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Financial management relates to the systematic and constructive management of an organisation’s financial resources. The core objectives of financial management are maximising profits of a company and its shareholders, undertaking strategic financial decisions and ensuring an efficient cash flow (Cornwall, et al., 2019). International financial management helps a company in evaluating various important financial aspects on a global scale including the exchange rate and currency markets, and related risks including financial for achieving its broader organizational objectives  (Madura, 2020). The current report will undertake a case study of  BP Plc (BP) a British company founded in 1909 with headquarters in London, the United Kingdom is a global major in oil, gas, and energy. Its operations across the natural gas supply chain start right from exploration to sale and marketing of energy products. (BP, 2022). The report will critically evaluate BP’s financial management strategies with respect to its dividend distribution policy, operations and methods of appraising projects. 
[bookmark: _Toc99391223]Critical Evaluation Of BP’s Dividend Distribution Policy
Dividend distribution policy is undertaken by a company’s board of directors to decide how much of the annual earnings would be retained and how much would be distributed to their shareholders as a dividend in return for their investments in the shares of the company (Kanakriyah, 2020). Dividend distribution is, therefore, a key criterion for evaluating a company’s financial health and performance. As per the relevance theory of dividends, a good dividend policy has the capability to positively impact an organisation’s stock market positioning  (Laopodis, 2021). The theory states that higher dividend to shareholders tends to increase stock and vice versa. As dividend impacts a company’s market value, a dividend distribution policy holds significance for a company’s long term growth perspective. 
BP has been regularly rewarding its shareholders through a robust dividend distribution policy.  BP’s board of directors decide on the dividend to be distributed with each quarter’s results. For instance, any interim dividend declared by BP gets paid within eight weeks after the said declaration, paid for each share based on the number of shares owned by its shareholder at the time of declaration of dividend  (BP-Corporate News, 2022).  For instance, during the first quarter of 2017, the combined dividend distributed by Shell and BP accounted for £4.8bn of the total £12.5bn from FTSE 100 dividends (Holmes & Orozco, 2017). This shows that BP has strongly advocated the regular distribution of its earnings among its huge shareholder base. 
BP’s current overall strategy is focussed on three core areas namely, Developing Resilient Hydrocarbons towards upgrading the existing portfolio, reducing emissions, and generating returns; Convenience and Mobility towards doubling EBITDA, maintaining earnings, and being customer-centric; and Low Carbon Energy oriented operations focussed on efficient funding management and returns  (BP-Strategy, 2022). BP intends to become an integrated energy company, leading to a greater focus on renewable investment, thus ramping up its renewables investments and reducing the generation of hydrocarbon by 40% by 2030. This has resulted in the company declaring loss for the second quarter of 2020. This loss impacted its dividends with the second quarter dividend for 2020 seeing a cut of  50% reduction to 5.25 cents/share as compared to the 10.50 cents/share declared during the first quarter of 2020 (CNBC, 2020). This impacted the shareholders dividends pay out as they earned less for the second quarter as compared to the first quarter of 2020. However, BP’s new strategy is built with an intention to ensure committed distributions though the dividend per share has been lowered, at buyback with at least 60% of surplus free cash. With its new strategy, the company expects a 7%-9%  growth annually in EBITDA per share to 2025, and drive sustainable value through increased investment across low carbon, non-oil and gas (BP-Corporate News, 2022). Though investor returns have diminished due to the change in the company’s strategy towards decarbonising initiatives, thus helping build a sustainable ecosystem, over time it would those investors who wish to be part of this initiative.  
[bookmark: _Toc99391224]Critical Analysis Of Efficient Market Hypothesis Theory for BP’s Operations
The efficient market hypothesis (EMH) indicates that share prices consider all information and trade at their fair market price in a stock exchange. EMH thus reflects that any new market information gets simultaneously reflected in the share price. This further imply that technical or fundamental analysis is irrelevant for an investor for earning higher returns as compared to randomly chosen stocks  (Lo, 2019). EMH thus implies that investors gain via investment across a low-cost and passive stock portfolio. However, EMH does not expect investors to gain higher returns if they do not accept more risks. 
The global oil market is a major commodity market impacting other key economic variables significantly. As such owing to its integral role, there is seen to be a  positive correlation between global oil prices on GDP growth works, financial markets,  stock market volatility and so on  (Alamgir & Bin, 2021). Any volatility in oil prices thus tends to impact the stock market. Higher oil prices globally drive the stock price, indicating that EMH does not work for the South Asian countries. Therefore, to remove market barriers and make it more efficient, policymakers should work towards developing initiatives like expanding market capacity and the like  (Alamgir & Bin, 2021). As oil holds significance to all other economic sectors it becomes imperative to understand how EMH holds good for this market. For instance, applying the EMH concept to BP’s operations by citing how BP’s oil spill encountered on April 20, 2010, impacted its share price and investor sentiment. The oil spill caused an estimated leakage of 3.19 million barrels oil into the Gulf of Mexico. This spill hugely impacted BP’s stock price as seen in Figure 1. 
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Figure 1: Source  (Koda, 2016)
Owing to the incident and the resultant impact on the environment, the company’s stock price went on decreasing until it bottomed out on June 25, indicating nearly 55% decrease  (Koda, 2016). This shows that the stock market and the oil market are intertwined and external factors will keep impacting the stock market. Owing to the negative stock impact of BP, had its effect on its competitor pricing owing to the multiplier effect, as investors believed that BP’s competitors could also face similar potential risks  (Koda, 2016). So, investors will not just rely on market information but will also undertake further analysis and try to sell their shares before share prices further decrease on occurrence of such events. Also, it was seen that companies with greater environmental disclosure had a small negative impact on shareholder wealth post the oil spill  (Heflin & Wallace, 2017). Though the EMH is a key theory to predict stock market volatility, still by citing BP’s operations it can be seen that investors not only rely on market information but also rely on their analysis and judgment for making investment decisions. 
[bookmark: _Toc99391225]Critical Analysis and Evaluation of BP’s Project Appraising Methods
In 2020, BP reformulated its core strategy to focus more on ramping its renewable energy investments and thus working towards a decarbonised and sustainable ecosystem. Changes were brought by BP with respect to its structure, leadership, working processes, and workforce size (BP, 2022). The company has set out net zero ambition and aims, having interim targets set for 2025 and 2030. Their new strategy as seen in Figure 2, has been developed for integrating business opportunities in this transition of energy specifically to environmental and societal concerns for providing long term value to all its stakeholders. 
BP’s New Strategy
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Figure 2: Source (BP ESG Investor Pack, 2021)
The new strategy adopted by BP is aimed at becoming an integrated energy company with a customer focussed and sustainable business approach for continual sustainable growth and profitability.  For instance, for generating growth and to fulfil its zero carbon emission aims, it has restricted its capital intensive projects focusing more on low carbon ad related energy activities (BP - Corporate , 2021). Likewise, it will not explore new countries and lower production significantly by 40% by 2030 (BP - Corporate , 2021). Similarly, to ensure maximum workplace productivity, the company aims to recruit top global talent and provide regular training to help them reach their optimum potential and adapt to a more sustainable business model. 
However, BP has incurred various challenges while implementing its key strategies. For example, the ongoing pandemic and post-Brexit challenges have seen BP witnessing supply chain challenges and labour shortages leading it to close a few petrol stations (Partington & Partridge, 2021). This situation may continue to impact the company for some time as most of its workforce is from the European Union  (Moradlou, et al., 2021). Also, its new strategy adopted a lean business framework which led to more job cuts  (BP Sustainability Report, 2020). To address such challenges, BP has reinvented its traditional upstream/downstream model to work towards a more integrated and focused approach through integrating interdisciplinary teams  (BP Sustainability Report, 2020). BP’s with its new strategy focused on creating long-term value for its key stakeholders by adopting a sustainable business model aims to become net-zero by 2050. 
[bookmark: _Toc99391226]Conclusion
The report considers the case study of BP – the global energy giant to understand how financial management strategies impact a company’s overall performance and health. BP has reinvented its strategy during 2020, to make itself an integrated energy company focused on low carbon energy initiatives and sustainable business operations. This restructuring has led to a change in the company’s dividend distribution during the second quarter of 2020, with a reduction in dividend per share. Also, EMH theory for BP shows how external factors impact its share prices and investor sentiments. The new strategy adopted by BP has seen BP focus on upgrading its energy investments and bringing in leaner business approaches to becoming an integrated energy company.
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