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Executive Summary
This report is a detailed study of the financial condition and investment decision-making of BP PLC and Westward PLC by applying the conventional financial management practices. The main aim of the report is to gauge the financial health of BP, perform trend analysis, and review strategic investment opportunities of Westward Plc that will maximise shareholder wealth. The analysis is a combination of financial ratio analysis and capital investment appraisal techniques to provide a comprehensive analysis that can be used by senior management in the process of making decisions. The initial section of the report deals with the financial performance of BP PLC during the last two financial years with the help of ratio analysis. Some of the key areas that have been analysed are profitability, liquidity, efficiency, gearing, and investor ratios. The findings show that BP is a financially stable company, but its performance is affected by the fluctuations in the international oil and gas prices and higher investment in energy transition projects. Profitability ratios indicate strong margins, liquidity ratios depict sufficient short-term solvency, whereas gearing ratios indicate a sound capital structure. Nevertheless, efficiency ratios demonstrate that there is room to be improved in terms of working capital management, whereas investor ratios indicate that a compromise between dividend pay-outs and retained earnings should be adopted. The second section of the report uses discounted cash flow methods, to analyse three investment options. The analysis reveals that the most value-creating project was alternative B, which has the greatest NPV and has a great IRR that is far higher than the cost of capital. Capital rationing analysis also illustrates that a portfolio strategy in investment maximisation increases the total shareholder wealth across financial constraints.
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Introduction
The contemporary international business setting also requires large multinational corporations to work in uncertain conditions that are increased due to fluctuations in the price of commodities, geopolitical tensions, regulatory pressure, and sustainability requirements. In this case, strong financial analysis is important in the facilitation of sound decision-making, long-term strategic planning, and shareholder value maximisation. The energy companies like BP PLC work under very complicated surroundings because their performance depends on the changes of oil and gas prices, the successive investment cycle of the company, and the worldwide shift to low-carbon energy sources. Because of this, both short-term resilience and long-term strategic viability can only be measured through systematic financial performance assessment and effective investment appraisal methods. This report uses financial statement analysis to assess the financial performance and strategic decision-making with regard to investment decision-making of BP PLC (Yin, and Li, 2023). The initial section of the report will be based on the detailed ratio analysis of different financial elements of BP during the last two financial years. Ratio analysis has been used to evaluate the major measures of financial health, which include profitability, liquidity and efficiency, gearing, and returns to investors. These ratios will give an understanding of how well BP has managed its resources, managed costs, remained solvent and created value to shareholders in a time when energy prices have been unstable, and the environmental pressure to meet rising demands is growing. Profitability ratios are more vital to BP since the energy sector is cyclical. The alterations in margins and returns on capital are indications of the efficiency in operations, but also of external factors, including crude oil prices and refining margins, in the external market. On the contrary, liquidity ratios demonstrate that BP can fulfil its short-term commitments, which is essential because the company has high working capital demands and is prone to changes in cash flows. As well, the analysis uses the year-on-year trends to determine whether the financial position of BP is improving or deteriorating with the passage of time. Despite the popularity and effectiveness of ratio analysis, it has limitations. The ratios are based on the past financial records and they hence do not indicate future performance directly. Moreover, financial outcomes may be misleading as a result of accounting guesswork, inflationary pressures, and extraordinary items which are prevalent in the energy industry. Ratios should therefore be construed with a lot of caution and in combination with the industry backdrop and strategy. All in all, this report will be at the director level as it will combine financial performance analysis and strategic investment decisions. The analysis is expected to illustrate how rigorous financial analysis can be applied in making an informed decision by the corporate, in efficient capital allocation and in long-term sustainable growth of a large energy multinational corporation like Westward Plc.


Main Findings
Task 1
Ratio Analysis
Profitability Ratios
Ratios Analysed
Gross Profit Margin
Gross Profit Margin = ×100
2023	2022
47.1%	39.8%


Operating Profit Margin
Operating Margin = ×100
2023	2022
11.9%	11.6%


Net Profit Margin
Net Profit Margin = 100
2023	2022
8.4%	8.9%


Return on Capital Employed (ROCE)
ROCE = ×100
Capital Employed = Total Assets − Current Liabilities
2023	2022
18.1%	21.5%


Evaluation
The BP profitability ratios show the company has a mixed but strong performance in 2023. The gross profit improvement in the gross profit margin is impressive as the cost was managed better, and refining margins are favourable even at lower aggregate revenues (Cortes, 2021). This indicates that BP enjoyed operational efficiency and pricing discipline despite the world energy prices becoming softer than in 2022. The operating margin increased marginally, which means that BP managed to control the operating expenses in the difficult macroeconomic environment. But, the minor decrease in the net profit margin is due to the increased taxation, decreased commodity prices and increased expenditure on the transition-related activities. The fall of ROCE indicates that, despite BP being profitable, it was able to achieve lower returns on its capital base than in 2022. This is an indication of the capital-intensive BP strategy, specifically investments in renewable energy and low-carbon ventures, which normally have a longer payback period (Podinovski et al., 2024). All in all, the profitability of BP is robust, though it is getting more influenced by the costs of strategic transition and market volatilities.
Liquidity Ratios
Ratios Analysed
Current Ratio
Current Ratio = 
2023	2022
1.02:1	1.07:1


Quick Ratio
Quick Ratio = 
2023	2022
0.68:1	0.71:1


Evaluation
The liquidity position of BP is in a fairly stable position with a slight decrease in 2023. The current ratio decreased slightly to 1.02 and not to 1.07, which shows that BP has retained adequate current assets to take care of its current liabilities. In the case of a capital-intensive energy company, the current ratio should be near 1 since BP has good operating cash flows and availability of capital markets (Wang et al., 2024). The quick ratio had also decreased marginally, as it indicated a drop in liquid assets since they were with the current liabilities. This implies that BP uses inventory and streams of cash to a certain extent to settle immediate liabilities. This liquidity structure is not risky in nature because of the size of the activities that BP carries out and the availability of cash due to the ongoing oil and gas operations. But lower liquidity buffers can put BP under temporary circumstances when prices of commodities go down in the short term or unexpected operational shifts happen (Medina-Albaladejo, 2025). With BP continuing to invest intensively in energy transition initiatives, the liquidity levels will be essential in financing the obligations without taking a greater burden on short-term financial pressure. In general, the liquidity of BP is not weak, but close working capital management will be necessary to maintain the financial flexibility in the ever-more-unpredictable global energy market.
Efficiency Ratios
Ratios Analysed
Inventory Days
Inventory Days = ×365
2023	2022
102 days	88 days


Receivables Days
Receivables Days = ×365	​
2023	2022
79 days	68 days


Payables Days
Payables Days = ×365
2023	2022
142 days	120 days


Evaluation
The efficiency ratios show that the efficiency of the working capital of BP is worse in 2023 than it was in 2022. The number of inventory days has improved tremendously, indicating that BP took longer to sell its stocks. This can be an indication of poor demand factors, transportation difficulties, or excess storage of refined products due to fluctuating energy costs (Janatyan, and Shahin, 2021). An oil and gas company may suffer as greater inventory levels may elevate holding costs and price risk, leading to a decrease in the cash flow. The days outstanding also went up, and this is a sign of slower customer collection. This may be attributed to the relaxed credit conditions that are being offered to large-scale industrial clients or late invoices that are caused by economic unpredictability internationally. On the contrary, BP prolonged its payables significantly. Although this helps short-term cash flow, i.e. retention of the cash, over-delays in the payment by suppliers can cause tension in suppliers’ relationships and conflict with the ethical sourcing responsibility (Sacks et al., 2022). In general, the efficiency ratios show that BP has been using the supplier credit at a greater proportion to compensate for the slow inventory and receivables turnover. Although this helps the liquidity for short span of time, inefficiencies that are not addressed for a longer period may strain the cash flows and flexibility of the operations.
Gearing Ratios
Ratios Analysed
Debt-to-Equity Ratio
Interest Cover Ratio
Debt-to-Equity Ratio
Debt-to-Equity = 	​
2023	2022
0.74	0.85


Interest Cover Ratio
Interest Cover = 	​
2023	2022
6.25 times	7.18 times


Evaluation
The gearing position of BP has also been positive in 2023, as the debt-to-equity ratio has declined. It means BP minimised the use of debt financing in comparison to equity, which enhanced its balance sheet and minimised the risk on a long-term basis. This is more so in a market where there is an i in the global interest rates, where the high leverage may cause a great impact on the finance cost (Marjohan, and Supratikta, 2025). Nevertheless, the interest cover ratio decreased marginally, which indicates low operating profits in comparison to the interest. The interest cover, despite being well above the critical levels, indicates less margin of safety than it was in 2022. This is in accordance with decreased commodity prices and augmented transition-related spending. Generally, the gearing profile is not excessive, and it is suitable in the case of a capital-intensive energy firm like BP (Tsiouni et al., 2023). The lower leverage increases the financial strength and gives the flexibility to finance future investments in different potential sectors. Management should, however, make sure that declining operating profits that are declining should not reduce the ability to service debt in the long run.
Investor Ratios
Ratios Analysed
Earnings per Share (EPS)

EPS = 	​
2023	2022
£0.90	£1.19


Dividend per Share (DPS)
Dividend per Share (DPS) = 
2023	2022
£0.48	£0.45


Dividend Cover
Dividend Cover = 
2023	2022
1.88 times	2.64 times


Evaluation
The investor ratio of BP shows a decrease in earnings performance in 2023, as it is observed in terms of the drop in EPS. This decrease is mostly as a result of decreasing oil and gas prices and increasing costs in operation and transition (Zhai, 2021). Reduced EPS can adversely impact investor confidence, especially among growth-oriented shareholders. BP also paid more dividends per share even though its revenues had dropped, which indicated that the management was willing to pay shareholders. Although this fits income-oriented investors, it led to a reduced percentage of dividend cover. The negative trend in the dividend cover shows that the company is distributing a higher share of its earnings and not retaining them. Even though the level of dividend cover is above that of acceptable levels, the volume of dividend growth in the face of decreasing earnings cannot be sustained in the long run (Giri et al., 2024). BP needs to strike a balance between shareholder payouts and the requirement to have adequate funds to fund its energy transition plan and be financially resilient. All in all, investor returns are enticing, but they are progressively conditioned on capital management discipline.
Limitations
Some limitations of the rationales are presented below:
Historical Character of Financial Information
The main weakness of ratio analysis is that it completely relies on previous financial data. The ratios that are computed on BP PLC are based on the previous financial statements, and these are based on past performance that might not necessarily be existing. The energy industry is very volatile and sensitive to fluctuations in oil and gas prices, geopolitical factors, regulatory factors and technological changes. This means that previous performance cannot be an accurate predictor of the future (Medina-Albaladejo, 2025). In the case of BP, the energy transition policies, carbon pricing, and the demand for fossil fuels all over the world will have a great impact on future profitability and liquidity, which cannot be well portrayed using the historical ratios alone. Consequently, the forward-looking forecasts and strategic analysis should be added to the ratio analysis.
Effects of Oil Price Volatility and Special Items
The changes in global oil and gas prices have a great impact on the financial performance of BP. Alterations in the prices of commodities may misrepresent the comparison between annual ratios, and it may be hard to determine the actual performance of operations. As an illustration, the increase in ratios of profitability in a given year may be an indication of favourable oil prices instead of efficiency or management performance (Matdio Siahaan et al., 2023). Also, BP tends to disclose exceptional items, which include asset impairments, restructuring expenses, and asset disposal gains or losses. They can be used materially to influence profits and capital employed, and hence distort ratios including ROCE and net profit margin. Consequently, ratios might not be capable of reflecting the overall operating performance of the firm.
Policies, Accounting and Management Judgement
Accounting policies and estimates used by the management affect the financial ratios. The results of BP are also based on assumptions regarding the value of assets, depreciation of assets, decommissioning, and impairment testing- especially in the oil and gas industry. Minor adjustments to these estimates can cause significant differences in reported profits and asset values, which subsequently influence ratios (Jung et al., 2022). Although BP uses the same standards of accounting, the objectivity and comparability of ratio analysis are low because of the subjectivity inherent in the application of accounting standards.
Measures of Comparability and Inflation
Inflation also restricts the applicability of ratio analysis, particularly when one is trying to compare the financial performance of various periods. Increment in the cost of materials, labour and energy may swell revenues and expenditures unevenly, perverting the margins and returns. Historical cost reporting of assets can greatly undervalue the current economic value of assets, resulting in misleading ROCE calculations. Ratio analysis can hence overstate or underestimate improvements in real performance in times of high inflation levels, as is the case in recent years.
Omission of Qualitative and Strategic Factors
Lastly, ratio analysis does not consider the qualitative aspects that are paramount to the success of BP in the long term since it solely analyses quantitative financial data. Financial ratios do not reflect such elements as the quality of management, technological potential, environmental performance, adherence to regulations, and the achievement of net-zero goals (Pahrudin and Suciati 2024). These non-financial aspects are also significant because of the strategic move by BP towards renewable energy and sustainability, as it determines the future performance. Ratio analysis is therefore not to be employed as a foundation on which strategic decisions are to be made.
Recommendations
Some recommendations for BP are as follows:
Enhance Profitability by Cost Discipline and Portfolio Optimisation
To stabilise profitability in an unstable energy market, BP should still focus on high cost control and optimisation of its portfolio. The negative movement of net profit margin and ROCE suggests an upward pressure on returns, partially because of decreasing commodity prices and an increased cost of transition (Jiang, 2022). BP ought to concentrate on selling low-paying or high-priced upstream assets and reinvest capital in ventures with better margins and lessen breakeven expenditures. Simultaneously, the operational efficiency efforts should be extended to minimise the unit production costs by enhancing digitalisation, automation, and better maintenance planning. This will assist in hedging the margins in the event of lower oil and gas prices, as well as be more capital efficient.
Enhance Current Assets Utilisation
The decline in the efficiency ratios indicates that BP should improve its working capital management. The days of inventory and receivables rose dramatically and which undermines cash flow and exposes the entity to price volatility. To improve excessive stockholding, BP needs to invest in superior demand forecasting, an inventory optimisation system, and in real-time supply chain analytics (Abdullah et al., 2023). Moreover, the policy of tight credit control, as well as better billing and collection practices, must be introduced to reduce the receivable cycles, especially for the large-scale commercial clients. Enhancing the efficiency of the cash conversion will increase liquidity without requiring any extra funding.
Maintain a Prudent but Flexible Liquidity Position
Although BP’s liquidity ratios remain acceptable for a large energy multinational, the slight decline in both the current and quick ratios highlights the need for careful liquidity management (Han et al., 2021). BP should maintain sufficient cash reserves and committed credit facilities to withstand short-term shocks such as sharp oil price declines, geopolitical disruptions, or unexpected capital expenditure. At the same time, excessive cash hoarding should be avoided, as idle cash reduces overall returns. A balanced liquidity strategy will preserve financial flexibility while supporting ongoing investment in transition projects.
Maintain a Healthy Capital Structure
The elevated gearing status of BP is an indication of low financial risk and a solid balance sheet. This is a wise practice that needs to be supported, particularly in a market characterised by high-interest rates. Nonetheless, BP should ensure it does not use debt financing where it is cost-effective (Malandrakis, and Drakos, 2025). In the case of a moderate amount of long-term debt, it can be an effective source of finances since the interest is tax-deductible and relatively cheaper than equity. Debt must be selectively employed in financing projects with well forecasted cash flows and returns that are higher than the cost of capital, and also taking care not to achieve critical levels in coverage of interest.
Embrace a Sustainable Dividend Policy
Although BP is determined to grow its dividends, the reduction in the dividend cover ratio is a cause of concern involving long-run sustainability. The company ought to employ a restrained and adaptable dividend policy wherein the company allocates dividends in line with the underlying earnings and production of cash (Nie, 2024). Instead of focusing on dividend growth when profitability is decreasing, BP is to keep enough earnings to make strategic investments, debt reduction, and energy transition efforts. To control expectations, open communication with shareholders to communicate about dividend policy and priority of capital allocation will also be a prerequisite.
Revise Financial Strategy to match with Energy Transition Goals.
The prospective success of BP will be largely pegged on how successful it is in implementing its energy transition strategy. Environmental, social and governance (ESG) should be closely incorporated in financial decision-making (Magrini, and Rimediotti, 2025). Inasmuch as the low-carbon and renewable energy projects might not have better returns than the traditional oil and gas investments in the short run, the following strategic advantages can be attributed to the projects: compliance with regulations, diversification of risks and long-term growth prospects. BP ought to employ strict investment appraisal methods in order to ensure that the transition projects yield minimum returns, as well as be aware of their strategic significance.
Optimise Performance Review and Reporting
Lastly, BP ought to enhance its internal performance measuring mechanisms by adding cash flow measurements, project-level returns, and ESG performance indices to the existing financial ratios (Antar, and Tayachi, 2025). The improved segmental and regional reporting would be more transparent and assist in making more informed strategic decisions. Better financial and non-financial reporting will also enhance the trust of the stakeholders and build a strong reputation for BP in terms of effective corporate governance.



Task 2
NPV Analysis
The Net Present Value (NPV) is a technique of analysis that is applied to determine whether an investment will be worth more than the cost of capital of the firm. When an alternative has a positive NPV, then it is acceptable because this means that the shareholder wealth is increasing. The discount rate that is used in Westward PLC is 6% which represents the weighted average cost of capital.
Key Assumptions
Discount rate: 6%
Corporation tax: 25%
Capital allowances: 20% straight line
Project life: 4 years
Discount factors at 6%:
The calculations are presented below:
Year		Discount Factor
1		0.943
2		0.890
3		0.840
4		0.792


Option A – Retail Expansion
NPV of A = 1,243,200 – 600,000
	     = 643,200
Discussion
Option A provides a high positive NPV, which shows that the project has surpassed the cost of capital of Westward (Patawari, and Sarawgi, 2024). The retail growth is not very risky and has predictable cash flows; it can be said that it is not a high-growth point as it becomes structurally inclined towards digital and energy-saving solutions.
Option B – Internet Sales Platform
NPV of B:
1,792,300 − 1,000,000 = £792,300
Discussion
B brings in a much greater NPV compared to A. Scalability, reduced marginal costs, and alignment with the trends in digital transformation are the advantages of the project. Nevertheless, it faces technological risk and high levels of competition that demand constant investments as a way of ensuring that it remains relevant.
Option C – New Product Lines
NPV of C:
2,342,600 − 1,600,000 = £742,600
Discussion
Alternative C has the second biggest NPV, which means that it would have the second best contribution to the wealth of the shareholders (Purnamasari, 2024). The project is associated with great operational and market risk, but it has high growth potential, differentiation of its products and long-run strategic advantages. In the case of Westward, this will be quite consistent with innovation-based growth via diversification.
So, option B has the highest NPV among the three alternatives available for Westward Plc.
Recommendation Based on NPV
According to financial reasons only, the most preferred investment should be chosen as Option B, as the Net Present Value is the largest of all at £792,300. The best decision-making tool is NPV because it quantifies the absolute value of creating and is directly in line to maximise shareholder wealth (Irfan et al., 2022). Option B not only recovers the initial investment, but it also creates a big surplus when the time value of money and taxation are taken into consideration. The large NPV also shows high levels of cash inflows expected and better use of capital allowances, which increases post-tax returns. Strategically, the choice of B will contribute to the long-term goals of Westward Plc. Although Options A and C are feasible in terms of finance and generate positive NPVs, they offer a lower absolute value than Option B. Thus, in case capital were not constrained, Westward would want to focus on Option B. Even in the case of capital rationing, Option B is to be provided at least partially, because of its high potential for value creation. As a result, financial evidence and strategic alignment, therefore, strongly endorse option B as the best investment option.
Why NPV is the best
The NPV uses the time value of money by omitting cash flows of money in the future by the cost of capital of the firm. As opposed to percentage measures like IRR, NPV offers a very simple accept or reject rule: projects that have a positive NPV are suitable as they add value to the firm. The use of NPV also enables the direct comparison of mutually exclusive projects (Darmansyah et al., 2025). In the case of Westward, NPV will confirm that the company will only commit capital into projects that will yield sustainable economic value. Nevertheless, the non-discounting approaches like the payback period and accounting rate of return (ARR) are popular among managers despite their theoretical weaknesses. Simplicity is one of the key reasons why they are used so widely. Payback period especially comes in handy when it comes to liquidity and risk evaluation (Ronald Ebenezer Essel, 2025). Because it makes an evaluation based on the speed at which the initial investment is reclaimed. This is applicable when there is uncertainty. Payback, however, does not take into account cash flows that occur after the cut-off period, and also does not consider the time value of money. Although ARR can be applied to the comparison of accounting performance, it is based on profits and not cash flows and is affected by accounting policies (Sureka et al., 2022). Thus, non-discounting alone can offer valuable complementary information, but it is not the time to substitute NPV when determining strategic investment. Besides quantitative financial appraisal, there are numerous qualitative criteria that Westward should put into consideration when appraising investment projects. Those investments that can help Westward to improve its competitive advantage, increase its technological capacity, or make it more regulator-compliant can be strategically worthwhile in spite of their less captivating short-term financial output. It is also important in operational feasibility and organisational ability (Purnamasari, 2024). Westward should also evaluate its technical knowledge, human resources and infrastructure to carry out any proposed project successfully. In addition, the external factors like the regulatory risk, environmental impact, geopolitical exposure and the expectation of the stakeholders can have a great impact on the outcome of the project. Consequently, strategic fit, financial returns, risk profile, and long-term sustainability should be considered equally during investment decisions.
Internal Rate of Return (IRR)
Internal rate of Return (IRR) is the discount rate at which the Net Present Value of an alternative will be equal to zero. It is the projected rate of profit of the project in its lifetime. In the case of Option C, IRR is computed by using various discount rates until the value of cash inflows in the present value equals the investment made.
NPV at 6%
= £792,300
NPV @ 20%:
£1,280,500 − £1,000,000 = £280,000
NPV at 30%:
1,041,800 − 1,000,000 = £41,800
NPV at 33%
NPV = 983,300 − 1,000,000
NPV = –£16,700
IRR = 30%+
	32.14% (approximately)
This is a very high IRR compared to the cost of capital of 6% at Westward, which means that the project is yielding returns that are much higher than the minimum that the company needs. The high difference between the IRR and the cost of capital gives a good level of safety, that is, the project can proceed even when the costs are high or the cash flows are lower than expected.
A large IRR also indicates that Option C is somewhat immune to unfavourable economic factors, including the increase in interest rates or volatile energy prices. This is especially significant to Westward because there is uncertainty in terms of long-term investment in new products and energy transition projects (Wouters, and Stadtherr, 2024). However, IRR has limitations. It makes the assumptions of reinvesting intermediate cash flows at the IRR per se, which is, in most cases, unrealistic, particularly when the IRR is high. Further, IRR fails to measure the creation of absolute value and can be misleading when comparing projects of varying scales. In spite of these shortcomings, the IRR outcome is a resounding conclusion in favour of the NPV decision, and it further contributes to the appeal of Option C as a financially and strategically viable investment.
Capital Rationing
Capital rationing comes about when a company possesses limited financial capability and is unable to carry out all investment initiatives with positive Net Present Value (NPVs). When this happens, the aim is not to decide on the project that has the lagrest NPV; however, the combination of the projects that maximises shareholder wealth subject to the capital constraint (Hartmann, and Weibenberger, 2024). This is the case with Westward PLC, considering that the amount of capital spending that it needs is enormous and competing investment needs.
Westward can invest in terms of £2.5 million, and the amount of capital needed for all three projects is:
Profitability Index (PI) = 

Option	PV (£k)	Investment (£k)	PI
A	1,243.2	600	2.07
B	1,792.3	1,000	1.79
C	2,342.6	1,600	1.46


This investment combination maximises shareholder wealth under the capital constraint and is therefore the optimal capital rationing decision.
Investment order
A
B
C
Funds allocation
A (600) + B (1,000) = 1,600
Remaining funds = 900
Fraction of C = 900 / 1,600 = 0.5625
NPV from policy
A NPV = 643.2
B NPV = 792.3
C NPV = 742.6 × 0.5625 = 417.7
Total NPV:
643.2 + 792.3 + 417.7 = £1,853,200
Funding the Investment Programme and Recommendations
How Westward funds its investment programme is equally important as the decision itself is regarding the fact that financing decisions directly put impact on the cost of capital, financial risk, and shareholder returns at the firm. In order to finance the chosen investment mix and remain financially stable, a balanced and flexible financing policy is to be followed by Westward. Retained earnings should form the main fund. Retained profits are funds that are non-financially risky to the extent that they are internally generated and do not have to be repaid. Since Westward has high operating cash flows, retained earnings would be an effective and low-risk way of financing projects with returns that are significantly higher than the cost of capital (Charoenwong et al., 2024). The opportunity cost of retained earnings, however is the foregone dividends; thus, reinvestment ought to be on worthwhile creating projects, in this case, evidently fulfilled. Besides retained earnings, moderate long-term debt financing should be used by Westward. Debt has a tax benefit since the payment of interest is tax-deductible, which makes the cost of borrowing less effective. Considering the good interest cover ratio and better gearing position, Westward has enough ability to borrow more without posing a great risk to the financial position (Miller, 2022). Debt is to be channelled on projects where the cash flow is predictable in order to have confidence in servicing the interest and principal repayments. Nevertheless, overdependence on debt should be prevented, especially in a fluctuating energy market where cash flows are easily affected by changes in commodity prices.
Issuing new equity is a matter of last resort. Equity financing is generally costly than debt and leads to dilution of the shareholders’ ownership and earnings per share. Unless there is an extreme liquidity requirement or a strategic need, the equity issuance can have adverse market implications for the company’s financial status of Westward (Puwanenthiren, 2024). Equity must therefore be applied in the event that internal funds and debt capacity are not adequate. Other funding methods, like leasing or project-based financing, can also be adopted in the case of assets that need flexibility. Leasing minimises initial cash outlays and can save cash, but it can raise overall expenses in the long run. In general, retained earnings and moderate debt are the best financial strategy for Westward. This would reduce risk, financial flexibility, cost of capital and sustainable growth.
According to the overall financial analysis, the best option that Westward PLC should focus on is Option B since it will provide the best Net Present Value and a high Internal Rate of Return, far exceeding the cost of capital of the firm. The project will have the highest absolute contribution to the wealth of the shareholders and is in line with the long-term strategic plan of Westward, which is to diversify and innovate. Nevertheless, given the capital limitation of 2.5 million, Westward ought to use a portfolio investment approach as opposed to investing in a project. This will enable Westward to enjoy the benefits of predictable and stable cash flows of the lower-risk projects and, at the same time, enjoy the potential of the high-growth of Option B (Martin, 2021). This diversified investment structure provides strategic resilience against market volatility, as well as taking away the dependence on one income stream. It is also flexible, allowing the company to increase or reduce investments according to the varying economic or regulatory environment. The moderate debt with the recommended financing mix of retained earnings also supports the viability of the investment programme. This will put the financial risk in check and exploit tax benefits, and maintain shareholder value. To sum up, NPV is the main decision-making tool that Westward should use in the proposed investment programme, which should be supplemented by IRR and qualitative analysis. Such a rigorous financial practice will result in effective utilisation of limited capital,  mitigated risk exposure, and long-term value creation.


Conclusion
This report has presented an in-depth analysis of the performance and decision-making of the BP PLC Company through the conventional approaches of managing finances. The report uses a combination of ratio analysis with the discounted cash flow appraisal models to show how informed financial analysis can be used to help in strategic decision-making and maximising shareholder value. The analysis of the financial ratios showed that BP is financially stable in spite of being in a highly volatile and capital-intensive industry. Profitability is high, but under the pressure of changing the prices of the commodities and the rising investment in the transition to energy activities. Liquidity ratios show the sufficient short-term solvency of the company, but good operating cash flows support this. Efficiency ratios point out the areas of improvement in the working capital management, whereas gearing and investor ratios depict a wise capital structure and the future shareholder returns commitment. Simultaneously, the weaknesses of the ratio analysis were also admitted, as it needed to use historical data and did not consider any qualitative and strategic factors. The investment appraisal section proved the usefulness of Net Present Value and Internal Rate of Return in assessing long-term investment opportunities. The analysis of NPV showed clearly that the project that creates the greatest value is the one that was labelled as Option B, and IRR proved that the financial attractiveness of the project was great compared to the cost of capital of Westward. The capital rationing exercise also demonstrated the significance of defining the best mix of projects as opposed to focusing on the selection of individual projects under the impetus of capital constraint. The financing discussion has underscored the need to make an appropriate capital structure in line with investment decisions. A moderate amount of debt combined with retained earnings was found to be the most appropriate form of financing, needed to provide financial flexibility but at minimum risk and cost of funds. In general, the report affirms that sound management of a corporation is anchored on disciplined financial analysis. In the case of a global energy company such as BP, a strong financial analysis, strategic orientation and wise financing choice are pivotal in being uncertain, facilitating the energy transition, and achieving long-term sustainable shareholder value creation.
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Link of Financial Statement
2022 – https://www.bp.com/content/dam/bp/business-sites/en/global/corporate/pdfs/investors/bp-annual-report-and-form-20f-2022.pdf
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Gross Profit Margin
Gross Profit Margin = ×100
2023: £89,000𝑚/£189,000𝑚×100
	= 47.1%
2022: £96,000𝑚/£241,000𝑚×100
	= 39.8%
Operating Profit Margin
Operating Margin = ×100
2023: £22,500𝑚/£189,000𝑚×100
	= 11.9%
2022: £28,000𝑚/£241,000𝑚×100
	= 11.6%
Net Profit Margin
Net Profit Margin = 100
2023: £15,800𝑚/£189,000𝑚×100
	= 8.4%
2022: £21,400𝑚/£241,000𝑚×100
	= 8.9%
Return on Capital Employed (ROCE)
ROCE = ×100
Capital Employed = Total Assets − Current Liabilities
2023: £22,500𝑚/£124,000𝑚×100
	= 18.1%
2022: £28,000𝑚/£130,000𝑚×100
	= 21.5%
Current Ratio
Current Ratio = 

2023: £84,000𝑚/£82,000𝑚
	= 1.02:1
2022: £92,000𝑚/£86,000𝑚
	=1.07:1
Quick Ratio
Quick Ratio = 
2023: (£84,000𝑚−£28,000𝑚)/£82,000𝑚
	=£56,000𝑚/£82,000𝑚
	=0.68:1
2022: (£92,000𝑚−£31,000𝑚)/£86,000𝑚
	=£61,000𝑚/£86,000𝑚
	=0.71:1
Inventory Days
Inventory Days = ×365
2023: £28,000𝑚/£100,000𝑚×365
	= 102 days
2022: £31,000𝑚/£128,000𝑚×365
	= 88 days
Receivables Days
Receivables Days = ×365	​
2023: £41,000𝑚/£189,000𝑚×365
	= 79 days
2022: £45,000𝑚/£241,000𝑚×365
	= 68 days
Payables Days
Payables Days = ×365
2023: £39,000𝑚/£100,000𝑚×365
	= 142 days
2022: £42,000𝑚/£128,000𝑚×365
	= 120 days
Debt-to-Equity Ratio
Debt-to-Equity = 	​
2023: £72,000𝑚/£97,000𝑚
	= 0.74
2022: £80,000𝑚/£94,000𝑚
	= 0.85
Interest Cover Ratio
Interest Cover = 	​
2023: £22,500𝑚/£3,600𝑚
	= 6.25 times
2022: £28,000𝑚/£3,900𝑚
	= 7.18 times
Earnings per Share (EPS)

EPS = 	​
2023: £15,800𝑚/17,500𝑚
	= £0.90
2022: £21,400𝑚/18,000𝑚
	= £1.19
Dividend per Share (DPS)
Dividend per Share (DPS) = 

2023: 8,160m/17,000m
£0.48
2022: 7,500m/17,000m
£0.45
Dividend Cover
Dividend Cover = 
2023: 0.90/0.32
	= 2.81 times
2022: 1.19/0.30
	= 3.97 times
NPV of
Option A
Initial investment: £600,000
Annual capital allowance:
600,000 × 20% = £120,000
Tax shield:
120,000 × 25% = £30,000 per year
Cash flow after tax for project A:
	Year
	Pre-tax CF
	After-tax CF = CF × 75% + Tax shield

	1
	200
	(200 × 0.75) + 30 = 180

	2
	400
	(400 × 0.75) + 30 = 330

	3
	500
	(500 × 0.75) + 30 = 405

	4
	700
	(700 × 0.75) + 30 = 555



NPV Calculation
	Year
	After-tax CF
	DF
	PV(£,000)

	1
	180
	0.943
	169.7

	2
	330
	0.890
	293.7

	3
	405
	0.840
	340.2

	4
	555
	0.792
	439.6

	Total
	
	1243.2


Option B
Initial investment: £1,000,000
Annual capital allowance:
1,000,000 × 20% = £200,000
Tax shield:
200,000 × 25% = £50,000 per year

	Year
	Pre-tax CF
	After-tax CF

	1
	400
	(400 × 0.75) + 50 = 350

	2
	450
	(450 × 0.75) + 50 = 387.5

	3
	720
	(720 × 0.75) + 50 = 590

	4
	980
	(980 × 0.75) + 50 = 785



	Year
	After-tax CF
	DF
	PV(£,000)

	1
	350
	0.943
	330.1

	2
	387.5
	0.890
	344.9

	3
	590
	0.840
	495.6

	4
	785
	0.792
	621.7

	Total
	
	
	1792.3



Option C
Initial investment: £1,600,000
Annual capital allowance:
1,600,000 × 20% = £320,000
Tax shield:
320,000 × 25% = £80,000 per year
	Year
	Pre-tax CF
	After-tax CF

	1
	450
	(450 × 0.75) + 80 = 417.5

	2
	700
	(700 × 0.75) + 80 = 605

	3
	900
	(900 × 0.75) + 80 = 755

	4
	1200
	(1200 × 0.75) + 80 = 980



	Year
	After-tax CF
	DF
	PV(£,000)

	1
	417.5
	0.943
	393.7

	2
	605
	0.890
	538.5

	3
	755
	0.840
	634.2

	4
	980
	0.792
	776.2

	Total
	
	
	2342.6



IRR
NPV at 6%
= £792,300
NPV at 20%
	Year
	After-tax CF
	DF @20%
	PV in 000

	1
	350
	0.833
	291.6

	2
	387.5
	0.694
	268.9

	3
	590
	0.579
	341.6

	4
	785
	0.482
	378.4

	Total
	
	
	1280.5



NPV @ 20%:
£1,280,500 − £1,000,000 = £280,000
NPV at 30%
	Year
	After-tax CF
	DF
	PV in 000

	1
	350
	0.769
	269.2

	2
	387.5
	0.592
	229.3

	3
	590
	0.455
	268.5

	4
	785
	0.350
	274.8

	Total
	
	
	1041.8



NPV at 30%:
1,041,800 − 1,000,000 = £41,800
NPV at 33%
	Year
	After-tax CF (£000)
	DF @33%
	PV (£000)

	1
	350
	0.752
	263.2

	2
	387.5
	0.565
	218.9

	3
	590
	0.425
	250.8

	4
	785
	0.319
	250.4

	Total
	
	
	983.3



NPV = 983,300 − 1,000,000
NPV = –£16,700
IRR = 30%+
	32.14% (approximately)
Profitability Index (PI) = 

	Option
	PV (£k)
	Investment (£k)
	PI

	A
	1,243.2
	600
	2.07

	B
	1,792.3
	1,000
	1.79

	C
	2,342.6
	1,600
	1.46
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