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Employee Share Ownership Presentation to the All Party Parliamentary Group (APPG)

Introduction

BP employs over 100,000 employees in over 80 countries including approx 17,000 UK employees.  BP has offered share plans to its employees since the early 1980’s  and has developed its share plans in line with the policy of believing that employees should be able to share in the success of the Group.  BP currently operates share plans in just under 80 countries.

Why does BP offer Employee Share Plans?

· BP believes strongly that employees should be able to share in the 
success of the Group.  The holding of shares by employees can help to 
improve performance because the employees have a stake in the 
company 
they work for and can more closely identify with the success and 
failure of 
the Group.  

· Participation and education in share plans sends a message to employees 
highlighting the close link between performance and reward.

· Share plans are used as a retention and recruitment tool. 

· At BP participation in share plans is viewed as part of employees overall 
reward package.

· 
BP wants to take advantage of favourable tax breaks offered by the 
government in the UK.  Tax breaks can be the key  to high participation 
rates and reduces some of the inherent risks involved in owning shares. 

· 
By providing share plans, BP offers its employees the ability to accumulate 
capital in order to realise personal financial goals.
What does BP get out of offering Share Plans?

· BP has encouraged its employees to become shareholders in the Company, 
they therefore understand the relationship between Group performance and 
reward so they can share in BP’s success.  

· Shareholder alignment increases the “Group Glue”, employees working 
towards a common goal, increase business understanding between streams, 
businesses and functions and increases the feeling of belonging and 
association with the BP brand.  

Employee Share Plans offered by BP

All employee Plans:

SharesaveUK

· Operated since early 1980s

· 3 and 5 year contracts offered

· Maximum discount of 20% applied to option price

· approx 70% of  employees currently participate, 17,000 eligible employees 
in 2006

ShareMatchUK (SIP) -

· Operated since 2001 with Partnership, Matching and Dividend Shares

· The company offers up to a 1:2 match ratio depending on company 
performance assessed annually. 

· Current match ratio of 1:1:5/6

· 91.6% of participating employees save the maximum contribution of £125 
per month, there are currently over 9,000 employees participating.

Global Sharematch 

· Annual one for one matching plan 

· Launched globally in 2001 with the objective of creating a global plan for all 
employees whilst at the same time taking into account local conditions.  
(average local salary is taken into consideration when calculating 
contribution rates). 

· Cash plan offered to employees in countries where it is problematic to hold 
BP shares

· 70+ countries, over 17,000 eligible employees, 11,000 participating

· Handful of local plans

Sharematch UK Overseas – mirror plan for UK expats

· Employees elect to make a deemed monthly contribution (up to a maximum of £75)

· Employees receive the same number of shares as a UK based employee contributing the same amount for the same period under ShareMatchUK.

Discretionary Plans

· Performance Share Plan launched in 2007 for 6,000 Senior Level Leaders. 
Employees given a performance
rating linked to a number of Restricted 
Share Units with a 3 year retention period.  There is an uplift  at the end of 
the 3 year restricted period based on whether BP’s “TSR” is competitive 
against its supermajor peers.  The objective of the Plan is 
to align individual 
performance with reward and Group performance.  

· Performance share plan replaced options granted since early 1980s.  

Executive Plans for leaders 

· Deferred Annual Bonus Plan launched in 2005 for 650 Group Leaders (senior 
executives) and replaced an executive stock option plan.  Employees are 
given a performance score which is used to calculate their Annual Cash 
Bonus.  Employees receive Restricted Share Units equal to an additional 50% 
of their Annual Cash Bonus.  There is a 3 year retention period, during which 
notional dividends are accumulated.  At the end of the retention period, the 
RSUs are converted to shares and released.  The objective of the Plan is to 
more strongly align individual performance with the longer-term value of the 
Group.
· Medium Term Performance Plan launched in 2005 for 650 Group Leaders 
(senior executives) and replaced a similar, but longer term, performance 
share plan.  Employees receive a grant of performance units based on their 
level and home country.  These performance units are held for three years, 
and then converted to shares based on a performance factor that compares 
BP’s performance in Total Shareholder Return and Free Cash Flow to our 
competitors.  At maximum performance, one performance unit equals one 
share.  
The objective of the Plan is to y align individual performance with the 
longer-term value of the Group and to help individuals focus on BP’s TSR and 
FCF goals.  

· BP Board members do not participate in the MTPP and DAB plans, but, 
instead participate in the Executive Directors Incentive Plan, which is a 
performance share plan.

Comparisons with other types of Reward

Reward at BP comprises the following:-

· Salary split into base pay and variable pay


Base pay  - rewards long term individual contribution

 
Variable pay  - rewards short term individual and team efforts that exceed 
and deliver business results. 

· Equity – rewards  the long term value of the Group and an opportunity to 
share  in the success of the Group. 

· Other benefits -  eg car allowance, subsidised health care etc

Education and Share Plans

· Readily available information on the website about share plans offered, 
how 
they are operated and eligibility.

· Employees able to print total reward statements detailing their individual 
reward entitlements including share plan holdings.

· Shares plan reward theme rooms held.

· Debate on how far we should educate employees and how much employees 
should take responsibility for their own financial knowledge especially 
important as employees may have accumulated a high proportion of their 
wealth in BP through salary, pension and their share plans.
 

· Financial advisors available to employees on request.

Questions

