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1. Introduction
One of the most successful and innovative companies within the world electric vehicle (EV) market, Tesla Inc. is known due to the innovative technology, environmentally-friendly energy solutions, and a blistering gain of markets. Tesla is a global company that started small as a niche manufacturer of electric vehicles in 2003 but has since expanded to provide various other products, such as battery storage systems and solar energy-saving solutions, among others. The innovativeness, verticalization and sustainability as strategic direction of this company has empowered it tear down the traditional automotive industry taking a firm competitive stand across the globe.
Over the last decade, the EV market has shown a rampant growth in the world due to the rising environmental issues, governmental policies with regards to carbon emissions as well as technological innovations in the area of battery performance. Other key players like BYD and Volkswagen have also stepped up the competition with their EVs and heavy investment in the research and development process. This has made the industry very competitive with companies struggling to attain cost-efficiency, innovation and market share.
Financial management in this dynamic setting is vital in a long-term sustainability, as well as strategic growth assurance. The paper will be an in-depth financial analysis of Tesla and the last five years in terms of key performance indicators of financial statements. It also analyses the working capital management of the company to determine the efficiency in liquidity management and operations. The report also suggests some strategic financial restructuring options to support shareholder value and organisational flexibility. Lastly, capital budgeting methods are then used to analyze the possible projects and help in making a sound decision in an investment appraisal.
2. Financial Health Check
2.1 Profitability Analysis
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Figure 1: Profitability ratio
(Source: Self-Created)
The Tesla Inc. profitability performance forecast of the five years 2020-2024 can be illustrated by an informative but inconsistent trend. The gross profit rose to higher heights of £20,853 million in 2022, with a slight increase to £17,660 million in 2023 and 2024 respectively. In turn, the ratio of gross profit rose in 2021 (25 per cent), to its highest level of 26 per cent in 2022, compared to 21 per cent in 2020. This, however, changed towards the latter years, decreasing to 18% in 2023 and 2024 (Nair and Prajapati, 2025). This decrease indicates that although Tesla enjoyed the benefits of economies and scale and enhanced efficiency in production, it subsequently experienced rising costs of operation and, perhaps, implemented extreme pricing to be competitive in the EV marketplace.
In a similar fashion, net profit also increased significantly as in 2020 it had an amount of £862 million followed by a significant growth of 14,974 million in 2023 and then plummeted trying to reach 7,153 in 2024. The net profit ratio followed a similar pattern, rising from 3% in 2020 to 10% in 2021 and peaking at 15% in both 2022 and 2023, before falling to 7% in 2024. This shows that Tesla has achieved a considerable enhancement in its profitability in the period in the middle, probably because of a rise in sales volume and operational efficiencies (Ding, 2025). Nonetheless, following the steep drop of 2024, the force of the marginal compression suggests that this could be as a result of prices going down, higher input cost, or rather an increase in competition.
On the whole, Tesla profitability analysis indicates the presence of a high growth period and stabilisation and pressure period. Although the company had the capacity to make high profits, its sustainability in competitive environment, with price being a major factor, is the main challenge. It implies that there is a necessity to manage costs strategically and optimise prices in perpetuating long-term profitability (El Gibran and Nainggolan, 2025).
2.2 Efficiency Analysis
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Figure 2: Efficiency ratio
(Source: Self-Created)
Efficiency ratios of Tesla Inc. offer up information on the effectiveness of the company in terms of utilizing the resources to produce revenue. Inventory turnover ratio improved in 2021 when it was 6.99 times, as compared to 6.07 times in 2020, which shows better inventory management and quicker flow of goods. But this ratio has greatly dropped to 4.72 times in 2022, a possible suggestion of inefficiencies, perhaps because of supply chain problems or over-production at a time of intense growth. In 2023, the ratio has improved to 5.81 and in 2024, it is even better at 6.68, which shows improved inventory control and operational adjustments (Zhang, 2026).
The initial trend with an improving tendency is the asset turnover ratio which was 0.60 in 2020 and rose to 0.99 in 2022. This means that Tesla was more effective in its asset utilisation to produce sales in this time span. Nevertheless, the percentage decreased to 0.91 in 2023 and to 0.80 in 2024, indicating that assets growth might have exceeded revenue creation. This may be attributed to high investments in new production plants, technology and infrastructure which are yet to be translated into corresponding growth in revenues.
The analysis of efficiency as whole shows that Tesla has been able to effectively perform its operations early in its operational years, however, variability in inventory turnover and decreasing asset turnover within recent years tells of difficulties in retaining efficiency in fast growth (Zhang, 2025). This implies that there should be improved coordination of asset funding with revenues.
2.3 Liquidity Analysis
[image: ]
Figure 3: Liquidity ratio
(Source: Self-Created)
Liquidity analysis assesses Tesla Inc. capability of meeting its short-term obligations. The current ratio improved upon 1.88 2020 to 2.54 2021, which means that it currently enjoys a good liquidity status and can better meet current liabilities using current assets. The ratio, however, fell to 1.53 in 2022, indicating a short-run liquidity strain which may have been caused by higher short-term liabilities or investment in working capital (Liang and Yubin, 2025). This ratio then stood at 1.73 in 2023 and even better in 2024 at 2.02 which suggests that liquidity has recovered.
The same was the case with the quick ratio that does not include the inventory as part of its current assets. It increased from 1.59 in 2020 to 2.00 in 2021, then dropped sharply to 1.05 in 2022. This decline also points out that there might be a dependence on inventory so as to fulfill short term obligations of that year. Nevertheless, in 2023 this figure rose to 1.25 and in 2024 even higher to 1.61 which is an indicator of a better liquidity management and a better cash position.
Generally, Tesla has a relatively good liquidity position, as both ratios are above 1 during the period. The 2022 decline is an indication that there is temporary stress on the financial position, yet the recovery that follows shows management of cash and working capital (Cui and Chen, 2025). This implies that the firm is financially stable enough in the short-term even as it allows it to pursue its growth plan.
2.4 Solvency (Gearing) Analysis
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Figure 5: Solvency ratio
(Source: Self-Created)
Tesla Inc. is more financially stable with a capital structure as indicated by the solvency position. The debt-to-asset ratio decreased steadily from 0.54 in 2020 to 0.49 in 2021, 0.44 in 2022, and stabilised at 0.40 in both 2023 and 2024. This decreasing trend shows that Tesla has been decreasing its dependence on debt financing over the years, thus diminishing financial risk and enhancing its solvency status (Muller, 2025).
In contrast, the equity ratio increased from 0.43 in 2020 to 0.49 in 2021, 0.54 in 2022, 0.59 in 2023, and 0.60 in 2024. This trend indicates that there has been an increase in the percentage of assets which are being funded using equity and thus increasing financial stability and decreasing the exposure to interest liability. The rising equity base is an indicator that Tesla has been keeping or raising funds in the entity markets to contribute to its growth.
In general, the solvency analysis shows an impressive and strengthening financial structure. The decrease in debt levels and growth in equity financing shows that the company is becoming more strategic in its change of the capital structure to a less risky and sustainable format. This places Tesla in a good stance in terms of financial well-being in the long-term and gives it larger room to invest and grow in the future (Liu and Zhou, 2025).
2.5 Cash Flow Analysis
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Figure 5: Cash flow analysis
(Source: Self-Created)
Cash flow analysis gives a better insight into the real liquidity status of Tesla Inc. not in terms of accounting profits. Compared to the prior year, 0.42, the operating cash flow ratio improved by a huge margin because in the year 2021, there was 1.08, which means that the company has enough cash operating to meet its current liabilities. This excellent performance indicates that its operational efficiency and cash management were better at that time (Komarudin, 2025).
However, the ratio declined to 0.55 in 2022, 0.46 in 2023, and slightly improved to 0.52 in 2024. This negative trend indicates that Tesla generated less operating cash in comparison to its short-term commitments since 2021. Although the ratios are still above the critical levels, the ratios below 1 signal that current operating cash flows might not be adequate enough to cover the current liabilities and puts liquidity issues into focus.
Likewise, the cash flow to debt ratio changed to a better position (0.21 in 2020), and reached a high level (0.40 in 2022) which reflects the ability to meet total debt through operational cash flows. In 2023 and 2024, the ratio however dropped to 0.31, indicating that it has lower repayment capacity compared with previous years (Katterbauer et al., 2025).
An analysis of profitability in comparison with cash flow discloses a key revelation. Although Tesla documented high net profits, especially in 2022 and 2023, the numbers of cash flow ratios decreased over recent years. This means there could be a difference between accounting profits and cash generated, which could be as a result of an increase in receivables, buildup of inventory, or capital expenditure.
3. Working Capital Management
3.1 Cash Conversion Cycle Analysis
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Figure 6: Cash Conversion Cycle
(Source: Self-Created)
Cash conversion cycle (CCC) is one of the most important indicators of the effectiveness with which Tesla Inc. can use its working capital by considering the period of time in which the investments in inventory and receivables can be converted into the cash flows. The CCC of Tesla reflects strong changes during the five-year period, 2020-24, which shows the ability to shift operational efficiency to differing rates.
The negative CCC of -6.7 days in 2020 indicates that Tesla has a very effective working capital system. This implies that the firm could get paid by the customers prior to paying its suppliers. High payable days of 88.7, in comparison to the inventory days of 60.1 and receivable days of 21.8, contributed greatly towards this strong position (Ibrahim Abugarayesh, 2025). Likewise, in 2022 CCC once more became negative at -1.3 days, with the significant growth in payable days to 91.9, despite a significant increase in inventory days to 77.3. These adverse loops underscore Tesla's capability to efficiently utilize supplier financing as a short-term source of funds.
Nevertheless, in 2021, 2023, and 2024, the CCC became positive, which means that the efficiency of working capital slowed down. The CCC rose substantially in 2021 to 31.0 days, mainly because of a drastic drop in payable days to 34.2 and inventory days stood at 52.2 and receivable days dropped to 13.0. This is indicative of the fact that Tesla paid its suppliers faster shortening the perks of supplier credit. The CCC of 9.5 and 14.4 days in 2023 and 2024, respectively, indicate a moderate working capital cycle. The drop-in inventory days to 62.9 in 2023 and to 54.7 in 2024 did not allow the company to sustain a negative cycle as payable days dropped to 66.6 and 56.7.
3.2 Working Capital Evaluation
The working capital analysis of Tesla Inc. indicates its efficiency in dealing with its short-term assets and liabilities. Over five years, Tesla grew and expanded its current assets between 2020 and 2024, which amounted to £26,717 million to 58360 million, respectively. Meanwhile, the current liabilities also went up by increasing by 28,821 million to 14, 248 million albeit with a relatively lower rate. This growth trend is supportive of the trend of generally stable liquidity position of the company in the previous ratio analysis (Cho et al., 2025).
Another very positive point is the increase in the inventory level since it was at its lowest in 2020 when the company had levels of 4,101 million, then rose to the highest at 13,626 million in 2023 before marginally decreasing, to be at 12,017 million in 2024. The growth of the inventory can be attributed to the growth of production capacity and the growing demand of electric vehicles at Tesla. Nonetheless, the drastic rise of 2022 and 2023, however, could also reflect potential inefficiency because an improvement of the inventories could mean a greater holding cost and obsolescence risk.
The change in the inventory days especially reaching an in-cycle of 77.3 days in the year 2022 is an additional indication of existing inventory management issues during the moments of swift growth. Though the decrease to 54.7 days in 2024 is a good sign, the general direction shows that Tesla should strike a delicate balance between manufacturing and demand (Onomakpo, 2025).
3.3 Recommendations
Tesla Inc. has an opportunity to enhance the efficiency of working capital by seeking ways to optimise the key elements of the cash conversion cycle. Receivables management is one of the key aspects that should be improved. Even though the levels of receivable days were also quite low (16.5 days in 2024 as compared to 13.0 days in 2021), even minor shifts can affect cash flow. To promote efficiency in Tesla collection, the company can apply tougher credit requirements, provide incentives with early payments, and use electronic payment mechanisms to ensure faster cash flows (Dinçergök and Pirgaip, 2025).
Another imperative area that should be addressed is inventory management. There is much increase in inventory days especially in 2022 which suggests issues with inventory control. To ensure that production is optimized to market demand, Tesla should consider more sophisticated inventory management systems like just-in-time (JIT), demand forecasting, and data analytics. This would assist in decreasing holding costs and the chances of surplus inventory.
Moreover, supplier management is also important in ensuring a positive cash conversion cycle. The current decrease in the payable days of 88.7 in 2020 to 56.7 in 2024 hints at a lesser dependency on supplier credit. Tesla ought to discuss more viable terms of payments with suppliers to extend terms of payment without ruining relations. This would enable the company to hold cash longer and enhance liquidity (Baruwa et al., 2025).
4. Strategic Financial Restructuring
4.1 Financial Problems Identified
The financial discussion of Tesla Inc. identifies some urgent problems which require strategic financial redesigning. The reduction in the profitability levels in recent years is one of the main issues. Whereas gross and net profit ratios showed a good growth in the company until 2022, the decline in the 2023 and 2024 years shows growing cost pressures and a possible challenging pricing strategy (Liu et al., 2025). Compression of margins can be inferred by the decrease in the gross profit ratio which reduced by 18% in 2024 as compared to 26% in 2022 and the decrease in net profit ratio which collapsed to 7%. This can be attributed to aggressive pricing policies to keep market share, increased cost of raw materials and heightened competition in the electric vehicle industry.
The other major problem is the fluctuation in the performance of the cash flow. Though Tesla recorded a good operating cash flow ratio of 1.08 in 2021, the following years have seen a downward trend, with the ratio determined to be less than 1.0. This shows that the operating cash flows do not always adequately meet short term liabilities. Furthermore, the difference between accounting profits and cash generation indicates there are probably inefficiencies in cash management from increased receivables, inventory holding or increased capital expenditures (Haryanto et al., 2025).
Besides, the rising cash conversion cycle over the past few years accentuates working capital inefficiency in management. Although Tesla continued to have negative cycles during 2020 and 2022, a transition to positive cycles in 2021, 2023 and 2024 shows that an increasing amount of cash is now tied-up in the business. This trend has been enhanced by the reduction in payable days and variation of inventory levels which has lowered the benefits of supplier financing.
4.2 Restructuring Strategies
Tesla Inc. needs to employ an effective strategic financial restructuring plan to meet the identified financial challenges, aiming at enhancing efficiency, profitability, and financial stability. A sound cost control framework is one of the strategies. Since there has been a decrease in profit margins, Tesla ought to consider cutting the production and operation costs by optimizing its processes, automating them, and making their supply chain cost-effective (Daruwala and Mansour, 2025). The economies of scale can be used to reduce input costs by negotiating with suppliers and lowering the costs, and cost efficiency can be raised through technological inventions in battery production.
Another strategy direction that is significant is diversification. Electric vehicles are not Tesla’s only means of diversification since the company has already moved beyond to energy storage and solar power, yet further diversification of energy infrastructure, artificial intelligence, autonomous driving software, and more can offer some more revenue opportunities (Kumalawati and Noveria, 2026). Increasing global market orientation and creation of complementary products should assist in lessening the reliance on vehicle sales as well as counteract the risk of market volatility.
Regarding financial structure, Tesla ought to persist in partaking an equity-based move other than a dependence on debt. The decreasing debt-to-asset ratio is a good sign, and additional enhancement of the equity base can minimize financial risk and interest payments. Tesla has the opportunity to finance expansion initiatives by making use of equity markets or without having to sell its earnings, thus preserving good balance sheet.
The optimisation of assets is also vital to enhance efficiency. The ratio of asset turnover has been falling indicating that asset utilisation in the past few years has not been efficient. Tesla needs to work on optimising results of the current assets through the improvement of capacity utilisation and subjecting investments and revenue generation into sync (Matevosyan et al., 2026). By selling assets that are either performing poorly or not core, it becomes possible to release resources to other more productive activities whilst any strategic investments made are to be well assessed to be getting sufficient returns.
4.3 Impact Analysis
Such an application of strategic restructuring of funds will have a considerable impact on different stakeholders of Tesla Inc.. To the shareholders, this would increase in the long term their profitability and shareholder value due to better cost efficiency and diversification. Nonetheless, there is a potential of a shift towards equity financing resulting in the dilution of ownership, a factor that might not be optimal to the current shareholders within a short period (Ali et al., 2025).
On the aspect of debt, decreased dependence on the debt financing will impact a decrease in financial risks and interest payments, enhancing the financial position of the company in terms of its solvency. The reduction in debt would improve the creditworthiness of Tesla as well as make them more resilient to the economic downs. This corresponds to the decrease in the debt-to-asset ratio that has been noted and a more sustainable financial structure.
Regarding the flexibility of operations, the suggested strategies will lead to a substantial enhancement of Tesla functioning in terms of adapting to the varying market environment (Changxiang et al., 2025). This will be achieved through diversification and asset optimisation, which will make the company better respond to demand changes and improve with technological changes. Moreover, better working capital management will increase liquidity to enable Tesla to fulfill the short-term obligations more effectively.
4.4 Global & Ethical Considerations
Tesla Inc. is a multinational company, so in its financial restructuring plan, the company has to take into account several international and ethical considerations. Exposure to currency risk is one of the main challenges, since Tesla has many countries of operation and collects revenues in various currencies. Changes in the exchange rates may also affect the profitability and cash flows, which can be addressed using hedging techniques to reduce risks (Sethi and Bapat, 2026).
Another crucial aspect of costs and price policies is inflation. Inflation may lead to high expenses in raw materials, labour and logistics and hence pressurize profit margins. Tesla needs to implement the flexible pricing policy and cost management techniques to deal with the inflationary forces.
The Tesla business model is fundamentally based on the complex of environmental, social, and governance (ESG) considerations. Being a pioneer in sustainable energy solutions, the company will be required to have high ecological standards and decrease its carbon footprint (Becerra Ruiz et al., 2025). By investing further in clean technologies and manufacturing processes that are sustainable, Tesla will improve its reputation and will not be in conflict with the sustainability targets of the world.
Corporate Social Responsibility (CSR) is also crucial in ensuring that the trust of the stakeholders can be sustained. Tesla needs to make sure that it sources the materials ethically, especially those used in the battery production, as well as, it should advocate fair working conditions throughout its supply chain. Tesla can ease its financial strategy by incorporating ethical considerations and thus, it can grow sustainably and remain socially and environmentally responsible.
5. Investment Appraisal
5.1 Evaluation of Projects
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Figure 7: Project A Investment Apprisal
(Source: Self-Created)
Key capital budgeting techniques are used to evaluate the investment appraisal of proposed projects in Tesla Inc., i.e., Net Present Value (NPV), Internal Rate of Return (IRR), Payback Period (PBP), Profitability Index (PI), and Accounting Rate of Return (ARR). The approaches offer a holistic assessment of financial feasibility and risk of every project (Comachaei, 2025).
Project A is initially planned on a cash outlay of £50 million and cash inflows of 5 years. The discounted cash flow analysis indicates that the discounted inflow estimation equals less than the amount of the initial investment leading to the negative NPV of - £8.68 million. The profitability index value also proves negative; it is at -0.17 implying that the project is not creating the right amount of value in relation to the cost. Project A will have a payback period of 4.5 years, which implies that it is a long way to payback. Also, the IRR of 2.7 is considerably below the discount rate of 10 which means that the project does not perform the money-earning required (Toušek et al., 2025). Despite the fact that ARR is 22 which implies moderate accounting profitability, the general financial indicators indicate that the Project A is not financial.
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Figure 8: Project B Investment Apprisal
(Source: Self-Created)
Project B will also need a startup capital of £50 million and a stable cash inflows of 11 million yearly. The NPV of the Project B equals -£8.30 million and, though this slightly higher than that of Project A, it is a loss in value. The profitability index is still negative at -0.17 which again proves that the given discount rate does not make the project a feasible one. Its payback period is also equal to that of project A at 4.5 years thus showing slow payback on the initial investment. The IRR of 3.3 is slightly increased compared to that of project A and it is still significantly lower than the necessary IRR of 10%. The ARR of the project is 22, but the economic returns are not adequate. Hence, Project B is not very attractive financially either (Sharma, 2025).
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Figure 9: Project C Investment Apprisal
(Source: Self-Created)
On the contrary, Project C shows slightly improved financial performance. Whereas it is also initial investment of around 50 million, the cash inflow yield is more attractive with increased returns in the later years. The NPV of Project C equals -1.98 million, which is much less negative than of the Projects A and B. The profitability index is also nearer to zero at -0.04 showing a near break-even situation. Payback period stands at 3.6 years and it is less than that of the Project A and Project B, indicating faster recovery of the investment. In addition, project C has the largest IRR of 9 which is near the required rate of return of 10. Also, the ARR is higher at 26% which shows greater accounting profitability (Mujtaba, 2025).
In general, this assessment indicates that each of the three projects contains a negative NPV indicating that none of them are able to provide the appropriate magnitude of return required. Nevertheless, Project C is always performing better in all the evaluation criteria where the Project C is the financially viable choice between the three. This discussion has shown that it is desirable to employ various methods of appraisal in coming up with informed investment decisions (Darmansyah et al., 2025).
5.2 Recommendation of Project
Within the results of the investment appraisal, Project C is the most appropriate one to Tesla Inc. In as much as all three projects give negative NPVs, Project C is the project that has the smallest negative NPV of -£1.98 million, which means that it causes the lowest loss in value as compared to Project A and B. It implies that Project C is more near the financial viability at the specified discount rate (Roy et al., 2025).
Besides, Project C has got the smallest payback period of 3.6 years and this is by far lower when compared to the 4.5 year payback period of Project A and Project B. A disabled period will lessen investment risk through fast recuperating the robustness of the cash invested, but especially in a volatile and competitive industry like electric vehicles.
Moreover, the Project C has the highest internal rate of return at 9% that is closer to the required rate of return of 10% than the lower rates of IRRs of 2.7 and 3.3 of the Project A and B respectively. This means that the Project C returns relatively more and it is more efficient in using the invested capital. Its attractiveness in terms of profitability is further reinforced by accounting rate of return of 26%. even though NPV is negative, Project C should be chosen because it reduces the financial loss, guarantees faster payback period, and payoffs are also relatively high (Paul, 2025). It is the most reasonable and efficient investment decision that Tesla can make in the given circumstances.
5.3 Capital Rationing
With capital rationing where Tesla Inc. is limited to investing up to a sum of £100 million, only two of the three projects suggested can be undertaken by the company. The project selection, in this case, has to be made according to the maximisation of returns and a minimum risk.
Since the results of the evaluation have shown that Project C has better financial performance according to all appraisal techniques, it should be given priority because it has better financial performance (Azhar and Syarif, 2025). In the second project, Project B would be the most appropriate alternative to Project A since it has a small better NPV (-8.30million versus -8.68million) and higher IRR (3.3% versus 2.7%). Though the two projects are not really appealing economically, Project B is slightly better and, thus, it is a less risky choice.
Project C and Project B will enable Tesla to spend its 100 million budget in a manner that will help it limit the net financial loss and at the same time achieve a balanced risk-reward distribution. This combination not only makes sure that the company invests in most efficient project, but also it would choose next best available option (Nurfitriani and Latif, 2025). Decisions like this involving capital rationing are necessary in order to optimise the allocation of resources and make sure that scarce funds are used in the most profitable areas.
5.4 Risk Analysis
The decision making of Tesla Inc. has a number of risks that should be taken into consideration. Market risk plays a crucial role, demand of electric vehicles may be fluctuated under the influence of economic conditions, shifts in consumer preference and governmental regulations. Any decrease in demand would have negative influence on anticipated cash flows of proposed projects (Edo-Osagie, 2025).
Another important issue is technological risk which is especially appropriate within the industry that is characterised by swift innovation. The new technological capability of battery, autonomous driving, and alternative energy solutions may make previously invested technologies outdated or competitive. To stay ahead of technological developments, Tesla will have to invest in research and development continuously.
Uncertainty of demand is also a determining factor in investment appraisal. The cash flows of the projects have been estimated considering assumptions based on future sales and market conditions which might never be realised as projected (Odewuyi et al., 2025). Revenue generation can be affected by factors like heightened competition, pricing pressures and change of regulations. All these risks underscore the need to make investment decisions with careful consideration. Tesla needs to be able to think about its financial indicators, as well as the external unknowns with an eye toward making certain the investment strategies it implements are stable and meet long-term business goals.
6. Conclusion
The financial overview of Tesla Inc., in general, shows that this company continues to be a powerful and well-represented participant of the world market of the electric vehicle, yet it is still experiencing some financial difficulties that it should deal with strategically. As shown in the profitability analysis, it experienced a high growth rate before the margins began declining, which indicated the growing cost pressures and competitive pricing policies. Although Tesla has managed to grow its business and enhance the profitability process, the issue of profitability in a very competitive industry is also essential.
The liquidity and solvency analysis revealed that Tesla has a relatively good financial position and enough current assets to cover the short-term liabilities and a declining situation of using debt financing. Nonetheless, the cash flow analysis showed discrepancies in operating cash development, which implies that there may be inefficiencies in the conversion of profits to real cash flows. Also, the working capital analysis showed that the negative cash conversion cycle has changed to the positive over the past years indicating that more cash is being held up in operation.
The strategic financial restructuring section highlighted a necessity to control costs, diversify, better manage working capital, and have a more powerful equity-based capital structure. The strategies are necessary towards the improvement of financial stability and the long-term growth.
This investment appraisal also revealed that while none of the proposed projects have positive NPVs, Project C is the most feasible available because it has nearly a better performance in all assessment parameters. Project C together with Project B will give the most balanced allocation of resources under capital rationing.
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Appendices
Appendix 1: Ratio calculation 
	Profitability ratio
	Formula
	2020
	2021
	2022
	2023
	2024

	Gorss profit
	(Gross profit / Net sale) *100
	6630.00
	13606.00
	20853.00
	17660.00
	17450.00

	Net sales
	
	31536.00
	53823.00
	81462.00
	96773.00
	97690.00

	Gross profit Ratio
	
	21%
	25%
	26%
	18%
	18%

	Net profit
	(Net profit / Net sales) *100
	862.00
	5644.00
	12587.00
	14974.00
	7153.00

	Net sales
	
	31536.00
	53823.00
	81462.00
	96773.00
	97690.00

	Net profit ratio
	
	3%
	10%
	15%
	15%
	7%

	
	
	
	
	
	
	

	
	
	
	
	
	
	

	Efficiency ratio
	Formula
	2020
	2021
	2022
	2023
	2024

	Cost of Goods sold
	(Cost of Goods sold / Average Inventory)
	24906.00
	40217.00
	60609.00
	79113.00
	80240.00

	Average Inventory
	
	4101.00
	5757.00
	12839.00
	13626.00
	12017.00

	Inventory Turnover ratio
	
	6.07
	6.99
	4.72
	5.81
	6.68

	Sales
	(Sales / Average Total Assets)
	31536.00
	53823.00
	81462.00
	96773.00
	97690.00

	Average total Assets
	
	52148.00
	62131.00
	82338.00
	106618.00
	122070.00

	Assets Turnover ratio
	 
	0.60
	0.87
	0.99
	0.91
	0.80

	
	
	
	
	
	
	

	Investment Ratios
	Formula
	2020
	2021
	2022
	2023
	2024

	EPS
	
	0.25
	1.87
	4.02
	4.73
	2.23

	Stock Price
	(Stock Price / EPS)
	43.37
	206.67
	349.87
	133.42
	218.89

	EPS
	
	0.25
	1.87
	4.02
	4.73
	2.23

	Price to earning ratio
	
	173.48
	110.52
	87.03
	28.21
	98.16



	Liquidity ratio
	Formula
	2020
	2021
	2022
	2023
	2024

	Current Assets
	(Current Assets / Current Laibility)
	26717.00
	27100.00
	40917.00
	49616.00
	58360.00

	Current liability
	
	14248.00
	10667.00
	26709.00
	28748.00
	28821.00

	Current Ratio
	
	1.88
	2.54
	1.53
	1.73
	2.02

	Current Assets
	(Current Assets -Inventory)/ Current Liability
	26717.00
	27100.00
	40917.00
	49616.00
	58360.00

	Inventiry
	
	4101.00
	5757.00
	12839.00
	13626.00
	12017.00

	Currnet Liability
	
	14248.00
	10667.00
	26709.00
	28748.00
	28821.00

	Quick ratio
	
	1.59
	2.00
	1.05
	1.25
	1.61

	
	
	
	
	
	
	

	Solvency ratio
	Formula
	2020
	2021
	2022
	2023
	2024

	Total Debt
	(Total Debt / Total Assets)
	28418.00
	30548.00
	36440.00
	43009.00
	48390.00

	Total Assets
	
	52148.00
	62131.00
	82338.00
	106618.00
	122070.00

	Debt to Asset ratio
	
	0.54
	0.49
	0.44
	0.40
	0.40

	Total Equity
	(Total Equity / Total Assets)
	22225.00
	30189.00
	44704.00
	62634.00
	72913.00

	Total Assets
	
	52148.00
	62131.00
	82338.00
	106618.00
	122070.00

	Equity ratio
	
	0.43
	0.49
	0.54
	0.59
	0.60

	
	
	
	
	
	
	

	Cash Flow Ratios
	Formula
	2020
	2021
	2022
	2023
	2024

	Operating Cash flow
	(Operating Cash flow / Current Liability)
	5943.00
	11497.00
	14724.00
	13256.00
	14923.00

	Current Liability
	
	14248.00
	10667.00
	26709.00
	28748.00
	28821.00

	Operating Cash flow ratio
	
	0.42
	1.08
	0.55
	0.46
	0.52

	Operating Cash flow
	(Operating Cash flow / Total Debt)
	5943.00
	11497.00
	14724.00
	13256.00
	14923.00

	Total Debt
	
	28418.00
	30548.00
	36440.00
	43009.00
	48390.00

	Cash Flow to Debt Ratio
	
	0.21
	0.38
	0.40
	0.31
	0.31





Appendix 2: Investment Appraisal
	Project A Net Present Value (In million £)

	Year
	Cash flow 
	Discounting Factor
	Present Value

	0
	-£   50.00 
	1
	-£         50.00 

	1
	 £   10.00 
	0.91
	 £           9.09 

	2
	 £   12.00 
	0.83
	 £           9.92 

	3
	 £   14.00 
	0.75
	 £         10.52 

	4
	 £   10.00 
	0.68
	 £           6.83 

	5
	 £     8.00 
	0.62
	 £           4.97 

	Net Present Value
	-£          8.68 

	Profitability Index
	-£          0.17 

	ARR
	22%

	 
	
	
	 

	Project A Payback Period
	 

	Year
	Cash flow 
	Cumulative Cash flow
	 

	0
	-£   50.00 
	-£                    50.00 
	 

	1
	 £   10.00 
	-£                    40.00 
	 

	2
	 £   12.00 
	-£                    28.00 
	 

	3
	 £   14.00 
	-£                    14.00 
	 

	4
	 £   10.00 
	-£                      4.00 
	 

	5
	 £     8.00 
	 £                      4.00 
	 

	Payback Period
	4.5
	 

	 
	
	
	 

	IRR
	
	 

	Year
	Cash flow 
	
	 

	0
	-£   50.00 
	
	 

	1
	 £   10.00 
	
	 

	2
	 £   12.00 
	
	 

	3
	 £   14.00 
	
	 

	4
	 £   10.00 
	
	 

	5
	 £     8.00 
	
	 

	IRR
	2.7%
	 
	 



	Project B Net Present Value (In million £)

	Year
	Cash flow 
	Discounting Factor
	Present Value

	0
	-£   50.00 
	1
	-£         50.00 

	1
	 £   11.00 
	0.91
	 £         10.00 

	2
	 £   11.00 
	0.83
	 £           9.09 

	3
	 £   11.00 
	0.75
	 £           8.26 

	4
	 £   11.00 
	0.68
	 £           7.51 

	5
	 £   11.00 
	0.62
	 £           6.83 

	Net Present Value
	-£          8.30 

	Profitability Index
	-£          0.17 

	ARR
	22%

	 
	
	
	 

	Project A Payback Period
	 

	Year
	Cash flow 
	Cumulative Cash flow
	 

	0
	-£   50.00 
	-£                     50.00 
	 

	1
	 £   11.00 
	-£                     39.00 
	 

	2
	 £   11.00 
	-£                     28.00 
	 

	3
	 £   11.00 
	-£                     17.00 
	 

	4
	 £   11.00 
	-£                       6.00 
	 

	5
	 £   11.00 
	 £                       5.00 
	 

	Payback Period
	4.5
	 

	 
	
	
	 

	IRR
	
	 

	Year
	Cash flow 
	
	 

	0
	-£   50.00 
	
	 

	1
	 £   11.00 
	
	 

	2
	 £   11.00 
	
	 

	3
	 £   11.00 
	
	 

	4
	 £   11.00 
	
	 

	5
	 £   11.00 
	
	 

	IRR
	3.3%
	 
	 



	Project C Net Present Value (In million £)

	Year
	Cash flow 
	Discounting Factor
	Present Value

	0
	-£   50.00 
	1
	-£         50.00 

	1
	 £     5.00 
	0.91
	 £           4.55 

	2
	 £   10.00 
	0.83
	 £           8.26 

	3
	 £   20.00 
	0.75
	 £         15.03 

	4
	 £   25.00 
	0.68
	 £         17.08 

	5
	 £     5.00 
	0.62
	 £           3.10 

	Net Present Value
	-£          1.98 

	Profitability Index
	-£          0.04 

	ARR
	26%

	 
	
	
	 

	Project A Payback Period
	 

	Year
	Cash flow 
	Cumulative Cash flow
	 

	0
	-£   50.00 
	-£                     50.00 
	 

	1
	 £     5.00 
	-£                     45.00 
	 

	2
	 £   10.00 
	-£                     35.00 
	 

	3
	 £   20.00 
	-£                     15.00 
	 

	4
	 £   25.00 
	 £                     10.00 
	 

	5
	 £     5.00 
	 £                     15.00 
	 

	Payback Period
	3.6
	 

	 
	
	
	 

	IRR
	
	 

	Year
	Cash flow 
	
	 

	0
	-£   50.00 
	
	 

	1
	 £     5.00 
	
	 

	2
	 £   10.00 
	
	 

	3
	 £   20.00 
	
	 

	4
	 £   25.00 
	
	 

	5
	 £     5.00 
	
	 

	IRR
	9%
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Project B Net Present Value (In million £)

Year Cash flow |Discounting Factor _|Present Value
0]-£ 50.00 1)-£ 50.00
1] £ 11.00 091] £ 10.00
2| £ 11.00 0.83] £ 9.09
31 £ 11.00 0.75| £ 8.26
4] £ 11.00 0.68| £ 7.51
5| £ 11.00 0.62| £ 6.83
Net Present Value £ 8.30
Profitability Index £ 0.17
ARR 22%|
Project A Payback Period
Year Cash flow | Cumulative Cash flow
0]-£ 50.00 |-£ 50.00
1 £ 11.00 |-£ 39.00
2| £ 11.00 |-£ 28.00
3] £ 11.00 |-£ 17.00
4] £ 11.00 |-£ 6.00
5| £ 11.00 | £ 5.00
Payback Period 4.5
IRR
Year Cash flow
0]-£ 50.00
1] £ 11.00
2| £ 11.00
31 £ 11.00
4] £ 11.00
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Project C Net Present Value (In million £)

Year Cash flow |Discounting Factor _|Present Value
0]-£ 50.00 1)-£ 50.00
11£ 5.00 091] £ 4.55
2| £ 10.00 0.83] £ 8.26
31 £ 20.00 0.75| £ 15.03
4] £ 25.00 0.68] £ 17.08
5| £ 5.00 0.62| £ 3.10
Net Present Value £ 1.98
Profitability Index £ 0.04
ARR 26%|
Project A Payback Period
Year Cash flow | Cumulative Cash flow
0]-£ 50.00 |-£ 50.00
11£ 5.00 |-£ 45.00
2| £ 10.00 |-£ 35.00
3] £ 20.00 |-£ 15.00
4/ £ 2500 | £ 10.00
5|£ 500]|£ 15.00
Payback Period 3.6
IRR
Year Cash flow
0]-£ 50.00
11£ 5.00
2| £ 10.00
31 £ 20.00
4] £ 25.00
5| £ 5.00
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Profitability ratio Formula 2020 2021 2022 2023 2024
Gorss profit 6630.00 13606.00 20853.00 17660.00 17450.00
Net sales 31536.00 53823.00 81462.00 96773.00 97690.00
Gross profit Ratio (Gross profit / Net sale) *100 21% 25% 26% 18% 18%
Net profit 862.00 5644.00 12587.00 14974.00  7153.00
Net sales 31536.00 53823.00 81462.00 96773.00 97690.00
Net profit ratio (Net profit / Net sales) *100 3% 10% 15% 15% 7%
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79113.00 80240.00
13626.00 12017.00
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Efficiency ratio Formula 2020 2021 2022
Cost of Goods sold ost of Goods sold / Average Inventor 24906.00 40217.00 60609.00
Average Inventory 4101.00 5757.00 12839.00
Inventory Turnover ratio 6.07 6.99 472
Sales (Sales / Average Total Assets) ~ 31536.00 53823.00 81462.00
Average total Assets

Assets Turnover ratio 0.60 0.87 0.99

96773.00 97690.00

52148.00 62131.00 82338.00 106618.00 122070.00

0.91 0.80
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Liquidity ratio Formula 2020 2021 2022 2023 2024
Current Assets 26717.00 27100.00 40917.00 49616.00 58360.00
Current liability 14248.00 10667.00 26709.00 28748.00 28821.00
Current Ratio (Current Assets / Current Laibility) 1.88 254 153 173 2.02
Current Assets 26717.00 27100.00 40917.00 49616.00 58360.00
Inventiry 4101.00 5757.00 12839.00 13626.00 12017.00
Currnet Liability 14248.00 10667.00 26709.00 28748.00 28821.00
Quick ratio (Current Assets -Inventory)/ Current Liability .59 2.00  10S 1.25 161
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Solvency ratio

Formula

2020 2021 2022

2023 2024

Total Debt

Total Assets

Debt to Asset ratio
Total Equity

Total Assets
Equity ratio

(Total Debt / Total Assets)

(Total Equity / Total Assets)

28418.00 30548.00 36440.00
52148.00 62131.00 82338.00
0.54 0.49 0.44

43009.00 48390.00
106618.00 122070.00
0.40 0.40

22225.00 30189.00 44704.00
52148.00 62131.00 82338.00
0.43 0.49 0.54

62634.00 72913.00
106618.00 122070.00
0.59 0.60
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Cash Flow Ratios Formula 2020 2021 2022 2023 2024
Operating Cash flow 5943.00 11497.00 14724.00 13256.00 14923.00
Current Liability (Operating Cash flow / Current Liability) ~ 14248.00 10667.00 26709.00 28748.00 28821.00
Operating Cash flow ratio 0.42 1.08 0.55 0.46 0.52
Operating Cash flow 5943.00 11497.00 14724.00 13256.00 14923.00
Total Debt (Operating Cash flow / Total Debt) 28418.00 30548.00 36440.00 43009.00 48390.00
Cash Flow to Debt Ratio 0.21 0.38 0.40 0.31 0.31
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Cash Operating Cycle

Ratio Formula 2020] 2021  2022]  2023] 2024
Inventory Days (Iaventory / COGS) * 365 60.1 52.2 773 62.9 54.7
Receivable Days (Receivables / Revenue) * 365 218 13.0 132 132 165
Payable Days (Payables / COGS) * 365 88.7 34.2 91.9 66.6 56.7
Cash Conversion CyclInventory Days + Receivable Days — Payable Day  -6.7|  31.0 1.3 144
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Project A Net Present Value (In million £)

Year Cash flow|Discounting Factor |Present Value
0|-£ 50.00 1)-£ 50.00
1) £ 10.00 0.91] £ 9.09
2| £ 12.00 0.83 £ 9.92
3| £ 14.00 0.75| £ 10.52
4] £ 10.00 0.68| £ 6.83
5| £ 8.00 0.62| £ 4.97
Net Present Value £ 8.68
Profitability Index £ 0.17
ARR 22%

Project A Payback Period

Year Cash flow|Cumulative Cash flow
0|-£ 50.00 |-£ 50.00
1) £ 10.00 |-£ 40.00
2| £ 12.00 |-£ 28.00
3| £ 14.00 |-£ 14.00
4] £ 10.00 |-£ 4.00
5|£ 800 £ 4.00

Payback Period 4.5

IRR

Year Cash flow
0/-£ 50.00
1) £ 10.00
2| £ 12.00
3| £ 14.00
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