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Abstract
Working capital is the amount of capital in circulation in a business and is used in the day to day operations of a firm. Therefore, the management of this capital is crucial for the firm's ability to meet its day-to-day operational requirements. As working capital is invested in the current assets and current liabilities, working capital management involves managing such balance sheet items. This project sought to analyze the working capital management of Philips 66 Company to understand the company management ability and achieve good working capital management for the firm's better health. The analysis involved a trend analysis of the different performance measures adopted and comparing the firm to other firms in the same industry. Since comparison would only have made sense if it was done on similar firms, this project involved a comparison of Philips 66 Company to Marathon Petroleum Corporation, as they operate in the same industry and have almost the same market share as indicated by the sales volume.
The analysis used financial data for the last five years ending with 2019 as filed with the Securities and Exchange Commission. The data was collected for the income statement items and also the balance sheet items. Different ratios were computed to gain an understanding of the various performance measures of the company in addition to the working capital management as the performances are interrelated. The ratios used were for profitability ratios in order to understand the liquidity position of the firm, profitability ratios to determine the management ability to control costs and generate superior profits, and also efficiency ratios to determine how efficient the management was in the utilization of company assets and other items in the generation of revenues.
Other ratios computed were the financing ratios to determine preference to certain financing means and debtor and creditor control ratios. The ratios were calculated by comparing the trend and comparing the ratios for Philips 66 with those of Marathon Petroleum Corporation. The analysis of the different performance measures has shown a general trend towards a superior performance than the competitor on the part of Philips and has shown improvement over time. However, there are several critical performance indicators where the firm has been found to be declining in performance, which can lead to working capital management problems. Problems in working capital management would lead to poor company performance. The areas are in a liquidity position that has been declining, long accounts payable days, and gross and profit margin.
Introduction
Working capital analysis is part of the broader discipline of financial statements analysis, which involves a closer look at the company's financial situation to help company management make more strategic decisions. Company stakeholders also use company financial analysis for different reasons. The most key stakeholders are the financers, suppliers, and investors, both current and potential. Financiers would use liquidity and solvency positions to determine whether they would provide finances. This use is because the ability to repay the granted finances would largely be dependent on the company situation in terms of liquidity and solvency. Suppliers would also determine whether it would be worth giving goods on credit to firms based on their ability to meet short-term obligations indicated by liquidity ratios.
On the side of potential investors, they use profitability to determine which firms to invest in. current investors would, on their part, use the financial statement analysis to make the critical sale or buy decisions. The investors would also use the analysis to advise and gauge management effectiveness. By looking at the company situation over the years, company management can know whether their situation is improving or decreasing. This knowledge would advise corrective measures, and if timely done, the firm remains to be strategic. In doing the analysis, a firm can look at its situation over the years and get more insights and compare its situation with other firms in the same industry. To have an all-round view of the company and to be able to advise appropriately, a firm should look at several conditions in addition to the working capital situation. Such conditions are for profitability, debt and credit management, efficiency, and debt levels in the firm's capital structure.
Company Analysis
Philips 66 Company is one of the firms operating in the consumer business. Their key focus is on energy, manufacturing, marketing, and logistics. Philips 66 was born through a merger between Conoco Inc. and Philips Petroleum Company in 2002. The predecessor companies had been in existence since 1875. In its marketing business, the firm buys and sells petroleum products refined by other companies. Philips 66 key focus on this segment is specialty products and is concentrated in the United States and European markets. The company also has interests in refining, chemical sector, and then its mainstream business in the petroleum sector. Philips achieves these diversifications through shareholding in other companies specializing in the services. Examples of these firms are the Chevron Philips Chemical Company, where it has a 50% shareholding, and DCP midstream LLC, where they also have a 50% shareholding.
Having been in existence since the early stages of petroleum development, the company has wide experience in the oil and gas sector. The company has been in existence for more than 100 years. The long existence gives the company the advantage of experience, and studying the company would disclose so much in terms of performance management in the industry. Several other firms are operating in the same industry. This makes the industry the best fit for analysis as with several other firms, as it is easy to gauge the management practices in place in specific firms and their results through financial statements. It is enhanced by comparing the firm's performance with other firms in the industry. As a very fast industry, analysis of a firm's firm is very appropriate and insightful, even to the general economy. A general look at the company and industry shows that the company has 24 other firms directly competing with it.
Using the latest full-year revenues to indicate market share, the firm has the fourth-largest market share trending Exxon Mobil Corporation, Chevron Corporation, and Marathon Petroleum Corporation. Since its market share is close to that of Marathon Petroleum Corporation, the analysis would make more sense if its analysis is gauged based on that competitor's performance. Other measures like the gross profit margin also show that the firm is comparable to Philips 66 and is a good one to compare with.
In terms of company size, currently, there are 14,500 employees, and its market capitalization is $22.044 billion. The company operates with a total asset base of $58.72 billion, and at the end of the year 2019, it had a share price of $50, which was the second-highest among the top 5 companies in their industry. The company has a vision for providing energy and improving lives. The company believes in operating excellence, social responsibility, environmental stewardship, and financial performance. These values are designed to deliver success and are complemented by strong governance practices, observing high degrees of ethics, and encouraging an inclusive culture. The effect of these values and practices can be seen in the financial statements of the company. Although it is not the market leader, the company has managed to be in the top five positions for quite some time, which is a signal of superior performance.
As seen by the total assets turnover, fixed assets turnover, and the working capital turnover, the firm has some degree of good performance, which indicates good management performance and especially on the management ability to control and manage the company's working capital. Over the last five years, the firm has maintained a total assets turnover of more than 1.5 and has improved from 1.7 to 1.9 over the five years. Compared to Marathon Petroleum Corporation, the company can better use its total assets to generate revenues. The highest ratio attained by Marathon Corporation over the period of study is 1.6. This is a good performance indicator on the part of Philips 66 Company as management does not have to invest too much in assets to generate a certain desired amount of revenues compared to the management of Marathon Corporation. Narrowing down to fixed assets, the ratio increases to 2.5 in 2019 has increased from 2.2 in 2016.
Further analysis in the use of working capital to generate returns for the company, the firm currently has a working capital turnover of 39.9 compared to 31.02 of Marathon Corporation. This shows that in every aspect, Philip's generation of revenues from their available resources is superior to that of Marathon Corporation. In debt coverage, the firm has its interest payments well covered by the amount of net income the firm is making. The position is, however, not consistent over time as it has been varying greatly, but in the worst-case scenario, the firm had enough net income to cover its interest obligations for 4.6 years. Its closest competitor has had a very low-interest coverage ratio, oscillating around 2.0.
This measure indicates the firm's long-term position as it shows that, even if things go south, the firm is covered at least for a period of 4 years by which adaptive measures would have been taken. In its financing structure, Philips firm has used more or less the same proportions as Marathon corporation. The position is indicated by the firm total liabilities to total assets and the firm equity ratio. The industry seems to use more debt than equity to finance its assets, and Philips management has adjusted to that best-suited industry practice.
As these working capital management decisions are supposed to lead to better returns to the investors, Philips 66 shareholders are well taken care of, at least compared to those of Marathon Petroleum Corporation. The coverage can be seen in the company return on common equity and return on total assets. These two ratios indicate the company's ability to reward shareholders for their investment in the company and the use of assets to generate a return, respectively. For the five years ending with December 2019, Philip's performance from this perspective has been superior to that of Marathon by some points. Whereas Philips's performance in 2019 was 11.32%, Marathon's return on common equity was 6.26%. The superior performance partly explains the superior share price performance and market capitalization of Philips compared to the industry. The companies have almost the same profitability of above 10% for gross profit margin and around 4.0 for the net profit margin, but looking at asset and the capital requirement to meet such performances, Philips has performed exceptionally well.
Working capital investment and short-term credit
Working capital is that part of the capital that is used in running the day to day operations of a business. Such capital is invested in current assets and can also be provided through the use of current liabilities. Philips 66 has continued to increase its investment in current assets over the years. However, Marathon Petroleum has been building up more current assets than Phillips. In 2015, Phillips 66 had more current assets than marathon Petroleum, but it has since been overtaken.
In determining whether it is good to have more current assets or fewer, its effects on revenue must be determined as it is not advisable to hold high volumes of assets if they are not translating top a greater business activity. To achieve this, the Current assets turnover ratio can be used. Looking at Philips's trend over the last five years, it is evident that it has been improving, suggesting that the firm has been generating more and more sales volumes for a given level of current assets. The ratio was 6.9 in the year 2016 and has increased to 7.9 in 2019. In 2018 the ratio was actually 8.3, which was an all-time high for the period under analysis. Looking at Marathon, the ratio has not been improving over time as there was only a minor improvement of 0.2 over the period under study. This little increment suggests that Philips 66 has made better management of its current assets to ensure that every decision is beneficial in terms of business activity. 
Another part of working capital is the current liabilities used to finance the current assets. Their effect can be determined using the net working capital. Whereas the position for Philips 66 has been decreasing, it has been improving for Marathon Corporation. This suggests that the current liabilities for Philips 66 are more exposed compared to those of Marathon Corporation. It, however, does not translate to be a better working capital management strategy as Marathon may have unnecessarily over-covered the current liabilities. Philips 66 can free some money for investment in other areas and use more current liabilities to finance their current assets. They just have to be careful not to expose themselves to liquidity problems. Looking at the specific items in the working capital, the firms have almost the same items, which suggests a match in the industry's best practices. The only key exception is Phillips having prepayments in their current assets list and which have consistently been there for the period under study. This may not be necessary, but that does not mean that it is a bad practice. They just have to confirm that it is necessary.
Inventory and accounts receivables management
Accounts receivable plays a key role in the performance of firms. They facilitate the boosting of sales revenue and are used by firms to increase their competitiveness in the industry. If not well monitored, they can be destructive as it leads to bad debts, which reduces firm profitability as they have to be written off. Delays in the collection can also negatively impact the cash cycle and its ability to meet other obligations. There is supposed to be a strike in the balance between the opportunity costs of maintaining accounts receivable and the benefits derived from them. Basically, a firm should aim to collect at the earliest possible moment and sell in cash as much as possible. This shortens the cash cycle, reduces the occurrence of bad debts, and boosts profitability but is not always possible. Inventory is the stock that is used in the generation of sales. In inventory management, a firm should seek to hold enough inventory to meet its sales. If the firm holds more than what is required, it incurs unnecessary holding costs that reduce the firm's profitability. However, holding more can make the firm benefit from price discounts and stabilize prices, which is beneficial. Apart from meeting customer needs, the firm should seek to optimize these benefits.
Analysis of Philips 66 Company has shown that the firm relatively maintained the same receivables collection pattern. Within the five years under analysis, the number of days the firm to collect has been oscillating between 18 and 21 days. This is not so bad for the company as looking at Marathon Petroleum Corporation. They operate in the same industry with a collection period of the same range, ranging from 18 to 20 days within the five years under study. In the company speed of converting inventory to revenue, the firm has been improving in this area as it has been taking lesser and lesser days to convert stock into sales. Taking less means that goods taken 8in credit can be sold, and the collection was done before the credit period allowed expires. The firm has shown a continuous improvement from 19 days to 13.9 days, hitting the best performance in 2018 at 12.9 days. The company performance is far much better than for Marathon Petroleum Corporation, whose best performance was only 30 days in 2017.A combination of both the inventory and receivables management shows that the firm takes approximately 35 days to convert stock into a real cash inflow compared to 40 days it was taking before. This shows a positive performance improvement.
Credit and accounts payable management
Accounts payables for a company are liabilities that are supposed to be met by the firm in some time in the future. It results from transactions like trade credit facilities, loans, overdrafts, unpaid bills, and other liabilities. Credit and accounts payable management, therefore, involves the management of these liability items. Management would involve making sure that the liabilities do not become overdue while at the same time maximizing on them for competitive advantage. If Philips 66 manages its credit and accounts payable appropriately, it will be benefited through an improved relationship with its suppliers, improved credit score, less credit-related litigations, and improved liquidity and solvency positions.
A firm like Philips 66 can also benefit by shortening its cash cycle by negotiating for longer credit terms and delaying payments as much as possible without compromising the existing business relationships. Payables and trade credit are sources of business financing, and if well utilized, they can boost the working company capital. Philips 66 and any other company should, however, be careful in their use. This caution is because payables have some disadvantages like effect on credit rating, and if poorly managed, they can damage a corporate image and the firm business relationships. In determining the accounts payable management by Philips 66 Company, payable days can be used.
An analysis of the company position has shown that currently, the firm pays within 27 days. The trend had been decreasing since the year 2016, hitting the lowest in 2018. Such an improvement is likely to affect credit score positively and improve relationships with suppliers. However, if not matched with collections, it can hurt the ability to meet some cash obligations. The firm should strive to match the accounts payable days to the sum of accounts receivable days and the inventory days. The match would ensure that payments are derived from collections, and this will prevent them from facing a challenge in payments or having to borrow to pay to lead to a debt cycle. Compared to Marathon Petroleum Corporation, Philips pays off its payables much earlier, which is good for the company. Philips should continue to strive to pay early but must ensure that collections from sales meet such payments.
In their report to the shareholders, the firm disclosed that they have a revolving fund that could be used for direct bank borrowing, which will mature in July 2024. They also have a commercial paper for the financing of working capital, and at the end of 2019, there was no any outstanding commercial paper. This situation shows better management of available credit facilities. They also ensure that their commercial papers are limited to 90 days. The limiting is good for their planning as they can project business activities for the next 90 days, unlike when it's too much into the future.
Payment methods practiced by the company
The company has used very diverse financing means to cater to its financial needs. The firm has adopted a good combination of both long term and short term sources. For the short term finances, the company uses trade payables, short-term debt, and accruals to finance its operations. Adopting these finances allows the company to finance some of its needs without necessarily having to incur a direct cost.
The benefit is because most of these current liability financing sources do not attract interest compares to the likes of loans and bonds. The company has also been clever to use minimal of these short-term financing as it also directly impact the corporate image and liquidity position.  The long-term sources the company has adopted include bonds, notes, loans, and lease finances. The diversity has ensured that the company enjoys every other source's benefits while diversifying to reduce the negative influences of some of the debt financing methods.
Accounts Receivable Monitoring and Control
Accounts receivable are debtors to a company, and their monitoring and control are very crucial. The monitoring ensures that the debts are paid at the right time and reduces the possibility of having bad debts. In determining a firm's ability to monitor them, there is the use of account receivable days and very closely related to the day's inventory ratio. Using the accounts receivable days, the firm is seen to have performed more or less the same as the competitor Marathon Petroleum Corporation. This shows that there is a general trend in the industry so that most of the customers pay within 21 days. The company, therefore, has managed to perform well in this area and has managed to be at an overall advantage by performing very well in inventory days and accounts payable days. The proper monitoring and control of accounts receivable have saved the company a lot in bad debt writeoffs avoidance.
Cash positioning and cash management system of the company
Working capital management cannot be complete without looking at cash management. Cash management involves any step taken to ensure that adequate cash is available to meet any cash requirement that may arise. This situation can be improved by taking the least time to convert inventory into sales, selling on cash or collecting early, and also delaying payments as much as possible without compromising trade credit and other liability covenants. The effect of cash management manifests itself in the cash conversion cycle. This cycle is the number of days cash committed in inventory now will take to be collected from sales. The shorter the duration, the better it is for any company. It currently takes eight days for the cash of Philips 66 Company to go round the cycle. It is a good performance compared to the industry. Marathon Petroleum Corporation takes a total of 18 days for its cash invested in stock to be collected from customers. There is a trend in the industry that shows a slight increase in the cash conversion cycle as and both of them showing the best situation in 2018.
The firm can also look at the generation of revenue from a certain amount of cash. Using the cash turnover ratio, Philips 66 Company has performed poorly compared to Marathon Corporation. Currently, the ratio stands at 67.88 compared to 81.7 for Marathon Corporation. The ratio shows that Marathon can generate more revenue for an equal amount of money compared to Philips 66. The situation in Philips has been improving consistently for the last four years, and there are hopes that the management has been taking measures to improve on the situation.
Disbursements and Collections
The company has also been having disbursements and collections related to its ordinary business. The company disburses cash to non-controlling interests. The amounts have been increasing as profits grew and stood at $241 million in 2019, up from$207 a year before. Other forms of disbursements done by the company are the payment of dividends and repurchase of shares. Disbursements are expected to affect the company's working capital by affecting the current assets when cash reduces. The company has also been making collections and especially from the issuance of shares. The company gets collections by issuing its shares and from those of Philips 66 Partners, LLP. Issuance for its shares has been decreasing and only stood at $32 million in 2019 compared to $39 in 2018. Those from the issuance of partner shares decreased before rebounding back in 2019 to earn $173 million. The company financial statements disclosed a total collection of $2,055 million, $2,942 million, and $1,270 million were received in the years 2019, 2018, and 2017 respectively, from affiliate distributions. An analysis of the company distributions shows a company that gets huge distributions that can be used to improve its working capital position. The position is also boosted by its affiliate companies, which form part of the suppliers and customer bases. In comparison to the disbursements to other parties, the company closes at a net inflow.
Liquidity Management
Liquidity in a business is the business's ability to meet obligations as they fall due. It is a critical situation as the inability to meet obligations can bring problems to the company, such as being denied credit facilities, reducing credit rating, and seizure of the firm assets. Current obligations are the short term liabilities, and current assets are the best bet in meeting them. Therefore, liquidity management involves the management of both current assets and current liabilities, both of which form working capital. Networking capital is the net of current assets adjusted for current liabilities. This indicates a strong ability to meet its obligations as they become current. A firm with higher net working capital is more able to meet its obligations as they fall due.
Several measures can be used to measure the ability of a firm to meet its current obligations. Common measures used are the net current assets, current ratio, cash ratio, and the acid test ratio. The measures help in gauging a firm's liquidity position by looking at it from different angles to have more insights. The basic measure is the net working capital, which determines the excess of current assets over current liabilities. A firm would be safe with a positive net working capital. Another measure is the current ratio, which is a ratio of current assets to current liabilities. The higher the ratio, the more liquid a firm is, and the more the firm are safe in meeting its current obligations. Looking at Phillips 66 Company, the current ratio for the year 2019 was 1.24, which shows that the firm has more current assets than current liabilities. Looking at its trend for the last five years, the firm has experienced a general decline in its liquidity position from 1.63 in 2015.
The same trend is being experienced in the industry as it is shown by comparison with Marathon Petroleum Corporation, whose current ratio has decreased from 1.49 to 1.25. The decline rate for Philips 66 is alarming as it has decreased by 24% compared to 16% of Marathon Petroleum Corporation. Though the firm is still in a safe zone, the trend and the rate at which its ability to meet short-term obligations is deteriorating should cause an alarm. A more insightful measure is the acid test ratio, as it considers the more liquid assets. This measure is relevant as some assets like inventory are not easily convertible to cash and may be converted at a discount.
For Philips 66 Company, the ratio is at 0.77, while it is 0.58 for Marathon Petroleum Corporation. The ratio shows that the firms cannot adequately meet their short-term obligations using the most liquid assets, but Philips 66 is better positioned than its competitor firm in the same industry. The ability has been decreasing over time, just like the current ratio. The ratio has declined by 22% from 0.99 for Philips compared to 9% from 0.64 for Marathon Petroleum Corporation. This continues to show that there is a problem in Philips 66, as indicated by the rate of its deterioration of important ratios. Therefore, the company should be concerned and take corrective measures to prevent further deterioration of the liquidity position. It should ensure that current liabilities are only used to finance current assets and that current assets on fixed assets should be well thought out. The action will prevent erosion of current assets when current liabilities are building up.
Conclusion
A comprehensive analysis has been done on Philips 66, focusing on the company working capital strategies and other management performance indicators. The areas looked at deeply included the company general analysis, investment in working capital and short-term credit, inventory and receivables control, and credit and accounts payable management. Also looked at are the company monitoring and control of accounts receivable, company cash management strategies, and liquidity management. The focus was on the trend and implication of the performance measures on company performance.
Analysis of the company has indicated that it has been in operation for quite some time, and this should have given it the advantage to be a market leader if it had been managed well. The company is currently in position 4 in an industry of 25 companies. Though not the market leader, this is a recommendable performance. The company has also been found to have good returns to the equity holders, and this has made the company shares to perform well and also the company market capitalization. The company's returns have been boosted to generate revenue from the least possible amount of assets and capital, as indicated by the return to total assets and return to total capital, respectively. Return on the working capital ratio is also very high, indicating that the firm generates more revenues than the competitor for equal amounts of working capital. However, Philip's gross and net profit margins are more or less the same as those of the industry. Based on its efficiency, Philips should perform better in these two measures by controlling its costs well. Profitability is, therefore, an area where the management needs to improve on.
A look at the firm security pertaining to the coverage of interest by net profit has indicated that the firm makes enough profit to cater to interest payment obligations for at least four years compared to 2 years of the competitors. The conclusion here is that the management has controlled their interest expenses very well and, therefore, is not a threat to its survival.
In working capital, the firm has been found to hold lower levels of working capital. This is risky as the firm may not be cushioned against short term unexpected shifts in demand for their products. Management of Philips should seek to increase working capital as it is the one that determines the level of business activity. Philips can also develop strategies that would cushion it from such unexpected demand shifts.
In the management of receivables, Philips has been found to take, at an average, approximately 20 days to collect outstanding accounts. The competitor company considered has the same average collection days, meaning that it is likely to be taking such days. The performance indicates that Philips does not have a competitive advantage in this area, something they really have to look for. They should structure and see how they can entice earlier payments. The strategy may involve giving of discounts on paying before a target collection period. The management can also develop enticements for cash payments to encourage it. In inventory conversion, Philips's position has improved so much as seen by a reduction in the number of days it takes to convert inventory into a sale. This performance is commendable, and the management should keep pressing on.
In credit management, the firm has been found to be taking, at an average of 27 days to pay its liabilities. This shows that the management has negotiated with suppliers for longer credit periods, and this enables them to have enough time to sell and collect from debtors before the amounts charged become due. This is recommendable, but Philips 66 management should ensure that it does not affect the firm credit rating as it can impact on the firm cost of capital.
On financing, Philips 66 has been found to have diversified its sources using a mix of both short and long term sources. This diversification is highly recommended as it allows the firm to get the best source under the prevailing conditions. It is also showing the trust, different financiers have in the company.
Philips 66 performance from the perspective of cash management has been determined using the cash conversion cycle. Currently, the cycle is eight days long and comparing that to that of Marathon Corporation, it is a super performance. Marathon currently takes 18 days, which is more than double that of Philips. The firm should continue to press for longer credit periods, cash sales, and discounts to facilitate debtor early repayment but should not compromise the corporate image and sales revenue.
Another perspective focused was the liquidity performance. It was concluded that the firm had been experiencing a decline in its liquidity indicator ratios. The reduction in the position shows that the firm ability to meet obligations falling due reduces. The management is encouraged to take measures to ensure that the available current assets well cover current liabilities. The achievement of this coverage will involve ensuring that no current liabilities are used to finance long term assets. Although there is a general decline in the industry's liquidity position, as evidenced by a decline for Marathon Petroleum Corporation, it is the decline rate for Philips 66, which is alarming. Considering the acid test ratio for further analysis, Philips 66 performs better as its current assets are very liquid. However, the current liabilities are not fully covered, as indicated by the ratio, but there is a good gesture. The firm needs to hold more and more very liquid assets to take care of obligations.
Generally, Philips 66 has taken good measures to advance its working capital management and advance its overall performance. Save for the few points the management should act on, there is a generally positive performance compared to the industry and improvement, as seen from trend analysis. The firm management should focus on the few deficiencies as a string is as strong as its weakest link. Acting on the deficiencies will reduce risks associated with the business.
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Appendix
Consolidated Statement of Income Summary for Phillips 66
	
	Millions of Dollars

	Years Ended December 31
	2019
	2018
	2017
	2016
	2015

	Revenues and Other Income
	
	
	
	
	

	Sales and other operating revenues*
	107,293 
	111,461
	102,354
	84,279
	98,975

	Equity in earnings of affiliates
	2,127
	2,676
	1,732
	1,414
	1,573

	Net gain on dispositions
	20
	19
	15
	10
	283

	Other income
	119
	61
	521
	74
	118

	Total Revenues and Other Income
	109,559
	114,217
	104,622
	85,777
	100,949

	Costs and Expenses
	
	
	
	
	

	Purchased crude oil and products
	95,529
	97,930
	79,409
	62,468
	73,399

	Operating expenses
	5,074
	4,880
	4,699
	4,275
	4,294

	Selling, general and administrative expenses
	1,681
	1,677
	1,695
	1,638
	1,670

	Depreciation and amortization
	1,341
	1,356
	1,318
	1,168
	1,078

	Impairments
	861
	8
	24
	5
	7

	Taxes other than income taxes*
	409
	425
	13,462
	13,688
	14,077

	Accretion on discounted liabilities
	23
	23
	22
	21
	21

	Interest and debt expense
	458
	504
	438
	338
	310

	Foreign currency transaction (gains) losses
	5
	-31
	  -
	-15
	49

	Total Costs and Expenses
	105,381
	106,772
	101,067
	83,586
	94,905

	Income before income taxes
	4,178
	7,445
	3,555
	2,191
	6,044

	Income tax expense (benefit)
	801
	1,572
	-1,693
	547
	1,764

	Net Income
	3,377
	5,873
	5,248
	1,644
	4,280

	Less: net income attributable to non-controlling
	
	
	
	
	

	interests
	301
	278
	142
	89
	53

	Net Income Attributable to Phillips 66
	 $ 3,076 
	5,595
	5,106
	1,555
	4,227

	
	
	
	
	
	

	Net Income Attributable to Phillips 66 Per
	
	
	
	
	

	Share of Common Stock (dollars)
	
	
	
	
	

	Basic
	 $  6.80 
	11.87
	9.90
	2.94
	7.78

	Diluted
	6.77
	11.80
	9.85
	2.92
	7.73

	Weighted-Average Common Shares
	
	
	
	
	

	Outstanding (thousands)
	
	
	
	
	

	Basic
	451,364
	470,708
	515,090
	527,531
	542,355

	Diluted
	453,888
	474,047
	518,508
	530,066
	546,977



Consolidated Statement of Income Summary for Marathon Petroleum Corporation
	
	(In millions, except per share data)

	
	2019
	2018
	2017
	2016
	2015

	 Revenues and other income: 
	
	
	
	
	

	 Sales and other operating revenues(a) 
	123,949 
	96,504 
	74,733 
	63,339 
	72,051 

	 Income from equity method investments 
	  394 
	373 
	306 
	-  185 
	 88 

	 Net gain on disposal of assets 
	  307 
	23 
	10 
	 32 
	7 

	 Other income 
	  163 
	 202 
	320 
	178 
	112 

	 Total revenues and other income 
	124,813 
	97,102 
	75,369 
	63,364 
	72,258 

	 Costs and expenses: 
	
	
	
	
	

	 Cost of revenues (excludes items below)(a) 
	110,243 
	86,066 
	67,089 
	 49,170 
	55,583 

	 Impairment expense 
	 1,197 
	-
	-
	130 
	144 

	 Purchases from related parties 
	
	
	
	509 
	308 

	 Inventory market valuation adjustment 
	
	
	
	-  370 
	370 

	 Consumer excise taxes 
	
	
	
	7,506 
	7,692 

	 Depreciation and amortization 
	 3,638 
	2,490 
	2,114 
	2,001 
	1,502 

	 Selling, general and administrative expenses 
	 3,408 
	2,418 
	1,694 
	1,605 
	1,576 

	 Other taxes 
	  751 
	557 
	454 
	435 
	391 

	 Total costs and expenses 
	119,237 
	91,531 
	71,351 
	 60,986 
	67,566 

	 Income from operations 
	 5,576 
	5,571 
	4,018 
	2,378 
	4,692 

	 Net interest and other financial costs 
	 1,247 
	1,003 
	674 
	-  556 
	318 

	 Income before income taxes 
	 4,329 
	4,568 
	3,344 
	1,822 
	4,374 

	 Provision (benefit) for income taxes 
	 1,074 
	962 
	-  460 
	609 
	1,506 

	 Net income 
	 3,255 
	3,606 
	3,804 
	1,213 
	2,868 

	 Less net income attributable to: 
	
	
	
	
	

	 Redeemable non-controlling interest 
	 81 
	75 
	65 
	 41 
	  -

	 Non-controlling interests 
	  537 
	751 
	307 
	-  2 
	 16 

	 Net income attributable to MPC 
	 2,637 
	2,780 
	3,432 
	1,174 
	2,852 

	 Per Share Data (See Note 8) 
	
	
	
	
	

	 Basic: 
	
	
	
	
	

	 Net income attributable to MPC per share 
	 4 
	5 
	7 
	2 
	5 

	 Weighted average shares outstanding 
	  659 
	518 
	507 
	528 
	538 

	 Diluted: 
	
	
	
	
	

	 Net income attributable to MPC per share 
	 4 
	5 
	7 
	2 
	5 

	 Weighted average shares outstanding 
	  664 
	526 
	512 
	530 
	542 





Balance Sheet Summary for Philips 66
	Report Date 
	 2,019 
	 2,018 
	 2,017 
	 2,016 
	 2,015 

	
	$ Millions

	 Cash & cash equivalents 
	1,614 
	3,019 
	3,119 
	2,711 
	3,074 

	 Accounts & notes receivable, gross 
	7,417 
	5,436 
	6,453 
	5,519 
	4,466 

	 Less: allowances - accounts & notes receivable 
	41 
	22 
	29 
	34 
	55 

	 Accounts & notes receivable, net 
	7,376 
	5,414 
	6,424 
	5,485 
	4,411 

	 Accounts & notes receivable - related parties 
	1,134 
	 759 
	1,082 
	 912 
	 762 

	 Crude oil & petroleum products 
	3,452 
	3,238 
	3,106 
	2,883 
	 -

	 Materials & supplies 
	 324 
	 305 
	 289 
	 267 
	 -

	 Inventories 
	3,776 
	3,543 
	3,395 
	3,150 
	3,477 

	 Prepaid expenses & other current assets 
	 495 
	 474 
	 370 
	 422 
	 532 

	 Total current assets 
	14,395 
	13,209 
	14,390 
	12,680 
	12,256 

	 Equity investments 
	 14,284 
	 14,218 
	13,733 
	13,102 
	 -

	 Loans & long-term receivables 
	 157 
	97 
	94 
	 334 
	 -

	 Other investments 
	 130 
	 106 
	 114 
	98 
	 -

	 Investments & long-term receivables 
	 14,571 
	 14,421 
	13,941 
	13,534 
	12,143 

	 Midstream, gross 
	 11,221 
	9,663 
	8,849 
	8,179 
	6,978 

	 Less: accumulated depreciation & amortization - midstream 
	2,391 
	2,100 
	1,853 
	1,579 
	1,293 

	 Midstream, net 
	8,830 
	7,563 
	6,996 
	6,600 
	5,685 

	 Refining, gross 
	 23,692 
	 22,640 
	22,144 
	21,152 
	20,850 

	 Less: accumulated depreciation & amortization - refining 
	 10,336 
	9,531 
	8,987 
	8,197 
	8,046 

	 Refining, net 
	 13,356 
	 13,109 
	13,157 
	12,955 
	12,804 

	 Marketing & specialties, gross 
	1,847 
	1,671 
	1,658 
	1,451 
	1,422 

	 Less: accumulated depreciation & amortization - marketing & specialties 
	 959 
	 926 
	 909 
	 776 
	 746 

	 Marketing & specialties, net 
	 888 
	 745 
	 749 
	 675 
	 676 

	 Corporate & other properties, gross 
	1,311 
	1,223 
	1,091 
	1,207 
	1,060 

	 Less: accumulated depreciation & amortization - corporate & other properties 
	 599 
	 622 
	 533 
	 582 
	 504 

	 Corporate & other properties, net 
	 712 
	 601 
	 558 
	 625 
	 556 

	 Gross properties, plants & equipment 
	 38,071 
	 35,197 
	33,742 
	31,989 
	30,310 

	 Total accumulated depreciation & amortization 
	 14,285 
	 13,179 
	12,282 
	11,134 
	10,589 

	 Net properties, plants & equipment 
	 23,786 
	 22,018 
	21,460 
	20,855 
	19,721 

	 Goodwill 
	3,270 
	3,270 
	3,270 
	3,270 
	3,275 

	 Intangibles 
	 869 
	 869 
	 876 
	 888 
	 906 

	 Other assets 
	1,829 
	 515 
	 434 
	 426 
	 279 

	 Total Non current Assets 
	 44,325 
	 41,093 
	39,981 
	38,973 
	36,324 

	 Total assets 
	 58,720 
	 54,302 
	54,371 
	51,653 
	48,580 

	 Accounts payable 
	8,043 
	6,113 
	7,242 
	6,395 
	5,155 

	 Accounts payable - related parties 
	 532 
	 473 
	 785 
	 666 
	 500 

	 Short-term debt 
	 547 
	67 
	41 
	 550 
	44 

	 Accrued income & other taxes 
	 979 
	1,116 
	1,002 
	 805 
	 878 

	 Employee benefit obligations 
	 710 
	 724 
	 582 
	 527 
	 576 

	 Other accruals 
	 835 
	 442 
	 455 
	 520 
	 378 

	 Total current liabilities 
	 11,646 
	8,935 
	10,107 
	9,463 
	7,531 

	 Senior notes 
	 10,475 
	9,875 
	8,875 
	9,725 
	8,600 

	 Floating-rate notes 
	 300 
	 300 
	 600 
	 -
	 -

	 Term loan 
	 200 
	 200 
	 450 
	 -
	 -

	 Floating-rate senior notes 
	 500 
	 500 
	 -
	 -
	 -

	 Floating-rate advance term loan 
	25 
	 -
	 -
	 -
	 -

	 Other long-term debt 
	1 
	1 
	1 
	1 
	1 

	 Sweeny Cogeneration, L.P. notes 
	 -
	 -
	 -
	 -
	41 

	 Note payable to Merey Sweeny, L.P. 
	 -
	 -
	 -
	68 
	83 

	 Industrial development bonds 
	 -
	 -
	 100 
	50 
	50 

	 Tax-exempt bonds 
	75 
	75 
	 -
	 -
	 -

	 Phillips 66 Partners revolving credit facility 
	 -
	 125 
	 -
	 210 
	 -

	 Debt at face value 
	 11,576 
	 11,076 
	10,026 
	10,054 
	8,775 

	 Capitalized leases 
	 -
	 184 
	 192 
	 188 
	 208 

	 Finance leases 
	 277 
	 -
	 -
	 -
	 -

	 Software obligations 
	10 
	 -
	 -
	 -
	 -

	 Net unamortized discounts & debt issuance costs 
	-  100 
	-  100 
	-  108 
	-  104 
	-  96 

	 Total debt 
	 11,763 
	 11,160 
	10,110 
	10,138 
	8,887 

	 Short-term debt 
	 547 
	67 
	41 
	 550 
	44 

	 Long-term debt 
	 11,216 
	 11,093 
	 10,069 
	9,588 
	8,843 

	 Asset retirement obligations & accrued environmental costs 
	 638 
	 624 
	 641 
	 655 
	 665 

	 Deferred income taxes 
	5,553 
	5,275 
	5,008 
	6,743 
	6,041 

	 Employee benefit obligations 
	1,044 
	 867 
	 884 
	1,216 
	1,285 

	 Other liabilities & deferred credits 
	1,454 
	 355 
	 234 
	 263 
	 277 

	 Total Non current Liabilities 
	 19,905 
	 18,214 
	16,836 
	18,465 
	17,111 

	 Total liabilities 
	 31,551 
	 27,149 
	26,943 
	27,928 
	24,642 

	 Common stock - par value 
	
	6 
	6 
	6 
	6 

	 Capital in excess of par 
	 20,301 
	 19,873 
	19,768 
	19,559 
	19,145 

	 Treasury stock 
	 16,673 
	 15,023 
	10,378 
	8,788 
	7,746 

	 Retained earnings 
	 22,064 
	 20,489 
	16,306 
	12,608 
	12,348 

	 Defined benefit plans 
	-  656 
	-  472 
	-  598 
	-  713 
	-  662 

	 Foreign currency translation 
	-  131 
	-  228 
	-  26 
	-  285 
	11 

	 Hedging 
	- 1 
	8 
	7 
	3 
	- 2 

	 Accumulated other comprehensive income (loss) 
	-  788 
	-  692 
	-  617 
	-  995 
	-  653 

	 Total stockholders' equity 
	 24,910 
	 24,653 
	25,085 
	22,390 
	23,100 

	 Non-controlling interests 
	2,259 
	2,500 
	2,343 
	1,335 
	 838 

	 Total equity 
	 27,169 
	 27,153 
	27,428 
	23,725 
	23,938 

	 Total Liabilities and Equity 
	 58,720 
	 54,302 
	54,371 
	51,653 
	48,580 



Balance Sheet Summary for Marathon Petroleum Corporation
	
	2019
	2018
	2017
	2016
	2015

	
	$ Millions

	 Cash & cash equivalents 
	1,527 
	1,687 
	3,011 
	 887 
	1,127 

	 Receivables, gross 
	7,889 
	5,862 
	4,706 
	3,629 
	2,939 

	 Less: allowance for doubtful accounts 
	- 17 
	-9 
	- 11 
	- 12 
	- 12 

	 Receivables 
	7,872 
	5,853 
	4,695 
	3,617 
	2,927 

	 Crude oil & refinery feedstocks 
	 - 
	3,655 
	2,056 
	2,208 
	2,180 

	 Crude oil 
	3,472 
	 - 
	 - 
	 - 
	 - 

	 Refined products 
	5,548 
	5,234 
	2,839 
	2,810 
	2,804 

	 Materials & supplies 
	 996 
	 720 
	 494 
	 485 
	 438 

	 Merchandise 
	 227 
	 228 
	 161 
	 153 
	 173 

	 Lower of cost or market reserve 
	 - 
	 - 
	 - 
	 - 
	 370 

	 Inventories 
	 10,243 
	9,837 
	5,550 
	5,656 
	5,225 

	 Other current assets 
	 528 
	 646 
	 145 
	 241 
	 192 

	 Total current assets 
	 20,170 
	 18,023 
	 13,401 
	10,401 
	9,471 

	 Equity method investments 
	 6,898 
	 5,898 
	 4,787 
	 3,827 
	 3,622 

	 Refining & marketing 
	   29,037 
	27,590 
	19,490 
	19,447 
	18,925 

	 Speedway 
	 - 
	 - 
	 5,358 
	 5,078 
	 5,067 

	 Retail 
	 7,104 
	 6,637 
	 - 
	 - 
	 - 

	 Midstream 
	   27,193 
	25,692 
	14,898 
	12,664 
	10,850 

	 Corporate & other property, plant & equipment 
	 1,289 
	 1,294 
	 792 
	817 
	 762 

	 Total property, plant & equipment, gross 
	   64,623 
	61,213 
	40,538 
	38,006 
	35,604 

	 Less: accumulated depreciation 
	- 19,008 
	- 16,155 
	- 14,095 
	- 12,241 
	- 10,440 

	 Property, plant & equipment, net 
	   45,615 
	   45,058 
	   26,443 
	   25,765 
	25,164 

	 Goodwill 
	   20,040 
	   20,184 
	 3,586 
	 3,587 
	 4,019 

	 Right of use assets 
	 2,459 
	-   
	-   
	-   
	-   

	 Other noncurrent assets 
	 3,374 
	 3,777 
	 830 
	 833 
	 839 

	 Total Non-current assets 
	   78,386 
	   74,917 
	   35,646 
	   34,012 
	33,644 

	 Total assets 
	   98,556 
	   92,940 
	   49,047 
	   44,413 
	43,115 

	 Accounts payable 
	   11,623 
	 9,366 
	 8,297 
	 5,593 
	 4,743 

	 Payroll & benefits payable 
	 1,126 
	 1,152 
	 591 
	 530 
	 503 

	 Consumer excise taxes payable 
	 - 
	 - 
	 501 
	 464 
	 460 

	 Accrued taxes 
	 1,186 
	 1,446 
	 169 
	 153 
	 184 

	 Debt due within one year 
	 711 
	 544 
	 624 
	   28 
	   29 

	 Operating lease liabilities 
	 604 
	 - 
	 - 
	 - 
	 - 

	 Other current liabilities 
	 897 
	 708 
	 296 
	 378 
	 426 

	 Total current liabilities 
	   16,147 
	   13,216 
	   10,478 
	 7,146 
	 6,345 

	 Term loan agreement 
	 - 
	 - 
	 - 
	 200 
	 700 

	 Senior notes 
	   27,574 
	   26,085 
	   12,550 
	   10,300 
	10,300 

	 Notes payable 
	   10 
	 - 
	 - 
	 - 
	 - 

	 Term loan facility 
	 1,000 
	 - 
	 - 
	 250 
	 250 

	 Bank revolving credit facility 
	 - 
	 - 
	 505 
	 - 
	 877 

	 Revolving & dropdown credit facility 
	 - 
	 1,245 
	 - 
	 - 
	 - 

	 Capital lease obligations 
	 698 
	 650 
	 363 
	 319 
	 348 

	 Long-term debt 
	   29,282 
	   27,980 
	 - 
	 - 
	 - 

	 Unamortized debt issuance costs 
	-   134 
	-   128 
	- 59 
	- 44 
	- 51 

	 Unamortized (discount) premium, net 
	-   310 
	-   328 
	-   413 
	-   453 
	-   499 

	 Amounts due within one year 
	-   711 
	-   544 
	-   624 
	- 28 
	- 29 

	 Long-term debt 
	   28,127 
	   26,980 
	   12,322 
	   10,544 
	11,896 

	 Deferred income taxes 
	 6,392 
	 4,864 
	 2,654 
	 3,861 
	 3,285 

	 Defined benefit postretirement plan obligations 
	 1,643 
	 1,509 
	 1,099 
	 1,055 
	 1,179 

	 Long-term operating lease liabilities 
	 1,875 
	 - 
	 - 
	 - 
	 - 

	 Deferred credits & other liabilities 
	 1,265 
	 1,318 
	 666 
	 604 
	 735 

	 Total Non-current Liabilities 
	   39,302 
	   34,671 
	   16,741 
	   16,064 
	17,095 

	 Total liabilities 
	   55,449 
	   47,887 
	   27,219 
	   23,210 
	23,440 

	 Redeemable non-controlling interest 
	 968 
	 1,004 
	 1,000 
	 1,000 
	-   

	 Common stock 
	   10 
	   10 
	 7 
	 7 
	 7 

	 Common stock held in treasury, at cost 
	- 15,143 
	- 13,175 
	-   9,869 
	-   7,482 
	-   7,275 

	 Additional paid-in capital 
	   33,157 
	   33,729 
	   11,262 
	   11,060 
	11,071 

	 Retained earnings 
	   15,990 
	   14,755 
	   12,864 
	   10,206 
	 9,752 

	 Pension benefits 
	-   212 
	-   132 
	-   190 
	-   233 
	-   255 

	 Other benefits 
	-   116 
	- 23 
	- 48 
	-7 
	- 70 

	 Gain on cash flow hedge 
	 1 
	 2 
	 4 
	 4 
	 4 

	 Workers compensation 
	 7 
	 9 
	 3 
	 2 
	 3 

	 Accumulated other comprehensive income (loss) 
	-   320 
	-   144 
	-   231 
	-   234 
	-   318 

	 Total Marathon Petroleum Corporation stockholders' equity 
	   33,694 
	   35,175 
	   14,033 
	   13,557 
	13,237 

	 Non-controlling interests 
	 8,445 
	 8,874 
	 6,795 
	 6,646 
	 6,438 

	 Total equity 
	   42,139 
	   44,049 
	   20,828 
	   20,203 
	19,675 

	Total liabilities, redeemable non-controlling interest and equity
	   98,556 
	   92,940 
	   49,047 
	   44,413 
	43,115 










Summary of Performance Ratios for Philips 66 and Marathon Petroleum Corporation
	
	
	Philips 66
	 
	Marathon Petroleum Corporation

	
	
	2019
	2018
	2017
	2016
	2015
	 
	2019
	2018
	2017
	2016
	2015

	1
	Net Working capital, 
	2749
	4274
	4283
	3217
	4725
	 
	4023
	4807
	2923
	3255
	3126

	2
	current ratio, 
	1.236047
	1.478344
	1.423766
	1.339956
	1.627407
	 
	1.249148
	1.363726
	1.278965
	1.4555
	1.492671

	3
	quick ratio, 
	0.911815
	1.081813
	1.08786
	1.00708
	1.165715
	 
	0.614789
	0.619401
	0.749284
	0.664008
	0.669188

	5
	day’s inventory, 
	13.98232
	12.92949
	15.0419
	19.36075
	
	 
	33.24111
	32.62761
	30.48331
	40.38606
	

	6
	day’s receivables, 
	21.30519
	18.91518
	20.77376
	21.05483
	
	 
	20.06852
	19.82462
	20.12684
	18.84793
	

	7
	day’s payables, 
	27.04383
	24.88806
	31.34094
	33.74328
	
	 
	34.7459
	37.45379
	37.78451
	38.36323
	

	8
	cash conversion cycle, 
	8.243682
	6.956612
	4.474728
	6.672304
	
	 
	18.56373
	14.99844
	12.82565
	20.87076
	

	9
	cash turnover ratio, 
	67.88042
	37.83273
	33.54344
	31.64035
	32.83962
	 
	81.73739
	57.55898
	25.03122
	71.4363
	64.11535

	10
	total asset turnover, 
	1.93872
	2.102031
	1.973553
	1.711552
	
	 
	1.303557
	1.367759
	1.612861
	1.447857
	

	11
	fixed asset turnover, 
	2.565244
	2.817599
	2.650201
	2.278364
	
	 
	1.628318
	1.756501
	2.163973
	1.873123
	

	12
	current asset turnover, 
	7.937908
	8.276894
	7.729738
	6.879772
	
	 
	6.53591
	6.180117
	6.332997
	6.377214
	

	13
	working capital turnover, 
	39.85413
	26.72368
	24.42727
	26.66366
	21.36487
	 
	31.02486
	20.20012
	25.78481
	19.46667
	23.11516

	14
	times interest earned, 
	6.716157
	11.10119
	11.65753
	4.600592
	13.63548
	 
	2.114675
	2.771685
	5.091988
	-2.11151
	-8.96855

	15
	long-term debt to total capital, 
	0.338982
	0.33542
	0.30965
	0.357482
	0.352223
	 
	0.398778
	0.373047
	0.341326
	0.361696
	0.396498

	16
	debt to tangible net worth, 
	1.369996
	1.179673
	1.157246
	1.427301
	1.247254
	 
	2.823269
	2.006579
	1.578645
	1.396846
	1.49719

	17
	total liabilities to total asset, 
	0.537313
	0.499963
	0.49554
	0.540685
	0.507246
	 
	0.562614
	0.515246
	0.554957
	0.522595
	0.543662

	18
	equity ratio, 
	0.462687
	0.500037
	0.50446
	0.459315
	0.492754
	 
	0.427564
	0.473951
	0.424654
	0.454889
	0.456338

	19
	gross profit margin, 
	12.81%
	14.26%
	24.10%
	27.17%
	27.29%
	 
	11.67%
	11.37%
	10.99%
	22.40%
	23.08%

	20
	operating profit margin, 
	4.23%
	6.96%
	3.82%
	2.95%
	6.29%
	 
	4.47%
	5.74%
	5.33%
	3.75%
	6.49%

	21
	net profit margin, 
	2.81%
	4.90%
	4.88%
	1.81%
	4.19%
	 
	2.11%
	2.86%
	4.55%
	1.85%
	3.95%

	22
	return on common equity, 
	11.32%
	20.61%
	18.62%
	6.55%
	17.66%
	 
	6.26%
	6.31%
	16.48%
	5.81%
	14.50%

	23
	return on total assets, 
	5.24%
	10.30%
	9.39%
	3.01%
	8.70%
	 
	2.68%
	2.99%
	7.00%
	2.64%
	6.61%



