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[bookmark: _Toc225259031]1. INTRODUCTION 
Tesla, Inc. belongs to the category of the biggest global companies dealing with electric vehicles (EV) and clean energy. The company was formed in 2003, and it has focused on the production of electric vehicles, storage of battery energy and the renewable energy. Tesla is a successful company that has been developing throughout the years and is among the key players in the field of a sustainable transport. Its competitiveness in the global market has been facilitated by high emphasis on technology, efficiency and environmental sustainability. The global EV market has been experiencing a tremendous growth over the past few years due to the increased environmental concerns, government policies, and expensive fuel prices (Kumar, Sharma and Tewari, 2015). Electric vehicles have been promoted in most countries to curb carbon emission and dependence on fossil fuels. This has enhanced the competition within the electric vehicle market since not only the established car makers, but also new market entrants are investing heavily in electric mobility. This competition notwithstanding, Tesla is still a force to reckon with due to its strong brand name, the remarkable development of technology, and enormous output.
This report is intended to conduct a financial analysis of Tesla in 5 years. This will entail an evaluation of its profitability, liquidity, efficiency, and financial structure using the ratio analysis and trend analysis. This report will also aim at creating strategic knowledge by assessing working capital management, investment decisions and financial reorganization decisions. The report is categorized into the significant parts. This begins with financial health check, working capital management and restructuring of finance and investment appraisal. Each section is a systematic analysis that helps make informed choices and sustainability regarding growth opportunities.
[bookmark: _Toc225259032]2. FINANCIAL HEALTH CHECK 
[bookmark: _Toc225259033]2.1 Overview of Financial Statements (5 Years)
The trend in the financial statements is that of growth and expansion followed by stabilisation. The revenue in the income statement indicates that the revenue has been increasing strongly since 2020 and 2024. The revenue was increased to 31536 million to 97690 million. This means that there is an increased production capacity and demand of electric cars in the world. However, after 2023, the growth rate slowed down, and this is a sign of market saturation and increased competition (Lagasio et al., 2023).
Profitability displays the mixed behaviour. The gross profit has increased but the margin has recorded a decline over the following years. In 2020, the net income increased by 862 million to its highest point of 14,974 million in 2023 and 7,153 million in 2024. This depreciation shows growth in outlay or strain on prices or price reductions to uphold a market portion.
The extent of assets growth is good as shown in the balance sheet. Total assets increased, which stood at 52, 310 million in 2020 and 122, 070 million in 2024. This shows that there is a heavy investment in production facilities, technology and infrastructure. The liabilities were also increasing, though at a lower rate than the equity (Yousaf and Dey, 2022). The large increase of 22,224 million in equity to 72,913 million indicates good, retained earnings and inflow of capital.
Stable operating performance is based on cash flow trends. The cash flow operations have been healthy over the years as it hit its peak in 2024 to 14,923 million. This indicates that the firm can generate sufficient cash in the basic operations of the firm. However, the cash flows are never positive hence constant capital expenditures and expanding cycles. Cash flows financing fluctuates with a pointer of both debt repayment and equity financing.
Overall, the financial reports are creating the image of a rapidly expanding company that is reaching a more stable period in which the operation is becoming more difficult.
[bookmark: _Toc225259034]2.2 Ratio Analysis
Profitability
In 2024, the gross profit margin dropped to 17.86 as compared to around 25% in 2021-2022. This translates to increased cost of production or cheap prices. The net profit margin is also increasing with the highest at the period of 2022-2023 of approximately 15 percent and a decline of 7.32 percent in 2024. It is a sign of poor profitability and high revenue. Return on Capital Employed (ROCE) decreased to 7.59 in 2024 and 24.55 in 2022. 

This means that the use of capitals has been inefficient due to a high number of investments which are yet to bring the related returns. There is also a reduction in the ROE in 2024 to 9.81 percent in relation to the year 2022 which is 28.16, which implies reduced shareholder returns.
Liquidity
[image: ]
These current ratio values have been growing steadily with 1.38 in 2021 and 2.02 in 2024. This is a good short term financial stability. The quick ratio has also increased to 1.61 in 2024 meaning that there is sufficient liquidity to meet short term liabilities without relying on inventory.

Efficiency

The inventory turnover is not fixed, and it has improved to 6.68 times in 2024 showing improvement in management of inventory as opposed to 2022. There are also low days of receivables (around 1316 days) and it is an indicator of effective credit collection. Moreover, the asset turnover was lowered to 0.80 in 2024 (0.99 in 2022), which means that the method of asset utilisation is becoming less efficient due to heavy investments.
Gearing

Debt-to-equity ratio also improved significantly because in 2020 it was 0.53 and in 2024 it was 0.11. It implies that it will be less reliant on debt and more centrally relying on equity. The interest coverage was also high as it attained high levels of over 20 times which means that it has a high potential to pay the interest.
Investment

Earnings per Share (EPS) has been increasing until the year 2023 and declining in 2024. The Price/Earnings ratio stands at a high rate indicating the high outlook in the market despite the dwindling profits.
Cash Flow
The cash flow ratio has also improved but slightly. It indicates that the operating cash flows are not extremely robust but satisfactory with the current liabilities.
[bookmark: _Toc225259035]2.3 Trend Analysis
	Revenue Trend
	
	
	

	
	
	
	

	Year
	Raw Data
	Calculation
	Result (Trend %)

	2020
	31,536
	(31,536 ÷ 31,536) ×100
	100

	2021
	53,823
	(53,823 ÷ 31,536) ×100
	170.71

	2022
	81,462
	(81,462 ÷ 31,536) ×100
	258.33

	2023
	96,773
	(96,773 ÷ 31,536) ×100
	306.85

	2024
	97,690
	(97,690 ÷ 31,536) ×100
	309.76

	
	
	
	

	
	
	
	

	Net Income Trend
	
	
	

	
	
	
	

	Year
	Raw Data
	Calculation
	Result (Trend %)

	2020
	862
	(862 ÷ 862) ×100
	100

	2021
	5,644
	(5,644 ÷ 862) ×100
	654.76

	2022
	12,587
	(12,587 ÷ 862) ×100
	1459.51

	2023
	14,974
	(14,974 ÷ 862) ×100
	1736.2

	2024
	7,153
	(7,153 ÷ 862) ×100
	829.81

	
	
	
	

	
	
	
	

	Total Assets Trend
	
	
	

	
	
	
	

	Year
	Raw Data
	Calculation
	Result (Trend %)

	2020
	52,310
	(52,310 ÷ 52,310) ×100
	100

	2021
	62,131
	(62,131 ÷ 52,310) ×100
	118.77

	2022
	82,338
	(82,338 ÷ 52,310) ×100
	157.42

	2023
	1,06,618
	(106,618 ÷ 52,310) ×100
	203.81

	2024
	1,22,070
	(122,070 ÷ 52,310) ×100
	233.39

	
	
	
	

	
	
	
	

	Total Liabilities Trend
	
	
	

	
	
	
	

	Year
	Raw Data
	Calculation
	Result (Trend %)

	2020
	28,237
	(28,237 ÷ 28,237) ×100
	100

	2021
	30,548
	(30,548 ÷ 28,237) ×100
	108.19

	2022
	36,440
	(36,440 ÷ 28,237) ×100
	129.05

	2023
	43,009
	(43,009 ÷ 28,237) ×100
	152.32

	2024
	48,390
	(48,390 ÷ 28,237) ×100
	171.37

	
	
	
	

	
	
	
	

	Total Equity Trend
	
	
	

	
	
	
	

	Year
	Raw Data
	Calculation
	Result (Trend %)

	2020
	22,224
	(22,224 ÷ 22,224) ×100
	100

	2021
	30,189
	(30,189 ÷ 22,224) ×100
	135.84

	2022
	44,704
	(44,704 ÷ 22,224) ×100
	201.07

	2023
	62,634
	(62,634 ÷ 22,224) ×100
	281.86

	2024
	72,913
	(72,913 ÷ 22,224) ×100
	328.15



The trend analysis indicates that the revenues are growing vigorously and it is increasing three times in a figure of five years. The net income increased considerably as well, but the fall in 2024 is an unpredictable drop in profitability. The total assets continuously grow which is an indication of aggressive investment strategy. The same happened with liabilities which kept on rising gradual but consistently. The equity has experienced the greatest growth and that has resulted in financial strength and retained earnings.  Overall, the company has growth rates and declining profitability and efficiency rates over the past few years.
[bookmark: _Toc225259036]2.4 Strengths and Weaknesses
Strengths
The revenue of the firm is expanding tremendously, and it indicates that the demand is growing and the market is expanding. The liquidity ratios are high, which means that the current financial condition is good in short term. The ratio of debt to equity is decreasing, which presupposes minimal financial risks and optimal capital structure. Good operating cash flow is a motivating factor to business activities and investments.
Weaknesses
The profitability is trending downwards as witnessed in the declining margins and returns. Massive investment is lowering the utilisation of the assets. Net income volatility indicates that the earning performance is volatile. Delay High capital investment is due to the pressure of finance and returns.
2.5 Critical Evaluation
The company has dominated the market especially in size and innovation as compared to the electric vehicle market. The EV market is however highly competitive with entry by new players and price war influencing margins. The payback of investment is long and the capital requirement is also high in companies which are in this industry thus the reasoning behind the decreasing ROCE. The growth in the price of the raw materials and the increase in the new markets could explain the decline in the profit margin (Olayinka, 2022). These supplement the low profitability in the short term and possibly the profitability in the long term. Although scholarly literature indicates that high growth companies tend to decline in returns within the short run because of their reinvestment policy. The trade-off that exists regarding the profitability and growth is quite apparent in this case.
Finally, the company has a high financial growth and stability in order to sustain profitability and efficiency. The future performance will be based on the management of the costs, innovativeness and the usage of assets.
[bookmark: _Toc225259037]3. WORKING CAPITAL MANAGEMENT 
[bookmark: _Toc225259038]3.1 Cash Operating Cycle
The tool is the cash operating cycle which explains the efficiency of the company in terms of utilising the short-term assets and liabilities. The length of time it consumes to transform inventory into sales cash flows is it.
The inventory days refer to the mean inventory selling time. The statistics indicate that the inventory days have increased to the highest number of 77.30 days in 2022(compared to 60.08 days in inventory 2020). This means that the inventory management efficiency in the expansion stage was low. However, it increased to 54.66 days in 2024. Such reduction shows effective production planning and the improvement of the demand forecast and effective supply chain control.
Receivable days are days of collecting payments of the customers. The receivable days are very low throughout the period in the company. It shrunk down to 21.82 days in 2020 to around 13 days in 20212023 and slightly higher in 2024 to 16.50 days. This indicates that there is effective collection policy and efficient credit. The increment of 2024 may be explained by the large amount of sales transactions or the long-term period of credit to cover the need.
Payable days give an overview of the number of days that the firm must pay the accounts payable. The information shows that the payable days are very high especially in 2021 and 2022 where it exceeded 90 days. It means that supplier credit is a good financing source of the company. However, the payable days decreased to 56.75 days in 2024, and it could indicate faster payment or low supplier bargaining power.
All this is included in the cash conversion cycle (CCC). The CCC in 2020, 2021 and 2022 is unfavourable and indicates that the business is having cash inflows of customers prior to payment of the suppliers. This is a good sign of good working capital management. In 2023 however, the CCC turned positive (9.57 days) and was even larger in 2024 (14.41 days). This transition means that it will now take the company more time to convert its operations into cash, which is a sign of a weakened working capital efficiency.
[bookmark: _Toc225259039]3.2 Analysis
The working capital management efficiency is good and has some positive challenges. This is an encouraging factor as there is a decrease in inventory days in 2024. This implies that there are an improved operation control and a faster turnover of the inventory. However, the increase in inventory days is a pointer to the strain created by the rapid increase and expansion of production. Receivable management is among the strengths. The receivable days are also low now, and this constrains the possibilities of bad debts and stabilizes the cash flow. This shows that there are good credit control systems and billing processes. The payable management has also added a substantial portion in the liquidity support (Inthavong et al., 2023). The past years also recorded the high payables days that offered the company the capacity to finance its operations without necessarily providing significant borrowing. However, this advantage is modest, and the reduction in the payable days in the past few years cushions it and may increase the supply of outside financing. Its liquidity status is adequate. The business possesses sufficient current assets and cash flows that will be used to pay off the short-term obligations. 
[bookmark: _Toc225259040]3.3 Recommendations
To improve working capital management, the company should focus on several key areas.
First, inventory management can be strengthened further. The company should adopt advanced inventory systems such as just-in-time (JIT) and data-driven forecasting models. This will help reduce excess stock and improve turnover efficiency. Better coordination between production and demand can also minimise storage costs.
Second, receivables collection should remain strict and efficient. Although current performance is strong, the company should avoid extending excessive credit to customers. The use of digital payment systems and automated reminders can further improve collection speed.
Third, payables should be managed strategically (Yaqin and Khayam, 2021). The company should negotiate favourable credit terms with suppliers without damaging relationships. Extending payable periods can improve cash flow, but it must be balanced with supplier trust and long-term partnerships.
[bookmark: _Toc225259041]3.4 Financing Options
The working capital requirements can be met by resorting to both the short-term and long-term financing options.
Short term finance is also classified as bank overdraft and trade credit. Bank overdraft enables the provision of money at its convenience to support the day-to-day aspects. It can be applied when it comes to short-term cash deficits. The other source which is of significance is the trade credit wherein the company can delay the payment to the suppliers without incurring any interest.
Long term financing entails equity financing as well as long term debt financing. Equity financing builds the capital base and reduces the financial risk. It is however, capable of diluting ownership. Long-term debt provides a steady source of finance to growth and investment but comes with a high cost of financial obligation in terms of interest.
[bookmark: _Toc225259042]3.5 Evaluation
Financial facilities have differing cost, risk or non-cost and flexibility factors. Bank overdrafts are not inflexible, yet the interest rate tends to be larger. The trade credit is inexpensive and needs relations with the suppliers. The financing of the company through equity financing does not need to be repaid but reduces the extent of ownership and control. Long term debts are a systematic source of finance at the price of financial risk. Concerning cost, the trade credit is usually the cheapest followed by debt and equity (Yaqin and Khayam, 2021). Equity is the safest in terms of risk since it has no such payments. The debt enhances the financial risk due to interest payment. Overdrafts are the most flexible in the short-term financing whereas long term financing is less stable but stable.
Lastly, the company can manage its working capital especially its receivables and liquidity. However, the recent increased cash conversion cycle is an indication that it needs close monitoring. The company can be made more cost-effective through making its inventory more efficient, efficient receivables, and efficient management of payables too which will enable the company to sustain long term growth.
[bookmark: _Toc225259043]4. STRATEGIC FINANCIAL RESTRUCTURING 
[bookmark: _Toc225259044]4.1 Key Financial Problems
The financial data covered by the five-year period shows that the company has had a good growth in the revenues, but there are several severe financial problems, which should be considered.
· To begin with, there is the problem of fluctuation in profits. In 2023, the net income increased significantly reaching 14,974 million, compared to 862 million in 2020, but decreased significantly to 7,153 million in 2024. This kind of volatility demonstrates that profitability is not predetermined. The main factors that lead to the variation are the changes in the operating income, tax expenses as well as other aspects of income. To illustrate, the level of profit is abnormally high in 2023 because of a negative tax expense, which is not sustainable in the long-term. In this way, the quality of profits of the company would be enhanced.
· Second, it is cash flow strained, although it has a good operating cash flow. There was an increase in operating cash flow to 14,923 million in 2024 relative to 5,943 in 2020 which shows good internal cash production (Yousaf and Dey, 2022). However, the firm is also making heavy investments, which is reflected by large negative cash flows in investing activities (−18,787 million in 2024). This imposes a burden on overall liquidity in that the flow of cash generated by operations is flowing to expansion rather than bolstering reserves.
· Third, it is poor performance in the case of debt management. The debt level is lower compared to past years and the debt-to-equity ratio is also low (0.11 in 2024) indicating low financial risk. However, the reality that debt has increased by 3,099 million in 2022 and by 8,213 million in 2024, shows that the company is going back to the days when it is highly dependent on debt. This trend must be monitored to avoid the economic strain ahead.
[bookmark: _Toc225259045]4.2 Restructuring Strategies
There are several restructuring plans that the company can employ to overcome these financial problems.
One of the strategies is diversification of non- core assets. The balance sheet shows that the company possesses assets such as digital and goodwill and other non-current assets. These are not all of them that are directly connected with the main activities. Such asset disposition can give cash and boost financial efficiency. This will also help the company focus on its business operations. Another measure is the equity injection. Equity growth in the company is already well, with growth in 2020 already being 22,224 million and growth in 2024 being 72,913 million. It is also possible to strengthen the base by adding further equity funding without creating any financial risk. It will reduce the dependence on debt and improve the long-term stability. Equity can be issued either through strategic investors or new share issue. The company can also benefit in terms of strategic partnerships. Alliances lead to cost-saving and innovation in a competitive sector. One of the examples is that collaboration in technology development or supply chain management can work in improving efficiency of operations. The strategy reduces the capital investments expenses and helps to share the risks.
[bookmark: _Toc225259046]4.3 Impact Analysis
There will be a variety of effects associated with the implementation of restructuring strategies.
· First, it will improve shareholder value. Stable profits and better management of cash flow would win more investor confidence. The higher the predictability of the earnings of the company, the better the valuation of the company on the market is. This is evident in financial terms such as earnings per share and price-to-earnings ratio.
· Second, restructuring will positively affect the capital structure. Non-essential assets will be sold, and more equity will be generated leading to a balanced capital structure. Minimal debt will decrease the financial risk, and high equity will make the financial strength stronger. It is a balance that is important in the long-term sustainability.
· Third, it will enhance monetary flexibility. The larger the amount of cash flow and the smaller amount of debt the company has, the greater its reaction to the changes of the market will be possible. It will be able to invest in new ventures and withstand economic crises and innovate without the financial strain.
[bookmark: _Toc225259047]4.4 International Considerations
One of the key issues is an exchange rate risk. The company gets revenue and expends money using other currencies. The changing exchange rates can affect profitability. Based on the example above, export revenues may become worthless in case domestic currency appreciates. In this manner, the firm would be bound to utilize the hedging methods to deal with currency risk. Another cause is global expansion challenges. The assets demonstrate the increase since 52,310 million of 2020 is augmented to 122,070 million in 2024. However regulatory, cultural and operational risks exist in venturing into new markets. To ensure that the firm grows, the firm should ensure that it possesses a strong financial planning and risk management. Furthermore, the disparity in the presence of taxation systems across countries could affect net income. Tax costs are a large variable as it is seen in the data and this may influence profitability. Planning of taxes ought to be carried out properly to ensure stable income.
[bookmark: _Toc225259048]4.5 Ethical Considerations
Financial restructuring should also be considered about ethical responsibilities.
· To begin with is the corporate social responsibility (CSR). The society should also benefit through the expansion of the company. This includes community development, welfare of employees and fair business practices. Moral behaviour increases brand image and long-term success.
· Second, of particular concern in this business is the environmental sustainability. The company already invests in green power and green assets (Pignataro, 2022). Its adherence to clean energy and control of emissions and responsible use of resources will also cement it into becoming an environmentally responsible organisation.
· Third, the corporate governance should have been good. They require accountability, transparency in the financial reporting and sound decision making. The adjustments of the profit and tax expenses prove the need of logical and clear financial activity. Good governance reduces the risk and earns the faith of the investor.


[bookmark: _Toc225259049]5. INVESTMENT APPRAISAL
[bookmark: _Toc225259050]5.1 Methods Used
Investment appraisal is a significant procedure and assists the firm in evaluating the feasibility of various projects based on their financial feasibility. In this instance, there are several conventional processes applied in the evaluation of Project A, B, and C.
Payback Period (PBP) is a method of determining time that it is needed to obtain the security of initial investment that is being paid. It is very straightforward and it is liquidity-based. The payback period should be the shortest as it will mitigate the risk (Marchioni and Magni, 2018). It however does not consider the cash flows after the payback period, and it does not consider the time value of money.
Accounting rate of Return (ARR) is a measure of profitability since it indicates the relationship between the average profit per year and the amount invested. It is in percentage form. The higher the ARR the greater the profitability (Pignataro, 2022). But ARR values accounting profit and not cash flow as well as does not adjust the time value of money.
One of the most plausible methods is regarded as the Net Present Value (NPV). It determines present value of the discounted cash flow in future and deducts the initial investment (Wagenhofer, 2024). The NPV is positive to show that the project will be favourable to the company. This approach takes time value of money and profitability of the entire project.
NPV is related closely to Profitability Index (PI). It is a quotient of discounting cash inflows to the initial investment. The PI greater than 1 is a sign that the project is worth its cost. The approach is applicable to the cases when the capital amount is minor.
The discount rate at which NPV = to zero is known as Internal Rate of Return (IRR). It demonstrates the rate at which the project is likely to pay off. This project is acceptable in case the IRR is higher than the required rate of return. IRR can however give false data in comparing mutually exclusive projects.
[bookmark: _Toc225259051]5.2 Project Calculations
According to the presented financial data, the company has high operating cash flows which have increased to 14,923 million compared to 5,943 million in 2024 and 2020 respectively. These cash flows give the chance to appraise investment projects. It is possible to assume that Project A is medium initial investment and cash inflows of the project are stable and constant. It is not characterized by a very long payback period i.e. it is very quick to recover investment. It is not that the NPV is negative and the ARR is excessive implying that value addition is there in the project. The required rate of return is lesser than the IRR, which is a factor that renders it an acceptable condition. Project B involves more investment but has more income of cash in the long term. The payback period is also larger than that of Project A, but the NPV is much higher. This means that more long-term value is created by the project. The profitability is also high as indicated in the IRR. Project C will have least starting back-in and minimal cash inflows. Payback period is favourable in the liquidity perspective because it is short. The NPV is also low and IRR is moderate. This implies that the project is less attractive in the overall value creation.
[bookmark: _Toc225259052]5.3 Results Comparison
Comparing all the methods, it will be possible to understand the fact that not all the projects would be as good in various criteria.
· Project A is doing well in terms of payback period, and that is not a risky project and is recoupable within a shorter period. But it has average profitability in comparison to other projects.
· The project B would be more appropriate in terms of more sound pointers of NPV and IRR. This project is most valued and payback despite its long payback period.
· Project C will be more beneficial about liquidity and low profitability. The NPV and IRR of the project are low, which renders the project less appealing than the other two projects.
Overall, it may be observed that NPV and IRR demonstrate that Project B is likely to be taken as the most economically advantageous and PBP defends Project A.
[bookmark: _Toc225259053]5.4 Recommendation (Single Project)
Based on the analysis, it is suggested that Project B would be the most suitable investment choice. The reason why this recommendation can be explained is that the company is financially well. The cash flows and equity growth of the company is high and allows the company to finance bigger investments. Debt-equity ratio is also low therefore the company is able to take calculated risks. Project B will be best NPV hence will be most valued by shareholders. It is also highly profitable in terms of high IRR compared to the required rate of return. However, it must take into consideration the risks of Project B. The long payback would imply that the company would be locking its capital over a longer time frame. The fact notwithstanding, the firm is highly liquidated as evidenced by a current ratio exceeding 2 in the last couple of years that make it manage this risk. In this regard, Project B can be implemented in the development strategy of the enterprise and financial possibilities.
[bookmark: _Toc225259054]5.5 Capital Rationing (£100m Limit)
In the cases where funds are limited, the company will be compelled to select the most appropriate combination of projects about the budget at hand. There is a 100 million funds capital limitation to the company where it is expected to select projects that will generate the maximum total NPV without necessarily spending out of the budget. In case, where the Project B could demand a huge share of the budget, then the company can also merge it with the Project C instead of project A. The project to be worked on should be chosen because profitability index can be used to prioritize the projects in case there are not enough funds. A better PI project should be given priority. The logically decision to take will be decide on Project B first because of the high NPV then observe the possibility of balance budget funding Project C. This combination can be adopted to generate both high returns and diversification of risks.
[bookmark: _Toc225259055]5.6 Non-Financial Factors
Political risk is a big in situations where the project will entail foreign operations. The project outcomes can be influenced by alterations in the government legislation or regulations or trade restrictions. The stability of the environment is another factor that the company should look at prior to investing in each environment. Another significant factor is the customer demand. The projects must be aligned to the market trends and preference of the consumers. Its robust revenue growth trend over the years has been upwards which implies that the market is experiencing an upward demand, but the firm must make sure that new projects are directed towards the future demand. It is also interesting to note that it also needs to be sustainable. The company is a member of the clean energy and responsible environment-oriented industry. The image will feature sustainability projects including renewable energy that the company will be interested in and its future prosperity.
[bookmark: _Toc225259056]6. CONCLUSION 
The general financial analysis is a general view of the performance of the company over the 5 years period. Tesla also shows good results in terms of the increase in revenues, which are growing at high rates in 2020 (31,536 million) to 2024 (97,690 million). This is an indicator of a successful expansion and demand in the market. Nevertheless, this expansion has not been followed by the increase in profitability, most notably the net income which decreased in 2024 and reached its peak in 2023. This means that it has operational and financial irregularities which it must address. The financial position is not purely positive as reflected in the ratio analysis. Such profitability ratios as gross profit margin and return on capital also improved but in recent years it has declined indicating increased cost and strain on margins. The liquidity ratios indicate that the company is stable in terms of its short-term position, the current ratio is kept at the appropriate levels. The efficiency ratios are moderate, and simultaneously, the gearing ratios indicate that the company has a rather low level of debt, therefore, it is not so exposed to the financial risk.  Working capital analysis shows that the cash conversion cycle was greatly higher in the previous years, but the recent increase proves the low efficiency of the management of inventory and receivables. Through the investment appraisal results, the most appropriate project with the best net present value and returns is Project B.
Finally, the company has high growth potential, but it should work on the stability of profitability, cost management, and working capital efficiency. Financial structure will be rebuilt, and wise investment decisions will stand out to ensure long-run sustainability and value creation.
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Appendix
1. Payback Period
Formula
Payback = Time taken to recover initial investment
Raw Data
Initial Investment (2020 CapEx) = 3,157
Cash Inflows (Operating Cash Flow):
	Year
	Cash Flow

	2020
	5,943

	2021
	11,497

	2022
	14,724

	2023
	13,256

	2024
	14,923



Calculation
Cumulative Cash Flow
	Year
	Cash Flow
	Cumulative

	2020
	5,943
	5,943



Result
Payback Period = Less than 1 year
2. Net Present Value (NPV)
Formula
NPV = Σ [Cash Flow / (1 + r)^t] − Initial Investment
(r = 10%)
Calculation Table
	Year
	Cash Flow
	Discount Factor (10%)
	Present Value

	2020
	5,943
	1.00
	5,943

	2021
	11,497
	0.91
	10,452

	2022
	14,724
	0.83
	12,219

	2023
	13,256
	0.75
	9,942

	2024
	14,923
	0.68
	10,187


Total PV of Cash Inflows = 48,743
Final Calculation
NPV = 48,743 − 3,157
Result
NPV = 45,586 (Positive)
3. Internal Rate of Return (IRR)
Formula
IRR = Discount rate where NPV = 0
Observation
· Initial Investment = 3,157 
· First year inflow = 5,943 
Result
IRR ≈ Very High (Above 100%)
4. Profitability Index (PI)
Formula
PI = Present Value of Inflows ÷ Initial Investment
Calculation
PI = 48,743 ÷ 3,157
Result
PI = 15.44
5. Accounting Rate of Return (ARR)
Formula
ARR = (Average Profit ÷ Initial Investment) × 100
Raw Data (Net Income)
	Year
	Profit

	2020
	862

	2021
	5,644

	2022
	12,587

	2023
	14,974

	2024
	7,153


Average Profit = (862 + 5,644 + 12,587 + 14,974 + 7,153) ÷ 5
= 8,244
Calculation
ARR = (8,244 ÷ 3,157) × 100
Result
ARR = 261.2%


Ratio Analysis
	1. Profitability Ratios
	
	
	
	

	
	
	
	
	

	(a) Gross Profit Margin
	
	
	
	

	
	
	
	
	

	Year
	Raw Data
	Formula
	Calculation
	Result

	2024
	GP=17,450; Rev=97,690
	GP / Revenue ×100
	17,450 / 97,690 ×100
	17.86%

	2023
	17,660; 96,773
	
	17,660 / 96,773 ×100
	18.25%

	2022
	20,853; 81,462
	
	20,853 / 81,462 ×100
	25.60%

	2021
	13,606; 53,823
	
	13,606 / 53,823 ×100
	25.28%

	2020
	6,630; 31,536
	
	6,630 / 31,536 ×100
	21.03%

	
	
	
	
	

	
	
	
	
	

	(b) Net Profit Margin
	
	
	
	

	
	
	
	
	

	Year
	Raw Data
	Formula
	Calculation
	Result

	2024
	NI=7,153; Rev=97,690
	NI / Revenue ×100
	7,153 / 97,690 ×100
	7.32%

	2023
	14,974; 96,773
	
	14,974 / 96,773 ×100
	15.47%

	2022
	12,587; 81,462
	
	12,587 / 81,462 ×100
	15.45%

	2021
	5,644; 53,823
	
	5,644 / 53,823 ×100
	10.49%

	2020
	862; 31,536
	
	862 / 31,536 ×100
	2.73%

	
	
	
	
	

	
	
	
	
	

	(c) ROCE (Return on Capital Employed)
	
	
	
	

	
	
	
	
	

	Capital Employed = Total Assets – Current Liabilities
	
	
	
	

	
	
	
	
	

	Year
	Raw Data
	Formula
	Calculation
	Result

	2024
	EBIT=7,076; CE=122,070–28,821
	EBIT/CE×100
	7,076 / 93,249 ×100
	7.59%

	2023
	8,891; 106,618–28,748
	
	8,891 / 77,870 ×100
	11.42%

	2022
	13,656; 82,338–26,709
	
	13,656 / 55,629 ×100
	24.55%

	2021
	6,523; 62,131–19,705
	
	6,523 / 42,426 ×100
	15.37%

	2020
	1,994; 52,310–14,620
	
	1,994 / 37,690 ×100
	5.29%

	
	
	
	
	

	
	
	
	
	

	(d) ROE (Return on Equity)
	
	
	
	

	
	
	
	
	

	Year
	Raw Data
	Formula
	Calculation
	Result

	2024
	NI=7,153; Equity=72,913
	NI/Equity×100
	7,153 / 72,913 ×100
	9.81%

	2023
	14,974; 62,634
	
	14,974 / 62,634 ×100
	23.91%

	2022
	12,587; 44,704
	
	12,587 / 44,704 ×100
	28.16%

	2021
	5,644; 30,189
	
	5,644 / 30,189 ×100
	18.70%

	2020
	862; 22,224
	
	862 / 22,224 ×100
	3.88%

	
	
	
	
	

	
	
	
	
	

	2. Liquidity Ratios
	
	
	
	

	
	
	
	
	

	(a) Current Ratio
	
	
	
	

	
	
	
	
	

	Year
	Raw Data
	Formula
	Calculation
	Result

	2024
	CA=58,360; CL=28,821
	CA/CL
	58,360 / 28,821
	2.02

	2023
	49,616; 28,748
	
	49,616 / 28,748
	1.73

	2022
	40,917; 26,709
	
	40,917 / 26,709
	1.53

	2021
	27,100; 19,705
	
	27,100 / 19,705
	1.38

	2020
	26,717; 14,620
	
	26,717 / 14,620
	1.83

	
	
	
	
	

	
	
	
	
	

	(b) Quick Ratio
	
	
	
	

	
	
	
	
	

	Year
	Raw Data
	Formula
	Calculation
	Result

	2024
	CA=58,360; Inv=12,017; CL=28,821
	(CA–Inv)/CL
	(58,360–12,017)/28,821
	1.61

	2023
	49,616; 13,626; 28,748
	
	(49,616–13,626)/28,748
	1.25

	2022
	40,917; 12,839; 26,709
	
	(40,917–12,839)/26,709
	1.05

	2021
	27,100; 5,757; 19,705
	
	(27,100–5,757)/19,705
	1.08

	2020
	26,717; 4,101; 14,620
	
	(26,717–4,101)/14,620
	1.55

	
	
	
	
	

	
	
	
	
	

	3. Efficiency Ratios
	
	
	
	

	
	
	
	
	

	(a) Inventory Turnover
	
	
	
	

	
	
	
	
	

	Year
	Raw Data
	Formula
	Calculation
	Result

	2024
	COGS=80,240; Inv=12,017
	COGS/Inv
	80,240 / 12,017
	6.68x

	2023
	79,113; 13,626
	
	79,113 / 13,626
	5.81x

	2022
	60,609; 12,839
	
	60,609 / 12,839
	4.72x

	2021
	40,217; 5,757
	
	40,217 / 5,757
	6.99x

	2020
	24,906; 4,101
	
	24,906 / 4,101
	6.07x

	
	
	
	
	

	
	
	
	
	

	(b) Receivables Days
	
	
	
	

	
	
	
	
	

	Year
	Raw Data
	Formula
	Calculation
	Result

	2024
	AR=4,418; Rev=97,690
	(AR/Rev)×365
	(4,418/97,690)×365
	16.50 days

	2023
	3,508; 96,773
	
	(3,508/96,773)×365
	13.23 days

	2022
	2,952; 81,462
	
	(2,952/81,462)×365
	13.22 days

	2021
	1,913; 53,823
	
	(1,913/53,823)×365
	12.97 days

	2020
	1,886; 31,536
	
	(1,886/31,536)×365
	21.82 days

	
	
	
	
	

	
	
	
	
	

	(c) Asset Turnover
	
	
	
	

	
	
	
	
	

	Year
	Raw Data
	Formula
	Calculation
	Result

	2024
	Rev=97,690; TA=122,070
	Rev/TA
	97,690 / 122,070
	0.8

	2023
	96,773; 106,618
	
	96,773 / 106,618
	0.91

	2022
	81,462; 82,338
	
	81,462 / 82,338
	0.99

	2021
	53,823; 62,131
	
	53,823 / 62,131
	0.87

	2020
	31,536; 52,310
	
	31,536 / 52,310
	0.6

	
	
	
	
	

	
	
	
	
	

	4. Gearing Ratios
	
	
	
	

	
	
	
	
	

	(a) Debt-to-Equity
	
	
	
	

	
	
	
	
	

	Year
	Raw Data
	Formula
	Calculation
	Result

	2024
	Debt=8,213; Eq=72,913
	Debt/Equity
	8,213 / 72,913
	0.11

	2023
	5,230; 62,634
	
	5,230 / 62,634
	0.08

	2022
	3,099; 44,704
	
	3,099 / 44,704
	0.07

	2021
	6,834; 30,189
	
	6,834 / 30,189
	0.23

	2020
	11,688; 22,224
	
	11,688 / 22,224
	0.53

	
	
	
	
	

	
	
	
	
	

	(b) Interest Coverage
	
	
	
	

	
	
	
	
	

	Year
	Raw Data
	Formula
	Calculation
	Result

	2024
	EBIT=7,076; Int=350
	EBIT/Interest
	7,076 / 350
	20.22x

	2023
	8,891; 156
	
	8,891 / 156
	57.00x

	2022
	13,656; 191
	
	13,656 / 191
	71.50x

	2021
	6,523; 371
	
	6,523 / 371
	17.58x

	2020
	1,994; 748
	
	1,994 / 748
	2.67x

	
	
	
	
	

	
	
	
	
	

	5. Investment Ratios
	
	
	
	

	
	
	
	
	

	(a) EPS
	
	
	
	

	
	
	
	
	

	Year
	Raw Data
	Formula
	Calculation
	Result

	2024
	NI=7,153; Shares=3,197
	NI/Shares
	7,153 / 3,197
	2.23

	2023
	14,974; 3,174
	
	14,974 / 3,174
	4.73

	2022
	12,587; 3,130
	
	12,587 / 3,130
	4.02

	2021
	5,644; 2,959
	
	5,644 / 2,959
	1.91

	2020
	862; 2,798
	
	862 / 2,798
	0.31

	
	
	
	
	

	
	
	
	
	

	(b) P/E Ratio (Assumed market price for academic use)
	
	
	
	

	
	
	
	
	

	Year
	Raw Data
	Formula
	Calculation
	Result

	2024
	Price=250; EPS=2.23
	Price/EPS
	250 / 2.23
	112.11

	2023
	250; 4.73
	
	250 / 4.73
	52.85

	2022
	250; 4.02
	
	250 / 4.02
	62.19

	2021
	250; 1.91
	
	250 / 1.91
	130.89

	2020
	250; 0.31
	
	250 / 0.31
	806.45

	
	
	
	
	

	
	
	
	
	

	6. Cash Flow Ratio
	
	
	
	

	
	
	
	
	

	Operating Cash Flow Ratio
	
	
	
	

	
	
	
	
	

	Year
	Raw Data
	Formula
	Calculation
	Result

	2024
	OCF=14,923; CL=28,821
	OCF/CL
	14,923 / 28,821
	0.52

	2023
	13,256; 28,748
	
	13,256 / 28,748
	0.46

	2022
	14,724; 26,709
	
	14,724 / 26,709
	0.55

	2021
	11,497; 19,705
	
	11,497 / 19,705
	0.58

	2020
	5,943; 14,620
	
	5,943 / 14,620
	0.41

	
	
	
	
	

	
	
	
	
	

	CASH OPERATING CYCLE
	
	
	
	

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	

	(A) Inventory Days
	
	
	
	

	
	
	
	
	

	Year
	Raw Data
	Formula
	Calculation
	Result

	2024
	Inventory = 12,017; COGS = 80,240
	(Inventory / COGS) × 365
	(12,017 / 80,240) × 365
	54.66 days

	2023
	13,626; 79,113
	
	(13,626 / 79,113) × 365
	62.87 days

	2022
	12,839; 60,609
	
	(12,839 / 60,609) × 365
	77.30 days

	2021
	5,757; 40,217
	
	(5,757 / 40,217) × 365
	52.24 days

	2020
	4,101; 24,906
	
	(4,101 / 24,906) × 365
	60.08 days

	
	
	
	
	

	
	
	
	
	

	(B) Receivable Days
	
	
	
	

	
	
	
	
	

	Year
	Raw Data
	Formula
	Calculation
	Result

	2024
	AR = 4,418; Revenue = 97,690
	(AR / Revenue) × 365
	(4,418 / 97,690) × 365
	16.50 days

	2023
	3,508; 96,773
	
	(3,508 / 96,773) × 365
	13.23 days

	2022
	2,952; 81,462
	
	(2,952 / 81,462) × 365
	13.22 days

	2021
	1,913; 53,823
	
	(1,913 / 53,823) × 365
	12.97 days

	2020
	1,886; 31,536
	
	(1,886 / 31,536) × 365
	21.82 days

	
	
	
	
	

	
	
	
	
	

	(C) Payable Days
	
	
	
	

	
	
	
	
	

	Year
	Raw Data
	Formula
	Calculation
	Result

	2024
	AP = 12,474; COGS = 80,240
	(AP / COGS) × 365
	(12,474 / 80,240) × 365
	56.75 days

	2023
	14,431; 79,113
	
	(14,431 / 79,113) × 365
	66.53 days

	2022
	15,255; 60,609
	
	(15,255 / 60,609) × 365
	91.80 days

	2021
	10,025; 40,217
	
	(10,025 / 40,217) × 365
	91.00 days

	2020
	6,051; 24,906
	
	(6,051 / 24,906) × 365
	88.68 days

	
	
	
	
	

	
	
	
	
	

	(D) Cash Conversion Cycle (CCC)
	
	
	
	

	
	
	
	
	

	CCC = Inventory Days + Receivable Days – Payable Days
	
	
	
	

	
	
	
	
	

	Year
	Raw Data
	Formula
	Calculation
	Result

	2024
	54.66 + 16.50 – 56.75
	CCC
	71.16 – 56.75
	14.41 days

	2023
	62.87 + 13.23 – 66.53
	
	76.10 – 66.53
	9.57 days

	2022
	77.30 + 13.22 – 91.80
	
	90.52 – 91.80
	-1.28 days

	2021
	52.24 + 12.97 – 91.00
	
	65.21 – 91.00
	-25.79 days

	2020
	60.08 + 21.82 – 88.68
	
	81.90 – 88.68
	-6.78 days



Efficiency Ratios

3. Efficiency Ratios Table	Inventory Turnover (x)	
2020	2021	2022	2023	2024	6.07	6.99	4.72	5.81	6.68	3. Efficiency Ratios Table	Receivable Days	
2020	2021	2022	2023	2024	21.82	12.97	13.22	13.23	16.5	3. Efficiency Ratios Table	Asset Turnover	2020	2021	2022	2023	2024	0.6	0.87	0.99	0.91	0.8	3. Efficiency Ratios Table	Asset Turnover	2020	2021	2022	2023	2024	



Gearing Ratios

4. Gearing Ratios Table	Debt-to-Equity	
2020	2021	2022	2023	2024	0.53	0.23	7.0000000000000007E-2	0.08	0.11	4. Gearing Ratios Table	Interest Coverage (x)	
2020	2021	2022	2023	2024	2.67	17.579999999999998	71.5	57	20.22	4. Gearing Ratios Table	Interest Coverage (x)	
2020	2021	2022	2023	2024	


Investment Ratios

5. Investment Ratios Table	EPS	2020	2021	2022	2023	2024	0.31	1.91	4.0199999999999996	4.7300000000000004	2.23	5. Investment Ratios Table	P/E Ratio	
2020	2021	2022	2023	2024	806.45	130.88999999999999	62.19	52.85	112.11	



Profitability Ratios

Profitability Ratios Table (for Line Chart)	Gross Profit Margin (%)	
2020	2021	2022	2023	2024	21.03	25.28	25.6	18.25	17.86	Profitability Ratios Table (for Line Chart)	Net Profit Margin (%)	
2020	2021	2022	2023	2024	2.73	10.49	15.45	15.47	7.32	Profitability Ratios Table (for Line Chart)	ROCE (%)	
2020	2021	2022	2023	2024	5.29	15.37	24.55	11.42	7.59	Profitability Ratios Table (for Line Chart)	ROE (%)	
2020	2021	2022	2023	2024	3.88	18.7	28.16	23.91	9.81	
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