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CERTAIN DEFINITIONS

Unless the context indicates otherwise, the following terms have the meanings shown below:

Oil and natural gas reserves

Proved oil and gas reserves Proved reserves are defined by the SEC in Rule 4-10(a) of Regulation S-X, paragraphs (2), (2i), (2ii) and (2iii).
Proved oil and gas reserves are the estimated quantities of crude oil, natural gas, and natural gas liquids which geological and engineering data
demonstrate with reasonable certainty to be recoverable in future years from known reservoirs under existing economic and operating
conditions, i.e., prices and costs as of the date the estimate is made. Prices include consideration of changes in existing prices provided only by
contractual arrangements, but not on escalations based upon future conditions.

(1) Reservoirs are considered proved if economic producibility is supported by either actual production or conclusive formation test. The area
of a reservoir considered proved includes: (A) that portion delineated by drilling and defined by gas-oil and/or oil-water contacts, if any;
and (B) the immediately adjoining portions not yet drilled, but which can be reasonably judged as economically productive on the basis of
available geological and engineering data. In the absence of information on fluid contacts, the lowest known structural occurrence of
hydrocarbons controls the lower proved limit of the reservoir.

(i) Reserves which can be produced economically through application of improved recovery techniques (such as fluid injection) are included
inthe proved classification when successful testing by a pilot project, or the operation of an installed programme in the reservoir, provides
support for the engineering analysis on which the project or program was based.

(iii) Estimates of proved reserves do not include the following:
(a) oil that may become available from known reservoirs but is classified separately as indicated additional reserves ;

bl

(b) crude oil, natural gas, and natural gas liquids, the recovery of which is subject to reasonable doubt because of uncertainty as to
geology, reservoir characteristics, or economic factors;

(c) crude oil, natural gas, and natural gas liquids, that may occur in undrilled prospects; and

(d) crude oil, natural gas, and natural gas liquids, that may be recovered from oil shales, coal, gilsonite and other such sources.

Proved developed reserves ~ Proved reserves that can be expected to be recovered through existing wells with existing equipment and operating
methods. Additional oil and natural gas expected to be obtained through the application of fluid injection or other improved recovery techniques
for supplementing the natural forces and mechanisms of primary recovery are included as proved developed reserves only after testing by a pilot
project or after the operation of an installed programme has confirmed through production response that increased recovery will be achieved.
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Proved undeveloped reserves ~ Proved reserves that are expected to be recovered from new wells on undrilled acreage, or from existing wells
where a relatively major expenditure is required for recompletion. Reserves on undrilled acreage are limited to those drilling units offsetting
productive units that are reasonably certain of production when drilled. Proved reserves for other undrilled units are claimed only where it can be
demonstrated with certainty that there is continuity of production from the existing productive formation. Under no circumstances are estimates
of proved undeveloped reserves attributable to acreage for which an application of fluid injection or other improved recovery technique is
contemplated, unless such techniques have been proved effective by actual tests in the area and in the same reservoir.
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Miscellaneous terms

ADR  American Depositary Receipt.

ADS  American Depositary Share.

Amoco  The former Amoco Corporation and its subsidiaries.

Atlantic Richfield  Atlantic Richfield Company and its subsidiaries.

Associated undertaking ~ An undertaking in which the BP Group has a participating interest and over whose operating and financial policy the BP
Group exercises a significant influence (presumed to be the case where 20% or more of the voting rights are held) and which is not a subsidiary
undertaking.

Barrel 42 US gallons.

BP , BP Group orthe Group  BP p.lc. and its subsidiaries.

Burmah Castrol ~ Burmah Castrol plc and its subsidiaries.

Cent or c One hundredth of the US dollar.

The Company BPp.l.c.

Liquids  Crude oil, condensate and natural gas liquids.

Dollar or $  The US dollar.
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FSA  Financial Services Authority.

Gas Natural Gas.

Hydrocarbons  Crude oil and natural gas.

Joint venture  an entity in which the Group has a long-term interest and shares control with one or more co-venturers.

LNG  Liquefied Natural Gas.

London Stock Exchange or LSE  London Stock Exchange Limited.

LPG  Liquefied Petroleum Gas.

MTBE  Methyl Tertiary Butyl Ether.

NGL  Natural Gas Liquid.

Noon Buying Rate ~ The noon buying rate in New York City for cable transfers in pounds as certified for customs purposes by the Federal
Reserve Bank of New York.

OECD Organization for Economic Cooperation and Development.

OPEC  The Organization of Petroleum Exporting Countries.

Ordinary Shares ~ Ordinary fully paid shares in BP p.l.c. of 25c each.
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Pence or p  One hundredth of a pound.

Pound , sterling or £  The pound sterling.

Preference Shares ~ Cumulative First Preference Shares and Cumulative Second Preference Shares in BP p.l.c. of £1 each.

Subsidiary undertaking ~ An undertaking in which the BP Group holds a majority of the voting rights.

Tonne  2,204.6 pounds.

UK  United Kingdom of Great Britain and Northern Ireland.

UK GAAP  Generally Accepted Accounting Practice in the UK.

Undertaking A body corporate, partnership or an unincorporated association, carrying on a trade or business.

US or USA United States of America.

US GAAP  Generally Accepted Accounting Principles in the USA.
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PART I

ITEM 1 IDENTITY OF DIRECTORS, SENIOR MANAGEMENT AND ADVISORS

Not applicable.

ITEM 2 OFFER STATISTICS AND EXPECTED TIMETABLE

Not applicable.

ITEM3 KEY INFORMATION

SELECTED FINANCIAL INFORMATION

Summary

This information has been extracted or derived from the audited financial statements of the BP Group presented elsewhere herein or otherwise

included with BP p.l.c. s Annual Reports on Form 20-F for the relevant years which have been filed with the Securities and Exchange

Commission, as reclassified to conform with the accounting presentation adopted in this annual report.

UK GAAP

Income statement data
Turnover

Less: joint ventures

Group turnover

Profit for the year

Per ordinary share: (cents)
Profit for the year:

Basic

Table of Contents

Years ended December 31,

2003 2002 2001 2000 1999

($ million except per share amounts)
236,045 180,186 175,389 161,826 101,180
3,474 1,465 1,171 13,764 17,614
232,571 178,721 174,218 148,062 83,566
10,267 6,845 6,556 10,120 4,566
46.30 30.55 29.21 46.77 23.55

10



Edgar Filing: BP PLC - Form 20-F

Diluted 45.87 30.41 29.04 46.46 23.42

Dividends per share (cents) 26.00 24.00 22.00 20.50 20.00

Dividends per share (pence) 15.517 15.638 15.436 13.791 12.339

Ordinary share data (a)

Average number outstanding of 25 cents ordinary shares (shares million

undiluted) 22,171 22,397 22,436 21,638 19,386

Average number outstanding of 25 cents ordinary shares (shares million

diluted) 22,429 22,504 22,574 21,783 19,497

Balance sheet data

Total assets 177,572 159,125 141,970 144,862 89,481

Net assets 77,063 70,047 65,759 66,152 38,092

Share capital 5,552 5,616 5,629 5,653 4,892

BP shareholders interest 75,938 69,409 65,161 65,584 37,031

Finance debt due after more than one year 12,869 11,922 12,327 14,772 9,644

Debt to borrowed and invested capital (b) 14% 15% 16% 18% 20%
7
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US GAAP

Income statement data
Revenues

Profit for the year
Comprehensive income

Profit per ordinary share: (cents)
Basic

Diluted

Profit per American Depositary Share: (cents)
Basic

Diluted

Balance sheet data

Total assets

Net assets

BP shareholders interest

Years ended December 31,

2003 2002 2001 2000 1999
($ million except per share amounts)

232,571 178,721 174,218 148,062 83,566
13,143 8,397 4,164 10,183 4,596
20,088 10,544 2,649 7,730 3,674

59.27 37.48 18.55 47.05 23.70
58.70 37.30 18.44 46.74 23.56
355.62 224.88 111.30 282.30 142.20
352.20 223.80 110.64 280.44 141.36

186,359 164,103 145,990 151,966 90,262
80,889 67,759 62,920 66,122 38,899
79,764 67,121 62,322 65,554 37,838

(a) The number of ordinary shares shown have been used to calculate per share amounts for both UK and US GAAP.

(b) Finance debt due after more than one year, as a percentage of such debt plus BP and minority shareholders

Table of Contents
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Dividends

BP has paid dividends on its ordinary shares in each year since 1917. In 2000 and thereafter, dividends were, and are expected to continue to be,
paid quarterly in March, June, September and December. Until their shares have been exchanged for BP ADSs, Amoco and Atlantic Richfield
shareholders do not have the right to receive dividends.

BP currently announces dividends for ordinary shares in US dollars and states an equivalent pounds sterling dividend. Dividends on BP ordinary
shares will be paid in pounds sterling and on BP ADSs in US dollars. The rate of exchange used to determine the sterling amount equivalent is
the average of the forward exchange rate in London over the five business days prior to the announcement date. The directors may choose to
declare dividends in any currency provided that a sterling equivalent is announced, but it is not the Company s intention to change its current
policy of announcing dividends on ordinary shares in US dollars.

The following table shows dividends announced by the Company per ADS for each of the past five years, together with the refund but before
deduction of withholding taxes as described in Item 10 Additional Information Taxation on page 166. Refund means an amount equal to the tax
credit available to individual shareholders resident in the UK in respect of such dividend, less a withholding tax equal to 15% (but limited to the
amount of the tax credit) of the aggregate of such tax credit and such dividend.

For dividends paid after April 30, 2004, there will be no refund available to shareholders resident in the US. Refer to Item 10  Additional
Information Taxation for more information.

Quarterly

First Second Third Fourth Total

Dividends per American Depositary Share (a)

1999 UK pence 20.5 20.8 20.2 20.8 82.3
US cents 333 333 333 334 133.3
Can. cents 48.7 50.1 48.6 48.5 195.9
2000 UK pence 21.5 22.3 24.0 24.1 91.9
US cents 333 333 35.0 35.0 136.6
Can. cents 49.7 49.8 53.6 532  206.3
2001 UK pence 24.4 26.1 254 27.0 102.9
US cents 35.0 36.7 36.7 38.3 146.7
Can. cents 53.7 56.0 58.5 61.0 2292
2002 UK pence 27.0 25.8 26.0 254 104.2
US cents 383 40.0 40.0 41.7 160.0
Can. cents 60.1 63.0 62.3 63.8 2492
2003 UK pence 26.3 26.9 25.7 24.5 103.4
US cents 41.7 433 433 45.0 173.3
Can. cents 60.3 60.0 56.8 59.7  236.8

(a)  With effect from October 4, 1999 BP split (or subdivided) its ordinary share capital. As a result, the number of BP ordinary shares held at
the close of business on Friday October 1, 1999, doubled, and holders of ADSs received a two-for-one stock split.

Table of Contents 13
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A dividend reinvestment plan was introduced with effect from the fourth quarterly 1998 dividend, whereby holders of BP ordinary shares can
elect to reinvest the net cash dividend in shares purchased on the London Stock Exchange. This plan is not available to any person resident in the

USA or Canada, or in any jurisdiction outside the UK where such an offer requires compliance by the Company with any governmental or
regulatory procedures or any similar formalities.

A dividend reinvestment plan is, however, available for holders of ADSs through JPMorgan Chase Bank.

Future dividends will be dependent upon future earnings, the financial condition of the Group, the Risk Factors set out below, and other matters
which may affect the business of the Group set out in Item 5  Operating and Financial Review and Prospects on page 78.
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RISK FACTORS

We urge you to carefully consider the risks described below. If any of these risks actually occur, our business, financial condition and results of
operations could suffer, and the trading price and liquidity of our securities could decline, in which case you may lose all or part of your
investment.

External Risks

There are a number of risks that arise as a result of the business climate, which are not directly controllable.

Competition Risk: The oil, gas and petrochemicals industries are highly competitive. There is strong competition, both within the oil and gas
industry and with other industries, in supplying the fuel needs of commerce, industry and the home. Competition puts pressure on product prices,
affects oil products marketing and requires continuous management focus on reducing unit costs and improving efficiency.

Price Risk: Oil prices are subject to international supply and demand. Political developments (especially in the Middle East) and the outcome of
meetings of OPEC can particularly affect world supply and oil prices. In addition to the adverse effect on revenues, margins and profitability
from any future fall in oil and natural gas prices, a prolonged period of low prices or other indicators would lead to a review for impairment of
the BP Group s oil and natural gas properties. This review would reflect management s view of long-term oil and natural gas prices. Such a
review could result in a charge for impairment which could have a significant effect on the BP Group s results of operations in the period in
which it occurs.

Regulatory Risks: The oil industry is subject to regulation and intervention by governments throughout the world in such matters as the award of
exploration and production interests, the imposition of specific drilling obligations, environmental protection controls, controls over the
development and decommissioning of a field (including restrictions on production) and, possibly, nationalization, expropriation or cancellation
of contract rights. The oil industry is also subject to the payment of royalties and taxation, which tend to be high compared with those payable in
respect of other commercial activities. As a result of new laws and regulations or other factors, we could be required to curtail or cease certain
operations, causing our production to decrease, or we could incur additional costs.

Developing Country Risk: We have operations in developing countries where political, economic and social transition is taking place. Some
countries have experienced political instability, expropriation or nationalization of property, civil strife, strikes, acts of war and insurrections.
Any of these conditions occurring could disrupt or terminate our operations, causing our development activities to be curtailed or terminated in
these areas or our production to decline and could cause us to incur additional costs.

Currency Risk: Crude oil prices are generally set in US dollars while sales of refined products may be in a variety of currencies. Fluctuation in
exchange rates can therefore give rise to foreign exchange exposures.

Table of Contents 15
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Economic Risk - Refining and Petrochemicals Market: Refining profitability can be volatile with both periodic oversupply and supply
tightness in various regional markets. Sectors of the chemicals industry are also subject to fluctuations in supply and demand within the
petrochemicals market, with consequent effect on prices and profitability.

10
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Reputational Risks

We set ourselves high standards of corporate citizenship and aspire to contribute to a better quality of life through the products and services we
provide. This may create risks to our reputation if it is perceived that our actions are not aligned to these standards and aspirations.

Social Responsibility Risk: Risk could arise if it is perceived that we are not respecting or advancing the economic and social progress of the
communities in which we operate.

Environmental Risk: We seek to conduct our activities in such a manner that there is no or minimum damage to the environment. Risk could
arise if we do not apply our resources to overcome the perceived trade-off between global access to energy and the protection or improvement of
the natural environment.

Compliance Risk: Incidents of non-compliance with applicable laws and regulation or ethical misconduct could be damaging to our reputation
and shareholder value.

Operational Risks

Inherent in our operations are hazards which require continual oversight and control. If operational risks materialized it could result in loss of
life, damage to the environment or loss of production.

Drilling and Production Risk: Exploration and production require high levels of investment and have particular economic risks and
opportunities. They are subject to natural hazards and other uncertainties, including those relating to the physical characteristics of an oil or
natural gas field. The cost of drilling, completing or operating wells is often uncertain. We may be required to curtail, delay or cancel drilling
operations because of a variety of factors including unexpected drilling conditions, pressure or irregularities in geological formations, equipment
failures or accidents, adverse weather conditions and compliance with governmental requirements.

Technical Integrity Risk: There is a risk of loss of containment of hydrocarbons and other hazardous material at operating sites, pipelines or
during transportation by road, rail or sea.

Security Risk: Acts of terrorism that threaten our plants and offices, pipelines, transportation or computer systems would severely disrupt
business and operations.

11
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FORWARD-LOOKING STATEMENTS

In order to utilize the Safe Harbor provisions of the United States Private Securities Litigation Reform Act of 1995, BP is providing the

following cautionary statement. This document contains certain forward-looking statements with respect to the financial condition, results of
operations and businesses of BP and certain of the plans and objectives of BP with respect to these items. These statements may generally, but

not always, be identified by the use of words such as will , expects , isexpectedto , should , may , islikelyto , intends , believes , plan
similar expressions. In particular, among other statements, (i) certain statements in Item 4  Information on the Company and Item 5 Operating
and Financial Review and Prospects with regard to management aims and objectives, future capital expenditure, future hydrocarbon production
volume, date or period(s) in which production is scheduled or expected to come on stream or a project or action is scheduled or expected to be
completed, capacity of planned plants or facilities and impact of health, safety and environmental regulations; (ii) the statements in Item 4
Information on the Company with regard to planned expansion, investment or other projects and future regulatory actions; and (iii) the

statements in Item 5 Operating and Financial Review and Prospects, including under Liquidity and Capital Resources with regard to future cash
flows, future levels of capital expenditure and divestments, working capital, expected payments under contractual and commercial

commitments; under Outlook with regard to global and certain regional economies, oil and gas prices and realizations, expectations for supply
and demand, refining and marketing margins, petrochemical margins and sales; and under Prospects with regard to the plans and prospects of the
Group, forward-looking rules of thumb, changes to BP s financial reporting due to the adoption of FRS 17, operating capital employed/capital in
service, cash returns, underlying cash flows, finding and development costs, BP s intentions with respect to shareholder distributions and share
buybacks, gearing, opportunities for material acquisitions and costs for providing pension and other postretirement benefits are all

forward-looking in nature.

By their nature, forward-looking statements involve risk and uncertainty because they relate to events and depend on circumstances that will or
may occur in the future and are outside the control of BP. Actual results may differ materially from those expressed in such statements,
depending on a variety of factors, including the specific factors identified in the discussions accompanying such forward-looking statements; the
timing of bringing new fields on stream; future levels of industry product supply, demand and pricing; operational problems; general economic
conditions; political stability and economic growth in relevant areas of the world; changes in laws and governmental regulations; exchange rate
fluctuations; development and use of new technology; successful partnering; the actions of competitors; natural disasters and adverse weather
conditions; changes in public expectations and other changes to business conditions; wars and acts of terrorism or sabotage; and other factors
discussed elsewhere in this report including under Risk Factors above. In addition to factors set forth elsewhere in this report, the factors set
forth above are important factors, although not exhaustive, that may cause actual results and developments to differ materially from those
expressed or implied by these forward-looking statements.

STATEMENTS REGARDING COMPETITIVE POSITION

Statements made in Item 4  Information on the Company, referring to BP s competitive position are based on the Company s belief, and in some
cases rely on a range of sources, including investment analysts reports, independent market studies and BP s internal assessments of market share
based on publicly available information about the financial results and performance of market participants.

SPECIAL NOTICE

The Company has received comments from the Staff of the SEC relating to our Annual Report on Form 20-F for the year ended
December 31, 2002, and as of the date of filing this 2003 Form 20-F, the SEC review process is still ongoing.
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ITEM4 INFORMATION ON THE COMPANY

GENERAL

Unless otherwise indicated, information in this Item reflects 100% of the assets and operations of the Company and its subsidiaries which were
consolidated at the date or for the periods indicated, including minority interests. Also, unless otherwise indicated, figures for business turnover
include sales between BP businesses.

BP was created on December 31, 1998 by the merger of Amoco Corporation, incorporated in Indiana, USA, in 1889, and The British Petroleum
Company p.l.c., registered in 1909 in England and Wales. The resulting company, BP p.l.c. is a public limited company, registered in England
and Wales.

BP is one of the world s leading oil companies on the basis of market capitalization and proved reserves. Our worldwide headquarters is located
in London, UK. Our registered address is:

BPp.lc.
1 St James s Square
London SW1Y 4PD

United Kingdom

Tel: +44 (0)20 7496 4000

Internet address: www.bp.com

Our agent in the USA is:

BP America Inc.

4101 Winfield Road

Warrenville, Illinois 60555
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Tel: +1 630 821 2222

Overview of the Group

Our operating business segments are Exploration and Production; Gas, Power and Renewables; Refining and Marketing; and Petrochemicals.
Exploration and Production s activities include oil and natural gas exploration and field development and production (upstream activities),
together with pipeline transportation and natural gas processing (midstream activities). Gas, Power and Renewables activities include marketing
and trading of natural gas, NGL, new market development and LNG, and solar and renewables. The activities of Refining and Marketing include
oil supply and trading as well as refining and marketing (downstream activities). Petrochemicals activities include manufacturing, marketing and
distribution. The Group provides high quality technological support for all its businesses through its research and engineering activities.

These segments fall into two groupings: the Resources Business comprising Exploration and Production; and Customer Facing Businesses
comprising Refining and Marketing, Petrochemicals and Gas, Power and Renewables.

The Group s operating business segments are managed on a global basis and not on a regional basis. Geographical information for the Group and
segments is given to provide additional information for investors, but does not reflect the way BP manages its activities. Information by
geographical area is provided for production and reserves in response to the requirements of Appendix A to Item 4D of Form 20-F.

13
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We have well established operations in Europe, the USA, Canada, South America, Australasia and parts of Africa. Currently, more than 70% of
the Group s capital is invested in Organization for Economic Cooperation and Development (OECD) countries with just under 40% of our fixed
assets located in the USA, and just under 30% located in the UK and the Rest of Europe.

We believe that BP has a strong portfolio of assets in each of its four main segments:

In Exploration and Production we have upstream interests in 25 countries. In addition to our drive to maximize the value of our
existing portfolio we are creating new profit centres. Exploration and Production activities are managed through operating units which
are accountable for the day-to-day management of the segment s activities. An operating unit is accountable for one or more fields.
Profit centres comprise one or more operating units. Profit centres are, or are expected to become, areas that provide significant
production and income for the segment. Our new profit centres are in the Deepwater Gulf of Mexico, Trinidad, Angola, Algeria,
Azerbaijan, Russia and Asia Pacific, where we believe we have competitive advantage and which we believe provide the foundation
for volume growth and improved margins in the future. We also have significant midstream activities to support our upstream
interests.

In Gas, Power and Renewables, we have growing marketing and trading businesses in North America (USA and Canada), the UK and
the rest of Europe. Our marketing and trading activities include natural gas, LNG, NGL and power. Our international natural gas
monetization activities, which are our efforts to identify and capture worldwide opportunities to sell our upstream natural gas
resources, are focused on growing natural gas markets including the USA, Canada, Spain and many of the emerging markets of the
Asia Pacific region, notably China. We are involved in power projects in the USA, UK, Spain and South Korea.

In Refining and Marketing we have a strong presence in the USA. We market under the Amoco and BP brands in the Midwest, East,
and Southeast, and under the ARCO brand on the West Coast. In Europe we have a strong retail position and increased our presence in
2002 by acquiring Veba Oil (Veba). The Veba transaction expanded our refining position in Germany and our marketing position in
Germany and Central Europe. Veba markets gasoline under the Aral brand, which is now our principal retail brand in Germany and in
the Czech Republic. We have established or are growing businesses elsewhere in the world under the BP brand.

In Petrochemicals, we are the world s third largest petrochemical company, based on production capacity, with strong manufacturing
and marketing bases in the USA and Europe. We are growing in the Asia Pacific region, where we already have interests in a number
of production facilities. Our strategy is focused on seven core products, with the aim of providing world-class performance in all
aspects of our activities. We are now managing our portfolio in two distinct parts ~Aromatics and Acetyls (A&A), comprising PTA,
PX and acetic acid, and Olefins and Derivatives (O&D) comprising ethylene and related co-products, polypropylene, HDPE and
acrylonitrile. On April 27, 2004 we announced our intention to set up a separate corporate entity for the O&D businesses. It is our
intention to make a public offering of this new entity at an appropriate time. Based on the estimated lead time required for such a
transaction, and depending on market circumstances, we are aiming to make such an offering in the second half of 2005. We intend to
retain and grow the A&A businesses, which will be transferred to the Refining and Marketing segment on January 1, 2005.

Acquisitions and Disposals

There were no significant acquisitions in 2001. Disposals in 2001 comprised a number of small transactions, with total proceeds of $2,903
million.

14
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With effect from February 1, 2002, BP acquired a majority stake in Veba from E.ON. Veba owns Aral, Germany s biggest fuels retailer. BP paid
E.ON $1.6 billion in cash and assumed some $1.0 billion of debt in return for 51% and operational control of Veba. Under the terms of the
agreement, E.ON had the option to require BP to buy the remaining 49% of Veba.

On June 30, 2002, BP purchased the remaining 49% of Veba from E.ON for $2.4 billion. Separately, E.ON acquired BP s wholly-owned
subsidiary Gelsenberg, which held a 25.5% stake in Germany s largest natural gas distributor, Ruhrgas, for $2.3 billion.

As a condition of regulatory approval of the deal, BP was required to dispose of 4% of the combined 26.5% retail market share of BP and Aral
in Germany, 45% of its stake in the Bayernoil refinery, two of its three shareholdings in the ARG ethylene pipeline, and to make it possible for a
new entrant to supply aviation fuel on competitive terms at Frankfurt airport. During 2003, BP fully complied with the conditions imposed.

Separately, BP and E.ON sold the bulk of Veba s oil and natural gas exploration and production business to Petro-Canada for $1.6 billion in the
second quarter of 2002.

In addition to the sale of Veba s exploration and production business, 2002 disposal proceeds of $6,782 million included $2,338 million from the
sale of our investment in Ruhrgas, with the balance of the proceeds coming from a number of other transactions.

In August 2003, BP and Alfa Group and Access-Renova (AAR) completed a transaction first announced in February 2003 to create the third
largest oil company operating in Russia based on production volume. The company, TNK-BP, is a 50:50 joint venture between BP and AAR,
and operates in Russia and the Ukraine. BP s share of the result of the TNK-BP joint venture has been included within the Exploration and
Production segment from August 29, 2003.

AAR contributed its holdings in TNK and Sidanco, its share of Rusia Petroleum, its stake in the Rospan gasfield in West Siberia and its interest

in the Sakhalin IV and V exploration licence to the joint venture. BP contributed its holding in Sidanco, its stake in Rusia Petroleum and its

holding in the BP Moscow retail network. Neither AAR s association with Slavneft, nor BP s interest in LukArco or the Russian elements of BP s
international businesses such as lubricants, marine and aviation were included in this transaction.

In addition, BP paid AAR $2.6 billion in cash upon completion of the transaction, which was subsequently reduced by receipt of pre-acquisition
dividends net of transaction costs of $0.3 billion, and subject to the terms of its agreement with AAR, will pay three annual tranches of $1.25
billion in BP shares, valued at market prices prior to each annual payment. BP s net investment in TNK-BP following this transaction was $6.7
billion.

In January 2004, BP and AAR completed a subsequent transaction to include AAR s 50% stake in Slavneft within TNK-BP, at which time BP
paid $1.35 billion to AAR. Slavneft was previously held equally by AAR and Sibneft. TNK-BP and Sibneft will continue to work together to
finalize an agreement to split the main assets of Slavneft between the two companies.
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Disposal proceeds in 2003 amounted to $6,432 million, and resulted primarily from the sale of various upstream interests and completion of
divestments required as a condition of approval of the Veba acquisition.

On January 13, 2004, BP sold its 2% stake in PetroChina Company Limited (PetroChina) for $1.65 billion. On February 10, 2004 we sold our
2.1% stake in Sinopec for $0.7 billion.

15
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Financial and Operating Information

The following table summarizes the Group s turnover, profit and capital expenditure for the last five years and total assets at the end of each of
those years.

Years ended December 31,

2003 2002 2001 2000 1999
($ million)

Turnover 236,045 180,186 175,389 161,826 101,180
Less: joint ventures 3,474 1,465 1,171 13,764 17,614
Group turnover (sales to third parties) 232,571 178,721 174,218 148,062 83,566
Total operating profit (a) 16,429 11,375 14,127 18,407 10,622
Profit for the year* 10,267 6,845 6,556 10,120 4,566
Capital expenditure and acquisitions 20,075 (b) 19,111 (b) 14,124 47,613 (b) 7,345 (¢)

Total assets 177,572 159,125 141,970 144,862 89,481

*  After minority shareholders interest

(a) Operating profit is a UK GAAP measure of trading performance. It excludes profits and losses on the sale of fixed assets and businesses or
termination of operations and fundamental restructuring costs, interest expense and taxation.

(b) Capital expenditure and acquisitions for 2003 includes $5,794 million for the acquisition of our interest in TNK-BP, for 2002 includes
$5,038 million for the acquisition of Veba, for 2000 includes $27,506 million for the acquisition of Atlantic Richfield and $8,936 million
for other significant one-off cash investments.

(c) Capital expenditure and acquisitions in 1999 reflected reduced investment following the merger of BP and Amoco.

With the exception of the Atlantic Richfield acquisition, which was a share transaction, all capital expenditure and acquisitions during the last
five years have been financed from cash flow from operations, disposal proceeds and external financing.

Information for 2003, 2002 and 2001 concerning the profits and assets attributable to the businesses and to the geographical areas in which the
Group operates is set forth in Item 18  Financial Statements Note 47 on page F-87.

16
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The following table shows our production for the last five years and the estimated proved oil and natural gas reserves at the end of each of those

years.
Years ended December 31,
2003 2002 2001 2000 1999

Total crude oil production (thousand barrels per day) (a) 2,121 2,018 1,931 1,928 2,061

Total natural gas production (million cubic feet per day) (a) 8,613 8,707 8,632 7,609 6,067

Estimated net proved crude oil reserves (million barrels) (b) 7,214 7,762 7,217 6,508 6,535

Estimated net proved natural gas reserves (billion cubic

feet) (b) 45,155 45,844 42,959 41,100 33,802

Total estimated net proved crude oil reserves (million

barrels) (c) 10,081 9,165 8,376 7,643 7,572

Total estimated net proved natural gas reserves (billion cubic feet) (d) 48,024 48,789 46,175 43,918 35,526

(a) Includes BP s share of equity-accounted entities.

(b) Net proved reserves of crude oil and natural gas exclude production royalties due to others, whether royalty is payable in cash or in kind,
and reserves of equity-accounted entities.

(¢) Including reserves of equity-accounted entities. Includes 152 million barrels (17 million barrels at December 31, 2002 and 20 million
barrels at December 31, 2001) in respect of the 30% minority interest in BP Trinidad and Tobago LLC and the 5.4% minority interest held
in subsidiaries of TNK-BP.

(d) Including reserves of equity-accounted entities. Includes 4,505 billion cubic feet of natural gas (1,185 billion cubic feet at December 31,

2002 and 1,258 billion cubic feet at December 31, 2001) in respect of the 30% minority interest in Trinidad and Tobago LLC and the 5.4%

minority interest held in subsidiaries of TNK-BP.

During 2003, 1,289 million barrels of oil and natural gas, on an oil equivalent* basis (mmboe), were added to BP s proved reserves (excluding
purchases, sales and equity-accounted entities), more than replacing the volume produced. After allowing for production, which amounted to
1,085 mmboe, BP s proved reserves, excluding equity-accounted entities, increased to 14,999 mmboe. These proved reserves are mainly located
in the USA (40%), Rest of Americas (23%) and the UK (11%).

* Natural gas is converted to oil equivalent at 5.8 billion cubic feet (bcf) = 1 million barrels.

17
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SEGMENTAL INFORMATION

The following tables show turnover and profit before interest and tax by business and by geographical area for the years ended December 31,

2003, 2002 and 2001.

Turnover (a)

By business

Exploration and Production
Gas, Power and
Renewables

Refining and Marketing
Petrochemicals

Other businesses and
corporate

Group turnover

Share of joint venture sales

By geographical area
UK (b)

Rest of Europe

USA

Rest of World

Share of joint venture sales
UK
Rest of Europe

Table of Contents

Years ended December 31,

2003 2002 2001
Sales
Sales Sales Sales Sales to
to Sales to
Total between Total between between third
third third Total
sales  businesses parties sales  businesses parties sales  businesses parties
($ million) ($ million) ($ million)
31,341 23,279 8,062 25,753 18,556 7,197 28,229 19,660 8,569
65,445 1,963 63,482 37,357 1,320 36,037 39,442 2,954 36,488
149,477 4,448 145,029 125,836 3,366 122,470 120,233 2,903 117,330
16,075 592 15,483 13,064 557 12,507 11,515 233 11,282
515 515 510 510 549 549
262,853 30,282 232,571 202,520 23,799 178,721 199,968 25,750 174,218
3,474 1,465 1,171
236,045 180,186 175,389
Sales Sales Sales Sales Sales Sales
Total between to third Total between to third Total between to third
sales areas parties sales areas parties sales areas parties
($ million) ($ million) ($ million)
54,971 15,275 39,696 48,748 14,673 34,075 47,618 13,467 34,151
50,582 8,672 41,910 46,518 7,980 38,538 36,701 7,603 29,098
108,910 2,169 106,741 80,381 2,099 78,282 84,696 939 83,757
52,498 8,274 44,224 34,401 6,575 27,826 33,911 6,699 27,212
266,961 34,390 232,571 210,048 31,327 178,721 202,926 28,708 174,218
144 129 13
290 298 30
27
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Rest of World 2,863
3,474

236
802

1,465

318
810

1,171

(a) Turnover to third parties is stated by origin, which is not materially different from turnover by destination. Transfers between Group

companies are made at market prices, taking into account the volumes involved.

(b) UK area includes the UK-based international activities of Refining and Marketing.
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Profit
before
Group Total interest
operating Joint Associated operating Exceptional
profit (a) ventures undertakings profit (a) items (b) and tax
Analysis of profit
($ million)
Year ended December 31, 2003
By business
Exploration and Production 12,754 914 272 13,940 913 14,853
Gas, Power & Renewables 481 3) 478 6) 472
Refining and Marketing 2,128 29 135 2,292 (213) 2,079
Petrochemicals 550 (19) 92 623 38 661
Other businesses and corporate 922) 18 (904) 99 (805)
14,991 924 514 16,429 831 17,260
By geographical area
UK (¢) 2,590 (19) 14 2,585 717 3,302
Rest of Europe 1,966 12 1,978 (151) 1,827
USA 5,485 27 79 5,591 (347) 5,244
Rest of World 4,950 916 409 6,275 612 6,887
14,991 924 514 16,429 831 17,260
Year ended December 31, 2002
By business
Exploration and Production 8,598 343 268 9,209 (726) 8,483
Gas, Power & Renewables 298 107 405 1,551 1,956
Refining and Marketing 1,717 24 180 1,921 613 2,534
Petrochemicals 551 (20) 10 541 (256) 285
Other businesses and corporate (753) 52 (701) (14) (715)
10,411 347 617 11,375 1,168 12,543
By geographical area
UK (¢) 1,788 (14) 10 1,784 (88) 1,696
Rest of Europe 1,856 2) 132 1,986 1,817 3,803
USA 3,305 17 136 3,458 (242) 3,216
Rest of World 3,462 346 339 4,147 (319) 3,828
10,411 347 617 11,375 1,168 12,543
Year ended December 31, 2001
By business
Exploration and Production 11,796 373 186 12,355 195 12,550
Gas, Power & Renewables 223 184 407 407
Refining and Marketing 1,712 83 195 1,990 471 2,461
Petrochemicals 201) (17) 116 (102) 297) (399)
Other businesses and corporate (598) 75 (523) 166 (357)
12,932 439 756 14,127 535 14,662
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By geographical area

UK (¢) 2,435 (5) 13 2,443 (319) 2,124
Rest of Europe 1,138 ) 236 1,370 33 1,403
USA 5,619 77 186 5,882 289 6,171
Rest of World 3,740 371 321 4,432 532 4,964

12,932 439 756 14,127 535 14,662

(a) Group operating profit and total operating profit are before interest expense, which is attributable to the corporate function. Transfers

between Group companies are made at market prices taking into account the volumes involved.

(b) Exceptional items comprise profit or loss on the sale of fixed assets and businesses or termination of operations.

(c) UK area includes the UK-based international activities of Refining and Marketing.
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EXPLORATION AND PRODUCTION

The activities of our Exploration and Production business include oil and natural gas exploration and field development and production the
upstream activities as well as the management of crude oil and natural gas pipelines, processing and export terminals and LNG processing
facilities the midstream activities. We have Exploration and Production interests in 25 countries. Areas of activity include the USA, UK,
Norway, Canada, South America, Africa, the Middle East and Asia Pacific. Production during 2003 came from 23 countries. Our most
significant midstream activities are in three major pipelines the Trans Alaska Pipeline System (TAPS, BP 46.9%); the Forties Pipeline System
(FPS, BP 100%) and the Central Area Transmission System pipeline (CATS, BP 29.5%) both in the UK sector of the North Sea; and three major
LNG plants the Atlantic LNG plant in Trinidad (BP 34% in Train 1, 42% in Trains 2 and 3, and 38% in Train 4), in Indonesia through our
interests in the Sanga-Sanga Production Sharing Agreement (PSA, BP 38%), which supplies natural gas to the Bontang LNG plant and in
Australia through our share of LNG from the North West Shelf natural gas development (BP 16.7%).

With effect from January 1, 2004, we have transferred certain of our Natural Gas Liquid processing plants to the Gas, Power and Renewables

segment in order to consolidate the management of our global NGL activity. This will have no impact on the Exploration and Production

segment s reported production. Our 2003 results have not been restated to reflect this transfer. The impact that this would have had on our 2003

segment results is shown under Transfer of Natural Gas Liquids Activities on page 112 inItem 5 Operating and Financial Review and Prospects
Group Operating Results.

Years ended December 31,

2003 2002 2001
($ million)
Turnover (a) 31,341 25,753 28,229
Total operating profit 13,940 9,209 12,355
Total assets 79,344 72,801 70,017
Capital expenditure and acquisitions 15,452 9,699 8,861
($ per barrel)

Average BP crude oil realizations (b) 28.23 24.06 23.27
Average BP NGL realizations (b) 19.26 12.85 16.27
Average BP liquids realizations (b) (c) 27.25 22.69 22.50
Average West Texas Intermediate oil price 31.06 26.14 25.89
Average Brent oil price 28.83 25.03 24.44

($ per thousand cubic feet)

Average BP natural gas realizations (b) 3.39 2.46 3.30
Average BP US natural gas realizations (b) 4.47 2.63 3.99
($ per mmbtu)

Average Henry Hub gas price (d) 5.37 322 4.26

(a) Excludes BP s share of joint venture turnover of $2,587 million in 2003, $539 million in 2002 and $666 million in 2001.

(b) The Exploration and Production business does not undertake any hedging activity. Consequently, realizations reflect the market price
achieved.
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(¢) Crude oil and natural gas liquids.

(d) Henry Hub First of Month Index.
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Our upstream activities are divided between existing profit centres that is our operations in Alaska, Egypt, Latin America (including Argentina,
Brazil, Colombia, Mexico and Venezuela), Middle East (including Abu Dhabi, Sharjah and Pakistan), North America Gas (Onshore US, the
Gulf of Mexico Shelf and Canada) and the North Sea (UK, Netherlands and Norway); and new profit centres  that is our operations in Asia
Pacific (Australia, Vietnam, Indonesia and China), Azerbaijan, Algeria, Angola, Trinidad, Deepwater Gulf of Mexico and Russia.

The Exploration and Production strategy is to:

create new profit centres by accessing areas with the potential for large oil and natural gas fields; exploring successfully and pursuing
only the best projects for development;

manage the performance of producing assets by investing only in the best available opportunities and optimizing operating efficiency;
and

sell assets that are no longer strategic to us and have greater value to others.

This strategy is underpinned by a focus on investing in a portfolio of large, lower-cost oil and natural gas fields chosen for their potentially
strong return on capital employed. We seek to manage those assets safely with maximum capital and operating efficiency. We are currently
developing new profit centres in which we have a distinctive position. These new profit centres augment the production assets in our existing
profit centres, providing greater reach, investment choice and opportunity for growth.

In support of growth, 2003 capital expenditure and acquisitions was $15.5 billion, including $5.8 billion for the purchase of our interest in
TNK-BP. 2002 capital expenditure and acquisitions at $9.7 billion was 9% higher than the 2001 level of $8.9 billion. Excluding acquisitions,
capital expenditure in 2003 was $9.7 billion compared with $9.3 billion in 2002 and $8.6 billion in 2001. Development expenditure incurred in
2003, excluding midstream activities, was $7,547 million compared with $7,235 million in 2002 and $6,858 million in 2001. This reflects the
investment we have been making in our new profit centres and the development phase on many of our major projects. Capital expenditure
excluding acquisitions for 2004 is planned to be approximately $9 billion.

Upstream Activities

Exploration

The Group explores for oil and natural gas under a wide range of licensing, joint venture and other contractual agreements. We may do this
alone or, more frequently, with partners. BP acts as operator for many of these ventures.

Our exploration and appraisal costs in 2003 were $826 million compared to $1,108 million in 2002. About 34% of 2003 exploration and
appraisal capital was directed towards appraisal activity as we delineated the discoveries made during 2000, 2001, and 2002. In 2003, we
participated in 74 gross (32 net) exploration and appraisal wells in 19 countries. The principal areas of activity were Angola, Egypt and the USA.
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Total exploration expense in 2003 of $542 million (2002, $644 million) includes the write-off of unsuccessful drilling activity in Colombia
(Niscota - $62 million) and in Brazil (Reki - $30 million).

In 2003, we obtained upstream rights in several new tracts, which include the following:

In Egypt, BP were awarded six new blocks in the Gulf of Suez and northern Red Sea.

In the Gulf of Mexico, BP was successful in the Outer Continental Shelf Lease Sales 185 and 187 with bids on 80 blocks, of which 58
were won, for an overall success rate of 73%. BP also gained leases in Louisiana state waters where we were 100% successful in
purchasing the blocks we bid on.
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In 2003, we were involved in discoveries in Angola, Azerbaijan, Egypt and the USA. In most cases, reserve bookings from these fields will
depend on the results of ongoing technical and commercial evaluations, including appraisal drilling. Our 2003 discoveries included the
following:

In Angola, BP made further discoveries in the ultra deep water (greater than 1,500 metres) acreage with the Saturno and Marte wells in
Block 31 (BP 26.7% and operator), and in Block 18 (BP 50% and operator) with the Cesio and Chumbo discoveries. Continued

success was experienced in the established partner-operated deepwater blocks; in Block 15 (BP 26.7%) the Clochas, Kakocha and
Tchihumba discoveries, and in Block 17 (BP 16.7%) the Hortensia and Acacia discoveries.

In Egypt, BP successfully appraised the 2002 Ruby discovery with the Ruby-2 well in the West Mediterranean Deep Water
Concession (BP 80%) in the Nile Delta. In the Gulf of Suez, BP drilled the discovery well Saqqara-1 in the LL87 block. This was the
largest oil discovery in the Gulf of Suez in nearly 14 years.

In the Deepwater Gulf of Mexico, a discovery was made with the Tubular Bells well (BP 50% and operator) in the Mississippi
Canyon.

In Azerbaijan a deeper reservoir was discovered in the Shah Deniz field.

2004 activity has resulted in further discoveries with the Bavuca well in Angola Block 15 (BP 26.7%) and in Egypt with the Raven 1 well in the
North Alexandria Concession (BP 60% and operator) and the Taurt well in the Ras El Barr concession (BP 50% and operator).

Reserves and Production

BP manages its hydrocarbon resources in three major categories: prospect inventory; non-proved reserves and proved reserves. When a
discovery is made, volumes transfer from the prospect inventory to the non-proved reserve category. The reserves move through various
non-proved reserves sub-categories as their technical and commercial maturity increase through appraisal activity. Reserves in a field will only
be categorized as proved when all the criteria for attribution of proved status have been met including an internally imposed requirement for
project sanction, or for sanction expected within six months. Internal approval and final investment decision are what we refer to as project
sanction.

At the point of sanction, all booked reserves will be categorized as proved undeveloped (PUD). Volumes will subsequently be recategorized
from PUD to proved developed (PD) as a consequence of development activity. The first PD bookings will occur at the point of first oil or gas
production. Major development projects typically take one to four years from the time of initial booking to the start of production. Adjustments
may be made to booked reserves due to production, reservoir performance, commercial factors, acquisition and divestment activity and
additional reservoir development activity.

BP has an internal process to control the quality of reserve bookings which forms part of an holistic and integrated system of internal control.
BP s process to manage reserve bookings has been centrally controlled for over 15 years and it currently has several key elements.
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The first key element is the accountabilities of certain officers of the Company which ensure that there is clear responsibility for review and,
where appropriate, endorsement of changes to reserves bookings; that the review is independent of the operating business unit for the integrity

and accuracy of the reserve estimates; and that there are effective controls in the reserve approval process and verification that the Group s
reserve estimates and the related financial impacts are reported in a timely manner.
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The second key element is the capital allocation processes whereby delegated authority is exercised to commit to capital projects that are
consistent with the delivery of the Group s business plan. A formal review process exists to review that both technical and commercial criteria
are met prior to the commitment of capital to projects.

The third key element is Internal Audit, whose role includes systematically examining the effectiveness of the Group s financial controls
designed to assure the reliability of reporting and safeguarding of assets and examining the Group s compliance with laws, regulations and
internal standards.

The fourth key element is a quarterly due diligence review, which is separate and independent from the operating business units, of reserves
associated with properties where technical, operational or commercial issues have arisen.

The fifth and final key element is that we have established criteria whereby reserves above certain thresholds require central authorization.
Furthermore, the volumes booked under these authorization levels are reviewed on a periodic basis. The frequency of review is determined
according to field size and ensures that more than 70% of the BP reserves base undergoes central review every two years and more than 80% is
reviewed every four years.

There is no direct link between compensation for executive directors and reserves replacement. Below the level of the executive director in the
Exploration and Production segment, no specific portion of compensation bonuses has been directly related to oil and gas reserves targets.
Additions to proved reserves was one of several indicators by which the performance of a business unit in the Exploration and Production
business segment was assessed for purposes of determining compensation bonuses. Other indicators included production costs, changes in
working capital, drilling days, operating efficiency and greenhouse gas emissions.

For 2004, BP s variable pay program for the senior managers in the Exploration and Production business segment will be based on Annual Bonus
Contracts. Annual Bonus Contracts are made up of two elements, one of which is based on certain elements of financial performance (cash from
operations, capital expenditure, divestments) of the Group as a whole. The other is based on agreed items from the business performance plan,
one of which, if they choose, could relate to oil and gas reserves.

Details of our net proved reserves of crude oil, condensate, natural gas liquids and natural gas at December 31, 2003, 2002 and 2001 and
reserves changes for each of the three years then ended are set out in the Supplementary Oil and Gas Information section in Item 18 -
Supplementary Oil and Gas Information beginning on page S-1. We disclose our share of reserves held in joint ventures and associated
companies although we do not control these entities or the assets held by such entities.

Of the Group s oil and gas reserves held in consolidated companies, approximately 94% have been estimated by the Group s petroleum engineers
and approximately 6% have been estimated by others such as the field operator or independent engineering consultants. Of the oil and gas

reserves held in equity-accounted companies, approximately 24% have been estimated by the Group s petroleum engineers. The majority of the
rest consists of reserves in TNK-BP which have been estimated by independent engineering consultants. For significant properties where BP has
adopted the proved reserve estimates of others, BP s petroleum engineers reviewed such estimates before making their assessment of volumes to
be booked by BP.
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Our proved reserves are associated with both concessions (tax and royalty arrangements) and production sharing agreements (PSAs). In a
concession, the consortium of which we are a part is entitled to the reserves that can be produced over the licence period, which may be the life

of the field. In a PSA, we are entitled to recover volumes that equate to costs incurred to develop and produce the reserves and an agreed share
of the remaining volumes or the economic equivalent. As part of our
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entitlement is driven by the monetary amount of costs to be recovered, price fluctuations will have an impact on both production volumes and
reserves. 14% of our proved reserves are associated with PSAs. The main countries in which we operate under PSA arrangements are Algeria,
Angola, Azerbaijan, Egypt, Indonesia and Vietnam.

In our UK GAAP financial reporting, the Group uses its long-term planning prices in determining estimates of its proved reserves, which is an
accepted practice under UK accounting rules for oil and gas companies contained in the Statement of Recommended Practice, Accounting for
Oil and Gas Exploration, Development, Production and Decommissioning Activities (UK SORP). Planning prices are the long term price
assumptions on which the Group makes decisions to invest in the development of a field. Using planning prices for estimating proved reserves
removes the impact of the volatility inherent in using year-end spot prices on our reserve base and on cash flow expectations over the long term.
The Group s planning prices for estimating reserves through the end of 2003 were $16/bbl for oil and $2.70/mscf for natural gas. From 2004 we
increased our planning prices to $20/bbl for oil and $3.50/mscf for natural gas. Applying higher year-end prices to reserve estimates has the
effect of increasing proved reserves associated with concessions (tax and royalty arrangements) for which additional development opportunities
become economical at higher prices or where higher prices make it more economical to extend the life of a field. On the other hand, applying
higher year-end prices to reserves in fields subject to PSAs has the effect of decreasing proved reserves from those fields because higher prices
result in lower volume entitlements. On an aggregate basis, the impact on our proved reserves of using higher year-end prices instead of our
planning prices is broadly in balance, although there are relatively larger variations on a regional basis. We believe that our long-term planning
price assumptions provide the most appropriate basis for estimating oil and gas reserves and we will continue to use this basis for our UK
reporting.

In determining reasonable certainty for UK SORP purposes, BP applies a number of additional internally imposed assessment principles such as
the requirement for internal approval and final investment decision (which we refer to as project sanction), or for such project sanction within six
months and, for additional reserves in existing fields, the requirement that the reserves be included in the business plan and scheduled for
development within three years. These principles are also applied for SEC reporting purposes.

The company has received comments from the Staff of the SEC relating to the Annual Report on Form 20-F for the year ended December 31,
2002 and as of the date of filing this Form 20-F this review process is still ongoing. The Company s proved reserves estimates for the year ended
December 31, 2003 reported in this Form 20-F reflect year-end prices and some adjustments which have been made vis-a-vis individual asset
reserve estimates based on different applications of certain SEC interpretations of SEC regulations relating to the use of technology (mainly
seismic) to estimate reserves in the reservoir away from wellbores and the reporting of fuel gas (i.e., gas used for fuel in operations on the lease)
within proved reserves. On an aggregate basis, the net impact of these changes, comprising some reductions and some additions, is an increase
of 23 mmboe included in our total proved reserves of 18,361 mmboe (including equity-accounted entities) compared to our reserves under UK
SORP. Reserve estimates for prior years have not been adjusted (The 2003 year-end marker prices used were Brent $30.10/bbl and Henry Hub
$5.76/mmbtu). These changes, together with the other 2003 movements in proved reserves, are reflected in the tables showing movements in oil
and gas reserves by region in the Supplementary Oil and Gas Information on pages S-1 and S-5. These changes had no material impact on our
profit for the year as adjusted to accord with US GAAP.

Total hydrocarbon proved reserves, on an oil equivalent basis and excluding equity-accounted entities, comprised 14,999 mmboe at December
31, 2003, a decrease of 4.3% compared with December 31, 2002. Natural gas represents about 50% of these reserves. This reduction includes net
sales of 871 mmboe. The proved reserve replacement ratio, at 119% (2002 175%, 2001 191%), exceeded production for the eleventh
consecutive year. The proved reserve replacement ratio (also known as the production replacement ratio) is the extent to which production is
replaced by proved reserve additions. This ratio is expressed in oil equivalent terms and includes changes resulting from revisions to previous
estimates,
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improved recovery, extensions, discoveries and other additions, excluding the impact of sales and purchases of reserves-in-place and excluding
reserves related to equity-accounted entities. By their nature, there is always some risk involved in the ultimate development and production of
reserves, including but not limited to final regulatory approval, the installation of new or additional infrastructure as well as changes in oil and
gas prices and the continued availability of additional development capital. The proved reserve replacement ratio including sales and purchases
of reserves-in-place but excluding equity-accounted entities was 39% (2002 190%, 2001 191%) and including both sales and purchases of
reserves-in-place and equity-accounted entities was 160% (2002 198%, 2001 191%).

In 2003, total additions to the Group s proved reserves (excluding sales and purchases of reserves-in-place and equity-accounted entities)
amounted to 1,289 mmboe, mostly through extensions to existing fields and discoveries of new fields. Of these reserve additions, approximately
65% are associated with new projects and are proved undeveloped reserve additions and the remainder are in existing developments where they
represent a mixture of proved developed and proved undeveloped. Major new development projects typically take one to four years from the
time of initial booking to the start of production. The principal reserve additions were in Angola (Greater Plutonio and Dalia), Norway (Ormen
Lange), UKCS (Rhum), Azerbaijan (Shah Deniz), Gulf of Mexico (Atlantis) and Australia (Northwest Shelf LNG) and it is planned to bring
these into production over the period 2004 - 2008.

Total hydrocarbon proved reserves, on an oil equivalent basis and including equity-accounted entities, comprised 18,361 mmboe at December
31, 2003, an increase of 4.5% compared with December 31, 2002. Natural gas represents about 45% of these reserves. This increase includes
purchases of 1,657 mmboe, of which 1,600 mmboe represents the incremental addition as a result of the purchase of 50% of TNK-BP and sales
of 1,016 mmboe following completion of the divestment of assets in the North Sea primarily Forties and the Bacton Area in the UK and Gyda
in Norway, along with a package of assets in the Gulf of Mexico shelf and the dilution of our gas assets, In Amenas and In Salah, in Algeria.

Additions to proved developed reserves in 2003 were 1,370 mmboe. This included some reserves which were previously classified as proved
undeveloped. The proved developed reserve replacement ratio (including both sales and purchases of reserves-in-place and equity-accounted
entities) was 105% (2002 118%, 2001 95%).

In our existing profit centres our decline rates are averaging in the 3% to 4% range over the period 2002-2004. Beyond 2004, we estimate the
decline will be approximately 3% per annum from 2004-2008. The decline rate is mitigated by the development of new projects and the
investment in incremental reserves in and around existing fields. Cash returns will reduce slightly as we manage the decline. In our new profit
centres, we anticipate strong volume growth and increasing cash returns. For a definition and discussion of cash returns, see Item 5  Operating
and Financial Review and Prospects  Prospects on page 101.

Our total hydrocarbon production (including equity-accounted entities) during 2003 averaged 3,606 thousand barrels of oil equivalent per day
(mboe/d), an increase of 87 mboe/d, or 2.5% compared with 2002; this includes the 135 mboe/d impact of divestments offset by the inclusion of
205 mboe/d TNK-BP incremental volumes from August 29, 2003. 35% of our production was in the USA, 17% in the UK and 17% from
equity-accounted entities, of which 53% is from TNK-BP and the former Sidanco. Total production for 2004 is estimated at an average of over 4
million barrels of oil equivalent per day (mmboe/d).
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The following tables show BP s aggregate estimated net proved reserves as at December 31, 2003.

Estimated net proved reserves of liquids at December 31, 2003 (a) (b)

UK

Rest of Europe
USA

Rest of Americas
Asia Pacific
Africa

Russia

Other

Equity-accounted entities

Total Group and BP share of equity-accounted entities

Estimated net proved reserves of natural gas at December 31, 2003 (a) (b)

UK

Rest of Europe
USA

Rest of Americas
Asia Pacific
Africa

Russia

Other

Equity-accounted entities

Total Group and BP share of equity-accounted entities

Total proved reserves (mmboe)

Table of Contents

Developed

Undeveloped

(millions of barrels)

697 245
236 127
1,902 1,499
385 354
82 81
190 632
73 711
3,565 3,649
Developed Undeveloped
(billion cubic feet)
2,996 1,095
262 1,255
11,482 3,337
4,212 11,531
1,976 3,026
640 2,188
255 900
21,823 23,332

Total

942
363
3,401
739
163
822

784

7,214

2,867

10,081

Total

4,091
1,517
14,819
15,743
5,002
2,828

1,155

45,155

2,869

48,024

18,361
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(a) Net proved reserves of crude oil and natural gas, stated as of December 31, 2003, exclude production royalties due to others, whether
payable in cash or in kind, and include minority interests in consolidated operations. We disclose our share of reserves held in joint
ventures and associated undertakings that are accounted for by the equity method although we do not control these entities or the assets
held by such entities.
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(b)

In certain deepwater fields, such as fields in the Gulf of Mexico, BP has claimed proved reserves before production flow tests are
conducted in part because of the significant safety, cost and environmental implications of conducting these tests. The industry has made
substantial technological improvements in understanding, measuring and delineating reservoir properties without the need for flow tests.
The general method of reserves assessment to determine reasonable certainty of commercial recovery which BP employs relies on the
integration of three types of data: (1) well data used to assess the local characteristics and conditions of reservoirs and fluids; (2) field scale
seismic data to allow the interpolation and extrapolation of these characteristics outside the immediate area of the local well control; and
(3) data from relevant analog fields. Well data includes appraisal wells or sidetrack holes, full logging suites, core data and fluid samples.
BP considers the integration of this data in certain cases to be superior to a flow test in providing a better understanding of the overall
reservoir performance. The collection of data from logs, cores, wireline formation testers, pressures and fluid samples calibrated to each
other and to the seismic data can allow reservoir properties to be determined over a greater volume than the localized volume of
investigation associated with a short term flow test.

Historically, proved reserves recorded using these methods have been validated by actual production levels. BP has booked proved reserves in
18 fields in the deepwater Gulf of Mexico prior to production flow testing. Fourteen of these are now in production. Holstein, Mad Dog,
Thunder Horse and Atlantis are due to begin production over the period 2004-2006.

27

Table of Contents 43



Edgar Filing: BP PLC - Form 20-F

Table of Conten

The following tables show BP s production by major field for 2003, 2002 and 2001.

Liquids

Production

Alaska

Total Alaska
Lower 48 States onshore (a)

Gulf of Mexico (a)

Total Gulf of Mexico

Total USA

UK offshore (a)

Total UK offshore
UK onshore

Total UK

Norway (a)

Other Norway and Netherlands

Table of Contents

Field or Area

Prudhoe Bay*
Kuparuk
Northstar*
Milne Point*
Other

Total

Mars

Horn Mountain*
King*
Pompano*

Ursa

Other

ETAP

Foinaven*
Schiehallion/Loyal*
Magnus*

Harding*

Andrew*
Forties*(b)

Other

Wytch Farm*

Draugen
Valhall*
Ula*
Various

Interest

(%)
26.4
39.2
98.6

100.0
Various

Various

28.5
66.6
100.0
73.6
22.7
Various

Various
Various
Various
85.0
70.0
62.8
96.1
Various

67.8

18.4
28.1
80.0
Various

Net production

2003

2002

2001

(thousand barrels per day)

105 113 123
73 74 76
46 36 3
44 44 45
43 42 41

311 309 288

160 192 213
43 41 42
42 1
31 12
15 23 21
17 20 23

107 167 157

255 264 243

726 765 744
56 61 80
55 72 60
42 43 40
39 31 37
34 42 42
17 23 25
10 50 51
95 107 114

348 429 449
29 32 36

377 461 485
25 37 40
21 21 22
16 18 18
22 28 20
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Total Rest of Europe 84 104 100

* BP operated.

BP operates the majority of the fields in this area.
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Production

Angola
Australia
Azerbaijan
Canada
Colombia (a)
Egypt
Trinidad
Venezuela (a)
Other (a)

Total Rest of World

Total Group

Equity-accounted entities
Abu Dhabi (c)
Argentina - Pan American Energy
Russia - TNK-BP (a)
- Sidanco
Other

Total equity-accounted entities

Total Group and BP share of
equity-accounted entities (d)

* BP operated.

Table of Contents

Field or Area

Various
Various

Azeri-Chirag-Gunashli*

Various
Various
Various
Various
Various
Various

Various
Various
Various
Various
Various

29

Interest

(%)

Various
16.7
34.1
Various
Various
Various
100.0
Various
Various

Various
Various
Various
Various
Various

Net production

2003 2002 2001

(thousand barrels per day)

35 29 1
40 43 40
38 38 35
13 16 18
53 46 48
73 85 91
74 67 48
53 51 54
49 61 59

428 436 394
1,615 1,766 1,723
138 113 126
60 53 50
228
68 73 20
12 13 12
506 252 208
2,121 2,018 1,931
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Natural gas (e)

Net Production

Field or Area Interest 2003 2002 2001
Production
(%) (million cubic feet per day)
Lower 48 States onshore (a) San Juan Coal* Various 578 601 615
San Juan Conventional Various 224 196 217
Arkoma Various 201 206 219
Hugoton Various 182 169 180
Tuscaloosa Various 136 138 187
Jonah* 75.2 119 113 109
Wamsutter* 70.5 111 108 100
Other Various 558 715 733
Total Lower 48 States onshore 2,109 2,246 2,360
Gulf of Mexico (a) Marlin* 78.2 93 106 79
King s Peak* 100.0 91 16
Mica 50.0 57 58 27
Other Various 695 1,005 1,077
Total Gulf of Mexico 936 1,185 1,183
Alaska Various Various 83 52 11
Total USA 3,128 3,483 3,554
UK offshore (a) Bruce* 37.0 222 221 256
Braes Various 174 116 100
Marnock* 62.0 98 135 125
West Sole* 100.0 73 72 81
Shearwater 27.5 70 66 19
Armada 18.2 58 71 71
Britannia 9.0 55 56 65
Other Various 696 813 996
Total UK 1,446 1,550 1,713
Netherlands P/18-2* 48.7 30 41 47
Other Various 37 46 52
Norway (a) Various Various 52 60 48
Total Rest of Europe 119 147 147
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* BP operated.

BP operates the majority of the fields in this area.

30

Table of Contents

48



Edgar Filing: BP PLC - Form 20-F

Table of Conten

Production

Rest of World
Australia
Canada

China
Egypt

Indonesia

Sharjah

Trinidad

Other (a)

Total Rest of World

Total Group

Equity-accounted entities
Argentina - Pan American Energy
Russia - TNK-BP (a)

- Sidanco

Other

Total equity-accounted entities

Total Group and BP share of equity-accounted

entities

* BP operated.

(a) In 2003, BP and the Alfa Group and Access-Renova merged certain of their Russian and Ukranian oil and gas businesses to create

Field or Area

Various
Kirby*
Other
Yacheng*
Ha py
Temsah
Other
Sanga-Sanga (direct)
Pagerungan*
Other*
Sajaa*

Other
Ambherstia*
Mahogany*
Immortelle*
Parang*
Flamboyant*
Other*
Various

Various
Various
Various
Various

Interest

(%)

16.7
95.0
Various
343
50.0
50.0
Various
26.3
100.0
46.0
40.0
40.0
100.0
100.0
100.0
100.0
100.0
100.0
Various

Various
Various
Various
Various

Net production

2003

2002

2001

(million cubic feet per day)

285
48
374
74
83
66
104
165
121
97
101
19
624
503
235
152
68
112
168

3,399

8,092

281
96
33

111

521

8,613

295
66
448
102
74
84
98
174
189
94
110
24
492
521
154

40
31
148

3,144

8,324

251

126

383

8,707

237
72
512
108
66
26
98
164
242
95
125
35
244
529
128

52
58
82

2,873

8,287

236

109

345

8,632

TNK-BP. BP also acquired the interests of Amerada Hess in Colombia and disposed of its interests in Forties, Montrose/Arbroath and
Bacton Area assets in the UK North Sea, Gyda in Norway, LL652 in Venezuela, QHD and Liuhua in China, the Malaysia Thailand Joint
Development Area, Aspen in the Gulf of Mexico, various shallow water fields in the Gulf of Mexico and various fields in the US Lower

48 states. In 2002, BP acquired additional working interest in the Badin acreage (Pakistan) from the government and disposed of its

interest in the Al Rayyan field (Qatar), Qadirpur field (Pakistan) and Elgin/Franklin field (UK). In 2001, BP purchased part of the interests
of Statoil in Vietnam and the interest of Inaquimicas in Cusiana/Cupiagua in Colombia.
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(b) The sale of BP s interest in the Forties field was completed on April 2, 2003.

(¢) The BP Group holds proportionate interests, through associated undertakings, in onshore and offshore concessions in Abu Dhabi expiring
in 2014 and 2018, respectively.

(d) Includes NGLs from processing plants in which an interest is held of 70 mb/d, 69 mb/d, and 78 mb/d for 2003, 2002 and 2001,
respectively.

(e) Natural gas production volumes exclude gas consumed in operations within the lease boundaries of the producing field.
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United States

2003 liquids production at 726 thousand barrels per day (mb/d) decreased 5% from 2002, while natural gas production at 3,128 million cubic
feet per day (mmcf/d) decreased 10% compared with 2002.

Crude oil production was maintained at the 2002 level, with divestments and natural reservoir declines (25 mb/d) being offset by new projects
and gains in operating efficiency (24 mb/d). The decline in the Natural Gas Liquids component of liquids production (39 mb/d) was caused by
divestments, lower gas throughput and processing elections not to strip NGLs from produced gas (in order to sell rich gas in a high gas price
environment) thus resulting in lower commercial NGL production. Gas production was lower because of divestments, natural reservoir decline
and investment choices (436 mmcf/d), partly offset by new project startups and continuing ramp-up of 2002 projects (81 mmcf/d). Operational
efficiency in the USA, i.e., actual production as a percentage of production capacity, was much improved in 2003, up 3% over 2002 to 93% due
to less weather-related downtime and performance improvements.

Development expenditure in the USA (excluding midstream) during 2003 was $3,486 million, compared with $3,618 million in 2002 and $3,723
million in 2001. This reflects our continued focus on only investing in the best opportunities and optimizing operating efficiency.

Our activities within the United States take place in four main areas. Significant events during 2003 within each of these are indicated below.

Deepwater Gulf of Mexico

Deepwater Gulf of Mexico is one of our new profit centres and our largest area of growth in the United States. In 2003, our Deepwater Gulf of
Mexico crude oil production was 215 mb/d, up 5% from 2002 levels. Gas production was 561 mmct/d, up over 10% from 2002 levels.

Growth in 2003 was driven by new field startup activity, as well as strong performance from the existing major hubs. Key events include:

Production ramp up at the Horn Mountain (BP 66.6% and operator) and King s Peak (BP 100% and operator) fields. Both fields began
production in late 2002.

The King West subsea project (BP 100% and operator) started production in June 2003.

Production from the Na Kika Development (BP 50% and operator) commenced in November 2003. The development consists of 5
fields and 10 subsea wells connected to a centrally-located floating host facility.

Mardi Gras transportation system construction is on track and the first segment, the Okeanos Gas Gathering System, started up in
conjunction with first production from the Na Kika field in November.
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The second phase of the Princess project (BP 22.69%), a 3-well subsea development to the Ursa platform, began producing in

December 2003.

Development of four major projects continued in the Gulf of Mexico during 2003  Holstein (BP 50% and operator) is on track to start up late
2004 with the final stages of construction underway. Mad Dog (BP 60.5% and operator) and Thunder Horse (BP 75% and operator) are
scheduled to commence production in 2005 with Atlantis (BP 56% and operator) following in 2006. These projects will be the major contributor
to the anticipated growth in production from 312 mboe/d to 550 mboe/d.

Additionally, the divestment of the Aspen field (BP 40% and operator) was concluded in the second quarter of 2003 as part of BP s ongoing
portfolio review to focus on high quality assets and to stop investing in those where others may see greater value.
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On January 30, 2004, we sold 45% of our interest in King s Peak in Deepwater Gulf of Mexico to Marubeni Oil & Gas (USA).

On May 22, 2004, the Mars platform was shut in due to a small leak.

Gulf of Mexico Shelf

The Shelf is a mature basin, with decline rates that average 40-50% per year. On March 13, 2003 BP completed the sale of 61 fields to Apache
Corporation, which accounted for approximately 40% of 2002 production. In 2003, BP s gas production from Gulf of Mexico Shelf operations
was 375 mmcf/d, which was down 44% compared to 2002. Liquids production was 39 mb/d, down 34% compared to 2002. The year-on-year
drop in production is attributed to the divestment, normal decline and reduced capital spending. Capital spending has reduced from $428 million
in 2002 to $205 million in 2003. This is as a result of our divestment programme as well as focusing our capital expenditure on better
opportunities elsewhere in the segment. We operate more than 150 platforms and 350 wells on the Shelf and we drilled a total of 15 operated
wells in 2003.

Lower 48 States

In the Lower 48 States we are one of the largest producers of natural gas, accounting for over 5% of total US onshore natural gas production.
Production comes from over 12,000 wells, distributed across more than 600 oil and gas fields, of which we operate nearly 80%. Assets are
situated principally in the states of Colorado, Kansas, Louisiana, New Mexico, Oklahoma, Texas and Wyoming.

Total production in 2003 was down 10% compared with 2002. Natural decline and strategic portfolio divestments accounted for 3% each and
reduced gas throughput and changes in processing elections accounted for the remainder. In 2003, total liquids production was 160 mb/d and
natural gas production was 2,109 mmcf/d.

In 2003, we drilled over 400 operated wells and maintained a level programme of activity utilizing, on average, 26 drilling and 50 service rigs.
Year-on-year improvements continue to be delivered in safety, capital and cost efficiency across all the basins where we operate. Additionally,
our environmental leadership has continued with a 286 kilotonnes (kte) reduction of CO, emissions, through delivery of focused greenhouse gas
(GHG) reduction projects, including the installation of solar panels to power some of our pumping units at our wells in the San Juan South
region.

Our production in the onshore Lower 48 States was derived primarily from two main areas:

In the Western Basins (Colorado, New Mexico, and Wyoming) our assets produced 1,255 mmcf/d (94% operated) of natural gas and
78 mb/d of liquids in 2003.
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In the Gulf Coast and Mid-Continental basins (Kansas, Louisiana, New Mexico, Oklahoma and Texas) our assets produced 854
mmcf/d (62% operated) of natural gas and 48 mb/d of liquids in 2003.

Alaska

In Alaska, crude oil production in 2003 was 311 mb/d, an increase of 0.6% from 2002, due principally to increases in Northstar production and
development of satellite fields around Prudhoe Bay and Kuparuk.
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Key activities during 2003 in Alaska included:

As part of maximising the productivity of our existing profit centres, active reservoir management at Alaska s largest producing field,
Prudhoe Bay, and the associated satellites (BP 26.4% and operator) included an ongoing active infill and new well drilling programme
with 80 wells, which generated net production of 8.2 mboe/d. In 2003, BP had 6.5 operated rig-years (6 rigs full time, 1 rig half time)
working across the North Slope. At the Milne Point Unit, 20 wells were drilled with 8 miles of horizontal hole achieving 45% lower
non-productive time than 2003. The Northstar Unit drilled 8 wells in 2003, and the Endicott Unit drilled 4 sidetrack wells.

The Northstar Oil Field (BP 98.58%) completed its second full year of operations with operating efficiency and production rates well
ahead of 2002 levels. Improved equipment reliability and the completion of additional development wells enabled an estimated
operating efficiency rate of 86.5% and a daily gross production average of 63 mb/d.

Two agencies completed their investigations into the August 2002 A-22 well explosion with BP s full cooperation. The Alaska
Department of Labor ~ Occupational Health and Safety Division assessed a penalty of $6,300 in February 2003, which BP did not
contest. The Alaska Oil and Gas Conservation Commission released its staff report on the incident in mid-December and proposed an
enforcement action and a penalty in excess of $2.5 million. BP is contesting the penalty.

The Y-36 flowline spill occurred at Greater Prudhoe Bay in May 2003, spilling an estimated 1,300 gallons (US) of crude and 5,000
gallons (US) of produced water. The spill was caused by external corrosion beneath the flowline s insulation. The flowline has since
been repaired and there has been no long-term damage to the environment. BP had noted increased corrosion of this type in late 2001
and nearly tripled its mitigation programme in 2003. As operator, BP expends approximately $50 million (gross) annually on
corrosion management programmes at Greater Prudhoe Bay.

United Kingdom

We are the largest producer of oil and gas in the UK. In 2003, total liquids production was 377 mb/d, an 18% decrease on 2002, and gas
production was 1,446 mmscf/d, a 7 % decrease on 2002. This decrease in production was driven by the divestment during 2003 of the Forties,
Montrose/Arbroath and Bacton Area assets to Apache Corporation, Paladin Resources and Perenco, respectively, (49%) along with the natural
decline of the mature North Sea basin and operational problems in the second and third quarters (51%). These operational problems included a
compressor shutdown on Foinaven (BP operated), well integrity concerns on the Shearwater field (Shell operated) and a gearbox failure on
Eastern Trough Area Project (BP operated). All fields were returned to production during the year. Our activities in the North Sea are focused on
operations efficiency, in-field drilling and selected new field developments. Our development expenditure in the UK was $740 million in 2003
compared to $895 million in 2002 and $930 million in 2001.

Significant activities in 2003 included the following:

The Clair Phase I Development (BP 28.9% and operator) is in mid-construction and on schedule for first oil in late 2004.

In 2003, all major construction contracts were awarded for the Rhum development (BP 50% and operator) and fabrication was
initiated. Rhum is a high pressure, high temperature gas field that is the first of its type for BP in the region. The field will be
developed via a 44 km subsea tieback to the Bruce platforms. Startup is scheduled for 2005.
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In 2003, cumulative oil production in the Harding field (BP 70% and operator) and in the Andrew field (BP 62.75% and operator)

exceeded the total amounts estimated when the reserves
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were originally booked. Success in both fields is attributed to the application of new technologies and best practice reservoir
management.

The Braemar field (BP 52%) began production at the end of the third quarter, following tie-back to the East Brae platform.

On the Machar field (BP 100% and operator) a project to sustain production by gas lifting the wells was completed and a significant
new production well sanctioned for 2004 startup.

At Wytch Farm (BP 67.8% and operator) a seismic survey was shot offshore to define well locations for a 10-well extended reach
drilling programme started in 2004.

On the Lomond (BP 22.2% and operator) and Erskine (BP 50%, ChevronTexaco operated) fields, mid-life compression projects have
been sanctioned to extend field life. Mid-life compression refers to the installation of compression facilities on the platform which will
supplement the natural pressure of the reservoir and thereby increase the flow rate of hydrocarbons.

The Ravenspurn North (BP 53.5% and operator) gas sales contract was renegotiated to transfer the control of production from the
buyer to the joint venture partners with effect from October 1, 2003.

A one-off gas sales deal was agreed for Amethyst (BP 59.5% and operator) to increase gas sales during the 2003 summer period.

The NW Hutton (BP 26% and operator) well decommissioning was completed on January 22, 2004 with the removal of the last conductor. The
total cost of decommissioning was $17.6 million (BP share).

Rest of Europe

Development expenditure, excluding midstream, in the Rest of Europe was $236 million compared with $219 million in 2002 and $271 million
in 2001.

Norway

Production in Norway decreased from 113 mboe/d in 2002 to 92 mboe/d in 2003, a decline of 18%. The principal reasons behind this were: a
reduction in Draugen production capacity and delays in restoring production from Rogn South wells following a shutdown; the SE1 well on Ula
proved water in the main target rather than oil, hence the anticipated decline mitigation was not achieved; and Tambar, having reached plateau in
2002, was impacted by post-plateau natural decline. The total impact of these items was a decrease of 17 mboe/d. In addition, on September 1,
2003 we sold our 61% interest in the Gyda field to Talisman Energy (6 mboe/d). We have maintained production at 2002 levels on Valhall as a
result of the Flank project coming on stream (first oil in the second quarter of 2003) and a high level of operating efficiency.

Main activities and achievements in 2003:
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Valhall Water Injection project following technical difficulties in positioning the jacket foundation piles, repairs were
successfully carried out and the topside was installed in the third quarter.

Valhall Flank Development Flank South achieved first oil in May 2003 and the North platform was installed in the third quarter with
first oil achieved on January 7, 2004.

Ormen Lange The unit operating agreement, plan of development and the joint venture agreements for an export pipeline to the UK
were agreed and approved by the partnership in December. BP has a 10.3% interest in this project.
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Rest of World

Development expenditure, excluding midstream, in Rest of World was $3,085 million in 2003 compared with $2,503 million in 2002 and $1,934
million in 2001.

Rest of Americas

Canada

In Canada, our 2003 production was 86 mboe/d, down 18% from 2002, mainly due to natural field decline. The Alberta Energy and
Utilities Board ordered the industry to shut-in production from certain shallow gas fields overlaying bitumen deposits in northeastern
Alberta with effect from September 1, 2003. BP s production impacted by this order was 1.3 mboe/d on an annualized basis. BP and
other producers are pursuing legal and regulatory options challenging the shut-in requirement in addition to seeking appropriate
compensation from the Alberta Government. Natural gas makes up 85% of Canada s production.

On February 9, 2004, we signed a sale and purchase agreement with Fairborne Energy Ltd. to sell a package of non-core assets in
Alberta, Canada for $88 million. These assets contributed approximately 3 mboe/d during 2003.

Trinidad

In Trinidad, gas volumes increased by 37% over 2002. The increase in natural gas sales was principally driven by the successful
startup of Atlantic LNG Train 3 in the second quarter of 2003, as well as a full year of sales to Atlantic LNG Train 2. During the year,
BP completed the installation of Cassia B, the world s largest offshore processing facility (2 bef/d), linked in to the new Bombax 48
gas pipeline evacuation system, which was successfully commissioned in the second quarter of 2003. Our next field development
(Cannonball) was sanctioned in the fourth quarter of 2003. First gas is targeted for the fourth quarter of 2005.

On January 2, 2003, Repsol exercised their option to acquire an additional 20% interest in BP s upstream assets in Trinidad, taking
their total interest in BP Trinidad and Tobago LLC to 30%. This transaction gives leverage for our upstream position in Trinidad to
access gas markets and growth opportunities in Spain, thus providing a further platform for BP s future gas growth in Trinidad.

On May 15, 2003, we sold our 15% stake in the Titan Methanol Company, based in Trinidad, to Methanex Corporation. The
Atlas methanol plant the world s largest, in which BP has a 36.9% interest commenced production on June 2, 2004.

Venezuela

In Venezuela three of the four base assets are reactivation projects (projects that are expected to continue and improve exploitation in
mature fields) consisting of two operated properties, Boqueron and Desarollo Zuli Occidental (DZO), and one non-operated property,
Jusepin, under risk service agreements to produce oil for the state oil company, Petroleos de Venezuela S.A. (PDVSA). A fourth asset,
Cerro Negro, a non-operated property that is a heavy oil project from which production is sold directly by BP, was held for sale in
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2002. In the absence of partner approval for the sale, the agreement was terminated in December 2003. There are no immediate plans
to remarket this asset. During 2003 we executed a sale and purchase agreement to sell DZO and Boqueron to Perenco. In the first
quarter of 2004, the sales agreement lapsed and we will now retain these fields. We had previously reported an exceptional loss on
disposal of $217 million in respect of these assets, which has now been reversed. As a result of the lapse of the agreement, an
impairment charge of $186 million was recognized in the first quarter of 2004. LL-652, also a reactivation project, was sold and
transferred to ChevronTexaco during the year. The impact of the national strike, which began in December 2002, was 5 mb/d in 2003,
with production back to pre-strike levels by mid-March 2003.
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Colombia

In Colombia, BP completed operations in November on the Niscota exploration well after testing water with traces of non-commercial
hydrocarbons. While this well has been written off, additional prospectivity and disposition of the contract area will be determined in
the second half of 2004 after evaluation of data obtained from drilling activities.

Argentina and Bolivia

In Argentina and Bolivia, activity is conducted through Pan American Energy (PAE), in which BP holds a 60% interest, and which is
accounted for by the equity method. In 2003, total production of 117 mboe/d represented an increase of 10.3% over 2002, with oil
increasing by 10.4% and gas by 10.2%. The main increase in oil production came from the continued focus on drilling and
waterfloods in Golfo San Jorge in Argentina, where oil production was 52 mb/d compared to 45 mb/d in 2002. The field is now
producing at its highest level since inception in 1958 and further expansion programmes are planned. Despite the economic crisis in
Argentina, GDP increased by 8.7% in 2003. Gas demand grew due to the higher activity level, colder than normal weather and lack of
hydroelectric power due to lower than average rainfall. Gas prices continued to be depressed. PAE also has interests in gas pipelines,
electricity generation plants and other midstream infrastructure assets.

Africa
Algeria
In 2003, BP sold 50% and 49% of its interests in In Amenas and In Salah, respectively, to Statoil. Formal Algerian approval is
currently outstanding.
In Algeria, BP and the Algerian state company, Sonatrach, continued development activities of the In Salah project (BP 51%), which
is expected to start up in mid-2004. The first stage comprises the development of three of the seven deep Saharan natural gas fields
expected to supply the fast-growing markets of Southern Europe.
BP and Sonatrach continued to progress the development of the In Amenas (BP 50%) project, expected to start up in early 2006.
Angola

Angola has several key projects which provide the foundation for volume growth over the next few years. Activities in 2003 included the
following:

In Block 17 (BP 16.7%), the Jasmim field, a tie-back to the Girassol hub, commenced production in the fourth quarter of 2003. The
Dalia project commenced development in the first quarter of 2003.
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In Block 15 (BP 26.7%), the Xikomba field commenced production in the fourth quarter of 2003. Development activities progressed
on Kizomba A and Kizomba B, with production expected to commence in the second half of 2004 on Kizomba A.

In Block 18 (BP 50% and operator), work has continued on the Greater Plutonio development, with internal sanction granted in the
first quarter of 2003.

In Block 31 (BP 26.7% and operator), a 2-year extension to the initial exploration phase was granted in the second quarter of 2003.

Angolan oil projects have associated gas which BP is seeking both economic and environmental solutions for production and
distribution as part of the Angola LNG project.
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Egypt

In Egypt, the Gulf of Suez Petroleum Company (GUPCO), a joint venture operating company between BP and the Egyptian General
Petroleum Corporation, carries out our oil production operations. GUPCO operates seven PSAs in the Gulf of Suez and Western
Desert, encompassing more than forty fields.

In 2003, physical gas production in Egypt was held close to 2002 rates. BP s 2003 PSA gas production reached 253 mmscf/d from the
Ras El Barr, Temsah and other concessions.

BP has a 33% interest in the joint venture United Gas Derivatives, currently constructing a 1.1 bef/d NGL extraction plant. Plant
startup is scheduled in the fourth quarter of 2004. Temsah and Ha py development projects are on schedule to deliver 100% of the
fields daily contracted quantities to ensure supply feedstock for the NGL plant.

Asia Pacific

Indonesia

BP is the largest private supplier of natural gas to Java through its holdings in the Offshore Northwest Java (46% BP) and Kangean
(100% BP) Production Sharing Contracts.

Vietnam

BP participates in the country s biggest foreign investment, the Nam Con Son gas project. This is an integrated resource and
infrastructure project including offshore gas production, pipeline transportation system and power plant. Gas sales from Block 6.1 (BP
35% and operator) commenced in early 2003. The gas is sold under a long-term agreement for electricity generation in Vietnam,
including the Phu My 3 power plant (BP 33.33%), which commenced operations on March 1, 2004.

China

The Yacheng field (BP 34.3% and operator) supplies, under a long-term contract, 100% of the natural gas requirement of Castle Peak
Power Company for Hong Kong power generation. Some natural gas is also piped to Hainan Island, where it is sold to the Fuel and
Chemical Company of Hainan, also under a long-term contract. The Yacheng field operatorship was transferred to China National
Offshore Oil Corporation (CNOOC) on January 1, 2004. In 2003, we have divested our interests in our other fields, QHD and Liuhua,
to CNOOC.

Australia

We are one of six equal partners (BP 16.7%) in the North West Shelf (NWS) Venture. The operation covers offshore production
platforms, a floating storage vessel, trunklines, and onshore gas processing plants, and is currently the principal supplier to the
domestic market in Western Australia. During 2003, a fourth LNG Train was under construction and is on track to be commissioned in
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the second half of 2004, and a second trunkline was commissioned in February 2004.

Russia

Acquistion of TNK-BP interest

On August 29, 2003, BP and AAR (the Alfa Group and Access-Renova) completed the deal to combine their Russian and Ukrainian
oil and gas businesses and create TNK-BP, a new company registered in the British Virgin Islands owned 50:50 and managed jointly
by BP and AAR. The consideration from BP to AAR comprised an immediate $2.6 billion in cash (which was subsequently reduced
by receipt of pre-acquisition dividends net of transaction costs of $0.3 billion) for its stake in the new company together with three
annual tranches of $1.25 billion in BP shares payable on the subsequent anniversaries of the closing date. The assets contributed by BP
included existing interests in Sidanco and Rusia, as well as its interest in the retail business in Moscow. The deal did not include BP s
interest in Sakhalin or its Castrol operations in Russia. The net BP investment, after adjusting for pre-acquisition dividends, amounted
to $6.7 billion. BP also agreed with AAR to incorporate AAR s 50% interest in Slavneft into TNK-BP in
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return for a cash payment by BP of $1.35 billion, subject to adjustments. This transaction was completed on January 16, 2004. Overall,
this represents the largest transaction in Russian corporate history, as well as being the largest foreign indirect investment in Russia.

TNK-BP is jointly controlled by BP and Alfa Group and Access Renova (AAR). BP holds 50% of the voting rights in TNK-BP. BP s investment
in TNK-BP is accounted as a joint venture under the gross equity method and as such we have reflected 50% of the proved reserves of TNK-BP
as at December 31, 2003 (1.8 billion barrels of oil, of which 1.4 billion are developed). The reserves which were incremental to those

contributed from our investment in Sidanco (1.6 billion barrels of oil) are shown as a purchase of reserves in place in equity-accounted entities.
The return on our investment in TNK-BP is expected to come through cash dividends. Earnings for the period August 29 to December 31, were
accretive to BP returns on capital and we expect this to continue at current prices. As with our other assets, an increase in oil prices will increase
the returns on our investment. Our expected return on this investment in both the short and long term is estimated to be comparable to that of our
non-Russian activity.

The shareholder agreement between BP and AAR establishes TNK-BP in the British Virgin Islands with English law principles governing the
legal system. The shareholder agreement establishes joint control between AAR and BP. BP and AAR have equal representation on the TNK-BP
Board, with AAR nominating the Chairman and Chairman of the Remuneration Committee, and BP the Vice Chairman and Chairman of the
Audit Committee. BP appoints the Chief Executive Officer of TNK-BP and holds half of the senior management positions.

On June 11, 2004 BP and AAR agreed to change the dates on which BP is due, under the terms of that agreement, to issue AAR with three
tranches of BP p.l.c. shares, each tranche with a value of $1.25 billion. The issue dates have been changed from August 29, 2004, August 29,
2005 and August 29, 2006 to September 20, 2004, September 20, 2005 and September 20, 2006, respectively. The issue dates have been moved
in order to avoid BP s third quarter ex-dividend date falling within the calculation period for determining the number of BP p.l.c. shares to be
issued to AAR in each tranche, thereby reducing the potential for volatility during that period. There is no incremental cost to BP or its
shareholders as a result of this change in issue dates.

TNK-BP

TNK-BP has proved reserves of 3.6 billion barrels of oil, of which 2.8 billion are developed. Daily oil production currently amounts to
some 1.3 million barrels of oil a day. The production base is largely centred in West Siberia (Samotlor, Nizhnevartovskoye
Nefedobyvaushee Predpriyatie, Nyagan), which contributes about 0.8 million barrels a day, together with Volga Urals (Orenburgneft)
contributing 0.4 million barrels a day. In excess of 50% of total oil production is currently exported as crude and 15% as refined
product. Downstream, TNK-BP owns five refineries in Russia and Ukraine (including Ryazan and Lisichansk), with throughput of 0.5
million barrels a day (25 million tonnes a year). In retail, TNK-BP owns more than 2,100 filling stations in Russia and the Ukraine
with a share of the Moscow retail market in excess of 20%. The workforce currently amounts to approximately 100,000 people.

BP sinvestment in TNK-BP is accounted for under the gross equity method. Production for the four-month post-completion period
averaged 713 mboe/d; this generated some $392 million of net income in an environment where Urals marker prices (NW Europe)
averaged around $27.3/bbl (from August 29, 2003). In full-year terms, BP s share of production averaged 244 mboe/d. A dividend of
$297 million received in the fourth quarter was credited against the net investment cost and reduced net cash outflow to $2.35 billion.
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Slavneft
On January 16, 2004 a payment of $1.35 billion was made to AAR to incorporate AAR s 50% interest in Slavneft into TNK-BP.
Slavneft will be included in the results of our 50% interest in TNK-BP in 2004. Slavneft has current production rates exceeding 0.3
million barrels of oil per day. It has two refineries in Russia (Yaroslavl) and an interest in the Mozyr refinery (Belarus) with total
throughput of 384,000 barrels a day, as well as more than 550 retail filling stations in Russia.

Other

Middle East and Pakistan

Production in the Gulf States was dominated by the production entitlement of associated undertakings in Abu Dhabi, where we have
equity interests of 9.5% and 14.7% in onshore and offshore concessions, respectively. In 2003, production in Abu Dhabi was up
around 23% from 2002 as a result of OPEC quota increases.

In Pakistan, BP is the largest foreign operator producing around 43% of the country s oil and 8% of its natural gas on a gross basis.

Azerbaijan

BP, as operator of the Azerbaijan International Operating Company (AIOC), manages and has a 34.1% interest in the
Azeri-Chirag-Gunashli (ACG) oil fields in the Caspian Sea, offshore Azerbaijan. The Azeri project continued in 2003
and is on track to deliver first oil from central Azeri in the first quarter 2005. Phase 3 of ACG full field development
commenced the detailed engineering stage and is targeting sanction in 2004.

The Shah Deniz natural gas field (BP 25.5% and operator) was sanctioned in 2003 and remains on track to deliver first gas in 2006.

Midstream Activities

Oil and Natural Gas Transportation

The Group has direct or indirect interests in certain crude oil transportation systems, the principal ones of which are the Trans Alaska Pipeline
System (TAPS) in the USA and the Forties Pipelines System (FPS) in the UK sector of the North Sea. We also operate the Central Area
Transmission System (CATS) for natural gas in the UK sector of the North Sea.

BP, as BTC operator, manages and holds a 30.1% interest in the Baku-Tbilisi-Ceyhan (BTC) oil pipeline currently under construction. AIOC
operates the Western Export Route Pipeline between Azerbaijan and the Black Sea coast of Georgia and the Azeri leg of the Northern Export
Route Pipeline between Azerbaijan and Russia.
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Our onshore US crude oil and product pipelines and related transportation assets are included under Refining and Marketing in this item.
Revenue is earned on pipelines through charging tariffs. Our gas marketing business is described under Gas, Power and Renewables in this item.

Activity in oil and natural gas transportation during 2003 included:

Alaska

BP owns a 46.9% interest in TAPS, with the balance owned by four other companies. TAPS transported production from Prudhoe Bay
and the other North Slope fields averaging 991 mb/d during 2003.

40

Table of Contents 67



Edgar Filing: BP PLC - Form 20-F

Table of Conten

There are a number of unresolved protests regarding tariffs charged for shipping oil through TAPS. These protests were filed between
1986 and 2003 with the Federal Energy Regulatory Commission and the Regulatory Commission of Alaska (RCA). In 2002, the RCA
issued an Order requiring refunds to be made to TAPS shippers of intrastate crude oil for the years 1997 through 2000. BP has
appealed this Order to the Alaska Superior Court. Pending the outcome of a hearing on intrastate rates from 2001 forward, the RCA
imposed temporary intrastate rates (consistent with its 2002 Order) effective July 1, 2003.

The use of US-built and US-flagged ships is required when transporting Alaskan oil to markets in the USA. In accordance with this,
BP America Inc. has a chartered fleet of nine US-flagged tankers to transport Alaskan crude oil to markets. Over the next few years,
we plan to begin replacing our US-flagged fleet as existing ships are retired in accordance with the Oil Pollution Act of 1990. For
discussion of the Oil Pollution Act of 1990, see Environmental Protection Maritime Oil Spill Regulations on page 69. BP has
contracted for the delivery of four 1.3 million-barrel-capacity, double-hull tankers for use in transporting North Slope oil to West
Coast refineries. The ships are being constructed by NASSCO in San Diego with deliveries in years 2004, 2005 and 2006. The first
vessel was floated from drydock in November of 2003, in keeping with a 2004 delivery.

North Sea

FPS (BP 100%) is an integrated oil and NGLs transportation and processing system that handles production from over 40 fields in the
Central North Sea. The system has a capacity of more than 1 mmb/d, with average throughput in 2003 at 751 mb/d.

During the fourth quarter of 2003, FPS reached agreement with Encana and others to transport and process hydrocarbons from the
Buzzard Field. This is the largest UK sector transportation and processing deal in the last 10 years.

BP operates and has a 29.5% interest in CATS, a 400-kilometre natural gas pipeline system in the central UK sector of the North Sea.
The pipeline has a transportation capacity of 1.7 bcf/d to a natural gas terminal at Teesside, Northeast Engla