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The fair value of identifiable assets The fair value of the consideration
(Exclude cash and cash equivalents, transferred

deferred tax assets, and goodwill resulting
from the effects of deferred tax liabilities.)

The fair value of nan-controlling

Ex : interest
The fair value of the consideration The fair value of previously held
transferred interest
The fair value of non-controlling The fair value of the liabilities
interest assumed
(other than deferred tax liabilities)
H The fair value of previously held
interest Cash and cash equivalents, deferred
tax assets, and goodwill resulting
The fair value of net identifiable from the effects of deferred tax
assets acquired liabilities
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interest == 400
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The fair value of net identifiable
assets acquired (900)
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14. Derivative financial instruments continued

Interest rate benchmark reform

As explained in Note 1 on page 262, the Group has early adopted the ‘Interest Rate Benchmark Reform Amendments to IFRS 9, 1AS 39 and
IFRS 7 which allow the Group to assume that the interest rate benchmark on which cash flows for the hedged item and/or hedging instrument
are based is are altered as a result of IBOR reform for the following activities:

2 Prospective hedge assessment

> Determining whether a cash flow or forecast transaction for a cash flow hedge is highly probable. However, the Group otherwise assesses
whether the cash flows are considered highly probable

> Determining when cumulative balances in the cash flow hedge reserve from de-designated hedges should be recycled to the income
statement

For retrospective hedge assessment, the Group will not de-designate a hedge relationship if the actual result is outside the required 80-125%
range, but it can be demonstrated that this is solely caused by interest rate benchmark uncertainty and the hedge passes the prospective
assessment. Any hedge ineffectiveness continues to be recorded in net trading income

For hedges of non-contractually specified benchmark portions of an interest rate (such as fair value hedges of interest rate risk on fixed rate debt
instruments) the Group only assesses whether the designated benchmark is separately identifiable at hedge inception. The choice of designated
benchmark is not revisited for existing hedge relationships.

In applying these amendments the Group has made the following key assumptions for the period end, to be reviewed on an ongoing basis:

2 The interest rate benchmarks applicable to the Group that are in scope of the IFRS amendments are USD LIBOR, GBP LIBOR, JPY LIBOR
and Singapore Swap Offer Rate (SGD SOR), which is dependent on USD LIBOR and expected to be replaced by the Singapore Overnight
Rate Average (SORA) for derivative financial instruments

» EURIBOR is not in scope of the IFRS amendments because its revised methodology incorporates market transaction data, hence the
benchmark is expected to continue to exist in future reporting periods

2 The Group believes it is too early to reliably estimate when interest rate benchmark uncertainty will be resolved for all benchmarks assumed
1o be in scope of the amendments. It therefore assumes that the uncertainty arising from interest rate benchmark reform will be present until
31 December 2021, at which time the amendments to IFRS no longer apply

The Group has established an IBOR Transition Programme that is overseen by the Group's Chief Operating Officer, and updates a number of
committees including the Board Risk Committee and Group Risk Committee regularly updated. The programme comprises a series of business
and function workstreams, with oversight and coordination of the specific areas and risks provided by a central project team. The key abjectives
of these workstreams include identifying all contracts in scope of benchmark reform, upgrading intemal systems to support business in the
alternative RFR product suite, identifying and communicating to customers with whom repricing andl/or re-papering IBOR-referenced contracts
is required and executing the necessary change in contracts. Workstreams actively participate in industry-wide working groups to ensure they
are kept informed of the latest developments and are consistent with the approaches of other market participants.

As at 31 December 2019, the following populations of derivative instruments designated in fair value or cash flow hedge accounting relationships
were linked to IBOR reference rates:

Fair value hedges Cash flow hedges
Notional Notional Noticnal Notional
designated designated designated designated
up to beyond up to beyond Weighted
31 December 31 December 31 December 31 December average
2021 2021 2021 2021 Total exposure
$million $million $million Smillion Smillion years
Interest rate swaps
USD LIBOR 26,159 25,622 950 2,559 55,290 27
GBP LIBOR 613 4,049 = = 4,662 b.b
JPY LIBOR 1,429 569 = = 1,998 24
SGD SOR 563 132 - - 695 1.7
28,764 30,372 950 2,559 62,645 29
Cross currency swaps
USD LIBOR vs Fixed rate foreign currency 6,216 2,189 - - 8,405 2.7
Total notional of hedging instruments
in scope of IFRS amendments 34,980 32,561 950 2,559 71,050 29

The Group's primary exposure is to USD LIBOR due to the extent of fixed rate debt security assets and issued notes denominated in USD that
are designated in fair value hedge relationships. Where fixed rate instruments are in other currencies, cross currency swaps are used to achieve
an equivalent floating USD exposure.

f77ﬂ'f/&)éﬁ£/°27@%lm/a\7 Standard Chartered PLC (Source : Standard Chartered PLC Annual Report 2019)



Change in accounting policy - Interest Rate Benchmark Reform: Amendments to IFRS 9 'Financial instruments’

Financial authorities in the US, UK, EU and other territories are currently undertaking reviews of key interest rate benchmarks such
as the London Inter-bank Offered Rate (LIBOR) with a view to replacing them with alternative benchmarks. Uncertainty around the
method and timing of transition from Inter-bank Offered Rates (IBORs) to alternative risk-free rates (RfRs) may impact the
assessment of whether hedge accounting can be applied to certain hedging relationships.

BP is significantly exposed to benchmark interest rate components e.g. USD LIBOR, GBP LIBOR, EURIBOR and CHF LIBOR. All of
the group's existing fair value hedge relationships are directly affected by interest rate benchmark reform as they all manage interest
rate risk. Further information about the group’s fair value hedges is included in BP Annual Report and Form 20-F 2019 - Financial
statements - Note 30 Derivative financial instruments - Fair value hedges.

BP adopted the amendments to IFRS 9 and IFRS 7 ‘Financial Instruments: Disclosures’ relating to interest rate benchmark reform
with effect from 1 January 2020. This first phase of amendments provides temporary relief from applying specific hedge accounting
requirements to hedging relationships directly affected by interest rate benchmark reforms.

The reliefs provided by the amendments allow BP, in the event that significant uncertainty around the reforms arise, to assume that:

— the interest rate benchmark component of fair value hedges only needs to be assessed as separately identifiable at initial
designation; and

- the interest rate benchmark is not altered for the purposes of assessing the economic relationship between the hedged item
and the hedging instrument for fair value hedges.

In accordance with the transition provisions, the amendments have been adopted retrospectively to hedging relationships that existed
at the start of the current reporting period and will be applied to new hedging relationships designated after that date.

The reliefs have meant that the uncertainty over the interest rate benchmark reforms has not resulted in discontinuation of hedge
accounting for any of BP's fair value hedges.

The second phase of IFRS amendments were issued by the IASB in August 2020 to address the financial reporting impacts of
transitioning from IBORs to RfRs. These amendments will be effective for BP from 1 January 2021.The amendments are not yet
endorsed by the EU or the UK. BP has set up an internal working group to monitor and manage the transition to alternative
benchmark rates and are currently assessing the impact on contracts and arrangements that are linked to existing interest rate
benchmarks, for example, borrowings, leases and derivative contracts. BP is also participating on external committees and task
forces dedicated to interest rate benchmark reform.

ﬁ?ié‘f/ﬁ)ém/??'a%/m/m BP p.l.c. (Source : BP p.l.c. Group results Third quarter and nine months 2020)
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