


Activities: Present in 25 countries;

production operations in 21 countries

Daily production: 1.93 million barrels of crude oil and
7.6 billion cubic feet of natural gas (60% oil, 40% gas)
Discoveries: 33 giant finds 1996-2000 (>250mmboe)
Reserves: 15.2 billion barrels of oil equivalent

(50% oil, 50% gas)

Reserve replacement ratio: 160%

Reserve replacement exceeded production in 2000
for the seventh consecutive year

Activities: Gas sales contracts in 24 countries

Gas sales volumes: 14.5 billion cubic feet a day
Power: 1,900MW power generation projects under
development or construction

Refineries (wholly or partly owned): 24

Refinery throughput: 2.9 million barrels of crude oil a day

Oil product marketing sales: 3.8 million barrels a day
Service stations: 29,000

Sites worldwide: 55
Production: 22.1 million tonnes a year
Revenues: $11.2 billion a year

Find regular updates, latest
video footage, downloads,
investment calculator and
much more on our website

Investment calculator
Audio footage

Video footage
Downloads

FAQs
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Describing the fundamentals
of BP's business, with a letter
from the chairman, a look
back at 2000's key events
and a series of measures
reporting both financial and
non-financial performance.
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Group chief executive Sir John
Browne explains the market
context for BP's operations
and outlines our strategy for
2001 and beyond.
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BP today is a diverse enterprise of some 100,000 people working
together in more than 100 countries around the world to provide the
energy and choices a growing global population needs to develop and
prosper in the 21st century.

Every day we serve millions of customers with products intrinsic to
their lives — fuel for transport, energy for heat and light, solar power,
and petrochemicals for plastics.

At all times we try to look beyond traditional ways of doing business;
to find new ways to deliver outstanding performance. The test of our
success must always be our ability to generate strongly competitive
returns for our shareholders in a sustainable manner and to touch the life
of every individual our business reaches in a distinctive and positive way.

This annual review for 2000 sets out our performance against objectives
during the past 12 months and explains our plans for the year to come.

Reporting our performance not
only in financial terms but also
against our commitments on
health, safety, environmental
care and social investment.
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BP’'s results in 2000 reflect the inclusion of ARCO and

Burmah Castrol and the full consolidation of the European
refining and marketing joint venture from 14 April, 7 July and

1 August 2000 respectively.

In 2000, we are reporting a new business stream, Gas and
Power, which is responsible for our worldwide gas marketing
activities and all business development opportunities in natural

gas, including gas-fired power stations.

Owing to the significant acquisitions that took place in

2000, in addition to its reported result BP is presenting pro
forma results, adjusted for special items, in order to enable
shareholders to assess current performance in the context
of our past performance and against that of our competitors.
The pro forma result, adjusted for special items, has been
derived from our UK GAAP accounting information but is not
in itself a recognized UK or US GAAP measure. References
within the Annual Review to ‘operating result’ and ‘result’ are
to pro forma results, adjusted for special items. References to
'fixed assets’, ‘capital employed’, ‘operating capital employed’
and 'net debt plus equity’ are to these measures on a pro

forma basis which excludes the fixed asset revaluation

adjustment and goodwill consequent upon the ARCO and
Burmah Castrol acquisitions. Return, return on average capital

employed and the net debt ratio (net debt/net debt plus
equity) refer to ratios calculated using these measures.
References to ‘capital expenditure and acquisitions’ and
‘acquisitions’ exclude the cost of the ARCO acquisition.
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$ million

Pro forma result adjusted for special items

Replacement cost profit before exceptional items
Replacement cost profit after exceptional items

Historical cost profit after exceptional items

Per ordinary share — cents
Pro forma result adjusted for special items
Replacement cost profit before exceptiona
Dividends per ordinary share — cents
- pence

Dividends per ADS - dollars

Acquisition
Reported amortization?

Exploration and Production 14,012 1,174

$ million

Gas and Power 186 -
Refining and Marketing 3,908 440
Chemicals 760 -

Other businesses

and corporate (1,110) -

Replacement cost

operating profit 17,756 1,614

Interest expense (1,770) -
Taxation (4,680) -
Minority shareholders’

interest (92) (79)

RC profit before

exceptional items 11,214 1,535

2000 1999
14,203 6,206

11,214 5,330
11,142 3,280
11,870 5,008

65.63 32.00
litems 51.82 27 .48

20.50 20.00
13.791 12.339

1.23 1.20

2000 1999

Pro forma
Special result adjusted
itemsP  for special items
524 15,710 7,282
- 186 211
595 4,943 2,082
276 1,036 933

488 (622) (428)
1,883 21,2563 10,080
111 (1,659) (1,292)
(540) (5,220) (2,444)

- (171) (138)

1,454 14,203 6,206

a Acquisition amortization for 2000 refers to depreciation relating to the fixed asset

revaluation adjustment and amortization of goodwill consequent upon the ARCO
and Burmah Castrol acquisitions. There was no acquisition amortization in 1999.

b The special items refer to non-recurring charges and credits. The special items in 2000

primarily comprise ARCO, Vastar and Burmah Castrol integration costs, rationalization
costs following the merger of BP and Amoco, a provision against the group's chemicals
investment in Indonesia, environmental charges and asset write-downs.
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UK 37%
Rest of Europe 10%
USA 33%

B Rest of World 20%

UK 19%
Rest of Europe 9%
USA 38%

B Rest of World 34%

Greenhouse gas emissions
(million tonnes)b

Hydrocarbon emissions to air

("000 tonnes)

Discharges to water
('000 tonnes)

Number of spills reaching land

or water (>1 barrel)d

a BP operations excluding ARCO and Burmah Castrol.

2000 1999

BP Underlying? BP
80.7 72.2° 79.8
688 636 845
58 52 46
503 413 732

b BP share of emissions of carbon dioxide and methane, expressed as an equivalent mass

of carbon dioxide.

€ 9.5% decrease from 1999 comprises 3% in respect of continuing operations and 6.5%

due to asset divestment and other changes.
d 1 barrel = 159 litres = 42 US gallons.
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a An injury or illness that results in
a person being unable to work
for a day (shift) or more. The
frequency is per 200,000 hours.
Workforce includes employees
and contractors.

$ million

By region

UK

(including UK charities
Rest of Europe

USA

Rest of World

Total

By theme

Community development
Education

Environment

Arts and culture

Other

Total

%

60
40
20
0

99 00
aThe index is calculated using
responses to the People
Assurance Survey sent annually
to BP staff worldwide, covering
leadership, diversity, staff
development and recognition.

2000 1999
15.4 10.4
4.1 5.3)
5.3 3.5
46.0 36.4
14.9 171
81.6 67.4
28.2 295
213 14.8
8.3 4.7
15.0 11.0
8.8 7.4
81.6 67.4



2000 was an exciting year for BP with the purchase of ARCO
and Burmah Castrol, together with activity in all our businesses
and functions worldwide.

The millennium bug
fails to bite. A group-
wide greenhouse
gases emissions

trading system begins.

British Pioneer, the
company'’s first
purpose-built VLCC
(very large crude
carrier) in 25 years,
completes her maiden
voyage. Chemicals’
European customer
service centre at
Sunbury, England,
becomes operational.
The North Everest
platform in the North
Sea receives an award
for outstanding safety
management.

An alliance is formed
with Bovis Lend Lease
to build 1,300 new
service stations in

15 countries over the
next five years. Pipeline
construction commences
on the Northstar project
in the Beaufort Sea,

off Alaska. \We supply
lubricants and fuel to a
tractor that breaks the
world ploughing record
in France. Agreement

is reached to proceed
with the $2.5-billion In
Salah gas development
in Algeria.

A company-wide effort
raises funds for victims
of the Mozambique
floods. bpamoco.alive
makes its debut on the
company's website.

A $1-billion expansion
of Trinidad’s Atlantic
LNG (liquefied natural
gas) terminal project
wins government
approval. Larry Fuller
retires as co-chairman.

ARCO joins the group
in a $34-billion deal.
Alaskan operations
owned by ARCO

are sold for around
$7 billion. We sell our
common interest in
Altura Energy. A new
paraxylene plant starts
in Geel, Belgium.

We become the first

non-Spanish company
to win customers
in Spain's newly

deregulated gas market.

BP buys a 2.2% stake
in PetroChina for
$578 million.

We sign an
understanding with
the US Agency for
International
Development to
improve welfare and
health in Angola.
Agreement in
principle is reached
to acquire Bayer's
50% share in the
Erddlchemie joint

venture, Germany.
We purchase an
18.5% share in
GreenMountain.com,
the leading US
consumer marketer
of green energy.

Three operational
incidents in a month
cause problems at

the Grangemouth
complex, Scotland.
We announce new oll
finds offshore Angola.
BP and Repsol make
a major natural gas
find offshore Trinidad.
Auckland Lubricants
Production Centre in
New Zealand achieves
10 years without a day-
away-from-work injury.



A new global corporate
identity is launched.
The acquisition of
Burmah Castrol is
completed. We take
over as single operator
at Alaska’s Prudhoe
Bay field. We agree an
innovative 20-year $2.5-
billion LNG sale to the
Dominican Republic.
At an analysts’ briefing
group chief executive
Sir John Browne
outlines new growth
targets. Two books are
published: the third
volume of BP’s history,
covering 1950-75, and,
in the USA, a history of
Amoco between 1973
and 1998.

Preliminary agreement
is reached with the

US Environmental
Protection Agency to
move beyond currently
regulated levels of air
emissions at US
refineries. Construction
of an LNG-receiving

terminal, power plant
and regasification
facility in northern
Spain is sanctioned.
We order two new
LNG ships worth more
than $300 million. A
new computer system
is installed on 55,000
workstations across
the group.

A company-sponsored
yacht, BP Explorer,
starts the round-the-
world BT Global
Challenge race. Panels
made by BP Solar
power the athletes’
village at the Sydney
Olympics. Oil touches
$37 a barrel — a 10-year
high. We buy out the
minority interest in
Vastar Resources.

The Alliance refinery in
Louisiana, USA, is sold.
BP makes the largest
gas find in Caribbean
history off Trinidad.
Our chemicals
business announces
expansion plans in
China. The Gemlik
lubricants plant in
Turkey celebrates eight
years without a day-
away-from-work
incident. In Indonesia
the PT Peni plant
passes 13 million
man-hours without

a lost-time accident.
Three double-hull

oil tankers are ordered
for $630 million.

We invest $416 million
in the Sinopec (China
Petroleum & Chemical
Corporation) share
offering. Support is
increased for the

BP Portrait Award at
London's National
Portrait Gallery. We
commit $15 million to
a Princeton University
study of methods to
mitigate carbon dioxide
emissions. Drilling
operations offshore
the Faeroes in 2001
are outlined. We
announce plans to
install a new gas-fired
power and steam
co-generation plant

at the Texas City and
Chocolate Bayou
refining and chemicals
sites in the USA.

A ground-breaking
ceremony for the
group’s largest inland
investment in China —
a $408-million PTA
plant —is held in
Zhuhai. Our first
gender issues
conference is held in
London. A world-scale
acetic acid plant is
commissioned in
Malaysia. ATOFINA and
BP agree to dissolve
their polypropylene
venture, Appryl. The
Chairman'’s Awards
competition, which

recognizes outstanding
achievements in
health, safety and
environmental
performance, attracts
285 entries. Former
South African
president Nelson
Mandela gives the
inaugural speech of

a series of BP Annual
Lectures at the British
Museum in London.

The first BP Connect
rebranded retail site

in Europe opens in
west London. After

six years of negotiation,
agreements are

signed for a $1.5-billion
integrated gas project
in Vietnam. A proposed
deal with Solvay of
Belgium strengthens
our polyolefins
position. Chemicals
unveils a new
technology for PTA.

By the end of the year,
a total of 2.7 million
tonnes of greenhouse
gases have been
traded internally.




beneficial owners?2

Percentage of shares in issue
at 31 December 2000
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a Represents our best efforts to
determine the domicile of the
beneficial (underlying) owners
of the company'’s shares, based
on an analysis of the yearend
share register.

BP has had another very successful year, as you will see when you
read this annual report, with a record result and dividend and the
accomplishment of highly ambitious targets.

It has also been a memorable year in historic terms. The coming
together of BP with ARCO, Vastar and Burmah Castrol is now complete,
and has been achieved in a harmonious and positive spirit. The new group
is agreed on its common objectives, and each part understands its role
in achieving these objectives. As a result, we enter the new millennium
as one of the world’s truly international companies. \We have always been
a significant oil company, but now we are in a different league.

This brings new responsibilities as well as opportunities. In welcoming
new shareholders to BR | assure all our investors that the protection
and enhancement of long-term shareholder value remains our
fundamental objective. Shareholder value is the yardstick against which
all our decisions are tested.

How this is achieved is not just a matter of superior commercial
performance. It depends upon a multitude of judgements over a wide area
of policy. While such judgements must lie with the group chief executive
and his team, they remain subject to the policies agreed by the board that
govern the whole of our operations.

The board, in turn, is accountable to you, our shareholders, who are
located throughout the world. Indeed, we now have at least as many
shareholders outside the United Kingdom as within it. The days have long
passed when we could assemble the majority of our shareholders under
one roof and in one country. We now have the dual challenge of increasing
the value of your investment in BP and of ensuring that we account for our
decisions to the totality of our shareholders, wherever they may live.

Equally, our company attracts much greater scrutiny from society as a
whole, in recognition of the wider economic, social and political impact of
our decisions. In all cases, our policies require that this impact should be
beneficial, but how this is achieved can cause disagreement. For example,
in order to secure the long-term interests of our shareholders we must
sometimes engage in operations over which, at least in the early years
of a project or investment, we do not have full control. The obligation to
develop our business demands that we do not shirk difficult choices.

There is nothing new about this. What is different is the growing
complexity of the decisions that must be taken on your behalf. Our
investment judgements must comprise a full understanding of the social
and environmental sphere in which they are to be implemented, and over
a long period. It is often a considerable time before the benefits of our
investments come to fruition. That is why so many of our judgements
assume a much longer perspective than some observers of our industry
will allow. But this is in the nature of our industry, and cannot be avoided.

One of my roles is to ensure that the executive management of your
company has the freedom to compete in a fast-moving world, while at
the same time paying full regard to the complexities | have just described.



Of course, the people who manage your company remain fundamental to
its success, which explains why one of the most important responsibilities
of your board, and of the group chief executive, is to ensure that we
have in place a top-quality cadre of leaders capable of taking BP into the
future. My non-executive directors and | regard this as a fundamental
responsibility — to ensure that the quality of our senior executives is
of the highest calibre, and that the right structure exists in which to
recognize and reward that talent.

Essentially, this can only be done in two ways. The financial rewards
BP offers must be highly competitive, but equally driven by performance
criteria that are transparent and demanding. Secondly, we must ensure

that leadership is given to those with the appetite and capacity to accept it.

In BP these matters are entirely under the management of the board.
Ultimately, it is our overriding responsibility to ensure, on your behalf, that
BP is a company that attracts the most able and committed people in
whatever sphere is vital to it.

This annual general meeting will see the departure from the board of
the Lord Wright of Richmond, a non-executive director of BP for 10 years,
Ruth Block, who came to us in 1998, having served as a non-executive
director on Amoco’s board since 1986, and Dr Chris Gibson-Smith, who
has been an executive director since 1997, having joined BP in 1970. They
will be greatly missed, and | express our appreciation for their service over
so many years. Bryan Sanderson retired in September after nine years as
an executive director. We thank him for his contribution to what BP is
today. Dr Byron Grote has succeeded him as head of our chemicals
operations, and we welcome him to the board.

In conclusion, | turn to our staff. More and more is expected of them,
and the pressures under which they work grow in intensity. As always,
they have responded magnificently throughout the past year, and remain
the foundation of your company’s success.

{
f v

Peter Sutherland
Chairman
13 February 2001
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Shareholder returns comprise annual share price
movements, with dividends reinvested, for investments
held over the period shown.

Shareholder returns relative to the market reflect the
returns generated above or below returns from equivalent
investments in the overall market.



www.bp.comy/objectives

Group chief executive Sir John Browne explains
the market context for our operations and outlines
our strategy for the next year and beyond.

2000 was a year of great success for BP. Record results
were delivered, targets were met and a new group was
established, bringing together the people and assets of a
number of different businesses — including ARCO, Vastar
and Burmah Castrol, as well as BP itself. Each element
strengthens our portfolio and helps us to fulfil the strategic
objectives we have been pursuing for the last five years.

All these steps have created a group that possesses
significant strengths, with a global spread of activity in

oil, gas and petrochemicals and a team of people, each
with a track record of success and personal achievement.
Bringing these activities and people together is an
important step in itself, but it is only the beginning.

The real potential lies in what we can now aim to achieve.[]



O Hydrocarbons are crucial to the economic
success of the world. Demand for oil and gas

is growing. Renewable energy, from solar power
or hydrogen, holds great long-term potential and
we continue our research and development
work, which is producing excellent results.

For the moment, however, there are no viable
substitutes for hydrocarbons.

Those companies that can supply the
resources the world needs, and do so in ways
that meet public concern about the environment,
are well placed to deliver exceptional returns to
their shareholders. | believe the steps BP has
taken over the last three years give us a rare
and distinctive opportunity to deliver sustained
performance growth.

Integration of the different strands has been
completed ahead of schedule. Thanks to that,
we have been able to deliver outstanding results.

At $14,203 million, including contributions
from ARCO and Burmah Castrol, our result for
the year was a record and represented a return
on average capital employed of 23%, up from
13% in 1999. On a reported basis, replacement
cost profit before exceptional items was
$11,214 million, compared with $5,330 million
a year ago.

The strong trading environment, together
with improvements in underlying performance,

produced this outstanding result, with each of
the businesses contributing to this success,
even when — as for chemicals — the environment
was not particularly favourable.

Successful integration of the new group
enabled us to deliver on our targets for
performance improvement. We have already

captured substantial efficiencies, and we expect
more to follow in 2001. We have continued

to bring the combined business into line with
our strategic objectives — focusing investment
and disposing of non-core assets. To mark the
launch of the new group we have a new brand,
which expresses in a simple but exciting form
our values and potential.

Having established a new base, we have
started to look ahead. In July we set out our
initial goals for the new group. Our aim is to
deliver growth in our result, with an increase
in our result per share, adjusted to mid-cycle
business conditions, of around 10% a year from
a disciplined increase in capital expenditure and
from productivity in all its forms. That growth
would be achieved within the rigour of our
established financial framework. Mid-cycle
conditions are our best estimate of likely
average prices and margins over the long term.

We aim to maintain a prudent ratio of net
debt to net debt plus equity of around 20-30%.
The out-turn at the end of 2000 was 27 %.

Our dividend policy is to return to
shareholders around 50% of our result adjusted
to mid-cycle business conditions. This policy was
reflected in the dividend increase during 2000,
putting the dividend 52% above its 1995 level.

Capital expenditure for continuing operations,
which excludes significant one-off cash
investments, was $11 billion, and is expected
to rise in 2001. During the last eight months of
the year we repurchased more than 222 million
shares at a cost of $2 billion, in fulflment of our
pledge to return surplus funds to shareholders.

Our strategy is founded on the track record
developed through the 1990s. Our intention is to
build on an already strong competitive position.
We aim to hold significant shares of larger oil
and gas fields where our costs can be fully
competitive, providing both attractive margins
and some protection against price volatility.

Over the last year we made major discoveries
in Trinidad, the deepwater of the Gulf of Mexico,
USA, and Angola. We added 1.8 billion barrels
of oil equivalent through revisions, extensions,
discoveries and improved recovery, of which 60%
was from discoveries and extensions. We have



agreed to proceed with the development of four
major new deepwater fields in the Gulf of Mexico
- King, King's Peak, Nakika and Horn Mountain.

We also aim to be a leading player in the
development of natural gas as an energy source
around the world. Gas now represents about
40% of our current daily hydrocarbon production.

We continue to upgrade our refinery portfolio,
concentrating investment in locations where
we can develop uniquely advantaged sites —
linking supplies, processing and market demand.
We completed the sale of our Alliance refinery
in Louisiana and announced our intention to sell
three additional US refineries and our interest in
the Singapore refinery. In retailing we aim to use
the new brand to develop our offer to customers,
including cleaner fuels and non-oil products.

We are continuing to develop our chemicals
portfolio, concentrating on areas where we have
the strongest competitive advantage, including
purified terephthalic acid (PTA), acetic acid and
major polymers.

Two key factors run through every element
of BP's strategy.

First, we believe in the principle of mutual
advantage as the foundation of secure and
successful relationships. In China, for instance,
where energy demand is growing as the
economy expands, we have established
partnerships during the last year with both
PetroChina and Sinopec — two of Asia’s largest
oil and natural gas companies. Our ability to
work with them offers exciting opportunities
for the future — in the natural gas business,
in the retail sector and in petrochemicals.

Secondly, the growth potential of our
business arises from our ability to apply
innovative technology. Technology units are
widely embedded within the organization and
work to identify opportunities and improve
efficiency. Advances in drilling technology are
allowing us to explore and develop new fields
in water depths of more than 2,100 metres
(7,000 feet) in the Gulf of Mexico and Angola.
New control systems allow us to integrate and
optimize refinery and petrochemicals facilities.
Communications technology helps us link the
teams in 150 business units worldwide to

share knowledge and learn from each other on
a continuous basis.

Safety continues to be a top priority. Last year
we recorded our best-ever safety performance,
reducing the number of incidents resulting in
injuries to our workers. Despite this, there were
23 fatalities in 2000, compared with 30 in the
previous year. We remain fully committed to
improving our safety performance — next year
and every year.

We are also determined to continue to improve
our environmental performance. During 2000 we
saw a further 3% decrease in emissions towards
our greenhouse gas reduction target. In addition,
we introduced a number of initiatives to reduce
our impact on the natural environment.

But there is more to do, in order to
demonstrate that we can both deliver the energy
the world needs without doing damage and also
maintain the trust of the communities in which
we operate.

2000 was a year of great progress — none
of which would have been possible without
the efforts of the BP team across the world.
Mergers and acquisitions have strengthened
that team, and provided a welcome new diversity
of talent and skills. This report is a record of the
achievement of all the people who work for us,
and a tribute to their energy, resilience,
imagination and commitment.

Those strengths give me great confidence
in the company'’s future. We achieved a great
deal in 2000 but this is only continuing the story.
The steps we have taken give us the strength
to face volatility, in terms of both oil prices and
economic activity, and to excel in an industry
where restructuring has intensified competition.
Above all they offer us the potential for
sustained growth — in production and in returns.
That is the agenda for 2001.

T
b

Sir John Browne
Group Chief Executive
13 February 2001
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financial and business operating review
environmental and social review

Putting a year of progress in context for the future.

The market conditions facing BP over the last year have
continued to be volatile. This has been true of crude oil prices,
US natural gas prices and margins in both refining and chemicals.
Further uncertainty has emerged in recent months as the US
economy has slowed after its sustained period of rapid growth.

BP has performed very strongly and we have increased confidence
in our ability to grow profitably in the future, even through periods
of adverse market conditions.

The immediate future is one of change as most of the markets in
which we operate are in a process of adjustment and a period of
below-trend world economic growth looks likely. Through this

period, and over the longer term, we will continue to operate and
plan using conservative assumptions about future market conditions.

BP is planning for profitable growth: in production volumes and in
sales, especially in fast-growing areas of the world. Energy growth
brings many challenges. It is a challenge in terms of technology
and in costs of both production and transportation. Our successes
of recent years in reducing costs and introducing innovative
technologies, especially in deepwater areas, give us great
confidence in our ability to deliver and to lead the industry.

There is a long-term future for hydrocarbons in society. However,
carbon emissions are an additional challenge — both for BP as a
company and for national economies in aggregate. Our initiatives
in clean fuels globally are helping to raise living standards, coupled
with cleaner air. As a company we remain committed to reducing
our own emissions. Our internal carbon trading scheme is
contributing to low-cost carbon emission reduction in our
operations around the world. National economies are only just
beginning to address the issue of carbon. With our commitment
to grow gas volumes disproportionately rapidly, we are making
another important contribution. This is the beginning of a long
road towards the development and emergence of a low-carbon
world, one in which BP intends to be a leading player. O



[ 2000 proved to be a record-breaking start to

the new millennium for the company. BP's record

result reflects the strong trading environment,
together with the benefits of recent integration

and restructuring and productivity improvements.

Included in the group’s result for the year are
estimated amounts of $2,600 million in respect
of ARCO, $200 million in respect of Burmah
Castrol and $180 million in respect of the
purchased interest in the European fuels joint
venture, representing their respective operating
results since their dates of acquisition.
Reductions in the combined cost structure

of BP ARCO and Burmah Castrol are proceeding

according to plan, with the achievement of
$2 billion year-on-year reductions in 2000.

The trading environment was strong in 2000,
with high oil and gas prices and robust refining
margins being partly offset by pressure on
marketing margins from higher product prices
and the weaker chemicals environment, owing
to high feedstock costs and a weak euro.

The overall trading environment is expected
to remain generally positive, notwithstanding
less favourable economic conditions than those

experienced in 2000. Oil and gas prices are likely

to remain volatile, in a trading range below the

peaks seen during 2000. Refining margins should
continue to be supported by tightness in product
stocks in the near term, while marketing margins

are likely to reflect competitive pressures after

recent falls in the oil price. The chemicals’ trading

environment is likely to come under further

pressure from a moderation in economic growth

and increasing supply capacity.

The result for the year was $14,203 million,
compared with $6,206 million in 1999. The result
per share was 65.63 cents, compared with
32.00 cents a year ago, an increase of 105%.

The replacement cost operating result was
$21,253 million (1999 $10,080 million). On a
reported basis, replacement cost profit before

exceptional items was $11,214 million, compared

with $5,330 million a year ago.

The return on average capital employed
(ROACE) was 23%, up 10 percentage points
on 1999.

a

$ million

Pro forma result adjusted for special items
Replacement cost profit before exceptional items
Historical cost profit after exceptional items

Per ordinary share — cents
Pro forma result adjusted for special items
Replacement cost profit before exceptional items
Capital expenditure and acquisitions
Dividends per ordinary share — cents
— pence
Dividends per ADS - dollars

BP average oil realizations ($/barrel)
Brent oil price ($/barrel)

BP average natural gas realizations ($/thousand cubic feet)

Henry Hub gas price ($/thousand cubic feet)
Global indicator refining margin ($/barrel)
Chemicals indicator margin ($/tonne)

Provisional.

$ million

Restructuring, integration and rationalization costs
BP
ARCO (including Vastar)
Burmah Castrol

2000

14,203
11,214
11,870

65.63
51.82

20,107

20.50
13.791

1.23

Provision against the group’s chemicals investment in Indonesia

Asset write-downs
Litigation
Environmental charges

Interest — bond redemption charges

Total special items before tax

1999

6,206

5,330

5,008

32.00

27 .48

7,345

20.00

12.339

1.20

2000 1999
26.63 16.74
28.44 17.92
291 1.92
3.90 2.27
4.22 1.31
1212 114
2000 1999
624 903
633 -
151 -
1,408 903
181 -
61 223
63 60
170 -
1,883 1,186
11 24
1,994 1,210

Includes special items of $624 million and $118 million incurred directly by ARCO and Burmah Castrol

respectively.



Exceptional items of $220 million before
tax (1999 $2,280 million loss) related mainly
to disposal profits from assets divested as part
of the asset divestment programme put in place
in 1999 following the BP and Amoco merger.

Interest expense was $1,659 million,
compared with $1,292 million in 1999, after
adjusting for special charges of $111 million and
$24 million respectively. The increase in group
interest expense in 2000 reflected higher debt
and interest rates.

Corporate tax expense was $4,972 million
(1999 $1,880 million), representing an effective
tax rate on replacement cost profit before
exceptional items of 29%. The effective tax rate
on the pro forma result, adjusted for special
items, was 27%, compared with 28% a year ago.

Historical cost profit was $11,870 million,
after the exceptional loss after tax of $72 million
and stock holding gains of $728 million.

The corresponding figures for 1999 were
$5,008 million profit, $2,050 million loss and
$1,728 million gains respectively.

Capital expenditure and acquisitions
amounted to $20,107 million. Excluding the
cost of significant one-off cash investments and
expenditure by acquired businesses, capital
expenditure was $8,937 million compared with
$6,945 million in 1999. Capital expenditure in
1999 reflected curtailed investment at the time
of the BP and Amoco merger. Capital expenditure
in 2001 is likely to be around $12-13 billion.

Net cash inflow for the year was
$3,743 million, compared with an outflow
of $82 million in 1999. This results from an
almost doubling of operating cash flow at
$20,416 million, partially offset by higher tax
payments and net cash outflows from capital
expenditure, acquisitions and disposals.

Disposal proceeds amounted to
$11,362 million, including $6,803 million from
the divestment of ARCQO's Alaskan business
and certain pipeline interests in the Lower 48.

The group's net debt, that is debt less cash
and liquid resources, was $19,359 million at the
end of 2000, an increase of $6,366 million over
the year. Net debt of $6,579 million was acquired
with ARCO and Burmah Castrol. Following the

cents %
72 30
54
20
36
10
18
0 96 97 98 99 00 0 96 97 98 99 00
$ million 2000
BP as reported 20,107
Significant one-off cash investments 8,936
Continuing operations:
Expenditure by acquired businesses 2,234
Ongoing expenditure 8,937
Continuing operations 11,171

acquisitions, the group repurchased $960 million
of outstanding debt in order to provide greater
financing flexibility for the future. The net debt
ratio was 27%, compared with 23% a year ago.
We expect to keep this ratio in the range of
20-30%. On a reported basis, the respective
percentages were 21% and 23%.

Dividends

The total dividends announced for 2000 were
$4,625 million, against $3,884 million in 1999.
Dividends per share for 2000 were 20.50 cents,
compared with 20.00 cents per share in 1999,

an increase of 2.56%. The company intends to
continue to pay dividends in the future of around
50% of our result adjusted to mid-cycle business
conditions. The company also intends to continue
the operation of the Dividend Reinvestment Plan
(DRIP) for shareholders who wish to receive their
dividend in the form of shares rather than cash.
The BP Amoco Direct Access Plan for US and
Canadian investors also includes a dividend
reinvestment feature.



Share repurchases

After approval at the annual general meeting in
April 2000 for the company to repurchase its
own shares, a total of 222 million shares were
repurchased and cancelled at a cost of $2 billion.
Further repurchases may be made during the first
quarter of 2001. The company will seek approval
from shareholders at the April 2001 annual general
meeting to continue repurchasing shares. The
approval will allow shares to be bought back as
and when the group’s funding position permits.

The euro

BP’s commercial and financial processes were
successfully adapted to allow its European
operations to undertake transactions in the
euro and capture competitive advantage offered
by the new currency, from 1 January 1999.

In common with experience generally across
Europe, the actual level of transactions in euros
for our businesses continues to be low. The
currency of accounting records and the related
systems are now being converted to euros.
The capability to conduct business in the former
national currencies will be retained as long as
necessary. The costs associated with the euro
programme are estimated at $100 million, of
which some $60 million had been incurred and
expensed by the end of 2000.

Business results
At the operating level, the pre-tax business
results were as follows:

$ million 2000 1999
Exploration and Production 15,710 7,282
Gas and Power 186 211
Refining and Marketing 4,943 2,082
Chemicals 1,036 933

Every part of our business contributed to
the achievements of 2000.

Exploration and production produced a
record result. Hydrocarbon production was also
at record levels, with the year up 4%. Higher
underlying gas production and the ARCO

BP  Underlying?

2000

Oil production (thousand b/d) 1,928 1,703
Gas production (million cf/d) 7,609 5,996
Total production (thousand boe/d) 3,240 2,737
Gas sales (million cf/d) 14,471 11,041
Refinery throughputs (thousand b/d) 2,916 2,241
Marketing sales (thousand b/d) 3,756 3,255
Chemicals production (thousand tonnes) 22,065 22,065

a Excludes the net impact of major acquisitions and divestments.

acquisition more than offset lower oil production
caused by the disposal of our common interest
in Altura Energy and other non-core properties
and the effect of a reduced capital spending
programme in 1999. Upstream capital
expenditure rose substantially in 2000

and totalled $6.4 billion for the year. Reserve
replacement exceeded production for the
seventh consecutive year, with 1.8 billion barrels
of oil equivalent added to proved reserves
through revisions, extensions, discoveries and
improved recovery. This represents a reserve
replacement ratio of 160%. Finding and
development costs were $3.29 per barrel of oil
equivalent, against our ceiling of $3.50 per barrel.
Unit lifting costs were reduced by 5% compared
with 1999. During the year there were several
developments in support of future hydrocarbon
volume growth. In the North Sea we announced
a $500-million oil-recovery project at Magnus. In
the deepwater Gulf of Mexico, the developments
of King, King's Peak, Nakika and Horn Mountain
were approved and industrial capacity of around
$3 billion was secured for fabrication and
installation of additional developments. In Vietham
key elements of the $1.5-billion gas project were
signed. In Alaska a joint feasibility study for a
pipeline to transport gas to the rest of the USA
and Canada was agreed.

Gas and power made an improved operating
contribution that partly offset increased business
development costs. Increased gas sales in North
America, the UK and Spain contributed to total

BP
2,061
6,067
3,107
8,930
2,622
3,186

21,853

1999

Underlying@
1,782
5,922
2,803
8,930
2,272
3,186

21,853
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1 Made in Texas

The Chocolate Bayou
chemicals plant, Texas,
is a major producer of
olefins and polymers,
used to make modern
essentials such as
plastics, packaging and
automotive parts.

2 Out of Africa

As demand for gasoline
accelerates in South
Africa, BP and Shell's
jointly owned Sapref
refinery in Durban is
increasing production
but reducing emissions.

3 Gas expansion

The Akita 55 rig drills

for natural gas at Grande
Prairie in Alberta,
Canada. 40% of our
global daily hydrocarbon
production is now gas,
meeting escalating
demand, particularly

in North America.

4 Longer life

A $500-million oil-
recovery project at

our Magnus field in
the North Sea will help
extend its productive
life beyond 2015.

5 Tomorrow'’s world

BP and the automobile
industry are working
together to create and
evaluate new and
cleanerburning fuels
for the 21st century.
Scientists at our
Naperville research
center, lllinois, monitor
emissions from an
innovative gas/electric
hybrid vehicle.

performance

financial and business
operating review

main fields in development natural gas production
BP % interest million cf/d
Alaska Northstar 98 BP % BP share
B interest of production
Gulf of Mexico Crosby 50 | Natural gas end-2000 2000 1999
King, King's Peak 100 UK
:"L’_’kMOU”ta'” gg Bruce 37.0 201 175
axika West Sole 100.0 89 97
Angola Girassol 17 | Marnock 62.1 148 79
Azerbaijan ACG 34 Other Various 1,214 950
Egypt Temsah 25 Total UK 1,652 1,301
Trinidad Corallita/Lantana 100 | Rest of Europe Various 136 164
USA
. San Juan Coal Various 563 427
crude olil production Hugoton Various 170 162
thousand b/d Arkoma Various 94 111
BP % BP share Tuscaloosa Various 171 175
interest of production Other Lower 48 onshore Various 1,163 819
Oil and NGL@ end-2000 2000 1999 Alaska Various 9 10
UK Gulf of Mexico Various 884 571
Forties 9.1 83 66 | Total USA 3054 2275
Magnus 85.0 47 48 R World
Harding 70.0 57 58 ceStc? o o o 556
Foinaven 72.0 64 56 T‘f"”z Z arous 5
Other Various 313 352 rinica
Mahogany 100.0 530 367
Total UK 534 580 Immortelle 100.0 232 207
Rest of Europe Various 90 100 Other 100.0 123 207
USA Australia 16.7 205 215
Prudhoe Bay 263 146 202 | Sharjah
Kuparuk 39.2 81 90 Sajaa 40.0 145 168
Alaska other Various 87 113 Other 40.0 39 38
Lower 48 onshore Various 218 260 Indonesia
Gulf of Mexico Various 197 139 Pagerungan 100.0 199 103
Other Various 174 -
Total USA 729 804 Other Rest of World Various 275 69
Egypt Various 108 130
Canada Various 19 56 Total Rest of World 2,504 2,063
Colombia Various 52 66 Sub-total 7,346 5,803
Trinidad 100.0 47 49 Associated undertakings (equity interest)
Venezuela Various 46 31 Various 263 264
Other Various 118 75 Total BP 7,609 6,067
Total Rest of World 390 407 cf/d = cubic feet a day.
Sub-total 1,743 1,891
Associated undertakings (equity interest)
Abu Dhabi Various 127 113
Other Various 58 57
Total BPP 1,928 2,061

b/d = barrels a day.
a Natural gas liquid.

b |ncludes NGL from downstream processing plants in which an
interest is held of 41,000 b/d for 2000 and 54,000 b/d for 1999.
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