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The energy we produce serves
to power economic growth

and lift people out of poverty.
The way heat, light and mobility
are delivered is changing. We aim
to anchor our business In these
changing patterns of demand,
rather than in the quest for supply.
We have a real contribution

to make to the world’s ambition
of a low carbon future.

©9
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BP at a glance

We are a global energy business
with wide reach across the
world’s energy system. We have

employees

operations in Europe, North and

South America, Australasia, Asia

and Africa.

Seale 74,000

/0

countries

18,441

million barrels of ol
equivalent — proved
hydrocarbon reserves?

18,300

retail sites

BP in action

Highlights of some of
our activities in 2017.

us

Achieved record crude
throughput levels at
Whiting refinery, and listed
BP Midstream Partners as
a separate company.

Trinidad

Made two significant

gas discoveries with the
Savannah and Macadamia
exploration wells.

Mexico

Opened more than 120 retail
sites, and became one of the
first private companies

to supply natural gas

to its domestic market.

2 * See Glossary

1.5bn

barrels of oil equivalent

transported by
BP shipping

Europe

Established Lightsource
BP — Europe's biggest
developer of large-scale
solar projects, and achieved
record production at our
Geel petrochemicals plant
in Belgium.

20n a combined basis of subsidiaries
and equity-accounted entities.

Azerbaijan

Signed a contract that
will help maximize
recovery from the
Azeri-Chirag-Deepwater
Gunashli fields over

the next 32 years.

Senegal
Made a major gas
discovery offshore
Senegal with joint
venturex partner
Kosmos Energy.

Gulf of Mexico

Found significant additional
oil resources at our Atlantis
field using new seismic
imaging technology.

Argentina

Formed a new integrated
energy company with
Bridas, to create the
country’s largest privately
owned energy company.

BP Annual Report and Form 20-F 2017

Egypt

Made a gas discovery
in the North Damietta
Offshore Concession

in the East Nile Delta.



Performance $3 4bﬂ

Russia

Agreed to develop
resources in the
Kharampurskoe and
Festivalnoye licence areas
jointly with Rosneft.

profit attributable to
BP shareholders

(2016 $115 million) KPI

36

million barrels of oil
equivalent per day —
hydrocarbon production

(2016 3.3mmboe/d) KPI

18

tier 1 process
safety eventsk

(2016 16)

$6.2b

underlying replacement
cost profitk

(2016 $2.6 billion) KPI

China

Sold our interest in
SECCO petrochemical
company to Sinopec.

Indonesia

Established
a retail joint
venture with
AKR.

India

Agreed to work with
Reliance Industries

in areas such as
differentiated fuels and
lower carbon energy
solutions.

143%

group proved reserves
replacement ratiok?

(2016 109%) KPI
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Data as at or for the year ended
31 December 2017 unless
otherwise stated.

KPI See key performance
indicators on page 18.
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2 0n a combined basis of subsidiariesk
and equity-accounted entities.

We delivered seven major
projects in 2017

@ Taurus and Libra

© Trinidad onshore
compression

- © Quad 204

@ Persephone

© Juniper

@ Khazzan Phase 1
@ Zohr

D See A year of delivery on
page 14.

Group performance
Page 21

Upstream
Page 26
Downstream
Page 32

Rosneft
Page 38

Alternative Energy
Page 42

See Glossary



How we run our business

From the deep sea to the desert,
from rigs to retail, we deliver
energy products and services

to people around the world.

We provide customers with fuel for transport,
energy for heat and light, lubricants to keep
engines moving and the petrochemicals
products used to make everyday items such
as paints, clothes and packaging.

We have a diverse portfolio across
businesses, resource types and geographies.
Having upstream and downstream
businesses, along with well-established
trading capabilities, helps to mitigate the
impact of commodity pricing cycles. Our
geographic reach gives us access to growing
markets and new resources, as well as
diversifying exposure to geopolitical events.

We believe that our long history,
well-recognized brands and customer

offers, combined with our unique partnership
with Rosneft, help differentiate us from

our peers.

Business model foundations

Safe and reliable operations Talented people

We strive to create and maintain a safe
operating culture where safety is front and
centre. This is not only safer for people
and the environment — it also improves the
reliability of our assets.

D see Safety and security on page 47.

We work to attract, motivate, develop 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 depends on it.

D See Our people on page 53.

Finding oil and gas

Developing and extracting oil and gas

Ourrole in society

The energy we produce helps to support
economic growth and improve quality

of life for millions of people. We strive to
be a world-class operator, a responsible
corporate citizen and a good employer.

We believe that the societies and
communities we work in should benefit
from our presence. In supplying energy
we contribute to economies around the
world by employing local staff, helping
to develop national and local suppliers,
and through the taxes we pay to
governments. Additionally, we aim

to create meaningful, sustainable and
positive impacts in those communities
through our social investments.

n bp.com/society

Creating shareholder value

Finding oil and gas

New access allows us to renew our portfolio,
discover additional resources and replenish
our development options. We focus our
exploration activities in the areas that are
competitive in the portfolio, and develop and
use technology to reduce costs and risks.

Developing and extracting

oil and gas

\We create value by seeking to progress
hydrocarbon resources and turn them into
proved reserves or divest them if they do not
fit with our strategic priorities. We develop
the resources that meet our return threshold,
and produce hydrocarbons that we then sell
to the market or distribute to our downstream
facilities. Our upstream pipeline of future
projects gives us choice about which we
pursue — see page 30.

BP Annual Report and Form 20-F 2017

We also seek to grow or extend the life of
existing fields — such as our Quad 204 major
project which aims to unlock additional
resources from the Schiehallion area

of the UK North Sea.

Transporting and trading

We move oil and gas through pipelines and
by ship, truck and rail. We also trade a variety
of products including oil, natural gas, liquefied
natural gas, power, carbon products and
currencies. BP's traders complete around
550,000 transactions and serve more

than 12,000 customers across some

140 countries in a year. Our customers

range from independent power producers

to utilities and municipalities. In addition we are
helping to meet LNG demand in Asia including
developments in China and Vietnam.




Technology, innovation and venturing Partnerships and collaboration

New technologies are enabling us to produce
energy safely and more efficiently. We
selectively research and invest in areas with
the potential to add greatest value to our
business now and in the future.

n See Innovation in BP on page 44.

Transporting and trading

We use our market intelligence to analyse
supply and demand for commodities across
our global network. This helps us deliver
what the market needs, when it needs it,
identify the best markets for BP's crude

oil, source optimal raw materials for our
refineries and provide competitive supply
for our marketing businesses.

Manufacturing and marketing fuels

and products

We produce refined petroleum products at
our refineries and supply distinctive fuel and
convenience retail services to consumers.
Our advantaged infrastructure, logistics
network and key partnerships help us to
have differentiated fuels businesses and
deliver compelling customer offers.

We aim to build enduring relationships
with governments, customers, partners,
suppliers and communities in the countries
where we operate.

D Sce Rosneft on page 38.

Manufacturing

Generating renewable energy

Our lubricants business has premium
brands and access to growth markets.

It also leverages technology and customer
relationships, all of which we believe gives
us competitive advantage. We serve
automotive, industrial, marine and energy
markets across the world.

And in petrochemicals our proprietary
technology solutions deliver leading cost
positions compared to our competitors.

In addition to our own petrochemicals
plants, we work with partners and license
our technology to third parties.

| iind
BP*Annual Report and Form'20-F 2017

Governance and oversight

Our risk management systems and policy
provide a consistent and clear framework
for managing and reporting risks. The board
regularly reviews how we identify, evaluate
and manage risks.

D See How we manage risk on page 55.

Marketing fuels and products

Generating renewable energy

We have been investing in renewables

for many years —and our focus today is on
biofuels, biopower, wind energy and solar
energy. We operate a biofuels business in
Brazil, using one of the world’s most
sustainable and advantaged feedstocks to
produce both low carbon ethanol and low
carbon power. \We provide renewable power
through our significant interests in onshore
wind energy in the US, and develop

and deploy technology in our wind business
to drive efficiency. Through our acquisition of
Clean Energy's renewable natural gas
business, we are helping to power vehicle
fleets from organic waste. And in solar
energy we will target the growing demand
for large-scale solar projects worldwide,
including with our partner Lightsource.

MBIAIBNO — Liodel 0iBe1enS




Chairman'’s letter

616

Our goals aim to balance society’s need for more
energy with our clear ambition of playing our
part in the transition to a lower carbon world. We

are investing for the future in both hydrocarbons
and in technologies which will be important in
that transition.

919

Above: Meeting with investors at
the 2017 annual general meeting.

Dear fellow shareholder,

In 2017, the global economy continued to be strong
and to grow while concerns around the geopolitical
environment increased. For BP, as a global business,
this was the backdrop to our operations.

Against this background we have had a strong year. A
year in which there was delivery and growth across all
our businesses as Bob describes later in his letter. This
was achieved with continued strong focus on safety. It's
an impressive performance from a great team. They are
now fully into their stride and are performing very well.

All of this gave us confidence to continue the dividend

at 10 cents per ordinary share through 2017 and
shareholders can still take dividends in shares rather than
cash. In the fourth quarter we restarted share buybacks
to offset the dilutive effects of the scrip shares.

[t remains the board's policy to grow sustainable free
cash flow and distributions to shareholders.

So, a strong year and an important first year in the
delivery of the commitment we made in 2016 to
shareholders. So, I'd like to take stock and reflect on
where BP is now and the progress that we've made over
the past eight years.

BP’s path

We were faced with a crisis in 2010 that could have
threatened the very being of the company. A crisis that
should never have happened. It required resolute action
on many fronts to see us through and it is a great tribute
to everyone in BP that the foundations were laid for our
recovery.

This involved doing things differently and thinking
differently. We had to act simultaneously on many
fronts. We had to address the issues in the US while
restructuring our investments in Russia —and all the
while ensuring that we had a clear strategy for delivering
value for our shareholders. All of this in a world that is
looking towards a transition to lower carbon.

In addressing these challenges, BP showed a deep
resilience. With the leadership of Bob and his team the
whole organization was engaged with the board playing a
full role.

Itis from this resilience that we have been able to set a
clear strategy with goals out to 2021. A strategy which
will grow BP and be responsive to the many changes that
are happening in the world around us.

Our challenge for the future

Our goals aim to balance society's need for more energy
with our clear ambition of playing our part in the transition
to a lower carbon world. We are investing for the future in
both hydrocarbons and in technologies which will be
important in that transition. The world is changing
quickly, quicker than we have seen before. There is no
one solution and no one right way ahead. Our approach is
clearly aimed at being flexible and responsive.

6 BP Annual Report and Form 20-F 2017



Whatever scenario we look at, whether from BP or the
IEA, there will need to be investment to ensure that
sufficient hydrocarbons are available during the transition
for the years to come. The world will continue to need
supplies of hydrocarbons. We need the understanding
and trust of society to make these investments to meet
this global demand. Renewables cannot be developed
quickly enough to meet the increasing need for energy.

This is not a choice between two investment
approaches, both are needed for the world to be able to
grow. Our strategic priorities address this. We are
committed and we demonstrate that commitment in
reports that we will soon publish.

Remuneration

Executive remuneration remains a clear issue of focus
for shareholders and society. | would like to thank our
shareholders for the support which you gave to our new
remuneration report at the 2017 AGM. This was an
important step forward in regaining your confidence.

As is clear from Dame Ann Dowling’s letter later in this
report, we are implementing this policy in a considered
way. As is the case with the way remuneration works,
there are awards maturing which are governed by our
previous policy. We have carefully considered the impact
of these. Working with the executives, the committee
has exercised appropriate discretion to reflect your
experience as shareholders over the past three years.

Ann will be standing down from this committee at the
AGM after three years in the chair. | would like to thank
her for all the work that she has done in leading the
committee through some very difficult times. Paula
Reynolds will take the chair of this committee.

The board

The board has continued to work with Bob and his team
on many issues relating to our strategy, our oversight of
the risks that BP faces and our understanding of the
evolving challenges of the lower carbon transition.

Our oversight of these risks is principally carried out
through the work of our committees. However there are
certain risks, such as cyber security, where it is important
that it is considered by the board.

As a board we know that we can only bring long-term
value to our shareholders if we understand the needs of
and serve the communities in which we work. We need
to listen to and be responsive to the voices of those
communities and of our own employees.

Membership of the board continues to evolve. Paul
Anderson will be retiring at the AGM in May. Paul joined
the board two months before the Deepwater Horizon
accident. He has very deep experience of the energy
industry and has been a major source of advice and
counsel to me and to the board over these years. Paul
has made a great contribution to the board and its
committees over some difficult times. | thank him on
my own behalf and on behalf of the board.

BP Annual Report and Form 20-F 2017

$7.9 bn

total dividends distributed
to BP shareholders

5.7%

ordinary shareholders
annual dividend yield

Melody Meyer was elected to the board at the 2017

AGM. Melody has an extensive career in global oil and
gas at Chevron. The board is proposing that Dame Alison
Carnwath be elected as a director at the 2018 AGM.
Alison has extensive financial experience both as an
executive and non-executive. She has worked with
global organizations and will bring a broad range of skills
to the BP board and to the audit committee which she
will join upon appointment. Both these appointments
emphasize the board’'s commitment to diversity. This will
continue to enhance independent thinking and healthy
challenge.

5.7%

ADS shareholders
annual dividend yield

Our purpose

BP has a clear purpose. Our role is to produce energy
which can power economic growth and lift people out

of poverty. We need to do this in a way that responds to
the ambition of a world for a low carbon future. We have
made considerable progress in 2017. It has been a great
year, but we must not be complacent. We are in a
competitive environment in a quickly changing world and
our business needs to be ready to meet those demands.

Bob and his team have once again done an excellent job
in steering BP through this year and setting a course for
the future. Thank you to Bob and the team, to my
colleagues on the board and to all our employees for all
their work during the year. My thanks also go to you our
shareholders for your support of BP.

I'will be standing down during 2018 at some time after
the May AGM and as | look back | feel good about the
company. It's in a great position to grow. | am sure that |
will have the opportunity to thank you for the support you
have given me in due course.

oy

Carl-Henric Svanberg
Chairman
29 March 2018

Above: Visiting Aker’s Tranby
technology centre near Oslo.

D More information

Corporate governance
Page 59

* See Glossary
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Group chief executive's letter

616

We said that 2017 would be a very important
year for BP. We set out ambitious plans for the

year and we delivered on them.

99

$3.4bn

profit attributable to
BP shareholders

Above: Chairing the panel of
the Oil and Gas Climate Initiative
meeting in London.

Dear fellow shareholder,

In this report last year, BP set out a five-year strategy and
promised a story of growth. One year into that five-year
plan | am pleased to report that your company has just
delivered a significant year of both disciplined execution
and exciting growth.

In many ways it was an extraordinary year for BP. Here
are some of the headlines:

e Underlying profit $6.2 billion.

e Upstream production up 12%.

e Record earnings in Downstream.

e Our most successful year for exploration since 2004.

e Group reserves replacement ratio the highest in
10 years.

Of course, we were helped by an improving oil price.
But that only tells part of the story. 2017 was a year
where we again maintained our improved trend in
safety performance for most of our main personal and
process safety metrics, although we have seen a slight
increase in our tier 1 events. Better safety and improved
operational reliability, combined with strong discipline in
our cash and capital costs, fed through into our financial
performance.

In a complex and uncertain world this may seem like a
simple equation — safe and reliable operations plus cost
discipline is good for the bottom line. But it works and the
numbers prove this.

We plan for the long term and we also measure our
progress year on year and quarter by quarter.

We were disappointed that we had to increase the
provision relating to claims associated with the Gulf of
Mexico spill, although we made real progress during the
year in our efforts to close out the remaining claims. The
claims facility is now winding down although a number of
claims remain to be resolved.

Our five-year plan

As | said, last year we set out our strategic priorities.
Simply put, these are designed to meet the dual
challenge: to produce more of the affordable energy that
the world needs while producing and delivering it in new
ways, with fewer emissions, that society wants.

The key to this dual challenge is to recognize that this

is not just a race to renewables, it's a race to lower
greenhouse gas emissions. So, while we are fully
committed to the energy transition that is underway, we
also see a lot of uncertainty around the pace and path of
how this will unfold.

Our aim is to build a strong and flexible strategy with a
high-quality portfolio and the ability to adapt quickly as
the pace and path become clearer.

That means in the Upstream we are focused on growing
oil and gas in a way that offers us advantages in terms of
margin and value, with the reduced emissions in mind.

In the Downstream we continue to develop advantaged
manufacturing and marketing businesses that can create
value from existing, new and emerging markets.

8 BP Annual Report and Form 20-F 2017



We are preparing for a low carbon future by investing

in new companies and technologies across BP while
also leveraging knowledge from the development of our
existing Alternative Energy businesses.

And we are modernizing how BP works, using

technology and data to work more efficiently and
digitizing our processes.

Disciplined execution in 2017

We said that 2017 would be a very important year for BP.
We set out ambitious plans for the year and we delivered
on them.

95.3%

refining availabilityx

94.7%

Upstream plant

MBaIAIBAO0 — Liodal 016e1eNS

reliabilityx
We promised to start up seven major projects in the
Upstream. We brought these online and under budget for
the portfolio as a whole. These projects, along with the emissions in our operations; improving the products our
six we brought online in 2016, have contributed to a 12% customers use to help them reduce their emissions;
increase in our production. That helps to put us on track creating new low carbon businesses and offers that
to deliver 900,000 barrels of new production per day by complement our existing portfolio.
2021. We also strengthened our portfolio with our most .
: . . In the low carbon space, we entered into a new
successful year of exploration since 2004, sanctioned o .
. . I . partnership with Lightsource, a global leader in the
three exciting new projects in Trinidad, India and the Gulf w
. o development, acquisition and long-term management
of Mexico and added 143% reserves replacement for the £l | | : | h
oup of large-scale solar projects. In new ventures, we have a
9 ' pipeline of more than 40 active investments with more
In the Downstream we promised to grow earnings. In than 200 partners looking to exploit opportunities in
fact, we had our best ever year, with a replacement cost advanced mobility, bio products, carbon management
profit of $7.2 billion, driven by strong earnings growth in and low carbon power and storage.
our marketing and manufacturing businesses. This came . .
. ’ : These are a few examples that | believe show we are in
from volume growth in our premium fuels and lubricants, .
. . great shape to act where we see opportunity to make a
the growth of our successful convenience retail . . - )
) ) real difference to this transition and, at the same time,
partnerships around the world and strong performance in
: create value for our shareholders.
manufacturing.
. o, Strength in relationships
Exciting growth opportunities 9 . . P )
R ) ) The world is changing fast and there is a lot of
This is a time of transformational change for ourindustry. ,certainty of what the future will actually look like. To
An era of abundant resources a‘n'd a changing fuel mix stay competitive a company needs to be in tune with
mean that we must be competitive today and adaptfast 5o ciety While we are making progress with issues such
to change for tomorrow. So, we must modernize how we 45 gender and ethnicity representation, we recognize we
work, embrace new advanced technologies and malnta|n still have more to do. Beyond having the right strategy,
our downward pressure on costs. We are already in to succeed and thrive in uncertainty requires strong and
action across BP. trusting relationships. | am grateful to our partners, host
In the Upstream we are growing gas and advantaged governments and other stakeholders who have stood
oil on many fronts: signing a 25-year extension to our by us in hard times and continue to work with us to help
ACG production-sharing agreementx in Azerbaijan; shape our future and the future energy landscape.
strengthening our relationship with Petrobras and | am also grateful to you, our shareholders who have
accessing the prolific Santos basin in Brazil; extending shown great patience while we stabilized BP and built up
our innovative alliance with Kosmos in Wgst Africa; our resilience. | hope you see our recent performance as
growingin Noryvay though our Aker BP Jom_t ventu_re, and signs that this patience is being rewarded.
adding production from onshore Abu Dhabi following the
deepening of our long-term strategic relationship with And last, bU,t not least, I want to thank the global BP
the Abu Dhabi National Oil Company (ADNOC) at the team. | don't believe there is another company of our
end of 2016. size and scale that can adapt and manage change better
o » than we can. This spirit of invention and purpose has
In the Downstream we are building competitively been alive across BP for over a century and will carry us
advgntaged bu5|.nesses,lextend|ng our differentiated . forward into what, | believe, is a very bright future.
retail fuels offer in material new markets such as Mexico,
India, Indonesia and China; entering into a new joint
venture with DongMing Petrochemical as part of a %k Above: At the inauguration of
focused growth strategy in China; renewing and creating the first phase of development
. : K . of Oman'’s giant Khazzan gas
new partnerships in lubricants with Renault Nissan, Ford, field.

VW and Volvo.
Bob Dudley

Group chief executive
29 March 2018

At the same time, we must look to produce and deliver
energy in new ways, with fewer emissions, to help
meet the world’s climate goals. At BP we have been
. . Page 12
working on this challenge for over two decades and that
. . Group performance
has informed our approach today: working to reduce Page 21

D More information

Strategy
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The ehanging world of energy

B Ny

The world of energy is changing every
day. With rising concerns about climate,

technological advances and geopolitical
shifts, the energy mix is moving towards
lower carbon sources.

2040 outlook

Growing demand for energy

People rely on energy for heat, light and mobility.
Growing economies need energy to support their
industry and infrastructure. How that energy is delivered
is changing rapidly and the energy mix of the future will
become increasingly lower carbon.

The demand for energy continues to grow — largely
driven by rising incomes in emerging economies and
a global population heading towards nine billion by
2040. But this growth is much slower than in the
previous 20 years. The extent of the increase is being
curbed by gains in energy efficiency, as there is
greater attention around the world on using energy
more sustainably.

Energy consumption by region?
(billion tonnes of oil equivalent)

0 3 6 9 12 15 18
® OECD Other Asia ® India © Rest of World
@ China @ Africa

2 Evolving transition scenario.

Above: Our Ituiutaba sugar cane processing unit in Brazil.

10

Energy mix is shifting

Today, oil and gas account for almost 60% of all energy
used. Even in a scenario that is consistent with the Paris
goals of limiting warming to less than 2°C, oil and gas
could provide around 40% of all energy used by 2040.
So it's essential that action is taken to reduce emissions
from their production and use.

In a low carbon world, gas offers a much cleaner
alternative to coal for power generation and a valuable
back-up for renewables, for example when the sun
and wind aren't available. Gas also provides heat for
industry and homes and fuel for trucks and ships.

e To meet the rising demand for cleaner energy,
we are increasing our gas production.

Renewables are the fastest-growing energy source
and could account for at least 14% of all energy in 2040.

e \We are building up our renewable portfolio — focusing
on biofuels, biopower, wind energy and solar energy.

Qil is the primary fuel for transport today. We expect its
share of the total energy mix will gradually decline as we
see more energy efficiency in traditional engines, greater
use of biofuels and gas, and growth in fully electric and
hybrid vehicles, as well as ride sharing, in the years
ahead.

¢ \We are developing new efficient fuels and lubricants
that can help our customers and consumers to lower
their emissions.

Advances in technology

Insights from our Energy Outlook and Technology
Outlook help shape our strategic thinking. We consider
how policy, consumer behaviour and advances in
technology could affect the pace of the energy transition
and how we produce and use energy in the coming
decades.

e \\Ve prioritize certain new technologies for in-depth
analysis — based on their fit with our strategy and how
soon and likely we think they are to break through
technological and commercial barriers. We also invest
in start-up companies to understand and participate
in these potentially transformational technologies.
See Innovation in BP on page 44.
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Emerging greenhouse gas policy and
regulation

Governments are putting in place taxes, carbon trading
schemes and other measures to limit greenhouse gas
(GHG) emissions. A fifth of the world's GHG emissions
are now covered by carbon pricing systems, double the
coverage from just five years ago. We expect around two
thirds of BP's direct emissions will be in countries subject
to emissions and carbon policies by 2020. And we have
been active as a trader in the world’s current emissions
trading systems since their inception.

To help anticipate greater regulatory requirements
affecting our GHG emissions, we use a carbon cost
when evaluating our plans for large new projects and
those for which emissions costs would be a material part
of the project. In industrialized countries, this is currently
$40 per tonne of carbon dioxide equivalent.

e \We also stress test at a carbon price of $80 per tonne.

Our carbon cost, along with energy efficiency
considerations, encourages projects to be set up
in a way that will have lower GHG emissions.

Energy consumption — 2040 projections

MBIAIBAO0 — Liodal 016e1eNS

80-90%

CO, emissions

Around 80-90% of carbon dioxide emissions from oil and gas products are

from their use by consumers in transportation, power plants, industries and
buildings. So one of the biggest contributions we can make to advance the energy
transition is by providing products and services that help consumers lower their
carbon footprint.

C

2016 Actual energy mix

33%

2040 Evolving transition

X
]
2040 Faster transition
3
0
N
2040 Even faster transition
8
0 3 6

Billion tonnes of oil equivalent. The sum of the fuel shares may not

() o () cas 2 coal

Nuclear

19%

&

g

24%
7%

26%
21%
5%
7%

22%
13%

R
~

8%

10%

2
%

9 12
equal 100% due to rounding.
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Hydro Renewables

Evolving transition Faste

In this scenario, government policies,
technology and social preferences evolve in a
manner and speed seen in the recent past. The
growing world economy requires more energy
but consumption increases less quickly than

in the past.

switchi

This scenario sees carbon prices rising faster
than in the evolving transition scenario with
other policy interventions encouraging more
rapid energy efficiency gains and fuel

Even faster transition

This scenario matches carbon emissions
similar to the International Energy Agency's
sustainable development scenario which
aims to limit the global temperature rise

to well below 2°C.

r transition

ng.

D More information

BP Energy Outlook

Provides our projections of future energy trends
and factors that could affect them out to 2040.
See bp.com/energyoutlook

Technology Outlook

Describes how technology could influence the way
we meet the energy challenge into the future.

See bp.com/technologyoutlook

BP Annual Report and Form 20-F 2017 1



Our industry is changing at a pace

not seen in decades. Qil, gas and
renewables are becoming more
abundant and less costly.

Through new technologies, energy will

be produced more efficiently and in new
ways, helping to meet the expected rise

in demand. And the world is working
towards a lower carbon future. Our strategy
allows us to be competitive at a time when
prices, policy, technology and customer
preferences are evolving.

We believe having a balanced portfolio
with advantaged oil and gas, competitive
downstream and low carbon activities,
as well as a dynamic investment strategy
give us resilience.

With the experience we have, the portfolio
we have created and the flexibility of

our strategy, we can embrace the energy
transition in a way that enhances our
investor proposition, while meeting

the need for energy today.

Financial framework

How this underpins our
commitment to sustain the
dividend for our shareholders.

See page 25

See Glossary

Growing gas and
advantaged oll in
the upstream

»

«

Invest in more gas and
oil, producing both with
increasing efficiency.

Key highlights

BP Annual Report and Form 20-F 2017

Major project start-ups
Started up seven major projectsx, making a

significant contribution to the 900,000 barrels
per day of expected new production by 2021.

Exploration successes

Made six potentially commercial discoveries
—two in the UK, two in Trinidad, one in Egypt
and one in Senegal with our partner Kosmos
Energy.

n See page 27

Seismic success

Found significant additional oil resources at
our Atlantis field in the Gulf of Mexico using
anew seismic imaging technique.

Enduring relationships

Extended our contract in the Azeri-Chirag-
Gunashi field in Azerbaijan for a further 25
years, continuing our long-term advantaged
oil production.




. o
Market-led growth
In the downstream

/A

Innovate with advanced
products and strategic
retail partnerships.

Venturing and
low carbon across
multiple fronts

Pursue new opportunities
to meet evolving technology,
consumer and policy trends.

Convenience partnerships

Continued the rollout of our convenience
partnership model across our retail network —
adding more than 220 sites in 2017, bringing
the total to 1,100.

Retail sites in Mexico

Became the first global brand to enter
the Mexican retail fuels market since

deregulation — opening more than 120
BP-branded retail sites during the year.

n See page 33

Lower carbon products

Expanded our lower carbon products
portfolio with Castrol EDGE BIO-SYNTHETIC
now available in the US, the supply of jet
biofuel in Sweden and Norway, and our PTAir
brand — now available globally.

High-quality lubricants
Announced plans to build a high-quality
lubricants blend plant in China.

Advancing biofuel technology

Acquired the Nesika ethanol plant in Kansas,
with joint venturex partner DuPont, to
commercialize Butamax® bio-isobutanol
technology.

Investing in artificial intelligence

Invested in Al software for the oil and gas
industry with venture partner Beyond Limits.

D see page 46

Renewable gas

Acquired Clean Energy's renewable

natural gas business — giving BP access to its
network of gas transport customers and
helping to make biogas, made from organic
waste, more accessible to natural gas
powered vehicle fleets.

Generating solar energy

Partnered with Lightsource — Europe's largest

solar development company — to help propel
its continuing and rapid expansion worldwide.

BP Annual Report and Form 20-F 2017

Modernizing
the whole group

—

Simplify our processes and
enhance our productivity
through digital solutions.

Automating well construction

Launched DrillPlan® —a new technology

to automate the entire well construction

process —at our Khazzan field in Oman, |
in partnership with Schlumberger.

Serving customers digitally

Launched a range of digital apps to
enhance our customers’ experiences,
such as BPMe and in partnership with
TomTom Telematics, BP FleetMove.

Speedier solutions

Began a multi-year project to move
our electronic information from
physical data centres to the cloud.

n See page 23

Carbon trading

Used our powerful market insights and
innovative platforms to help generate over
12 million tonnes of CO; reductions through
carbon offsetting projects to help customers
meet their emissions commitments.

See Glossary



A year of delivery

This was a big year for BP with seven

major projects* coming onstream, making © Taurus and Libra O Persephone

it one of the most significant years for © Trinidad onshore © Juniper

commissioning new projects in our history. compression (TROC) @ Khazzan Phase 1
® Quad 204 @ Zohr

This puts us well on the way to achieving our
aim of 900,000 barrels of oil equivalent per
day of new production from our new major
projects by 2021.

ol e Production around 20% above plan. | o i across

55,000km?

in Egypt - about
the size of Croatia

BP and its partners

= | o Added significant gas production
to the Egyptian market.

- - CEEE i 100% of the gas
L il e . i L] from the project
o 1 Mg . . : will be used for
At e | : the national grid
(3
W_. 1 Fastfacts
g _..‘l\ﬂ
o, * Operator BP
t || Partners BP (82.75%)
. A4 RWE Dea (17.25%)
) | Project type Conventional gas
.| Peak annual average ~105mboe/d (gross)
:-I-'_J production ~80mboe/d (net)
Frr
i
¥ —'r':

¢ |ncreased production from low-pressure wells in our
existing acreage in the Columbus Basin.

e This onshore facility has the capacity to deliver nearly
200 million standard cubic feet of gas per day when
fully operational.

+50vears

as largest contributor

to natural gas

production.in

Trinidad Fast facts

Operator Atlantic LNG

Partners 100% owned by BP Trinidad and
Tobago which is owned by BP (70%)
and Repsol (30%)

Project type Liquefied natural gas

Peak annual average  ~35mboe/d (gross)
production ~35mboe/d (net)

See Glossary BP Annual Report and Form 20-F 2017



e Extended the lives of the Schiehallion
and Loyal fields out to 2035 and
beyond.

e Constructed and installed Glen Lyon,
the world’s largest harsh-water floating
production, storage and offloading
vessel.

e Progressed BP's aim to double
UK North Sea production by 2020.

Fast facts
Operator BP
Partners BP (36%)
Shell (54%)
Siccar Point Energy (10%)
Project type Conventional oil

Peak annual average  ~125mboe/d (gross)
production ~45mboe/d (net)

£2bn+

contracts awarded
to UK companies

2
®

Quad 204 is expected
to return the fields to
their historical peak
production

¢ |ncreased gas production from

the North West Shelf project
— Australia’s largest oil and
gas resource development.

e The North West Shelf project
contributes around a third of
Australia’s oil and gas production.

Fast facts
Operator Woodside
Partners BP (16.67%)
BHP, Chevron,
Shell, Woodside and
Mitsubishi-Mitsui (16.67 % each)
Project type Liquefied natural gas

Peak annual average ~50mboe/d (gross)
production ~8mboe/d (net)

ABejenys — podai oibsiens




e Qur first subsea field development in
Trinidad.

e \\We expect Juniper will make a significant
contribution to Trinidad & Tobago's national
gas production.

10,000 tons

e Accessed gas in extremely hard
rock at depths of up to 5km using
expertise from our US Lower 48

business.

e Conducted the world's largest
onshore seismic survey and
3D modelling of the subsurface.

¢ Designed to be inherently
efficient and lower in
greenhouse gas emissions.

Fast facts

Operator BP

BP (60%)
Oman Oil (40%)
Tight gas

Peak annual average  ~172mboe/d (gross)
production ~103mboe/d (net)

Partners

Project type

Fast facts

Operator BP

Partners 100% owned by BP Trinidad
and Tobago, which is owned
by BP (70%) and Repsol (30%)

Project type Liquefied natural gas

Peak annual average
production

~95mboe/d (gross)
~95mboe/d (net)

One of the biggest tight
gas projects in the
Middle East



7 Egypt: Zohr

e Started up in less than two and a half years
from discovery — a record time for a field
of this size in deepwater.

e Thought to be the largest gas discovery
in the Mediterranean.

Fast facts
Operator ENI
Partners BP (10%)

Eni (60%)

Rosneft (30%)
Project type @ Dry gas
Peak annual average ~364mboe/d (gross)
production ~36mboe/d (net)

~1.3 billion

barrels of proved
reserves

D More information

@ Go to youtube.com/bp to watch the
stories behind our seven major projects.

BP’s net share from our seven major projects at peak production
(in thousand barrels of oil equivalent per day)

8
®
Taurus and Libra TROC Quad 204 Persephone Juniper Khazzan Phase 1 Zohr
Looking ahead
We plan to start-up 0 O Egypt @ O US

six projects in 2018.

©® UK North Sea O Russia

D More information

O Azerbaijan

Upstream project pipeline
See page 30

o ":B_P Annyal Report and Form 20-F'2007 Bor -
., 3. - 2 L r "

g ¥ EL ot T M

ABayens — podal oib6s1enS




Measuring our progress

We assess our performance
across a wide range of
measures and indicators.

Our key performance indicators (KPls)
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, with non-financial
metrics playing a useful role as leading
indicators of future performance. BP
management uses these measures to
evaluate operating performance and make
financial, strategic and operating decisions.

Changes to KPIs

We have added Upstream plant
reliability to our KPIs this year to reflect
our strategy and align the measures
used for Upstream and Downstream. It
will also be used to assess performance
for the annual bonus in our 2018
remuneration outcomes assessment.
We no longer report loss of primary
containment as we are focusing on
more comparable industry metrics.

And in light of our refreshed strategy,
announced in February 2017, we've
updated the employee survey questions
to reflect our new priorities and retired
the group priorities index, which was
based on priorities set in 2012.

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.

Measures used for the remuneration policy
approved by shareholders at the 2017 AGM.

Measures for the annual bonus are
focused on safety, reliable operations
and financial performance.

Measures for performance shares are
focused on shareholder value, capital
discipline and future growth.

These measures were used for executive
remuneration under the terms of our
discontinued 2014-16 policy

D More information

Directors’ remuneration
Page 90

18 * See Glossary

Underlying replacement cost profit

Operating cash flow ($ billion)

($ billion) (D [Rem )
o ‘-3.4 o — _m241

2016 |0.12.6 2016 —m176

o5 69 -‘ » 201 I .

»ora ‘-3.8 " 201 .
sots (‘) D, E———

@ Profit (loss) for the year
Underlying RC profit for the year

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
Y from profit or loss. Adjustments are also made for
non-operating items and fair value accounting effects .

2017 performance Profit for the year and underlying RC profit
reflect higher oil and gas prices, and a stronger refining
environment compared with 2016, as well as the benefit

of major project start-ups, and stronger refining operational
performance.

@ Operating cash flow excluding Gulf of Mexico oil
spill payments?
Operating cash flow

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.

2017 performance Operating cash flow was higher due to
improved business results, including a more favourable price
environment and higher production as well as lower Gulf of
Mexico oil spill payments which amounted to $5.2 billion in 2017.

#These bars on the chart do not form part of BP’s Annual Report
on Form 20-F as filed with the SEC.

Major project delivery

Production (mboe/d)

2017 7w D
2016 6 2016 3,268

2015 4 2015 3,239

2014 7 2014 3,141

2013 4 2013 3,230

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.

2017 performance We started up seven major projects in
Australia, Egypt, the UK North Sea, Oman and Trinidad.

Production is a useful measure for tracking how our major
projects are helping to grow our business. We report
production of crude oil, condensate, natural gas liquids (NGLs),
natural bitumen and natural gas on a volume per day basis for
our subsidiaries and equity-accounted entities. Natural gas is
converted to barrels of oil equivalent at 5,800 standard cubic
feet of natural gas = 1 boe.

2017 performance BP's total reported production including
Upstream and Rosneft segments was 10% higher than in 2016
due to the Abu Dhabi onshore concession renewal and major
project start-ups.

Reported recordable injury frequency®

Tier 1 process safety events®

=D =D
207 D o 2> 207 D

2016 0.21 2016 16

2015 0.24 2015 20

2014 0.31 2014 28

2013 0.31 2013 20

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.

2017 performance We have seen a small increase in our RIF
compared with 2016. Improving safety in our operations is a
high priority and we are working on it right across the business.

5 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.

BP Annual Report and Form 20-F 2017

We report tier 1 process safety events which are losses of
primary containment of greatest consequence — causing harm
to a member of the workforce, costly damage to equipment or
exceeding defined quantities.

2017 performance We have seen a slight increase in tier 1
process safety events, and we remain focused on our
systematic approach to safety management and assurance.



Total shareholder return (%)

Return on average capital employed (%)

Reserves replacement ratio (%)

I 29
2016 ‘ 290 55.5
2015 (12‘23)—
2014 (16('15 1 Q_
2013 ‘-11:'5
@ ADS basis Ordinary share basis

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.

2017 performance Reduced TSR reflects lower share price
growth in 2017 compared with 2016, while the dividend per
share was maintained at the same level.

2017 58

2016 28

2015 5.5

2014 9.6
2013 10.2

Return on average capital employed (ROACE) 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 295
for more information including the nearest GAAP equivalent
data.

Inrecent years, ROACE has been lower in the oil and gas
sector, due to the impact of lower oil prices on earnings and the
capital investment made during the preceding period of $100
per barrel oil prices.

2017 performance The 2017 increase in ROACE is due to a
stronger environment and improved business performance.

Upstream unit production costs ($/boe)

Upstream plant reliability (%)

207 I 1+

2016 109

2015 61

2014 63

2013 129

ABoajenys — podai oibelens

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

The ratio is expressed in oil-equivalent terms and includes
changes resulting from discoveries, improved recovery and
extensions and revisions to previous estimates, but excludes
changes 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.

2017 performance The ratio was higher due to development
activity in Abu Dhabi and Rosneft, expansion of the Khazzan
development in Oman and extension of the ACG licence.

Refining availability (%)

2017 D 7.11

2016 8.46

2015 10.46

2014 12.75
2013 13.16

The upstream unit production cost indicator shows how
supply chain, headcount and scope optimization impact cost
efficiency.

2017 performance The lower unit production costs in 2017
reflect further efficiency increases and the benefit of new
production start-ups.

2017 [ 047

2016 95.3
2015 95.0
2014 93.4

2013 91.7

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

2017 performance The slight decrease in 2017 plant reliability
was due in part to our new major projects ramping up, however
this was partly offset by solid performance across existing
assets.

Greenhouse gas emissions
(million tonnes of CO, equivalent)

Employee engagement (%)

2017 [ 053

2016 95.3
2015 94.7
2014 94.9
2013 95.3

Refining availability represents Solomon Associates'
operational availability. The measure shows the percentage of
the year that a unit is available for processing after deducting
the time spent on turnaround activity and all mechanical,
process and regulatory downtime.

Refining availability is an important indicator of the operational
performance of our Downstream businesses.

2017 performance Refining availability was similar to 2016,
reflecting continued strong operational performance in our
portfolio. This performance is underpinned by our global
reliability improvement programme which provides our
refineries with a more structured and systematic approach to
improving availability.

Diversity and inclusion® (%)

2017 D -

2016 50.1
2015 49.0
2014 48.7
2013 50.3

We provide data on greenhouse gas (GHG) emissions material
to our business on a carbon dioxide-equivalent basis. This
includes carbon dioxide (CO,) and methane for direct
emissions. Our GHG KPIl encompasses all BP's consolidated
entities as well as our share of equity-accounted entities other
than BP’s share of Rosneft.

2017 performance The primary reasons for the overall
decrease include operational changes such as planned
shutdowns at several of our refineries for maintenance, and
actions taken by our businesses to reduce emissions in areas
such as flaring, methane and energy efficiency.

2017 [ 73

2016 73
2015 71

2014 73
2013 73

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

2017 performance The overall employee engagement score
was up from two years ago, when we saw a decline that
coincided with the uncertainties of a low oil price environment.

BP Annual Report and Form 20-F 2017

2017 z
24

I 2
2016 23

I ' ©
2015 21

I 18
2014

I
2013 18

21

21

® Women Non UK/US?

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

2017 performance While the percentage of our group leaders
who are women decreased slightly, the number of non-UK/US
people rose. We are developing mentoring, sponsorship and
coaching programmes to help more women advance.

¢ Relates to BP employees.
d Figures for 2013-16 have been amended.

* See Glossary 19
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Oil prices recovered in 2017, but averaged only
half the prices seen in 2011-13. While the market

continues to rebalance in the face of ongoing
co-ordinated OPEC and non-OPEC production
restraint, inventories remain above their recent
historical average.

-
“vy
-

The world economy grew at 3.1% in 2017, its fastest rate of growth
since 2011. This was significantly faster than the 2.4% seen in 2016
and slightly more than the average of nearly 3% over the past 20 years.
Growth in the OECD picked up to 2.4%, from just 1.7% in 2016,
benefiting from improvements in both consumption and investment
across all major regions, and a pick-up in global trade. The non-OECD
showed a similar broad-based improvement, growing by 4.3% in 2017,
compared with 3.8% in 2016.

Oil

Crude oil prices ($/bbl — quarterly average) = Brent dated

1560
120
90
60

08 09 10 " 12 13 14 15 16 2017

Prices

Dated Brent crude oil prices averaged $54.19 per barrel in 2017 — the
first annual increase since 2012 but roughly half the average of over $110
seen in 2011-13. Prices drifted lower over the first half of the year before
rebounding, ending the year at their monthly high point, averaging $64

in December.

Consumption?

Global consumption increased by 1.6 million barrels per day (mmb/d)

to0 97.8mmb/d for the year (1.6%) — due to continued low oil prices

and a recovering world economy. Demand once again grew most rapidly
in Asia’s emerging economies (+1Tmmb/d), but OECD demand also
increased for a third consecutive year.

Production®

Global oil production saw weak growth for a second consecutive year,
rising by just 0.4mmb/d. However, the source of global weakness was
different in 2017. After falling in 2016, non-OPEC production recovered
(+0.8mmby/d), led by the US. In contrast OPEC production declined

by 0.4mmb/d — the first decline since 2013 - as the group engaged
with certain non-OPEC producers to restrain output.

Inventories®

These changes resulted in global demand exceeding supply in 2017.

As a result, oil inventories in the OECD began to decline, although they
remained well above the recent historical range. At the end of November
OECD commercial inventories were roughly 100 million barrels less than
2016, but remained 90 million barrels above the five-year average.

D More information

Prices and margins
Pages 26 and 32

20 * See Glossary
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The surplus relative to the five-year average was well below the peak of
366 million barrels seen in July 2016.

Natural gas
Natural gas prices (5/mmBtu — quarterly average) = Henry Hub 4
12
10
8
6
4
2
08 09 10 1 12 13 14 15 16 2017
Prices

Gas prices rebounded in all key markets in 2017, as global markets
tightened. Liquefied natural gas (LNG) supply increased more slowly
than expected, while LNG demand from China was unexpectedly
strong, and high coal prices supported gas prices in the power
generation sector.

Gas prices in the US averaged $3.11 per million British thermal units
(mmBtu), up by $0.65 compared with 2016 ($2.46). The Japanese spot
price rebounded to $7.13/mmBtu in 2017 from $5.72/mmBtu in 2016,
driven by stronger Asian LNG demand, notably from China but also
Japan, Korea and Pakistan. The UK National Balancing Point* hub
price was 44.95 pence per therm, 30% higher than in 2016 (34.63),
supported by increasing coal prices. Meanwhile pipeline outages

and cold weather put pressure on UK prices towards the end of 2017.

Broad differentials between regional gas prices have increased,
even though they remain at much lower levels than the peaks
observed in 2012 and 2013.

Consumption®

Global consumption is estimated to have grown more rapidly in 2017
than in 2016. Strong growth in Asia, the Middle East and Africa offset
a decline in North American consumption, where higher gas prices
caused gas to lose market share to coal in the US power sector.
Meanwhile demand in core European markets was broadly stable. And
higher weather-related demand towards the end of the year boosted
global annual demand.

Production®

Total gas production is estimated to have increased substantially in 2017,
in contrast to 2016, which had similar production to 2015. Significant
production increases were achieved in Australia — supported by the start
of new LNG trains*, and in Russia.

Global LNG supply capacity expanded strongly in 2017, adding almost
three times as much new capacity as in 2016. Several trains came online
in the US, Australia, Russia and Malaysia.

@ From IEA Oil Market Report, 13 February 2018 ©, OECD/IEA 2018.
b Based on BP estimates from the BP Energy Outlook.

BP Annual Report and Form 20-F-2017
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We had strong delivery and growth across BP in 2017,
enabling the company to get back into batance. The full-year
underlying result was more than double a year earlier and our -]
financial frame remains resilient. We recommenced share :
buybacks during the fourth quarter. with the intention to offset
any ongoing dilution from scrip dividends over time.

i)

Brian Gilvary, group chief financial officer

donoi6a1e)s

In summary

$6 ) 2 b n $24 1 b n Segment RC profit (loss) before interest and tax

($ billion)
underlying replacement operating cash flow excluding

cost (RC) profitk Gulfof Mexicoolspl 2017 V//////
$34bn  $189bn N

f butabl BP (20) (15) (10) (5) 0 5 10 15 20
2;2;;?53;? o operating cash flowsk @ Upstream @ Downstream Rosneft I Group RC profit (loss) before interest and tax
® Other businesses and corporate — other
(2016 $115 million) (2016 $10.7 billion) /) Other businesses and corporate — Gulf of
Mexico oil spill

® Consolidation adjustment — UPIl %

Financial and operating performance

$ million
except per share amounts
2017 2016 2015
Profit (loss) before interest and taxation 9,474 (430) (7,918)
Finance costs and net finance expense relating to pensions
and other post-retirement benefits (2,294) (1,865) (1,653)
Taxation (3,712) 2,467 3,171
Non-controlling interests (79) (57) (82)
Profit (loss) for the year® 3,389 115 (6,482)
Inventory holding (gains) losses*, before tax (853) (1,597) 1,889
Taxation charge (credit) on inventory holding gains and losses 225 483 (569)
Replacement cost profit (loss)x 2,761 (999) (5,162)
Net (favourable) adverse impact of non-operating items and fair value
accounting effectsx, before tax 3,730 6,746 15,067
Taxation charge (credit) on non-operating items and fair value
accounting effects (325) (3,162) (4,000)
Underlying replacement cost profit 6,166 2,585 5,905
Dividends paid per share — cents 40.0 40.0 40.0
- pence 30.979 29.418 26.383

2This 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.

D More information

Upstream Other businesses

Page 26 and corporate
Downstream Page 41

Page 32 0il and gas disclosures
Rosneft for the group

Page 38 Page 259

BP Annual Report and Form 20-F 2017 * See Glossary 21



Results

Profit for the year ended 31 December 2017 was $3.4 billion, compared
with $115 million in 2016. Excluding inventory holding gains,
replacement cost (RC) profit was $2.8 billion, compared with a loss of
$1.0 billion in 2016. After adjusting for non-operating items of $3.3 billion
and net adverse fair value accounting effects of $96 million (both on a
post-tax basis), underlying RC profit for the year ended 31 December
2017 was $6.2 billion, an increase of $3.6 billion compared with 2016.
The increase was predominantly due to higher results in both Upstream
and Downstream segments. The Upstream result reflected higher oil
and gas prices and increased production. The Downstream result
reflected strong refining performance, including an improved margin
environment and growth in fuels marketing.

The profit for the year ended 31 December 2016 was $115 million,
compared with a loss of $6.5 billion in 2015. Excluding inventory holding
gains, RC loss was $1.0 billion, compared with a loss of $5.2 billion in
2015. After adjusting for non-operating items of $2.8 billion and net
adverse fair value accounting effects of $0.8 billion (both on a post-tax
basis), underlying RC profit for the year ended 31 December 2016 was
$2.6 billion, a decrease of $3.3 billion compared with 2015. The
reduction was predominantly due to lower results in both the Upstream
and Downstream segments reflecting lower oil and gas prices and the
weaker refining environment.

Non-operating items

The net charge for non-operating items was $3.6 billion pre-tax and $3.3
billion post tax in 2017. The post-tax non-operating charge includes a
charge of $1.7 billion recognized in the fourth quarter relating to business
economic loss and other claims associated with the Gulf of Mexico ol
spilland a $0.9 billion deferred tax charge following the change in the US
tax rate enacted in December 2017. In addition, the net charge also
reflects an impairment charge in relation to upstream assets.

The net charge for non-operating items of $5.7 billion pre-tax and $2.8 billion
post tax in 2016 mainly related to additional charges for the Gulf of Mexico
oil spill which were partially offset by net impairment reversals. Non-
operating items in 2016 also included a restructuring charge of $0.8 billion
(2015 $1.1 billion).

More information on non-operating items and fair value accounting
effects can be found on pages 250 and 294. See Financial statements
— Note 2 for further information on the impact of the Gulf of Mexico ol
spill on BP's financial results.

Taxation

The charge for corporate income taxes in 2017 includes a one-off
deferred tax charge of $0.9 billion in respect of the revaluation of
deferred tax assets and liabilities following the reduction in the US
federal corporate income tax rate from 35% to 21% enacted in
December 2017. The effective tax rate (ETR) on the profit or loss for the
year was 52% in 2017, 107% in 2016 and 33% in 2015. The ETR for all
three years was impacted by various one-off items.

Adjusting for inventory holding impacts, non-operating items which
include the impact of the US tax rate change, fair value accounting
effects and the deferred tax adjustments as a result of the reductions in
the UK North Sea supplementary charge in 2016 and 2015, the adjusted
ETR* on RC profit was 38% in 2017 (2016 23%, 2015 31%). The
adjusted ETR for 2017 is higher than 2016 predominantly due to
changes in the geographical mix of profits, notably the impact of the
renewal of our interest in the Abu Dhabi onshore oil concession. The
adjusted ETR for 2016 was lower than 2015 predominantly due to
changes in the geographical mix of profits as a result of the lower oil
price and the absence of foreign exchange impacts from the
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