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The directors present their report and accounts for the year ended 31 December 2010

Results and dwidends

e motit for the vear after taxation was $1.033.313.000 (2009 $1.058.873.000) which, when added
to the retamned profit brought forward at 1 January 2010 of $1.796,082,000 (2009 $1.287.209.000)
ogether with total paid interim dividend to ordinary shareholders of $1,400,000,000, gives a total
1etamed profit carried forward at 31 December 2010 of $1.429.395.000 (2009 $1.796 082.000)

During the year the company has declared and paid dividends of $1.400,000.000 (2009
$550.000 000) The directors do not propose the payment of a final dividend

Principal acuvity and 1eview of the business

[he company’s prncipal activities are the exploration. exploitation and production of petroleum The
company 1s participant 1 Production Sharing Agreements (PSA's) for Blocks 15, 17 and 31 of
offshore Angola and holds an mterest 1n the Kimmertdge onshore olfield 1 the UK

The company also has a 13 6% equity holding in the Angola hquefied natural gas (Angola LNG)
project The project mvolves the gas supply, gas sales and re-gasification of liquid natwal gas The
LNG plant in Soyo. south of the Congo River, i the Zaire Province of Angola 1s currently under
construction

In Block 17 (BP 16 667%. operated by Total), the CLOV (Cravo-Linio-Orquidea-Violeta) project
was sanctioned tor development mm February 2010 The Cravo and Liro fields will be produced via a
single production ng and Orquidea and Violeta will be linked to a new FPSO via hybrid dual
Howlines/ring system Both Bloch 17 and Block 15 (BP 26 667%, operated by Exson Mobil) have
been producing throughout the year

The hey financial and other performance indicators during the year were as tollows

2010 2009  Variance
3000 $000 %
I'urnovel 2451947 3.278.482 (23)
Operating profit 1 814,527 1.859.606 (2)
Proht after tanation 1.033.313 1,058,873 (2)
Shareholders funds 4 298 030 4.664.717 (8)
2010 2009  Varnance
% %

Cuirent assets as % of curtent habilities (quick 1atio) 54 55 )
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Principal activity and review of the business (continued)

The decrease in turnover during the year was substantially due to lower production across all fields
(annual variance of 38 mbd) This has mainly been caused by negative PSA impacts with decreased
profit tranches on mature fields Higher o1l prices in 2010 than 2009 also contributed to lower
turnover via lower cost o1l barrels entitlement

During 2010 the company paid an interim dividend of $1.400,000,000 to 1its shareholders which, net
of the profit after taxation for the year, resulted in an overall decrease in shareholders funds

Principal nsks and uncertainties

The company aims to dehiver sustainable value by identifying and responding successfully to risks
Risk management 1s integrated into the process of planning and performance management at a group
level Momtoring and accountabihity for the management of these risks occur through quarterly
pertormance reviews at a group level

Consider carefully the risks described below. the potential impact of their occurrence on the
business. financial condition and results of operations on the company

Company level risks have been categonsed agamnst the following areas strategic, comphiance and
control, safety and operational. and financial nsh management In addition, we have also set out two
further categories of risk for your attention — those resulting from the Guif of Mexico ol spill (the
Incident) and those related to the general macroeconomic outlook

Gulf of Mexico ol spill

The Gulf of Mexico o1l spill has had and could continue to have a material adverse impact on BP as
a group, and consequently may also have an adverse impact on BP Exploration (Angola) Lumted

There 1s sigmificant uncertaimnty n the extent and uming of costs and habilities relating to the
Incident, the impact of the Incident on the reputation of the BP group and the resulting possible
impact on the company’s ability to access new opportunities There 15 also significant uncertainty
regarding potential changes in applicable regulations and the operating environment that may result
from the Incident These mcrease the risks to which the group and therefore the company are
exposed to These uncertainties are hkely to continue for a sigmificant period Thus, the Incident has
had. and could continue to have, a material adverse impact on the group's business, competitive
position, financial performance, cash flows, prospects, hquidity, shareholder returns and/or
implementation of 1ts strategic agenda, particularly in the US

The BP group mcome statement for the yvear ended 31 December 2010 includes a pre-tax charge of
$40 9 bullion m relation to the Guif of Mexico o1l spill  The total amounts that will ulumately be
paid by the BP group in relation to all obligations relating to the Incident are subject to sigmficant
uncertainty and the ultimate exposure and cost to the BP group will be dependent on many factors
The risks associated with the Incident could also heighten the impact of the other risks to which the
company s exposed as further described below Further information on the Incident, 1s included
within the BP group Annual Report and Form 20-F for the year ended 31 December 2010
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Principal nisks and uncertainties (continued)
General macroeconomic outlook

The general macroeconomic outlook can affect BP group results, and consequently may affect BP
Exploration (Angola) Linuted, given the nature of the company’s business

In the continuing uncertain financial and econonuc environment, certain risks may gamn more
prommence either individually or when taken together O1l and gas prices can be very volatile, with
average prices and margins influenced by changes in supply and demand This 1s likely to exacerbate
competition in all businesses, which may impact costs and margins At the same time, governments
are facing greater pressure on public finances, which may increase their motivation to 1ntervene n
the fiscal and regulatory frameworks of the o1l and gas mmdustry, mcluding the nsk of mcreased
taxation nationalisation and expropriation The global financial and economic situaion may have a
negative impact on third parties with whom we do, or may do, business Any of these factors may
atfect the company’s results of operations, financial condition, busimess prospects and hquidity

Capital markets have regamed some confidence after the banking crisis of 2008 but are still subject
to volatihty and if there are extended periods of constraints (n these markets, or it we are unable to
access the markets, at a time when cash tlows trom 1ts business operations may be under pressure, its
ability to maimtain 1ts long-term mvestment progranime may be impacted with a consequent effect on
its growth rate, and may impact shareholder returns, mecluding dividends and share buybacks, or
share price

Strategic risks

Access and renewal

Successtul execution of the company's strategy depends on implementing activities to renew and
reposition 1ts portfolio The challenges to renewal of the company’s upstream portfolio are growing
due to increasing competition for access to opportumities globally and heightened political and
economic rishs 0 certamn countries where sigmificant hydrocarbon bases are located lack of
matenal positions 1n new marhets could impact the company’s future hydrocarbon production

Moreover, the Gult of Mexico ol spill has damaged BP’s reputation, which may have a long-term
impact on the company’s ability to access new opportunities Adverse public, political and industry
sentiment towards BP Compantes. and towards o1l and gas dilling activaties generally, could
damage or impair the company’s existing commercial relationships and could 1mpair the company’s
access to new imvestment opportunities [n addition, responding to the Incident has placed, and will
continue to place, a significant burden on the BP group’s cash flow over the next several years,
which could also impede BP group’s ability to invest in new opportunities and deliver long-term
growth. which in turn may unpact the company More stringent regulation of the o1l and gas
industry, could increase this sk
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Principal risks and uncertainties (continued)
Strategic risks (continued)

Prices and markets

Oni, gas and product prices are subject to international supply and demand Political developments
and the outcome of meetings of OPEC can particularly affect world supply and o1l prices Previous
o1l price increases have resulted 1n increased fiscal take, cost mflation and more onerous terms for
access to resources As a result. mcreased oil prices may not improve margin performance In
addition to the adverse effect on revenues, margins and profitability from any fall v oil and natural
gas prices, a prolonged period of low prices or other indicators would lead to further reviews for
impairment of the company s ol and natural gas properties Such reviews would reflect
management s view of long-term o1l and natural gas prices and could result m a charge for
impairment that could have a signtficant effect on the company’s results of operations in the period
mn which 1t occurs Periods of global recession could impact the demand for the company’s products,

the prices at which they can be sold and affect the viability of the markets m which the company
operates

Clunate change and carbon pricuig
Climate change and carbon pricing policies could result in higher costs and reduction i future
revenue and strategic growth opportunities

Compliance with changes 1 laws, regulations and obligations relating to chmate change could result
in substannal capital expenditure, taxes, reduced profitability from changes in operating costs, and
1evenue generation and strategic growth opportunities betng impacted

Socro-political
The diverse nature of the company’s operations around the world exposes 1t to a wide range of

pohtical developments and consequent changes to the operating environment, regulatory
environment and law

The company has operations mn countries where political. economic and social transition 1s taking
place Some countries have experienced political instabihty, changes to the regulatory environment,
expropriation or nationalisation of property, civil strife, strikes, acts of war and insurrections Any of
these conditions could disrupt or terminate the company’s operations, causing its development
activities to be curtatled or termuinated, or s production to decline, and could cause it to ncur
additional costs

Competition
The company’s strategy depends upon continuous innovation in a highly competitive marhet

The o1l gas and petrochemicals industries are highly competitive There 1s strong competition, both
within the o1l and gas industry and with other industries, i supplying the fuel needs of commerce,
industry and the home Compettion puts pressure on product prices, affects ol products marketing
and tequires contiuous management focus on reducing unit costs and improving ctficiency, while
ensuring safety and operational risk is not compromused The implementation of the BP group
strategy requires continued technelogical advances and wmnovation including advances n
exploration, production, refining, petrochemicals manufacturing technology and advances in
technology related to energy usage The company’s performance could be impeded 1f competitors
developed or acquired intellectual property rights to technology that 1t required or if its mnovation
lagged the industry
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Principal risks and uncertainties (continued)
Strategic risks (continued)

Investment efficiency

T'he company s organic growth 1s dependent on creating a portfolio of quality options and investing
in the best options Ineffective investment selection and development could lead to loss of value and
higher capital expenditure

Reserves replacement

Successful execution of the BP group strategy depends critically on sustaming long-term reserves
replacement If upstream resources are not progressed in a imely and efficient manner, the company
will be unable to sustain long-term replacement of reserves

Comphance and control risks

Regulatory

The o1l industry 15 subject to regulation and intervention by governments throughout the world in
such matters as the award of exploration and production nterests, the imposttion of spectfic drnlling
obligations, environmental, health and safety controls, controls over the development and
decommissioming of a field (including restrictions on production) and, possibly, nationalisation,
expropriation. cancellation or non-renewal of contract rights The company buys, sells and trades o1l
and gas products 1n certain regulated commodity markets Failure to respond to changes n trading
regulations could 1esult i1 regulatory action and damage to the company's teputation The ol
industry 1s also subject to the payment of royalties and taxation, which tend to be high compared
with those payable in respect of other commercial activities, and operates n certamn tax junsdictions
that have a degree of uncertainty relating to the interpretation of, and changes to, tax law As a result
of new laws and regulations or other factors, the company could be required to curtail or cease
ceitain aperations, or 1t could ncur additional costs

The Gulf of Mexico otl spull 1s Likely to result in more stringent regulation of otl and gas activities
the US and elsewhere, patticularly relating to environmental. health and safety controls and
oversight of drilling operations, as well as access to new dnllhing areas Regulatory or legislative
action may impact the industry as a whole and could be directed specifically towards the BP group
New regulations and legislation, as well as evolving practices, could increase the cost of compliance
and may require changes to the company’s drilling operations, exploration, development and
decommissioning plans, and could impact its ability to capitalise on its assets and linut its access to
new exploration properties or operatorslhip’s [n addition, increases tn taxes, royalties and other
amounts payable to governments or governmental agencies, or restrictions on avatlability of tax
telief, could also be imposed as a 1esponse to the Incident

Ethical nusconduct and non-compliance

The code of conduct, which applies to all employees, defines the company s commitment to
integrity, comphance with all applicable legal requirements. high ethical standards and the
behaviours and actions the company expects of its busmesses and people wherever 1t operates
Incidents of ethical nusconduct or non-comphance with applicable laws and regulations, mcluding
non-comphiance with anti-bribery, anti-corruption and other applicable laws could be damaging to
the company’s reputation and shareholder value Multiple events of non-compliance could call mto
question the mtegrity of the company’s operations
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Principal risks and uncertainties (continued)
Comphiance and control risks (continued)

Liabihities and provisions

The company remamns exposed to changes in the external environment such as new laws and
tegutations (whether 1mposed by international treaty or by national or local governments n the
Junsdictions i which 1t operates), changes in tax or royalty regimes, price controls, government
actions to cancel or renegotiate contracts, market volatlty or other factors Such factors could
teduce the company’s profitability from operations in certain jurisdictions, imit its opportunities to
access new opportunities, require it to divest or write-down certam assets or atfect the adequacy of
its provisions for pensions, tax, environmental and legal habihittes Potential changes to pension or
financial market regulation could also impact funding requirements of the company

Repuorting

External reporting of financial and non-financial data 1s 1ehant on the integrity of systems and
people Failure to report data accurately and in compliance with external standards could result in
regulatory action, legal hability and damage to the company’s 1eputation

Safety and operational risks

Process safety, personal safety and environmental rivks

The nature of the company’s operations exposes it to a wide range of significant health, safety,
security and environmental rishs The scope of these risks 1s mnfluenced by the geographic range,
operational diversity and technical complexity of the company’s activities In addition, m many of
the company’s major projects and operations, risk allocation and management 1s shared with third
patties, such as contractors, sub-contractors, jomnt venture partners and associates See “Jont
ventures and other contractual arrangements® [T'here are risks of techmical integnty failure as well as
nishs of natural disasters and other adverse conditions 1n many of the areas in which the company
operates, which could lead to loss of contasnment of hydrocarbons and other hazardous matenal, as
well as the rish of fires, explosions or other incidents

[n addition, nability to provide safe environments for the company’s workforce and the pubhic could

lead to njuries or loss of hife and could result in regulatory action, legal liability and damage to the
company’s reputation

e company's operations are often conducted in difficult or environmentally sensitive locations, n
which the consequences of a spill, explosion, fire or other mcident could be greater than in other
locations These operations are subject to various environmental laws. regulations and permts and
the consequences of fallure to comply with these requirements can mclude remediation obligations,
penalties, loss of operating permuts and other sanctions Accordingly, mherent 1y the company’s
operations 1s the risk that 1f it fails to abide by environmental and safety and protection standards,
such tailure could lead to damage to the environment and could resuit in regulatory action, legal
liability. material costs and damage to the company s reputation or licence to operate

l'o help address health, safety, secunity, environmental and operations rishs, and to provide a
consistent framework within which the BP group can analyse the performance of its activities and
identify and 1emediate shoitfalls, BP implemented a group-wide operating management system
(OMS) The embedding of OMS continues and following the Gulf of Mexico oil spill a separate
Safety and Operational Risk (S&OR) function 15 being established. reporting directly to the BP
group chiet executsve There can be no assurance that OMS will adequately 1denufy all process
safety, personal safety and envionmental nishs or provide the correct mutigations, or that all
operations will be i compliance with OMS at all tmes
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Principal risks and uncertainties (continued)
Safety and operational risks (continued)

Securiy

Secunity threats require continuous oversight and control Acts of terrorism, piracy, sabotage and
similar activities directed aganst 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 business activities could also be severely disrupted by civil strife and political unrest
in areas where we operate

Product qualiy

Supplyimg customers with on-specification produets 1s eritical to mamntaining the company’s hicence
to operate and 1ts reputation in 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

Drilling and production

Exploration and production require high levels of investment and are subject to natural hazards and
other uncertainties, including those relating to the physical characteristics of an o1l or natural gas
field The company's exploration and production activities are often conducted tn extremely
challenging environments, which heighten the rnisks of technicat integrity failure and natural disasters
discussed above The cost of drilling, completing or operating wells 1s often uncertain The company
may be required to curtail, delay or cancel drilling operations because of a variety of factors,
mcludimg  unexpected drilling conditions, pressure or irregulartties i geological formations,
equipment failures or accidents, adverse weather conditions and comphance with governmental
requirements

in addition, exploration expenditure may not yield adequate returns, for example in the case of
unproductive wells or discoveries that prove uneconomic to develop The Gulf of Mexico incident
illustrates the risks the company faces mn its dnlhing and production activities

Tramportation

All modes of transportation of hydrocarbons involve inherent rnisks An explosion or fire or loss of
contamment of hydrocarbons or other hazardous material could occur duning transportation by road,
tail, sea or pipehine This 1s a significant rnisk due to the potential impact of a release on the
environment and people and given the high volumes mvolved

Muapor project delivery

Successful execution of the company’s plan depends critically on implementing the activities to
deliver the major projects over the plan period Poor delivery of any major project that underpins
production or production growth, including maintenance turnaround programmes, and/or a major
programme designed to enhance shareholder value could adversely affect the company’s financial
performance Successful project delivery requires, among other things, adequate engineering and
other capabilities and therefore successful recruitment and development of staff is central to the
company’s plans

Digutal mfrastructure

The reliability and secunity of the company’s digital infrastructure are critical to mamntammmg the
avatlability of 1its business applications A breach of the company’s digital security could cause
senious damage to business operations and. in some circumstances, could result i mjury to people,
damage to assets, harm to the environment and bieaches of regulations
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Principal risks and uncertainties (continued)
Safety and operational nisks (continued)

Business continuty and disaster recovery

Contingency plans are required to continue or recover operations following a disruption or incident
Ihability to restore or replace critnical capacity to an agreed level within an agreed timeframe would
prolong the impact of any disruption and could severely affect business and operations

Crisis management
Cnisis management plans and capability are essential to deal with emergencies at every level of the
company’s operations [f the company does not respond, or is percetved not to respond, in an

appropriate manner to esther an external or internal crisis, 1ts business and operations could be
severely disrupted

People and capabiiity

Successful recruitment of new staff, employee traiming, development and long-term renewal of
shills. mn particular techmcal capabilities such as petroleum engmeers and scientists, are key to
implementing the company s plans Inabihty to develop human capacity and capability, both across
the orgamisation and in speciftc operating locations, could jeopardise performance delivery

Treasury and trading activities

In the normal course of busimess, the company 1s subject to operational risk around 1ts treasury and
trading activities Control of these activities 1s highly dependent on the company’s ability to process,
manage and momtor a large number of complex transactions across many markets and currencies
Shortcomings or fatlures in the company’s systems, risk management methodology. internal control
processes or people could lead to disruption of its business, finaneial 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
Ratings downgraded the BP group’s long-term credit ratings Since that time, the BP group’s credit
ratings have improved somewhat but are still lower than they were immediately before the Gulf of
Mexico oil spill The impact that a significant operational incident can have on the BP group’s credit
ratings, taken together with the reputational consequences of any such ncident, the ratings and
assessments published by analysts and mvestors’ concerns about the BP group’s costs arsing from
any such meident, ongomg contingencies, hiquidity, financial performance and volatile credit
spreads, could ncrease the BP group’s financing costs and limit the BP group’s access to financing
and thus have a similar effect on the company The company’s ability to engage n its trading
activities could also be impacted due to counterparty concerns about the company’s financial and
business rish profile m such circumstances Such counterparties could require that the company
provide collatera! or other forms of financial security for 1ts obligations, particularly if the BP
group s credit ratings are downgraded Further information on the risks of Treasury and Trading
activities are included within the BP group Annual Report and Form 20-F for the year ended 31
December 2010
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Principal risks and uncertainties (continued)
Safety and operational risks (continued)

Jount ventures and other contractual arrangements

Many of the company’s major projects and operations are conducted through joint ventures or
associates and through contracting and sub-contracting arrangements These arrangements often
imvolve complex nisk allocation, decision-making process and indemiificaton arrangements [n
certain cases, the company may have less control of such activities than 1t would have if the
company had full operational control Additionally, the company’s jomnt venture partners or
associates or contractual counterparties are primarily responsible for the adequacy of the human or
techmical competencies and capabihities which they bring to bear on the joint project, and 1 the
event these are found to be lacking the company’s jomt venture partners or associates may not be
able to meet their financial or other obhgations to their counterparties or to the relevant project,
potentially threatening the viability of such projects Furthermore, should accidents or incidents
occur m operations 1n which the company participates, whether as operator or otherwise, and where
it 1s held that the company s sub-contractors or joint venture partners are legally liable to share any
aspects of the cost of responding to such incudents. the financial capacity of these thied parties may
prove madequate to fully mdemmify the company agamst the costs it incurs on behalf of the joint
venture or contractual arrangement Should a key sub-contractor, such as a lessor of dnilling rigs, be
no longer able to make these assets available to the company, this could result in serious disruption
to its operations Where the company does not have operational control of a venture, the company
may nonetheless stiil be pursued by regulators or claimants in the event ot an incident

Financial risk management

The matn financial rishs faced by the company through its normal business activities are market risk,
foreign currency exchange risk, interest rate rish, credit nisk and hquidity nsk The management of
these financial rishs 1s performed at BP group level The company seeks to maintain a financial
framework to ensure that 1t 1s able to maintain an appropriate level ot higuidity and financial
capacity This fiamework constrains the level of assessed capital at risk for the purposes of positions
tahen 1n financial mstiuments Failure to accurately forecast or mamtam sufficient hiquidity and
credit to meet these needs could impact the company s ability to operate and result in a financial
loss

Market risk

Marhet risk 1s the rish or uncertamty anising from possible market price movements and their impact
on the future performance of a business This includes the possibility that changes 1 foreign
currency exchange rates. interest rates or otl, natural gas and power prices will adversely atfect the
value ot the company s financial assets, habilities or expected future cash flows The management of
such rishs 1s performed at BP group level The group has developed a contro! framework anmed at
managing the volatihty inherent in certain of its natural business exposures In accordance with this
control framework the group enters into various transactions using derivatives for rish management
purposes
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Principal risks and uncertainties {continued)
Financial sk management (continued)

Forewgn currency exchange risk

Fluctuations n foreign exchange rates can have significant effects on the company's reported
results The company’s financial assets and habilities give rise to transactional currency exposures
Such exposures arise fiom transactions in a currency other than the company’s functional currency
The management of such risks 1s pertormed at BP group level BP’s foreign exchange management
policy 1s to minumise economic and significant transactional exposures arising from currency
movements agamst the US dollar The group co-ordinates the handling of foreign exchange risks
centrally, by netting off naturally occurring opposite exposures wherever possible and then dealing
with any material residual foreign exchange risks For highly probable forecast capital expenditures

the group locks m the US dollar cost of non US dollar supplies by using currency forwards and
futures

Crude o1l prices are generally set in US doliars, whsle sales of refined products may be in a vanety of
currencies Fluctuations in exchange rates can therefore give rise to foreign exchange exposures,
with a consequent impact on underlying costs and revenues

Interest rate risk
The company 1s exposed to interest rate risk from the possibility that changes 1 interest tates will
affect future cash flows or the fair values of its financial instruments, principally finance debt

Where the company enters mto money market contracts for entrepreneurial trading purposes, the
activity 1s controlled at BP group level using value-at-risk techniques

Credit risk

Credit risk 1s the risk that a customer or counterparty to a financial instrument will fail to perform or
fail to pay amounts due causing financial loss to the company [t arises from cash and cash
equivalents, derivative financial mstruments and principally from credit exposures to customers
relating to outstanding receivables The management of such risks 1s performed at BP group level
The group has a credit policy that 1s designed to ensure that consistent processes are in place
throughout the group to measure and control credit nsk Credit risk 1s considered part of the risk-
reward balance of doing business On entering mto any business contract, the extent to which the
arrangement exposes the group to credit nsk 1s constdered Before trading with a new counterparty,
its creditworthiness is assessed and a credit rating allocated that indicates the probability of default,
along with a credit exposure limit Creditworihiness continues to be evaluated after transactions have
been wnitiated and a watchhst of lugher-risk counterparties 1s mantained

Commercial credit nsk 1s measured and controlled to determine the company’s total credit rish
[nabihty to determine adequately the company’s ciredit exposure could lead to financial loss A credit
crisis affecting banks and other sectors of the economy could umpact the ability of counterparties to
meet their financial obligations to the company [t could also affect the company’s ability to raise
capital to fund growth and to meet 1ts obhigations




BP EXPLORATION (ANGOLA) LIMITED t

REPORT OF THE DIRECTORS

Principal risks and uncertainties (continued)
Financaal risk management (continued)

Liqudity risk

Liquidity rish s the nisk that suitable sources of funding for the company’s business activities 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 [n June 2010, Moody’s Investors Service and
Standard & Poor’s (S&P) downgraded the group’s long-term credit ratings from Aal (stable
outlook) and AA (stable outlook) respectively, to A2 {negative watch) and A (negative watch)
respectively Moody’s and S&P have subsequently removed the group from ratings watch, and have
currently placed the group’s rating on A2 (stable outlook) and A (negative outlook), respectively

Future developments

The duectors aun to mantamn the management policies which have resulted in the company’s growth
mn recent years They believe that the company 1s 1in a good position to take advantage of any
opportuntties which may arise wn the future

It 15 the intention of the directors that the busmness ot the company will continue for the foreseeable
future

Events since the balance sheet date

On 17 May 2011, BP announced an agreement to sell its interest in Kimmeridge This formed part of
an overall agreement to sell the BP Group's interest in the Wytch Farm Wareham, Beacon and
Kimmeridge fields to Perenco UK Lumited (Perenco) for up to $610 million in cash The price
includes $55 million contingent on Perenco’s future development of the Beacon field and on ol
prices in 2011-2013 An immediate payment of $500 mullion, relating to the total transaction, has
been made A further $55 millton will be paid on completion which 1s expected at the end of 2011
with the remamning $55m contingent on submission of the Beacon field development plan and o1l
price Completion of the sale is subject to partner pre-emption rights and a number of third party and
regulatory approvals
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Directors
The present directors are listed on page |

R C Fearnley and R T Fryar served as directors throughout the financial year Changes since |
January 2010 are as follows

Appointed Resigned
M Morris 01 November 2010 -
J S Blythe 04 May 2011 -
R C Fearnley - 04 May 2011
A P Martim 18 May 2011 -
R T Frvar - 18 May 2011

Directors' indemnity

The company indemnifies the directors i 1ts Articles of Association to the extent aillowed under
section 232 of the Companies Act 2006

Policy and practice on payment of creditors

It 1s the company's policy to follow the CBI's prompt payment code of practice for all supphiers to the
company with payments made in accordance with the relevant contractual payment terms A copy of
the code of practice may be obtained from the CBI

The number of days' purchases represented by trade creditors at the year-end was il

Auditors

{n the absence of a notice proposing that the appointment be termmated, Ernst & Young LLP wiil be
deemed to be re-appointed as the company’s auditor for the next year
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Directors’ statement as to the disclosure of information to the auditor

The duectors who were members of the board at the time of approving the directors’ report are listed
on page 1 Having made enquiries of fellow directors and of the company’s auditor, each of these
directors confinms that

e To the best of each director’s knowledge and belief, there is 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 might reasonably be expected to have taken to be
aware of relevant audit information and to establish that the company’s auditor 15 aware of that
information

By Order of the Board

KCGEng

For and on behalf of
Sunbury Secretaries Limited
Company Secretary

26 SepremBer 2011

Registered Office

Chertsey Road
Sunbury on Thames
Middlesex

TWI16 7BP

United Kingdom




BP EXPLORATION (ANGOLA) LIMITED

STATEMENT OF DIRECTORS’ RESPONSIBILITIES IN RESPECT OF THE ACCOUNTS

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

Company law iequires the directors to prepare financial statements for each financial year Under that
law the directors have elected to prepare the financial statements in accordance with United Kingdom
Generally Accepted Accounting Practice (United Kingdom accounting standards and applicable law)
Under company law the duectors 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 protit or loss for that
period [n preparing these accounts, the directors are required to

* select suitable accounting policies and then apply them consistently,
¢ make judgements and estimates that are reasonable and prudent,

» state whether apphcable United Kingdom accounting standards have been followed, subject
to any material departures disclosed and explamed in the financial statements, and

* prepare the financial statements on the gomg concern basis unless 1t 15 nappropriate to
presume that the company will continue m business

The directors are responsible tor heeping proper accounting records that are sufficient to show and
explain the company s transactions and disclose with reasonable accuracy at any ume the financial
position of the company and enable them to ensure that the financial statements comply with the
Companies Act 2006 They are also responsible for safeguarding the assets of the company and hence
for tahing reasonable steps for the prevention and detection of fraud and other irregularities

The directors confirm that they have comphied with these requirements and having a reasonable
expectation that the company has adequate resources to continue n operanional existence for the
foreseeable future, contimue to adopt the going concern basis in prepating the accounts
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BP EXPLORATION (ANGOLA) LIMITED (

INDEPENDENT AUDITOR’S REPORT TO THE MEMBERS OF
BP EXPLORATION (ANGOLA) LIMITED

We have audited the financial statements of BP Exploration (Angola) Limited for the year ended 31 December 2010
which comprise the Profit and Loss Account, the Statement of Total Recognised Gains and Losses, the Balance Sheet
the accounting policies and the related notes | to 26 The financial reporting framework that has been apphed in their
preparation 1s applicable law and Unmited Kingdom accounting standards (United Kingdom Generally Accepted
Accounting Practice) .

This report 15 made solely to the company’s members, as a body, in accordance with Chapter 3 of Part 16 of the
Companies Act 2006 Our audit work has been undertaken so that we might state to the company's members those
marters we are required to state to them in an auditors' report and for no other purpose To the fullest extent permutted
by faw, we do not accept or assume responsibility to anyone other than the company and the company's members as a
body, for our audit work, for this report, or for the opinions we have formed

Respective responsibilities of directors and auditors

As explamed more fully m the Statement of Directors’ Responsibihties set out on page t4, the dmectors are
responsible for the preparation of the financial statements and for being sausfied that they give a true and fair view
QOur responsibihity 1s to audit and express an opimion on the financial statements 1in accordance with apphcable law and
International Standards on Auduing (UK and lreland) These standards require us to comply wuh the Auditing
Practices Board’s Ethical Standards for Auditors

Scope of the audit of the financial statements

An audit involves obtarming evidence about the amounts and disclosures 1n the financial statements sutficient to give
reasonable assurance that the financial statements are free from matenal missiatement, whether caused by fraud or
error s includes an assessment of whether the accounting pohicies are appropriate to the company's circumstances
and have been consistently applied and adequately disclosed, the reasonableness of significant accounting estimates
made by the directors, and the overall presentation of the financial statements

Opimion on the financial statements
In our opinion the financial statements
* give atrue and fair view of the state of the company’s affairs as at 31 December 2010 and of its profit for the
year then ended,
= have been properly prepared 1n accordance with United Kingdom Generally Accepted Accounting Practice,
and
=  have been prepared n accordance with the requirements of the Companies Act 2006

Opinion on other matter prescribed by the Companies Act 2006
In our opmion the information given in the Directors’ Report for the financial year for wiuch the financial statements
are prepared 1s consistent with the financial statements

Matters on which we are required to report by exception
We have nothing to report in respect of the following matters where the Compantes Act 2006 requires us to report to
you if, mn our opinion

* adequate accounting records have not been kept by the company, or returns adequate for our audit have not

been recerved from branches not visited by us, or

* the company financial statements are not in agreement with the accounting records and returns, or

= certain disclosures of directors’ remuneration specified by faw are not made, or

= we have not received all the informauon and explanations we require for our audit

‘: (SEI‘IIOI‘ Statuto:y AUdltOI‘)

for and on behalf of Ernst & Young LLP, Statufory Auditor

London

? 571/0450- 2011




BP EXPLORATION (ANGOLA) LIMITED

ACCOUNTING POLICIES

Accounting standards
These accounts are prepared n accordance with applicable UK accounting standards

In addition to the requirements of accounting standards, the accounting for exploration and production
activities 15 governed by the Statement of Recommended Practice ("SORP*) Acceunting for Otl and
Gas Exploration, Development, Production and Decomnussioning Activities’ 1ssued by the UK Oul
Industry Accouating Committee on 7 June 2001

These accounts have been prepared n accordance with the provisions of the SORP with the exception
ot the following

(1)  The SORP recommends that o1l and gas reserve quantities be disclosed The company 1s a
wholly owned subsidiary of BP plc and, as such, the o1l and gas reserve gquantities of the
company are included in the consolidated o1l and gas reserve quantities disclosed in the Annual
Report and Accounts of BP p lc Consequently the directors have elected not to publish this
information for the company,

(1) The SORP contains rules around the estimation of future o1l and gas reserves The company, as
part of the BP group, estimates and calcuiates its reserves in accordance with the US Securities
and Exchange Commission (SEC) rules The mamn differences relate to the SEC requirement to
use a twelve-month average price to assess future reserves, being the unweighted average of the
price on the first day of the month for the past twelve months Tlus 1s the basis applied n the
BP group reporting and 1s comparable with other o1l majors 1t 1s not possible for the company
to quantify the smpact of this departure as SORP estimates of reserves are no longer
manitained

Accounting convention
The accounts are prepared under the historical cost convention
Basis of preparation

At 31 December 2010 the company s balance sheet had net current habihities amounting to
$1.510.417,000

The directors consider 1t appropriate to prepare the accounts on a going concern basis, since the
parent undertaking agreed to provide sufficient finance, whether directly or through one of s
subsidiaries to enable the company to meet s habiltties as they fall due for the foreseeable future

Statement of cash flows

The group accounts of the uitimate parent undertaking contain a consolidated cash flow statement
The company has taken advantage of the exemption granted by the Financial Reporting Standard No
| {(Revised), whereby 1t 1s not required to publish its own cash flow statement

Revenue recogrition

Revenues associated with the sale of oil, natural gas hquids, hquefied natural gas, petroleum and
chemical products and all other items are recognised when title passes to the customer Generally,
revenues from the production of natural gas and ol propeities m which the company has an interest
with other producers are recognised on the basis of the company’s working mterests in those
properties (the entitlement method) Differences between the production sold and the company’s
share of production (under / over lifts) are included as an adjustment to cost ot sales




BP EXPLORATION (ANGOLA) LIMITED

ACCOUNTING POLICIES

Foreign currency transactions

Foreign currency transactions are uutially recorded in dollars by applyimg the exchange rate ruling on
the date of transaction Foreign currency monetary assets and labihties are translated into dollars at
the rate of exchange ruling at the balance sheet date Exchange differences are included in the profit
and loss account

Research
Expenditure on research 1s written off in the year in which it 1s incurred

Interest

Interest 1s capitahsed gross of related tax relief during the period of construction where 1t relates
either to the financing of mayor projects with long periods of development or to dedicated financing of
other projects All other interest 1s charged against mcome i the year in which 1t 1s incurred

Dividends payable

Final dividends are recorded n the accounts in the year in which they are approved by the company’s
shareholders Interim dividends are recorded m the year in which they are approved and paid

[ntangible assets

[ntangible assets mclude expenditure on the exploration for and evaluation of o1l and natural gas
tesources, computer software, patents, licences. trademaiks and product development costs Product
development costs are capitalised as itangible assets when a project has obtained sanction and the
tuture recoverability of such costs can reasonably be 1egarded as assured The expected useful lives of
the assets are teviewed on an annual basis and. if necessary, changes i useful hives are accounted for
prospectively

Intangible assets are not depreciated The indefinite ife of intangible assets 1s reviewed on an annuoal
basis and, if necessary, changes i useful lives are accounted for prospectively

The carrymng value of intangible assets 1s teviewed for impawment 1f events or changes n
cicumstances indicate the carrying value may not be tecoverable To the extent that the carrying
amount exceeds the recoverable amount, that 1s, the higher of net reahisable value and value 1n use, the
asset 15 written down to 1ts recoverable amount The value in use 15 determined from estimated
discounted future net cash flows

Oil and natural gas exploration and development expenditure

Od and natwal gas explotation and development expenditure 15 accounted for using the successfuf
ettorts method of accounting

Licence and property acquisition costs

Lxploration hicence and property leasehold acquisttion costs e imitially capitalised within intangible
fined assets  Upon determunation of economically recoverable reseives { proved iesesves’” or
commerctal 1eserves’). the costs me aggregated with exploration expenditure and held on a field-by-
field basis as proved propeities awaiting approval within intangible assets When development 1s
sanctioned, the televant expenditure 1s transtenied to tangible production assets




BP EXPLORATION (ANGOLA) LIMITED

ACCOUNTING POLICIES

Licence and property acquisition costs (continued)

Each property 1s 1eviewed on an annual basis to confirm that drilhng activity is planned and the
property 1s not impaired 1f no futwe activity 1s planned, the remaming balance of the hcence and
property acquisition costs 15 written oft

Exploration expenditure

Geological and geophysical exploration costs are charged against income as incurted Costs directly
associated with an eaploiatton well are capitalised as an intangible asset untif the dnlling ot the well
1s complete and the rtesults have been cvaluated These costs include employee remuneration,
materials and tuel used, rig costs and payments made 1o contiactors IF hydrocarbons are not found,
the exploration expenditure 1s written off as a dry hole If hydrocarbons are found and subject to
further apprasal acuvity, which may include the drnithing of further wells. are likely to be capable of
commerctal development., the costs continue to be carmied as an asset  All such cainied costs aie
subject to 1eguiar techmeal, commercial and management review to confirm the continued intent to
develop or otherwise extract value from the discovery When this 1s no longer the case the costs aie
written off When proved reseives of ol and natural gas are determmed and development 1s
sanctioned. the relevant expendituie 1s transfened to tangible production assets

Development expenditure

Expendituie on the construction mstallanion o completion of nfrastructure facilities such as
plattoims. pipelines and the dnilling of development wells, including unsuccessful development or
dehneation wells is capitalised within tangible production assets

Tangible fixed assets

Tanmble fixed assets are stated at cost, less accumulated depreciation and accumulated impairment
losses

The mitial cost of an asset comprises its purchase price or construction cost, any costs derectly
attributable to bringing the asset mto operation, the mmtial estimate of any decomimissioning
obligation, 1f any, and, for qualifying assets, boriowing costs The purchase price or canstruction 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 15 aiso included within tangible fined assets

Oul and natural gas properties are depreciated using a umit-of-production method The cost of
producing wells 1s depreciated over proved developed reserves Licence acquisition, decommissioning,
and field development costs are depreciated over total proved reserves The unit-of-production tate for
the depreciation of field development costs takes into account expenditutes incuried to date, together
with future development expenditure required to access the total proved reserves

Other tangible assets, with the exception of freehold land and assets under construction, are
depreciated on the straight line method over their estimated useful lives

Changes in unit-of-production factors

Changes n factors which affect unit-of-production calculations aie dealt with prospectively, not by
immediate adjustment of prior years™ amounts




.

BP EXPLORATION (ANGOLA) LIMITED

ACCOUNTING POLICIES

Maintenance expenditure

E~xpenditure on major mawntenance refits or repawrs comprises the cost of replacement assets or parts
of assets, mspection costs and overhaul costs Where an asset or part of an asset that was separately
depreciated and 1s now written off 1s replaced and 1t 1s probable that future economic benefits
associated with the item will flow to the company. the expenditure 1s capitalised Inspection costs
associated with major maintenance programmes are capitalised and amortised over the period to the
next inspection All other maintenance costs are expensed as incurred

Impairment of intangible assets and tangible fived assets

The company assesses assets or groups of assets for mmpairment whenever events or changes in
circumstances indicate that the carrymg value of an asset may not be recoverable Individual assets
are grouped for impairment assessment purposes at the lowest level at which there are identtfiable
cash flows that are largely independent of the cash flows of other groups of assets If any such
indication of impanment exists or when annual impanment testing for an asset group 1s required, the
company makes an estiunate of its recoverable amount An asset group’s recoverable amount 1s the
higher of 1ts net realisable value and its value in use Where the carrying amount of an asset group
exceeds Its recoverable amount, the asset group 1s considered mipaired and s written down to 1ts
recoverable amount In assessing value in use, the estimated future cash flows are adjusted for the
risks specific to the asset group and are discounted to their present value using a pre-tax discount rate
that reflects current market assessments of the time value of money

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

Investments

Fixed asset investments in joint ventures and assoclates are held at cost The company assesses
investments for impawrment whenever events or changes in circumstances indicate that the carrying
value of an mvestment may not be recoverable [f any such indication of impanment exists, the
company makes an estunate of its recoverable amount Where the carrying amount of an mvestment
exceeds s recoverable amount, the mvestment 1s considered impaired and 1s written down to 1ts
1ecoverable amount

[nterests in joint ventures

The company's activities are conducted through a joint operating company where the company and its
Jont venture partner have a direct ownership interest in, and jointly control the assets of the venture
The company recognises on a line by line basis, its share of the assets, habilities and expenses of
these yomtly controlled assets, along with its income from the sale of its share of the output and any
liabihities and expenses incurred i refation to the venture



BP EXPLORATION (ANGOLA) LIMITED /

ACCOUNTING POLICIES

Stock valuation

Stocks are valued at cost to the company, using the first-in first-out method or at net realisable value,
whichever 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 carned at the onginal mvoice 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 probability of recovery 1s assessed as being
Iemote

Trade and other creditors

Trade and other creditors are carried at payment or settiement amounts If the effect of the time value
of money 1s materal, trade and other creditors are determined by discounting the expected future cash
flows at a pre-tax rate

Provisions

Provisions are recognised when the company has a present obligation (legal or constructive} as a
resuit of a past event, 1t 1s probable that an outflow of resources embodying economic benefits will be
required to settle the obligation and a reliable estimate can be made of the amount of the obligation
Where the company expects some or all of a provision to be reinbursed, the reimbursement 1s
tecognised as a separate asset, but only when the reumbursement 1s virtually certain The expense
relating to any proviston s presented in the profit and loss account net of any reimbursement [f the
effect of the tme value of money 1s material, provisions are determined by discounting the expected
future cash tlows at a pre-tax rate

A contingent hability 1s disclosed where the evistence of an obligation will only be confirmed by
future events or where the amount of the obligation cannot be measured with reasonable reliability
Contingent assets are not recogmised, but are disclosed where an nflow of economic benefits 1s
probable

Decommissioning

Provision for decommissioning costs Is recognised when the company has an obligation to dismantle
and remove a facility or an item of plant and to restore the site on which 1t 1s located, and when a
reasonable estimate of that provision can be made Where an obligation exists for a new facility, such
as o1l and natural gas preduction or transportation facilities, this will be on construction or
mstailation An obligation for decommissioning may also crystallise during the period of operation of
a facility through a change 1n legislation or through a decision to terminate operations The amount
recognised s the present value of the estimated future expenditure determined in accordance with the
local conditions and requirements A corresponding tangible fixed asset of an amount equivalent to
the provision i1s also created This 1s subsequently depreciated as part of the captal costs of the
production and transportation faciities

Any change n the present value of the estumated expenditure 1s reflected as an adjustment to the
provision and the fixed asset




BP EXPLORATION (ANGOLA) LIMITED

ACCOUNTING POLICIES

Environmental lizbilities

Environmental expenditures that ielate to current o1 future revenues are expensed or capitalised as
appropriate Expenditures that relate to an existing condition caused by past operations and that do not
contribute to current or future earnings are expensed

Liabihties for environmental costs are recognised when environmental assessiments or clean-ups are
probable and the associated costs can be reasonably estimated Generally, the timing of these
provisions comcides with the commitment to a formal plan of action or, 1f earlier, on divestment or on
closure of mactive sites The amount recognised 1s the best estimate of the expenditure required
Where the time value of money 1s material, the amount recogmised 1s the present value of the
estimated future expenditure

Deferred tax

Deferred tax 1s recognised in respect of timing differences that have originated but not reversed at the
balance sheet date where transactions or events have occurred at that date that will result 1n an
obligation to pay more, or a right to pay less, tax n the future [n particular

¢  Provision 1s made for tax on gans arising 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 basts of all available evidence at the balance sheet date, it 1s more hkely than not that the
taxable gain will be rolled over into replacement assets and charged to tax only where the
replacement assets are sold,

e  Provision 1s made for deferred tax that would arise on 1emittance of the retammed earnings of
overseas subsidianies, associates and joint ventures only to the extent that, at the balance sheet
date, dividends have been accrued as receirvable, and

o  Deferred tax assets are recognised only to the extent that 1t 1s considered more likely than not that

there will be suitable taxable profits from which the underlying timing differences can be
deducted

Deferted tax 1s measured on an undiscounted basis at the average tax rates that are expected to apply
m the years in which timing differences reverse, based on tax rates and laws enacted or substantively
enacted at the balance sheet date

Discounting

The unwinding of the discount on provisions 1s included within interest expense Any change in the
amount recogmised for environmental and other provisions arising through changes in discount rates s
included within interest expense

Leases

Assets held under leases which transter to the company substantially all rishs and rewards incidental
to ownership of the leased item, are capitalised at inception of the lease at the fair value of the leased
property or, If significantly lower, at the estimated present value of the mimimum 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 terms so as to achieve a constant rate of interest on
the remaining balance of the Liability

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




BP EXPLORATION (ANGOLA) LIMITED

—

ACCOUNTING POLICIES

Leases (eontinued)

Operating lease payments are recognised as an expense 1n the profit and foss account on a straight-line
basis over the lease term '

Use of estimates

The preparation of accounts in conformity with generally accepted accounting principles requires
management to make estunates and assumptions that affect the reported amounts of assets and
habihities at the date of the accounts and the reported amounts of revenues and expenses during the
reporting period Actual outcomes could differ from those estimates




BP EXPLORATION (ANGOLA) LIMITED

PROFIT AND LOSS ACCOUNT

FOR THE YEAR ENDED 31 DECEMBER 2010

Turnover
Cost of sales
Gross profit

Exploration expenses
Administration expenses

Profit on ordinary activities before investment
imcome, interest and taxation

Interest payable and similar charges
Interest 1eceivable and simuilar income
Profit before taxation

Taxation
Profit for the year

Note

-

2010 2009
$000 $000
2,451,947 3,278,482
(601,749) (1,372,742)
1,850,198 1,905,740
(33,648) (27,826)
(2,023) (18,308)
1,814,527 1,859,606
(54,669) (29,637)
893 504
1,760,751 1,830,473
(727,438) (771 600)
1.033,313 1,058,873

The profit of $1.033,313,000 for the year ended 31 December 2010 has derived in its entirety from

continuing operations

STATEMENT OF TOTAL RECOGNISED GAINS AND LOSSES

FOR THE YEAR ENDED 31 BECEMBER 2010

There are no recognised gains or losses attributable to the shareholders of the company other than the
profit of $1,033,313,000 for the year ended 31 December 2010 (2009 profit of $1,058,873,000)




BP EXPLORATION (ANGOLA) LIMITED

(Registered No 00615393)

BALANCE SHEET AT 31 DECEMBER 2010

Fixed assets
Intangible assets
Tangible assets
Investments

Current assets

Stocks

Debtors — amounts falling due
within one year
after one year

Cash at bank and m hand

Creditors. amounts falling due within one year
Net current assets / habilities

TOTAL ASSETS LESS CURRENT LIABILITIES

Creditors. amounts falling due after more than one
year

Provisions fo: habilities and charges
Deferred tax
Other provisions

NET ASSETS / LIABILITIES

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

SHAREHOLDERS’ FUNDS -
EQUITY INTERESTS

On behalf of the Board

J S Blythe
Director

26 SePTeEmes. 2011

Note

=]

11

12
12

13

13

17
18

2010 2009

$000 $000
659,272 725,189
6,513,941 5,386,407
961,839 719,468
8,135,052 6,831,064
72,361 48,715
1,609,871 1,281,557
97,673 :
14,230 29,670
1,794,135 1,359,942
(3,304,552) (2,472,942)
(1,510.417) (1,113,000)
6,624,635 5,718,064
(1,005,096) (89,487)
(795,481) (485,671)
(526,028) (478,189)
4,298,030 4,664,717
2,868,635 2,868,635
1,429,395 1,796,082
4,298.030 4,664,717




BP EXPLORATION (ANGOLA) LIMITED

NOTES TO THE ACCOUNTS

Turnover

Turnover, which 1s stated net of value added tax, customs duties and sales taxes represents amounts
nvoiced to third parties

An analysis of turnover by geographical marhet 1s given below

2010 2009

$000 5000
By geographical area
UK - -
Rest of Europe 79,707 346,843
USA 586.760 908.284
Rest of World 1,785,480 2.023.355
Total 2,451,947 3.278,482

Turnover is attributable to one continumg activity, the production and selling of petroleum products
Profit on ordinary activities before investment income, interest and taxation

This 1s stated after charging / (crediting)

2010 2009
$000 $000
Hire charges under operating leases
Plant & machinery 23,067 42,574
Tanker charters 4,780 57,351
Exchange gam on foreign currency borrowings less deposits (7.064) 5,436
Depreciation of owned fixed assets (including amortisation of 646,986 690,681
intangibles)
Depreciation of assets held under finance leases 12,174 12.174
impanment 30,650 -
Auditor’s remuneration
2010 2009
$000 $000
Fees for the audit of the company 41 66

Fees paid to the company’s auditor, Ernst & Young LLP, and uts associates for services other than the
statutoty audit of the company are not disclosed n these accounts since the consolidated accounts of
BP Exploration (Angola) Limited’s ulumate parent, BP p 1 ¢, are required to disclose non-audit fees
on a consolidated basis




BP EXPLORATION (ANGOLA) LIMITED /

NOTES TO THE ACCOUNTS

Interest payable and syimilar charges

2010 2009
$000 $000
Interest expense on

Bank loans and overdrafts 13302 -
Loans from group undertakings 23,491 4,696
Other nterest 6,050 7,906
Unwinding of discount on provisions 8.626 17,035
54,669 29,637

Interest receivable and similar income
2010 2009
£000 $000
interest income from group undertakings 193 |
Other interest 700 503
393 504

Taxation

The Company 1s a member of a group for the purposes of relief withain Part 5, Corporation Tax Act
2010

No corporatian tax has been provided n respect of the company s ol extraction activities i the UK
and UK Continental Shelf because another group company, BP Exploration Operating Company
Limited, has undertaken to provide for any current or deferred tax that arises

In respect of the company’s other activities, no corporation tax has been provided because another
group company, BP International Limited, has undertaken to procure the claim or surrender of group
relief to the extent that 1t 1s required and to provide for any cuirent or deterred UK tax that anses
without charge

The tax charge 1s made up as follows

2010 2009
Current tax 3000 $000
Overseas tax on income for the year 417628 778,151
Overseas tax [overprovided) / underprovided n prior years - -
Total current tax 417628 778 151
Deterred tax
Onigination and reversal of unung differences 309,810 (6,551)
Total deferred tax 309.810 (6.551)

Tax charged on profit on ordinary activities 7127438 771,600




BP EXPLORATION (ANGOLA) LIMITED

NOTES TO THE ACCOUNTS

Tavation (continued)

(a) Factors atfecting the current tax charge

The tax assessed on the profit on ordmary activities for the year 1s lower than the standard rate of
corporation tax i the UK of 28% for the year ended 31 December 2010 (2009 — 28%) The

ditferences are reconciled below

Protit on ordinary activities before tax
Current taxation

Effective current tax rate

UK corporation tax rate

Increase / (decrease) resulting from
Fived asset uming differences
Double tax relief

Cuirent overseas tax

Ettecuive current tax rate

(b) Provision for deferred tax

The deferred tax mcluded in the balance sheet ts as follows

Accelerated capital allowances
Decommissioning and other provisions
Tax credits and losses carried forward
Other immg differences

Provision for deferred tax

At | Januvary 2010
Deferred tax charged n the profit and loss account
At 31 December 2010

2010 2009
$000 $000
1,760.751 1.830,473
417,628 778.151
24% 43%
2010 2009
% %
28 28
B 1
(39) (39)
24 43
24 43
2010 2009
$000 $000
1.019.074 920,055
(232,198) (217.701)
8 605 (216.683)
795 481 485,671
2010
$000
485,671
309.810
795481




BP EXPLORATION (ANGOLA) LIMITED

NOTES TO THE ACCOUNTS

Directors and employees

(a) Remuneration of directors

The total remuneration for all serving directors for their period of directorship to the company
amounted to $298.000 A number of directors are senior executives of the BP Ple Group and received
no remuneration for services to this company or its subsidiary undertakings

One director was a member of the defined benefit section of the BP Pension Fund at 31 December
2010

(b) Employee costs
The company had no employees during the year (2009 Nil)

Intangible assets

Exploration
expenditure
Cost $000
At 1 January 2010 780,299
Additions 35.129
Disposals (24,223)
Transfers {(76,823)
At 31 December 2010 714,382
Amortisation
At 1 January 2010 (55,110)
At 31 December 2010 {55.110)
Net book vaiue
At 31 December 2010 659,272

At 31 December 2009 725,189




9. Tangible assets

Cost

At I January
2010
Additions
Tiansters

At 31
December
2010

Depreciation
and
impairment
At | January
2010

Charge for the
year
[mpairment
At 31
December
2010

Net book
value
At 31
December
2010

At 31
December
2009

*AUC = assets under construction Assets under construction are not depreciated

BP EXPLORATION (ANGOLA) LIMITED

NOTES TO THE ACCOUNTS

Fintures Develop- Motor

Land & & Ol & gas ment  Vehicie Of which
buildings fittings properties expenditure § Total AUC*
$000 $000 $000 Jo00 $000 $000 $000
23,826 18,275 6,585,323 2,465,639 913 9,093,976 2,390,307
602 214 223,990 1,515,589 125 1,740,520 1,556,020
(2.970) 2,970 76,823 76,823 54,468
21.458 21,459 6,809,313 4,058,051 1,038 10,911,319 4,000,795

(376) (17,725) (3,689 284) (184) (3,707.569)

(850) (1,489) (656,622) (198) {659,159)

(30,650} (30,650)

{1,226) (19,214) (4,.376.556) - {382) (4.397.378)
20.232 2,245 2,432,757 4,058,051 656 6.513.941 4.000.795
23,450 550 2.896,039 2.465.639 729 5,386,407 2,390,307
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BP EXPLORATION (ANGOLA) LIMITED

NOTES TO THE ACCOUNTS

Tangible assets {(continued)

The net book value of land and buildings comprises

2010 2009

$000 3000

Long leasehold 20,232 23.450
20,232 23,450

Assets held under finance leases and capitalised interest included above, are

Net book

Cost Depreciation value

Leased assets 3000 $000 $000

At 31 December 2010 182,609 (33,305 149,304

At 31 December 2009 182,609 (21,131 161.478

Investments

Joint

verntures

shares

Cost $000

At 1 January 2010 719,468

Additions 242371

At 31 December 2010 961,839

Amounts provided -
Net book amount

At 31 December 2010 961,839

At 31 December 2009 719,468

The joint ventures of the company at 31 December 2010 and the percentage of equity capital held are

set out below The principal country of operation 1s generally mdicated by the company's country of
incorporation or by its name

Joint ventures Class of % Principal place of husiness Principal activities
share held
Angola LNG Ordinary 136 Angola LNG Liquefaction Plant

Limited
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13.

BP EXPLORATION (ANGOLA) LIMITED

Stocks

Petroleum
Stores

Debtors

Trade debtors

Amounts owed by group
undertakings

Amounts owed by associates
Other debtors

Prepayments and accrued income
Taxation

Creditors

Trade creditors

Amounts owed to group
undertakings

Other creditors

Taxation

Accruals and deferred income
Loans (see note 14)
Obligations under leases (see
note 13)

NOTES TO THE ACCOUNTS

p

2010 2009

$000 3000

39.303 27,881

33,058 20,834

72,361 48 715

The ditference between the carrying value of stochs and their replacement cost 1s not material

2010 2010 2009 2009

Within After Within Alter

| year 1 year | year | year

$000 $000 3000 5000

146.209 - 16,395 -

505,490 - 648,550 -

- . 151 -

739 687 97.673 492.210 -

99,453 - 94.251 -

119,032 - - -

1,609,871 97.673 1,281,557 -
2010 2010 2009 2009
Within After Within After
| year | year | year I year
$000 $000 $000 $000
(131,459) - (415,546) -
(1,892,307) - (1.062,986) -
(583.239) - (406.350) -
(33,919) - {41,070) -
(501,147) (10,333) (507.982) (8,533)
(121,138) (955.139) - -
(41.323) (39.624) (39,008) (80.,954)
(3,304,552) (1.005.096) (2,472,942) (89.487)
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BP EXPLORATION (ANGOLA) LIMITED 7

NOTES TO THE ACCOUNTS

Loans

Loans repayable, included within creditors. are analysed as follows

2010 2010 2009 2009

Within After Within After

5 years 5 years 5 years 5 years

$000 $000 $000 $000

Wholly repayable {1,076,297) - - -
Not wholly repayable

(1,076,297) - - -

On 30 July 2010, BP Exploration (Angola) Limited, BP Exploration Beta Limited and BP Angola
(Block 18) BV entered into a $2 3bn term loan facility agreement securitised against forecast future
net cash flows from Blocks 15, 17 and 18 The facility was drawn down  full Under the agreement
the companies have jomt and several liabihty to the lenders The loan 1s structured so that the loan
repayments have a lower prionty than Angolan taxes and expenditure

Obligations under leases

Amounts due under finance leases are as follows

2010 2009

Amounts payable $000 $000
Withimn 1 year 44,701 44,708
Between 2 to 5 years JLOI19 71.281
Thereafter 15,770 20.209
91,490 136,198

Less finance charges (10,543) {16.236)
Net obligations 80,947 119,962

Annual commitments under non-cancellable operating leases are set out below

2010 2009
Other Other
$000 $000
Opelating leases which expire
Within | year 225 5,013
Between 2 to 5 years 29323 8,451

Thereatter 116,364 128.072
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BP EXPLORATION (ANGOLA) LIMITED

NOTES TO THE ACCOUNTS
Other provisions
Decom-

missioning Other Total
$600 £000 $000
At | January 2010 426,862 51,327 478,189
New or (ncreased provisions 31763 10.304 42.067
Unwindtng of discount 8,626 - 8.626
Change in discount rate 8,854 - 8,854
Utthsation {(11,708) - (11,708)
At 31 December 2010 464,397 61.631 526,028

The company makes full provision for the future cost of decommissioning ol and natural gas
production facilities and related pipelines on a discounted basis on the installation of those facilities
At 31 December 2010, the provision tor the costs of decommissioning these production facihities and
pipelines at the end of their economic lives was $464,397,000 (2009 $426,862,000) The provision
has been estumated using exusting technology, at current prices and discounted using a real discount
rate of 1 50% (2009 1 75%) These costs are expected to be incurred over the next 22 years While
the provision 1s based on the best estimate of future costs and the economic hves of the facihiies and
pipelines, there 1s uncertamty regarding both the amount and timing of mcurrmgthese costs

The other provision balance relates to Angola Withholdmg taxes

Called up share capital

2010 2009
5000 $000
Allotted, called up and fully paid
1,705,555,250 Ordmnary shares of £1 each for a total nomunal value 2,868,635 2,868,635
of £1,705,555,250
2.868,635 2.868,635
Capital and reserves
Equity Profit and
share loss
capital account Total
$000 $000 $000
At 1 January 2010 as previously 2,868,635 1,796 082 4,664,717
reported
Profit for the year - 1,033,313 1.033.313
Dividends — current year interim - (1,400,000) (1,400,000)
paid
At 31 December 2010 2,868,635 1.429,395 4,298.030

In 2010 the company has paid iterim ordinary dividends for $1,400,000,000 The dividend per share
was 30 82 (2009 dividend per share $0 32)
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BP EXPLORATION (ANGOLA) LIMITED .

NOTES TQ THE ACCOUNTS /

Reconcihation of movements in shareholders’ funds

2010 2009

£000 3000

Profit for the year 1.033,313 1,058,873
Dividends — current year interim paid (1,400,000) (550,000)
Net (decrease) / increase in shareholders™ funds (366,687) 508,873
Shareholders’ funds at | January 4.664.717 4,155,844
Shareholders’ funds at 31 December 4,298,030 4,664,717

Capital commitments

Authonsed and contracted future capital expenditure by the company for which contracts had been
placed but not provided n the accounts at 31 December 2010 15 estimated at 32.837m (2009
$3.164 8m)

Guarantees and other financial commitments

On 30 July 2010, BP Exploration {Angola) Lunited, BP Exploration Beta Limited and BP Angola
(Bloch 18) BV entered mto a $2 5bn term loan facility agieement Under the agreement the
compantes have joint and several hability to lenders

The loan 1s structured so that the loan repayments have a lower priority than Angolan taxes and
expenditure

Retated 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 nto with group
companies There were no other related party transactions in the year

Post balance sheet event

On 17 May 2011, BP announced an agreement to sell its nterest n Kimmeridge This formed part of
an overall agreement to sell the BP Group's interest i the Wytch Farm, Wareham. Beacon and
Kimmendge fields to Perenco UK Lunited (Perenco) for up to $610 mullion m cash The price
includes $55 million contingent on Perenco’s future development of the Beacon field and on oil
prices 1 2011-2013 An immediate payment of $500 mullion, relating to the total transaction. has
been made A further $55 million will be paid on completion which 1s expected at the end of 2011
with the remaining $55m contmgent on submission of the Beacon field development plan and ol
price Completion of the sale 1s subject to partner pre-emption rights and a number of third party and
regulatory approvals

Pensions

The company does not directly employ any statf and therefore does not directly bear any pension
charge
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BP EXPLORATION (ANGOLA) LIMITED /

NOTES TO THE ACCOUNTS

Comparative figures

Certain prior year figures have been 1eclassified to conform with the 2010 presentation This had no
impact on the profit and loss for the year or net assets

Immediate and ultimate parent undertaking

The immediate parent undertaking of this company 1s BP Exploration Operating Company Limited a
company registered in England and Wales The ultimate parent undertaking of the group of
undertakings for which group accounts are drawn up, and of which the company 1s a member, 15 BP
plc.a company registered in England and Wales Copies of BP plc¢'s accounts can be obtained
from 1 St James’s Square, London, SW1Y 4PD




