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[bookmark: _Toc61470857]I. Introduction
Although its history dates back to the early 19th century, when the Samuel family still sold mussel shells in a small shop in London, Royal Dutch Shell was founded in 1907. It employs an average of 94,000 people and operates in more than 70 countries, one of the largest energy companies in the world- Today it's Shell. The Chief Executive Officer is Ben van Bürden, based in The Hague, the Netherlands. Royal Dutch Shell plc is the parent company of the Shell Group, is registered in England and Wales. The main strategy of the Shell Group is to respond responsibly to global energy needs and strengthen its position as a leader in the oil and gas industry. At the heart of our activities is safety and environmental and social responsibility.
•	They operate in more than 70 countries
•	Average number of employees - 86,000
•	66 million tons of liquefied natural gas sales during the year
•	They participate in 21 refineries
•	In producing of 3.7 million barrels of oil equivalent daily
Financial report
•	Income: $ 305.2 billion
•	Cost: $ 13.4 billion
•	Capital investment: $ 24 billion
•	Investment in research and development: $ 922 million
Royal Dutch Shell competitors include BP. Royal Dutch Shell ranks 1st in CEO Score on Comparably vs its competitors. See below how Royal Dutch Shell compares to its competitors with CEO Rankings, Product & Services, NPS, Pricing, Customer Services, Overall Culture Score, eNPS, Gender and Diversity Scores.
Upstream, downstream, and integrated gas - these are the three main business segments of the Royal Dutch Shell oil company. Its downstream revenues are from oil and gas refining for the production and sale of petroleum and chemical products, while upstream profits are from the exploration and production of crude oil and natural gas. Production and sale of natural gas and liquefied natural gas is part of its integrated gas segment.
The impact on the company's upstream profits and integrated gas comes from the prices of crude oil, natural gas and LNG. Segments weaken when prices are lower, and strengthen at higher prices. Purification margins, marketing margins, productivity and trading activities are leading the company's profits downstream.
Director change
Linda Stuntz, Non-executive Director, and Gerard Kleisterlee, Deputy Chair and Senior Independent Director, will not stand for re-election as Directors of the Company at the 2020 Annual General Meeting (AGM), having served as Directors for nine years.
Company Chair, Chad Holliday, said “Linda and Gerard have each proven themselves to be outstanding Directors, leaving legacies of which they should respectively be proud
[bookmark: _Toc61470858]Part-B
[bookmark: _Toc61470859]II. Financial analysis of Royal Dutch Shell
A comparison of items in the financial statements of a business is an analysis of the ratio. The liquidity, efficiency of operations and profitability of an enterprise, as well as an assessment of a number of its problems, is made by the analysis of the ratio. outside the business. Insiders have better access to more detailed operational information about the organization. For them, the analysis of the ratio is less useful for this reason.In order to be able to calculate the profitability ratios for a year and thus to perform a qualitative analysis for different periods or years, the ratio analysis is used to make a more accurate comparison of the different profit values that are shown in the income statement. Profitability ratios, liquidity ratios, efficiency ratios and investment ratios - these are the four main groups in which the ratios can be grouped.
[bookmark: _Toc61470860] Profitability ratios of Royal Dutch Shell (2015-2019) and BP Plc (2019)
The profitability of a company is one of the most important things for it. Financial ratios, which are profitability ratios, are one of the most commonly used tools for analyzing the financial condition of a company. They determine the return on equity of investors, as well as to determine the bottom of the company for its managers. For both the company's managers and its owners, profitability measures are of great importance. To steer a business in the right direction, management must have a measure of profitability. The management of the company must show the profitability of capital investors, if it wants to have external investors to buy shares in the company. The overall efficiency of the company in using its assets and results at the end of each quarter or year, as discussed and illustrated below, is shown by profitability ratios. Margin ratios and return ratios are the two groups into which profitability ratios are divided. 1. Representing the company's ability to convert sales dollars into profits at different stages of measurement, is the ratio that shows the margins. 2. The ability of the company to measure the overall efficiency of the company in generating returns for its shareholders are represented by the coefficients that show the return on capital.

[image: ]
Table 1. Profitability ratios of Royal Dutch Shell (2015-2019) and BP Plc (2019)
The return on cash used is used to measure a company's profitability. Investors typically use this ratio to determine whether a corporation is safe to invest in it or not. Vital to the company's profitability, ROCE is the profitability information generated by the company's total investment (Pike & Neale, 2009). By dividing operating profit by total equity plus current liabilities, this is how ROCE is calculated in this study. In their study, Saleem and Rehman (2011) calculated it in the same way. It is based on accounting figures that can be easily manipulated, this is one of its weaknesses. Sometimes the values ​​used to calculate them do not provide up-to-date information on the company's results, this is another weakness of this ratio. According to Watson & Head (2010), despite its weaknesses, for the company's profitability, ROCE remains the best indicator. 
               [image: ]
The graph above shows the changes in ROCE for the last five years at Royal Dutch Shell, as well as the profitability indicators of BP Group, which will be compared with each other for the period from 2019. In fact, this chart shows the ratious of the company (ROSE, ROE and ROA) for a period of 5 years. Obviously, the three ratios move with almost identical indicators in the different years of the period under review. In 2015 their levels are the lowest, but in the next three years they increase relatively. This is due to good management and the money conversion cycle. In table 1 comparing the three profitability ratios (ROSE, ROE and ROA) of the oil company Shell for 2019, with the same ratios of BP Group for the same period, it is seen that the rate of profitability of Shell is almost twice as high as that of BP Group. This shows that Shell is more profitable and performs better in the oil market.
The percentage of profit that the company receives from its activities before taxes and interest is reflected in the operating profit margin is a coefficient of profitability or efficiency. By dividing the operating profit by total revenue, is the way to calculate it. A percentage of the operating ratio is the company's operating expenses. Most often, this financial ratio is used for industries for which, for maintenance and operation, a large percentage of revenue is required. It is beneficial for the organization to have a higher operating margin ratio. This means that operating income takes most of the company's revenue. To maintain the financial health of the company, the operating margin ratio is of great importance. Table 1 shows that for the period from 2015 to 2019 that the rate of return increases proportionally, almost doubled each year. Only in 2019 there is a slight decline due to higher operating costs. Comparing Shell with BP Group for the period from 2019, it can be seen that the value of Shell's profitability ratio is twice as high as that of BP Group. This again, as with the other three profitability ratios, shows that Shell is more profitable than BP Group.
[bookmark: _Toc61470861]Efficiency ratios of Royal Dutch Shell (2015-2019) and BP Plc (2019)
The company's ability to use its assets and manage its liabilities effectively over the current period or in the short term is the efficiency ratio. Inventory turnover ratio, asset turnover ratio and receivables turnover ratio are included in the efficiency ratios. When the bank's costs increase or its revenues decrease, it means that the efficiency ratio has increased. An optimum efficiency ratio of 50% or less is considered optimal. Business is better the higher this ratio is. The way to improve the ratio is to increase revenue, and this can be done by serving more customers (ocom.com.au/).
[image: ]
Table 2. Efficiency ratios of Royal Dutch Shell (2015-2019) and BP Plc (2019)
The ratio of total sales or revenue to average assets is the assets turnover. To understand investors how effectively companies use their assets to generate sales, they use this metric. Also, to compare similar companies in the same sector or group, investors use the asset turnover ratio. The ratio between the value of sales or revenue of the company and the value of its assets, the turnover ratio of assets. Determining factor for the efficiency of the company is the turnover of assets. The efficiency with which a company expands its assets is an indicator of this. An asset turnover ratio of 2.5 or more can be considered good in the retail sector, while an asset turnover of between 0.25 and 0.5 in the utilities sector is good. The fact that the company uses its assets more efficiently can be seen from the higher turnover ratios. When a company does not use its assets efficiently, it is shown by lower ratio levels. In this case, there are probably problems with management or production. When a company's net sales are equal to the average total assets for the year, the ratio is. In other words, the company generates sales for every pound invested in assets. Table 2 shows for the period from 2015 to 2019 the levels of assetss turnover ratio. The curve of their period is variable and the average for the five years is about 0.7836, which in turn is a relatively good level of this ratio. Comparing BP Group sys Shell for the period 2019, it can be seen that BP Group presents itself in a slightly better light (Melville, 2017, p.369).
The fixed assets turnover ratio is usually used by analysts to measure operating results. The company's ability to generate net sales from its investments in fixed assets, namely property, plant and equipment, is measured by an efficiency ratio that compares net sales (income statement) with fixed assets (balance sheet). How efficiently a company is to generate sales from its existing fixed assets is revealed by the turnover ratio of fixed assets revealed. If management uses its fixed assets more efficiently, the ratio is higher. The company's ability to generate solid profits or cash flows does not say anything about the high ratio of fixed assets turnover ratio. An indicator of greater efficiency in managing fixed assets investments is the higher turnover ratio, but whether one company has been effective in generating income from such investments, there is no exact number or range to dictate this. Analysts and investors therefore compare the company's latest ratio or average ratios for the company's industry as a whole. Table 2 shows for the period from 2015 to 2019 the levels of the turnover ratio of fixed assets. For a period of 5 years they vary. The level of turnover ratio of Shell's fixed assets in 2019 compared to BP Group is slightly lower, but this is not an indication that they are not performing well.
[bookmark: _Toc61470862] Liquidity ratios of Royal Dutch Shell (2015-2019) and BP Plc (2019)
The liquidity ratio is used to determine the company's ability to pay its short-term debt. The ability of a company to use its current or liquid assets to cover its current liabilities is determined by this indicator. Any amount greater than 1 is a good liquidity ratio. The company is very unlikely to face financial difficulties. It is a good indicator that the company is in good financial health. The higher the safety margin, the higher the ratio that a business has to cover its current liabilities. This report examines three of the ratios of the liquidity ratio. These are the Current ratio, Quick ratios, and Cash ratios.
[image: ]
Table 3. Liquidity ratios of Royal Dutch Shell (2015-2019) and BP Plc (2019)
The values ​​of the current ratio is of great importance for the liquidity of the company. An indicator for the balance sheet financial performance of the company's liquidity is the current ratio. The company's ability to meet short-term debt obligations is shown by the current ratio. Whether a company has enough resources to pay off its debts over the next 12 months depends on the current ratio. This ratio is used by potential lenders when deciding to grant short-term loans. What is the efficiency of the company's operating cycle or its ability to turn its product into money, the current ratio can give an idea of ​​this. Working capital ratio is another name for the current ratio. The status of the company is much better, with higher values ​​of the ratio (Watson & Head, 2010). For some companies the current ratio 2 is good, but other companies are happy with the current odds of 1.5. A good enough indicator of problems in fulfilling its current obligations is a ratio below one. Strong operating cash flow can often be a support for the low current ratio. Also, there may be problems with working capital management at high values ​​of the current ratio. . Values ​​above 2 are accepted. As investing in current assets does not generate a return for the organizations, the results of the ratios show a negative relationship between the liquidity and profitability of the company (Pike & Neale, 2009). Table 3 above shows that the current ratio in the oil company Shell varies in the period from 2015 to 2019. In 2015 the current ratio was 1.31: 1, in 2016 - 1.17: 1, 2017 - 1.19: 1, in 2018 - 1.25: 1 and in 2019 1.16: 1, which in turn shows that the company's ability to pay its short-term liabilities is volatile. This depends on the company's profit over the years and also on the company's costs for each year. When costs are low the profit is higher. Therefore, the company's ability to repay short-term liabilities is greater. For the period 2019, comparing Shell with one of the competitors in the market - BP Group, we see that for the given period of BP Group the current ratio is 1.12: 1 and for Shell 1.16 :. The difference is not large, but it can be seen that in the given period Shell is in a better position to repay its current liabilities. Therefore, investors will prefer Shell compared to BP Group.
The quick ratio, using its most liquid assets, shows the company's ability to meet its short-term obligations. Fast assets are those assets of the company that can be quickly converted into cash. The fast ratio can measure the financial strength or weakness of a company. The company's ability to pay its current liabilities without the need to sell its inventory or obtain additional financing is the fast ratio. The company has better liquidity and financial health when the ratio is higher. Conversely, the probability that the company will struggle with the payment of debts increases with a lower ratio. The amount of short-term marketable assets available to cover short-term liabilities is the quick ratio. The value of the fast coefficient is 1 or higher to be good. In order for a company to cover its short-term liabilities and debts, it must have more liquid assets. A higher ratio of the fast ratio indicates that the company has more more liquid assets. The company's liquidity period can be determined by the value of the fast ratio. Lenders take information from the fast ratio to meet the company's short-term debt. This can happen if all the company's liquid assets are sold in the short term. The financial condition of the company is considered good when the values ​​of the ratio are higher than 1. When the fast ratio is below 1, it is a bad sign for partners and investors because it shows that the company cannot cover its current liabilities  ( Melville, 2017, p.368).        Table 3 above shows that the fast ratio in the oil company Shell varies in the period from 2015 to 2019. In 2015 the fast ratio was 1.09: 1, in 2016 - 0.87: 1, in 2017 - 0.87 : 1, in 2018 - 0.98: 1 and in 2019 0.86: 1. From the analysis made so far it can be said that the fast ratio was in the best position in 2015 compared to other years. This shows that, although a profitable company, Shell cannot cover its short-term liabilities without selling its products or raw materials. Comparing Shell with its competitor in the market - BP Group for the period from 2019, we see that it has a value of 0.83: 1, which is more unacceptable than Shell's values ​​for this period are 0.86: 1. The difference is not big, but the Shell company is presented in a better light to investors than BP Group.
The company's ability to cover its short-term liabilities using only cash and cash equivalents is shown by the cash ratio, which in turn is a measure of liquidity. The company's total cash reserves and almost all monetary securities represent the monetary ratio. All collected together and then divided into its total current liabilities. To determine the amount of money available to pay the borrower's interest expenses, the cash coverage ratio is very useful. For the amount of interest that must be paid to the available cash, this is the monetary ratio. The ratio must be significantly greater than 1: 1 to show sufficient solvency. The company's ability to repay short-term liabilities with highly liquid assets, which are measured by the liquidity-to-money ratio. A ratio of at least 0.5 to 1 is preferable. In order for the financial condition of the business to be better, your cash ratio should be higher. A signal of financial problems is when cash coverage falls below 2, while falling below 1 means that the business is in danger of default. Table 3 above shows that the monetary ratio in the oil company Shell varies in the period from 2015 to 2019. In 2015 the monetary ratio was 0.45: 1, in 2016 - 0.26: 1, in 2017 - 0.25: 1, in 2018 - 0.34: 1 and in 2019 - 0.22: 1. Analysing the whole five-year period, it can be seen that the monetary ratio is not satisfactory, because it is below 0.5: 1. However, comparing it with the competitor in the oil business BP Group, which has a monetary ratio for 2019 of 0.31: 1, it can be seen that it is not above 0.5: 1 ratio. However, with this ratio, the period 2019 is better for BP Group than for Shell Company. In order to become clearer about the position of these two companies, a more detailed analysis should be made comparing the levels in the industry as a whole. After such an analysis for 2019, it can be seen that the monetary condition of oil companies worldwide is in the ratio 0.18: 1. This in turn means that both Shell and BP Group are at a good level (www.readyratios.com).

[bookmark: _Toc61470863] Leverage (Gearing) ratios of Royal Dutch Shell (2015-2019) and BP Plc (2019)
Leverage has a significant impact on a company's profitability due to the tax shield (Dhaliwal, 2005). The function of the tax shield is to reduce the cost of capital, which in turn increases profits. In companies with leverage in financing / capital structure, management is under pressure to perform at a good level (Akintoye, 2008). Companies that generate an optimal capital structure can take advantage, this is the opinion of some researchers of leverage (Titman and Wessles, 1988; Upneja and Dalbor, 2001). A negative relationship between leverage and profitability was found by another group of researchers who conducted working capital and profitability studies and used leverage as a control variable (Samiloglu and Demirgunes, 2008; Christopher and Kamalavalli, 2009; Mathuva, 2010). Comparing the company's debt with other financial indicators, such as equity or company assets, a group of popular financial ratios, these are the ratios of financial absorption (gearing ratios). A measure of financial leverage, which determines the extent to which the company's actions are financed by share capital compared to the funds of creditors, these are гearing ratios. To ensure clarity about the source of funding for the company's activities, calculations of the gear ratio are of great help. This, in turn, shows whether they are able to withstand periods of financial instability, and also provides a better idea of the company's reliability.
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Table 4. Leverage (Gearing) ratios of Royal Dutch Shell (2015-2019) and BP Plc (2019)
The comparison of the company's total liabilities with its share capital, which can be used to estimate how much leverage a company uses, is the debt / equity ratio. A company or stocks with a higher risk for shareholders usually show higher leverage ratios. The debt /equity ratio means how many pounds of debt a company has for every 1 pound of equity. When the amount of debt financing through lenders is lower than the financing through equity through shareholders, it is shown with a low debt / equity ratio. Conversely, when a company obtains most of its financing by borrowing money, which in turn exposes the company to potential risk, if debt levels are too high, then the ratio is higher. The risk of bankruptcy if the business hits hard times, when most of the company's operations rely on borrowed money. The danger comes from the fact that even if the company has not earned enough to meet its obligations, it still has to pay minimum loan payments. Reducing profits can lead to financial stress or the bankruptcy of a company with high leverage. What is considered a "good" debt / equity ratio depends on the nature of the business and its industry. Generally speaking, a debt-to-equity ratio below 1.0 would be considered relatively safe. A 2.0 or higher will be considered risky, but some industries have much higher debt / equity ratios than others. In the Table 4. In the given task, the analysis is made on the basis of a five-year period 2015-2019 in the company Shell, on the debt / equity ratio. From the analysis made for the period 2015-2019 in the oil company Shell, the debt / equity ratio varies and the average for this five-year period is of the order of 1,080. This is a good debt / equity ratio and there is no risk for shareholders. Analyzes have also been made of Shell's comparison with its competitor BP Group based on the period from 2019. A clearer picture of how companies perform is given by comparing the ratios with the company within their industries. Comparing Shell and BP Group shows that in 2019 Shell had 1,122 pounds of debt for every pound of equity while the debt of BP Group was 1,931 per pound of equity. A comparison with the BP Group competition for 2019 shows that Shell is in better debt / equity ratios.
[bookmark: _GoBack]Dividing a company's total debt by its total capital, which is total debt plus total equity, is the way the debt / Capital ratio is calculated. By comparing its total liabilities with total capital, the debt / Capital ratio measures the financial leverage of a company. In other words, to finance its current operations compared to capital, businesses use the debt / Capital formula. What is considered a "good" debt / capital ratio depends on the nature of the business and its industry. In short, a ratio of 2.0 or higher would be considered risky, while a debt-to-capital ratio below 1.0 would be considered relatively safe. In Table 4 the values of all five years of the considered period are below 1. This shows that the company's financial leverage is good and the company can easily finance its current operations compared to the capital. The comparison between the oil company Shell and its business rival BP Group shows that both companies have a good debt/Capital ratio, because both ratios for 2019 are below 1. If we look at the figures accurately, Shell is in a better position than BP Group.

[bookmark: _Toc61470864]Part-C
[bookmark: _Toc61470865]A
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In this case project B is better than project A because payback period is shorter. Budgeting net profit will be higher. Also the revenue will be higher with project B. 
[bookmark: _Toc61470866]B
[bookmark: _Toc61470867]PAY BACK PERIOD
To describe how long it will take the business to recoup the investment made in the project, the financial term payback period is used. It does not take into account the time values of the money and does not include the cash flow after the investment. Some perspective on capital budgeting is provided by the assessment of the payback period, although it does not offer businesses a detailed analysis of the project. Also, if the payback period exceeds a certain schedule, some investors will not finance the project. 
Advantages of the Payback Method
The simplicity of the repayment method is its most significant advantage. Comparing several projects in this easy way and then selecting the project with a faster payback period. However, there are several practical and theoretical shortcomings in the return.
Disadvantages of the Payback Method
1. Does not take into account the time value of money and this is the biggest drawback of the repayment method. Greater weight of cash flows receive cash flows received in the early years of a project than those received in subsequent years. In cases where there are two projects with the same period, but one has higher income in the early period of the project and the other vice versa. If the method of payment is used, then the decision which project is better will not be objective.
2. Cash flows received after the payback period are disregarded and may in themselves result in higher returns and earlier returns.
3. Neglects the profitability of the project. The short payback period does not mean a large income and vice versa. It would be an unwise investment to invest in a project that will never return a profit, due to drastically reduced cash flows at the beginning of the period.
4. The return on investment in a project is not taken into account. In some companies, the project can be rejected only because, capital investment does not exceed a certain obstacle to the rate of return. The rate of return on certain projects is not accounted for by the repayment method (Götze, 2008).

[bookmark: _Toc61470868]ACCOUNTING RATE OF RETURN
The average net income divided by the average capital expenditures, expressed as an annual percentage, is the Accounting Rate of Return (ARR). The ARR formula is used for capital budget decisions. When deciding on a new project, this formula is applied. Compared to capital expenditures and based on expected future net profit.
Advantages of ARR
1.Compared to the target return, ARR provides a percentage return.                                        2.The entire profitability of the project is considered by the ARR.                                              3.Profitability takes its full focus.                                                                                                                         4.The profit accounting concept for calculating the rate of return is considered only by this method. Easy calculation of accounting profit.
Disadvantages of ARR
1.Reports only profits, but not cash flows (sometimes not the same)                                      2.The time value of the money is not reported                                                                         3.Profits that arise earlier are treated in the same way as those that come out at the end of the project period.                                                                                                                     4.Cash inflows do not take into account, but only accounting profits which in this case are not so important.                                                                                                                                                 5.In a situation where the investment in a project is made in parts, this method cannot be applied (Götze, 2008).

[bookmark: _Toc61470869]NET PRESENT VALUE
Subtracted from the present value of the benefits and the present value of the costs associated with a project is the net present value. The comparison of this cash flow with the current value of the project cash flows using the current value of the project cash flow is performed by the net present value. The difference between the present value of both cash flows is the net present value. Because the value of a dollar today usually exceeds the value of a dollar tomorrow, future cash flows and outflows in today's dollars are monetized by the concept of present value.

Advantages of the Net Present Value
1. It is based on the idea that dollars received in the future cost less than dollars in the bank today, and this is the most important feature of the net present value method.                       2. To find the value of cash flows from future years, the method discounts them back to the present.                                                                                                                                    3. To what extent a project will contribute to their value, through the NPV method can be clearly seen by shareholders.                                                                                                  4. The cost of the company's capital as a discount rate is used to calculate the NPV. By investing in the company, this is the minimum that shareholders want to return on their capital invested in the project (Götze, 2008).

Disadvantages of Net Present Value
1. Requiring guessing for future cash flows and estimating the company's capital costs is the biggest problem with using NPV.
Projects where there are different investment amounts, the NPV method is not applicable in the comparison. Large projects should have a larger NPV, with a larger cash investment, but at the same time, a small project may be a better investment with less investment.
3. In projects that have different lifespans, NPV is difficult to implement.
[bookmark: _Toc61470870]Non-financial factors for investment:
- suppliers and customers - improving relationships
- facilitating the recruitment and retention of staff
- Improving relations with the local community - Improving the reputation
- protection of intellectual property against potential competition
- the current and future legislation - meeting the requirements
- new skills and experience in new areas or strengthening management systems
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    BP Group balance sheet – 2019
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 BP Group income statement - 2019
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Total Current 

Assets-

Inventory/Total 

Current 

Liabilities

0.86 : 1  0.98 : 1 0.87 : 1 0.87 : 1 1.09 : 1 0.83:1

Ratio Formula

Royal Dutch Shell

LIQUIDITY RATIOS

Current Ratio

Total Current 

Assets/Total 

Current 

Liabilities

 1.16 : 1  1.25 : 1  1.19 : 1 1.17 : 1  1.31 : 1 1.12:1
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2019 2018 2017 2016 2015 2019

Ratio Formula

Royal Dutch Shell

0.517 0.658

LAVERAGE (GEARING)  RATIOS

Debt-Equity 

Ratio

Total debt / 

Total Equity

1.122 0.97 1.057 1.181 1.072 1.931

Debt-to-

Capital Ratio

Total debt / 

Total 

Equity+Total 

0.528 0.492 0.514 0.541
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Project AProjected  Cahs Flows (£m)

Year 0 1 2 3 4

-85 10 20 40 55

Calculations

PBP = 10+20+40=70 (3 years); 55-15=40 15/55=0.27; 3+0.27=3.27years

ARR =  Tota cash inflow   125

Total cash spent   85

Total Profit      40

Annual Average Profit 40/4 10

ROCE 1=10/85=0.117 11.76%

ROCE 2 = 10/42.5=0.2352 23.52%

NPV =-85+10/(1+10.5%)1+20/(1+10.5%)2+40/(1+10.5%)3+55/(1+10.5%)=6.9663
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Project BProjected  Cahs Flows (£m)

Year 0 1 2 3 4

-90 25 30 35 40

Calculations

PBP = 25+30+35=90 = 3 years

ARR =  Tota cash inflow   130

Total cash spent   90

Total Profit      40

Annual Average Profit 40/4 10

ROCE 1=10/90=0.1111 11.11%

ROCE 2 = 10/45=0.25 25%

NPV=-90+25/(1+10.5%)1+30/(1+10.5%)2+35/(1+10.5%)3+40/(1+10.5%)4=6.964


image8.emf
BP

2019 2018 2017 2016 2015 2019

Cash Ratio

Cash / Current 

liabilities

18055/79624=

0.22:1

26741/77813=0

.34:1

20312/79767=

0.25:1

19130/73825=

0.26:1

31752/70948=

0.45:1

22472/73595=

0.31:1

Formula Ratio

194486/10070

8=1.931

Debt-to-

Capital Ratio

Total debt / 

Total 

Equity+Total 

Debt

213873/19046

3+213873=0.5

28

196660/20253

4+196660=0.49

2

209285/19781

2+209285=0.5

14

222764/18851

1+222764=0.5

41

176036/16412

1+176036=0.5

17

194486/10070

8+194486=0.6

58

LAVERAGE (GEARING)  RATIOS

Debt-Equity 

Ratio

Total debt / 

Total Equity

213873/19046

3=1.122

196660/20253

4=0.970

209285/19781

2=1.057

222764/18851

1=1.181

176036/16412

1=1.072

264960/22268

7=1.18

Quick Ratio

Total Current 

Assets-

Inventory/Total 

Current 

Liabilities

68618/79624 

= 0.86 : 1

76365/77813 = 

0.98 : 1

70181/79767 

= 0.87 : 1

64794/73825=  

0.87 : 1

77536/70948= 

1.09 : 1

(82059-

20880)/73595=

0.83:1

278397/19165

0=1.45

Fixed Asset 

Turnover 

Sales / Fixed 

Assets

344877/28763

2=1.19

388379/275164

=1.41

305179/28570

9=1.06

233591/29927

2=0.78

EFFICIENCY RATIOS

Asset 

Turnover

Sales / Total 

Assets

344877/40433

6=0.852

388379/399194

=0.972

305179/40709

7=0.749

233591/41127

5=0.567

264960/34015

7=0.778

278397/29519

4=0.94

3935/264960=  

0.0148=1.48%

11706/278397

=0.0420=4.2%

LIQUIDITY RATIOS

Current Ratio

Total Current 

Assets/Total 

Current 

92689/79624 

= 1.16 : 1

97482/77813 = 

1.25 : 1

95404/79767 

= 1.19 : 1

86569/73825=  

1.17 : 1

93358/70948= 

1.31 : 1

Operating 

Profit Margin

Operating 

profit/Sales 

Revenue

30175/344877

= 0.0875 = 

8.75%

39366/388379=

0.1014=10.14%

13435/30579=

0.044=4.4%

8809/233591=  

0.0377=3.77%

82059/73595 

=1.12:1

3935/340157= 

0.0115=1.15%

11706/295194

=0.0396=3.96

%

ROE

Net Profit / Total 

Equity

16432/190463

= 

0.0863=8.63%

23906/202534=

0.1180=11.80%

13435/197812

=0.0679=6.79

%

4777/188511=  

0.0253=2.53%

2200/164121=  

0.0134=1.34%

4190/100708=

0.0416=4.16%

ROA

Operating 

profit/Total 

assets

30175/404336

=0.0746=7.46

%

39366/399194=

0.0986=9.86%

22172/407097

=0.0544=5.44

%

8809/411275= 

0.0214=2.14%

Royal Dutch Shell

PROFITABILITY RATIOS

ROCE

Operating 

profit/total 

equity+Curent 

liabilities

30175/324712

= 

0.0929=9.29%

39366/321381=

0.1225=12.25%

22172/327330

=0.67=6.7%

8809/337450= 

0.026=2.6%

3935/269209= 

0.014=1.4%

11706/100708

+73595=0.067

1=6.71%
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Consolidated Balance Sheet S miion
Notes Dec3t, 2016 Dec 31,2015
Assets
Non-current assels.
Intanaiole assets 8 23967 6283
Property. plant and equipment 9 236038 182838
Joirt vertures and associates 0 3255 30,150
Investrents in sscurifes 1 5952 3416
Deferred tax 7 14425 11,083
Retirerent benefits 8 1456 4382
Trage and ofher receivatles 2 9553 8717
324706 246799
Current assets
Inventories 3 2175 1582
Trage and ofher receivatles 2 45664 45784
‘Cash and cash equivalents. i 19130 N7
86569 93358
Total assets anars 0157
Liabilties.
Non-current iablties
Dent 5 8299 52809
Trage and other payatles % 6925 4528
Deferred fax 7 15274 8,976
Retirerent benefits 8 14130 12587
Decommissioning and oter provisions g 20618 26,148
148930 105,088
Current iabiffies
Dett 5 9484 550
Trage and ofther payatles % 53417 5270
Taxes payable 7 6685 823
Reirement benefts ® 455 £
'Decommissioning and other provisions 19 3784 4,065
73825 70,948
Tota labiities: 22764 176,036
Equity
‘Share capitsl 21 683 546
‘Shares held intrust 2 (901) (584)
Other reserves. 3 11298 (47.186)
Retained eamings 175566 180,100
Eauty atfibutable to Royal Dufch Shell pc shareholders 186646 162876
Non-controling interest 1865 125
Total it 188511 184,121
Tota labiites and equity anars 0157

‘Sianed on benak of e Board

Is/ Simon Henry

‘Simon Henry
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Consolidated Balance Sheet $ million
Notes Dec 31,2017 Dec 31, 2016
Assets
Non-current assets
Intangible assets 7 24.180 23967
Property, plant and equipment 8 226,380 236098
Joint ventures and associates 3 27.927 3255
Investments in securities 0 7.222 5352
Deferred tax 13 13.791 14425
Retirement benefits 7 2,799 1456
Trade and other receivables 1 9394 9553
311693 324706
Current assets
Invertories 2 25,223 21775
Trade and other receivables 1 49869 45664
Cash and cash equivalents 1 20,312 19130
95.404 96569
Total assets 407,097 41275
Liabilities
Non-current liabilities
Debt " 73.870 82992
Trade and other paables 5 4428 6325
Deferred tax 13 13.007 5274
Retirement benefits i 13.247 14130
Decommissioning and other provisions B 24,966 2951
129,513 148,939
Current liabiliies
Debt " 11.795 9484
Trade and other payables 5 56.663 53417
Taxes payable ® 7.250 6685
Relirement benefits 7 594 455
Decommissioning and other provisions k] 3,465 3784
79.767 73825
Total liabilities 209,285 222764
Equity
Share capital 2 696 683
Shares heldin trust 21 (917) (307
Other reserves 2 16,932 11298
Retained earnings 177.645 175566
Equity attribtable to Floyal Dutch Shell plc sharsholders 194,356 186,646
Non-controlling irterest 3,456 1865
Total equity 197,812 18851
Total liabilities and equity 407.097 4275

Signed on behalf of the Board
sl Jessica Uhl

Jessica Uhl
Chief Financial Officer
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TConsolidated Balance Sheet

$ million
Notes Deo 31,2013 Dec 31,201
Assets
Non-current assets
Intangible assets 7 23,486 23586
Property, plant and equipment [] 238,343 223175
Joint ventures and associales E] 22808 25329
Investments in securities 0 2,383 3074
Deferred tax i3 0524 2,097
Retirement benefits 7 4717 6,051
Trade and other receivables 1 8,085 7826
Derivative financial instruments i} 689 574
311,647 301,712
Current assets
Inventories 2 24071 20117
Trade and other receivables i 43414 42431
Derivative financial instruments 1 7,43 7.133
Cash and cash equivalents iE] 8,05 26,741
92,689 57.462
Total assets 404.336 399,194
Liabilities
Non-current liabilities
Debt u 81360 66,630
Trade and other payables i 2302 2735
Derivative financial instruments 1 1203 1333
Deferred tax ® 52 4,837
Felirernent benefits 7 BOT 1653
Decommissioning and other provisions i 21733 21533
134.249 18,847
Current liabilities
Debt " 15,064 10,134
Trade and other payables i 43208 43838
Derivative financial instruments 1 5429 7184
Taxes payable ® 6633 7437
Felirernent benefits 7 418 451
Decommissioning and other provisions i 2811 3659
79,624 77.813
Total liabilities 213,873 136,660
Equity
Share capital 20 657 685
Shares held in trust (1063) (1.260)
Other reserves 2 14,451 35
Retained eamings 172,431 782,606
Equity attributable to Royal Dutch Shell plc 186,476 198,646
Non-controlling interest 3987 3838
130,463 202,534
es and equity 404.336 399,194

| cons_balance sheet | P
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Consolidated Statement of Income

Notes
Revenue
Share of profit of joint ventures and associates
Interest and other income
Total revenue and other income
Purchases
Production and manufacturing expenses
Selling, distribution and administrative expenses
Research and development
Exploration
Depreciation, depletion and amortisation
Interest expense
Total expenditure
Income before taxation
Taxation charge/(credit) 16
Income for the period 4
Income atfributable to non-controlling interest
Income atfributable to Royal Dutch Shell plc shareholders
Basic eamings per share ($) 24
Diluted earnings per share ($) 24

o

S

2017
305,179
4,225
2,466
311,870
223,447
26,652
10,509
922
1,945
26,223
4,042
293,740
18,130
4,695
13,435
458
12,977
158
156

2016
233,591
3,545
2,807
240,033
162,574
28,434
12,101
1,014
2,108
24,993
3,203
234,427
5,606
820
4777
202
4,575
0.58
0.58

$ million
2015
264,960
3,527
3,669
272,156
194,644
28,005
11,956
1,003
5719
26,714
1,838
270,109
2,047
(153)
2,200
261
1,939
0.31
0.30
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Consolidated Statement of Income

$ million

Notes 2019 2018 2017

Revenue 4 344,877 388,379 305,179
Share of profit of joint ventures and associates 9 3,604 4,106 4225
Interest and other income 5 3,625 4,071 2,466
Total revenue and other income 362,106 396,556 311,870
Purchases 252,983 294,399 223,447
Production and manufacturing expenses 4 26,438 26,970 26,652
Selling, distribution and administrative expenses 4 10,493 11,360 10,509
Research and development 4 962 986 922
Exploration 4 2,354 1,340 1,945
Depreciation, depletion and amortisation 4 28,701 22,135 26,223
Interest expense 6 4,690 3,745 4,042
Total expenditure 326,621 360,935 293,740
income before taxation 25,485 35,621 18,130
Taxation charge 16 9,053 11,715 4,695
income for the period 4 16,432 23,906 13,435
Income aftributable to non-controling interest 590 554 458
income attributable to Royal Dutch Shell pic shareholders 15,842 23,352 12,977
Basic earnings per share (§) 2 197 282 158

Diluted earnings per share ($) 24 195 2.80 1.56
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Group balance sheet

At31 December S million
Note 2019 2018
Non-current assets
Property, plant and equipment 12 132,642 135,261
Goodwill 14 11,868 12,204
Intangible assets 15 15,539 17,284
Investments in joint ventures 16 9,991 8,647
Investments in associates 17 20,334 17,673
Other investments 18 1,276 1,341
Fixed assets 191,650 192,410
Loans 630 637
Trade and other receivables 20 2,147 1,834
Derivative financial instruments 30 6,314 5,145
Prepayments 781 1,179
Deferred tax assets 9 4,560 3,706
Defined benefit pension plan surpluses 24 7,053 5,955
. 213,135 210,866
Current assets
Loans 339 326
Inventories 19 20,880 17,988
Trade and other receivables 20 24,442 24,478
Derivative financial instruments 30 4,153 3,846
Prepayments 857 963
Current tax receivable 1,282 1,019
Other investments 18 169 222
Cash and cash equivalents 25 22,472 22,468
74,594 71,310
Assets classified as held for sale 2 7,465 =
82,059 71,310
Total assets S 295,194 282,176
Current liabilities
Trade and other payables 22 46,829 46,265
Derivative financial instruments 30 3,261 3,308
Accruals 5,066 4,626
Lease liabilities 28 2,067 44
Finance debt* 26 10,487 9,329
Current tax payable 2,039 2,101
Provisions 23 2,453 2,564
72,202 68,237
Liabilities directly associated with assets classified as held for sale 2 1,393 —
73,595 68,237
Non-current liabilities
Other payables 22 12,626 13,830
Derivative financial instruments 30 5,537 5,625
Accruals 996 575
Lease liabilities 28 7,655 623
Finance debt* 26 57,237 55,803
Deferred tax liabilities 9 9,750 9,812
Provisions 23 18,498 17,732
Defined benefit pension plan and other post-retirement benefit plan deficits 24 8,592 8,391
120,891 112,391
Total liabilities 194,486 180,628
Net assets 100,708 101,548
Equity
BP shareholders’ equity 32 98,412 99,444
Non-controlling interests 32 2,296 2,104
Total equity 32 100,708 101,548

* Finance debt on the comparative balance sheet has been re-presented to align with the current period. See Note 1 for further information.

Helge Lund Chairman
B Looney Chief executive officer
18 March 2020
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Group income statement

For the year ended 31 December $ million
Note 2019 2018 2017
Sales and other operating revenues 5 278,397 298,756 240,208
from joint ventures - after interest and tax 16 576 897 1177
Earnings from associates - after interest and tax 17 2,681 2,856 1,330
Interest and other income 7 769 773 657
Gains on sale of businesses and fixed assets 4 193 456 1,210
Total revenues and other income 282,616 303,738 244,582
Purchases 19 209,672 229,878 179,716
Production and manufacturing expenses 21,815 23,005 24,229
Production and similar taxes 5 1547 1,636 1,775
Depreciation, depletion and amortization 5 17,780 15,457 15,584
Impairment and losses on sale of businesses and fixed assets 4 8,075 860 1,216
Exploration expense 8 964 1,445 2,080
Distribution and administration expenses 11,057 12,179 10,508
Profit before interest and taxation 11,706 19,378 9,474
Finance costs 7 3,489 2,528 2,074
Net finance expense relating to pensions and other post-retirement benefits 24 63 127 220
Profit before taxation 8,154 16,723 7,180
Taxation 9 3,964 7,145 3712
Profit for the year 4,190 9,578 3,468
Attributable to
BP shareholders 4,026 9,383 3,389
Non-controlling interests 164 195 79
4,190 9,678 3,468
Earnings per share
Profit for the year attributable to BP shareholders
Per ordinary share (cents)
Basic " 19.84 46.98 17.20
Diluted " 19.73 46.67 17.10
Per ADS (dollars)
Basic n 1.19 282 1.0
Diluted 1 1.18 2.80 1.03
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BP

2019 2018 2017 2016 2015 2019

ROE

Net Profit / Total 

Equity

0.0863=8.63% 0.1180=11.80% 0.0679=6.79% 0.0253=2.53%  0.0134=1.34% 0.0416=4.16%

Operating 

Profit Margin

Operating 

profit/Sales 

Revenue

0.0875 = 8.75%0.1014=10.14% 0.044=4.4% 0.0377=3.77% 0.0148=1.48% 0.0420=4.2%

Ratio Formula

Royal Dutch Shell

PROFITABILITY RATIOS

0.014=1.4% 0.0671=6.71%

ROA

Operating 

profit/Total 

assets

0.0746=7.46% 0.0986=9.86% 0.0544=5.44% 0.0214=2.14%  0.0115=1.15% 0.0396=3.96%

ROCE

Operating 

profit/total 

equity+Curent 

liabilities

0.0929=9.29% 0.1225=12.25% 0.67=6.7% 0.026=2.6%


