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[bookmark: _Toc102145598][bookmark: _Toc102912885]Introduction
The report presents an analysis of the reasons for the internationalisation of one of the largest and oldest companies for production and trade in petroleum products - BP Plc. Only some of these reasons have been analysed. The company's finance sources are analysed, and the capital structure. According to the authors, this reveals the possible potential for financial investment. In support of this statement, the state of the company's working capital was critically analysed, and finally, the report ends with a definition and analysis of the risk factors determining the company's environment. Basic recommendations for dealing with these risks have been made.
[bookmark: _Toc102912886]Reasons why British Petroleum (BP) Corporation internationalised – Desislava Nankova (1913488)
It is interesting to note that internationalisation as a process is overcoming the physical borders of a country with a specific goal (Knight, 2015). This process is often associated with the unity of three main components: internationality, globalisation, and interculturality. In this case, the international company British Petroleum (BP global, 2018) can be said to transcend the country's physical boundaries in which it was established to produce and trade petroleum products. It is obvious that this is a process that covers not only territorial but also cultural and even legal borders. For example, the country must totally comply with the political system of Great Britain and the countries of Asia, in which it had a wide representation. An example is the political system of Iran - at the time when the company had economic relations, the system was a totalitarian regime (Chehabi, 2001), and Britain - a constitutional monarchy (Gordon, 2015). This creates a number of obstacles for a company such as BP. For example, there are many religious holidays and customs that do not allow work on certain days of the year. Despite these obstacles, the company has managed to financially penetrate many countries and grow to its current scale thanks to globalisation (Cnuced, 2008).
Another important reason that affects the activities of the oil services company is the specifics of the resource the company works with. It is well known that petroleum products are made from crude oil. Currently, the largest producers in the world can be seen in Figure 1. 
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Figure 1. Top 10 Countries with the Highest Oil Production (barrels per day) (World Population Review, 2022)
The specificity of the resource requires the company to communicate and conduct trade transactions with countries that are often totally opposite political and economic views. This is currently the case with the European Union after Brexit. British Petroleum sells on the mass market in Europe but has been heavily influenced by economic and political decisions since Britain withdrew from the union. Another factor playing a strong role in the company's internationalisation stems from the transformation of economies from national to private companies. An example is a period of Margaret Thatcher's rule (BBC, 2013), which carried out mass privatisations of a number of strategic national companies. This saves the British economy from total collapse and, at the same time, gives new impetus and impetus to companies such as British Petroleum. On the other hand, in Asia and a number of African countries, such as Libya, there is a completely opposite process of maintaining the private property. This plays a significant role in the life of the company by drastically reducing access to local markets and, most importantly, reducing access to valuable raw materials - crude oil.
Based on the importance of the crude oil resource and its importance for the company's main activity, we must take into account the fact that internationality arises from the presence of different countries in which there are deposits. Not surprisingly, the company has American involvement, as many deposits have been discovered in Alaska. The difficulty for the company arises from the fact that each US state has its own governance policy. Alaska is no exception.
In general, it can be said that the company BP Plc is international in nature, as a large part of its structure is scattered literally around the world. However, the company itself manages to manage its assets in a very successful way, and its presence is noticeable and recognisable around the world.
[bookmark: _Toc102145599][bookmark: _Toc102912887]BP Corporation’s sources of finance – Rumyan Zarankov (1913489)
It has already become clear that BP Plc is a Multinational Company. This suggests that its sources of finance stem from many different financial flows (Eun and Resnick, 2015). Conditionally, the sources of financing of the company can be divided into two main groups. The first is related to the origin of the share capital and in particular, to the amount of equity formed by investors and owners of the company. After all, BP Plc is a joint-stock company built by owners. The company is public and its shares are traded on the London Stock Exchange. Currently, the company's market price can be seen in Figure 2. The figure clearly shows that the company's GBS has grown by 28.49% in one year. This is an extremely drastic increase in the capital structure. Especially in a global pandemic. The reasons can be many, but the price of the stock market is directly related to the capital increase of the company's revenues. One GBX is one penny - i.e., 1/100th of a pound (GBP) (Tawnsend, 2021). By definition “In stocks, a notation used to indicate that a price is quoted in terms of pence instead of British pounds” (Farlex, Inc, 2003).
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Figure 2. Presentation of the company on the London Financial Exchange (Google Finance, 2022)
The second major flow of funds that the company uses for its own needs comes from sales revenue and all revenue in general. Figure 3 shows the main sources of funding for the last three years - 2019, 2020, 2021. From the budget presented in this way can be made a number of conclusions about the welfare of the company (BP p.l.c, 2022). 
First, it is clear that the company has generated for 2021 turnover from sales of its products 157,739 pounds. This looks very good compared to the previous year. For 2020, the company will sell products for 105,944. The difference is 51, 795. The reasons here can be many. In particular, the opinion is maintained that in 2021 the trade in products directly related to transport, such as fuels and lubricants, manages to regain its position from before the start of the pandemic. This becomes clear when we compare 2021 with 2019, which forms a turnover of 159,307 - only 1,568 more for the same indicator.
In the end, the world was locked, and transport reduced its volumes in 2020 due to the global pandemic of COVID-19, affecting all countries in which the company operates. The rapid recovery is due to the fact that transport companies, incl. logistics companies have dramatically increased their turnover. It was literally delivered to every customer's home, and this largely saved the business from a fatal end.
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Figure 3. Group Income Statement (BP p.l.c, 2022)
The second indicator that should be commented on and made an impression is the amount of total income. It is again evident that in 2021. the company has a total profitability of 164,195, which compared to the previous year, gives an increase of 55, 117 - for 2020. the total profitability of the company was 109,078. The specific reason also hides the growing circumstance that in 2021 the intensified movement of people will begin and the restrictive measures imposed by the Ministry of Health of the United Kingdom, again related to the Covid-19 virus, will be thawed to some extent. Another major reason for this fact is the drastic increase in Earnings from associates - after interest and tax, from a loss in 2019 of - (101) to reach 3,456 in 2021.
It is surprising that despite lower sales in 2021 compared to 2019, the company managed to generate a total profit before taxes and interest of 18,082 for 2021. Compared to 2019 where this figure is 11,706. Possible reasons lie in the increased revenue again from Earnings from associates - after interest and tax. It is generally established that despite the crises in recent years - the company remains a leading leader in the production of its products and fully manages to maintain its profit levels.
[bookmark: _Toc102145600][bookmark: _Toc102912888]BP Corporation’s capital structure – Grigor Zarankov (1914055)
The sources of financing are usually presented as a capital structure in the balance sheet positions of the company. For example, if a company's debt increases, then that debt will play a significant role in the capital structure. Again, as a rule, the company's equity is a set of share capital - quite often, it is called share capital, reserves that are set aside for future periods and the nature of the financial result expressed as profit or loss from the current year (CFI, 2015). The overall idea of the capital structure can be seen in Figure 4. The figure presents the content side of the capital structure, and in order to reveal the content, its elements must be considered in detail. 
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Figure 4. Capital Structure (CFI, 2015)
The ratio between equity and debt capital forms the appearance of the capital structure. If the equity increases, its ratio to the borrowed capital decreases, which often leads to an increase in interest rates on loans. If we look at the figure we will understand how things are in more detail in BP Plc. The figure presents a report for three consecutive years - 2019, 2020, 2021, and was again published in millions of dollars.
First of all, it is clear that the amount of liabilities, including sales is growing dramatically in 2021. On the other hand, profits are also growing due to the fact that in 2021 the so-called "Net impairment and losses on sale of businesses and fixed assets". Even this amount becomes a negative value – 1,121 – see Figure 5.
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Figure 5. Group Income Statement (BP p.l.c, 2022)
One of broader used definition of this coefficient is “Solvency ratios indicate a company's  in the context of its debt obligations” (Dotdash Meredith, 2019). A relationship between long-term debt and equity is required in this case, the data in Figure 6 will be used. A quick look at the table shows that the long-term debt for 2021 was 55,619. For comparison, for the previous year it was 63,305. This reduction in debt shows that the company's overall financial health is increasing. Moreover, the amount of equity also increases from 85,568 in 2020. at 90,439 in 2021. Due to many factors such as increased profit from operating activities. It is logical to take into account that the calculation of the ratio between the two quantities will show the following results. For 2021, the debt-to-equity ratio was 0.61, while the same ratio a year earlier was 0.73. The reduction of this indicator is a good indicator of the company's financial stability.
Another widely used indicator that reveals the capital structure is the ratio of costs to the company's assets (Velez-Pareja and Tham, 2010). This is an indicator that is calculated directly in percentages. For 2021, the company had 2.03% after taxes (Financial Modeling Prep, 2022). This means that investors will receive nearly two percent return on their investment in 2021.
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Figure 6. Group Balance Sheet  (BP p.l.c, 2022)
Another main indicator of the enterprise's capital structure is the ratio of equity to total liabilities. This ratio is called the solvency ratio. For 2021 the amount of equity was 90,439, while for the same indicator the previous year the figures show 85,568. The total amount of liabilities for 2021 of the company amounted to 196,833 and in 2020 were 182,086. The following data is obtained by calculating the solvency ratio. For 2021 - 0.46% or this represents the ratio of 90.439 / 196.833. For 2020 - 0.47 or this represents the ratio between 85,568 / 182,086. The figures show that the situation is almost the same and the company covers less than half of its liabilities.
[bookmark: _Toc102145601][bookmark: _Toc102912889]How BP Corporation manages and controls their working capital – Nadya Zarankova (1914056)
In the scientific literature, working capital is often borrowed from the current assets of the enterprise. In order to understand the nature of working capital, it is necessary firstly to characterise these assets of the enterprise and then calculate the Net amount of current capital. (Brigham and Houston, 2009). Starting with the structure of current assets. Current assets are those assets whose life is within one year. They could be seen in Figure 7. 
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Figure 7. Current assets of BP Plc (BP p.l.c, 2022)
As can be seen from Figure 7, the company's current assets are presented for 2021 and 2021. The following is noted:
· There is a reduction in the amount of short-term loans. In principle, loans are in the liabilities section of the balance sheet, but in this case, they are perceived as short-term assets because they are in nature a quick liquid asset to invest and cover losses when needed.
· The volume of available inventory has increased and the reasons for this can be many. For example, it may be a work of new products that have not been marketed. Another reason for the increase is the reduced sales of the company's products in the previous year due to the global pandemic.
· It is good news to state the fact that money has been collected from prepaid goods. This increases the company's reputation as a reliable partner in the trade of petroleum products.
· It is observed that cash payments have decreased. The main reason for this is the fact that during the pandemic, the world's population was literally warned to use as little cash as possible in terms of payments. Card payment services were stimulated and there was a rise in a number of non-banking institutions.
Secondly, the result between current assets and current liabilities should be calculated. The result can be two-way:
· The first option - is we have a positive value. This means that current assets exceed current liabilities, and the company can cover its short-term liabilities.
· The second option - we have a negative value. This means that current liabilities exceed current assets, and the company cannot repay its short-term liabilities for a certain period of time.
In order to calculate this ratio, the structure of current liabilities must be presented. This structure is presented in Figure 8.
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Figure 8. Current liabilities (BP p.l.c, 2022)
For 2021, the calculations show the following result: current assets (90,938) minus current liabilities (79,928) is equal to 10,010. This means that the value obtained is a positive number and the company in 2021 can cover its short-term liabilities. For 2020, the calculations show the following result: current assets (71,656) minus current liabilities (59,753) is equal to 11,903. This means that the value obtained is a positive number and the company in 2021 can cover its short-term liabilities. Compared in absolute terms, the two years show that despite the increase in short-term assets, the rate of increase in short-term liabilities is such that the absolute value in 2020 is higher. In other words, in 2020, there were more short-term funds available in the company. This is largely due to the global Pavid-19 pandemic and the ensuing recession.
Usually, when there is such a availability of short-term assets, it is possible for the company's management to make several decisions about how to spend these funds. The possible options are:
· investing in new products or upgrading services;
· production of additional production to generate profit at a later stage;
· covering other liabilities, such as interest on loans, etc .;
· distribution of one-time bonuses and rewards.
[bookmark: _Toc102912890]How country risks may affect BP’s investment opportunities in host countries – Ion Duluman (1917721)
[bookmark: _Toc101694414][bookmark: _Toc102722594]Range of business at BP
BP has a range of 4300 miles of petroleum products pipelines and has extended from Chicago to London with a capacity of 1.1 million barrels of hydrocarbon reserve daily. According to Lu et al. (2019), the company has developed several modern refineries for petroleum products in different regions of the US at Whiting in Indiana, Toledo in Ohio and Cherry Point in Washington. It is also in worldwide projects in around eighty countries in Africa and Asia. Their present headquarter is situated in London. 

Risk factors at BP
There are various risk factors included for the business development of BP. As per Schwing et al. (2020), the Deepwater Horizon oil spill is a record set of an oil spill that caused over 4.9 million barrels to spill in the Gulf of Mexico and has made a significant impact on the economic aspect of the country. It has also affected the ecosystem of the country to a greater extent. BP has taken responsibility for the big blunder caused and initiated to invest heavily in restoring the Gulf of Mexico (Marietou et al. 2018). The shore area of the Gulf has been impacted largely and has accounted for over 18 per cent of the loss of commercial seafood in the United States and other countries. The impact on the local area had been huge worth 5.5 billion dollars and a loss of 213,000 jobs. Many kinds of seafood like menhaden, oysters, blue crab, and shrimp have suffered around 550 million dollars. Though BP has taken the initiative in this context, still it has not been enough to restore it to its original state. Several local states have blamed BP for the event and the huge loss of revenue and jobs in the tourism and seafood industry. There have been various impacts on the ecosystem that have degraded and poisoned the seafood by mixing polycyclic hydrocarbons (Sun et al., 2018). This accumulation has made marine life inappropriate, and risks are there for various businesses to grow in this region. Many species in the marine region have been affected badly, putting their future lives in danger. There are also issues related to the scarcity of water. Various operations such as hydrofracturing, drilling, cooling, and oil sand manufacturing require freshwater availability, and that prospect has been hampered. The making of various pipelines across the country has also violated administration norms. 
We have seen the various risk factors that are involved in the prospect of BP.  Many species of the coastal region have been affected badly and have put their lives in danger. The economic and environmental effect has been huge regarding the scenario. Loss of jobs and revenue fluctuation has damaged the economic aspect of the country. There has been a big impact of hydrocarbons and petroleum-related products on the economic growth of the country.  Therefore, the administration of the country must look at this matter and help in the country's economic and environmental aspects.  
[bookmark: _Toc102912891]Recommendations
It would be difficult to make recommendations to the company's management, considering the experience and qualifications of the management, but still, the guidelines are in the following direction:
· The internationalization of the company requires a good knowledge of the rules of international trade. Leadership must consider intercultural, geographical, and demographic differences. Success comes with the prepared ones; that is why the management if it wants to expand the zones of the company's market, must follow the rules of international trade policy.
· It is important to maintain the upward trend in finances coming mainly from product sales. However, the leadership must take into account the fact that some unforeseen economic situations such as Tsovid-19 and foreseen as Brexit have arisen worldwide. These factors are only a small part of the factors shaping the appearance of sales and hence the final vision of financial sources.
· The assessment of the financial condition of the company is positive in the analysis of the capital structure. This trend must be maintained in order for BP to continue its rise;
· There is also a positive trend in the structure of working capital. This increases the company's reputation for foreign investment, which leads to an increase in the price of shares and, ultimately, the profit of BP.
· Only the most visible and recognizable factors are considered in the risk analysis. There may be many more potential threats that management needs to address.
[bookmark: _Toc102912892]Conclusion
After a critical analysis of one of the largest corporations for the production and trade of petroleum products, it becomes clear that the company is in a stable financial position. It is a condition that enables it to generate free financial resources for trade and investment. The global crisis and turbulence in the world market arose from many factors, such as the epidemic of the Covid-19 virus, Brexit, one of the largest trade unions, and others. Success lies behind the opportunity for investment, risk analysis and assessment. Thanks to its successful financial strategies, the company manages to maintain and increase its profitability.
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to finance operations, and managers will balance the two to find the optimal capital structure.
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sdequate because of changes in conditions, or that the degree of

b BP GBX 390.25

[ Home - Oxford Schoo... Accounting and Busin... [(JPython [J0BC G Mowa- Ventsislav Iva... @) ksaspro [ my.bucks

BP and Shell pre

o0\ GBX financial d= By Google Mpesoxn

+  110% v

B Google Mpesos

/investors/bp-annual-report-and-form-20f-2021.pdf %¢

Capital Structure

9

Experian - Home @) Documents | Sterling

4L

I

O 0 6

» O3 Apyrm ormercn

SN

Financial statements
Group income statement
Forihe year ended 31 December Sion
Nore 2021 2020 278
Sales and other operating revenues™ 5 157,739 105,944 169,307
Earnings from joint ventures — after interest and tax 15 543 (302) 576
Earnings from associates - after interest and tax 16 3,456 (101 2,681
Interest and other income 6 581 663 769
Gains on sale of businesses and fixed assets 3 1,876 2874 193
Total revenues and other income 164,195 109,078 163,526
Purchases® 18 92,923 57,682 90,582
Production and manufacturing expenses 25,843 22,494 21,815
Production and similar taxes 4 17308 695 1,547
Depreciation, depletion and amortization 4 14,805 14,889 17,780
Net impairment and losses on sale of businesses and fixed assets 3 (1,121 14,381 8,075
Exploration expense 7 424 10,280 964
Distribution and administration expenses 11,931 10,397 11,057
Profit (loss) before interest and taxation 18,082 (21,740 11,706
Finance costs 6 2,857 3,115 3,489
Net finance (income) expense relating to pensions and other postretirement benefits 23 @ 33 63
Profit (loss) before taxation 15,227 (24,888) 8,154
Taxation 8 6,740 (4,159) 3,964
Profit (loss) for the year 8,487 (20,729) 4,190
‘Attributable to
bp shareholders 7565 (20,305) 4,026
Non-controlling interests 922 (424) 164
8,487 (20,729 4,190
Earnings per share
Profit lloss) for the year attributable to bp shareholders
Per ordinary share (cents)
Basic 10 3757 (100.42) 19.84
Diluted 10 3733 (100.42) 1973
Per ADS (dollars)
Basic 10 225 (6.03) 119
Diluted 10 224 (6.03) 118

#2020 8nd 2018 numibers hisve been restated s  resut of changes to the presentation of revenues and purchsses relsting 10 physicaly setled derivetive contrscts effective 1 Janusry 2021. For more:

information see Note 1 8sss of preperation - Voluntary change in sccounting polcy.
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Non-current assets
Property, plant and equipment 11 112,902 114,836
Goodwill 13 12,373 12,480
ntangible assets 14 6,451 6,093
nvestments in joint ventures 15 9,982 8,362
nvestments in associates 16 21,001 18,975
Other investments 17 2,544 2,746
Fixed assets 165,253 163,492
Loans 922 840
Trade and other receivables 19 2,693 4,351
Derivative financial instruments 29 7,006 9,755
Prepayments 479 533
Deferred tax assets 8 6,410 7,744
Defined benefit pension plan surpluses 23 11,919 7,957
194,682 194,672

Current assets

Loans 355 458
nventories 18 23,711 16,873
lrade and other receivables 19 27,139 17,948
Derivative financial instruments 29 5,744 2,992
Prepayments 2,486 1,269
Current tax receivable 542 672
Other investments 17 280 333
Cash and cash equivalents 24 30,681 31,111
90,938 71,656
Assets classified as held for sale 2 1,652 1,326

»

~




image9.png
£ Investors | Home X 43 bp-annual-report-and-form-20 X N Grigor- FMReport 1-MyBib X Bk Google Mpesonau X #® Working Capital Definition x 4+ - X
<« C @ O B nhitps://www.bp.com/content/dam/bp/business-sites/en/global/corporate/pdfs/investors/bp-annual-report-and-form-20f-2021.pdf L% O L& In @O e =

£# Hai-nocewasanm K Kanwuranosa cipykyp... [l Home - Oxford Schoo... B Accounting and Busin.. (JPython [JOBC @ Mowa - Ventsislav lva.. @) ksaspro [ my.bucks % Experian - Home @) Documents | Sterling

@ M 178 01396

(2=
ecsion-maxing oy e
board

Learning, development and
induction

Board evaluation

People and governance
committee

Audit committee

Safety and sustainability
committee

Directors’ remuneration
report

Remuneration committee
Directors’ statements

Notes on finanancial
statements

Supplementary information
on oil and natural gas
(unaudited)

Parent company financial
statements of BP p.l.c.

Additional disclosures
Shareholder information
Glossary

Non-GAAP measures
reconciliations

Signatures

Cross reference to Form 20-F

Information about this report
Exhibits
Contact details

» O3 Apyrm ormercn

= [+ % © B8 N>»
Derivative financial instruments 29 5,744 2,992 ~
Prepayments 2,486 1,269
Current tax receivable 542 672
Other investments 17 280 333
Cash and cash equivalents 24 30,681 31,111
90,938 71,656
Assets classified as held for sale 2 1,652 1,326
92,590 72,982
Total assets 287,272 267,654
Current liabilities
Trade and other payables 21 52,611 36,014
Derivative financial instruments 29 7,565 2,998
Accruals 5,638 4,650
Lease liabilities 27 1,747 1,933
Finance debt 25 5,557 9,359
Current tax payable 1,554 1,038
Provisions 22 5,256 3,761
79,928 59,753
Liabilities directly associated with assets classified as held for sale 2 359 46
80,287 59,799
Non-current liabilities
Other payables 21 10,567 12,112
Derivative financial instruments 29 6,356 5,404
Accruals 968 852
Lease liabilities 27 6,864 7,329
Finance debt 25 55,619 63,305 v
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Crude oil production is defined as the quantity of crude oil (measured in barrels) that a country's o industry has extracted from the
ground and filtered for inert matter or impurities within a given time frame. Crude oil consists of a mixture of hydrocarbons of natural
origin (typically decayed prehistoric piant matter). Its physical properties can vary widely, ranging from yellow to biack in color and
displaying a broad range of densities and viscosities. The largest share of crude ol is used to make gasoline, jet fuel, diesel, and
heating oils—which makes crude oil arguably the most vital natural resource in the modern world. Heavier oil products are used to

witha magn o
and even'e ol state.

make asphalt for roads and lubricating oils such as petroleum jelly for soaps and detergents. tcanata

Top 10 Countries with the Highest Oil Production (barrels per day)

United States - 11,567,000
Russia - 10,503,000

Saudi Arabia - 10,225,000
Canada - 4,656,000

Iraq - 4,260,000

China - 3,969,000

United Arab Emirates - 2,954,000
Brazil - 2,852,000

Kuwait - 2,610,000

10. Iran - 2,546,000

© @ N e e s N

In 2018, the United States surpassed Russia and Saudi Arabia to become the world's largest crude oil producer. despite the fact that
several countries have larger total oil reserves. The main producers of o in the United States are Texas, federally owned offshore
facilties, New Mexico, and North Dakota. Alaska, Colorado, Wyoming, and California are also major contributors. In addition to being
the world's leading producer of oil. the U.S. is also the world's largest consumer of oil. In light of this, the U.S. imports additional oil
from several additional oi-producing countries.
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