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REPORT OF THE DIRECTORS
The dmrectors present their report and accounts for the year ended 31 December 2012
Results and dividends

The profit for the year after taxation was $2.363 nulhon which. when added to the retained profit
brought forward at 1 January 2012 of $2.538 nullion together with exchange adjustments taken directly
to reserves of $83 million and total paid nterim dividends to ordmary shareholders of $2.850 mullion,
gives a total retained profit camed forward at 31 December 2012 of $2.134 milhon

In 2012 the company pard mterun ordinary dividends of $2,850 mullion (2011 $4.919 mnllion) The
directors do not propose the payment of a final dividend

Principal activities and review of the business

The company. which 1s based 1n the UK. 1s engaged mternationally 1o o1l, petrochemicals and related
financial activines It also provides services to other group undertakmegs and holds nvestments 1
subsidiary and associated undertakings engaged m stmilar activities

Refimng and Marketing activities include the results of certain international business sectors with head
offices 1n the Umited Kingdom. These businesses showed an operating loss for the year of $90 million
(2011 profit of $164 mullion)

The operating profit from corporate and other activities of $2.362 mullion (2011 $4,582 mllion)
mcludes dividends from subsihary and associated undertakings of $3.193 mlhon (2011 $4.443
nullion)

Dunng the year. $45 mallion (2011 $57 milhon) was provided against the cost of investments No
impairment provisions recorded previously were reversed during the year (2011 $212 mlhon)
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BP INTERNATIONAL LIMITED
REPORT OF THE DIRECTORS
Principal activities and review of the business (continued)

The key financial and other performance mdicators dunng the year were as follows

2012 2011 Varniance

$ mulhon $ mullion %

Tumover 94.687 87395 g
Operating profit 2,272 4,746 (52)
Profit after taxation 2.363 4,626 (49)
Shareholders’ funds 39.248 39.652 (D
2012 2011 Varance

% % %

Quuck ratio* 73 62 18

*Quuck rano 1s defined as current assets. excluding stock and financial assets due after one year, as a
percentage of current liabilities r
Turnover has increased predominantly due to ncreases m sales volumes associated with forward oil
contracts

Operating profit has decreased largely due to a reduction i dividends from subsidiaries, a lower
contribution from oil trading activities. and adverse foreign exchange effects

Shareholders” funds have remamed at a sumlar level to the pnor year, despite the profit for the year,
since a dividend of $2.850 muilion (2011 $4.919 million) was also paid

Principal risks and uncertainties

The company amms to deliver sustamnable value by identfymg and respondmng successfully to rsks
Risk management 1s mntegrated nto the process of planmng and performance management at a group
level Monitoring and accountability for the management of these risks occur through quarterly
performance reviews at a group level

We urge you to consider carefully the nsks described below The potential smpact of the occurence or
reoccurrence of any of the nsks described below could have a matenal adverse effect on the company’s
business, financial position, results of operations, competinive position, cash flows. prospects, hquidity,
shareholder returns and/or unplementation of 1ts strategic agenda

Company level nisks have been categonsed agamst the followmg areas. strategic and commercial,
comphance and control: safety and operational. and financial rnsk management In addition, we have
also set out a further category of risk for your attention — those resulting from the 2010 Gulf of Mexico
otl spill {the Incident)
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REPORT OF THE DIRECTORS
Principal risks and uncertainties (continued)
Gulf of Mezxico oil spill

The Gulf of Mexico o1l spill has had and could contimie to have a matenal adverse tmpact on BP as a
group, and consequently may also have an adverse impact on BP International Limited

Whulist the BP group recogmsed sigmficant charges i the income statement since the Incident occurred
m 2010, there 15 sigmficant uncertainty regarding the extent and tmng of the remaining costs and
habilities relating to the Incident, the potental changes m applicable regulanons and the operating
environment that may result from the Incident, the impact of the Incident on the reputanon of the group
and the resulting possible mmpact on the group’s licence to operate mncluding 1ts ability to access new
opportunities. The amount of clauns that become payable by the BP group. the amount of fines
ulamately levied on the BP group (including any potential determination of the BP group’s neghgence
or gross negligence), the outcome of hnigation. the terms of any further semlements includng the
amount and nmng of any payments thereunder, and any costs ansing from any longer-term
environmental consequences of the Incident, will also impact upon the ultimate cost for the BP group

Although the provisions recogmsed represent the current best estumates of expenditures required to
setile certain present obliganons that can be reasonably estimated at the end of the reporting penod,
there are future expenditures for which 1t 1s not possible to measure the obliganons reliably and the total
amounts payable by the BP group in relation to all obligations relating to the Incident are subject to
sigmficant uncertainty These uncertamnties are likely to continue for a significant peniod. increase the
risks to which the group is exposed and may cause costs to mcrease Thus, the Incident has had. and
could contmue to have, a matenal adverse mmpact on the group’s business. competitive position,
financial performance. cash flows. prospects, hquidity, shareholder renmrns and/or implementation of 1ts
strategic agenda. particularly 1n the US The risks associated with the Incident could also heighten the
impact of the other nsks to which the group 1s exposed as further descnibed below Further information
on the Incident, 15 included within the BP group Annual Report and Form 20-F for the year ended 31
December 2012

Strategic and commercial risks

Prices and markets

Oul, gas and product prices are subject to international supply and demand Pohtical developments and
the outcome of meetings of OPEC can partecularly affect world supply and o1l prices Previous ol price
increases have resulted n mcreased fiscal take, cost inflanon and more onerous terms for access to
resources As a result, mcreased o1l pnces may not improve margm performance In addition to the
adverse effect on revenues. margms and profitability from any fall m o1l and natural gas prices. a
prolonged penod of low prices or other indicators would lead to further reviews for tmpairment of the
company’s o1} and natural gas properties Such reviews would reflect management’s view of long-term
oil and natural gas prices and could result m a charge for impaimment that could have a sigmficant effect
on the company’s results of operations 1n the period m which 1t occurs Rapid matenal or sustamned
change 1n oil, gas and product prices can impact the vahdity of the assumptions on which strategic
decisions are based and. as a result, the ensuing actions denved from those decisions may no longer be

appropnate

Refinmg profitability can be volatile. with both periodic over-supply and supply thghtness 1n various
regional markets, coupled with fluctuations in demand Sectors of the petrochemicals industry are also
subject to fluctuations 1 supply and demand, with a consequent effect on prices and profitability.

Pertods of global recession could impact the demand for the company’s products, the pnces at which
they can be sold and affect the viabihity of the markets mn which the company operates.
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Principal risks and uncertainties (continued)

Strategic and commercial risks (continued)

Prices and markets {continued)

Govemments are facing greater pressure on public finances. which may incresse thewr motivation to
mtervene 1n the fiscal and regulatory frameworks of the oil and gas industry, including the nsk of
mcreased taxation. naticnahsaton and expropnation

The global financial and economic situahon may have a negative 1mpact on third parties with whom the
company does. or may do, busmess with In particular. on-going mnstability in or a collapse of the
Eurozone could mgger a new wave of financial cnses and push the world back mto recession, leading
to lower demand and lower o1l and gas prices

Climate change and carbon pricing

Comphance with changes i laws, regulations and obhigations relating to climate change could result 1n
substannal capital expenditure, taxes, reduced profitabiity from changes m operatng costs, and
revenue generation and sirategic growth opportumties bemng mmpacted The company’s commitment to
the transition to a lower-carbon economy may create expectations for 1ts activities. and the level of
participation In alternative energies carmes reputational. economic and technology nisks.

Socio-political
The diverse nature of the company’s operattons around the world exposes 1t to a wide range of political
developments and consequent changes to the operating environment, regulatory environment and law

The company has operations, and are seeking new opporttuuties, 1n countrzes where political, economic
and social transition 1s taking place Some countries have expenenced or may expenence i the future
political instability. changes to the regulatory environment. expropriation or naticnahisation of property,
cvil stife, strikes, acts of war and insurrections. Any of these condinons occurnng could disrupt or
termunate the company’s operatons. causing its development activaties to be curtailed or termnated 1n
these areas or 1ts production to declhine. could limt the company’s ability to pursue new opportunities,
could affect the recoverability of its assets and could cause 1t to incur addihonal costs In parhcular. the
company’s mvestments m the US, Russia and Thailand could be adversely affected by heightened
polinical and economuc environment risks

Competition
The company’s strategy depends upon continuous mnovation in a highly competinve market

The oil, gas and petrochemucals industmnes are haghly competitive There 1s strong competition, both
within the o1l and gas industry and with other industnes, m supplyng the fuel needs of commerce.
industry and the home Competntion puts pressure on the terms of access to new opportunzties, licence
costs and product prices. affects oil products marketing and requires continuous management focus on
reducing unst costs and mmproving efficiency, while ensunng safety and operational nsk 1s not
compromused The implementation of the BP group strategy requares continued technological advances
and mnovation mcluding advances 1n exploration, production, refinmg. petrochemcals manufactunng
technology and advances m technology related to energy usage The company’s performance could be
unpeded if competitors developed or acquired intellectual property rights to technology that 1t required
or 1f 1its mnovation lagged the mdustry. or by 1ts farlure to adequately protect the company’s brands and
trademarks The company’s competitive position could be adversely affected if 1t fails to control 1its
operating costs or manage 1ts margins, or if it fails to sustain, develop and opernate efficiently a high
quality portfolio of assets
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Principal risks and uncertainties (continued)
Strategic and commercial risks (continued)

Joint ventures and other contractual arrangements

Many of the company’s major projects and operatiens are conducted through jomt ventures or
associates and through contracting and sub-contracting arrangements These arrangements often
mvolve complex nisk allocation, decision-making process and indemmuficanon amrangements In certam
cases, the company may have less control of such acuvities than 1t would have 1f the company had full
operational control

The company’s partners may have economuc or busmness mterests or objectives that are wnconsistent
with, or opposed to. those of the company’s and may exercise veto nights to block certain key decisions
or actions that the company believes are in its or the joint venture’s or associate’s best nterest, or
approve such matters without the company’s consent

Additionally, the company’s jomt venture partners or associates or contractual counterparties are
primanly responsible for the adequacy of the human or techmcal competencies and capabiliies which
they bring to bear on the joint project, and in the event these are found to be lacking the company’s
Jjoint venture partners or associates may not be able to meet their financial or other obhigations 1o thewr
counterparties or to the relevant project. potentially threatening the viability of such projects

Furthermore, should accidents or incidents occur 1n operahons 1 which the company participates,
whether as operator or otherwise, and where 1t 15 held that the company’s sub-contractors or jount
venture partners are legally liable to share any aspects of the cost of responding to such mncidents, the
financ:al capacity of these third parties may prove madequate to fully indemmfy the company agamst
the costs 1t wcurs on behalf of the jomt venture or contractual arrangement Should a key sub-
contractor, such as a lessor of dnlling rigs, be no longer able to make these assets available to the
company, this could result in serious disruption to 1ts operations Where the company does not have
operational control of a venture, the company may nonetheless sull be pursued by regulators or
claimants in the event of an incident

Investment efficiency

The company’s orgamc growth 1s dependent on creating a portfolio of quality options and nvesting in
the best options Ineffective mvestment selection and development could lead to loss of value and
higher capital expenditure

Digital infrastructure

The rehability and secunty of the company's digital infrastructure are critical to mamntamng the
avallabihity of 1ts business applications. including the reliable operation of technology mn its vanous
busmess operations and the collection and processing of financial and operational data, as well as the
confidentiality of certain third-party information. A breach of the company’s digital secunty, either due
to mtentional actions o1 due to neghgence, could cause serious damage to business operations and, m
some circumstances, could result in the loss of data or sensitive mformation, iyury to pecple, damage
to assets, harm to the environment. reputatonal damage, breaches of regulations. hiigation, legal
habilities and reparation costs

Business continuity and disaster recovery

Contingency plans are required to continue or recover operanons following a disruption or incident
Inability to restore or replace critical capacity to an agreed level within an agreed nmeframe would
prolong the impact of any disruption and could severely affect business and operations
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Principal risks and uncertainties {continued)
Strategic and commercial risks (continned)

Crisis management

Cnsis management plans and capability are essential to deal with emergencies at every level of the
company’s operations If the company does not respond. or 1s perceived not to respond. m an
appropnate manner to either an external or intemal crisis, its business and operanons could be severely
disrupted

People and capability

Successful recruitment of new staff, employee tramming. development and contimung enhancement of
skalls, 1n particular techmcal capabilines such as petroleum engineers and scientists, are key to
mplementing the company’s plans Inability to develop human capacity and capabihity, both across the
orgamsation and i specific operating locations, could jeopardise performance delivery The company
relies on recrmung and retaming high-quahty employees to execute 1ts strategic plans and to operate 115
business. The reputational damage suffered by the company as a result of the Incident and any
consequent adverse impact on its business could affect employee recrmtment and retention.

Compliance and control risks

Regulatory

Due to the Gulf of Mexico o1l spill, it 1s hkely that there will be more stringent regulanon of the BP
group’s o1l and gas activines 1n the US and elsewhere. particularly relating to environmental, health and
safety controls and oversight of dnlling operations, as well as access to new dnlling areas

Regulatory or legaslative action may umpact the mdustry as a whole and could be directed specifically
towards the BP group New regulations and legislation. the terms of the BP group’s settlements with
US government authorities and future settlements or htigation outcomes related to the Incident, and/or
evolving practices could increase the cost of compliance and may require changes to the company’s
dnlhng operations, exploration, development and decommussiomng plans. and could impact the
company’s ability to capitalise on 1ts assets and lumt 1ts access to new exploration properties or
operatorships In addition, ncieases 1 taxes, royalties and other amounts payable to governments or
governmental agencies, or restrichions on availabality of tax rehef, could also be imposed as a response
to the Incident

In addiion. the ol industry mn general 1s subject to regulation and intervention by govemnments
throughout the world in such matters as the award of exploration and production mterests. the
imposition of spectfic dnlling obligations. environmental, health and safety controls. controls over the
development and decomnussioning of a field (including restrictions on production) and, possibly.
nattonalisation, exproprianon, cancellation or non-renewal of contract rights

Faiture 1o respond to changes in trading regulanons could result in regulatory achon and damage o the
company's reputation The o1l mdustry 1s also subject to the payment of royalties and taxation, which
tend to be high compared with those payable n respect of other comnercial activities, and operates 1n
certain tax junsdictions that have a degree of uncertamnty relanng to the interpretaiion of, and changes
to, tax law As a result of new laws and regulanons or other factors. the company could be required to
curtail or cease certain operations, or could incur additional costs
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Principal risks and uncertainties (continued)
Compliance and control risks (continued)

Ethical misconduct and non-compliance

The code of conduct, which applies to all employees, defines the company’s commutment to integnty.
comphance with all apphicable legal requirements. high ethical standards and the behaviours and
actions the company expects of its businesses and people wherever 1t operates The values are mtended
to gmde the way the company and its employees behave and do business Incidents of ethical
misconduct or non-comphance with applicable laws and regulations. mcluding non-comphance with
ann-brnbery anti-corruption and other apphcable laws could be damaging to the company’s reputaton
and shareholder value Muiuple events of non-comphance could call inio question the wmtegrity of the
company’s operafions

Liabllities and provisions

The BP group’s potential liabihes resulting from pending and future claims. lawsuits, settlements and
enforcement actuons relating to the Gulf of Mexico o:l spill, together with the potenhal cost and
burdens of implementing remedies sought n the vanous proceedings, cannot be fully estumated at thus
time but they have had, and are expected to continue to have, a matenal adverse impact on the group’s
busimess and consequently may also 1mpact the company’s business Further mformation 1s mcluded
within the BP group Annual Report and Form 20-F for the year ended 31 December 2012

Reporting

External reporting of financiai and non-financial data 1s rehant on the mtegnity of systems and people
Faiture to report data accurately and i complhance with external standards could result m regulatory
acton. legal habihty and damage to the company’s reputation

Treasury and trading activities

In the normal course of business the company 1s subject to operattonal nsk around its treasury and
trading activities Control of these activities 15 highly dependent on the company’s ability to process,
manage and monitor a large number of complex transachions across many markets and currencies
Shortcomimngs or failures i the company’s systems, risk management methodology, mternal centrol
processes or people could lead fo disruption of its business, financial loss, regulatory intervention or
damage to 1ts reputation

Following the Gulf of Mexico o1l spill. Moody’s Investors Service, Standard and Poor’s and Fitch
Ranngs downgraded the group’s long-term credit ratings Since that e, the group’s credit ranngs
have improved somewhat but are stifl lower than they were immediately before the Gulf of Mexico o1l
spill The mmpact that a sigmificant operational mcident can have on the group’s credit ratings, taken
together with the reputational consequences of any such incident the ratings and assessments pubhished
by analysts and investors’ concems about the group’s costs ansing from any such incident. on-going
contngencies, hquidity, financial performance and volanle credit spreads. could ncrease the group’s
financmg costs and Liimt the proup’s. and consequently also the company’s. access to financing
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Compliance and control risks (continuned)

Treasury and frading activities {continued)

The BP group’s ability to engage 1n 1ts trading activities could also be impacted due 10 counterparty
concerns about the BP group’s financial and business nsk profile in such circumstances. Such
counterparties could requure that the group provide collateral or other forms of financial security for its
obligations, partucularly if the group’s credit ratings are downgraded Certamn counterparties for the
group’s non-trading businesses could also requre that the group prowide collateral for certamn of its
contractual obligations, particularly if the group’s credit ratings were downgraded below mnvestment
grade or where a counterparty had concerns about the group’s financial and business risk profile
following a sigmficant operational mcident In addition. the BP group may be unable to make a
drawdown under certam of 1ts commtted borrowing facilities in the event that the BP group 15 aware
that there are pending or threatened legal. arbitration or admumistrative proceedings which. 1f
deterimned adversely, nmght reasonably be expected to have a material adverse effect on us ability to
meet the payment obliganions under any of these facihines Credit rating downgrades could tngger a
requirement for the company to review its funding arrangements with the BP pension trustees
Extended constraints on the group’s ability to obtain financing and to engage in its trading acuvities on
acceptable terms (or at all) would put pressure on the group’s iquudity In additron, thus could occur at a
tme when cash flows from business operations would be constramed following a sigmficant
operational incident, and the group could be required to reduce planned capital expenditures and/or
mcrease asset disposals m order to provide addinonal hquidity. as the group did following the Gulf of
Mexico o1l spill This 1 turn could also have adverse effects for the company’s own financing
requiremenis

Further mformation on the risks of Treasury and Trading activities are included withm the BP group
Annual Report and Form 20-F for the year ended 31 December 2612

Safety and operational risks

Process safety, personal safety and environmental risks

The nature of the company's operations exposes 1t to a wide range of significant health, safety. security
and environmental risks The scope of these nisks ts mfluenced by the geographic range, operational
diversity and techmcal complexaty of the company’s activiies

There are nisks of techmecal mtegrity failure as well as nsk of natural disasters and other adverse
conditions 1n many of the areas 1n which the company operates. which could lead to loss of
contamment of hydrocarbons and other hazardous material, as well as the nisk of fires, explosions or
other mncidents

Security

Secunty threats require continuous oversight and control Acts of terronsm. piracy, sabotage, cyber-
attacks and simlar actsvities directed agamnst the company’s operations and offices, pipelines.
transportation or computer systems could cause harm to people and could severely disrupt business and
operations. The company’s busmess activities could also be severely disrupted by, amongst other
things conflict, civil smfe or political unrest 1n areas where the company operates

Product quality

Supplying customers with on-specification products 1s critical to mantaimng the company’s licence to
operate and its reputation mn the marketplace Failure to meet product quality standards throughout the
value chain could lead to harm to people and the environment and loss of customers
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Principal risks and uncertainties (continued)
Financial risk management

The main finanecial nsks faced by the company through its normal business activines. as well as 1ts use
of financial mstruments, are market risk, commodity price nisk, foreign currency exchange nsk, interest
rate nisk, credit nisk and ligqmdity nsk. The management of these financial nsks 1s performed at BP
group level The company seeks to mamtan a financial framework to ensure that 1t ts able to mamtamn
an appropnate level of hqudity and financial capacity This framework constraimns the level of assessed
capital at nisk for the purposes of positions taken 1n financial mstruments Failure to accurately forecast
or maintamn sufficient hquudity and credit to meet these needs could impact the company’s ability to
operate and result 1n a financial loss A

Market risk

Market nisk 1s the nsk or uncertainty ansing from possible market price movements and ther nopact on
the future performance of a busmess This includes the possibihity that changes in foreign currency
exchange rates. interest rates or oil. natural gas and power prices will adversely affect the value of the
company’s financial assets, labilities or expected future cash flows The management of such risks 1s
performed at BP group level The group has developed a contro! framework aumed at managmg the
volanlity mnherent m certain of 1ts natural business exposures. In accordance with this control
framework the group enters mfo various transactions nsing derivatives for risk management purposes

Commodity price risk

The group’s mtegrated supply and trading function uses conventional financial and commodity
mstruments and physical cargoes available in the related commodity markets Oil and natural gas
swaps. options and futures are used to mutigate pnce nisk Power tradmg 18 undertaken using a
combination of over-the-connter forward contracts and other dervanve contracts. including options and
futures Tlus activity 15 on both a standalone basis and 1n conjunction with gas denrvatnives i relation to
gas-generated power margin.

Foreign currency exchange risk

Fluctuanons 1n foreign exchange rates can have sigmificant effects on the company’s reported results.
The company’s financial assets and habilines give nse to transactional cuirency exposures Such
exposures arise from transactions m a cwrency other than the company’s functional currency The
management of such risks 1s performed at BP group level The main underlying economic currency of
the BP group’s cash flows 1s the US dollar Thus is because the BP group’s major product. oil. 15 priced
mternanonally in US dollars. The BP group’s foreign exchange management policy 1s to mummise
economic and sigmficant transactional exposures ansing from cwrency movements agamst the US
dollar The group co-ordinates the handling of foreign exchange nisks centrally, by netting off naturally
occurmng opposite exposures wherever possible and then dealing with any matenal residual foreign
exchange nsks For laghly probable forecast capital expenditures the group locks in the US dollar cost
of non US dollar supplies by using currency forwards and futures

Crude o1l prices are generally set 1n US dollars, whale sales of refined products may be in a vanety of
currencies Fluctuations in exchange rates can therefore give nise to foreign exchange exposures, with a
consequent impact on underlymg costs and revenues.
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Principal risks and uncertainties (continued)
Financial risk management {continued)

Interest rate risk
The company 1s exposed 10 mnterest rate risk from the possibility that changes in mterest rates will affect
future cash flows or the fair values of its financial instruments. principally finance debt

Where the company enters 1nto money market contracts for entrepreneurial trading purposes, the
activity 1s controlled at BP group level using value-ar-nsk techmques

Credit risk

Credut risk 1s the nisk that a customer or counterparty to a financial mstument will fail to perform or
fa1l to pay amounts due causing financial loss to the company It arises from cash and cash equivalents
derivative financial instruments and deposits with financial insttutions and pnncipally from credit
exposures {0 customers relaung to outstanding receivables. The management of such nisks 15 performed
at BP group level The group has a credit policy, approved by the CFO, which 1s designed to ensure that
consistent processes are mn place throughout the group to measure and control credit risk Credit nsk 1s
considered as part of the nsk-reward balance of doing business On enfering mto any business contract
the extent to which the arrangement exposes the group to credit risk 1s considered Before trading with
a new counterparty can start, its creditworthuness 1s assessed and a credit rating allocated that indicates
the probabihity of default, along with a credit exposure hmmt. Creditworthiness continues to be
evaluaied after wransactions have been mnated and a watch hst of lgher-nsk counterpartes is
mamtamned

Commercial credit rsk 1s measured and controlled to determune the company’s total credit nisk
Inability to determune adequately the company’s credit exposure could lead to financial loss A credit
crisis affecting banks and other sectors of the economy could mmpact the ability of counterparties to
meet their financial obligations to the company It could also affect the company’s ability to raise
capatal to fund growth and to meet 1s obligations

Liguidity risk

Liqudity nisk 1s the nsk that switable sources of funding fo1 the company’s busmess activines may not
be available This risk 1s managed by the BP group on the company’s behalf and as such the company
has access to the resources of the group The group has long-term debt ratings of A2 (stable outlook)
assigned by Moody’s consistently throughout the year and A (positive outlook) assigned by Standard &
Poor’s since July 2012, strengthened from A (stable outlook) 1n force at the start of the year

10
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Future developments
The directors aim to maimntamn the management pohicies which have resulted m the company’s stability
m recent years They belteve that the company 1s m a good position io take advantage of any

opportumties which may anse in the futre

It 1s the intention of the directors that the busimness of the company will contmue for the foreseeable
future

Directors
The present directors are listed on page 1

R C Harmmgton, B Gilvary and D J Bucknall served as directors throughout the financial year Changes
smce 1 January 2012 are as follows

Appownted Resigned
J H Barntlett 27 February 2012 -

Directors’ indemnity

The company mndemmifies the directors m 1ts Articles of Association to the extent allowed under section
232 of the Companies Act 2006.

Policy and practice on payment of creditors

It 15 the company's policy to follow the CBI's prompt payment code of practice for all suppliers to the
company with payments made mn accordance with the relevant contractual payment terms A copy of
the code of practice may be obtamed from the CBI

The number of days® purchases represented by trade creditors at the year-end was 28

Auditer

In the absence of a notice proposing that the appomtment be terminated, Ernst & Young LLP will be
deemed to be re-appointed as the company’s auditor for the next year

11
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Directors’ statement as to the disclosure of information to the auditor
The directors who were members of the board at the tume of approving the direciors” report are listed

on page 1 Having made enquines of fellow directors and of the company's auditor. each of these
directors confirms that

s To the best of each director's knowledge and behef. there 1s no information relevant to the
preparation of their report of which the company’s auditor 1s unaware. and

e Each director has taken all the steps a director mght reasonably be expected to have taken to be
aware of relevant audit information and to establish that the company’s auditor 1s aware of that
wnformation

By Order of the Board

e

For and on behalf of
Sunbury Secretaries Linuted
Company Secretary

2 «Eﬂz’éf 2013

Regstered Office

Chertsey Road
Sunbury on Thames
Middlesex

TW16 7BP

United Kingdom
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STATEMENT OF DIRECTORS’ RESPONSIBILITIES IN RESPECT OF THE ACCOUNTS

The directors are responsible for prepanng the Directors’ Report and the financial staterments n
accordance with applicable law and regulations

Company law requures the directors to prepare financial statements for each financial year Under that
law the directors have elected to prepare the financial statements m accordance with United Kimgdom
Generally Accepted Accounting Practice (United Kingdom accounting standards and applicable law)
Under company law the directors must not approve the financial statements unless they are satisfied
that they give a true and fair view of the state of affairs of the company and the profit or loss for that
penod In prepanng these accounts, the directors are required to

¢ select suitable accounting policies and then apply them consistently.
¢ make judgements and estunates that are reasonable and prudent.

¢ state whether applicable United Kingdom accounting standards have been followed, subject to
any material deparniwes disclosed and explained 1o the financial statements and

o prepare the financial statements on the going concem basis unless 1t 1s mapproprate to
presume that the company will continue m business

The directors are responsible for keeping adequate accounting records that are sufficient to show and
explamn the company’s transactions and disclose with reasonable accuracy at any tume the financial
posiion of the company and enable them to ensure that the financial statements comply with the
Companies Act 2006 They are also responstble for safeguarding the assets of the company and hence
for taking reasonable steps for the prevention and detection of fraud and other uregularities

The directors confirm that they have complied with these requirements and. having a reasonable

expectation that the company has adequate resources to continue m operational existence for the
foreseeable future. continue to adopt the gomng concern basis 1n prepanng the accounts
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BP INTERNATIONAL LIMITED

INDEPENDENT AUDITOR’S REPORT TO THE MEMBERS OF
BP INTERNATIONAL LIMITED

We have audited the financial statements of BP Intemational Limuted for the year ended 31 December 2012 whuch
compnse the Profit and Loss Account. the Statement of Total Recogiused Gains and Losses the Balance Sheet. the
acconnting policies and the refated notes 1 to 28 The financial reporting framework that has been apphed n their
preparation 15 applicable law and Usited Kingdom Accounting Standards (Umited Kingdom Generally Accepted
Accounting Practice)

Thus report 1s made solely to the company’s members, as a body. m accordance with Chapter 3 of Part 16 of the
Compames Act 2006 Our audit work has been undertaken so that we nught state to the company's members those
matters we are required to state to them i an auditor's repert and for no ather purpose To the fullest extent perrmitted
by law. we do not accept or assinne responsibility to anyone other than the company and the company’s members as a
body for our audit work, for thus report or for the opimions we have formed

Respective responsibilities of directors and auditor

As explained more fully in the Statement of Directars’ Responsibilities set out on page 13. the directors are responsible
for the preparation of the financial statemnents and for bemng sabsfied that they give a true and farr view Our
responsibility 15 to audit and express an opmion on the financial statements m accordance with apphcable law and
International Standards on Auditmg (UK and Ireland) These standards requre us to comply with the Auditing
Practices Board's Ethical Standards for Auditors

Scope of the audit of the financial statements

An audit mvolves obtaming evidence about the amounts and disclosures 1n the financial statements sufficient to gve
reasonable assurance that the financial statements are free from material misstatement. whether caused by fraud or
error This includes an assessment of whether the accounting policies are appropnate to the company’s crcmnstances
and have been consistently applied and adequately disclosed the reasonableness of sigmficant accounting estumates
made by the directors and the overall presentation of the financial statements In addition. we read all the financial and
non-financial information m the Annual Report and Accounts to wdentfy matenal meonssstencies with the audited
financial statements If we become aware of any apparent matenial misstatements or mconsistencies we consider the
mplications for our report

Opinion on financal statements
In our opmon the financial statements
*  give a true and fair view of the state of the company’s affairs as at 31 December 2012 and of 1ts profit for the
year then ended.
»  have been properly prepared m accordance with United Kingdom Generally Accepted Accounting Practice.
and
*  have been prepared m accordance with the requirements of the Companies Act 2006

Opinion on other matter prescribed by the Companies Act 2006
In our opimon the mformation given m the Directors’ Report for the fnancial year for which the financial statements
are prepared 15 consistent with the fmancial statements

Matters on which we are required to report by exception
We have nothing to report in respect of the following matters where the Compames Act 2006 requures us to report to
you 1f. 1 our opinzon

s adequate accounting records have not been kept. or retums adequate for our audit have not been recerved

from branches not visited by us or

= the financial statements are not i agreement with the accounting records and returns, or

®  certain disclosures of directors’ remuneration specified by law are not made. or

»  we have not recerved all the informaton and explanations we requure for our audat

‘E-_»/‘Mé' ¥ \f(sw:j U.JP

Paul Wallek (Semor Statutory Auditor)
for and on behalf of Ernst & Young LLP, Statutory Auditor

London
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BP INTERNATIONAL LIMITED
ACCOUNTING POLICIES
Accounting standards

The financial statements of BP International Linuted were approved for issue by the Board of

Dhrectors on ) §¥ WO]S

These accounts are prepared ¢on a gomg concern basis and mn accordance with the Compantes Act 2006
and applicable UK accounting standards

Accounting convention

The accounts are prepared under the historical cost convention. except for certain financial instruments
which are accounted for at farr value (see accounting policy on denvative financial instruments
below)

Statement of cash flows

The group accounts of the ultunate parent undertaking contain a consolidated cash flow statement The
company has taken advantage of the exempnon granted by the Financial Reporting Standard No 1
(Revised), whereby 1t 15 not required to publish 1ts own cash flow statement.

Group accounts

Group accounts are not submiited as the company 1s exempt from the obligation to prepare group
accounts under Section 400 (1) of the Companies Act 2006 The results of subsiditary and associated
undertakings are dealt with m the consolidated accounts of the ulumate parent undertaking. BP plc,a
company registered mn England and Wales These accounts present information about the company as
an individual undertaking and not about the group

Revenue 1ecognition

Revenue 15 measured at the fair value of the consideration received or recervable and represents
amounts recetvable for goods provided 1n the normal course of busimness, net of discounts, customs
duties and sales taxes

Where the company acts as agent on behalf of a third party to procure or market energy commodities.
any associated fee income 1s recogmised but no purchase or sale 1s recorded Addinonally, where
forward sale and purchase contracts for oil. natural gas or power have been determuned to be for
trading purposes. the associated sales and purchases are reported net within sales and other operanng
revenues whether or not physical delivery has occurred

Dividend income

Dividend income from investments 1s recogmsed when the shareholders’ nght to receive the payment
15 established
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BP INTERNATIONAL LIMITED

ACCOUNTING POLICIES
Foreign currency transactions

Functional currency 1s the primary economic environment 1n which an entity or an operation of an
entity operates and 1s normally the currency in which the entity primanly generates and expends cash.

Foreign currency transactions are mmtiaily recorded m the functional currency of the operation by
applymng the exchange rate ruling on the date of the transaction Monetary assets and habihines
denomunated in foreign currencies are re-translated into the functional currency at the rate of exchange
ruhing at the balance sheet date Any resulung exchange differences are mcluded in the profit and loss
account, except for those which anse on long-term foreign currency borrowmgs used to finance the
company’s non US dollar mmvestment n foreign operations which are recorded within equuty Non-
monetary assets and habihines, other than those measured at fair value, are not retranslated subsequent
10 witial recogmition

Assets and habilittes of foreign operations, which have a functional currency other than US dollars,
are translated mto US dollars, the presentational currency., at rates of exchange milmg at the balance
sheet date The profit and loss account 1s translated mnte US dollars using average rates of exchange
Exchange dafferences ansing when the opening net assets and the profits for the year retained by
foreign operations are translated mto US dollars are taken directly to reserves and reported in the
statement of total recogmsed gains and losses

Derivative and other financial instruments

The company is exempt from the disclosure requurements of FRS 29 The company 1s included 1n the
consolidated accounts of the ultimate parent undertaking. BP p 1 ¢ . which include the disclosures on a
group basis that comply with this standard

Financial assets are measured mitially and subsequently at amortised cost Fmancial habilites are
measured mtially at the amount of the net proceeds Fimancial habihties and equity are classified
according to the substance of the financial instrument’s contractual obliganons, rather than the
financial instrument’s legal form.

The company uses denvative financial instruments (denvatives) to manage certaimn exposires to
fluctuations 1 foreign curency exchange rates and interest rates, to manage some of 1ts margin
exposure from changes 1 o1l, natural gas and power pnices. and for entrepreneurnal trading purposes

All denvatives which are held for trading purposes and all o1l price and natural gas price denvatives
held for nsk management purposes are held on the balance sheet at fair value (‘marked to market”)
with changes 1n that value recogmised 1 earmngs for the year

Interest rate swap agreements. options and futures contracts are used to manage interest rate
exposures Amounts payable or receivable m respect of these denmvatives are recogmised as
adjustments to mterest expense over the period of the contracts

As part of exchange rate nsk management, foreign currency swap agreements and forward contracts
are used to convert non-US dollar borrowings wnto US dollars Gains and losses on those derivatives

are deferred and recogmised on matunty of the undertying debt, together with the matching loss or gain -

on the debt. Foreign currency forward contracts and options are used to hedge sigmficant non-US
dollar firm commitments for fair-value hedges or highly probable anticipated transactions. Gamns and
losses on these contracts and option prenua paid are also deferred and recogmsed in the profit and loss
account or as adjustments to carrymg amounts, as appropniate. when the hedged transacthion occurs
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BP INTERNATIONAL LIMITED

ACCOUNTING POLICIES

Research

Expenditure on research 1s written off 1n the year in whuch 1t 1s incurred
Interest expense

Interest 1s charged against mcome m the year in which 1t 1s mcurred.
Interest income

Interest income 15 recogmsed on an accruals basts.

Dividends payable

Fmal dividends are recorded in the accounts m the year in which they are approved by the company’s
sharebolders™ Intenim dividends are recorded in the year i whuch they are approved and paid.

Goodwill

Goodwill on acquisiton 1s intally measured at cost, being the excess of the purchase consideration of
the business combmation over the acquirer’s interest in the net fair value of the identifiable assets and
hiabihties acquired. Goodwll 1s amortised over its estimated useful economic life. whach is limited to a
maximum pertod of twenty years. and is reviewed for mpawment if events or changes n
circumstances indicate that the carrying value may not be recoverable.

Intangible assets

Intangible assets include expenditure on computer software, patents, licences, rademarks and product
development costs Product development costs are capitalised as intangible assets when a project has
obtained sanction and the future recoverability of such costs can reasonably be regarded as assured

Intangble assets are stated at cost. less accumulated depreciation and accumulated impairment losses
Intangble assets with a finite hife are depreciated on a strmght-hine basis over their expected useful
Ives The expected useful hves of the assets are remewed on an annual basis and. 1f necessary,
changes m useful hves are accounted for prospectively

Tangible fixed assets

Tangible fixed assets are stated at cost, less accumulated depreciation and accumulated mpairment
losses

The mmnal cost of an asset comprises 1ts purchase price or construction cost, any costs directly
attnibutable to bnnging the asset mio operation. the mmnbal esnmate of any decommussionmg
obligation, 1if any, and. for quahfying assets, borrowing costs The purchase price or construction cost
1s the aggregate amount paid and the fair value of any other consideration given to acquire the asset
The capitalised value of a finance lease 1s also included within tangible fixed assets.

Tangmble assets, with the exception of freehold land and assets under construction, are depreczated on
the straight line method over therr estumated useful lives
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BP INTERNATIONAL LIMITED
ACCOUNTING POLICIES
Impairment of intangible and tangible fixed assets

The company assesses assets or groups of assets for unpairment whenever events or changes m
crcumstances indicate that the carrying value of an asset may not be recoverable Individual assets are
grouped for unpairment assessment purposes at the lowest level at which there are idennfiable cash
flows that are largely independent of the cash flows of other groups of assets. If any such mdicanon of
imparment exists or when annual impairment testing for an asset group is required, the company
makes an estimate of 1ts recoverable amount An assei group’s recoverable amount 1s the ngher of 1ts
net realisable value and its value 1n use Where the carrymg amount of an asset group exceeds 1ts
recoverable amount, the asset group 1s considered unpawred and is wntten down to 1ts recoverable
amount. In assessmg value 1 use, the estumated future cash flows are adjusted for the nisks specific to
the asset group and are discounted to their present value usmg a pre-tax discount rate that reflects
current market assessments of the ime value of money

An assessment 1s made at each reporting date as to whether there 1s any mdicanon that previously
recogmised 1mpairment losses may no longer exist or may have decreased. If such mdicanon exists, the
recoverable amount 1s estimated. A previously recogmsed impamrment loss 1s reversed only 1f there has
been a change 1 the estimates used to determine the asset’s recoverable amount smce the last
mnpairment loss was recogmsed. If that 1s the case, the carrymg amount of the asset 1s increased to its
recoverable amount That mcreased amount cannot exceed the carrying amount that would have been
determuned, net of depreciation, had no impairment loss been recognised for the asset in prior years
Such reversal 1s recogmsed 1n profit or loss. After such a reversal. the depreciation charge 15 adjusted
m future years to allocate the asset’s revised carrying amount. less any residual value, on a systematic
basis over 1ts remaining useful life

Investments

Fixed asset investments m subsidianes and associates are held at cost The company assesses
mvestments for impainment whenever events or changes n circumstances indicate that the carrying
value of an mnvestment may not be recoverable If any such indication of mmpairment exists. the
company makes an estunate of ts recoverable amount Where the carrying amount of an investment
exceeds its recoverable amount, the mvestment 15 considered unpaired and 15 wntten down to 1ts
recoverable amount

Where these circumnstances have reversed the impairment previously made is reversed to the extent of
the oniginal cost of the mvestment

All other fixed asset winvestments are stated m the accounts at cost less provisions for permanent
dininution m value

Stock valuation

Stocks are valued at cost to the company. using the first-1n first-out method or net reahisable value,
whuchever 1s the lower Stores are valued at cost to the company mainly using the average method or
net realisable value, whichever 1s the lower

Trade and other debtors

Trade and other debtors are carried at the ongnal invoice amount. less allowances made for doubtful
receivables Provision 1s made when there 15 objective evidence that the company will be unable to

recover balances in full Balances are written off when the probabality of recovery 1s assessed as being
remote
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BP INTERNATIONAL LIMITED
ACCOUNTING POLICIES
Trade and other creditors

Trade and other creditors are carmmed at payment or settlement amouats If the effect of the time vaiue
of money 1s material, trade and other creditors are determuned by discounting the expected furure cash
flows at a pre-iax rate

Provisions

Provisions are recogmsed when the company has a present obligation (legal or constructive) as a result
of a past event, and 11 is probable that an outflow of resources embodying economc benefits will be
required to settle the obligation and a rehable estimate can be made of the amount of the obligation.
Where the company expects some or all of a prowvision to be reimbursed, the remmbursement 1s
recogmsed as a separate asset, but only when the reunmbursement is virtually certan The expense
relanng to any provision 1s presented in the profit and loss account net of any reunbursement If the
effect of the tune value of money 1s matenal, provisions are deternmned by discounting the expected
future cash flows at a pre-tax rate

A contmgent hability 15 disclosed where the existence of an obligation will only be confirmed by
future events or where the amount of the obligation cannot be measured with reasonable rehiability.
Contingent assets are not recogmsed, but are disclosed where an inflow of economic benefits 1s
probable.

Deferred tax

Deferred tax 15 recogmsed 1n respect of timung differences that have ongmated but not reversed at the
balance sheet date where transactions or events have occurred at that date that wall result m an
obligation to pay more, or a right to pay less, tax in the funue In particular

e  Provision 1s made for tax on gams ansing on disposals of fixed assets that have been rolled over
mto replacement assets, only to the extent that. at the balance sheet date, there 15 a binding
agreement to dispose of the replacement assets concerned However, no provision 1s made where.
on the basis of all available evidence at the balance sheet date. 1t 1s more likely than not that the
taxable gam will be rolled over mto replacement assets and charged to tax only where the
replacement assets are sold.

e  Provision 1s made for deferred tax that would anse on reputtance of the retamned earnngs of
overseas subsidiaries. associates and jomnt ventures only to the extent that, at the balance sheet
date. dividends have been accrued as recervable. and

e Deferred tax assets are recogmsed only to the extent that it 1s constdered more hikely than not that
there will be swtable taxable profits from which the underlying nming differences can be
deducted

Deferred tax 1s measured on an undiscounted basis at the average tax rates that are expected to apply
m the years m which tiung differences reverse. based on tax rates and laws enacted or substantively
enacted at the balance sheet date
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BP INTERNATIONAL LIMITED
ACCOUNTING POLICIES
Leases

Assets held under leases which transfer to the company substantially all nsks and rewards wncidental to
ownership of the leased 1tem are classified as finance leases, and are capitalised at mcepton of the
lease at the fair value of the leased property or. if sigmficantly lower. at the estumated present value of
the mumimum lease payments. Lease payments are apportioned between the finance charges and the
reduction of the lease liability. The total finance charge 1s charged over the lease term so as to achieve
a constant rate of interest on the remainmg balance of the liabiity

Capitahised leased assets are depreciated over the shorter of the estimated useful life of the asset or the
lease term

All other lease arrangements are classified as operating leases Operating lease payments are
recognised as an expense 1n the profit and loss account on a straight-line basis over the lease term.

Use of esimates

The preparation of accounts i confonmty with generally accepted accountng pninciples requires
managenient to make estumates and assumptons that affect the reported amounts of assets and
hatihnies at the date of the accounts and the reported amounts of 1evenues and expenses during the
reporting period Actual outcomes could differ from those estumates
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BP INTERNATIONAL LIMITED

PROFIT AND LOSS ACCOUNT
FOR THE YEAR ENDED 31 DECEMBER 2012

2012 2011

Note $ mmlhon $ mllion

Turnover 1 94,687 87.395
Cost of sales (94.634) (86.603)
Gross profit 53 792
Distrtbution and adnmmistration expenses (1.135) (674)
Other operatng mncome 4 3.354 4.628
Operating profit 1,2 2272 4,746
Interest payable and sumilar charges 5 (2.061) (1,503)
Interest receivable and sinular mncome 6 2.018 1373
Profit before taxation 2,229 4,616
Taxation 7 134 10
Profit for the year 2,363 4 626

The profit of $2,363 m:lhon for the year ended 31 December 2012 has denved m 1its entirety from

confinmng operations

STATEMENT OF TOTAL RECOGNISED GAINS AND LOSSES

FOR THE YEAR ENDED 31 DECEMBER 2012

2012 2011

$ mallion $ aulhon

Profit for the year 2,363 4,626

Currency translation 83 36

Movement m the mark to market of cash flow hedges - i

Total recognised gains and losses for the year 2.446 4.663
21
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BP INTERNATIONAL LIMITED

(Regmstered No.00542515)

BALANCE SHEET AT 31 DECEMBER 2012

Fixed assets
Intangible assets
Tangble assets
Investments

Current assets
Stocks
Debtors — amounts falling due
within one year
after ane year
Derivatives and other financial instruments - due
withmn one year
after one year
Cash at bank and 1n hand

Creditors: amounts fallmg due within one year
Creditors

Finance debt

Denvatives and other financial instruments

Net current assets

TOTAL ASSETS LESS CURRENT LIABILITIES

Creditors: amounts falling due after more than one year

Creditors
Fmance debt
Denvatives and other financial mstruments

Provisions for labilities and charges
Deferred tax
Other provisions

NET ASSETS

Represented by
Capital and reserves
Called up share capital
Profit and loss account

SHAREHOLDERS’ FUNDS —
EQUITY INTERESTS

behalf of the Board
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Note

10
11

12
13

17

14
15
17

14
15
17

19
20

2012 2011

$ mmilion $ mllion
208 181
1.010 993
63.057 55288
64,275 56,462
2.723 2.614
59.044 51.827
63.360 67.015
800 541
1.721 1.567
16,696 11,301
144,344 134,865
(103.963) (102,246)
47 (374)
(316) (458)
40.018 31,787
104,293 88.249
(62,642) (46,304)
(1.348) (968)
(424) (497)
(523) (662)
(108) (166)
39,248 39,652
37,114 37.114
2,134 2,538
39,248 39.652




BP INTERNATIONAL LIMITED

NOTES TO THE ACCOUNTS

Tarnover

Turnover, which 1s stated net of value added tax. customs duties and sales taxes, represents armounts
mvoiced to third parttes and other group companies The country of ongm and destination 1s
substantally the UK geographic area and also includes the UK based international o1l and gas

activities
Activity analysis Turnover Operating profit / (loss)
2012 2011 2012 2011
$ mallion $ mullion $ mlhion $ m:llion
Refining and marketing 95.082 87,557 (90} 164
Other businesses and corporate 225 227 2,362 4,582
Sales between businesses (620) (389) - -
94.687 87.395 2.272 4,746

The refimng and marketing segment includes o1l supply and trading. petrochemucals and aromatic and

acetyls operations

The other busmess and corporate segment includes management and financial activites

Operating profit

Thas s stated after charging / (crediting)

2011

2012
$ milhon

Hire charges under operating leases
Land & builldings 28
Plant & machmery 72
Currency exchange losses 600
Expenditure on research 62
Depreciation of owned fixed assets (including amortisation of 200

mtangibles)

Deprecianon of assets held under finance leases 5
Investment mpairment reversals -
Amounts provided agamst imnvestments 45
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65
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BP INTERNATIONAL L.IMITED

NOTES TO THE ACCOUNTS
Anuditor’s remunei ation
2012 2011
5000 $000
Fees for the audit of the campany 1.758 1.726

Fees paid to the company’s auditor. Ernst & Young LLP. and 1ts associates for services other than the
statutory audit of the company are not disclosed 1n these accounts since the consolidated accounts of
BP International Limited’s ultumate parent, BP plc . are requred to disclose non-audit fees on a
consolidated basis

Other operating income

2012 2011
3 million $ mullion
Income from subsicdhary and associated undertakings
Dividends 3,193 4.443
Miscellaneous income 161 185
3,354 4.628
Interest payable and similar charges
2012 2011
$ mmlhon 3 mullion
Interest expense on
Loans from group undertakings 2,061 1.500
Finance leases - 3
2.061 1.503
Interest 1eceivable and similar income
2012 2011
$ million $ mullion
Interest income from group undertakings 1,450 876
Other interest 568 497
2,018 1.373
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BP INTERNATIONAL LIMITED

NOTES TO THE ACCOUNTS

Taxation

The company 1s a member of a group for the purposes of relief wathin Part S, Corporanon Tax Act
2010.

In respect of the “ORF’ activities (Outside the Ring Fence, meaning other than o1l extraction activities
n the UK and UK Contmental Shelf) of other group members. BP International Limuted has
undertaken to procure the claim or surrender of free group relief to the extent it 1s requured or to
otherwise mdemmfy and provide for any cuurent or deferred UK tax that arnises Details of that
provision are shown below

The tax charge 1s made up as follows

2012 2011
Current tax $ malhon 3 mullion
UK corporation tax on mcome for the year 2,683 3.447
Overseas taxation relief {2.683) (3.447)
UK tax underprovided / (overprovided) 1n prior years 6 {3)
6 (3)
QOverseas taxation on income for the year 1 2
Total current tax charged / (credrted) 7 {1)
Deferred tax
Ongmanon and reversal of linung differences 137 -
Adjustments i prior year timing differences (76) ®
Change 1 tax rate {202) -
Total deferred tax credited (141) {9
Tax credited on profit on ordinary activities (134) (i0)

(a) Factors affecting the current tax charge

The tax assessed on the profit on ordinary activities for the year 15 lower than the standard rate of
corporation tax m the UK of 24% for the year ended 31 December 2012 (2011 26%) The differences
are reconciled below

2012 2011

UK UK

$ mlhon $ milhion

Profit on ordinary activities before tax 2,229 4,616
Current taxation 7 n
Effective cutrent tax rate 0% 0%
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BP INTERNATIONAL LIMITED

NOTES TO THE ACCOUNTS

Taxation (continued)

(a) Factors affecting the current tax charge (continued)

2012 2011

UK UK

% Y

UK corporation tax rate 24 26

Overseas corporatton tax rate - -
Increase / {(decrease) resulting from

Accelerated capital allowances (1) -

Dividends not subject to tax 39 (25)

Non-deduciible expenditure / non-taxable mcome 3 0}

Tax provided on behalf of other group companies 120 75

Overseas taxation relief clauned by other group companies (120) (5)

Free group rehef 7 -

Adjustments to tax charge 1n respect of previous years 1 -

Effective current tax rate - -

The permanent and nming difference shown m the current tax rate reconcihation above are those that
arise for UK corporation tax purposes, rather than overseas tax purposes

(b) Factors that may affect future tax charges

The group has made elections to roll over ORF gains ansing on the disposal of a number of assets by
remnvestng the proceeds In the event that these replacement assets are disposed of. addinonal tax
would become payable The company has provided for the deferred tax habihty of $104 8 mulhion
(2011 $66 9 nulhion) ansing 1n respect of these claims

The group has ORF held over gamns carned forward at 31 December 2012 of $168 6 nulhon (2011:
$165 mullion) for which a deferred tax habthty has been recogmsed This 1s offset by an equal
deferred tax asset recognsed 1n respect of unrestricted ORF capital losses available.

Deferred tax assets have not been recogmsed on addinonal unrestricted capital losses of $181 mullion
(2011 $245 mullion) and restricted capital losses of $482 nullion (2011 $439 nullion)

Other ming differences which give nise to a potennal deferred tax asset of $943 3 muilion (2011
$919.6 mullion) have not been recogmsed as they are not expected to give nse to any future tax
benefit

There are tax credits ansing 1n overseas branches of UK compantes amounting to $16 billion (2011:
$12 7 alhon) for which a deferred tax asset has not been recogmsed
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BP INTERNATIONAL LIMITED

NOTES TO THE ACCOUNTS
Taxation (continued)
(c) Provision for deferred tax

The deferred tax mcluded 1n the balance sheet 15 as follows

2012 2011
$ muthien $ million
Fixed assets tmmng differences 1,008 1.361
Decommussiomng and other provisions (587) 472)
Deferred double taxation relief (118) (227)
Other timing differences 220 -
Proviston for deferred tax 523 662
Analysis of movements duning the year
At 1 January 2012 662
Charge for the year on ordinary activities (141)
Exchange adjustments 2
At 31 December 2012 523

Directors and employees
{a) Remuneration of directors

None of the directors recerved any fees or remuneration for services as directors of the company
duning the financial year

B Gilvary 1s a director of BP p.lc. the ulnmate parent undertaking, iz whose accounts mformation
requred by the Companies Act 2006 as regards to emoluments ts given. The remaimng directors are

sentor executives of, and are remunerated by, BP p1c¢ and received no remuneration for services to
this company or its subsidiary undertalangs

(b} Employee costs

The company had no employees during the year (2011 nil).
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Intangible assels

Cost

At | January 2012
Exchange adjustments
Addinons

Disposals

At 31 December 2012

Amortisation

At | January 2012
Exchange adjustments
Charge for the year
Dasposals

At 3t December 2012

Net book value
At 31 December 2012

At 31 December 2011

Principal rates of
amortsation

BP INTERNATIONAL LIMITED

NOTES TO THE ACCOUNTS
Software & Goodwll Total
other

$ mullion $ mullion $ mulben
644 42 686
18 - 18
88 - 88
(8) - &
742 42 784
463 42 505
12 - 12
60 - 60
1 - (1)
534 42 576
208 - 208
181 - 181

20% -
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BP INTERNATIONAL LIMITED

NOTES TO THE ACCOUNTS

Tangible assets

Refining & Corporate & Of which

marketing other Total AUC*

Cost $ milhion $ nullion $ million $ mullion
At 1 January 2012 955 1,159 2.114 144
Exchange adjustments 32 58 90 6
Addinons 28 105 133 15
Disposals (5) (12) {17 (31
At 31 December 2012 1.010 1,310 2,320 134
Depreciation and
impaument
At 1 January 2012 526 595 1,121 -
Exchange adjustments 16 32 48 -
Charge for the year 47 98 145 -
Disposals (2) (2) 4) -
At 31 December 2012 587 723 1310 -
Net book value
At 31 December 2012 423 587 1.010 134
At 31 December 2011 429 564 993 144
Principal rates of
depreciation 10%6-25% 3%-25%

*AUC = assets under construction Assets under construction are not depreciated
The net book value of freehold land at 31 December 2012 1s $15 melhon (201 $15 mullion)

Assets held under finance leases and mcluded above, are

Net book

Cost Depreciation value

Leased assets — Plant and machinery $ omlhon $ mullion $ mllion
At 31 December 2012 - - -
At 31 December 2011 308 254 54

25
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Investments

Cost

At 1 January 2012
Exchange adjustments
Additons

Disposals

Repayment

At 31 December 2012

Impairment losses
At 1 January 2012
Charge for the year
At 31 December 2012

Net book amounnt
At 31 December 2012

At 31 December 2011

BP INTERNATIONAL LIMITED

NOTES TO THE ACCOUNTS
Investment

m Loans

Subsidiary associate to
shares shares associates Other Total
$ mullion $ mullion $ mihion $ mullon $ mihion
55,786 17 4 274 56,081
1 1 - - 2
7.888 7 - 20 7.915
- - - (101) (101)
- - ) - (2)
63.675 25 2 193 63,895
772 - - 21 793
44 - - 1 45
816 - - 22 338
62.859 25 2 171 63,057
55014 17 4 253 55,288

The investments 1n the subsidiary and associated undertakings are unhsted

During the year, the company invested $7,390 mullion into BP Austrabia Swaps Management Limited,
a new company set up to restructure the funding to the Austrahan group from the International

Finance Centre 1n Belgium

The subsidiary undertakings. associated undertakings and jomt ventures of the company at 31
December 2012 and the percentage of equity capital held set out below are the investments which
principally affected the profits or net assets of the company To avoid a statement of excessive length,
details of mmvestments which are not significant have been omtted The principal country of operation
1s generally indicated by the company's country of incorporation or by 1ts name

Subsidiary
undertakings

BP Austraha Swaps Management

Limited

BP Capital Marketsplc

BP Caplux S.A

BP Exploration Company Limuted

BP Finance plc
BP Onl UK Limited

BP Russian Investments Limted

BP Singapore Pte Lumted

BP Sutton Lunited

Class of
share
held
Ordmary

Ordnary
Ordmary
Ordmary
Ordinary
Ordinary
Ordnary

Ordnary
Ordinary

%

100

100
100
100
100
100
100
100
100

30

Country of
incorporation

England & Wales

England & Wales
Luxembourg
Scatland

England & Wales
England & Wales
England & Wales

Singapore
England & Wales

Principal activity

Fiance

Fmance
Holding, company

Exploration and production

Finance

Refimng and marketing
Holding company
Refimug and marketing
Finance
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BP INTERNATIONAL LIMITED

NOTES TO THE ACCOUNTS
Stocks
2012 2011
$ million $ mullion
Stock held for tracing purposes 2,697 2.585
Stock held not for trading 26 29
2,723 2614
The difference between the carrying value of stocks and their replacement cost 1s not matenal
Debtors
2012 2012 201t 2011
Within After Within After
1 year 1 year 1 year 1 year
$ mmlhion 3 mulhion $ nullion % milhon
Trade debtors 3,357 - 4,383 -
Amounts owed by gioup 55,025 63,250 46,657 66,837
undertakings
Amounts owed by associates 105 102 88 159
Other debtors 418 4 450 11
Corporation tax - - 134 -
Prepayments and accrued income 139 4 115 8
59,044 63,360 51,827 67,015
Creditors
2012 2012 2011 2011
Within After Within After
1 year 1 year 1 yea 1 year
$ million § mullion 3 million $ pullion
Trade creditors 7,204 - 7,445 -
Amounts owed to group 94.401 62.620 93.464 46.277
undertakings
Amounts owed to asscciates 88 - 89 -
Other creditors 1,609 - 543 1
Corporation tax 5 - - -
Accrials and deferred mcome 656 22 705 26
103,963 62.642 102.246 46,304
31
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BP INTERNATIONAL LIMITED
NOTES TO THE ACCOUNTS
Finance debt

Loans repayable, mcluded witlun creditors, are analysed as follows

2012 2012 2011 2011

Within After Within After

1 year 1 year 1 year 1 year

$ mullson $ mullion $ mullion § oullion

Bank loans and overdrafis 47 1,348 88 968
Amounts due under finance leases - - 286 -
47 1.348 374 968

There were no bank loans and overdrafis repayable afier 5 years

At 31 December 2012 the company had access to the Group’s undrawn borrowmg facihities available
amounting to $6.800 muliton (2011 $6.900 mullion), which were covered by formal commitments

Obligations under leases

Amounts dve under finance leases are as follows

2012 2011
Amounts payable. 3 milhon $ mullion
Withun 1 year - 370
Between 2 to 5 years - -
Thereafter - -
- 370
Less finance charges - (84)
Net obhganons - 286

Annual commitments under non-cancellable operating leases are set out below:
2012 2011
$ milhon $ mullion

Operating leases which expire

Within 1 year 12 63
Between 2 to 5 years 123 78
Thereafter 42 39
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BP INTERNATIONAL LIMITED

NOTES TO THE ACCOUNTS

Derivatives and other financial instruments

In the normal course of busmess the company enters mto denvative financial instruments
(denvanives). to manage 1is normal business exposures m relation to commodity prices. foreign
currency exchange rates and mterest rates, including management of the balance between floanng rate
and fixed rate debt consistent with sk management policies and objectives

Derhatn es held for irading

The company maintamns active tradmng positions 1n a variety of denvanves The contracts may be
entered 1nto for nsk management purposes. to satisfy supply requrements or for entrepreneurial
trading Certamn contracts are classified as held for trading, regardless of ther ongnal business
objective, and are recognised at fair value with changes i fair value recognised i the profit and loss
account Trading activities are undertaken by using a range of contract types m combination to create
incremental gamns by arbitraging process between markets. locations and time penod The net of these
exposures Is momtored using market value-at-risk techmques

The fair values of derivative financial mstruments at 31 December are set out below

2012 2012 2011 2011
Fair value Fair value Fair value Fair value
asset hability asset hability
$ mulhion $ mulhion $ mulhon $ mulhon
Cash flow hedges
- Currency forwards, futures and 1 - - -
cylinders
Fair value hedges
- Currency forwards, futures and 874 (245) 842 (400)
swaps
- Interest rate swaps 981 - 606 -
Denvatives held for trading
- Currency denvanves 161 (192) 192 (267)
- O1l price dentvanives 336 (144) 294 (148)
- Interest rate contracts 168 (15%) 174 (140)
2.521 (740) 2.108 (955)
Of which
—  current 800 (316) 41 (458)
—  non-current 1.721 (424) 1.567 (497)
2.521 (740) 2.108 (955)
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BP INTERNATIONAL LIMITED

NOTES TO THE ACCOUNTS

Other provisions
Other
$ mllion
At 1 January 2012 166
Exchange adjustments 1
New or mcreased provisions 15
Wrnite-back of unused provisions (10)
Utalisanon (64)
At 31 December 2012 108

Other provisions include amounts m respect of overseas indirect tax exposures, thud party debt
guarantee contracts and a number of other items The majonty of other provisions are expected to be
settled within one to three years Where the impact of discounting 1s significant other provisions are
discounted using a real discount rate of 0 5% (2011 0 5%)

Called up share capital
2012 2011
$ mulhon $ mullion
Allotted, called up and fully paid
24.,086,946,910 Ordinary shares of £1 each for a total nominal value 37,114 37.114
of £24.086.946,910
Capital and reserves
Called wp Profit and
share loss
capital account Total
$ nulhon $ mullhion $ milhion
At 1 January 2012 37.114 2.538 39.652
Profit for the year - 2.363 2.363
Currency translahon - 83 83
Drvidends — current year intertm paid - {2.850) (2.850)

At 31 December 2012 37.114 2.134 39.248

In 2012 the company paid mtermm ordmary dividends of $2.850 mulhon (2011 $4.919 milhon) The
drvidend per share was 30 12 (2011 dividend per share $0 20)
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BP INTERNATIONAL LIMITED
NOTES TO THE ACCOUNTS

Reconciliation of movements in shareholders’ funds

2012 2011
$ mullon § mullion
Profit for the year 2.363 4,626
Issue of ordnary share capital - 3.000
Dividends — current year intenm paid (2.850) (4.919)
Currency translation 83 36
Movement in the mark to market of cash flow hedges - 1
Net (decrease) / mcrease 10 shareholders’ funds (404) 2,744
Shareholders’ fimds at 1 January 39.652 36.908
Shareholders’ funds at 31 December 39.248 39,652
Capital commitments

Authornised and contracted future capital expenditure by the company for which contracts had been
placed but not provided 1 the accounts at 31 December 2012 1s estunated at $62 million (2011 $68
mullion)

Guarantees and other financial commmitments

The company has 1ssued guarantees under which amounts outstanding at 31 December 2012 were
$21,002 mllion (2011 $14,459 million) There are contingent habilittes 1n respect of guarantees and
indemnities entered 1nto as part of, and claims ansmg from. the ordmnary course of the company’s
business. mcluding borrowing by 1ts subsidiary undertalangs upon which no material losses are
expected to arise

Related party transactions

The company has taken advantage of the exemption contamed within Financial Reporting Standard
No 8 “Related Party Disclosures”. and has not disclosed transactions entered mto with group
companies.

Durmg the year the company entered mto transactions, m the ordinary course of business. with other

related parties Transactions entered mto. and trading balances outstanding at 31 December, are as
follows

35
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BP INTERNATIONAL LIMITED
NOTES TO THE ACCOUNTS

Related paity hansactions (continued)

Related party Description Sales Purchases Amounts Amounts
(Relationship) owed by owed to
related related
party party
$ mulhion $ muilion $ nulhion $ nullion
TNK-BP Limited Refimng and
(Affihate) Marketing
2012 - 3.156 - -
2011 - 1,934 - -
BP Southern Afinca Refimng and
(Proprietary) Lumted Marketing
(Affiliate)
2012 3,013 - 378 -
2011 2.460 - 355 -
BP Trimdad and Tobago Exploranon
LLC and
{Affihate) production
2012 - - - 223
2011 - - - 251

Off-balance sheet arrangements

The company enters into operating lease arrangements for the hire of buldings and plant and
equipment as these arrangements are a cost efficient way of obtaimng the short-term benefits of these
assets The hire charges for the year are disclosed 1 note 2 and the annual comnutments under these
arrangements are disclosed 1n note 16 There are no other matenal off-balance sheet arrangements

Pensions

The company does not directly employ any staff and therefore does not directly bear any penston
charge

Comparative figuies

The amounts included n the balance sheet as at 31 December 2011 for debtors and creditors were
understated by $17,697m because certamn balances with other BP group companies had been
mcorrectly netted The comparatives  these financial statements have been amended to correct for
thuis Amounts owed by group undertakings, ncluded witlun debtors due within one year. have been
increased by $17,697m. Amounts owed to group undertakngs, included withm creditors due within
one year and creditors due after one year. have been increased by $9,763m and $7.934m respectively

Immediate and ultimate controlling paient undei taking

The unmediate parent undertaking 1s BP plc. a company registered m England and Wales The
ulimate controlling parent undertakmng is BP plc, a company registered 1 England and Wales,
which 1s the parent undertaking of the smallest and largest group to consohidate these financial
statements Copies of the consolidated financial statements of BP plc can be obtamed from I St
James's Square. London. SW1Y 4PD
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