BP INTERNATIONAL LIMITED

ANNUAL REPORT AND ACCOUNTS — 19856

Board of Directors: D.A.G. Simon —~ Chairman
M.T. Bentley
Dr. J.G. St. C. Buchanan
R.F, Chase
C.P. King
A.P. Ravenscroft

REPORT OF THE DIRECTORS
The directors submit their report and tha accounts for the year énded 31 December 1885,
The company, which is based in the UK, is engaged internationally in oil trading, chemicals and plastics,
gas and coal and related financing. It also provides services to othar group companies and holds

investments in subsidiary companies engager In similar activities. v

Financial Review

The profit for the year was £558 million after crediting extraordinary items amounting to £3 million. .

An interlm dividend of £650 million was pald in respect of 1985. The balance of retained profit at
31 December 1985 of £287 million is being carried forward.

Roview of Activities L

0il trading results for the year reflected the general level of competition in the sectors in which BP
International operates, although the weakening of the US dollar over the year relieved some of these
pressures.

In the aviation sector, profitability was constralned by the competitive environmient, in particular,
towards the end of the year spot market prices for aviation fuels rose steeply and it was not possible
to pass on these costs in full to the customer. Sales in the marine sector were somewhat below 1884
levels; profitability in the lubricants sector was affected by the need to concede rebates to customers
in the face of Intense competitive pressures. No major changes are planned for oil trading operat’ans
in 1988, with vseak demand and over-supply of crude ail being major features. The sharp fall in prices
experienced in tha first quarter of 1586 can be expected to generate substantial stock losses unless
prices racover,

The chemicals and plastics trading position showed an improvement over the previous year.
Sales volumes increased by 2% and margins also improved whilst temporary cracker shutdowns
in Eurape tightened supply. In the fourth quarter, prices of ethylena derivative products were
undermined by Middle East imports, but this was targely offset by Talling feedstock costs and
a strengthening of the deutschemark against the US dollar.
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Extraordinary items, less related taxation, in the chemicals andtplastlcs"huéinéé' “amounted to £27

million. These items reflected a review of asset values in relation to changing market %onditions.
-5A0GIe |

Future Developments ‘

With effect from 31 March 1986, the company acquired the businesa%n@;as{g\:e;s and assumed the

iabilities of Forth Chemicals Limited and Border Chemicals Limited. Th et asséts purchased by the
company amounted to £25 million.
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BP INTERNATIONAL LIMITED

Directors

The present directors of the company are listed on the previcus page. wir. R.B. Horton,
Mr. T.J. Bramiey, Mr, C.P. King anct Mr. A.P. Ravenscroft were directors throughout the financial
year. Mr. Q.M. Marris resigned on 31 January 1985, Mr. J.H. Ross resigned on 13 December 1285,
Mr. B.B. Horton resigned on 7 April 1986 and Mr. T.J. Bramiey resigned on 21 May 19886,
Mr, E.J.P. Brownea was appointed on 31 January 1985 and resigned on 7 April 19886.
Dr. J.G. St. C. Bughanan was appointed on 13 Dacember 1985, Mr. D.A.G. Simon and Mr, R.F. Chase
waere appointed on 7 April 1986 and Mr. M.T. Bentley was appointed on 21 May 1986. In accordance
with the Articles of Association Mr. D.A.G, Simon, Mr. M.T. Bentley, Dr. J.G. gt. C. Buchanan and
Mr. R.F. Chase now ratire and, being eligible, offer themselves for re-election. ‘

The interests of the directors holding office at 31 December 1985 other than a director of the ultimate
holding company, and their familles in the shares of The British Petroleum Company p.l.c., were as
set out below:- '

1 January 1985
Type of share or date of appointmant 31 December 1985

T.J. Bramiay s suews 25p ordinary 1,186 1,664
E.J.P. BroWN® e crane s 25p ordinary 878 1,065
Dr. J.G. St. C. Buchanan ... 25p ordinary 1,004 1,004
C.P. King 25p ordinary 1,286 1,475
AP, Ravenscroft s 25p ordinary 3,718 4,341

No diractar had any interest in shares or debentures of subsidiary companies of The British
Patroleum Company p.l.c. at 31 Decembar 1985.

Auditors
Ernst & Whinney have expressed their willingness to continua in office as auditars and in accordance

with Section 384 of the Companies Act 1986 a rasolution proposing their reappointment as auditors
of the Company will be put to the members at the annual gzneral meeting.

By order of the Board,

R.C. GRAYSON
Secretary

Britannic House,
Moor Lane,

London.

EC2Y 98U

22 July 1886



BP INTERNATIONAL LIMITED

REPORT OF THE AUDITORS TO THE MEMBERS .
We have audited the accounts of BP International Limited, set out on pages 4 to 12. These
have been prepared under the historical cost convention. Our audit has been carried out in
accordance with approved auditing standards.

in our opinion the accounts give a true and fair view of the state of affairs at 31 December

1985 and of the profit, changes in retained profit and source and application of funds for

the year then ended and comply with the Companies Act 198b. LD
‘-’l

ERNST & WHINNEY

Chartered Accountants
London o
22 guly, = 1986
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_ Distribution expensas

- Extraordinary items

BP INTERNATIONAL LIMITED

PROFIT AND LOSS AGCOUNT FOR THE YEAR ENDED 31 DECEMBER 1985

Turnavar

Cost of Sales

Gross profltl;‘.loss)

Administration expenses

Other income

Oparating profit

Provision against amounts due from subsidiary
and fellow subgidiary companies

intarest and othar simllar charges

Profit bafore taxation
Taxation

Profit aftor taxatlon ..

Profit for the year

RETAINED PROFIT

Retained profit at 1 January

Profit for the year

Intarim dividend

Retained profit at 31 Decombor

Nots

-~ P

1985 1984
£m Em
14,724 15,452

14,549 15,461
75 (9}
141 108
129 113
{96} {230)

1,022 817
927 587
123 a8
86 85
718 404
163 120
555 284
B {254)
558 30
279 748
558 30
550 500
287 279
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BP INTERNATIONAL LIMITED

BALANCE SHEET AT 31 DECEMBER 1988

Fixed agsets
Intangible assets

Tangible assets

- INVESIIIBNTS v s

Current assets
- &tocks
Degbtors
Imisaatments
Cash at bank and in hand

Creditors
Amounts falling due within one year

Nat,curront liabilities

Total asssts loss current llabilitles

Craditors
Amounts falling dua after more than ONG YO .

Provislons for Habilitles and charges
Deferred tax

Sharoholders’ intorest

.Reprasented by:

Capitol and resorves
Called up share capital ..
Profit and }joss account

Qﬂ;m

P D.A.G. SIMON ; Directors
v

Note

9
10
11

12 .

13

14

16

15

16

1985 1984
£m Em
18 11
381 417
754 732
1,130 1,160
225 290
3,423 3,862
a7 —
309 837
| 4.004 4,989
4,626 5,624
622 835
508 525
43 43
177 202
288 280
1 1
287 279
238 280
‘J"’-
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'BP INTERNATIONAL LIVMITED

SOURCE AND APPLICATION OF FUNDS FOR THE YEAR ENDED 31 DECEMBER 1985

Source of funds
Profit after taxation
Extraordinary items
ltems not involving movement of funds (i}
Working capital movement (i)
Sook amount of fixed assets SO e ——..

Funds gsnerated from operations

Application of funds
Interim dividend
Capital expenditure
Acquisitions

Funds (appliad)/generatod

Financial movaments:-
Finance debt - decrease ’
Current asset Investmants - incraase
Cash at bank and in hand - {decrease)}

Notes
{ii Items not invoiving movement of funds
Deprociation
Provisions against amounts due from subsidiary

and fellow subsidiary companies

Deferred taxation

fi) Working capital movemant
Stocks
Debtors ,
Craditors dus within one yaar {excluding finance debt) ...

1985 1984
£m £m
555 284

3 (264}
204 370
(536} L3311
6 212
232 923
550 630
75 78
7 -
{400) 348
a1 {2586)
47 -
{628) 604
{400) 348
106 70
123 a8
(25) 202
204 370
65 (40}
316 (289}
(817) 640
{53€} 311

&



BP INTERNATIONAL LIMITED

NOTES TO THE ACCOUNTS

{1} Accounting policias
{a) The accounts are prepared under the historical cost convention,

{b) Group accounts are not submitted as the company is wholly-owned by The British Petroleum
Company p.l.c.. Income of related companies is dealt with in the accounts of the ultimate holding
company and only dividend income received is reflectad in the company’s accounts. Provisions
are made against accumulated losses of subsidiary and related companies where it is considered
that such losses will not be extinguished in the foreseeable future.

| - {¢) Depreciation on tangible fixed assets and patents and trade marks is calculated on the straight

line method over their estimated useful lives.

i {d} Coal exploration expenditure Is accounted in accordance with the successful efforts method.

' Such expenditure is initially classified as an intangible fixed asset. When commercially exploitable
rasarvas of coal are determined the relevant axpenditure is transferred to tangible production
assets. All coal exploration expenditure determined as unsuccessful Is charged against profit
for the year.

[ fe) Stocks of oll, chemicals and plastics are valued at ¢ost including overhzads, using the first-in
| first-out method or at nat realisable value, whichever is the lowar. Stores are stated at or below
cost calculated mainly using the avarage method.

i (f)  Assets and liabilities of foreign currency branches are transiated into sterling at closing rates
of exchange and profit and loss accounts translated at average rates of exchange.
| All Exchange gains or lossas on settlement or translation at closing rates of exchange of monetary
i assets and liabilities are Included in the determination of profit for the year.

! fg/ Expenditure on research Is written off in the year in which it Is Incurred.

{h} Deferred taxationis calculatad using the liabllity method in respect of timing differences arising

orimarily from the differant accounting and tax treatment of depraciation. Provision is made
or racovery anticipated where timing differences are expectad to reverse in the {foreseeable future.

o2 LIt EI— - -

{2} ‘Turnover comprises salos proceeds excluding customs duttes and sales taxes, all of which falls within
the UK geographlc aroa,

Activity analysis: 1986 1984
! Turnovar Oporating profiv/ Turnover Operating profit/
p (loss) boforo tax {loss} before tax
;i £m £m £m Em
y Ol trading e 13,413 77 14,150 (20
| Chemicals and plastics wewe cmms 1,122 {33} 1.101 (39)
‘ Gas 399 (7} 373 (3)
| Corporate - 942 - 671
¥ Othor . 7 102 4 (22)
| Lass: Intra-company salas e {176)
§ T4724 927 15452 587
‘I Corporate Includes the mnnugumuqt and financial activities of Hoad Office.
i {3) Othar Incomo . 19£85 193;
Subsidiary companies ‘ m
, Dividends - - 768 686
‘ Other interast and miscellanootls income 205 a7
873 783
Dividends from related companies - 2
Interost from fellow subsidiary companlies 17 21
Other interest and misceilaneous income 32 1
1.022 817
(4} Profit before taxation is arrived at after charging: 1985 1984
£m fm
Depraciation 106 70
Hire of plant and machinery 14 16
Auditors’ remuneration amounted to £401,000 (1 984 £371,000) . )
e
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BP INTERNATIONAL LIMITED

NOTES TO THE ACCOUNTS {continuad)

{51

(6}

N

Directors -

Diractors of the .company are a managing director or senior executives of The British Petroleum
Company p..c. in whose accounts Information required by the Companies Act 1985, as to
amoluments, is shown.

Intarest and othar similar charges 1985 1984
£m Em
interest expense

Non-group loans wholly repayable Within 5§ YeBIS i 16 18
Group and fellow subsidiary loans 43 38
69 56

Charye payable to BP Capital Limited 27 29
a8 85

The crarge payable to BP Capital Limited arises under a factoring agreement in respect of certain
of tha company’s debtors.

Taxatton 1985 1984
£m £m

United Kingdom corperation tax
Current at 41.25% {46,26%) v 266 150

Overseas 1ax rallef {167) (119
99 31

Deferred at 35% 42 72

‘ 141 103
Overseas tax 22 17
Charge fcr the year 163 120

United Kingdom taxation — the company is a member of a group for tha purposes of group relief
under Section 258 of the Income and Corporation Taxes Act 1970.

Having regard to tha group tax positlon in respect of non-North Ses activities £99 million {1 984 £31

millicn) has beon provided for UK corporation tax at 41.25% {1984 46.25%) after taking account
of oversaus tax rellef attributable to this company; £42 milllon (1 o84 £72 milllon) has been provided
for deferred tax at 35% {1984 35%) in the accounts of this company. in 1984 an additional charge
for deferrod taxation relating to pravious yeors of £130 million, which resulted from changes introduced
in the Financa Act 1984, was dealt with as an extraordinary item {see note 8). The amounts provided
in respact of dofarred tax and tha gross potential lability at 31 Decembsr 1985 In respect of the
group’s non-North Sea actlvities, Including the amounts crodited in the axtraordinary item, are £177
miliion and £292 million {1984 £202 milllon and £357 million),

The corporation tax Hability of this company, which has been Included in the above amounts, is partially
covered by double tax rellef, The benefit of overseas underlying tax available under Section 506 of
the Income and Corporation Taxas Act 1970 hus been included in theo overseas tax relief but not
included in the overseas tax charge.

The gross potential liability of this company for deferrad taxntion ot 31 December 1985 comprises
tax at 35% (1984 35%) in respect of:

1985 1984
Em £m
Depreciation 98 115
Other ftems 14 __(_1_1_ )
112 104

R
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- BP INTERNATIONAL LIMITED

' i NOTES TO THE ACCOUNTS (continuad)

(7} Taxation (continuad}

If provision for deferred taxation had been made in the accounts of this company on the basis of
the gross potential liability, there would have been a charge for the year of £18 million (1984 £10
million credit) and the cradit relating to the extraordinary items would have been £10 million {1984
£114 miliion charge).

i {8) Extraordinary items 1985 1984
‘ Chemieals closure and reorganisation costs Em Em
. {sea note | below) (27) 13
; Tax credit relating to extraordinary items
(see note Ii below] 10 —
. UK defarred tax (see note 7) - (130)
o Waiver of debt from Deutsche BP i 37
. 3 (254)
X
i Note | Chamicals closure and reorganisation costs are shown after deducting relief for UK corporation
" - tax of £6 million,
Ei Nota il The tax credit arises in respect of non-North Sea UK corporation tax reliaf on extraordinary
3 items relating to UK subsidiary and fellow subsidiary companies charged in their accounts.
i
i {9) Intongible assots Coal Patents & Total
B! exploration trads marks .
} Cast £m £m £m
i At 1 January 1985 8 14 22
i Additlons 3 6 9
Acquisitions - 1 ]
5‘ At 31 Decomber 1986 11 21 a2
JUAS——————Ne
i Depreciation
i At 1 January 1986 8 3 1
IL Charge for the year 3 3 6
N At 31 Decembor 1986 1 6 17
K A I——. S
i Nat book amount »
i At 31 Dacember 1985 — 15 15
1 “-_____—________..—._-_—_——-n——-—-—*—-———_—""——'—_—'—-
% At 31 December 1984 - 11 11
] '—_ﬂ_—_______'__”—__,__—--——-nﬂu——F—-_
'{{[ {10) Tangibla assots
4 Property, plant and equipmant Chemicals Assets
/| and Other under
i plastics  businesses Corporate construction  Total
i Cost Em Em £m £m Em
At 1 January 1985 mmmmmmn 605 4 143 .18 770
! Acquisitions G - - — 6
A Additions 6 4 28 25 64
‘ Raclassificutions w. . swwemmnnen 10 - 5] {16} -
| Delations (14) {1) {6) {1 {22)
‘ At 31 Dacembar 1985 . 613 7 172 26 818
. — e
! Depraciation
At 1 January 1985 . 2956 2 56 - 353
Charga for the Year . 78 2 20 — 100
Dalgtions (12} - i4) - {16)
At 31 December 1985 . 361 4 72 - 437
Nat boolc amount ————
At 31 Decembar 1985 i E2 3 100 26 381
At 31 December 1984 . e 310 2 87 18 417
Principnl ratss of depraciation 5—20% 5—-20% 10-25%

o



BP INTERNATIONAL LIMITED

NOTES TO THE ACCOUNTS (continued)

(10) Tangible agsets (continued)
Included with above assets:

At 31 December 1985
At 31 December 1984

(11} I[nvestmonts

Cost
At 1 January 1985 i
Additions
Daletions -
At 31 December 1985 .

Amounts provided .
At 1 January 1985 i
Deletions

At 31 Dacember 1985

Net book amount
At 31 Dacomber 1988w

In the opinian of the diractors, the aggrega
subsidiaries is not lass than the amounts at whic

e e ot e}

Capitalised interest Freehold
Cost Depreciation Net land
Em Em £m £m
7 5 3
7 5 3
Subsidlary Related Total
companies companies
shares shares
Em £m £m
702 36 738
2 - 2
— {B) {6)
— 704 3% 73
- 6 6
- {6} (6)
704 30 : 734
702 30 732

ta value of shares In and amounts owing from the company’s
h these are shown in the balance sheet.

The more important subsidiary companies of the group as at 31 December 1985 and the group

percantage of aquity share capital {te t

{a) Held by this company

Arcadian Holdings

BP Capital

BP Chumicals International
BP Coal

Bf Exploration
BP Gas International

BP North America

BP Nutrition

BP Oil International

Bristol Composita Materials
British Petroleum BV
Scicon International

The Standard Qii Compeny

b) Held by subsidiary companies

BP Alaska Exploration
BP Chamicals
gpP Handel Maatschapplj Nedesiand
BP North America Poatroleum
apP Qil
BP Oil Davelopment °
8P (0il Exploration) Company
New Zealand
B Ol New Zealand

%

100
100
100
100

100
100

a9
100
100
100
100
100

5B

100
100
100
100
100
100

100
100 .

.10 -

Country of
incorporation

New Zaaland
England
England
England

Scotland
England

U.S.A.
England
England
England
Netharlands
England
U.S.A.

U.S.A.
England
Netherlands
U.S.A.
England
England

New Zealand
MNew Zealand

he nearest whols number) aro sot out below:-

Principal
activities

Holding company

Finance

Chemicals

Cosl production and
maorketing

Exploration and production

Natural gas and liquified
petroloum ges

Holding company

Nutrition

Intagrated oil operations

Manufacturing

Holding company

Computer software

Integrated oil, coal,

chemicals and minerals

operations

Exploration and production
Chemicals

Marketing

Oil wading and marketing
Refining and marketing

0il production

Exploration and production
Marke in
9 4 =



B INTERNATIONAL LIMITED

NOTES TO THE ACCQUNTS (continued)

(11} investments {continued)
{h) Held by subsidiary companies {continued)

(12)

{13)

{14}

(15)

BP Petroleum Developmient 100
BP Pipelines 100
British Petroleum Raffinaderij Nederland 100
Europa Oil NZ 100
Hendrix International 100
Noordzes Selection 100

England
U.5.A.
Nethaiiands
New Zealand
Netherlands
Nethariands

Exploration and production
Pipeline company

Retining

Marketing

Nutriticn

Natural gas

A complete list of investrnents in subsidiary companies will b attached to the cornpany’s annual
return made to the Registrar of Companies.

The related companies of the company at 31 December 1986 and the percentage of equity share
capital held {to the nsarest whole number) are set out below:-

% Country of Principal
incorporation activities
Cesbra Administracao e Participacoes 49 Brazil Minerals
Combustion Systems 5O England Consultancy
Southwood Heights Management 33 England Administration
The Consolidated Pstroleum Company 50 England Marketing
Trefoll Petroleum 33 England Non trading
The investments in subsidlary and ralated companias are almost entirely unlisted.
Stocks 1985 1984
Em £m
Stocks of ail 101 163
Stocks of chamicals and plaStics e wen wes wane - 105 106
Stores - 19 21
225 . 290
Replacement cost of stocks and StOres ... .. 241 299
Debtors 1986 1984
Within 1 Aftor 1 Within 1 After 1
yaar yesar yenr vear
£m £m £m Em
Trade . . 644 1 611 o1
Subsidiary SOMPaNIAS s s vow " 1,146 802 2,268 469
Fellow subsidiary COMPANIES e e s e s " 852 100 407 35
Relatad COMPARTES . e s s s s o s - N - /-
Prapayments and accrued ICome . owwmwmess wems s 9 - i1 -
Other w— s 37 1 22 S|
2,519 904 3,356 506
Gurrent assots — investmonts 1985 1984
£m £m
Unlistad 47 -
Cradlitors 1985 _ 1984 .
Within 1 After 1 Within 1 After 1
year yoar year yaar
£m £m Em Em
Finance debt - bank loans and cverdrafts w.eww 22¢ - 361 -
Trads 817 - 97 —
Subsidiary compares . 1,195 - 1,983 ~-
Holding and fellow subsidiary companies
(including 1985 interim dividend) s 1.934 43 2,001 43
Related companies 32 - 36 —
Taxation an profits 257 - 127 —
Accruals and deferred income ?8 - 32 -
Othar .. -~ 73 - 113 -
4,626 43 5,624 43
p——x =—= s ..__..——-é'v

<11 -
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BP INTERNATIONAL LIMITED

NOTES TO THE ACCOUNTS {continued)

(15)

{16}

(17

(18}

{19)

{20)

Creditors (continued)

thctuded it amounts due to helding and fellow subsidia i illi
Y companias are €43 million 12% debentures
redeemable 31 December 2007 (1984 £43 millien). P ’ o

The company has borrowing facilities available amourting te £1,262 million {1984 £256 million)
none of which had been taken up at 31 December 1985 and 31 Decembar 1984,

Csllod up share capital 1985 1é84
Authorised, allotted and fully paid Em Em
1,000,000 ordinary shares of £1 each 1 1
Capital commitments

Authorised future capital axpenditure is estimated at £152 miliion {1984 £84 million) including
approximately £28 million {1984 £4 million) for which contracts have been placed.

Contingont tiabilitiss

There wera cantingent liabilities at 31 December 1986 in respect of gusranteas and indemnities entered
into as part of, and claims arising frosn, the ordinary course of the company‘s businass, upon which
no matarial losses are ltkely to urlse.

A claim originally quantifled at $108 milllon, but subsequently unquantified except to tha extent of
soms $26 million in respect of expendjture allegedly incurred on remedial work up to mid-1988, has
bean brought by Abu Dhabi Gas Liquefaction Company Limited, a group related cempany, against
tha company and two other companles also Involved In the design and construction, claiming damages
in respact of losses which are sllegad to have arisen from the construction of a liquefied natural ges
plant on Das Island. The claim is considered by the company to be excessive’and the action Is baing
activaly defended by ali the.defendants, Itis not possible at this stage to estimate what, if any, itability
will fall upon the company.

The company, along with othar companies, has baen served with 8 writ by Transnor {Bermuda) Limitad

alleging violation of US antl-trust laws and claiming approximately $261 milllon. Tha cumpany
considers the claim te be without merit and is secking prompt dismissal of the action.

Leasas

Oparating lease ransals: 1985 1984
£m Em

Plant and machinory st e e s . 14 16

Land and buildings . — ] 4 4
18 20

Annual commitmeants undar operating lenses: 1985 1984
Em €m

Land and Land and

Explring within Bulidings Bulldings

1 year 4 — -
2 to B years P — -
Tharaafter ) . 3 3
- 3
Nat commitmonts undar tinance leases: 1985 1 384
Minimum future leaseh, poymants £m m
Pavable within
1 year . 1 2
2 to 5 years .. 2 3
THArGAIAE s s ——_———— . 3 3
6 8
lass finance chargus . 3 3
Net cemmitments 3 5

‘The ultimate holding company is The British Petroleun Company p.L.e., 2 company incorporated in
Englund,

-12.



