinking that help us transition our
business, manage risks and continue to deliver
value over the long term.

e ~42% of the company’s board are women.

n See page 74.

Technology and innovation

New technologies help us produce energy safely and
more efficiently. We selectively invest in areas with the
potential to add greatest value to our business, now and
in the future, including building lower carbon businesses.

e >3,900 patents granted or pending across
the BP group in 2019.

These are the things we believe set us
apart from our peers and demonstrate
our distinctive ways of working.

Global energy trading

We combine expertise in physical supply and trading
and advanced analytics to deliver long-term value,
from wellhead to end customer. We trade a variety of
products such as crude oil, refined products, natural
gas, LNG, carbon products and power.

Abn

barrels of crude a year traded, equivalent
to 20% global traded oil.

‘Reduce, improve,
create’ framework

Our framework helps focus everyone in BP on our low
carbon ambitions. It encompasses activities across

the group to reduce emissions from our operations,
improve the products we offer to help customers
reduce their emissions, and create low or zero carbon
businesses to deliver more energy with fewer emissions.

0.14%

methane intensity in 2019.

n See page 40.

Distinctive customer offers

Our convenience partnerships provide customers
with a differentiated offer that includes fresh,

high-quality food and drink, such as M&S Simply
Food® in the UK and REWE to Go® in Germany.

~1,600

differentiated convenience partnership sites
across our network of around 18,900 retail sites.
Rosneft

partnership

Our share in Rosneft, one of Russia’s largest oil and gas
producers, gives us a stake in one of the largest and
lowest-cost hydrocarbon resource bases in the world,
with access to huge markets, both east and west.

19.75%

BP's stake in Rosneft.

n See page 61.
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Our strategy

We have established a track record
of operational and financial delivery.

This has helped create a strong
foundation for us to advance our
low carbon agenda as we work to
achieve our ambition to become
a net zero company by 2050 or
sooner and to help the world get
to net zerox.

Our strategy, which we set out in
2017, allows us to be competitive,
flexible and resilient while also
responding to a rapidly changing
energy landscape, with growing
expectations for us to adapt to
changing demands from
stakeholders.

We remain committed to managing
our portfolio for value, and investing
with discipline in flexible and
resilient options, which together
support our pursuit of a strategy
which we believe is consistent with
the goals of the Paris Agreement.

Following BP's new ambition and
aims, set out in February 2020, we
plan to announce more information on
how we intend to reimagine energy
and reinvent BP, while performing as
we transform, at our capital markets
day in September 2020.

BP Annual Report and Form 20-F 2019

Strategic
priorities

/[\
)
Growing
advantaged

oil and gas in
the Upstream

Invest in oil and gas,
producing both with
increasing efficiency
(lower cost, higher
margin and close to
markets), with a focus
on carbon.

n See page 25.

Supported
by our

low carbon
ambitions

Market-led
growth in the
Downstream

Innovate with
advanced products and
strategic partnerships,
building competitively
advantaged businesses
that deliver profitable
marketing growth

n See page 27.

Venturing and
low carbon
across multiple
fronts

Pursue new
opportunities to meet
evolving technology,
consumer and

policy trends.

n See page 28.

Modernizing
the whole group

Simplify our processes
and enhance our
productivity through
digital solutions.

n See page 31.

Embedded within

our strategy is our
commitment to advance
a low carbon future.

We plan to deliver this
across our entire
business through what
we call our ‘reduce,
improve, create’

(RIC) framework.

Reducing

emissions in
our operations

e Achieve zero net
growth in operational
emissions out to 2025.

e Make 3.56Mte of

sustainable GHG

reductions by 2025.

Target industry leading

methane intensity of

0.2%.

n For more information on our RIC framework,

see page 41.

Improving

our products

® Provide lower
emissions gas.

e Develop more
efficient and lower
carbon fuels,
lubricants and
petrochemicals.

e Grow lower carbon

offers for customers.

Creating

low carbon
businesses

Expand low carbon
and renewable
businesses.

Invest $500 million in
low carbon activities
each year.
Collaborate and invest
in the OGCl's $1bn+
fund for research

and technology.



Strategic report

Pursuing a strategy that is
consistent with the Paris goals

In February 2020 we set out our ambition to be
a net zero company by 2050 or sooner and to
help the world get to net zero. This is supported
by 10 aims which, when taken collectively, set
out a path that we believe is consistent with the
Paris goals, see page 7. One specific aim relates
to increasing the proportion of investment in
our non-oil and gas business. Over time, as

investment in low or no carbon activity increases,

we see investment in oil and gas going down.

Since 2017, when BP reset its five-year strategy,
we have pursued a way forward that is flexible
and adaptable to a range of energy and market

scenarios. These different scenarios are based on

a range of assumptions about policy, technology

and consumer behaviour, and supply and demand

changes. We do not know what path the energy

transition will take, so BP's strategy is intended to
be effective under a range of scenarios, and not a
single, deterministic view of the future —in short,

responsive to uncertainty.

We believe that our current strategy is consistent
with the Paris goals. This consistency has, at its

core, two key parts. And these remain relevant as
we work towards our net zero ambition and aims.

and advocating for progressive climate policies
to advance a low carbon future in support of the
Paris goals.

2019 examples included:

Launching a review of our climate-related trade
association memberships — read more on page 49.
Our aim going forward is to set new expectations
for trade associations around the globe.

Establishing a collaboration with DiDi to begin
building an electric-vehicle charging network in China.
Beginning the roll out of ultra-fast chargers across
BP forecourts in the UK and piloting ultra-fast
charging at Aral forecourts in Germany, bringing
charging time closer to the time taken to fill a tank.
Increasing our stake in Lightsource BP to create a
50:50 joint venture.

Expanding our biofuels business in Brazil by more
than 50% through a joint venture with Bunge to
create BP Bunge Bioenergia.

Installing continuous methane measurement at our
Khazzan central processing facility in Oman to help
quickly identify new leaks and reduce time taken
to respond.

Supporting well-designed carbon pricing, such as
the Washington State cap-and-invest bill. We aim
to advocate more actively for policies that support
net zero, including carbon pricing.

2. We believe that our strategy positions BP to
remain an attractive investment for current
and prospective shareholders throughout the
energy transition, including in a world that is
meeting the Paris goals. Our strong and
disciplined financial framework supports the
delivery of our strategy. This provides us with
a strong platform to deliver our purpose to
reimagine energy, and work towards our new
net zero ambition and aims.

n For more information on our investor
proposition and financial framework, see
page 18.

The role of the board

The board is responsible for setting the strategy
and has oversight of the overall conduct of the
group’s business. During 2019, the board
considered BP’s strategy at every board meeting.
This took into account the wider operating
environment and discussed strategic themes
relating to BP's purpose, including in relation to
the segments and key functions. The impact of
the lower carbon energy transition on the group's
business model was also reviewed and discussed
throughout 2019. As a result, the board considers
that the strategy allows us to be flexible to adapt
to market changes and scenarios to remain
consistent with the Paris goals.

n For more information on our strategy in action,

1. We are striving to play our part in meeting the see pages 24-31.

world’s energy needs in reliable, affordable and
lower carbon; and we intend to achieve this
through collaboration, technology, innovation

n For more information on the role of the board
in relation to climate governance, see page 42.
For the board’s activity in relation to strategy,
see Corporate governance on page 84.

Measu ring our progress Our group-wide principal metrics and relevant targets/goals

The CA100+ resolution requires us to disclose
the company'’s principal metrics and relevant
targets or goals consistent with the Paris goals.
We consider this to cover the principal metrics
used at group level to help monitor progress

on delivery of our strategic consistency with
the Paris goals — including our near-term °
RIC framework.

Reduce

e Zero net growth in operational emissions out to 2025.
e 3.5Mte sustainable emissions reductions* by 2025.
® 0.2% methane intensity.

RIC framework

n Sustainability, page 40.

Create
$500 million invested in low carbon activities annually.
(>$500 million in 2019).

e Collaborate and invest in OGCl's $1bn+ fund for
A number of these metrics and targets are research and technology.
relevant to the recommendations of the
Task Force on Climate-related Financial

Disclosures (TCFD).

Investment process (RCM) e Profitability index*.

. * Average operational carbon intensity *.
n Our investment process, page 22. 96 op ¥

Going forward, we are considering metrics to
support our ambition to be a net zero company
by 2050 or sooner, and to help the world get to H sustainability, page 40.
net zero. We plan to provide more information .
on our future strategy and near-term plans at
our capital markets day in September 2020.

Greenhouse gas emissions e Scope 1 and 2 emissions.

e Emissions from the carbon in our upstream oil and
gas production.

For further GHG metrics see bp.com/ESGdata.

Carbon intensity * Average emissions intensity of marketed energy products.

e Ratio of Scope 1 and 2 emissions: gross production.

B For more information on the TCFD, see page 42. H sustainability, page 40.

Remuneration e 2020 annual bonus scorecard target related to sustainable

) , ) emissions reductions.
n Directors’ remuneration report, page 100.
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Our investor
proposition

Our investor proposition is to grow
sustainable free cash flow and distributions
to shareholders over the long term.

We believe our strategy enables this
through a focus on safe, reliable and
efficient execution, leveraging our
distinctive portfolio, and disciplined
investment to support growing returns.

Our financial
framework

Safer

safe, reliable and
efficient execution

Fit for

the future

a distinctive portfolio fit
for a changing world

Focused
on returns

value based, disciplined
investment and cost focus

Growing sustainable free cash flow and distributions
to shareholders over the long term

We maintain a disciplined financial
framework, which underpins our strategy
and investment choices, and supports
growth in sustainable free cash flow,
returns and distributions to shareholders.

This discipline helps us maintain a
focused portfolio, which we believe is
resilient in the long run to many potential
outcomes and seeks to grow long-term
returns to shareholders.

Our capital frame is reviewed on an ongoing
basis. We believe that the continuing flexibility
it provides gives us the flexibility to pursue
our net zero ambition and aims, allocating an
increasing proportion of investment toward
lower carbon businesses over time. This will
help drive both the long-term resilience of
the portfolio and the creation of new value.
This is balanced against the pace of
development of these new lower carbon
business developments and levels of cash
flow generation.

In addition, our capital expenditure programme
has flexibility, which enables us to respond

to a low-price environment by reducing or
rephasing investment.
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We continue to expect to deliver the 2021
targets laid out three years ago.

We plan to increasingly focus our investment
on the highest-quality barrels and drive returns
and cash flow, not volumes. As a result, the
anticipated proportion of our investment that
goes to oil and gas is expected to change.

The CA100+ resolution requires us to disclose
(a) our anticipated investment in oil and gas
resources and reserves — this is anticipated

to be less in 2020 than it was in 2019, and

(b) our anticipated investment in other energy
sources and technologies — which is
anticipated to be significantly greater

than 2019 levels.

We also plan to provide more information
on this as part of our capital markets day
in September 2020.

2019 actual 2020 guidance

Upstream production excluding Rosneft

2.6mmboe/d

Lower than

2019

Organic capital expenditure x

Lower end of

$15-17bn

range

$15.2bn’

Depreciation, depletion and amortization

Slightly below

$17.8bn 2019

Gulf of Mexico oil spill payments

$2.4bn <$1bn

Other businesses and corporate average
underlying quarterly charge

$320m ~$350m

Underlying effective tax rate x

Below

36%" 40%

Nearest equivalent GAAP measures: i Capital expenditure*: $19.4bn.
ii Effective tax rate: 49%.




Our investment process

BP’s investments fall within
a governance framework.

This seeks to ensure investments align with
our strategy, fall within our prevailing financial
framework, and add shareholder value. The
governance framework also provides for
investments to be assessed consistently

and against a range of other outcomes
relevant to our strategy, including a range

of environmental and sustainability factors.

Investments follow an integrated stage gate
process designed to enable us to choose
and develop the most attractive investment
cases. A balanced set of investment criteria
are used, see page 20. This allows for the
comparison and prioritization of investments
across an increasingly diverse range of
business models.

The governance framework also specifies
that investments are tested against a range
of carbon prices for projected operational
emissions and subject to assurance by
functions independent of the business before
a final investment decision (FID) is taken.

n For more information on BP's governance
framework, see page 83.

Price assumptions

Investments are evaluated against a range

of alternative prices (central, upper and lower)
for oil, natural gas, refining margins and carbon
prices. These price ranges do not link to
specific scenarios or outcomes, but instead
try to capture the range of different
possibilities surrounding the future path of
the global energy system. The price ranges
refer to the long-run level of prices over the
next 20 years. The nature of the uncertainty
means that these price ranges inevitably
reflect considerable judgement. The ranges
are reviewed and updated on an annual basis
as our understanding and judgement about
the energy transition evolves.

Range of prices

Henry
Brentk? Hub*2 RMM*®
($/bbl)  ($/mmBtu) ($/bbl)
Upper case 90 5.0 17
Central case 70 4.0 14
Lower case 50 2.0 1
Carbon prices
($/tonne?)
Upper case 80
Central case 40
Lower case 0
a 2015 $real.
b Nominal.

Strategic report

Resource commitment meeting

For capital investments above defined financial
thresholds for organic or inorganic spend, the
investment approval is conducted by the
executive-level resource commitment meeting
(RCM), which is chaired by the chief executive
officer. The RCM reviews the merits of each
such investment case against a balanced set
of criteria and considers any key issues raised
in the assurance process.

The CA100+ resolution requires BP to disclose
how we evaluate the consistency of new
material capex investments* with (i) the Paris
goals and (ii) a range of other outcomes
relevant to BP's strategy. BP's evaluation of
consistency of such investments with the Paris
goals was undertaken by the RCM in 2019.

The role of the board

The board assesses the impact of portfolio
changes, such as strategic acquisitions and
the allocation of capital. They also consider
specific investment cases deemed sufficiently
material to warrant their attention, which have
been approved by the RCM.

n For more information on climate governance,
see page 42.
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Balanced investment criteria

For the purposes of evaluating consistency
with a range of other outcomes relevant to
BP's strategy, all group-wide investment
cases are required to set out the investment
merits in a standard format against a set of
balanced criteria.

Investments are considered against a range
of prices (upper, central and lower). All three
price assumptions place some weight on
scenarios in which the transition to a low
carbon energy system is sufficiently rapid

to meet the goals of the Paris Agreement,
as well as scenarios in which the transition
is not, or may not be, sufficiently rapid.
They also place some weight on a range
of other factors, which can drive prices,
and are not related to the goals of the
Paris Agreement.

In addition, investment cases are asked

to present scenarios covering a range of
variables, related to the economics of the
investment, such as cost, resource, policy
changes and schedule, to highlight the
robustness of investment cases to a range
of other factors.

This standardized approach creates a level
playing field for decision making and allows
portfolio wide comparisons of investment
cases. Further, the decision to endorse an
investment based on the information
provided represents BP's evaluation that
the investment is considered consistent
with a range of other outcomes, relevant
to BP's strategy.
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Investment
economics

Safety
and risks

Cash flow
certainty

Investment

criteria

Capability
and scale

Optionality

Environment

and

sustainability

Environment and sustainability

All investment cases are considered
against appropriate environmental impacts
and sustainability measures, including but
not limited to carbon. Investment cases
above defined thresholds for anticipated
annual greenhouse gas (GHG) emissions
from operations must estimate those
anticipated GHG emissions and include
an associated carbon price of $40/te
2015 $ real (and sensitivities of $0 and
$80) in the investment economics.

Investment economics

We consider investment economics against
a range of measures including profitability
index*, internal rate of return, net present
value, discounted payback, investment
efficiency, using a set of scenarios for
commodity prices, margins and carbon prices.
Investments are generally considered against
internal rate of return hurdles typically set in
the mid to high teens. Close attention is paid
to discounted payback as a measure of
commercial risk in the context of the energy
transition and profitability index as a measure
of capital efficiency.

Capability and scale

For all investment cases, we consider whether
they involve distinctive capability that BP has,
or intends to develop, and whether it adds to
an existing ‘scale’ business within the portfolio
or could help us create one.

Cash flow certainty

Economic metrics are also considered in

the context of the cash flow certainty of the
investment assumptions. For example, a high
return deepwater tieback will have less certain
and more volatile (oil price linked) cash flows
than a lower return but more certain renewable
power project with a long-term power purchase
agreement (and a fixed power price).

Safety and risks

Investment cases are required to describe
risks unique to the project which have a
significantly higher probability than usual or
have a significantly greater impact (relative to
the size of the project) were they to occur.

Optionality

All investment cases are requested to
quantify the strategic optionality that might
be accessed through follow-on activity.

For example, a greenfield offshore platform
may provide additional optionality to develop
nearby satellite fields in the future.




Strategic report

Evaluating new material capex investments for consistency

with the Paris goals

When evaluating the consistency of our 2019
new material capex investments* with the
Paris goals, a focus of the evaluation criteria
was on their competitiveness and financial
robustness as the prices of different forms of
energy and products adjust in response to the
changing market environment.

Sustained low-price environment

The 2019 evaluation was done in the context These price assumptions do not
of a ‘sustained low-price environment’, which correspond to a single specific ‘Paris-
assumes the lower price case for oil ($50/bbl?),  consistent’ scenario, but instead place

natural gas ($2/mmBtu?) and refining margins weight on a range of possibilities for how
($11/bbl (nominal)) together with the higher the demand for different forms of energy
carbon price ($80/teCO,?). may change in Paris-consistent pathways

and how this may affect future energy prices®.

Oil price (Brentx):

$50/bbl°

In many ‘Paris-consistent’ scenarios, global oil demand peaks within the next five years or so and falls
between 15-35% by 2040. Such a fall in demand, combined with the abundance of oil resources, would be
expected to lead to an increasingly competitive market for oil. But the extent to which these competitive
forces feed through into a sustained reduction in global oil prices is expected to be tempered by the
dependence of many oil-producing economies on oil revenues to support their wider economies.

For example, the IMF estimate that the fiscal break-even prices of the major Middle East and North African
oil exporters is close to $80°. We consider that the pace at which the major oil producing economies are
able to diversify their economies and so reduce the fiscally sustainable price at which they can produce oil
is likely to limit the extent to which oil prices can fall on a sustained basis over the next 20 years®.

US natural gas price (Henry Hubx):

$2/mmBtu?

The price of US gas (Henry Hub) is used as the main price for evaluating gas-based investments, either
directly for US-based projects or indirectly (via netback pricing relationships) for gas-based projects in other
parts of the world.

The outlook for natural gas in ‘Paris-consistent’ scenarios is more varied across different scenarios: some
point to global gas consumption increasing or remaining broadly flat over the next 20 years; others point to
gas demand peaking within the next five years and declining by 20-30% by 2040. These differences stem
in part from the extent to which natural gas is assumed to be used in conjunction with carbon capture, use
and storage (CCUS) projects, either in the power and industrial sectors directly, or to produce decarbonized
gas (in the form of ‘blue’ hydrogen). US natural gas prices will also depend on a number of supply-side factors,
such as: the extent to which productivity gains within shale gas continue to improve, and how quickly US
tight oil* production —and hence the associated gas produced as part of that production — peaks.

Refining marker margin* (RMM):

$11/bbl

(nominal)

The outlook for refining margins is most relevant when considering investments in refineries or closely
related activities.

Many ‘Paris-consistent’ scenarios provide less detailed information on the outlook for refined products and
refining activity. However, the significant falls in global oil demand envisaged in many of these scenarios
are likely to also be reflected in the demand for refined products. Indeed, some scenarios highlight the
expected growth in natural gas liquids (NGLs) and biofuels which suggest that refining activity might
decline by even more than the overall demand for liquid fuels. To the extent that falling demand for refined
products leads to over-capacity in the refining sector, this would be expected to lead to the least-efficient
refineries closing over time, raising the average efficiency of the remaining refineries and so reducing the
sustainable level of refining margins. However, the need for some refineries to continue to operate can

be expected to limit the extent to which refining margins can fall on a sustained basis.

Carbon prices:

$80/teCO,?

The outlook for carbon prices has both a direct and indirect effect on the evaluation of new material
investments. The direct effect relates to the operational emissions associated with different investment
projects: the greater the operational emissions, the greater the exposure to increases in carbon prices.
The indirect impact relates to the impact of carbon prices on the differential between retail and wholesale
prices for oil and natural gas. An increase in carbon prices can be expected to increase the differential
between retail and wholesale prices: potentially both dampening demand growth (due to higher retail
prices) and reducing the prices received by oil and gas producers (due to lower wholesale prices). The
direct effects associated with carbon prices are explicitly assessed within BP's investment evaluation
criteria, whereas the indirect effects are captured within the overall prospects for oil and gas demand

and the associated prices.

In many ‘Paris-consistent’ scenarios, carbon prices are used as a key policy instrument for accelerating
the transition to a low carbon energy system, with carbon prices (on a global basis) increasing to between
$100-200/teCO, by 2040. But in these scenarios, carbon prices are typically increased only gradually,

in part since this mitigates the costs to the economy of prematurely scrapping and replacing productive
assets. Hence, the average level of carbon prices in these scenarios over the next 20 years tends to be
significantly lower than the level they are projected to reach in 2040 or so. For example, in BP's rapid
transition scenario, carbon prices in developed economies are assumed to reach $200/teCO, by 2040,
but the average level of carbon prices between 2017 and 2040 in that scenario is around $75/teCO..

2015 $ real.

o o

To aid this analysis, we consider a range of scenarios which claim to be consistent with meeting the Paris goals including: IEA’s ‘Sustainable Development Scenario’, BEIS' ‘Low Prices’

case, Aurora Energy Research'’s ‘Two degrees’ scenario and MIT's ‘Paris to 2°C’ scenario.
¢ Regional Economic Outlook — Middle East and Central Asia, International Monetary Fund, October 2019.

d The Oil and Gas Industry in Energy Transitions | IEA 2020.
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Evaluating new material capex investments for consistency

with the Paris goals — continued

Evaluation process

Our new material capital investmentsx
are intended to support the delivery of
BP’s strategy. In 2019, we evaluated
their consistency with the Paris goals
by considering them against a balanced
set of investment criteria (see page 20).
For each of the investment criteria, a
qualitative explanation of each business
case was considered and presented to
the resource commitment meeting (RCM).
They then discussed and addressed key
issues raised, as per the description on
page 19.

Two quantitative evaluations were
considered for Paris consistency. As our
approach matures with experience, we
may adjust or supplement these.

Quantitative evaluations

@ Investment economics

The calculation of profitability indexx (PI)
using the ‘low-price’ case for commodity
prices and margins and the ‘high’ carbon
price of $80 per tonne (2015 $ real). As a
guide, we would normally target a minimum
threshold of greater than 1.0x on this basis.

@ Environment and sustainability
Where appropriate, the operational carbon
intensity* of the investment relative to that
of the portfolio average for the segment or
the related business activity (upstream,
refining, petrochemicals). As a guide, we
would normally target a ratio of less than
100%, meaning that the investment is
expected to reduce the average operational
carbon intensity of that portfolio.

The potential impact of new material capex
investments on BP's greenhouse gas
emission targets is a further consideration.

There may be instances when new material capex investments are evaluated as consistent
with the Paris goals despite either or both of these guide levels not being met, due to other

considerations being taken into account.

Evaluation outcome

As shown in the figure, each of the new
material capex investments approved in
2019 met the evaluation guides, with the
exception of one investment not meeting
the guide level for carbon intensity. This
investment was evaluated to be consistent
with the Paris goals, based on the strength
of the investment economics with a short
payback period, delivering short-cycle cash
returns and reducing the timeframe during
which the investment would be exposed
to uncertainties associated with Paris
consistent pathways.

In 2019, the overall averages for the new
material capex investments met the guide
levels for each of the two quantitative
evaluation tests:

e Profitability index on an average capital
weighted basis was approximately 1.5x,
versus a guide level of greater than 1.0x.

e An average operational carbon intensity
of approximately 45% relative to the
current portfolio(s), versus a guide level of
less than 100%.
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The figure shows the respective rankings of investment performance against each of the tests

@ Investment economics:
Profitability index

Capital weighted average ~1.5x

1. The respective 2019 new material capex investments have been ranked against the two tests. As a result they are ordered

differently in each graph above.

2. For two of the 2019 new material capex investments the operational carbon intensity was not calculated due to the nature of

these investments:

@ Environment and sustainability:
Carbon intensity (%)

Guide

Average operational carbon intensity is ~45%

* We do not calculate operational carbon intensity for replacement of end of life assets.
e The projected operational carbon intensity of fuels marketing businesses is not considered necessary to quantify for
these purposes as the relevant operational emissions would not be expected to be significant.



Strategic report

Decisions taken in 2019

Eight new material capex investment decisions were taken in 2019, six in the Upstream and two in the Downstream.

Upstream

Azeri Central East (ACE) Angola Block 18 - Platina
A new offshore platform and facilities in the Azeri-Chirag-Deepwater Four subsea well tiebacks to an existing FPSO vessel, which also support
Gunashli field in Azerbaijan. continued production from the main field under the licence extension

granted by the Angolan government.

India KGD6 - MJ Angola Block 15
The third phase of Block KG D6 gas development, seven subsea wells Further investment, which will extend the production-sharing agreement*
will tie-back to a new FPSO vessel to process and separate liquids. for the block through 2032.

Thunder Horse South Expansion Phase 2 Block 61 2020 development wells

Two new subsea production units with eight wells tied back to existing Further development and drilling of 18 wells at Ghazeer and seven wells at
infrastructure in the US Gulf of Mexico. Khazzan, both in Oman.

Downstream

A
N i« ]
. y.%‘
e o~ !
! " -
* o (Ee

Gelsenkirchen steam and water project Reliance partnership
Construction of four boilers and a steam turbine to further the safe and Strategic agreement with Reliance Industries Limited to form a retail and
reliable management of fuel gas excess. aviation joint venture in India.
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Energy with purpose

Gas in Oman

BP successfully brought the Khazzan
major project into production in 2017,
and since then we've continued to build
successful partnerships and reinforce
our commitment to the country.

Exploration opportunity

Together with Eni, we signed an
exploration and production-sharing
agreement for Block 77 in central Oman
with the Ministry of Oil and Gas of the
Sultanate of Oman.

* The block covers a total area of
more than 2,700 square kilometres.
It is located 30 kilometres east of
Block 61, where the Khazzan gas
field is already producing around
1 billion cubic feet of gas a day.
BP and Eni will each hold a 50%
interest, subject to royal decree,
with Eni acting as operator during
exploration.

Khazzan phase two

Ghazeer, the second development
phase of the gas field, is expected to
come online in 2021.

Advantaged gas

We used expertise and technology from
our US onshore business to help access
tight gas locked in the Khazzan field
and bring it commercially to market.

Detecting methane

We installed and tested continuous
measurement of methane emissions

at our Khazzan central processing facility.
The technology uses instruments such
as a gas cloud imaging camera to
continuously monitor our facilities,
quickly identify new leaks and reduce
time taken to respond. We now aim to

install methane measurement at all our
existing major oil and gas processing
sites by 2023.

Strategic report

"
o)

Growing advantaged ol
and gas in the Upstream

What this strategic priority means

We aim to invest in oil and gas, producing
both with increasing efficiency. This means
lower cost, higher margin and close to
markets, with a focus on carbon.

Almost half of BP's upstream portfolio is
natural gas, and several more gas projects
are planned to come onstream in the next
few years.

As the world moves towards net zero *
emissions, we think natural gas can play

an important role in getting us there. When
burned for power, natural gas has, on average
on a lifecycle basis, about half the GHG
emissions of coal, with fewer air pollutants,
so expanding its use globally to displace coal
will help to reduce carbon emissions. In fact,
switching from coal to gas has avoided more
than 500 million tonnes of CO, from the power
sector globally since 2010.

Progress in 2019

We've started up 24 of the 35 planned
major projects since 2016 and are on track
to deliver 900,000 barrels of oil equivalent
per day of new major project production by
the end of 2021.

e Sanctioned $6 billion Azeri Central East
development with partners.
e Agreed to sell our Alaska assets to Hilcorp.
e Sanctioned the third project in block
KG D6, offshore India with our
partner Reliance.

5 $100m

major project fund for projects that will
start ups. help reduce greenhouse
gas emissions.

n For more information see Upstream on page 50.
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Energy with purpose

Electrifying China

BP has joined forces with DiDi, the
world’s leading mobile transportation
platform, to build an electric vehicle
(EV) charging network in China.

Why it matters
China is the largest and fastest-
developing EV market.

* 50% of the world’s battery EVs
are in China.
DiDi offers a full range of app-based
services across Asia, Latin America
and Australia, including ride-hailing,
automobile solutions and other offers.
The platform has 550 million users,
tens of millions of drivers and serves
around 1 million EVs.

What'’s involved

The joint venture plans to develop
high-quality EV charging hubs for
DiDi users and other drivers.

® The partners intend to add loyalty,
convenience and fleet services
in the future.

Why we're doing it

As the world’s largest EV market, China
offers extraordinary opportunities to
develop innovative new businesses at
scale and we see this as the perfect
partnership for such a fast-evolving
environment. The lessons we learn here
will help further expand BP’s advanced
mobility business worldwide, helping
drive the energy transition and develop
solutions for a low carbon world.

And elsewhere

BP Chargemaster is powering around
1.5 million electric miles a week, making
this the most-used public charging
infrastructure operator in the UK. We
have also begun rolling out 150kW
ultra-fast chargers on BP forecourts
across the UK with plans to build a
national network of high-power charging
—one which will closely replicate the
current fuelling experience.

This is helping to accelerate the
adoption of EVs, by making EV
charging fast, convenient and
hassle-free.

Strategic report

%)

Market-led growth in
the Downstream

What this strategic priority means

We aim to innovate with advanced products
and strategic partnerships, building
competitively advantaged businesses that
deliver profitable marketing growth.

We aim to invest in higher-returning fuels
marketing and lubricants businesses with
growth potential and reliable cash flows.
And we are continuing to expand into
fast-growing emerging markets.

We are also delivering and developing
new products, offers and business models
that support the transition to a lower
carbon and digitally enabled future over
the longer term.

Progress in 2019

We have continued to make strategic
progress in fuels marketing, with our
convenience partnership model now in
around 1,600 sites across the network.

e Agreed to expand our partnership with
Reliance Industries Ltd to include a retail
service station network and aviation fuels
business across India.

e Continued to expand in other material
markets — most notably in Mexico where we
now have more than 520 BP-branded retail
sites. We also continued to grow our
network in Indonesia and expanded our
China network into Shandong and Hebei
provinces through our joint venture with
Dongming.

e Announced the development of BP Infinia,
an enhanced recycling technology, capable
of processing currently unrecyclable PET
plastic waste.

>1,200  ~1,600

retail sites in new convenience
markets of China, partnership sites.
Mexico and Indonesia.

n For more information see Downstream on
page 56.
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Venturing and low carbon
across multiple fronts

What this strategic priority means

We aim to pursue new opportunities to
meet evolving technology, consumer and
policy trends.

We are building up our renewable energy
portfolio — with activities spanning renewable
fuels and products, wind and solar energy
and biopower. We work across multiple
fronts through our investments in low carbon
activities with joint ventures, collaborations
and new business models. Through BP
Ventures we have invested more than

$650 million in around 40 companies since it
was set up in 2007. Our investments support
technologies and innovations that we believe
could benefit BP and global energy systems.

Progress in 2019

We increased our stake in Lightsource BP

to create a 50:50 joint venture and expanded
our biofuels business in Brazil by more than
50%, through a joint venture with Bunge to
create BP Bunge Bioenergia. We also made a
number of other investments spanning a range
of strategic focus areas.

e Started BP Launchpad, our scale-up factory,
designed to help quickly grow disruptive
technologies and business models which
could become future BP business units.
Expanded our digital energy portfolio by
investing in Grid Edge, which has developed
an artificial intelligence-based energy
management platform that helps customers
predict, control and optimize their buildings’
energy profile.

Invested $5 million in Belmont Technology
to further strengthen BP’s artificial
intelligence and digital capabilities.

>H0% /

increase in biofuels new investments
business in Brazil, through BP Ventures
through BP Bunge in 2019.

Bioenergia.

ﬂ For more information see page 63.
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Pairing Calysta’s exciting
technology and
entrepreneurial drive with
BP’s global scale and gas
market expertise offers the
opportunity to improve food
security and sustainability.”

Dominic Emery
Group chief of staff

.

.

Energy with purpose

Using gas to create
sustainable fish food

BP Ventures has invested $30 million
o help create new markets for our
natural gas in the fish-farming industry.

What we're doing

We're extending the idea of gas

as a source of energy beyond its
conventional applications, through
our investment in California start-up,
Calysta, to create Feedkind® - protein
food for fish, livestock and pets.

Why it matters

Finding sustainable ways to feed

a growing global population within
planetary boundaries is a pressing
issue and Calysta can be part of
the solution:

* Feedkind®is produced with fewer
resources, such as water and land,
than current alternatives.

e Existing protein sources, including
fishmeal and soya bean protein, are
either at full capacity or connected to
other issues such as deforestation.

* The global aquaculture market is
expected to grow by around 25% by
2025 and Feedkind® offers a way to
support this increase sustainably.

How it works

Naturally occurring bacteria is fermented
using methane from gas as its energy
source. The protein created is harvested,
dried and sold in pellet form.

Why we're doing it

The investment supports BP’s strategy
of creating new markets in which gas
can deliver a more sustainable future.
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This programme reflects our
commitment to be a leader
in advancing the energy
transition by maximizing

the benefits of natural gas.”
Gordon Birrell

Chief operating officer — production,
transformation and carbon



Energy with purpose

Managing methane

BP is introducing a programme of new
and complementary technologies to
continuously detect, measure and
help reduce methane emissions at
our BP-operated upstream assets.

Why it matters

Methane is the primary component
of natural gas. If it escapes into the
atmosphere unburnt, it can be a
potent greenhouse gas.

What we're doing

We aim to install methane
measurement, such as gas cloud
imaging, at all BP’s major oil and gas
processing sites by 2023 and then
reduce methane intensity of our
operations by 50%.

What else?

We're also planning to deploy a new
generation of drones, hand-held devices
and multi-spectral flare combustion
cameras — drawing upon scientific
breakthroughs made in diverse fields,
spanning healthcare, space exploration
and defence.

Collaboration with stakeholders

We have agreed to work in collaboration
with the Environmental Defense

Fund, a New York-based non-profit
environmental advocacy group.

The three-year commitment aims

to advance technologies and practices
to reduce methane emissions from the
global oil and gas supply chain.

Strategic report

)

Modernizing the
whole group

What this strategic priority means

We aim to simplify our processes and
enhance our productivity through digital
solutions.

We achieve this through three pillars:

e Agility — improving and simplifying the way
we operate.

e Mindset change — accepting the reality and
adopting the right attitude for a business
that is increasingly competitive and
margin-dependent.

e Digital transformation — digitizing and
automating our work.

Progress in 2019

We've introduced a range of technologies

and improved ways of working across BP

to support our modernization priority. Our
mentors and coaches deliver a programme of
training for employees to share agile practices
and support changing mindsets, which are key
to generating ideas to improve how we work
across the whole business.

e | aunched ‘Connected BP' in partnership
with data technology pioneer Palantir.
The programme connects different
systems and business areas into one
platform where users can connect,
transform and share data.

e Developed a holistic process for leak
detection and intervention using infrared
cameras, lasers and drone technology at
our US onshore BPX Energy operations.

e Performed a concept trial of Spot, a robot
from Boston Dynamics, at our US Whiting
refinery. Spot can gather data, detect
abnormalities and perform tasks, such
as detecting gas emissions and helping
remove people from hazardous spaces.

>1,000 ~$1.5bn

transformation projects invested every year
running in the Upstream.  in maintaining BP's
infrastructure.
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Measuring our progress

We assess our performance across a wide range of
measures and indicators that are consistent with our

strategy and investor proposition.

Our key performance indicators (KPIs) provide
a balanced set of metrics that give emphasis
to both financial and non-financial measures.
These help the board and executive
management assess performance against our
strategic priorities and business plans. BP
management uses these measures to evaluate
operating performance and make financial,
strategic and operating decisions.

Safety

Changes to KPIs

e Added sustainable GHG emission
reductions and methane intensity, in line
with our ‘reduce, improve, create’
framework.

e Removed production as a volume measure
as it doesn't reflect our value over volume
approach, and is not used to assess
executive remuneration. The metric is
reported on At a glance, page 9.

e Combined tier 1 and tier 2 process safety
events, giving investors a wider view of
process safety events.

e As reported in 2018, we have now
revised our refining availability metric
to BP-operated refining availability, to
more closely match our upstream plant
reliability measure.

Remuneration

To help align the focus of our board and
executive management with the interests of
our shareholders, certain measures are used
for executive remuneration.

Key
New/amended
New or amended in 2019
REM
Used for the remuneration policy

n For more information see Directors’
remuneration report on page 100.

Tier 1 and 2 process safety events* ® @

We track tier 1 and tier 2 events and report the
aggregated outcome. Tier 1 events are losses of
primary containment from a process of greatest
consequence — causing harm to a member of the
workforce, damage to equipment from a fire or
explosion, a community impact or exceeding
defined quantities. Tier 2 events are those of
lesser consequence.

2019

2018

2017

2016

2015

Tier 1

2019 performance

The total number of tier 1 and tier 2 process
safety events increased in 2019, mainly
reflecting performance in assets acquired over
the past 18 months. Underlying performance
across the group improved slightly from 2018.
We are implementing BP procedures and
processes to help bring newly acquired assets
in line with BP assets.

Reported recordable injury frequency*®

Reported recordable injury frequency (RIF)
measures the number of reported work-related
employee and contractor incidents that result in a
fatality or injury per 200,000 hours worked.

2019 [ o:cs
2015 [N o
206 [ oon

2019 performance

We have seen a decrease in RIF compared with
2018; and maintain our focus to drive toward zero
incidents.

a This represents reported incidents occurring within
BP’s operational HSSE reporting boundary. That
boundary includes BP's own operated facilities and
certain other locations or situations.
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Sustainable operations

Strategic report

Proved reserves replacement ratio (%)

Proved reserves replacement ratio is the extent to
which the year’s production has been replaced by
proved reserves added to our reserve base.

2019

o
~N

2018

o
o

2019 performance

The lower ratio reflects a net decrease of reserves
due to lower gas and oil prices mainly within the
US Lower 48, partly offset by new developments

The ratio is expressed in oil-equivalent terms and 2017 _ 143 o ' R

) ) ) ) and existing field optimization in Angola,
includes changes resulting from discoveries, ) - ) )

. ) - 2016 _ 109 Argentina, Azerbaijan, India, Oman, Russia
improved recovery and extensions and revisions and the US

to previous estimates, but excludes changes 2015 _ 61 '

resulting from acquisitions and disposals.

The ratio reflects both subsidiaries* and

equity-accounted entities.

This measure helps to demonstrate our success in

accessing, exploring and extracting resources.

Upstream unit production costs @ ($/boe)

The upstream unit production cost indicator 2019 _ 6.84 2019 performance

shows how supply chain, headcount and scope Lower production costs compared with 2018
optimization impact cost efficiency. 2018 _ 715 were mainly due to the impacts of IFRS 16.

Upstream plant reliability ® (%)

BP-operated upstream plant reliability * is
calculated as 100% less the ratio of total
unplanned plant deferrals divided by installed
production capacity.

2019

©
»
S

2018

©
ol
~

2017

©
»
~

2016

©
o
w

2019 performance

Plant reliability was 1.3% lower than 2018 mainly
due to design and integrity issues addressed
through maintenance activities.

90.0
Downstream refining availability ® @ (%)
Refining availability represents Solomon 2019 _ 94.9 2019 performance
Associates’ operational availability for BP- Refining availability was similar to 2018, reflecting
operated refineries. The measure shows the 2018 _ 95.0 continued strong operational performance in our
percentage of the year that a unit is available for 2017 _ 952 portfolio. This performance is underpinned by our
processing after deducting the time spent on ) global reliability programmes.
turnaround activity and all mechanical, process 2016 _ 952
and regulatory downtime.
. - 205 | -
Refining availability is an important indicator of
90.0

the operational performance of our downstream
businesses.

Major project delivery

We monitor the progress of our major projects to
gauge whether we are delivering our core pipeline
of projects under construction on time.

Projects take many years to complete, requiring
differing amounts of resource, so a smooth or
increasing trend should not be anticipated.

Major projects are defined as those with a BP net
investment of at least $250 million, or considered
to be of strategic importance to BP, or of a high
degree of complexity.

2019

o

2018

(o]

2017

~

2016

o

2015

IN

2019 performance
We started up five major projects in Egypt,
Trinidad, the UK and US.
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Sustainable operations

Greenhouse gas emissions (MtCO,e)

We provide data on greenhouse gas (GHG)
emissions material to our business on a
carbon dioxide-equivalent basis. This particular
KPI comprises Scope 1 (direct) emissions of
CO; and methane, for 100% emissions from
subsidiaries and the percentage of emissions
equivalent to our share of joint arrangements *
and associates*, other than BP’s share

of Rosneft.

2019

I
o
o

2018

2017

2015

2019 performance

Our Scope 1 (direct) equity share emissions
decreased by 0.56MtCO.e to 46.0MtCOze in 2019
(46.5MtCOse in 2018). Emissions resulting from
the BHP acquisitions were balanced out by
sustainable emissions reductions and the impact
of divestments.

Sustainable GHG emissions reduction ® ® (MtCO.e)

This measure includes actions taken by our
businesses to improve energy efficiency and
reduce methane emissions and flaring — all leading
to ongoing, quantifiable GHG reductions. These
refer to the GHG emissions that would have
occurred had we not made the change i.e. they
could be absolute in nature or underlying. Since
2019, progress against this target is used as a
factor in determining bonuses for around 37,000
employees, including executives.

2019 14

2018 3

2017

o
o

2016

N
o
o
I
N
©
~

2019 performance

We delivered 1.4Mte of sustainable emissions
reductions (SERs), and this meant we exceeded
our target of 3.6Mte of SERs for the period 2016
to 2025, six years ahead of schedule.

Methane intensity ® (%)

We define methane intensity as the amount of
methane emissions from our upstream oil and gas
operations as a percentage of the gas that goes to
market from those operations. This applies to
methane emissions within our operational control
boundary, where we have the highest degree of
control. Methane emissions from non-producing
activities, such as exploration drilling, are
excluded. We have an existing methane target of
0.2% and a new ambition that seeks to reduce
that — once validated — by 50%.

2019

|.
par
s
o

S

2018

2019 performance

Our methane intensity was 0.14%, a reduction
from 0.16% in 2018 and below our stated target
of 0.2%.

Diversity and inclusion® (%)

Each year we report the percentage of women and
individuals from countries other than the UK and
the US among BP's group leaders.

25
25

2019

2018

2017

N
N

2016

©

2015

@® Women in group leadership

People from beyond the UK
and US in group leadership

2019 performance

Both measures increased slightly. As a global
business we are committed to increasing the
diversity of our workforce and leadership.

b Relates to BP employees.

Employee engagement (%)

We conduct an annual employee survey to
understand and monitor levels of employee
engagement and identify areas for improvement.

2019

-2}
(4

2018

(o2}
o

2017

(o2}
o

2016

2015

~

~
W

2019 performance

The overall employee engagement score saw

a marginal decline since last year. We are working
to identify areas for improvement. Scores prior

to 2017 are based on questions on priorities

set outin 2012, so the numbers are not

directly comparable.
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Financial performance

Strategic report

Underlying replacement cost profit @ ($ billion)

Underlying RC profit* is a useful measure for
investors because it is one of the profitability
measures BP management uses to assess
performance. It assists management in
understanding the underlying trends in operational
performance on a comparable year-on-year basis.

It reflects the replacement cost of inventories sold
in the period and is arrived at by excluding
inventory holding gains and losses* from profit or
loss. Adjustments are also made for non-operating
items* and fair value accounting effects*.

4.0
2019 i
10.0
2018
3.4
2017 -

2016

»o15 9 [ |

@ Profit (loss) for the year attributable
to BP shareholders
Underlying RC profit for the year (non-GAAP)

5.9

2019 performance

2019 underlying RC profit was lower, largely
reflecting the impact of the weaker price
environment. Profit for the year was significantly
lower, due to the above factor, divestment-related
impairment charges and reclassification of past
foreign exchange losses on the formation of the
BP Bunge Bioenergia joint venture.

Operating cash flow @ ($ billion)

Operating cash flow is net cash flow provided
by operating activities, as reported in the group
cash flow statement. Operating activities are the
principal revenue-generating activities of the
group and other activities that are not investing
or financing activities. We believe it is helpful
to disclose net cash provided by operating
activities excluding amounts related to the Gulf
of Mexico oil spill because this measure allows
for more meaningful comparisons between
reporting periods.

28.2
25.8

2019

)
o

2018
229

2017

S

N
J
=y

2016

20.3
19.1

2015

@ Operating cash flow excluding Gulf of
Mexico oil spill payments (non-GAAP)®
Operating cash flow

2019 performance

Operating cash flow was higher than 2018,
reflecting lower Gulf of Mexico oil spill payments
and the favourable impact of lease payments
that are now classified as financing cash flows
under IFRS 16.

¢ The green bars on the chart do not form part of BP's
Annual Report on Form 20-F as filed with the SEC.

Return on average capital employed ® (%)

Return on average capital employed* (non-GAAP)
gives an indication of a company’s capital
efficiency, dividing the underlying RC profit after
adding back net interest by average capital
employed, excluding cash and goodwill. See page
345 for more information including the nearest
equivalent GAAP data.

2019 performance

The decrease reflects lower profit due to the
impact of lower oil and gas prices and weaker
refining environment.

Total shareholder return @ (%)

Total shareholder return (TSR) represents the
change in value of a BP shareholding over a
calendar year. It assumes that dividends are
reinvested to purchase additional shares at the
closing price on the ex-dividend date.

We are committed to maintaining a progressive
and sustainable dividend policy.

2019

w8 9 i
0
ot B 200
95
2ot B o
2015 w5 [l

(8.3)

55.5

@ ADS basis
Ordinary share basis

2019 performance
Improvement in TSR reflects increased dividends
in 2019.
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Group performance

a

Despite the challenging environment in 2019, we continued
to deliver operating cash flow growth, which together with
continued capital discipline has underpinned growth in free
cash flow. Furthermore, we have made significant progress
towards our $10 billion divestment target. Together this
supported our decision to increase the dividend with the
fourth-quarter results.”

Dr Brian Gilvary
Group chief financial officer

$10.0bn $28.2bn

Underlying replacement cost (RC) profit* Operating cash flow excluding
(2018 $12.7bn) Gulf of Mexico oil spill payments*?
(2018 $26.1bn)

$4.0bn $25.8bn

Profit attributable to BP shareholders Operating cash flow *
(2018 $9.4bn) (2018 $22.9bn)

Financial and operating performance

$ million

except per

share amounts

2019 2018 2017

Segment RC profit (loss) before Profit before interest and taxation 11,706 19,378 9,474

intgrest and tax Finance costs and net finance expense relating to pensions and (3,552) (2,655) (2,294)
($ billion) other post-retirement benefits

OE ‘ Taxation (3,964) (7,145) (3,712)

Non-controlling interests (164) (195) (79)

A | Profit for the year® 4,026 9,383 3,389

2017 Inventory holding (gains) losses*, before tax (667) 801 (853)

® o 5 10 15 20 25 Taxation charge (credit) on inventory holding gains and losses 156 (198) 225

@ Upstream @ Downstream © Rosneft RC profit* 3,515 9,986 2,761
@ Other businesses and corporate (includes

costs related to the Gulf of Mexico oil spill)
@ Consolidation adjustment — UPll%x

Net (favourable) adverse impact of non-operating items* 8,263 3,380 3,730
and fair value accounting effects* before tax

1 Group RC profit before interest and tax Taxation charge (credit) on non-operating items (1,788) (643) (325)
and fair value accounting effects

Underlying RC profit 9,990 12,723 6,166

Dividends paid per share — cents 41.0 40.5 40.0

- pence 31.977 30.568 30.979

a This does not form part of BP's Annual Report on Form 20-F as filed with the SEC.
b Profit (loss) attributable to BP shareholders.

n More information
Upstream, see page 50.
Downstream, see page 56.
Rosneft, see page 61.
Other businesses and corporate, see page 63.
Qil and gas disclosures for the group, see page 308.

For a discussion of BP's financial and operating performance for the year ending 31 December
2017, see BP Annual Report and Form 20-F 2018, pages 19-39 and BP Annual Report and Form
20-F 2017, pages 21-43.
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Results

Profit for the year ended 31 December 2019 attributable to BP
shareholders was $4.0 billion, compared with $9.4 billion in 2018.
Excluding inventory holding gains, replacement cost (RC) profit was
$3.5 billion, compared with $10.0 billion in 2018.

After adjusting RC profit for a net charge for non-operating items

of $7.2 billion and net favourable fair value accounting effects of

$0.7 billion (both on a post-tax basis), underlying RC profit for the year
ended 31 December 2019 was $10.0 billion, a decrease of $2.7 billion
compared with 2018. The decrease was predominantly due to lower
oil and gas prices in the Upstream segment and a significantly weaker
environment in the Downstream segment.

Profit for the year ended 31 December 2018 attributable to BP
shareholders was $9.4 billion, including inventory holding losses,

RC profit was $10.0 billion. After adjusting RC profit for a net charge
for non-operating items of $2.8 billion and net favourable fair value
accounting effects of $68 million (both on a post-tax basis), underlying
RC profit for the year ended 31 December 2018 was $12.7 billion. This
reflected higher oil prices, record plant reliability and the benefit of new
major projects start-ups in Upstream; stronger refining margins and
strong fuels marketing growth in Downstream; and higher oil prices in
Rosneft segment.

Non-operating items

The net charge for non-operating items was $7.2 billion after tax in
2019, mainly related to impairment charges, principally resulting from
the announcements to dispose of certain assets in the US and
reclassification of accumulated foreign exchange losses from reserves
to the income statement on the formation of the BP Bunge Bioenergia
joint venture *.

The net charge for non-operating items was $2.8 billion post-tax in
2018, mainly related to additional charges for the Gulf of Mexico oil spill,
environmental and other provisions, and further restructuring costs.

More information on non-operating items and fair value accounting
effects can be found on pages 300 and 344.

Taxation

The charge for corporate income taxes was $3,964 million in 2019
compared with $7,145 million in 2018. The decrease mainly reflects the
lower level of profit in 2019. The effective tax rate (ETR) on the profit or
loss for the year was 49% in 2019 and 43% in 2018. The ETR for both
years was impacted by various one-off items.

Adjusting for inventory holding impacts, non-operating items and fair
value accounting effects, the underlying ETR* was 36% in 2019 (2018
38%). The lower underlying ETR in 2019 compared with 2018 reflects
the reassessment of the recognition of deferred tax assets. In the
current environment, the underlying ETR in 2020 is expected to be
lower than 40%.

Strategic report

Cash flow and net debt information

$ million
2019 2018 2017
Operating cash flow excluding 28,199 26,091 24,098
Gulf of Mexico oil spill payments?
Operating cash flow 25,770 22,873 18,931
Net cash used in investing activities (16,974) (21,571) (14,077)
Net cash used in financing activities (8,817) (4,079) (3,296)
Cash and cash equivalents at end of year 22,472 22,468 25,586
Capital expenditure*x
Organic capital expenditure* (15,238) (15,140) (16,501)
Inorganic capital expenditurex (4,183) (9,948) (1,339)
(19,421) (25,088) (17,840)
Finance debt 67,724 65,132 62,574
Net debt* 45,442 43,477 37,819
Finance debt ratio* (%) 40.2% 39.3% 38.6%
Gearing* (%) 31.1% 30.0% 27.0%

a This does not form part of BP's Annual Report on Form 20-F as filed with the SEC.

Operating cash flow

Operating cash flow for the year ended 31 December 2019 was

$25.8 billion, $2.9 billion higher than 2018. Operating cash flow in

2019 reflects $2.7 billion of pre-tax cash outflows related to the Gulf

of Mexico oil spill. Compared with 2018, operating cash flows in 2019
also reflected the favourable effect of an estimated $2.0 billion of lease
payments being classified as financing cash flows from 1 January 2019
following the implementation of IFRS 16.

Movements in working capital* adversely impacted cash flow in the
year by $2.9 billion, including an adverse impact on working capital from
the Gulf of Mexico oil spill of $2.6 billion. BP actively manages its
working capital balances to optimize and reduce volatility in cash flow.

Operating cash flow for the year ended 31 December 2018 was
$22.9 billion, reflecting $3.5 billion of pre-tax cash outflows related to
the Gulf of Mexico oil spill.

Movements in working capital adversely impacted cash flow in the year
by $4.8 billion. There was an adverse impact on working capital from
the Gulf of Mexico oil spill of $3.1 billion. Other working capital effects,
principally an increase in other current and non-current assets partially
offset by a decrease in inventory, had an adverse effect of $1.7 billion.
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Net cash used in investing activities

Net cash used in investing activities for the year ended 31 December
2019 decreased by $4.6 billion compared with 2018.

The decrease mainly reflected the phasing of the payments to BHP for
the Petrohawk acquisition.

Total capital expenditure for 2019 was $19.4 billion (2018 $25.1 billion),
of which organic capital expenditure was $15.2 billion (2018 $15.1
billion). Sources of funding are fungible, but the majority of the group’s
funding requirements for new investment comes from cash generated
by existing operations. We expect 2020 organic capital expenditure to
remain towards the lower end of our $15-17 billion range.

Total divestment and other proceeds for 2019 amounted to $2.8 billion
including $0.6 billion received in relation to the sale of a 49% interest
in BP's retail property portfolio in Australia, shown within financing
activities in the group cash flow statement. Total divestment and other
proceeds for 2018 amounted to $3.5 billion including a $0.6 billion loan
repayment, relating to the refinancing of Trans Adriatic Pipeline AG.

BP expects to meet its target of $10 billion proceeds by end-2020 and
expects to announce a further $5 billion of agreed disposals by
mid-2021.

Net cash used in financing activities

Net cash used in financing activities for the year ended 31 December
2019 was $8.8 billion, compared with $4.1 billion in 2018. This was
mainly as a result of $2.3 billion in lease liability repayments which were
presented as operating cash flows and capital expenditure prior to the
implementation of IFRS 16, an increase of $1.5 billion in debt financing,
an increase of $1.2 billion in net repurchase of shares and an increase in
dividend payments of $0.3 billion offset by $0.6 billion in cash received
in relation to the sale of the 49% interest in BP’s retail property portfolio
in Australia as described above.

Total dividends distributed to shareholders in 2019 were 41.0 cents per
share, 0.5 cents higher than 2018. This amounted to a total distribution
to shareholders of $8.3 billion (2018 $8.1 billion), of which shareholders
elected to receive $1.4 billion (2018 $1.4 billion) in shares under the
scrip dividend programme. The total distributed in cash during the year
amounted to $6.9 billion (2018 $6.7 billion).

Debt

Finance debt at the end of 2019 increased by $2.6 billion from the end
of 2018. The finance debt ratio at the end of 2019 increased by 0.9%.
Net debt at the end of 2019 increased by $2.0 billion from the 2018
year-end position. Gearing at the end of 2019 increased by 1.1%. Net
debt and gearing are non-GAAP measures. See Financial statements —
Note 26 for finance debt, which is the nearest equivalent measure on an
IFRS basis, and Note 27 for further information on net debt, including
the amendment of comparative information for finance debt, net debt
and gearing following the implementation of IFRS 16.

For information on financing the group'’s activities, see Financial
statements — Note 29 and Liquidity and capital resources on page 301.
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Group reserves and production (including
Rosneft segment)?

$ million
2019 2018 2017
Estimated net proved reserves
(net of royalties)
Liquids* (mmb) 11,478 11,456 10,672
Natural gas (bcf) 45,601 49,239 45,060
Total hydrocarbons* (mmboe) 19,341 19,945 18,441
Of which:
Equity-accounted entities® 9,965 9,757 8,949
Production (net of royalties)
Liquids (mb/d) 2,211 2,191 2,260
Natural gas (mmcf/d) 9,102 8,659 7,744
Total hydrocarbons (mboe/d) 3,781 3,683 3,595
Of which:
Subsidiaries* 2,420 2,328 2,164
Equity-accounted entities® 1,360 1,355 1,431

a Because of rounding, some totals may not agree exactly with the sum of their component
parts.

b Includes BP's share of Rosneft. See Rosneft on page 61 and Supplementary information on
oil and natural gas on page 232 for further information.

¢ Includes BP's share of Rosneft. See Rosneft on page 61 and Oil and gas disclosures for the
group on page 308 for further information.

Total hydrocarbon proved reserves at 31 December 2019, on an oil
equivalent basis including equity-accounted entities, decreased by 3%
(decrease of 8% for subsidiaries and increase of 2% for equity-
accounted entities) compared with 31 December 2018. Natural gas
represented about 41% (48% for subsidiaries and 34% for equity-
accounted entities) of these reserves. The change includes a net
decrease from acquisitions and disposals of 133mmboe (decrease of
134mmboe within our subsidiaries and increase of Tmmboe within our
equity-accounted entities). Acquisition activity in our subsidiaries
occurred in India, and divestment activity in our subsidiaries in the US
and Egypt. There were no material acquisitions or divestments in our
equity-accounted entities.

Total hydrocarbon production for the group was 3% higher compared
with 2018. The increase comprised a 4% increase (1% increase for
liquids and 7% increase for gas) for subsidiaries and was broadly flat
with 2018 for equity-accounted entities.



Sustainability

Operating sustainably, safely and responsibly is core to
our ability to create long-term value for our stakeholders,
deliver our net zero ambition and aims, and realize our
purpose to reimagine energy for people and our planet.

Our sustainability focus areas

We refreshed and expanded our
sustainability materiality assessment
process in 2019. We asked a range of
external and internal stakeholders,
including shareholders and employees,

to share their feedback on the issues that
matter most to them. We also asked them
to consider the relative impact of these
issues on our business and how they think
BP can influence them positively. We
validated and prioritized the findings with
experts in BP to help prioritize our
sustainability reporting. We've covered
the main issues they consider in this
section, along with additional key
non-financial information.

Our reporting

n For more information on our sustainability
performance, see the BP Sustainability
Report 2019.

n For key environmental, social and
governance data, see our ESG datasheet
at bp.com/ESGdata.

n For our mapping to some key sustainability
frameworks and standards, including GRI
and IPIECA, see bp.com/reportingcentre.

Strategic report

Environment

Climate change and e Accrediting our low

the energy transition.

carbon activities.

Net zerox aims. e Calling for more

Carbon intensity of our products. progressive climate policies
GHG emissions e Climate-related financial
from our operations. disclosures.

Our ‘reduce, improve, e \Working with others.

create’ framework.

e Managing our impacts.

Safety and Keeping people safe. e Cyber threats.

security Managing safety. e Security.
Our operating e \Working with contractors
management systemx. e Qur partners in joint
Preventing incidents. arrangementsx.
Emergency preparedness.

Our people Attraction and retention. * Employee engagement.
Diversity. e Share ownership.
Inclusion.

Communities Value to society. e Human rights.

Governance Our values. e | obbying and political

and business The BP code of conduct. donations.

ethics Anti-bribery and corruption. e Trade associations.

e Tax and transparency.

Non-financial reporting

information statement

This sustainability section, and other pages
referenced below, provide information as
required by section 414CB of the Companies
Act 2006 in relation to:

Page Other related information Page
Environmental matters 40-45 Business model 14-15
Our employees 47, 88-89, 221 Strategy 16-18
Social matters 48 Non-financial KPls 32-34
Human rights 48 Principal risks 69-71
Anti-bribery and corruption 49 Policies 39-49, 68-69
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Environment

Climate change and the energy transition

The world needs more energy to fuel prosperity and improve standards
of living for a growing global population. This energy must be delivered
in affordable and reliable ways, but it must also be lower carbon. BP’s
purpose is to reimagine energy for people and our planet. To deliver
this, we have set out a new ambition to become a net zerox company
by 2050 or sooner, and to help the world reach net zero.

Net zero aims

Aim 1: Net zero operations

We aim to be net zero across our entire operations on an absolute basis
by 2050 or sooner. This aim relates to Scope 1 (direct) and Scope 2
(indirect) greenhouse gas (GHG) emissions.

Aim 2: Net zero oil and gas

We aim to be net zero on an absolute basis across the carbon in our
upstream oil and gas production by 2050 or sooner. This is our Scope 3
aim, and is on a BP equity share basis excluding Rosneft. This carbon
was equivalent to 360MteCO,e? of emissions in 2019.

Scope 3

There are 15 categories of Scope 3 emissions. For our industry
the most important of these categories is the ‘use of sold
products’ (category 11). For this category of Scope 3, we are
reporting for the first time the estimated CO, emissions from
the carbon in our upstream oil and gas production?. This metric
replaces the ‘customer emissions’ metric, which we previously
reported in our Sustainability Report. For more information see
bp.com/sustainabilityreport.

a This figure assumes that 100% of the oil and gas produced is combusted with no carbon
capture, use and storage, although a proportion of global oil and gas goes into non-
combusted uses, such as petrochemicals and lubricants.

Aim 3: Halving intensity

Our aim is to cut the carbon intensity of the products we sell by 50%,
by 2050 or sooner. This is a lifecycle GHG emissions intensity approach,
per unit of energy. It covers marketing sales of energy products and,
potentially, in the future, certain other products, such as those
associated with land carbon projects.

This metric also responds to the CA100+ resolution, which requires
us to report the estimated carbon intensity of our energy products.

Estimated emissions intensity (gCO.e/MJ)

2019
Average emissions intensity of marketed energy products* 79.7
Refined energy products 93.7
Gas products 71.6
Bio-products 28.8
Power products 43.8
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Greenhouse gas emissions from our operations

We report Scope 1 (direct) and Scope 2 (indirect) GHG emissions on

a carbon dioxide equivalent (CO.e) basis. Direct emissions include CO,
and methane from the combustion of fuel and the operation of facilities,
and indirect emissions include those resulting from the purchase of
electricity and steam we import into our operations.

Our overall emissions, on an operational control basis, increased in
2019, mainly due to major acquisitions. But the SERs we achieved
came close to countering this increase. We achieved zero net growth
in our operational emissions with no offsets required against our
adjusted 2015 baselinex.

Greenhouse gas emissions (MteCOe)?

Operational control®

2019 2018 2017
Scope 1 (direct) emissions 49.2 48.8 50.5
Scope 2 (indirect) emissions 5.2 5.4 6.1
Total 54.4 54.2 56.6
BP equity share®

2019 2018 2017
Scope 1 (direct) emissions 46.0 46.5 49.4
Scope 2 (Indirect) emissions 5.7 5.7 6.8
Total 51.7 52.2 56.2

a Our approach to reporting GHG emissions broadly follows the IPIECA/API/IOGP Petroleum
Industry Guidelines for Reporting GHG Emissions. We calculate CO, emissions based on
the fuel consumption and fuel properties for major sources. We report CO, and methane.
We do not include nitrous oxide, hydrofluorocarbons, perfluorocarbons and sulphur
hexafluoride as they are not material to our operations and it is not practical to collect this
data.

b Operational control data comprises 100% of emissions from activities that are operated by
BP, going beyond the IPIECA guidelines by including emissions from certain other activities
such as contracted drilling activities.

¢ BP equity share data comprises 100% of emissions from subsidiaries* and the percentage
of emissions equivalent to our share of joint arrangements* and associates*, other than
BP'’s share of Rosneft.

Ratio of Scope 1 (direct) and Scope 2 (indirect) GHG emissions to gross
production (teCO.e/te)!

2019
0.22

2018
0.22

2017
0.24

2016
0.24

d Gross production comprises upstream production, refining throughput and
petrochemicals produced.



Our ‘reduce, improve, create’ framework

In 2018 we set out our low carbon ambition and targets in
our ‘reduce, improve, create’ (RIC) framework:

e Reducing GHG emissions in our own operations.
e |mproving products to help our customers and consumers

lower their emissions.
e Creating low carbon businesses.

Strategic report

In 2019 we announced plans to link our annual cash bonus to our

sustainable emissions reduction (SER) target. This means around

37,000 employees, including executives, are now incentivized and
rewarded for their contribution to reducing carbon emissions in BP.

We've met our SER target six years ahead of schedule and this has
motivated us to start work to set new targets. \We plan to provide
more detail in September 2020.

Reducing

emissions in our operations

Improving

our products

Creating

low carbon businesses

2019 progress

e Achieved zero net growth in
operational emissions. Our total
GHG emissions (operated) increased
slightly in 2019, largely due to the
major acquisitions at the end of 2018.
This was countered by other
emissions reductions. Total emissions
were still below the adjusted 2015
baseline so no offsets were required.

e 1.4Mte of SERs delivered in 2019
and 3.9Mte since 2016. And we linked
this target to the annual cash bonus

2019 progress

e Continued to scale up our
co-processing business, growing
the volume of lower carbon bio-
feedstock processed at our refineries.

e Established more than 30 carbon
neutral BP retail sites, offering a
range of carbon neutral products
and services.

e |ncreased the supply of BP biojet, our
sustainable aviation fuel, to 11 locations
worldwide — including in Sweden,
France and the US.

2019 progress

e Began rolling out BP Chargemaster
ultra-fast charging across BP forecourts
in the UK and piloted ultra-fast charging
at Aral forecourts in Germany.

e |ncreased our stake in Lightsource BP,
to create a 50:50 joint venture, see
page 73.

e Took a leading role in the OGCl's Net
Zero Teesside project in the UK. Using
integrated carbon capture, use and
storage, the project aims to store the
carbon dioxide emissions of the

of around 37,000 eligible employees
in 2019.

e Methane intensity of 0.14%, below
our target of 0.2%.

n More information
Our strategy on page 16.
Directors’ remuneration report on page 100.
bp.com/sustainability.

Accrediting our lower carbon activities

Our advancing low carbon (ALC) accreditation programme aims to
inspire every part of BP to identify lower carbon opportunities. Since its
launch, the programme has motivated people across BP to do more to
advance low carbon, with 76 activities being accredited in 2019. Each
activity supports one of our low carbon ambitions. Deloitte conducts
independent assurance on ALC activities. We estimate that 64MteCO,e
have been saved or offset through activities delivered by BP, and
5.4Mte through activities delivered by BP partners since the
programme began in 20172,

n See bp.com/advancinglowcarbon for details on the programme and
Deloitte's assurance statement.

a The total emissions saved or offset from the accredited activities are estimated using a
variety of methodologies and baselines. The figures aim only to illustrate the impact of the
activities within the programme, and delivered by BP or a BP partner only refers to the
organization leading on delivering the activity. Savings or offsets may be claimed by or
attributed to other parties. The scope of accredited activities is wider than, and does not
seek to align with, our GHG reporting boundaries. Therefore, the figures are not directly
comparable to BP's reported emissions.

carbon-intensive industries situated
within the Teesside industrial cluster.

Calling for more progressive climate policies

We plan to allocate more resources to advocate for well-designed
policies, including carbon pricing. We believe carbon pricing is the
most efficient way to reduce GHG emissions and incentivize everyone,
including energy producers and consumers, to play their part. In our
view, pricing can be as effective as a tax or a cap-and-trade system.

While we support well-designed carbon pricing, we're prepared to
oppose poorly designed proposals. For example, we opposed the
ballot initiative to introduce a carbon fee in Washington State, US in
November 2018. We believed that the policy was badly designed and
would have harmed Washington's economy without significantly
reducing carbon emissions. The ballot was not passed.

We continued to work with legislative leaders in the state and in 2019
supported a cap-and-invest bill, which we believe will be more effective.
We intend to continue working with the Washington legislature during its
2020 session to see if a new carbon bill can be advanced.
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Climate-related financial disclosures

We support the recommendations of the Task Force on Climate-related
Financial Disclosures (TCFD), which was established by the Financial
Stability Board with the aim of improving the reporting of climate-
related risks and opportunities. We intend to work constructively with
the TCFD, and others, to develop good practices and standards for
transparency. This will be a multi-year journey, but we have already
started, and our latest reporting provides information supporting the
TCFD's recommended disclosures.

Governance
Recommendation: Disclose the organization’s governance around
climate-related issues and opportunities.

The board

The board is responsible for the overall conduct of the group'’s business,
which extends to setting our strategy and approach to the energy
transition. The board and its associated committees, where appropriate,
have oversight of climate-related matters (which include issues and
opportunities) and are updated on these matters as frequently as
necessary. In 2019 climate matters were included on the agenda for
each of the six board meetings. This informed the board’s consideration
of strategy.

The process by which the board is updated on climate-related matters
is managed by our company secretary’s office and depends on the topic
being discussed. In 2019 these processes included formal analysis of
our RIC targets, briefings with subject matter experts from the business

Climate governance: investments in 2019

and the preparation and consideration of corporate reporting documents
and AGM materials. The board has reviewed the consistency of our
current strategy with the Paris goals, see page 17.

The executive

The assessment and management of climate-related matters is
embedded across BP at various levels and delegated authority flows
down from the board, see page 83.

Climate-related matters were discussed at each of the 11 executive
team meetings in 2019 including the development of BP's net zero
ambition and aims ahead of discussion with the board.

The executive team is supported by BP's senior-level leadership and
their respective teams, with dedicated business and functional
expertise focused on climate-related matters. This includes our carbon
management, safety and operational risk, group policy and our
economics teams.

Alignment between group, business and functional leaders is fostered
through cross-functional bodies, including the group, upstream and
downstream carbon steering committees.

BP board

Considers investment cases deemed sufficiently material to warrant

the board’s attention.

[
New business models
|

I
Existing and new business models

Renewal committee

Reviews strategic, commercial and investment decisions outside of core
activity and related to new lines of business (up to $250 million organic
and $25 million inorganic capital investment). Chaired by our chief
transition officer.

Resource commitment meeting

Reviews strategic, commercial and investment decisions related to
existing and new lines of business (above $250 million organic and
$25 million inorganic capital investment). Chaired by our chief executive.

New energy frontiers Ventures investment
steering committee committee

Oversees strategy and
development of growth
opportunities in low carbon
business models that can be
scaled up to create new
businesses for BP. Chaired by
our chief transition officer.

Oversees strategic, commercial
and investment decisions in
venturing business. Chaired by
our group head of technology.

of technology.

BP Launchpad

Launchpad is BP’s business-builder and scale-up factory. Its mission
is to build five $1 billion business unicorns. Chaired by our group head
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Strategy

Recommendation: Disclose the actual and potential impacts of
climate-related risks and opportunities on the organization’s
business, strategy and financial planning where such information
is material.

We recognize the significance of the energy transition and the risks
and opportunities it presents. As part of their consideration of BP's
strategy, the board and executive team consider risks and opportunities
associated with climate change and the energy transition informed by

a range of external inputs, including the International Panel on Climate
Change (IPCC), academic research and emerging regulatory
requirements, and BP materials such as the different scenarios
described in the BP Energy Outlook 2019.

We believe that the transition to a lower carbon economy presents
significant business opportunities for BP. One of our strategic priorities
is to pursue new opportunities to meet evolving technology, consumer
and policy trends through venturing and low carbon, see page 28.

Some of the opportunities we see are set out in our RIC framework —

to improve our products, to help customers lower their emissions and to
create new, lower carbon businesses, see page 41.

We have set out 10 aims to support our ambition to be a net zero
company by 2050 or sooner and to help the world reach net zero. We
believe that collectively, these 10 aims set out a path that is consistent
with the Paris goals. One of our specific aims relates to halving the
carbon intensity of our marketed products by 2050 or sooner.

n See page 6 for more information on our net zero ambition and aims.

Strategic report

For the first time we have published the estimated lifecycle carbon
intensity of our marketed energy products, see page 40.

We recognize that climate-related risks include both:

e Physical risks - risks related to the physical impacts of climate
change including event driven risks such as changes in the severity
and/or frequency of extreme weather events.

¢ Transition risks — risks related to the transition to a lower carbon
economy including policy and legal, technology, markets and
reputational risks.

The potential impacts of such climate-related risks are described in Risk
factors, see pages 70-71. We place importance on pursuing a flexible
strategy which gives us optionality where there is uncertainty about the
pathways to achieve the Paris goals. This positions us to deliver our
strategic priorities, and net zero ambition and aims.

When developing our strategy, we draw on expertise from across the
organization. This includes our group economics team and their work

on the scenarios described in the BP Energy Outlook 2019. The Energy
Outlook, together with other scenarios, informs our price assumptions
which are part of our investment governance processes. The evaluation
of new material capex investment in 2019 for consistency with the Paris
goals is discussed on page 21.

Climate governance: management of climate-related matters in 2019

Chaired by our vice president of carbon management.

Chief executive and the executive team

Senior leadership

Carbon steering group

Focuses on strategy, policy, performance oversight and collaboration relating to carbon management activities across the group.

Delegation

Upstream carbon steering committee

Focuses on the delivery of lower carbon plans in the Upstream.
Chaired by our chief operating officer of production,
transformation and carbon, Upstream.

Al1|IqeIUN020Y

Downstream advancing the energy transition committee

Develops and drives the implementation of advancing the
energy transition in the Downstream. Chaired by our head
of technology, Downstream and chief scientist.

Underpinned by systems, processes and risk management.

@ Cross-functional committee.
@ Business and segment committee.

@ Executive-level committee.
@ Senior-leadership level.
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Our group strategic planning team is responsible for using data from
the BP Energy Outlook and implementing the insights in our strategic

frameworks, including our net zero ambition and mid-term RIC targets.

We recognize that climate-related risks are an important consideration
in developing our strategy. Climate-related risks are incorporated into
BP’s governance process, see How we manage risk on page 69.

Risk management
Recommendation: Disclose how the organization identifies,
assesses and manages climate-related risks.

Our processes for identifying and managing climate-related risks are
integrated into BP's risk management policy and the associated risk
management procedures. BP's risk management system is designed
to address all types of risks and as part of this system our operating
businesses are responsible for identifying and managing their risks.
Risks which may be identified include potential effects on operations
at asset level, performance at business level and developments at
regional level from extreme weather or the transition to a lower
carbon economy.

As part of our annual planning process we review the group's principal
risks and uncertainties. Climate change and the transition to a lower
carbon economy has been identified as a principal risk, see page 69.
This covers various aspects of how risks associated with the energy
transition could manifest. Similarly, physical climate-related risks such
as extreme weather are covered in our principal risks related to safety
and operations.

TCFD index table

TCFD recommended disclosure

Metrics and targets

Recommendation: Disclose the metrics and targets used to assess
and manage relevant climate-related risks and opportunities where
such information is material.

We present the principal group-wide metrics and targets used to assess
and manage climate-related risks and opportunities on page 17. This
includes the targets we set out in 2018 in our RIC framework.

In addition, in 2019 BP announced that sustainable GHG emissions
reductions would be included as a factor in the reward of around

37,000 eligible employees across the group and around the world,
including executive directors. This target was 10% of the group's annual
cash bonus scorecard and we exceeded the target set of 1.0Mte
(1.4Mte). In 2020 we plan to increase the percentage of remuneration
which is linked to emissions reductions for our leadership and eligible
employees. Our aim is to mobilize our workforce to become advocates
for our net zero ambition.

n For information on our 2020 remuneration policy, see page 110.

Where reported

Governance a. Describe the board's oversight of climate-related

Disclose the organization’s risks and opportunities.

Page 42.

governance around climate- b. Describe the management's role in assessing and
managing climate related risks and opportunities.

related issues and opportunities.

Page 42.

Strategy a. Describe the climate-related risks and opportunities
the organization has identified over the short,

Disclose the actual and potential
impacts of climate-related risks
and opportunities on the

medium, and long term.

Achieving the Paris goals, page 13 — for a discussion of the
different pathways and time horizons considered

RIC framework, page 41 - for an outline of opportunities.
Risk factors, pages 70-71 — description of principal risks.

organization’s business, strategy b. Describe the impact of climate-related risks and
opportunities on the organization’s businesses,

and financial planning where

such information is material. strategy, and financial planning.

Risk factors, pages 70-71 — description of principal risks.

c. Describe the resilience of the organization’s strategy,
taking into consideration different climate-related

Achieving the Paris goals, page 13.
Our strategy, page 16.

scenarios, including a 2°C or lower scenario.

Risk management a. Describe the organization’s processes for identifying
and assessing climate-related risks.

Disclose how the organization
identifies, assesses and
manages climate-related risks.

Risk management, page 44.

Upstream, page 50.

Downstream, page 56.

Other businesses and corporate, page 63.

b. Describe the organization’s processes for managing

climate-related risks.

Risk management, page 44.

c. Describe how processes for identifying, assessing,
and managing climate-related risks are integrated
into the organization’s overall risk management.

Risk management, page 44.
How we manage risk, pages 68-69.
Risk factors, pages 70-71.

Metrics and targets a. Disclose the metrics used by the organization to
assess climate-related risks and opportunities in line
with its strategy and risk management process.

Disclose the metrics and targets
used to assess and manage

Relevant group-wide metrics and targets, page 17.

relevant climate-related risks b. Disclose Scope 1, Scope 2, and, if appropriate,
Scope 3 GHG emissions, and the related risks.

and opportunities where such

GHG emissions data, page 40.

information is material.

c. Describe the targets used by the organization to
manage climate-related risks and opportunities and

performance against targets.

RIC framework, page 41.
(Also note: Net zero ambition and aims, page 6).
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Working with others

We work with peers, non-governmental organizations and
academic institutions to support the energy transition.

The Oil and Gas Climate Initiative (OGCI) brings together 13 oil and gas
companies to increase the ambition, speed and scale of the initiatives
undertaken by its individual companies to help reduce manmade GHG
emissions. OGCl announced a collective methane intensity target for
member companies in 2018.

n For more information on BP’s methane intensity, see page 34.

BP is working with OGCI Climate Investments and certain other OGCI
member companies to help progress the UK's first commercial
full-chain carbon capture, use and storage project. Net Zero Teesside
plans to capture CO, from new, efficient gas-fired power generation and
transport it by pipeline to be stored in a formation under the southern
North Sea. The infrastructure would also allow other industries in
Teesside to store CO, captured from their processes. The project,
which is currently undergoing a feasibility study, could be in operation
by the mid-2020s.

Managing our impacts

We work hard to avoid, mitigate and manage our environmental
and social impacts over the life of our operations.

The way our businesses around the world are expected to understand
and manage their environmental and social impacts is set out in our
operating management system#* (OMS). This includes requirements on
engaging with stakeholders who may be affected by our activities.

In planning our projects, we identify potential impacts from our activities
in areas such as land rights, water use and protected areas. We use the
results of this analysis to identify actions and mitigation measures and
look to implement these in project design, construction and operations.
For example, in Mauritania and Senegal we are working with national
and international scientists on the biodiversity action plan for the
Greater Tortue Ahmeyim development.

Our OMS requires each of BP's operating businesses and functions to
create and maintain its own OMS handbook, describing how it will carry
out its local operating activities. Through self-verification, local business
processes are reviewed and areas for improvement are prioritized,
allowing focus on delivering safe, reliable and compliant operations.

n For information on our oil spill performance see page 46.

Water

We review water risks every year, taking into account availability,
quantity, quality and regulatory requirements. We also use a range of
tools, including the Global Environmental Management Initiative Local
Water Tool and the World Resources Institute Aqueduct Global Water
Risk Atlas.

In 2019 we saw a 4% rise in freshwater withdrawals and a 3% rise in
freshwater consumption. This was largely due to increased production,
with freshwater withdrawal and consumption intensities remaining flat,
compared with 2018.

Air emissions

We put measures in place to manage our air emissions, in line with
regulations and industry guidelines designed to protect the health of
local communities and the environment. In 2019 we took delivery of
the last three vessels in our new fleet of six liquefied natural gas (LNG)
carriers. These use around 25% less fuel and emit less nitrogen oxides
than the older LNG carriers in the BP operated fleet.

n See bp.com/environment for more information.

Strategic report

Safety and security

Safety remains our number one priority and one of our core values.
Our aim is to have no accidents, no harm to people and no damage
to the environment.

We are working to continue to improve personal and process safety and
operational risk management across BP and to strengthen our safety
management. Our approach builds on our experience, including learning
from incidents, operations audits, annual risk reviews and sharing
lessons learned with our industry peers.

Process safety events
(number of incidents;

Recordable injury frequency
(workforce incidents per 200,000 hours worked)

)
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2015 2016 2017 2018 2019 2015 2016 2017 2018 2019
Tier 1 ® Tier2 Workforce 0.243 0.211 0.218 0.198 0.166
Employee 0.203 0.194 0.202 0.152 0.128
Contractor 0.279 0.222 0.229 0.233 0.193

= American Petroleum Institute US benchmark*
= International Association of Oil & Gas
Producers benchmark*

* APl and IOGP 2019 data reports are not available
until May 2020.

Keeping people safe

All our employees and contractors have the responsibility and the
authority to stop unsafe work. Our safety rules guide our workers on
staying safe while performing tasks with the potential to cause most
harm. The rules are aligned with our OMS and focus on areas such as
working at heights, lifting operations and driving safety.

We monitor and report on key workforce personal safety metrics in line
with industry standards. We include both employees and contractors in
our data.

Tragically we suffered two fatalities in 2019. In July a fire-fighting
assistant in our biofuels business in Brazil was fatally injured following a
fire truck accident while attending to an agricultural fire. In October a
contractor at our Whiting refinery in the US was fatally injured when he
fell from a scaffold ladder.

2019 2018 2017
Recordable injury frequency? 0.166 0.198 0.218
Day away from work case frequency® 0.047 0.048 0.055
Severe vehicle accident rate 0.05 0.04 0.03

a Incidents that result in a fatality or injury per 200,000 hours worked.
b Incidents that result in an injury where a person is unable to work for a day (shift) or more
per 200,000 hours worked.

Our recordable injury frequency, which includes BHP assets acquired in
2018, reduced by 16% in 2019. There is always more we can do and we
remain focused on achieving better results today and in the future.
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Managing safety

BP-operated businesses are responsible for identifying and managing
operating risks and bringing together people with the right skills and
competencies to address them. Our safety and operational risk team
works alongside BP-operated businesses to provide oversight and
technical guidance, while our group audit team visits sites on a
risk-prioritized basis to check how they are managing risks.

Our operating management system

Our OMS is a group-wide framework designed to help us manage risks
in our operating activities and drive performance improvements. It brings
together BP requirements on health, safety, security, the environment,
social responsibility and operational reliability, as well as related issues,
such as maintenance, contractor relations and organizational learning,
into a common management system.

Our OMS also helps us improve the quality of our activities by setting a
common framework that our operations must work to. We review and
amend these requirements from time to time to reflect our priorities.
Any variations in the application of our OMS, in order to meet local
regulations or circumstances, are subject to a governance process.
Recently acquired operations need to transition to our OMS.

Preventing incidents

We carefully plan our operations, with the aim of identifying potential
hazards and having rigorous operating and maintenance practices
applied by capable people to manage risks at every stage. We design
our new facilities in line with process safety, good design and
engineering principles.

We track our safety performance using industry metrics such as the
American Petroleum Institute recommended practice 754 and the
International Association of Oil & Gas Producers recommended
practice 456.

2019 2018 2017
Tier 1 and tier 2 process safety events*? 98 72 79
QOil spills = number® 152 124 139
Oil spills contained 90 63 81
Oil spills reaching land and water 58 57 58
Oil spilled — volume (thousand litres) 710 538 886
Oil unrecovered (thousand litres) 300 131 265

a Tier 1 process safety events are losses of primary containment of greatest consequence
- such as causing harm to a member of the workforce, costly damage to equipment or
exceeding defined quantities. Tier 2 events are those of lesser consequence.

b Number of spills greater than or equal to one barrel (159 litres, 42 US gallons).

The total number of tier 1 and tier 2 process safety events increased

in 2019, mainly reflecting performance in assets recently acquired.
Underlying performance across the group improved slightly from 2018.
We are implementing BP procedures and processes to help bring newly
acquired assets in line with BP assets.

We investigate incidents including near misses. And we use leading
indicators, such as inspections and equipment tests, to monitor the
strength of controls to prevent incidents. We also use techniques that
help teams to analyse and redesign tasks to reduce the chance of
mistakes occurring.

Emergency preparedness

The scale and spread of BP’'s operations means we must be prepared
to respond to a range of possible disruptions and emergency events.
We maintain disaster recovery, crisis and business continuity
management plans and work to build day-to-day response capabilities
to support local management of incidents.
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Cyber threats

The severity, sophistication and scale of cyber attacks continues to
evolve. The increasing digitalization and reliance on IT systems makes
managing cyber risk an even greater priority for many industries,
including our own.

The risk comes from a variety of cyber-threat actors, including nation
states, criminals, terrorists, hacktivists and insiders. As with previous
years, we've experienced threats to the security of our digital
infrastructure, but none of these had a significant impact on our
business in 2019. We have a range of measures to manage this risk,
including the use of cyber-security policies and procedures, security
protection tools, continuous threat monitoring and event detection
capabilities, and incident response plans. We also conduct exercises

to test our response to and recovery from cyber attacks. To encourage
vigilance among our staff, our cyber-security training and awareness
programme covers topics such as phishing and the correct classification
and handling of our information. We collaborate closely with governments,
law enforcement and industry peers to understand and respond to new
and emerging threats.

Security

\We monitor for hostile actions that could harm our people or disrupt
our operations. These actions might be connected to political or social
unrest, terrorism, armed conflict or criminal activity. We take these
potential threats seriously and assess them continuously.

Our 24-hour response information centre in the UK uses state-of-the-art
technology to monitor evolving high-risk situations in real-time. It helps
us to assess the safety of our people and provide them with practical
advice if there is an emergency.

This year, we faced a number of protests. We worked with local police,
including marine authorities, to minimize any disruption from these to
our operations.

Working with contractors

Through documents that help bridge between our policies and those

of our contractors, we define the way our safety management system
co-exists with those of our contractors to manage risk on a site. For our
contractors facing the most serious risks, we conduct quality, technical,
health, safety and security audits before awarding contracts. Once they
start work, we continue to monitor their safety performance.

Our OMS includes requirements and practices for working with
contractors. Our standard model contracts include health, safety and
security requirements. We expect and encourage our contractors and
their employees to act in a way that is consistent with our code of
conduct and take appropriate action if those expectations, or their
contractual obligations, are not met.

Our partners in joint arrangements

In joint arrangements where we are the operator, our OMS, code of
conduct and other policies apply. We aim to report on aspects of our
business where we are the operator — as we directly manage the
performance of these operations. VWWe monitor performance and how risk is
managed in our joint arrangements, whether we are the operato