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Executive Summary
The report deals with the major financial aspects of international expansion and financial management of an organisation. It has dealt with different aspects such as the sources of funds and capital structure of the company. It has to be noted that the report has emphasised certain major factors such as the organisational aspects of international finance. The importance of expanding the business can be considered to be one of the major factors which lead to the issuance of stocks internationally and the advantages have been discussed properly.
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[bookmark: _Toc98948982]Introduction 
One of the major ways in which a business organisation can ensure that is it growing at a steady rate is by expanding it.  The internationalisation of the business is noted to be an important way to follow in order for a company to grow at a steady rate. Nonetheless, it can be noted that business organisations cannot always grow steadily in the local market. One of the major reasons behind this is that the local markets can have a limited number of consumers. The organisation of interest for this report is British Petroleum which is an energy-based organisation based out of the UK. The current CEO of the organisation is Bernard Looney (British Petroleum, 2022). It is headquartered in London and has many subsidiaries such as Castrol. This report will shed light on how the organisation will be able to expand internationally and manage its finances. 


[bookmark: _Toc98948983]Critically analyses reasons why BP corporation internationalised
Internationalisation helps an organisation to be able to take various paths for achieving increased presence. It will be able to present the organisation with a plethora of market opportunities such as an increase in the number of consumers and better marketing techniques. Additionally, a business venture will be able to benefit from the side of the resources as well (Cost et al., 2020). It can be said that the business organisation will be able to improve its overall goodwill as well.  
Another important aspect to note here is the internationalisation of the business will ensure that the organisation can attract better resources at cheaper prices.  For instance, British Petroleum will be able to ensure that it has cheaper access to efficient labour by outsourcing the same from a foreign nation (Bekaert and Hodrick, 2012). Being an energy-based organisation, the company will be able to gain a lot from the nations which require more amount of energy products. In addition to this, the organisation will most important be able to increase its revenues. It has to be noted that any form of business growth will be directly aligned to the organisational revenue. 
British Petroleum with the help of the internationalisation theory will be able to ensure that it is being able to diversify into different markets. Diversification helps an organisation in attracting a new market of consumers. It must be recognized that British Petroleum will also be expected to consider the international cost of capital before it chooses to expand in a particular nation or market. The international cost of capital deals with the fact that the organisation will be required to analyse the minimum expected rate of return after investing in a foreign market (El Ghoul et al., 2018). 
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The sources of finance for an organisation are how it manages to attract investments on the organisation. It has to be noted that a business organisation as big as British Petroleum will require a plethora of sources of finance. Analysing the financial reports of the organisation it can be said that British Petroleum uses equity and debt as the major sources of finances (British Petroleum, 2022). These sources of financing are two of the most widely used ones in a major business organisation. Issuing of shares allows the organisation to draw funds from the general population. On the other hand, debt pertains to taking loans from banks or high-end individuals.
There are different perks and consequences of using these sources of finances.  One of the major advantages of the equity source of finances is that it allows the organisation to lessen the burden. It does not require the organisation to pay any form of monthly payments to any institution. During the beginning of the business, the company has to cater that the funds are channelised to the important aspects of business development. Nonetheless, a business venture might not be able to do this if it has to be paid monthly interest payments. In addition, this equity basis of financing will allow a business organisation to ensure that there is an important partnership with high-net-worth individuals. The high-net-worth individuals are well connected and provide important sources to the organisation (Zhang and He, 2019). A very significant position to take note of is that the organisation will be able to find better resources with the help of equity share capitals. However, it has to be noted that the organisation will have to give a share of the company to an investor. In other words, the company will have to ensure that it provides a proper portion of the profit to them.  The organisation will also have to share the control of business decisions with the investors.  In addition to this, not all investors will have the same point of view and therefore the organisation will have to manage conflict of interest. 
Debt on the other hand pertains to the activity of borrowing money from others to invest in the business. Essentially, the organisation will be able to retain its ownership.  It also allows business organisations to plan the activities more efficiently and there are no conflicts of interest as opposed to that of equity source of financing the organisation. More, organisation can also gain from lower interest rates (Becker et al., 2022). It provides various advantages to a business corporation one of them is the retention of the business owner.  Debt financing helps on ensuring that the organisation can claim tax deductions as well. 
However, the business venture will be needed to safeguard that the debt does not create an immense amount of pressure on it. These are various reasons why a business organisation might not prefer debt as a major source of financing. Corporate loans help in building better credit scores but come with a flip side as well the organisation will be required to provide collateral to the agency providing loans to the company (Ciancarini and Russo, 2020). One of the main aspects that are required to be considered here is that the organisation will have to take the burden of paying interest on the principal months every year. On the other hand, after paying off the entire amount of the debt the organisation will not have any remaining obligation to the provider of the debt.
In that note a business organisation will be required to ensure that it has a proper distribution of debt and equity to maintain proper balance. The balance between debt and equity can be maintained with the help of a proper analysis of the corporate needs (Mardani, and Fallah, 2018).  This allows the organisation to enjoy the advantages of both debt and equity sources of funds. It all depends on the risk appetite of the organisation regarding the way of financing one wants. Debt creates a burden of paying the interest while on another hand it does not give away the ownership rights to anyone. The equity source of finance does not create any form of a burden on the organisation although the ownership is transferred to the shareholders. Thus, British Petroleum must be able to properly manage its sources of funds to ensure better operational efficiency. 
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The capital structure pertains to the particular distribution of debt, equity and other financial sources of funds that the organisation has used to finance its activities.  For a business organisation, equity is considered to be one of the most important aspects that are required to be considered as a source of finance.  Considering the share capital of British Petroleum, it consists of the ordinary shares which can be issued by the corporation (British Petroleum, 2022). In addition to this, the main currency flow is the US Dollar.  In addition, the organisation also has debt in its capital structure.  It has to be noted that the organisation seems to have close to optimal capital structure. Thus, it can be said that there is a good mixture of debt and equity in the organisation which helps in minimising the cost of capital. 
An optimal capital structure helps an organisation to ensure that the risk of capital bankruptcy is lower. In addition to this, a good mixture of debt and equity allows the organisation to ensure that not all of the ownership has been transferred to the shareholders. One of the major reasons why optimal capital structure is important is that it helps in maximising the health of the company.  At this structure, the share value will be maximum while the cost of capital will be minimum. It has to be noted that the optimal capital structure is also important for the internationalisation of the business organisation (Brusov et al., 2018). However, achieving a perfect optimal capital structure is not a logical task. One of the major aspects that have to be noted here is that both equity and debt have their perks and consequences.  Because of that a business organisation is required to ensure that its capital structure matches its operational requirements. 
Taking into consideration the capital structure model, it can be considered that business organisations are required to ensure that their capital structure has a proper structure of their capital. The increased amount of financial leverage allows the organisation to increase its value. Certain financial ratios allow one to understand the relation between debt and equity of the organisation. The Debt-to-equity ratio compares organisation’s debt liability to shareholders’ equity (Brusov et al., 2018). It can be said that this ratio directly shows the organisation’s capital structure. A good debt to equity ratio lies within 2 to 2.5. The use of debt in the capital structure of the company will help in lowering the overall rate of tax. As debts help in decreasing the tax rates because it minimises the total income. On the other hand, having debt in the capital structure also has the disadvantage that it increases both a financial burden and as well as risk for the organisation. 
British Petroleum gains advantages from the equity source of finance in its capital structure. One of the main advantages of having share capital in the financial structure of the company is that it does not bring in the risk of bankruptcy and losing valuable resources. It does not bring in any form of obligation to the organisation for the payment of interest at regular intervals (Cohen and Neubert, 2018). On the other hand, the share capital in the capital structure would mean that the organisation will be required to give away the ownership to the investors. The internationalisation of the shares can be and must be realised in different ways by the business venture. 
Analysing the corporate valuation model helps an organisation to understand the requirement of issuing stocks internationally. The corporate valuation model helps in understanding the financial and brand value of the company. It has to be noted that these come with a major number of risks. International issuance of stock is a very hefty and complex procedure. It also includes the risk of foreign exchange market fluctuations (Cohen and Neubert, 2018). As the stocks of British Petroleum might trade in different currencies the risk of fluctuation of these currencies will negatively impact the business organisation. While the cost of capital might reduce by internationalisation to the stocks but it also brings in the added cost of technicalities within the organisation. 
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In the international stance of business, it is inevitable to get financial risk. With the incorporation of globalisation, financial risk will increase in distinct phases. In the energy market where, British Petroleum functions the organisation manages to face a wide variety of financial risks. One of the major risks that British petroleum faces in this market are pricing issues (British Petroleum, 2022). The oil markets are extremely volatile and can have an immense impact on the organisation’s pricing strategy. A sudden fall in the price of the oil would mean that the major valuation of its most important assets will also fall. There are different types of risk management models that are used by the organisation to hedge the same. More often than not a business organisation is required to anticipate the risks beforehand and get ready for the outcomes.
The organisation strives to ensure that the volatile aspect of the oil does not impact consumer prices or quality. One of the best possibilities in which the business organisation would safeguard that the risk of changing oil prices is dealt with is the help of the supply agreement alongside its prices (British Petroleum, 2022).. This helps in ensuring that the cost of operations does not increase much and impacts either the profitability of the organisation or the price of the fuel being sold by them.  The fixed price of supply allows the organisation to ensure that even if the price of the oil rises volatility, then it will be able to purchase oil at the same agreed price. The underlying price of the oil will not matter (Gong, 2021). This is generally done with the help of derivative tools such as the forward or futures markets.
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Figure 1: Fixed Price Physical Supply
(British Petroleum, 2022)
Managing financial risk is important to ensure that the organisation does not enter into any form of catastrophe. Additionally, the company must consider that there are different ways to achieve the same results. The use of derivatives is one of the most common ways of doing the same. In the standardised market, British Petroleum will be required to enter into a future contract with the suppliers to ensure that it saves itself from the risk of oil price volatility. A futures contract is a type of legal contract between the buyer or seller to trade in a good at a future date at a specified pre-determined price. It is one of the most popular forms of derivates used for controlling losses (Pyeman, 2019). 
One of the major advantages of futures contracts is that they are highly leveraged and extremely liquid. As these are standardised the risk of default is also particularly low as regular settlement is made with the help of the central clearing party. This helps in ensuring that the internationalisation of the business is facilitated efficiently. It is also a much-standardised aspect of providing security to the trading organisation (Pyeman, 2019).   However, it has to be noted that the futures contracts are extremely complex in nature and non-customisable. Such financial leverages are not handled properly then the organisation will be required to face extreme financial consequences. One of the major disadvantages of futures contracts is that if there is a price fluctuation at the downside of the market then it will have to pay more than the market value. Also, none of the parties gave any control over the future event thus it makes it extremely uncertain.
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The stock market is one of the major fields which can help the organisation in ensuring that it can raise funds without the risk of bankruptcy from debt. Internationalisation of the stocks includes the activity of making the shares available across borders. The British petroleum stocks can be traded at both New York Stock Exchange and the London Stock Exchange (British Petroleum, 2022). In recent days there has been immense development in the aspects such as Global Depository Receipt and American Depository Receipt. Furthermore, the business venture needs to prioritise that the shares are properly allocated to the investors. 
There are major aspects that are required to be ensured that the organisation can issue the stocks internationally.  One of the major advantages of issuing stocks internationally is that it allows the company to expand its shareholding market efficiently. It helps in reducing the cost of capital efficiently (Chaudhary et al., 2020). One of the major aspects that have to be considered is that issuing the stocks internationally will require the organisation to have an extremely capable and experienced team of financial managers. Now considering the fact that the organisation plans on expanding internationally it can be said that there are different types of intricacies it will have to consider. 
Issuing stocks international will also allow the organisation to ensure that they are able to properly take advantage of the international wealth.  If British Petroleum is able to properly analyse the nations which have high potential investors, then they will be able to properly set their tock issuance targets. Investments from various nations will also allow the corporation to ensure that they are able to increase their foreign currency power (Chaudhary et al., 2020). However, the internationalisation of stocks is rather a complicated process and requires immense legal and financial complications. 
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After all the analysis made, conclusion leads to the fact that the operations will be required to internationalise its business in different phases. There are several different forms of advantages that come with the internationalisation of business. Emphasizing that, the organisation will have to secure that its working capital is properly maintained. An organisation’s capital structure is generally used to guarantee that there are different types of funding sources included. Finally, a business organisation can use different sources of finances such as equity and debt. In the end, it can be said that expansion of business organisation will allow it to expand its market horizon properly. 
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