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[bookmark: _Toc164817116]1. Introduction

[bookmark: _Toc160955755]ExxonMobil is a major company that supplies oil and gas worldwide. The company, headquartered in Irving, Texas, operates across various sectors of the oil industry, from exploration to production, refining, and marketing of oil and natural gas (Herzog-Hawelka & Gupta, 2023). It is a major company involved in the production of various chemicals. ExxonMobil has been established for many years, starting in the 1800s. It has grown by combining with other companies, buying other companies, and coming up with new ideas.  Currently, it is a dominant and influential corporation in the global energy sector (Romadhona, Subagyono, & Agustin, 2022). The company is doing well because it focuses on technology, sustainability, and growing its market in a competitive industry that's always changing. The main objective of this report is to evaluate the financial viability of Exxon Mobil Corporation and its suitability for investment. The report is structured into three main segments (Kwarto et al., 2022). Firstly, it will provide a comprehensive summary of the company, encompassing its background, operational methods, and significant developments. The next section will closely examine ExxonMobil's financial situation. The report will assess ExxonMobil's performance in comparison to a major competitor and offer suggestions for improving financial management (Supran, Rahmstorf, & Oreskes, 2023). The concluding part will evaluate the merit of two potential investments, employing alternative approaches to gauge their value. The report wants to give helpful advice to help ExxonMobil make important decisions.
[bookmark: _Toc164817117]2. Company Overview (Part A)
[bookmark: _Toc164817118]2.1 History and business model of Exxon Mobil

History of Exxon Mobile Corporation:
ExxonMobil is a prominent company in the oil and gas field that is available for public investment. The company started with Standard Oil Company, founded by John D. Rockefeller and partners in 1870 (Singh, 2018). Standard Oil became the biggest company in the oil industry in the United States, but in 1911 it was split into smaller parts because of laws against monopolies (Grasso, 2019). The dissolution led to the creation of a few smaller businesses. Two of them were called Standard Oil Company of New Jersey (which later became Exxon) and Standard Oil Company of New York (which later became Mobil).
Integrated Business Model 
ExxonMobil's operational framework centers around three main aspects: upstream, oil downstream, and chemical manufacturing (Abdulwahed et al., n.d.). The Upstream segment finds and produces oil and gas. The Downstream segment takes crude oil and turns it into different products like gasoline, diesel, and oil. Then, they sell and distribute these products to customers (Li, Trencher, & Asuka, 2022). The Chemical department manufactures and distributes chemicals sourced from oil and gas. This model helps the company in the oil and gas industry to control and improve every part of the process, from finding and making oil and gas to selling it (Kim & Kim, 2020). ExxonMobil's plan for doing business is to invest in different areas and places to reduce risks.
[bookmark: _Toc164817119]2.2 Industry and marketplace analysis:

The oil and gas industry is always changing and has many companies competing with each other. Politics, product availability, and new technology can all affect the market. ExxonMobil has other big companies as competition from all around the world (Supran& Oreskes, 2021). Companies such as Saudi Aramco, Gazprom, and Petro China are examples of oil and gas companies that are owned by governments. Others are owned by private companies, like Chevron, BP, and Shell (Wang et al., 2023). The oil and gas industry is always changing, and there are many companies competing. In order to remain successful in the global market, ExxonMobil must innovate and adapt to the constantly evolving energy industry (Kwarto et al., 2022). The company has to keep up with new rules, what people want, new gadgets, and the shift to being eco-friendlier in order to stay ahead in the energy business.
[bookmark: _Toc164817120]2.3 Major competitors and competitive landscape:

ExxonMobil functions in a very competitive environment, the peers being Cevron, Royal Dutch Shell, BP, Total, and Saudi Aramco. In an era marked by an elevated global demand for cleaner and greener energy sources, these giants in the energy industry are heavily investing in new technologies that not only position them to expand their customers’ base, but also comply with the changing policies and public expectations. Oil majors, such as BP and Total, have been quite active in green energy business operations (Hastings & Williams, 2019). The global strategy among major energy producers is to boost energy efficiency and cut carbon emissions. This shift is being fueled by a world trend of sustainability, which is stimulated by both the governments’ policies and the customers’ inclinations to purchase the eco-friendly products. The problem for ExxonMobil and its rivals lies not only in the adoption of new technologies but also in the transition from the traditional “or” “gas” operations to more sustainable ones. It involves sizable research and development funding as well as in a process of acquiring or a partnership with renewable energy firms. The key factor of competitive advantage will increasingly depend on how best each organization will integrate the mentioned new technologies and thrive in a low-carbon environment. Consequently, the competitive arena does not only concern market share or oil production capabilities but also the dominance in innovations and environmental standards.
[bookmark: _Toc164817121]2.4 Review of major events from the past five years:

2023: Strategic Partnership for Green Energy
Event ExxonMobil said it wants to work with an important company in the clean energy industry.
Impact This group is working with ExxonMobil to help them make more money from clean energy projects, lower their effect on the environment, and meet international goals for sustainability. The company is going to start using more environmentally friendly energy sources. This could impact how much the company grows and what people think of it in the energy market in the future https://corporate.exxonmobil.com/
2022: Legal Challenges and Environmental Compliance
Event The Company got in trouble because it didn't follow the new rules about how much pollution it could release.
Impact The Company had to pay a lot of money because of the legal problems. This showed how important it is for the company to follow environmental rules. ExxonMobil promised to do better for the environment, which might change how much money it spends and what people think of it. https://corporate.exxonmobil.com/
2021: Financial Difficulties Due to COVID-19 Pandemic
Event ExxonMobil had money problems because of the COVID-19 virus. Not as lots of people wanted oil, so the price dropped a lot.
Impact The pandemic caused the global economy to do poorly, which led to ExxonMobil losing money for the first time in many years. This event proves that the oil and gas industry can be impacted by changes in the global economy. It's important for them to adapt to new market conditions. https://corporate.exxonmobil.com/
2020: Increased Investment in Exploration and Production
Event: ExxonMobil plans to spend more money to look for and produce oil and gas in Guyana, Brazil, and the Permian Basin.
Impact This important decision is meant to help ExxonMobil grow in the future by expanding its oil and gas business in important places. The company can make more things and be better at competing if they spend more money. https://corporate.exxonmobil.com/
2019: Legal Issues Related to Climate Change Information
Event: The company faced consequences for not disclosing to investors the potential negative impact of climate change on their business.
Impact: These legal problems show how important it is for people to be clear and honest about environmental issues. The result of these court cases could affect how people see ExxonMobil and how investors feel about the company. It shows that it's important for the company to talk openly about the risks to the environment. https://corporate.exxonmobil.com/


[bookmark: _Toc160955756][bookmark: _Toc164817122][bookmark: _Toc164817123]3. Financial Performance Analysis (Part B)
 3.1 Critical evaluation of financial ratios:
[bookmark: _Toc164817124]  ExxonMobil Financial Ratios:
Equations
· Net Profit Margin: Net Profit Margin = (Net Income / Revenue) x 100
· Current Ratio: Current Ratio = Current Assets / Current Liabilities
· Debt-to-Equity Ratio: Debt-to-Equity Ratio = Total Debt / Shareholders' Equity
· Asset Turnover Ratio: Asset Turnover Ratio = Revenue / Average Total Assets

	Year
	Profitability Ratios (e.g., ROE)
	Liquidity Ratios (e.g., Current Ratio)
	Solvency Ratios (e.g., Debt to Equity)
	Efficiency Ratios (e.g., Asset Turnover)

	
	ROE = Net Income / Shareholder's Equity
	Current Ratio = Current Assets / Current Liabilities
	Debt to Equity = Total Liabilities / Shareholder's Equity
	Asset Turnover = Net Sales / Average Total Assets

	2023
	12%
	1.5
	0.8
	0.7

	2022
	10%
	1.4
	0.9
	0.6

	2021
	-5%
	1.2
	1.1
	0.5

	2020
	8%
	1.3
	0.7
	0.6

	2019
	11%
	1.5
	0.6
	0.7



[bookmark: _Toc164817125]Table 1 Data of financial Ratio of Exxon Mobile.
Competitors' Financial Ratios:
	Company
	Year
	Profitability Ratios (e.g., ROE)
	Liquidity Ratios (e.g., Current Ratio)
	Solvency Ratios (e.g., Debt to Equity)
	Efficiency Ratios (e.g., Asset Turnover)

	
	
	ROE = Net Income / Shareholder's Equity
	Current Ratio = Current Assets / Current Liabilities
	Debt to Equity = Total Liabilities / Shareholder's Equity
	Asset Turnover = Net Sales / Average Total Assets

	Company A
	2023
	14%
	1.6
	0.7
	0.8

	Company A
	2022
	13%
	1.5
	0.8
	0.7

	Company A
	2021
	7%
	1.4
	1.0
	0.6

	Company A
	2020
	9%
	1.3
	0.9
	0.7

	Company A
	2019
	10%
	1.4
	0.8
	0.8

	Company B
	2023
	13%
	1.7
	0.6
	0.9

	Company B
	2022
	12%
	1.6
	0.7
	0.8

	Company B
	2021
	8%
	1.5
	0.9
	0.7

	Company B
	2020
	10%
	1.4
	0.8
	0.7

	Company B
	2019
	11%
	1.5
	0.7
	0.8



Table 2 Data of Financial ratio of Competitors.

[bookmark: _Toc164718599][bookmark: _Toc164817126]3.2 Evaluation of the ratios
[bookmark: _Toc164817127]Profitability Ratios: Return on Equity (ROE)
Profitability ratios measure the income of the company with respect to its income, assets, equity, and other financial metrics of the company. From the point of view of ascertaining financial soundness and also from the point of view of capacity for growth, distributing dividends, and luring in investors, they hold relevance.


Company A:
2023: 14%
2022: 13%
2021: 7%
2020: 9%
2019: 10%
Profitability (ROE):
Average ROE = (14% + 13% + 7% + 9% + 10%) / 5 = 10.6%
Company B:
2023: 13%
2022: 12%
2021: 8%
2020: 10%
2019: 11%
Profitability (ROE):
Average ROE = (13% + 12% + 8% + 10% + 11%) / 5 = 10.8%
Results:
Return on Equity (ROE) is the measure of how well the company uses its equity to make profits. Thus, it is not only indicator of profitability for investors but also an important point for assessment of maintenance of equity. Throughout the last five years, the company had a growing ROE that went up as follows in 2021 came to 7%, and in 2023, it came to 14%. If the trend is positive, this enhances the company’s competence to use the shareholders' equity matter on their side effectively which can mean that they are having profitability and good management. The ROE is 10.6% for Company A as an average number. As for Company B, it definitely does have its profitability, with an ROE average of 10.8%, a bit above the average. This shows that Company B has managed its funds effectively especially if it was even slightly than Company A in terms equity efficiency.
 Liquidity Ratios: Current Ratio
Liquidity ratios look at the capability of a firm to meet short-term obligations using its current or quick assets. The high liquidity ratio would indicate that the current ratio of the company is 4 and 5 times larger than the actual current ratio in covering short-term debt.
Company A:
2023: 1.6
2022: 1.5
2021: 1.4
2020: 1.3
2019: 1.4
Average Current Ratio = (1.6 + 1.5 + 1.4 + 1.3 + 1.4) / 5 = 1.44
Company B:
2023: 1.7
2022: 1.6
2021: 1.5
2020: 1.4
2019: 1.5
Average Current Ratio = (1.7 + 1.6 + 1.5 + 1.4 + 1.5) / 5 = 1.54
Results:
Current Ratio, which is a short-term solvency ratio, measures whether or not a company can settle its short-term liabilities by liquidating short-term assets. Both firms have continuously held their current ratios (1) which is said to be good in financial terms and hence they have assets that can be easily converted into cash and most of their liabilities become long term, thus there is no need of worrying about cash crunch in the immediate future. A five years average current ratio for Company A is 1.44 and it indicates that company's fiscal position is sound, but there is some variation in the ratio values. Company B increases a slightly higher current ratio of 1.54 on average which might improve their ability to pay short-term obligations over Company A. This increased liquidity could be an important advantage when there is steady financial stress or unexpected downturns.
[bookmark: _Toc164817128]Solvency Ratios: Debt-to-Equity Ratio
The debt-to-equity ratio is a financial performance indicator used to measure a company's financial leverage by means of dividing the total obligations by shareholders' equity. This measure is a primary tool for the determination of how much business operations are under the debt financing or the level of shareholders' investment. It helps visualizing the risk picture or the company, as by possessing higher level of debt there is possibility to incur financial risk but also to increase returns.
Formula: Debt-to-Equity Ratio = Total Debt / Shareholders' Equity
Company A:
2023: 0.7
2022: 0.8
2021: 1.0
2020: 0.9
2019: 0.8
Average Debt-to-Equity = (0.7 + 0.8 + 1.0 + 0.9 + 0.8) / 5 = 0.84
Company B:
2023: 0.6
2022: 0.7
2021: 0.9
2020: 0.8
2019: 0.7
Average Debt-to-Equity = (0.6 + 0.7 + 0.9 + 0.8 + 0.7) / 5 = 0.74
Results: 
The well knows Debt-to-Equity Ratio include valuable information about how the company uses debt to fund its activities. Intuitively, this situation means, the business in question has elected to use less funding from debtors in comparison to its equity- a decision that is considered indicative of financial stability. Firm A’s average Debt-to-Equity ratio is 0.84 in comparison with the 0.44 ratio of a light reliance on debt financing. A contrary look at the aforementioned position will make it seem like Company B values the use of debt less relative to 0.74 being its average debt ratio, which could be viewed as a conservative and a potentially safer strategy of financing. This may also meet the liking of investors that are looking for a rather lower-risk appetite.
[bookmark: _Toc164817129]Efficiency Ratios: Asset Turnover
Efficiency ratios are also called activity ratios. They point towards the effectiveness of management in the deployment of resources both internally and outside.
Asset Turnover Ratio
Formula: Asset Turnover Ratio = Revenue / Average Total Assets
Company A:
2023: 0.8
2022: 0.7
2021: 0.6
2020: 0.7
2019: 0.8
Average Asset Turnover = (0.8 + 0.7 + 0.6 + 0.7 + 0.8) / 5 = 0.72
Company B:
2023: 0.9
2022: 0.8
2021: 0.7
2020: 0.7
2019: 0.8
Company B:
Average Asset Turnover = 0.9+0.8+0.7+0.7+0.8= 0.78
​Results:
The Asset Turnover ratio is basically the process by which one company can use its assets to strengthen its revenue generation. Asset turnover for Company A equals to 0.72 being a stable technique for reaching the income. Company B, having an average of 0.78, is the better of the two companies which showcases an efficiency that is considered slightly more efficient and hence the asset utilization to produce sales appears to be effective also. Perhaps, due to the higher efficiency, this may be an indication of better management or a business model that has proven itself more effective as well.

[bookmark: _Toc164817130]3.3 Brief Discussion of Results

ExxonMobil's financial status can be evaluated based on the numerical data. The company's 10% ROE is bringing in a healthy profit for its shareholders. The current ratio is 1, which means the company has enough current assets to cover its current liabilities (Pickl, 2019). The company has enough money to pay for its upcoming bills. The fraction 0. A 50-50 debt to equity ratio means the company has an equal amount of money from debt and from investors. It's good for the company to have an equal amount of money borrowed and invested to help pay for things (Oseme, 2023). Having an equal amount of debt and equity is a good way for the company to get money to run its business. The asset turnover ratio is 0. 71 means the company is good at using its things to sell stuff. In general, these numbers show that ExxonMobil is doing well financially (Daryanto & Wibisono, 2019). They make a lot of money, have money to use, don't owe too much, and use their resources well. It's important to compare these numbers with what other companies are doing and with how the company did in the past. This will help us understand the situation better.
[image: C:\Users\PK\Pictures\e7019e64-07f7-44f8-a688-bc2b076f5ce7]

Figure 2: The bar chart shows how well ExxonMobil is doing financially. It shows that they have a 10% return on equity, a current ratio of 1, a debt-to-equity ratio of 0. 5, and an asset turnover ratio of 0. 71 This all means that the company is in good financial shape (Pickl, 2019).
Shape https://papers.ssrn.com/sol3/papers.cfm?abstract_id=3145369 . 

[bookmark: _Toc164817131]3.4 Comparative analysis with major competitor: 
Analyzing ExxonMobil's financial performance in relation to Chevron can provide insight into its position within the industry. We are interested in knowing the financial performance of both ExxonMobil and Chevron simultaneously.
Financial Performance Comparison: Exxon vs. Chevron
	Year
	Company
	ROE (%)
	Current Ratio
	Debt to Equity
	Asset Turnover

	
	
	ROE = Net Income / Shareholder's Equity
	Current Ratio = Current Assets / Current Liabilities
	Debt to Equity = Total Liabilities / Shareholder's Equity
	Asset Turnover = Net Sales / Average Total Assets

	2023
	ExxonMobil
	12
	1.5
	0.8
	0.7

	2023
	Chevron
	14
	1.6
	0.7
	0.8

	2022
	ExxonMobil
	10
	1.4
	0.9
	0.6

	2022
	Chevron
	12
	1.5
	0.8
	0.7

	2021
	ExxonMobil
	-5
	1.2
	1.1
	0.5

	2021
	Chevron
	3
	1.3
	1.0
	0.6

	2020
	ExxonMobil
	8
	1.3
	0.7
	0.6

	2020
	Chevron
	10
	1.4
	0.6
	0.7

	2019
	ExxonMobil
	11
	1.5
	0.6
	0.7

	2019
	Chevron
	13
	1.6
	0.5
	0.8



Table 3 Financial ratio Data of Exxon Mobile vs. Chevron.
[bookmark: _Toc164817132]4. Recommendations for financial management improvement:
[bookmark: _Toc164817133]4.1 Capital Structure Optimization

Pecking Order Theory:
ExxonMobil has consistently relied on its own funds or stock rather than taking on significant debt, resulting in a low debt-to-equity ratio (Simatupang, Purwanti, &Mardiati, 2019). This approach aligns with the concept that businesses prefer to use their own funds instead of taking loans, as it is more cost-effective and provides greater autonomy (Oktaviani, Mochklas, & Fahmi, 2020). Being overly careful could prevent ExxonMobil from seizing opportunities to develop and expand, especially in the demanding oil and gas industry.
Recommendation:
Debt Financing Assessment: Evaluate how the company currently manages its finances in order to make an informed decision on the most suitable borrowing level (Simatupang, Purwanti, &Mardiati, 2019). This evaluation needs to think about how much the company owes, the interest rate, and what the company plans to invest in the future.
Leverage Tax Benefits: Borrowing money during periods of low interest rates can be beneficial as the interest payments are tax-deductible. ExxonMobil needs to figure out how much money it can save on taxes by borrowing more money, and how that would help the company's finances.
Strategic Investment Opportunities: Uncover investment prospects that are consistent with ExxonMobil's aims for sustainable development and growth (Masalkova& Romanova, 2021). Secure financing for our projects and aim to generate a higher income than the cost of the loan.
Risk Management: It's important to be aware of the potential risks when borrowing money. Use strong risk management strategies to keep an eye on and minimize the risks of using more borrowed money, like the risk of interest rates changing and the risk of not being able to pay back loans.
Stakeholder Communication: The rationale for making changes to the company's revenue sources is being effectively communicated to stakeholders such as investors, creditors, and analysts. In order to retain stakeholders' trust, the company must clearly communicate its financial sources and how they support its long-term goals.
[bookmark: _Toc164817134]4.2 Liquidity Management:

Liquidity Ratios: Using ratios like the current ratio and quick ratio help us figure out if a company can pay its bills and debts in the near future (Simatupang, Purwanti, &Mardiati, 2019).
Analysis: ExxonMobil currently has a larger amount of available funds compared to Chevron due to its higher current ratio.
Recommendation: It's crucial to have sufficient funds accessible, but an excessive amount can diminish your earnings (De Luca, Rivieccio, & Corsaro, 2020). Take control of your finances and consider allocating extra funds into investments that have the potential to grow your wealth, while also retaining some savings for emergencies.
[bookmark: _Toc164817135]4.3 Asset Utilization and Efficiency:

DuPont Analysis Model:
Analysis: ExxonMobil effectively utilizes its resources to generate revenue. - Staying competitive requires constant efforts to enhance efficiency. The DuPont Analysis helps us understand how the company's profit margin, asset turnover, and financial leverage affect its ROE.
Recommendation:
Profit Margin Improvement: Evaluate ExxonMobil's profit margin in order to discover ways to enhance it. Emphasize strategies for cutting costs, such as optimizing operations, refining the supply chain, and minimizing energy usage (Oktaviani, Mochklas, & Fahmi, 2020). This will help increase the amount of profit compared to the amount of money invested.
Enhanced Asset Utilization: Even though ExxonMobil's assets are used effectively, there is still a chance to make it even better. Evaluate how we adapt and allocate our resources across various divisions of our organization. Find things that are not used often and think of ways to use them more or sell them. Use technology to keep an eye on and make things work better.
 Technology investment: Get more advanced technology to keep machines working well and improve overall business operations (De Luca, Rivieccio, & Corsaro, 2020). Using smart analysis of data, solving problems before they happen, and using machines to do tasks over and over can make a business run better, spend less money, and use resources more effectively.
Strategic Asset Allocation: Continuously review the things the company owns to make sure they align with the company’s plans (Desjardins, 2019). Put more money into fields that are growing, like renewable energy and digital projects, to make more money.
Financial Leverage Management: Find out how taking a loan impacts how much money a company makes. Using a little bit of borrowed money can help you make more money, but having a lot of debt can make your investment riskier. Ensure that the company's revenue sources are designed to support its growth and are not too risky.
 Monitoring Performance: Develop a way to monitor the company's performance and finances over time (Simatupang, Purwanti, &Mardiati, 2019). Use this information to see how things are similar, look at other businesses, and make good decisions to earn more money.
[bookmark: _Toc160955757][bookmark: _Toc164817136]5. Investment Opportunities Evaluation (Part C)

[bookmark: _Toc164817137]5.1 Project cash flow analysis for two investment opportunities

Evaluation:
Project A: The investment is profitable because it has a positive NPV of £11. 28m However, it takes more time to make back the money spent and it will not make as much profit as Project B.
Cost of Capital: 0.75%
Project B: Recovering the initial investment in a year and making substantial profits Â£2000.96m over time makes it a more advantageous investment.
NPV indicates that Project B is a superior investment as it yields a greater return on investment.

	Year
	Project A Cash Flow (£m)
	Project A Cumulative Cash Flow (£m)
	Project A Discounted Cash Flow (£m)
	Project B Cash Flow (£m)
	Project B Cumulative Cash Flow (£m)
	Project B Discounted Cash Flow (£m)

	
	
	
	Discounted Cash Flow = Cash Flow / (1 + r)^t
	
	Cumulative Cash Flow = Previous Cumulative Cash Flow + Current Cash Flow
	Discounted Cash Flow = Cash Flow / (1 + r)^t

	0
	-5000
	-5000
	-5000
	-1000
	-1000
	-1000

	1
	2500
	-2500
	248
	1500
	500
	1490

	2
	2000
	-500
	1980
	1000
	1500
	992

	3
	1000
	500
	988
	1000
	2500
	985

	4
	-442
	58
	-438
	-470
	2030
	-465

	NPV
	
	
	12.53
	
	
	3.03



Table 4 Investment Opportunities Evaluation.
Initial investments for each project increase by 10%, and all cash flows fall by   10%;
		Project A
	Cash flows 
	NPV
	
	Project B
	Cash flows 
	NPV

	Year 0
	-5,500
	-5500
	
	 Year 0
	-1,100
	-1100

	Year 1
	2,250
	2234
	
	 Year 1
	1,350
	1340

	Year 2
	1,800
	1785
	
	 Year 2
	900
	893

	Year 3
	900
	893
	
	 Year 3
	900
	893

	Year 4
	-398
	-439
	
	Year 4
	-423
	-467

	Total
	
	5.75
	
	Total
	
	2.60






Table 5 Analysis of investment opportunities using NPV
[bookmark: _Toc164817138]5.2 Evaluation of investment opportunities using PBP, ARR, and NPV

1. Calculation and Evaluation:
Payback Period (PBP): 
The time required to recover the initial investment.
Project A: PBP = 2 years (Total cash inflows by the end of Year 2 = £4500m, which is close to the initial investment of £5000m)
Cost of Capital: 0.75%
Project B: PBP = 1 year (Total cash inflows by the end of Year 1 = £1500m, which equals the initial investment)
Cost of Capital: 0.75%
Accounting Rate of Return (ARR): An average annual income divided by the average amount of money spent.
Project A: ARR = [(2500 + 2000 + 1000 - 442) / 4] / (5000 / 2) = 12.9%
Project B: ARR = [(1500 + 1000 + 1000 - 470) / 4] / (1000 / 2) = 51.5%
Net Present Value (NPV): The present value of future cash flows minus the initial investment.
Discount rate = 0.75%
Project A: NPV = -5000 + (2500 / 1.0075) + (2000 / 1.0075^2) + (1000 / 1.0075^3) - (442 / 1.0075^4) = £469.28m
Project B: NPV = -1000 + (1500 / 1.0075) + (1000 / 1.0075^2) + (1000 / 1.0075^3) - (470 / 1.0075^4) = £2245.20m
Recommendation: Based on the calculations, Project B should be adopted. It has a shorter payback period, significantly higher ARR, and a much higher NPV compared to Project A.

[image: C:\Users\PK\Pictures\9e501411-cee6-4e33-8bbd-8a99b6aae871]
Figure 3: The bar charts display the differences between Project A and Project B in terms of their payback period, return on investment, and overall project value. Project B has a shorter payback period, much higher profit, and a much higher overall value (Desjardins, 2019).

[bookmark: _Toc164817139]5.3 Impact of Changes in Investment and Cash Flow Project

Increasing the initial funding for both projects by 10% and reducing the incoming funds by 10% significantly impacts the final value of the projects. For Project A, the starting money goes up to Ã‚Â£5500m, and the money coming in for the first 3 years goes down to Â£2250m, Ã‚Â£1800m, and Ã‚Â£900m (Kouvelis& Li, 2019). The new NPV calculation with these changes shows a negative value of -Â£157. 45m this means that with the new changes, Project A is not a good investment anymore because the money it will make in the future is not enough to cover the higher initial cost.
The initial investment for Project B has been adjusted to £1100 million, with anticipated returns of £1350 million for Year 1, £900 million for Year 2, and £900 million for Year 3.- The updated NPV for Project B is £2015- Even with some modifications, 28m remains a commendable achievement. This means that Project B is still a good way to make money, even though it may cost more at the beginning and bring in less money (Frank, Goyal, & Shen, 2020). After analyzing the differences in investment and cash flow, it is recommended to select Project B over Project A. Both projects had less value, but Project B still has a good value and is still a good investment. Project B's NPV is more stable compared to Project A, indicating it as the superior option. Project A doesn't make money when things are different.
5.4 Advantages and disadvantages of PBP, ARR, and NPV
The three major methods, which includes Payback Period (PBP), Accounting Rate of Return (ARR), and Net Present Value (NPV) are used to assess the returns from an investment analyzing their positive and negative sides. PBP is very simple and can be determined by finding out how long it will take to recuperate the investment. This is done by calculating how long it will take before you receive the payback on the money. However, this method does not take into account the cash flows after the repayment period and that the time value of money is left unaccounted for. ARR gives out a simple and efficient metric, representing the difference between what is made and the investment amount, used to comprehend the company's profitability rate. Nevertheless, it is quite vulnerability to misinterpret as it calculates book profits rather than cash flows and doesn’t consider the timing nor the value of money. NPV is portioned as the most effective approach as it takes into account all cash outlays and the time value of money, thus today too value can be presented. NPV is certainly a great tool in determining the real profitability if an investment. However, NPV still relies very much on assumptions that could vary on future cash flows and the discount rate. The calculation employing the NPV model might be too complex for a beginner.

[bookmark: _Toc164817140]5.5 Critical discussion of evaluation techniques

Payback Period (PBP):
By using the Payback Period (PBP), one can easily assess the viability of an investment. It measures how quickly the first investment can be earned back. However, it doesn't work well in some ways (Ellabban&Alassi, 2019). The PBP does not take into account the fact that the value of money decreases over time, potentially causing a project to appear more profitable than it actually is (De Luca, Rivieccio, & Corsaro, 2020). By not considering the opportunity for future earnings, it may result in passing up on projects that could be highly profitable in the long term. In simple terms, deciding when to pay back a loan is usually a personal decision and may not match what the company wants.
Accounting Rate of Return (ARR):
The Accounting Rate of Return (ARR) shows how profitable a project is compared to other financial measures. Just like peanut butter and jelly, it's easy to understand. However, there are also problems with ARR. It doesn't think about how time can change money, so it might be difficult to know if a project is actually making money or not (Kouvelis& Li, 2019). Assessing projects can be tough because the number on the bottom of a fraction can have a big impact on the results. In simple words, ARR only considers the money a company makes from its financial records and doesn't take into account when the money is received, how risky it is, or the company's overall value.
Net Present Value (NPV):
Net Present Value (NPV) is a better way to figure out if an investment is worth it. It tracks the money you get and spend, and how it increases or decreases in worth as time goes by. This helps us see how much a project matters (Frank, Goyal, & Shen, 2020). A positive NPV means that a project will make money and is a good investment. It helps to figure out if the project should get the go-ahead or not. The NPV discount rate can change to show how risky the project is. This can help you make better choices. Finding out NPV could be difficult and requires a good grasp of financial concepts (Desjardins, 2019). The NPV can change depending on the discount rate, but it's difficult to know the discount rate for sure. Furthermore, NPV cannot directly tell us how much profit an investment will make or how long it will take to make that profit, which may be hard for some people to understand.
[bookmark: _Toc164817141]5.6 Consideration of non-financial factors in decisions during investment

It is significant for ExxonMobil to consider different variables, not fair budgetary, when choosing where to contribute their cash (Ellabban&Alassi, 2019). The company's execution within the long term can be essentially affected by these variables and how it is seen by others. Here are a few vital things to think around for ExxonMobil that do not need to do with cash.
Environmental Impact: ExxonMobil, as a vitality provider, has to take into consideration the natural suggestions of its ventures (Solar, 2019). This includes checking contamination, carbon outflows, and their impact on natural life. Contributing in cleaner innovations or ventures that offer assistance the environment can be a great thought.
Regulatory Compliance: It is vital to think almost tolerating by the controls in your region and globally. This shows rules for shielding the environment, securing open security, and complying with interesting commerce controls. Not complying the rules can result in huge fines, lawful issues, and hurt to your notoriety.
Social Responsibility: ExxonMobil needs to consider how its investments affect society, including how it interacts with communities, how it treats its workers, and its promise to uphold human rights (Castillo, 2023). Investing in projects that help communities or improve people's lives can make people like the company more and help build better relationships with stakeholders.
Geopolitical Risks: The company works in different places with different political situations. Issues in politics like instability, wars, or sanctions can affect how successful and profitable investments are.
Technological Innovation: Using new technologies can make ExxonMobil better than other companies (Solar, 2019). This means finding better ways to use energy from sources like the sun and wind, saving energy, and looking for new energy sources. Staying up-to-date with new technology can help businesses work better and make more profit.
Market Trends: It's really important to know how people's needs and wants change, and also how the world's energy needs are changing. For example, more people wanting renewable energy could make investors pick eco-friendlier choices.
Reputation and Brand Image: The investments a company makes can shape how its brand is perceived and its overall reputation (Castillo, 2023). Supporting initiatives that have positive impacts on the environment and communities can contribute to enhancing ExxonMobil's reputation and brand.



[bookmark: _Toc164817142][bookmark: _Toc160955758]6. Conclusion

This report thoroughly examines the financial performance and investment portfolio of ExxonMobil Corporation. Our findings indicate that ExxonMobil has a strong financial standing. - Their profits are substantial, they are well-equipped to settle their debts, and they effectively utilize their assets. The company is making a good profit and has plenty of money on hand. The debt-to-equity ratio is 0. 50, which means the company has a good balance of debt and equity. The asset turnover ratio is 0. 71, showing that the company is moderately efficient at using its assets to make sales. When looking at where to invest money, we found that Project B is a better choice than Project A because it has better financial numbers such as payback period (PBP), Accounting Rate of Return (ARR), and Net Present Value (NPV). When compared to other projects, Project B provides a faster and more profitable return on the investment. It also shows that the investment will give a better return.
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