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[bookmark: _Toc101779935]Introduction
The report will in depth exhibit the concept of International Financial Management, in the context of the British Petroleum Corporation BP. The concept will be explained in the context of the International Financial Management IFM theories. The report will explain the reason behind the internationalisation of the British Petroleum Corporation. It will also cover the risk factors that might affect the BPs investment opportunities in the host countries. The report will future describe the sources of Finance in the British petroleum company and try to critically analyse the factors.  The report will also try to bring out the capital structure of the company and provide analysis and evaluation for the same. It will further highlight the strategies that the company has adopted to mitigate the financial risks in the company. The report will also try to provide some recommendations for the British petroleum company that the company might consider in their internal strategies in future. 


[bookmark: _Toc101779936]“Critically analyses reasons why BP corporation internationalised
Energy transmission has been one of the great challenges of oil industries. The high demand of energy transmission has become one of the major factors that encourages the oil industries to enter into the international market (Lobov and Rybin, 2021). As innovation is one of the main aspects in the business, to increase the value creation for its customers while moderating their operations the oil industries have been working towards building strategies and plans to enter into the international market. 
The factors that triggered the BP company to enter the market is because of the other oil importing companies operating in nations such as China and Russia have been securing its resources and increasing its revenue generation. (Panibratov and Michailova, 2019). The major aims and goals to enter the international market is diverse, that includes securing markets, collaboration with the highly fascinating hydrocarbon resources to strengthen the competence. Other factors include massive competition among the oil companies in the local market, and the pressure to increase the economic value returns (Lobov and Rybin, 2021). All these factors have played a significant role in encouraging the British petroleum company to enter into the International Market in order to sustain long term growth. 
“Value Proposition”
Value proposition simply means the promise or the answers that a company needs to make to its customers for convincing loyal customers to buy your products rather than similar products of competitors (da Silva Lopeset al., 2019). Excellent value proposition can allow BP to retain and acquire potential customers both in domestic as well as foreign markets. To increase the value proposition of the company, the British petroleum company will work together with all stakeholders to market products in such manner that it could communicate to targeted customers and connect the core values of products to actual problem of the customers. Eventually, this would allow the company to scale up its current growth rate along with its competitive position in global marketplace.   
“Market Opportunities”
Entering into the international market the British petroleum company will have different opportunities in the international market, which is not quite possible in the local market. To gather the market opportunities in the international market the company worked to maximise the level of profitability in the company, in order to do so the company has focused on different aspects such as defining clear and focused internationalisation strategies.  To select international marketing opportunities, the BP PLC company focused on different aspects such as risk, market development, regulations and so on (Lobov and Rybin, 2021). The BP PLC company was successful in developing their oil fields into other countries and established oil refineries in different countries such as Alaska’s Prudhoe Bay situated in the United States (Gu and Zhou, 2020). 
Increased Shareholder
The other factor that encourages the BP PLC company to enter into the international market is to increase the shareholder of the company. It is also important to ensure the commitment of the shareholder and to raise the awareness of the unfamiliar situation in international investment, in order to get back the valuable return. In the year 1994, the British Government became the BP PLC companies most important shareholder. In the year January 1995, the company became the holding company. Later at the beginning of the year 1977, the British government reduced its ownership and sold its shares to the public (Kheir-andishet al., 2018). 
[bookmark: _Toc101779937]Critically analyses how country risks may affect BP’s investments opportunities in host countries
In terms of investment, investing in international markets also has its positive as well as negative consequences. The situation in respect to the business operation in the other foreign countries and the consequences in reference to the rules and regulation of the respective countries is defined as the countries risk factors.  The major factors which led to major loss of the company (Adebayo et al., 2021). The uncertainty factors might include lack of understanding of legal requirements, Political instability, Economic inflation, environmental aspect, technological influences, exchange rate and so forth. 
Legal Requirements
The BP PLC company should ensure the legal requirements of the respective country while doing business operations. The Legal risk encountered in the US might include construction permits and electricity. To start business in the United States, it requires a minimum of 89 days to get the construction permission form the US Government that includes 15 procedures which need to be followed by the company (Gu and Zhou, 2020). The BP PLC company also needs to consider the Registering property in terms of starting business with the US, registering needs a minimum time of 12 to 13 days, it includes title report, environment review and so on. It might create a lot of havoc for the BP PLC company to complete the procedure. Some of the legal requirements are the Employment Act 1996, Environmental Protection Act 1990 and so on. These acts are followed by BP PLC company while functioning in the UK. All these above-mentioned factors come under the legal risk that become a risk factor for the BP PLC company in the international market.
“Political instability”
The BP PLC company also needs to consider the political factors while doing business with the other companies, while doing so the company will have a brief knowledge of the political condition of the respective countries which will help the company in structuring the strategies and preparing the company to handle the situation in future (Adebayoet al., 2021). 
Economic inflation
The BP PLC company might also face economic risk in doing business with the other different countries, economic risk is defined as the risk factor in terms of capital investment made in the foreign countries, which triggers with the change in business conditions, and the negative effects of the macroeconomic factors and so on (Adebayo et al., 2021). 
Environmental aspect
In this fast-growing environment friendly world. The business should consider environmental aspects in the decision-making process of the company. It will also encourage the other firms to motivate the other business operator to include environmental aspects in the business and include value proposition. The environmental risk includes pollution, noise, radiation, climate change and so on. In the context of the US, environmental risk includes Climate change, energy, deforestation, mining, nuclear accidents and so on (Peszkoet al., 2020). 
[bookmark: _Toc101779938]Critically analyses and evaluates BP Corporation’s sources of finance
The source of finance is defined as the form where the business gets money in order to formulate business activities in the company (Dyatlovet al., 2020). The business organisation gets funded by two factors from either internal or external resources. In reference to the financial report of 2011 to 2012, the BP PLC financial analysis is done with the help of authentic financial ratios. To recognise the BP PLC position in terms of working capital management and capital, cash flow, long term capital, profitability and so on (Dyatlovet al., 2020). 
The financial frame of the British petroleum for the capital allocation includes resilient dividend, strong balance sheet, investing at scale in energy transmission, investing to maximise value, share buyback commitment (Dyatlovet al., 2020). The company gets funded with the help of:
Grants 
The British petroleum company was in the hands of the Government and the Government was the principal stakeholder till the year 1914. The government takes the form of the source of finance in the company, it makes the organisation capable of meeting the aims and objectives of the company. In the context of the BP PLC, Government had aided funds till the year 1914 as it was a government aided company (Strauch et al., 2020). In the year 1977, the government slowly reduced its shareholders by selling its shares to the public and in the year 1980, BP PLC was completely transformed into a public limited company as the government has already sealed its remaining shares to the public. The UK Government is the most appropriate example for granting funds. The funds that the BP PLC company can range between € 500 to over € 1 million. The grant is the most accepted source of income for any business organisation as it does not have to be paid back to the government. 
Shares
The BP PLC company gets funded with the help of shares; the company sells its shares to the public by selling some part of the ownership in return for cash. The BP PLC company is one of the examples for sharing equality financing to generate the cash flow in the company (Azhgaliyevaet al., 2018). The company issues share to generate the massive source of income, with an expected period of time. In terms of other sources of funding the company must pay back the government amount of loans or funds but in terms of share the company does not have to repay the amount of cash flow generated with the help of its own company shares. The BP PLC company is now a public limited company as the government has sold all its shares to the public. The company is now funded by the public. The company sells its shares in terms of cash flow and the public will get some amount the company’s profit in terms of Dividend. It is defined as the profit which is distributed by the company to its shareholders. The BP PLC company's profit is distributed to its shareholders (Sun et al., 2021).  
[bookmark: _Toc101779939]Critically analyses and evaluates BP Corporation’s Capital structure
Capital structure is defined as how the company allocates its funding to its overall business operations. It is the mixture of debt and equity in the business operations. The debt and equity are used by the company for financing its overall business operations that helps in the growth of the business (Rahman, 2019). Debt can be defined as the borrowed or lend money which must be paid back to the lender with the additional interest. Equity as it is discussed above is the ownership rights of the company that does not to be paid back. The capital structure of the company is found in the balance sheet of the company which also includes assets, with purchased debt and equity (KİRACI, 2018). The BP PLC consists of ordinary shares and the value of each share is US$0. 25 each. The first preferred share has its cumulative percentage of 8 and the second preferred shares and its cumulative value is 9 %.  
The total expenditure of the BP PLC company in the year 2020 is $14.1bn. The accounting technique used to allocate the investment in the operational function is the amortisation method. The depreciated value in the year 2020 is the $14. 9bn. The depreciation value is the same in 2021 (KİRACI, 2018). The post-tax incurred for the Gulf of Mexico is expected to be $1.6 bn which is less in the year 2021. The annual charge incurred in the year 2020 is %1.0bn and which is expected to move in the year 2021. 
The BP PLC capital structure from 2017 to 2018, the authorised capital for the equity share is expected to be 15.0cr and the issued capital issued by the BP PLC company is 3.0cr. The company shares are expected to be 3011800. The share value for each share is 10.0 and the capital value is expected to be 3.0 Cr (Rahman, 2019). In the year 2019 to 2020, the authorised value by the BP PLC company is expected to be 15.0cr and the issued value is 3.0 cr. The face value for each of the equity shares is 10.0 and the capital value is 3.0 cr. Respectively in the year 2020 to 2021, the authorised value by the BP PLC company is expected to be 15.0cr and the issued value is 3.0 cr. The face value for each of the equity shares is 10.0 and the capital value is 3.0 cr.
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“Critically analyses and evaluates the strategies that BP corporation has adopted in managing their financial risks”
The BP PLC company monitors and manages risk and unfamiliar consequences which impact the strategies and the ability to deliver the best performances. The management system, structure of the organisation, standard of processing code of conduct, behaviour together form an organisation who is responsible for managing the financial risk in the BP PLC company. 
BP PLC Risk management system
The risk management system is structured and designed to provide consistent and clear information about the risk factors in the operational group to the management board in the company (Battisti et al., 2019). The main purpose of the system is to analyse the risk factors and maximise the business effectiveness and outcomes in the company. The strategies include:
“Implementation of Metrics”
The BP PLC Company used metrics in every decision making in the company to mitigate the financial risk in the company. Sometimes the metrics can be qualitative rather than quantitative. Qualitative in terms of words. For instance, when the company is working towards reducing company’s expenses, the company does not include the human resources in the company (Mojaradet al., 2018). 
“Prepared to cover a loss”
The BP PLC Company is always prepared for the consequences, whether in terms of financial or in terms of other factors. In terms of finance the financial risk management plan is always important to control the risk or to overcome the loss. 
“Debt to capital ratio”
The depth capital ratio is defined as the technique that offers a basic picture of a company's financial structure, as to how the company is handling its financial operations. It is also regarded as the indicator of the company's financial stability. The ratio is a comparison between the company's “short-term debt and long-term depth”. With the capital invested by both companies’ shareholder and debt financing. Formula for Debt to capital ratio
Debt/capital= Debt/ (Debt shareholders equity)
“Debt to equity ratio” 
The debt to equity is the company's major tool to compare the measure of the company's debt financing to equity financing (Monteiro et al., 2020). This method will help the company to analyse the company's debt obligations. 

[bookmark: _Toc101779941]Recommendations
The BP PLC Company has been recommended that it should focus more on strengthening their strategies to enter the North American Market, which are likely to increase. The move will also have an impact on the BP PLC Company to reduce its exploration and production and invest in establishing new oil refineries in the other unexplored countries. The other factors include in which the company can improve in is to build strategies of investment in developing new oil fields, in doing so the UK Government has been providing different schemes and programmes for the exploration of the new oil fields. 
The company should ensure that they take full advantage of the Government provided programmes and schemes that will help in exploring new oil refineries and developments. The BP PLC company also should focus on the sustainability of the resources and increase its production. Since the growing eco-friendly environment where most businesses are incorporating eco-friendly decisions, the company is also recommended to implement environmentally friendly measures to incorporate in the decision-making processes, such as reducing freshwater usage and implementing water recycling, preventing methane leaks and oil leaks, investing more on renewable resources and so on.  

	



[bookmark: _Toc101779942]Conclusion
The report has successfully explained the concept of International Financial Management. The report is based on the British Petroleum Corporation BP PLC. The report has successfully highlighted the reason behind the internationalisation of the British Petroleum company. It has brought out the major risk factors that might affect BP's investment opportunities and the host countries. The repost has exhibited the sources of Finance in the British petroleum company and tried to critically analyse the factors. It has also in depth explained the capital structure of the company and provided analysis and evaluation for the same. The resort has further explained the strategies that the company has adopted to mitigate the financial risks in the company.  
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