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·     Introduction  to  British  Petroleum  (BP)  [image: IMG_256]
British  Petroleum  (BP)  was  found  in  England  in  1909,  as  the  Anglo - Persian  Oil  Company  Limited.  The  company  primarily  focused  on  commercializing  Masjid - i - Suleiman  in  the  middle  east,  (Iran)  the  first  commercial  oil  discovery.                                                        (bp.com/content/Introduction and history)

BP  is  one  of  the  Worlds  leader  in  global  gas,  and  oil  companies,  as  research  and  studies  indicates.  British  Petroleums  (BP)  market / operate  their  products  such  as,  natural  gas,  oil,  trades  in  distillates,  &  crude  oil,  including  several  petro-chemical  products,  solar  portfolios,  renewable  energy,  via  wind  farms,  invest  in  lower  carbon  sources  of  energy,  like  Electric  Vehicles  (EV)  charging,  in  over  78  countries.  They  supply  their  customers  with  retail  services,  including  petro-chemical  goods  and  products,  for  daily  items,  energy  for  light  &  heating,  and  transportation  fuel.
                                                                         (Depattment  for  energy  and  Net  Zero) 

As  a  global  company,  BPs  activities,  and  interests  are  operated  via  subsidiaries.  These  subsidiaries  are  jointly  controlled,  and  subject  to  the  laws  &  regulations  of  BP,  Companies /Businesses  in  these  countries  Worldwide.  However  BPs  activities  and  interest  in  2010  covered  the  following  business  segments;  Exploration,  production,  marketing,  &  refining.  Its  activities  in  low - carbon  energy  are  managed  primarily  through  its  other  energy  businesses.
                                                                                                             (www.bp.com)
During  the  1920s  &  30s  The  Anglo - Persian / Iranian  oil  company  limited  became  pre-eminent  producer  of  oil  in  the  middle  east.  BP  gained  entry  into  marketing  internationally,  in  Africa,  Australia,  including  continental  Europe.
British  Petroleum  (BP)  entered  North  America  in  the  late  1960s  with  major  shares  of  Alaskas  North  Slopes  (Large  share  of  the  prudhoe  bay  oil  field)  and  its  discoveries.  The  following  year,  BP  also  took  huge  interest  in  Ohios  standard  oil.  By  the  late  1970s  BP  acquires  major  interest  in  standard  oil,  gaining  chemicals,  plastics,  interests  in  monsanto  carbide,  including  Europe  of  union.
                                                                         (Statistical  Review  of  World  Energy)
In  1998,  British  Petroleum  merges  with  Amoco,  this  merger  was  the  Worlds  biggest  industrial  merger  at  the  time.  This  led  to  BP  being  one  of  three,  leading  the  Worlds  gas  and  oil  industry.  The  merger,  also  gave  the  three  companies  opportunities  to  compete  through  a  distinctive  set  of  individuals,  market  positions,  and  assets.  Atlantic  Richfield  Company (ARCO)  joined  BP  in  2000  in  a  $34 - billion  deal,  providing  coast - to - coast  coverage  of  United  States  fuel  market.  In  addition  BP  aquiring  Burmahs  castrol  strengthens  led  its  market - facing  business  with  global  brand  recognision.

Lord  Browne,  after  years  of  being  BPs  chief  executive,  in  2007  was  succeeded  by  Tony  Hayward.  Its  deep  water  projects,  Greater  Plutonio  in  Angola,  &  Atlantis  began.  BP  brought  little  shareholding  of  its  refinery  in  Holland,  from  Chevron  and  sold  its  refinery  in  England.  However,  in  2010,  An  accident  on  BPs  deepwater  oil  rig  claimed  the  lives  of  over  10  men,  causing  enviromental  damage  in  the  Mexican  Gulf.  BPs  response  involved,  co - ordinating  about  47,000  individuals,  including  over  6,700  vessels  of  all  types.  This  also  led  to  Bob  Dudley  succeding  Tony  Hayward  as  its  chief  executive.
                                                                          (bp.com/content introduction & history)


At  present,  BPs  got  about  87,800  employees  worldwide,  about  29.88%  increase  from  2022.  Its  total  number  of  staff  globally,  as  research  and  studies  indicates  in  2022  was  67,000.  A  2.58%  increase  since  2021.  BPs  main  current  competitors  namely  are;  Shell,  ExxonMobil,  Total Energy,  Chevron,  Conocophillips,  SHV Energy NV,  etc  etc.
Murray  Auchincloss  is  BPs  current  chief  executive  officer.  Murray  has  been  CEO  for  BP  since  September  2023.  He  is  also  one  of  the  highest  paid  chief  executives  in  the  UK.  In  2023,  pay  packet  was  £8 million.
                                                             (www.bp.com news and insights press releases)


BPs  Key  Financial  Ratios :  Profitability,  Liquidity  &  Efficiency  ratios.
Accounting  statements  are  often  used  by  investors  to;
Compare  British  Petroleums  (BP)  with  itself,  via  analyzing  how  BP  has  changed  over  the  years.
Compare  BP  to  its  competitors  like,  Shell,  Total Energy,  Exxonmobil,  etc  etc  using  a  common  set  of  financial  ratios.  “DeMarzo & Berk, P.M., Corporate Finance, Latest Edition, Pearson Education”   “Martin, J, Keown, A, & Petty, W Foundation of Finance, Latest Edition, London, 8th Edition Pearson”.

British  Petroleum  Limited,  Financial  Statements  &  Annual  Report  2022.
  
Review of the business
The key financial and other performance indicators during the year were as follows:
2022 2021 Variance
$ million $ million %
Turnover 5,971 3,353 78
Operating profit 2,282 11,694 (80)
Profit for the financial year 1,591 10,951 (85)
Total equity 60,777 64,065 (5)
2022 2021 Variance
% % %
Quick ratio* 47 72 (25)
Gross profit percentage** 33 36 (3)
* Quick ratio is defined as current assets (excluding stocks, debtors falling due after one year, derivatives
and other financial instruments falling due after one year and deferred tax assets) divided by current
liabilities.
** Gross profit percentage is defined as gross profit divided by turnover.
                                                                              (bp - international limited - 2022 pdf)

FOR THE YEAR ENDED 31 DECEMBER 2022
BP INTERNATIONAL LIMITED
2022 2021
Note $ million $ million
Turnover 3 5,971 3,353
Cost of sales (4,005) (2,143)
Gross profit 1,966 1,210
Dividend income 6,233 6,329
Administrative expenses (1,161) (1,351)
Other operating income 101 63
Impairment of fixed asset investments 12 (13,579) —
Reversal of impairment of fixed asset investments 12 8,722 5,443
Operating profit 4 2,282 11,694
Interest receivable and similar income 6 2,857 937
Interest payable and similar expenses 7 (3,487) (1,677)
Profit before taxation 1,652 10,954
Tax on profit 8 (61) (3)
Profit for the financial year 1,591 10,951
The profit of $1,591 million for the year ended 31 December 2022 was derived in its entirety from
continuing operations.
                                                                  (bp - international limited - 2022 pdf)

OR THE YEAR ENDED 31 DECEMBER 2022 BP INTERNATIONAL LIMITED 2022 2021 Note $ million $ million Profit for the financial year 1,591 10,951 Other comprehensive income Items that may be reclassified subsequently to profit or loss Currency translation differences 35 (23) Costs of hedging marked to market 20 61 (105) Costs of hedging reclassified to profit or loss 20 25 21 121 (107) Other comprehensive income for the year net of tax 121 (107) Total comprehensive income for the year 1,712 10,844
                                                                             (bp - international limited - 2022 pdf)
                                                     Balance  Sheet 
AS AT 31 DECEMBER 2022 BP INTERNATIONAL LIMITED (Registered No.00542515) 2022 2021 Note $ million $ million Fixed assets Intangible assets 10 347 331 Tangible assets 11 717 740 Investments 12 102,548 97,322 103,612 98,393 Current assets Stocks 13 3,705 3,032 Debtors – amounts falling due: within one year 14 30,497 33,356 after one year 14 65,835 61,646 Derivatives and other financial instruments: within one year 20 1,736 560 after one year 20 409 425 Cash at bank and in hand 20,762 23,178 122,944 122,197 Creditors: amounts falling due within one year 16 (110,248) (79,290) Derivatives and other financial instruments due within one year 20 (2,016) (569) Lease liabilities 17 (74) (79) Net current assets 10,606 42,259 TOTAL ASSETS LESS CURRENT LIABILITIES 114,218 140,652 Creditors: amounts falling due after more than one year 16 (47,618) (75,200) Derivatives and other financial instruments due after more than one year 20 (5,336) (789) Lease liabilities 17 (406) (504) Provisions for liabilities and charges Other provisions 22 (81) (94) NET ASSETS 60,777 64,065 Capital and reserves Called up share capital 23 50,641 50,641 Costs of hedging reserves 24 (104) (190) Foreign currency translation reserve 24 81 46 Profit and loss account 24 10,159 13,568 TOTAL EQUITY 60,777 64,065 Approved by the board of directors and signed on behalf of the board by: J A Hodgson Director  
                                                                      (bp - international limited - 2022 pdf)
       
                                            Statement  of  Change  in  Equity
FOR THE YEAR ENDED 31 DECEMBER 2022 BP INTERNATIONAL LIMITED Called up share capital Costs of hedging reserve Foreign currency translation reserve Profit and loss account (Note 23) (Note 24) (Note 24) (Note 24) Total $ million $ million $ million $ million $ million Balance at 1 January 2021 50,641 (106) 69 2,617 53,221 Profit for the financial year — — — 10,951 10,951 Other comprehensive income for the year — (84) (23) — (107) Total comprehensive income for the year — (84) (23) 10,951 10,844 Balance at 31 December 2021 50,641 (190) 46 13,568 64,065 At 1 January 2022 50,641 (190) 46 13,568 64,065 Profit for the financial year — — — 1,591 1,591 Other comprehensive income for the year — 86 35 — 121 Total comprehensive income for the year — 86 35 1,591 1,712 Dividends paid — — — (5,000) (5,000) Balance at 31 December 2022 50,641 (104) 81 10,159 60,777
                                                                      (bp - international limited - 2022 pdf)

                                             Notes  to  the  Financial  Statement
Significant accounting policies, judgements, estimates and assumptions (continued) Significant judgements and estimates: impairment of investments (continued) 2022 price assumptions 2023 2025 2030 2040 2050 Brent oil ($/bbl) 77 70 70 58 45 Henry Hub gas ($/mmBtu) 4.00 4.00 4.00 3.50 3.50 2021 price assumptions 2022 2025 2030 2040 2050 Brent oil ($/bbl) 71 61 61 56 46 Henry Hub gas ($/mmBtu) 4.08 3.06 3.06 3.06 2.80 The majority of bp’s reserves and resources that support the carrying value of the group’s existing oil and gas properties are expected to be produced over the next 10 years. In cases where fair value less costs to sell is used to determine the recoverable amount of an asset, where recent market transactions for the asset are not available for reference, accounting judgements are made about the assumptions market participants would use when pricing the asset. Fair value less costs to sell may be determined based on similar recent market transaction data or using discounted cash flow techniques. Where discounted cash flow analyses are used to calculate fair value less costs to sell, estimates are made about the assumptions market participants would use when pricing the asset and the test is performed on a post-tax basis. Sensitivity analyses The interdependency of these inputs, risk factors and the wide diversity of the company's oil and gas properties limits the practicability of estimating the probability or extent to which the overall recoverable amount is impacted by changes to one or more of the underlying assumptions. The recoverable amount of oil and gas properties is primarily sensitive to changes in the long-term oil and gas price assumptions. Sensitivity analysis may be performed if a specific oil and gas property is identified to have low headroom above its carrying amount. 
                                                                           (bp - international limited - 2022 pdf)


4. Operating profit This is stated after charging / (crediting): 2022 2021 $ million $ million Net foreign exchange losses a 281 238 Research and development costs expensed b 80 62 Amortization of intangible assets b 90 74 Depreciation of tangible assets b 37 47 Depreciation of right-of-use assets b (Note 11) 78 103 Impairment of tangible assets b (Note 11) – Owned tangible assets — 124 – Right-of-use assets 18 38 Impairment of fixed asset investments (Note 12) 13,579 — Reversal of impairment of fixed asset investments (Note 12) (8,722) (5,443) Cost of stock recognized as an expense a 1,774 453 Loss on sale or termination of operations b 49 132 a Amount is included in Cost of sales. b Amount is included in Administrative expenses. 5. Auditor’s remuneration 2022 2021 $ million $ million Fees for the audit of the company 4 3 Fees paid to the company's auditor, Deloitte LLP and its associates for services other than the statutory audit of the company are not disclosed in these financial statements since the consolidated financial statements of BP International Limited’s ultimate parent, BP p.l.c., are required to disclose non-audit fees on a consolidated basis. 6. Interest receivable and similar income 2022 2021 $ million $ million Interest income from amounts owed by group undertakings 2,588 834 Other interest income 269 103 Total interest receivable and similar income 2,857 937.
                                                                        (bp - international limited - 2022 pdf)

Profitability  Ratios,  (BP)  Gross  Margin,  How  much  BP  earns  from  each  dollar  of  sales,  after  purchasing  the  goods  or  product.

                                             Gross  Margin  =  Gross  Profit
                                                                                Sales

                                                                               1,966
                                                                               4,005   =   0.490
                        
                                                                      
Profitability  Ratios,  (BP)  Operating  Margin,  How  much  BP  receives  or  earns  before  interest  and  government  taxes,  from  each  dollar  of  sales  in  their  goods  and  products.

                                     Operating  Margin     =  Operating  Income
                                                                                        Sales

                                                                    2,282
                                                                    4,005   =   0.569

Profitability  Ratio,  (BP)  Net  Profit  Margin,  The  fraction  of  every  dollar  in  cash,  or  revenue  that  is  present  to  equity  holders  after  BP  pays  taxes  to  the  government  and  interest.

                                      Net  Profit  Margin  =   Net  Income 
                                                                                  Sales

                                                                              10,951
                                                                                4,005   =   2.735


Liquidity  Ratios,  (BP)  Current  Ratios,  The  ratio  of  current,  or  present  assets  of  BP  to  present  liabilities.

                                      Current  Ratio  =  Current  Assets
                                                                Current  Liabilities

                                                                      3,705
                                                                     114,218   =   0.0324


Liquidity  Ratios,  (BP)  Quick  Ratio,  The  ratio  of  present,  or  current  assets  of  BP  other  than  inventory  to  current  liabilities.
                    
                                      Quick  Ratio  =  Current  Asset  -  Inventory
                                                                       Current  Liabilities

                                                                  3705  -  3705
                                                                        114,218      =   3,704


Liquidity  Ratios,  (BP)  Cash  Ratio,  The  most  tight  liquidity  ratio.

                                                     Cash  Ratio  =   Cash
                                                                         Current  Liabilities

                                                                             20,762
                                                                            114,218   =   0.1817


Efficiency  Ratios,  (BP)  BPs  Asset  Turnover,  Effiencies  first  broad  measure,  is  asset  turnover.
                                                     Asset  Turnover  =  Sales
                                                                                Total  Assets


Efficiency  Ratios  (BP)  BPs  Fixed  Asset  Turnover,  Apparently  since  BPs  total  assets  include  its  assets  that  are  not  involved,  directly  in  generating  sales,  one  of  its  managers  might  also  look  at  its  fixed  assets  turnover.

                                            Fixed  Asset  Turnover  =  Sales
                                                                                 Fixed  Assets

Evaluations  of  the  above  Ratios:
The  above  ratio  figures  are  from  British  Petroleums  (BP)  financial  statements,  &  annual  report  (Review  of  its  business)  year  ending  31st  December  2022,  2021  variances,  in  $ Millions.
According  to  research,  and  the  statements  above,  including  calculations,  British  Petroleum  (BP)  has  made  immense  profit  collectively  in  2021  &  2022.
                                                                                                      (www.Ukessays.com)

Extensive  research,  articles,  and  studies  indicates  British  Petroleum  (BP)  has  achieved  its  competitive  advantage  over  its  competitors;   Petrol China,  Royal Dutch Shell,  SHV Energy NV,  Chevron,  Conoco-phillips,  Shell,  Total Energy,  &  ExxonMobil,  etc  etc  through  its  business  plans  and  strategies.  These  strategies  include,  cost  cutting  on  its  products  such  as  natural  gas,  oil,  crude oil,  petrochemical products,  solar portfolios,  renewable  energy,  etc  etc.  Working  efficiently  on  research  and  development  (R&D)  including  utilizing  its  sales,  and  marketing  strategies.                                                                              (Statista)

British  Petroleum  (BP)  shares  according  to  Statista  (Statistics,  Forecasts & Surveys.  4 - 5 year  Market  Forecasts  its  experts  offer)  in  Britain  2023.  Shell,  Esson,  including  British  Petroleum  (BP)  had  the  higest  market  share  of  petrol  Stations  outlet  in  Britain  in  2023.  Apparently  at  about  13.9,  15.2  and  13.7%.  However,  out  of  supermarkets,  Tesco  had  many  share  station  outlets  at  about  6.1%                                                                                                (www.statista.com)

Recommendations  on  improving  BPs  Financial  Management:
At  present,  businesses  companies  organizations  and  enterprises,  BP  for  example  need  to  run  and  operate  their  businesses  in  uncertainties.  As  far  as  BPs  financial  stability  is  concerned,  it  is  essential  for  itself  and  its  creditors.  The  more,  or  higher  financial  stability  of  BP  the  higher  its  level  of  stability  financially  resulting  to  probabilities  that  it  will  meet  its  responsibilities  and  obligations  globally.  Example  in  paying  off  its  debts.
However,  if  BP  is  not  able  to  pay  off  its  depts  this  will  lead  to  unplesant  results  eg  leading  BP  to  bankruptcy.
                             (analysis-of financial-stability-and-profitability-of-BP-2014 - 2020)

Studies  and  research  also  indicates,  BPs  liquidity  ratios  from  2014 - 2019  and  also  according  to  (Lozinskaia, 2017, P 842  Table 2  Long-term Solvency indicators  of  BP)  Debt / Equity Ratio (including financial borrowings)  were,  0.47   0.54   0.6   0.63   etc,  etc.
Debt / Equity Ratio  (including liabilities)  were  1.52   1.66   1.72   1.75  etc,  etc.  Having  analyzed  BPs  Debt  ratios,  BP  needs  more  experienced  qualified  staff  to  compare  its  financial  managements  strategy  with  competitors  for  a  lengthy  period  of  time.  BP  should  also  expand,  or  increase  its  earnings  before  interest  taxes  depreciation.  Most  of  its  financial  difficulties  were  also  mostly  connected  with  not  genetating  much  profit.
                                                             (www.bp.com/en/global/corporate/investment) 


Investment  Appraisals  (BP):
Capital  budgeting,  also  known  as  Investment  appraisal  as  research  indicates  (www.research.gate.net)  Is  the  analyzing  process  of  investments,  profitability,  strategic fit over the life of an asset,  including  its  affordability.  The  entire  process,  also  involves  assessing  a  projects  inflows  of  cash,  and  outflows  of  cash  to  determine  if  its  potential  returns  matches  or  meets  a  target  benchmark.
Methods  of  investment  appraisal  namely  are;  Payback,  Accounting  rate  of  return,  including  the  Discount  cash  flow  methods  of  net  present  value  &  Internal  rate  of  return.                                            
                                                                                                             (accaglobal.com)


British  Petroleum  (BP)  has  been  researching  the  prospects  for  a  range  of  new  investment  opportunities.  The  cash  flow  of  BPs  details  of  two  promising  Projects  A  and  B  (Which  are  mutually  exclusive  are  given  below;

	Year
	Project                   Cash
Flows                     (£M)

	
	A
	B

	0
	           - 80
	          -75

	1
	             25
	           50

	2
	             25
	           20

	3
	             20
	           20

	4
	             55
	           20



Calculate,  The  Payback  Period  (PBP)

The  payback  period  for  BP  is  the  actual  number  of  years  required  to  recover  the  original,  or  incial  cash  outlay  related  to  an  investment.  However  the  project  is  considered  desirable,  if  the  payback  period  is  much  lesser  or  equal  to  BPs  maximum  desired  payback  period.  Apparently  shorter  payback  period  is  preferred  when  two  projects  are  compared.

Project  A

	Year
	Project  A
	Cummulative   Frequency  (CF)

	0
	               -80
	                0

	                  1
	                25
	              -55

	                  2
	                 25
	               -30

	                  3
	                 20
	               -10

	                  4
	                 55
	                45




Project  B

	          Year
	      Project  B
	Cummulative  Frequency  (CF)

	                0
	             -75
	               0

	                1
	              50
	             -25

	                2
	              20
	              -5

	                3
	              20
	              15

	                4
	              20
	              35




Calculate,  The  Accounting  Rate  of  Return  (ARR)

Project  A

	        Year
	    Project  A
	  Depreciation
	Annual  Profit

	          0
	           -80
	
	

	          1
	            25
	          -20
	          -5

	          2
	            25
	          -20
	          -5

	          3
	            20
	          -20
	          -0

	          4
	            55
	          -20
	         -35



Accounting  rate  of  return  for  Project  A   =  (-5) + (-5) + (-0) + (-35) / 4 / (-80)   =


Project  B

	          Year
	    Project  B
	   Depreciation
	 Annual  Profit

	            0
	          -75
	         
	        

	            1
	           50
	         -18.75
	        31.25

	            2
	           20
	         -18.75
	        -1.25

	            3
	           20
	         -18.75
	        -1.25

	            4
	           20
	         -18.75
	        -1.25



Accounting  rate  of  return  for  Project  B   =   (31.25) + (-1.25) + (-1.25) + (1.25) / 4 / (-75)   =   


Calculate,  The  Net  Present  Value  (NPV)  of  the  project.

Project  A

	           Year
	         Project  A
	  Present  Value  (PV)

	              0
	              -80
	                -80

	              1
	               25
	                -55

	              2
	               25
	                -30

	              3
	               20
	                -10

	              4
	               55
	                -45



Net  Present  Value  for  Project  A   =   -80 + -55  +  -30  +  -10  +  -45   =  

Project  B

	            Year
	         Project  B
	  Present  Value  (PV)

	               0
	                -75
	                -75

	               1
	                 50
	                -25

	               2
	                 20
	                -5

	               3
	                 20
	                 15

	               4
	                 20
	                 35



Net  Present  Value  for  Project  B   =   -75  +  -25  +  -5  +  15  +  35   =  


Evaluation  of  results  above,  with  reasons  including  which  project  should  be  adapted.

After  calculating  the  PBP  (Pay  Back  Period),  ARR  (Accounting  Rate  of  Return)  and  NPV  (Net  Present  Value)  of  both  projects  A & B,  as  the  above  tables  indicates  via  my  calculations  from  years  0  -  4.  British  Petroleum  (BP),  arguably  should  adapt  none  of  the  two  projects  (A & B).  This  is  primarily  due  to  the  extremely  low  present  values  of  both  projects.
However,  BP  might  adapt  project  B,  due  to  its  present  value  calculations  as  the  collections  of  the  above  tables  indicates.


Advantages  and  Shortcomings  of  the  PBP,  ARR,  &  NPV  techniques,  as  ways  of  evaluating  Capital  Projects:

PBP  (Advantages)  =  The  primary  advantage  of  pay  back  period  method,  as  research  indicates  is  simplicity.  The  ability  to  actually  manage  liquidity,  assessing  risk,  including  use  as  a  planning  tool,  or  helps  a  business  BP  for  example  determine  whether  to  invest  in  a  project  or  not.
         (Disadvantages)  =  According  to  the  corporate  finance  institute,  it  ignores  cash  flows  in  BP  for  example  after  the  actual  pay  back  period.

ARR  (Advantages)  =  The  main  advantage  of  ARR,  is  it  actually  allows  comparisons  in  decision  making  in  BP  for  example.
          (Disadvantages)  =  ARR  ignores  time  value  of  cash,  ie  external  factors  in  BP  for  example.

NPV  (Advantages)   =  Easy  way  to  determine  weather  a  project  delivers  value,  including  time  value  of  cash.
          (Disadvantages)   =  The  quality  of  NPV  imputs,  depends  on  its  accuracy.  NPV  is  also  of  no  use,  in  comparing  larger  and  smaller  projects.  The  bigger  projects  will  naturally  generate  bigger  returnes  as  research  &  studies  indicates.
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