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Executive Summary
The financial performance of Tesla is assessed during 2020-2024, including financial health, working capital management, strategic restructuring, and investment appraisal. This analysis shows that the revenues have grown tremendously between 31,536m and 97,690m owing to the growth of the automotive business. Nevertheless, the profitability decreased beyond 2022, and operating margins and returns decreased because of increasing costs and competitive pricing pressures. Liquidity is also stable with a current ratio of 2.02, and there is an improvement in capital structure, as debt dependency is decreased, and growth of equity is high. The operating cycle cash became positive and not negative, which means that the working capital management became less efficient. Strategic suggestions involve enhancement of inventory, receivables, and payables management, and restructuring based on divestiture use, mergers, and financing by means of equity. The results of investment appraisal indicate that all the projects have negative NPVs, though Project C is favoured, and under capital rationing, a combination of Projects B and C is suggested.
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[bookmark: _n52cp3audab9]1. Introduction
Financial management is essential in organisational sustainability, strategic development, and value creation, especially in capital-intensive sectors, including electric vehicles. Tesla, being one of the most powerful manufacturers of EVs in the world, has a very competitive and quickly developing market, and financial performance assessment is one of the key factors to make adequate decisions (Tesla, 2026). The objective of the assessment is to examine Tesla's financial performance in the last five years, its major financial challenges, and to suggest strategic financial solutions. It analyses the efficiency of working capital, restructuring opportunities, and investment appraisal decisions. The assessment is organized in terms of financial analysis, working capital evaluation, strategic restructuring, and capital budgeting evaluation.
[bookmark: _yfw79fgpjw9k]2. Financial Health Check
[bookmark: _gewgrdwki8fg]2.1 Five-Year Financial Statements
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Figure 1: Table of Income Statement
(Source: MS-Excel)
Tesla grew its revenue by a substantial margin as the revenue of the company rose by a significant margin between 2020 and 2024, with its revenue increasing to 97,690m. There was a minor decrease in the revenue of the company to 96,773m in 2023. Gross profit was highest in 2022 at 20,853m and in 2024 at 17,450m, which means that there is margin pressure because of increasing costs and lower prices. Operating income also decreased from $13,656m in 2022 to $7,076m in 2024, reflecting higher operating expenses (Tesla, 2020; Tesla, 2022; Tesla, 2024). The net income decreased dramatically in 2024 compared to 2023 by $14,974m to $7,153m, indicating that despite an increase in revenues, the company faces profitability problems.
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Figure 2: Table of Balance Sheet
(Source: MS-Excel)
The total assets of Tesla have grown considerably, with 2020 being 52,148m and 2024 at 122,070m, due to the increase in property, plant, and equipment, which grew to 35,836m. This increased the current assets to $58,360m with an increase in short-term investments (20,424m). The total liabilities moderately increased to $48,390m, whereas the equity increased significantly to 72,913m, which suggests that the situation improved in terms of financial stability (Tesla, 2020; Tesla, 2022; Tesla, 2024). The retained earnings changed from -5,399m in 2020 to 35,209m in 2024, which indicates the accumulation of profits, but the decrease in the debt position indicates a decreased financial risk.
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Figure 3: Table of Cash Flow
(Source: MS-Excel)
Tesla's operating cash flow was also robust, growing from 5,943m in 2020 and 14,923m in 2024, which shows that Tesla has a solid core business performance, despite the deterioration of its net income to 7,153m in 2024. Outflows in investing activities are high, and they increase to -18,787m in 2024, predominantly through high investment purchases (-35,955m) and capital expenditure (-11,339m), as a sign of expansion strategy. In 2024, financing cash flow became positive at 3,853m and was facilitated by the issuance of debts (Tesla, 2020; Tesla, 2022; Tesla, 2024). Cash reduced by -152m, slightly indicating a high reinvestment and liquidity pressure despite high operation cash generation.
[bookmark: _wcga3pk8ysts]2.2 Performance of Ratios from 2020-2024 
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Figure 4: Summary Ratios Calculation
(Source: MS-Excel)
[bookmark: _i4lpzjtbkhxw]“Profitability Ratios”
Tesla became more profitable as ROCE increased to 2022, with ROCE rising from 3.04% (2020) to 24.66% (2022), before declining to 9.64% in 2024 due to margin pressure. The highest operating margin was 16.76% in 2022 but dropped to 7.24% in 2024 due to price decreases and increasing expenses. The net profit margin was lower than in 2022 (25.60%), dropping to 17.86% in 2024, and it shows the declining profitability despite the increase in revenue (Tesla, 2024). Gross profit margin also decreased 15.47% (2023) to 7.32% (2024), which indicates higher production expenses and competitive pricing policies affecting the general earnings performance.
[bookmark: _o9326e5lx0qw]“Liquidity Ratios”
The liquidity position of Tesla improved consistently, and the current ratio rose to 2.02 in 2024 (as compared to 1.38 in 2021), which means that Tesla is more likely to pay off in the short-term. Quick ratio also increased to 1.61 (2024) as compared to 1.05 (2022), indicating a better capacity to fulfil obligations without using inventory. Nevertheless, the cash ratio decreased, as compared to 1.36 in 2020 to 0.56 in 2024, which indicates less available cash in the short term since it was reinvested into its operations (Tesla, 2024). The company has sufficient liquidity with high current assets, although there is growing dependency on non-cash assets, which can lead to short-run liquidity issues.
[bookmark: _tko8vqmpqiai]“Efficiency Ratios”
Efficiency ratios in Tesla demonstrate both positive and negative performance in the period. The asset turnover reduced to 0.80 (2024) as compared to 0.99 (2022) signifying less effective use of the assets. The inventory turnover decreased by 12.15 (2020) to 6.26 (2024), indicating a slower sales rate or excessive inventory. Fixed asset turnover dropped from 3.46 (2022) to 2.73 (2024). The turnover is very low (0.04-0.05), which suggests slow collections or generous credit terms (Tesla, 2024). The efficiency has been undermined by a quick growth and increase in asset investments, which have decreased the productivity of operations despite increasing revenues.
[bookmark: _ww3gs3vccaj8]“Leverage (Gearing) Ratio”
Debt-to-equity fell from 1.28 (2020) to 0.66 (2024), and debt-to-capital from 0.56 to 0.40, reducing financial risk. The equity multiplier reduced to 1.67, which implies that the company relied less on debt. Nonetheless, the net debt increased between 9,034 to 32,251, and interest coverage declined between 71.83 (2022) to 25.69 (2024), indicating higher repayment costs (Tesla, 2024). Tesla has a more robust and stable capital structure.
[bookmark: _ngwumtfmb41g]“Investment Ratios”
Tesla has investment ratios that show that investment returns are dropping following the best in 2022. ROE declined from 1.82 (2022) to 1.34 (2024), and ROIC from 1.26 to 0.93, reflecting lower returns. EPS fell to 2.04 (2024) as compared to the previous 4.30 (2023), which decreased the shareholder profitability. Nonetheless, the P/E ratio shot up to 197.49 which signifies possible over valuation. The dividend payout was low (0.01-0.02) indicating low shareholder returns which means that Tesla is not distributing its shares to shareholders but is reinvesting instead (Tesla, 2024). The decrease in returns is mainly caused by margin pressures and growth of asset base, even though it has been growing and expanding.
[bookmark: _jtek5bz43zin]“Cash Flow Ratios”
The cash flow ratios of Tesla indicate a level but slightly decreasing performance. In comparison, the operating cash flow ratio increased to 0.52 in 2024 as compared to 0.42 in 2020, which represents a higher cash generation compared to the liabilities. Nevertheless, the cash flow to debt ratio decreased to 0.31 (2024) compared to 0.40 (2022), indicating more debt commitments. The cash flow margin dropped to 0.15 (2024) as compared to 0.21 (2021), and the free cash flow margin decreased to 0.04 compared to 0.09, which means there is less cash surplus because of high capital investments (Tesla, 2024). Good operations are accompanied by high reinvestment needs.
[bookmark: _kx0pq46ux61l]2.3 Trends, Strengths, and Threats
[bookmark: _en1lkferifwu]Trends
Tesla has a high growth potential over the long term as its earnings expanded to include 31,536m in 2020, and 97,690m in 2024, due to higher production and demand of electric cars worldwide. But the profitability trends show the peak in 2022 and the deterioration of profitability with the operating margin decreasing to 7.24% (2024) due to the pressure on prices and increasing costs. Assets are also growing with total assets of $122,070m in 2024 due to the high investment in property, plant, and equipment (Tesla, 2024). Moreover, the liquidity has also been enhanced, as the current ratio is now at 2.02, which means that the short-term financial position is more stable.
[bookmark: _ffb9izt5gpjf]Strengths
Tesla has a major strength of high revenue growth and cash flow generation in its operations since the operating cash flow is 14,923m in 2024, which reflects a good core business performance. The company has boosted its capital structure greatly as well, decreasing its debt-to-equity ratio by 1.28 (2020) to 0.66 (2024), which decreases financial risk and increases financial flexibility. The interest coverage of 25.69 is high, which is another indication that the firm can comfortably fulfill its financial obligations. Additionally, the growth in retained earnings, which is projected to be at 35,209m in 2024, indicates long-term profitability and the capability to invest in growth and innovation strategies (Tesla, 2024).
[bookmark: _fiqa23mcl3fq]Threats
Tesla has a few financial threats despite its good growth. The profitability margins are also reduced as the net profit margin has decreased to 17.86% (2024) compared to 25.60% (2022), which means that the company is under the pressure of the competitive pricing and increasing production costs. Productivity has been diminished, with the turnover going down to 0.85 implying underutilisation of growing assets. Also, high reinvestment requirements are shown by the high capital expenditure and investment outflows of -$18,787m in 2024, and this can cause liquidity strain (Tesla, 2024). Financial risks are also compounded by external factors like the competition is on the rise in the EV market and the cost volatility, which can affect future profitability.
[bookmark: _f0jz71p1rs3l]3. Working Capital Management Analysis
[bookmark: _33icevh00x7z]3.1 “Cash Operating Cycle”
The “Cash Operating Cycle (CCC)” is used in the measurement of the time that a firm takes in converting its investments in inventory and receivables into cash after considering the payables. It is also important because it is a measure of liquidity efficiency and working capital management efficiency, and shorter cycles are a sign of better cash flow performance (Karim et al., 2024). The CCC of Tesla reveals a substantial change of negative to positive over time, which means the decreasing working capital efficiency. It was negative in 2021 (-15.97 days) and 2020 (-0.74 days), which implies that Tesla received cash before settling its payables. Nevertheless, CCC rose to 14.80 days in 2024, as lower payable days (46.61) than 70.03 in 2020 augmented its supplier financing benefits. Inventory days improved from 57.53 (2022) to 44.90 (2024), reflecting better inventory management (Tesla, 2024). But receivable days went up to 16.51, with slower collections. Overall, the rising CCC suggests increased cash tied in operations, impacting short-term liquidity efficiency.
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Figure 5: Cash Operating Cycle Calculation
(Source: MS-Excel)
[bookmark: _jda5dgr7l045]3.2 Recommended Strategies for Improving Working Capital Management
[bookmark: _m97oqefmj4e0]Optimisation of Inventory Management
Tesla ought to increase the efficiency of its inventory by using advanced demand forecasts and just-in-time (JIT) systems. The inventory days have increased to 44.90 in 2024, although it is still higher than the ideal days witnessed in high-efficiency manufacturing conditions. Implementing AI in forecasting and supply chain integration will reduce the size of the surplus inventory and holding costs and increase access to demand variability (Pal, 2023). This would decrease the cash conversion cycle and release tied-up cash that can be reinvested.
[bookmark: _u5vbq0xtqu4n]Strengthening Receivables Management
The 2024 receivable days are 16.51, a slower turnover of the cash. Tesla needs to be more stringent in its credit control, provide incentives for early payment, and use automated billing and collection systems. The incoming cash can be secured by digital payment services and reducing the chance of default by monitoring these cash flows in real time (Oleti, 2025). Good receivables management enables increased liquidity and a greater cash turnover and helps in the flexibility of operations.
[bookmark: _bsmu3ej5xzi5]Strategic Payables Management
Payable days decreased to 46.61 in 2024, compared to 70.03 in 2020, which diminished Tesla's capacity to enjoy the supplier financing. The company should also renegotiate supplier terms with the aim of extending payment terms, but at the same time without frustrating suppliers. Tesla can leverage its good market position to use dynamic discounting or supplier financing to ensure that it balances liquidity and supplier trust (Purnawan, 2024). This would increase the cash operating cycle and the short-term financial stability.
[bookmark: _ehcsdvuei9yi]Balanced Financing Strategy
Tesla should be able to think of a medium-term solution to short and long-term financing to meet working capital needs. Despite the flexibility of short-term finance, long-term finance is stable about large-scale investments (Ding, 2025). As the capital expenditure increases, there will be a need to have an optimal financing structure that will be able to offer sufficient liquidity with minimum financial risk and cost of capital.
[bookmark: _wtxfzf3r0oz1]Integration of Technology in Working Capital Management
In order to enhance working capital visibility and decision-making, digital tools (AI, blockchain, and real-time analytics) can be embraced. These technologies are more coordinated in inventory, receivables, and payables, thereby increasing efficiency and reducing delays in operations (Umeorah et al., 2024). Technology helps working capital management to provide sustainable financial performance and a competitive advantage in an ever-changing market environment.
[bookmark: _at8zgc2ryv8y]3.2 Comparison of Short-Term vs Long-Term Financing Options
[bookmark: _b7rn5nw1qpcd]Short-Term Financing Options
Short-term sources of finance are sources of finance that are expected to be less than one year in nature, like the bank overdraft, trade credit and short-term loans. These are very flexible and could be used in working capital requirements such as purchases of inventory and day-to-day operations (Koralun-Berezykina, 2025). In the case of Tesla, liquidity in high-production and inventory-building times can be met with the aid of short-term financing. Moreover, trade credit enables the company to make late payments and enhance cash flow efficiency. But short-term financing is associated with refinancing risk and interest rate volatility, which can enhance financial uncertainty.
[bookmark: _m0yskprp3lcu]Long-Term Financing Options
Long-term financing entails sources that have maturity over one year, such as equity issues, long-term debt and bonds. Traditionally, Tesla has been using equity and long-term capital to finance growth in property, plant and equipment. These are the most stable financing options, which are applicable in large-scale investments like the expansion of factories and technological development. Long-term financing minimizes the liquidity pressure by breaking the repayments into a long period (Krinichansky, 2025). Nevertheless, it can be accompanied by increased expenses, watering down of the ownership (equity), and long-term financial obligations.
[bookmark: _gupy6mv9ofsz]Key Differences and Financial Implications
The main distinction is that of flexibility and stability. Short-term funding is cheaper and more flexible yet puts Tesla at risk of liquidity and refinancing (Koralun-Berezina, 2025). Conversely, long-term financing guarantees financial sustainability and facilitates strategic investments but can make capital more expensive and less financially flexible. The decreasing debt-to-equity ratio value (0.66 in 2024) indicates that Tesla increasingly uses equity and minimizes financial risk but can still access long-term capital.
[bookmark: _nn1s7v1sbf11]Recommended Approach for Tesla
The balanced financing approach is also advised, which will consist of short-term financing to enable the company to operate and long-term financing to fund projects that consume capital. This is the strategy that Tesla should adopt in its growth strategy as it will enable it to manage its working capital efficiently and at the same time remain financially stable and limit its risk exposure (Tesla, 2026).
[bookmark: _vt4p00q4f602]4. Strategic Financial Restructuring Plan 
[bookmark: _ws3df8wsh4un]4.1 Recommend Financial Restructuring Options
[bookmark: _wuwh6g114t6r]Divestiture
Divestiture is the selling or disposal of non-core or underperforming assets to enhance the financial efficiency and concentrate on core operations. In the case of Tesla, selling some less profitable business units, like some energy or services, could free up capital invest in low-paying assets (Purnawan, 2024). This would increase the rate of return on invested capital (ROIC), which dropped to 0.93 in 2024, and the general profitability. Besides, divestiture may enhance liquidity since it produces instant cash flows and simplifies operations (Tesla, 2023). Tesla will be able to maximise resource allocation and increase shareholder value by prioritising high-growth automotive and battery demand.
[bookmark: _nllbeibts4w6]Merger
A merger refers to the act of integrating with another firm to attain strategic synergies, cost efficiency, and market expansion. Tesla may want to merge with battery technology, AI, or autonomous driving firms to enhance its technological strength. This would facilitate innovation as well as lower research and development expenses by sharing the resources. A merger would help Tesla to be efficient and enhance the pace of technology development since it has a high R&D spending of 4,540m in 2024. Nonetheless, mergers have integration risks, cultural differences, and regulatory challenges (Chen, 2025). This strategy has the potential to strengthen competitive advantage and long-term growth if it is managed properly.
[bookmark: _lsyugf13eiwi]Equity Injection
Equity injection- is the raising of capital by the issue of new shares, thus expanding the financial flexibility, but not with the addition of debt. Tesla has already been characterized by robust equity growth, and the shareholders' equity is already as strong as 72,913m in 2024. Further finance through equity can be used to finance large investments, like the expansion of factories and new technologies, without raising the risk of financial consequences. This comes in handy, especially in the face of diminishing profitability margins and great capital expenditure demands. Nevertheless, equity injection can dilute the existing shareholders' ownership and earnings per share (Liu et al., 2025). Nonetheless, it is still a feasible plan of financing expansion and still having a healthy balance sheet.
[bookmark: _msprocasrrcd]4.2 Evaluate Impact on Shareholder Value
Financial restructuring measures can have a very dramatic impact on the value of the shareholders through the enhancement of profitability, efficiency, and growth potential. Divestiture can add value, such as by disposing of underperforming assets and reinvesting to maximize the value of invested capital (Trivedi et al., 2024). Mergers can generate synergies, expand into more markets, and become more innovative, which enhances the long-term shareholder returns (Rahim, 2025). The injection of equity enhances financial base, enabling expansion without raising financial risk, albeit at the cost of dilution of earnings per share. All these strategies are basically to maximise the firm value through balancing the risk and the return, which is in line with the objectives of shareholder wealth maximisation.
[bookmark: _5196uf45bqh]4.3 Evaluate Impact on Debt Structure
Restructuring of finances, in direct proportion to Tesla, will have a direct impact on its debt structure through changing the debt-to-equity ratio. The divestiture process can lessen the debt levels as it produces cash to settle debts, enhancing the solvency ratios (Nabieu et al., 2025). Mergers can result in either augmented or optimised debt based on how the deal is financed (Rahim, 2025). Equity injection decreases the dependence on debt, which can be observed in the decreasing debt-to-equity ratio of 0.66 in 2024, which increases financial stability in Tesla. Nevertheless, over dependency on equity can raise the cost of capital. In general, the goal of restructuring is to attain an optimal capital structure that minimizes the financial risk and facilitates growth.
[bookmark: _vqan6i4m6xq2]4.4 Evaluate Impact on Operational Flexibility
Operational flexibility is defined as the capability of a firm to respond to the fluctuating market conditions and investment opportunities. Divestiture also increases flexibility as it minimizes the complexity of activities and enables the management to concentrate on core activities. Mergers can enhance flexibility by availing new technologies, resources, and markets but integration issues can temporarily limit operations (Ju and Gao, 2022). Equity injection enhances financial flexibility by offering funds devoid of an obligation to repay them at specified rates, thereby facilitating strategic investments and innovation (Liu et al., 2025). All these restructuring plans enhance the capability of Tesla to react to market dynamics, remain competitive, and underpin long-term strategic aims.
[bookmark: _t4xyi8m414n7]4.5 Included international and ethical considerations
[bookmark: _j79o7gyaodn]Taxation
Taxation is also a vital factor in the decision-making process of Tesla with regard to financial restructuring, especially since it is a global company. The profitability, cash flow, and investment decisions are influenced by different tax regimes in different countries. After-tax returns can be improved through effective tax planning, such as the application of tax incentives to electric vehicles and renewable energy. Tesla should also make sure that it complies with global tax laws, including transfer pricing and anti-tax avoidance provisions (Badolato, 2022). The ethical aspects demand openness and avoiding aggressive tax practices that can harm the corporate image. Effective tax management can help to maintain a sound financial performance, a high level of regulatory compliance, and public trust.
[bookmark: _rgtdp77vxvr5]Currency Risk
Tesla is exposed to a serious currency risk as the company manufactures and sells its products in several locations. When the transactions are made in other currencies, changes in exchange rates may affect revenues, costs, and profitability. As an illustration, a robust US dollar can cause a decrease in the value of foreign earnings in conversion (Osho and Fagbamila, 2022). Forward contracts and currency diversification are some of the hedging strategies that Tesla can use to address this risk. Good currency risk management will provide financial stability and safeguard profit margins. Moreover, clear risk management practice is ethical, and it increases the confidence of the investors in global financial activities.
[bookmark: _up445j87rmwl]Inflation
The issue of inflation impacts the cost setup of Tesla, especially the costs of raw materials like lithium, steel, and energy, which are required to manufacture electric vehicles. High inflation increases the cost of production and hence decreases the profit margin as indicated by the decreasing operating margins after 2022. Cost control, pricing, and supply chain optimisation are some of the strategies that Tesla should implement to reduce the inflationary pressures. Moreover, inflation affects interest rates, which affect the cost of borrowing and investment (Nabieu et al., 2025). Effective management of inflation is crucial in ensuring profitability and competitiveness, as well as financial sustainability in the long term in a volatile economic environment.
[bookmark: _ekucl0hah5yw]Corporate Social Responsibility (CSR)
CSR is an inherent part of Tesla's activities, as it pays attention to environmental innovativeness and sustainability. The ethical factors demand that Tesla needs to be responsible in the sourcing of materials, especially those used in batteries, and to reduce environmental and social effects. Good CSR activities promote brand image, consumer loyalty, and value generation in the long-term (Liu and Zhou, 2025). Nonetheless, Tesla needs to respond to the issues regarding labour practices, supply chain transparency, and environmental impact. The incorporation of CSR into financial decision-making will guarantee that it complies with regulatory needs as well as the expectations of the stakeholders. This practice is conducive to sustainable development and ethical conduct of business at the global level.
[bookmark: _16f4qih4rrc]5. Investment Appraisal and Capital Budgeting 
[bookmark: _409i80nb68dp]5.1 Overview of PBP, ARR, NPV, PI, and IRR
[bookmark: _oyr1drngl8di]“Payback Period (PBP)”
PBP quantifies how long it takes an investment to cover the initial investment in terms of cash inflows. It is significant as it assesses liquidity risk and capital recovery speed (Sinaga et al., 2023). A shorter payback period is desirable, especially in risky environments, but it disregards the time value of money.
[bookmark: _hvop1v1w3ef4]“Accounting Rate of Return (ARR)” 
ARR is used to assess the profitability of an investment based on the average accounting profit and the initial investment. It is important because it gives a straightforward measurement of the performance in terms of financial statements (Goel, 2026). ARR disregards cash flows and the time value of money, which restricts its accuracy in decision-making.
[bookmark: _5hakod947662]“Net Present Value (NPV)” 
NPV compares the present value of the cash receivables with outflows and is discounted. It is notable in that it considers the time value of money and quantifies directly value creation (Sinaga et al., 2023). When the NPV is positive, it means that the project increases shareholder wealth.
[bookmark: _1uuvzfig4olu]“Profitability Index (PI)” 
PI is the ratio of the value of future cash inflows at present to the initial investment. It is important in the rationing of capital, as it assists in ranking the projects in terms of value generated in relation to the amount of capital invested (Alamsah et al., 2025). PI above 1 means that the project is financially feasible.
[bookmark: _9emwqxb7ayip]“Internal Rate of Return (IRR)” 
IRR is the discount rate such that the net present value of a project is zero. It is important because it offers a percentage measure of returns, it is easy to compare projects (Sinaga et al., 2023). A project will be acceptable when the IRR is higher than the necessary rate of return.
[bookmark: _6ucxibppa1v3]5.2 Investment Projects 
The investment projects are of three types (A, B, and C), and each has an initial investment of £50 million with different cash inflow patterns in five years. Project A represents modest and changing returns, Project B offers consistent cash flows, and Project C offers high but inconsistent returns. Financial appraisal techniques are used to evaluate these projects.  
[bookmark: _bi7kzujxkej9]5.3 Project A Analysis
[image: ]
Figure 6: Investment Appraisal of Project A
(Source: Ms-Excel)
Project A has a negative NPV of -£8.68m, which represents value destruction. PI is 1.17, but it does not align with the results of NPV, indicating inconsistency. IRR is low at 2.72%, below the 10% required rate, and ARR is only 1.60%. The payback period is not recouped, showing bad liquidity and low viability of investments.
[bookmark: _ajcwoeiv5clp]5.4 Project B Analysis
[image: ]
Figure 7: Investment Appraisal of Project B
(Source: Ms-Excel)
Project B is also not financially viable, with a negative NPV of - £8.30m. Even with a PI of 1.17, IRR is at 3.26%, which is much less than the 10% discount rate. ARR is at 2.00%, and the payback period is not recovered, which implies that profitability is low and the risk of investment is high.
[bookmark: _iiylhwxivjl5]5.5 Project C Analysis
[image: ]
Figure 8: Investment Appraisal of Project C
(Source: Ms-Excel)
Project C is relatively better as it has the lowest negative NPV of -£1.98m and thus it does not lose value to a large extent. It is more profitable with the highest IRR of 8.59% and ARR of 6.00%. Nonetheless, IRR is lower than the 10 percent threshold, and the payback period is not recouped, which makes it less appealing.
[bookmark: _iemncokkqst]5.6 Project Recommendation and Justification
[bookmark: _sx8pv770ihiq]Recommended Project: Project C
Project C is suggested as the best choice based on the results of the investment appraisal. Despite the negative NPVs at a 10% discount rate in all the projects, Project C has the least negative NPV (-1.98m) than Project A (-8.68m) and Project B (-8.30m), which implies there is only a small loss in value. Furthermore, Project C is the most profitable (IRR of 8.59 and ARR of 6.00) with a relatively better profitability capacity. Although its IRR remains lower than the necessary rate, it is closer to the benchmark, which makes it relatively more viable. Project C will also have a greater adaptability to the unpredictable market condition where the company will be able to adjust to the market change in demand, cost, and regulations. Its comparatively less downside risk is a wise step in a time of waning margins and cash flow strains (Purnawan, 2024). Project C allows a sustainable development without violating the financial stability, and it is a good investment project.
[bookmark: _pm7nqawc7c2v]Justification Based on Financial Performance
The financial performance of Tesla shows that its profitability is decreasing, with an operating margin of 7.24% in 2024 and an ROCE of 9.64. Under these circumstances, it is crucial to choose a project with less financial risk. The higher returns of project C are more in line with the requirements of Tesla to enhance profitability. Moreover, the liquidity situation of Tesla is not threatening, and its current ratio is 2.02, which means that it can take moderate-risk investments. Nevertheless, capital spending is high, and the free cash flow margins are decreasing (0.04 in 2024), which presupposes careful investment decisions, and Project C is the most balanced one.
[bookmark: _t3vcjh5pqcsk]Consideration of Non-Financial Risks
The choice of Project C is also supported by non-financial risks, such as the risk of politics and regulation within the EV industry, such as subsidies and environmental regulations, which can influence long-term returns to projects. The flexible and higher returns structure of project C is more resilient to such uncertainties. Moreover, Tesla depends heavily on customer loyalty and brand strength; initiatives that aid innovation and product differentiation are more prone to maintaining competitive advantage (Tesla, 2024). The increased potential returns of project C will be able to fund innovation-based growth, which is in line with the strategic goals of Tesla (Purnawan, 2024).
[bookmark: _rickr4m7itfk]Conclusion of Recommendation
The recommendation is that the most appropriate investment option in the given circumstances is Project C. It has the most optimal risk to reward ratio, the lowest negative NPV (-1.98m) and the higher IRR (8.59%) and ARR (6.00). The downward trend in the profitability of Tesla such as the 7.24% operating margin and 9.64% ROCE in 2024 requires a careful investment. Project C fits the requirement as it does not reduce value and has the potential of returns. Also, there is moderate-risk investment, which is supported by stable liquidity (current ratio 2.02), although the flows of cash are weakened. It is also flexible to manage uncertainties in the industry, which aligns with the long-term strategic and financial goals of Tesla.
[bookmark: _qzul9wiz0apr]5.7 Capital Rationing Decision
[bookmark: _grb5ugdoc9pt]Capital Constraint and Feasible Combinations
Tesla is allowed to invest in at most two projects since they both have a capital rationing limit of £100 million. The combinations that are feasible include Project A + B, Project A + C, and Project B + C. The aim is to reduce the loss of values whilst maximising the effective combination of investments since all projects have negative NPVs at an individual level.
[bookmark: _6f0zc5s8r942]Evaluation of Project Combinations
The summation of the NPV of Projects A and B is -16.98m, which is the greatest value loss and hence the worst choice. Project A and C have a value loss of moderate loss as the NPV of the combination of Project A and C is -10.66m. Project B and C, on the other hand, have a total NPV of -10.28m, the lowest negative NPV of all combinations. Besides, Project C has the largest IRR (8.59%) and ARR (6.00%), and Project B offers more stable cash flows; therefore, a combination of both risks and returns is more balanced.
[bookmark: _hel1haxfla3j]Justification Based on the Capital Rationing Principle
Capital rationing involves making choices of projects that will give maximum returns using the limited resources. The combination of Project B and C reduces the value destruction and offers a relatively higher potential of returns, even though neither of the projects has a positive NPV. The profitability index (PI) of the two projects (1.17 and 1.04) shows that efficiency in capital use is acceptable, and hence they should be chosen in the limited investment environment (Hofstrand, 2022).
[bookmark: _3aeat49hha8h]Strategic Alignment with Tesla
Tesla is losing its profitability and spending too much on capital; it is important to choose the projects that will not reduce its value and provide comparatively higher returns. The B and C mix is a balance between stability and growth perspectives. It conforms to Tesla's financial strategy and risk management goals. Thus, in capital rationing, the best investment choice is to choose Project B and Project C, which are the most efficient in the limited amount of capital, and reduce the financial risk and loss of value (Hofstrand, 2023).
[bookmark: _wehytcr7ddyl]6. Conclusion 
[bookmark: _jlbiao1ajuby]Tesla's financial analysis shows high revenue growth and an increasing asset base in the five-year horizon, backed by large investments in production capacity and innovations. Nonetheless, profitability has been decreasing since 2022, as the profit margins and returns have weakened because of rising costs, price wars of competition, and higher operational costs. Despite that, Tesla has a high liquidity status and better capital structure, reflected in less debt and high interest coverage, which boosts financial stability and flexibility. The analysis of working capital shows that the negative cash operating cycle is replaced by a positive one, which means that the efficiency of using short-term resources decreases. There is a need to make strategic improvements in the management of inventory, receivables, and payables to maximise cash flow. 
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[bookmark: _icb0crmmpnxb][bookmark: _x05kawinunjd]Appendix 1: Ratio Tables 
	"Profitability Ratio"

	
	

	
	

	"ROCE"
	

	"Financial aspects"
	"Formula"
	2024
	2023
	2022
	2021
	2020
	

	"EBIT"
	"EBIT / (Total Assets − Current Liabilities)*100"
	 $       8,990.00 
	 $     9,973.00 
	 $   13,719.00 
	 $       6,343.00 
	 $     1,154.00 
	

	(/):"Total Assets"
	
	 $  1,22,070.00 
	 $1,06,618.00 
	 $   82,338.00 
	 $     62,131.00 
	 $   52,148.00 
	

	"(-): Current Liabilities"
	
	 $     28,821.00 
	 $   28,748.00 
	 $   26,709.00 
	 $     19,705.00 
	 $   14,248.00 
	

	"ROCE"
	
	9.64%
	12.81%
	24.66%
	14.95%
	3.04%
	

	 
	

	"Operating Margin"
	

	"Financial aspects"
	"Formula"
	2024
	2023
	2022
	2021
	2020
	

	"Operating Income"
	"(Operating Income (or EBIT) / Sales)*100"
	 $       7,076.00 
	 $     8,891.00 
	 $   13,656.00 
	 $       6,523.00 
	 $     1,994.00 
	

	"(/): Sales"
	
	 $     97,690.00 
	 $   96,773.00 
	 $   81,462.00 
	 $     53,823.00 
	 $   31,536.00 
	

	"Operating Margin"
	
	7.24%
	9.19%
	16.76%
	12.12%
	6.32%
	

	"Net Profit Margin"
	

	"Financial aspects"
	"Formula"
	2024
	2023
	2022
	2021
	2020
	

	"Net Income"
	"(Net Income / Sales)*100"
	 $       7,153.00 
	 $   14,974.00 
	 $   12,587.00 
	 $       5,644.00 
	 $        862.00 
	

	"(/): Sales"
	
	 $     97,690.00 
	 $   96,773.00 
	 $   81,462.00 
	 $     53,823.00 
	 $   31,536.00 
	

	"Net Profit Margin"
	
	7.32%
	15.47%
	15.45%
	10.49%
	2.73%
	

	 
	

	"Gross Profit Margin"
	

	"Financial aspects"
	"Formula"
	2024
	2023
	2022
	2021
	2020
	

	"Gross Profit"
	"(Gross Profit / Sales)*100"
	 $     17,450.00 
	 $   17,660.00 
	 $   20,853.00 
	 $     13,606.00 
	 $     6,630.00 
	

	"(/): Sales"
	
	 $     97,690.00 
	 $   96,773.00 
	 $   81,462.00 
	 $     53,823.00 
	 $   31,536.00 
	

	"Gross Profit Margin"
	
	17.86%
	18.25%
	25.60%
	25.28%
	21.02%
	

	"Liquidity ratio"
	

	
	

	"Current ratio"
	

	"Financial aspects"
	"Formula"
	2024
	2023
	2022
	2021
	2020
	

	"Current assets"
	"Current assets/Current liabilities"
	 $     58,360.00 
	 $   49,616.00 
	 $   40,917.00 
	 $     27,100.00 
	 $   26,717.00 
	

	"(/): Current Liabilities"
	
	 $     28,821.00 
	 $   28,748.00 
	 $   26,709.00 
	 $     19,705.00 
	 $   14,248.00 
	

	"Current ratio"
	
	2.02
	1.73
	1.53
	1.38
	1.88
	

	 
	

	"Quick Ratio "
	

	"Financial aspects"
	"Formula"
	2024
	2023
	2022
	2021
	2020
	

	"Current assets"
	"(Current assets-Inventories)/Current liabilities"
	 $     58,360.00 
	 $   49,616.00 
	 $   40,917.00 
	 $     27,100.00 
	 $   26,717.00 
	

	"(-): Inventories"
	
	 $     12,017.00 
	 $   13,626.00 
	 $   12,839.00 
	 $       5,757.00 
	 $     4,101.00 
	

	"Difference"
	
	 $     46,343.00 
	 $   35,990.00 
	 $   28,078.00 
	 $     21,343.00 
	 $   22,616.00 
	

	"(/): Current Liabilities"
	
	 $     28,821.00 
	 $   28,748.00 
	 $   26,709.00 
	 $     19,705.00 
	 $   14,248.00 
	

	"Quick Ratio "
	
	1.61
	1.25
	1.05
	1.08
	1.59
	

	 
	 
	 
	 
	 
	 
	 
	

	"Cash Ratio"
	

	"Financial aspects"
	"Formula"
	2024
	2023
	2022
	2021
	2020
	

	"Cash"
	"Cash / Current Liabilities"
	 $     16,139.00 
	 $   16,398.00 
	 $   16,253.00 
	 $     17,576.00 
	 $   19,384.00 
	

	"(/): Current Liabilities"
	
	 $     28,821.00 
	 $   28,748.00 
	 $   26,709.00 
	 $     19,705.00 
	 $   14,248.00 
	

	"Cash Ratio"
	
	0.56
	0.57
	0.61
	0.89
	1.36
	

	"Efficiency ratio"
	

	
	

	"Accounts Receivable Turnover"
	

	"Financial aspects"
	"Formula"
	2024
	2023
	2022
	2021
	2020
	

	"Accounts Receivable"
	"(Accounts Receivable / Average of Daily Sales)"
	 $       4,418.00 
	 $     3,508.00 
	 $     2,952.00 
	 $       1,913.00 
	 $     1,886.00 
	

	"(/): Average of Daily Sales"
	
	 $     97,231.50 
	 $   89,117.50 
	 $   67,642.50 
	 $     42,679.50 
	 $   15,768.00 
	

	"Accounts Receivable Turnover"
	
	0.05
	0.04
	0.04
	0.04
	0.12
	

	 
	 
	 
	 
	 
	 
	 
	

	"Inventory Turnover"
	

	"Financial aspects"
	"Formula"
	2024
	2023
	2022
	2021
	2020
	

	"COGS"
	"(COGS / Average Inventory)"
	 $     80,240.00 
	 $   79,113.00 
	 $   60,609.00 
	 $     40,217.00 
	 $   24,906.00 
	

	"(/): Average Inventory"
	
	 $     12,821.50 
	 $   13,232.50 
	 $     9,298.00 
	 $       4,929.00 
	 $     2,050.50 
	

	"Inventory Turnover"
	
	6.26
	5.98
	6.52
	8.16
	12.15
	

	 
	 
	 
	 
	 
	 
	 
	

	"Asset Turnover"
	

	"Financial aspects"
	"Formula"
	2024
	2023
	2022
	2021
	2020
	

	"Sales"
	"(Sales / Total Assets)"
	 $     97,690.00 
	 $   96,773.00 
	 $   81,462.00 
	 $     53,823.00 
	 $   31,536.00 
	

	"(/): Total Assets"
	
	 $  1,22,070.00 
	 $1,06,618.00 
	 $   82,338.00 
	 $     62,131.00 
	 $   52,148.00 
	

	"Asset Turnover"
	
	0.80
	0.91
	0.99
	0.87
	0.60
	

	 
	 
	 
	 
	 
	 
	 
	

	"Fixed Asset Turnover"
	

	"Financial aspects"
	"Formula"
	2024
	2023
	2022
	2021
	2020
	

	"Sales"
	"(Sales / Fixed Assets)"
	 $     97,690.00 
	 $   96,773.00 
	 $   81,462.00 
	 $     53,823.00 
	 $   31,536.00 
	

	"(/): Fixed Assets"
	
	 $     35,836.00 
	 $   29,725.00 
	 $   23,548.00 
	 $     18,884.00 
	 $   12,747.00 
	

	"Fixed Asset Turnover"
	
	2.73
	3.26
	3.46
	2.85
	2.47
	

	"Leverage (Gearing) Ratio"
	

	
	

	"Debt to Equity Ratio"
	

	"Financial aspects"
	"Formula"
	2024
	2023
	2022
	2021
	2020
	

	"Total Debt"
	"(Total debt/Total equity)"
	 $     48,390.00 
	 $   43,009.00 
	 $   36,440.00 
	 $     30,548.00 
	 $   28,418.00 
	

	"(/): Total Equity"
	
	 $     72,913.00 
	 $   62,634.00 
	 $   44,704.00 
	 $     30,189.00 
	 $   22,225.00 
	

	"Debt to Equity Ratio"
	
	0.66
	0.69
	0.82
	1.01
	1.28
	

	 
	

	"Interest Coverage Ratios"
	

	"Financial aspects"
	"Formula"
	2024
	2023
	2022
	2021
	2020
	

	"EBIT"
	"(EBIT/ Interest Expenses)"
	 $       8,990.00 
	 $     9,973.00 
	 $   13,719.00 
	 $       6,343.00 
	 $     1,154.00 
	

	"(/): Interest Expense"
	
	 $          350.00 
	 $        156.00 
	 $        191.00 
	 $          371.00 
	 $        748.00 
	

	"Interest Coverage Ratios"
	
	25.69
	63.93
	71.83
	17.10
	1.54
	

	 
	 
	 
	 
	 
	 
	 
	

	"Debt-to-Capital Ratio "
	

	"Financial aspects"
	"Formula"
	2024
	2023
	2022
	2021
	2020
	

	"Total Debt"
	"Total Debt / (Total Equity + Total Debt)"
	 $     48,390.00 
	 $   43,009.00 
	 $   36,440.00 
	 $     30,548.00 
	 $   28,418.00 
	

	"(/): Total Equity"
	
	 $     72,913.00 
	 $   62,634.00 
	 $   44,704.00 
	 $     30,189.00 
	 $   22,225.00 
	

	"Debt-to-Capital Ratio "
	
	0.40
	0.41
	0.45
	0.50
	0.56
	

	 
	

	"Equity Multiplier"
	

	"Financial aspects"
	"Formula"
	2024
	2023
	2022
	2021
	2020
	

	"Total Assets"
	"(Total Assets/Book Value of Equity)"
	 $  1,22,070.00 
	 $1,06,618.00 
	 $   82,338.00 
	 $     62,131.00 
	 $   52,148.00 
	

	"(/): Book Value of Equity"
	
	 $     72,913.00 
	 $   62,634.00 
	 $   44,704.00 
	 $     30,189.00 
	 $   22,225.00 
	

	"Equity Multiplier"
	
	1.67
	1.70
	1.84
	2.06
	2.35
	

	 
	 
	 
	 
	 
	 
	 
	

	"Net Debt "
	

	"Financial aspects"
	"Formula"
	2024
	2023
	2022
	2021
	2020
	

	"Total Debt"
	"Total Debt – Cash"
	 $     48,390.00 
	 $   43,009.00 
	 $   36,440.00 
	 $     30,548.00 
	 $   28,418.00 
	

	"(-): Cash"
	
	 $     16,139.00 
	 $   16,398.00 
	 $   16,253.00 
	 $     17,576.00 
	 $   19,384.00 
	

	"Net Debt "
	
	32251.00
	26611.00
	20187.00
	12972.00
	9034.00
	

	 
	

	"Debt-to-Enterprise Value Ratio"
	

	"Financial aspects"
	"Formula"
	2024
	2023
	2022
	2021
	2020
	

	"Total Debt"
	"Total Debt/(Market Cap +Net Debt)"
	 $     48,390.00 
	 $   43,009.00 
	 $   36,440.00 
	 $     30,548.00 
	 $   28,418.00 
	

	"(/): Market Capitalization (Cap)"
	
	 $13,00,000.00 
	 $7,89,900.00 
	 $3,88,980.00 
	 $10,90,000.00 
	 $6,68,900.00 
	

	"(+): Net Debt"
	
	 $     32,251.00 
	 $   26,611.00 
	 $   20,187.00 
	 $     12,972.00 
	 $     9,034.00 
	

	"Debt-to-Enterprise Value Ratio"
	
	0.04
	0.05
	0.09
	0.03
	0.04
	

	"Investment Ratio"
	

	
	

	"Dividend Payout Ratio "
	

	"Financial aspects"
	"Formula"
	2024
	2023
	2022
	2021
	2020
	

	"Dividend"
	"Dividends Paid / Net Income"
	 $          114.29 
	 $        121.62 
	 $        114.51 
	 $          128.02 
	 $          72.05 
	

	"(/): "Net Income"
	
	 $       7,153.00 
	 $   14,974.00 
	 $   12,587.00 
	 $       5,644.00 
	 $        862.00 
	

	"Dividend Payout Ratio "
	
	0.02
	0.01
	0.01
	0.02
	0.08
	

	 
	

	"Return on Equity (ROE)"
	

	"Financial aspects"
	"Formula"
	2024
	2023
	2022
	2021
	2020
	

	"Net Income "
	"Net Income / Book Value of Equity (Total Equity)"
	 $     97,690.00 
	 $   96,773.00 
	 $   81,462.00 
	 $     53,823.00 
	 $   31,536.00 
	

	"(/): Book Value of Equity"
	
	 $     72,913.00 
	 $   62,634.00 
	 $   44,704.00 
	 $     30,189.00 
	 $   22,225.00 
	

	"Return on Equity (ROE)"
	
	1.34
	1.55
	1.82
	1.78
	1.42
	

	 
	 
	 
	 
	 
	 
	 
	

	"Return on Assets (ROA)"
	

	"Financial aspects"
	"Formula"
	2024
	2023
	2022
	2021
	2020
	

	"Net Income "
	"Net Income / Total Assets"
	 $     97,690.00 
	 $   96,773.00 
	 $   81,462.00 
	 $     53,823.00 
	 $   31,536.00 
	

	"(/): "Total Assets"
	
	 $  1,22,070.00 
	 $1,06,618.00 
	 $   82,338.00 
	 $     62,131.00 
	 $   52,148.00 
	

	"Return on Assets (ROA)"
	
	0.80
	0.91
	0.99
	0.87
	0.60
	

	 
	

	"Return on Invested Capital (ROIC)"
	

	"Financial aspects"
	"Formula"
	2024
	2023
	2022
	2021
	2020
	

	"Net Income "
	"After-tax Profit or (EBIT−Taxation) / (Total Equity + Net Debt)"
	 $     97,690.00 
	 $   96,773.00 
	 $   81,462.00 
	 $     53,823.00 
	 $   31,536.00 
	

	(/):"Total Equity"
	
	 $     72,913.00 
	 $   62,634.00 
	 $   44,704.00 
	 $     30,189.00 
	 $   22,225.00 
	

	"(+): "Net Debt (Total Debt – Cash)"
	
	 $     32,251.00 
	 $   26,611.00 
	 $   20,187.00 
	 $     12,972.00 
	 $     9,034.00 
	

	"Return on Invested Capital (ROIC)"
	
	0.93
	1.08
	1.26
	1.25
	1.01
	

	 
	 
	 
	 
	 
	 
	 
	

	"Earnings Per Share (EPS)"
	

	"Financial aspects"
	"Formula"
	2024
	2023
	2022
	2021
	2020
	

	"Net Income "
	"Net Income / Shares Outstanding"
	 $       7,153.00 
	 $   14,974.00 
	 $   12,587.00 
	 $       5,644.00 
	 $        862.00 
	

	"(/): Shares Outstanding"
	
	3498.00
	3485.00
	3475.00
	3386.00
	3249.00
	

	"Earnings Per Share (EPS)"
	
	2.04
	4.30
	3.62
	1.67
	0.27
	

	 
	 
	 
	 
	 
	 
	 
	

	"Price Earnings Ratio (P/E Ratio)"
	

	"Financial aspects"
	"Formula"
	2024
	2023
	2022
	2021
	2020
	

	"Price per Share"
	"Price per Share / EPS"
	 $          403.84 
	 $        248.48 
	 $        123.18 
	 $          352.26 
	 $        235.22 
	

	"(/): "EPS"
	
	2.04
	4.30
	3.62
	1.67
	0.27
	

	"Price Earnings Ratio (P/E Ratio)"
	
	197.49
	57.83
	34.01
	211.33
	886.58
	

	"Cash Flow Ratios"
	

	
	

	"Operating Cash Flow Ratio"
	

	"Financial aspects"
	"Formula"
	2024
	2023
	2022
	2021
	2020
	

	"Operating Cash Flow"
	"(Operating Cash Flow/Current Liabilities)"
	 $     14,923.00 
	 $   13,256.00 
	 $   14,724.00 
	 $     11,497.00 
	 $     5,943.00 
	

	"(/): Current Liabilities"
	
	 $     28,821.00 
	 $   28,748.00 
	 $   26,709.00 
	 $     19,705.00 
	 $   14,248.00 
	

	"Operating Cash Flow Ratio"
	
	0.52
	0.46
	0.55
	0.58
	0.42
	

	 
	

	"Cash Flow to Debt Ratio"
	

	"Financial aspects"
	"Formula"
	2024
	2023
	2022
	2021
	2020
	

	"Operating Cash Flow"
	"(Operating Cash Flow/Total Debt)"
	 $     14,923.00 
	 $   13,256.00 
	 $   14,724.00 
	 $     11,497.00 
	 $     5,943.00 
	

	"(/): Total Debt"
	
	 $     48,390.00 
	 $   43,009.00 
	 $   36,440.00 
	 $     30,548.00 
	 $   28,418.00 
	

	"Cash Flow to Debt Ratio"
	
	0.31
	0.31
	0.40
	0.38
	0.21
	

	 
	 
	 
	 
	 
	 
	 
	

	"Cash Flow Margin"
	

	"Financial aspects"
	"Formula"
	2024
	2023
	2022
	2021
	2020
	

	"Operating Cash Flow"
	"(Operating Cash Flow/Sales)"
	 $     14,923.00 
	 $   13,256.00 
	 $   14,724.00 
	 $     11,497.00 
	 $     5,943.00 
	

	"(/): Sales"
	
	 $     97,690.00 
	 $   96,773.00 
	 $   81,462.00 
	 $     53,823.00 
	 $   31,536.00 
	

	"Cash Flow Margin"
	
	0.15
	0.14
	0.18
	0.21
	0.19
	

	 
	

	"Free Cash Flow Margin"
	

	"Financial aspects"
	"Formula"
	2024
	2023
	2022
	2021
	2020
	

	"Operating Cash Flow"
	"(Operating Cash Flow-Capital Expenditure)/Sales"
	 $     14,923.00 
	 $   13,256.00 
	 $   14,724.00 
	 $     11,497.00 
	 $     5,943.00 
	

	"(-): Capital Expenditure"
	
	 $     11,342.00 
	 $     8,899.00 
	 $     7,163.00 
	 $       6,514.00 
	 $     3,157.00 
	

	"(/): Sales"
	
	 $     97,690.00 
	 $   96,773.00 
	 $   81,462.00 
	 $     53,823.00 
	 $   31,536.00 
	

	"Free Cash Flow Margin"
	
	0.04
	0.05
	0.09
	0.09
	0.09
	


(Source: MS-Excel)
[bookmark: _l8mbk8v6h79q]Appendix 3: Ratio Graphs
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(Source: MS-Excel)
[bookmark: _g96qei810c5e]Appendix 4: “Cash Operating Cycle” Table
	"Cash Operating Cycle (CCC)"

	"Financial aspects"
	"Formula"
	2024
	2023
	2022
	2021
	2020

	1. Inventory Days (Inventory Holding Period)
	(Inventory/Sales)*365
	 

	Inventory
	
	 $   12,017 
	 $      13,626 
	 $   12,839 
	 $                5,757 
	 $               4,101 

	(/): Sales
	
	 $   97,690 
	 $      96,773 
	 $   81,462 
	 $              53,823 
	 $             31,536 

	Inventory Days
	
	44.90
	51.39
	57.53
	39.04
	47.47

	2. Receivable Days (Debtor Collection Period)
	(Accounts Receivable​/Sales)*365
	 

	Accounts Receivable​
	
	 $    4,418 
	 $       3,508 
	 $     2,952 
	 $                1,913 
	 $               1,886 

	(/): Sales
	
	 $   97,690 
	 $      96,773 
	 $   81,462 
	 $              53,823 
	 $             31,536 

	Receivable Days
	
	16.51
	13.23
	13.23
	12.97
	21.83

	3. Payable Days (Creditor Payment Period)
	(Accounts Payable​/Sales)*365
	 

	Accounts Payable​
	
	 $   12,474 
	 $      14,431 
	 $   15,255 
	 $              10,025 
	 $               6,051 

	(/): Sales
	
	 $   97,690 
	 $      96,773 
	 $   81,462 
	 $              53,823 
	 $             31,536 

	Payable Days
	
	46.61
	54.43
	68.35
	67.98
	70.03

	Calculate Cash Operating Cycle (CCC)
	Inventory Days+Receivable Days−Payable Days
	14.800
	10.195
	2.402
	-15.970
	-0.741


(Source: MS-Excel)
[bookmark: _s127c5cx0nqq]Appendix 5: “Cash Operating Cycle” Graph
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(Source: MS-Excel)
[bookmark: _4cfklyvlen93]Appendix 6: Investment Appraisal Calculations
	"Year"
	"Cash Flow"
	"Discounting Factor @10%"
	"Present Value"
	 

	0
	-£       50.00 
	1.000
	-£             50.00 
	 

	1
	 £       10.00 
	0.909
	 £               9.09 
	 

	2
	 £       12.00 
	0.826
	 £               9.92 
	 

	3
	 £       14.00 
	0.751
	 £             10.52 
	 

	4
	 £       10.00 
	0.683
	 £               6.83 
	 

	5
	 £         8.00 
	0.621
	 £               4.97 
	 

	"Net Present Value (NPV) of Project A"
	-£               8.68 
	 

	"Profitability Index (PI) of Project A"
	1.17
	 

	 
	 
	 
	 
	 

	"Year"
	"Cash Flow"
	"Discounting Factor @10%"
	"Present Value"
	Cumulative

	0
	-£       50.00 
	1.000
	-£             50.00 
	-£           50.00 

	1
	 £       10.00 
	0.909
	 £               9.09 
	-£           40.91 

	2
	 £       12.00 
	0.826
	 £               9.92 
	-£           30.99 

	3
	 £       14.00 
	0.751
	 £             10.52 
	-£           20.47 

	4
	 £       10.00 
	0.683
	 £               6.83 
	-£           13.64 

	5
	 £         8.00 
	0.621
	 £               4.97 
	-£             8.68 

	"Payback Period (PBP) of Project A"
	Not Recovered



	Year
	Cashflow
	"Discounting Factor @10%"
	Present value

	0
	-£                50.00 
	1.000
	-£            50.00 

	1
	 £                10.00 
	0.909
	 £              9.09 

	2
	 £                12.00 
	0.826
	 £              9.92 

	3
	 £                14.00 
	0.751
	 £            10.52 

	4
	 £                10.00 
	0.683
	 £              6.83 

	5
	 £                  8.00 
	0.621
	 £              4.97 

	"Internal Rate of Return (IRR) of Project A"
	2.72%

	 
	 
	 
	 

	 
	 
	 
	 

	"Year"
	"Cash Flow"
	"Depreciation" 
	"Present Value"

	0
	-£                50.00 
	0.00
	-£            50.00 

	1
	 £                10.00 
	10.00
	 £                 -   

	2
	 £                12.00 
	10.00
	 £              2.00 

	3
	 £                14.00 
	10.00
	 £              4.00 

	4
	 £                10.00 
	10.00
	 £                 -   

	5
	 £                  8.00 
	10.00
	-£              2.00 

	"Accounting Rate of Return (ARR) of Project A" 
	1.60%



	"Year"
	"Cash Flow"
	"Discounting Factor @10%"
	"Present Value"
	

	0
	-£       50.00 
	1.000
	-£             50.00 
	

	1
	 £       11.00 
	0.909
	 £             10.00 
	

	2
	 £       11.00 
	0.826
	 £               9.09 
	

	3
	 £       11.00 
	0.751
	 £               8.26 
	

	4
	 £       11.00 
	0.683
	 £               7.51 
	

	5
	 £       11.00 
	0.621
	 £               6.83 
	

	"Net Present Value (NPV) of Project B"
	-£               8.30 
	

	"Profitability Index (PI) of Project B"
	1.17
	

	 
	 
	 
	 
	 

	"Year"
	"Cash Flow"
	"Discounting Factor @10%"
	"Present Value"
	Cumulative

	0
	-£       50.00 
	1.000
	-£             50.00 
	-£           50.00 

	1
	 £       11.00 
	0.909
	 £             10.00 
	-£           40.00 

	2
	 £       11.00 
	0.826
	 £               9.09 
	-£           30.91 

	3
	 £       11.00 
	0.751
	 £               8.26 
	-£           22.64 

	4
	 £       11.00 
	0.683
	 £               7.51 
	-£           15.13 

	5
	 £       11.00 
	0.621
	 £               6.83 
	-£             8.30 

	"Payback Period (PBP) of Project B"
	Not Recovered



	Year
	Cashflow
	"Discounting Factor @10%"
	Present value

	0
	-£           50.00 
	1.000
	-£                   50.00 

	1
	 £            11.00 
	0.909
	 £                   10.00 

	2
	 £            11.00 
	0.826
	 £                     9.09 

	3
	 £            11.00 
	0.751
	 £                     8.26 

	4
	 £            11.00 
	0.683
	 £                     7.51 

	5
	 £            11.00 
	0.621
	 £                     6.83 

	"Internal Rate of Return (IRR) of Project B"
	3.26%

	 
	 
	 
	 

	 
	 
	 
	 

	"Year"
	"Cash Flow"
	"Depreciation" 
	"Present Value"

	0
	-£           50.00 
	0.00
	-£                   50.00 

	1
	 £            11.00 
	10.00
	 £                     1.00 

	2
	 £            11.00 
	10.00
	 £                     1.00 

	3
	 £            11.00 
	10.00
	 £                     1.00 

	4
	 £            11.00 
	10.00
	 £                     1.00 

	5
	 £            11.00 
	10.00
	 £                     1.00 

	"Accounting Rate of Return (ARR) of Project B" 
	2.00%



	"Year"
	"Cash Flow"
	"Discounting Factor @10%"
	"Present Value"
	 

	0
	-£       50.00 
	1.000
	-£             50.00 
	 

	1
	 £         5.00 
	0.909
	 £               4.55 
	 

	2
	 £       10.00 
	0.826
	 £               8.26 
	 

	3
	 £       20.00 
	0.751
	 £             15.03 
	 

	4
	 £       25.00 
	0.683
	 £             17.08 
	 

	5
	 £         5.00 
	0.621
	 £               3.10 
	 

	"Net Present Value (NPV) of Project C"
	-£               1.98 
	 

	"Profitability Index (PI) of Project C"
	1.04
	 

	 
	 
	 
	 
	 

	"Year"
	"Cash Flow"
	"Discounting Factor @10%"
	"Present Value"
	Cumulative

	0
	-£       50.00 
	1.000
	-£             50.00 
	-£           50.00 

	1
	 £         5.00 
	0.909
	 £               4.55 
	-£           45.45 

	2
	 £       10.00 
	0.826
	 £               8.26 
	-£           37.19 

	3
	 £       20.00 
	0.751
	 £             15.03 
	-£           22.16 

	4
	 £       25.00 
	0.683
	 £             17.08 
	-£             5.09 

	5
	 £         5.00 
	0.621
	 £               3.10 
	-£             1.98 

	"Payback Period (PBP) of Project C"
	Not Recovered



	Year
	Cashflow
	"Discounting Factor @10%"
	Present value

	0
	-£       50.00 
	1.000
	-£                  50.00 

	1
	 £         5.00 
	0.909
	 £                    4.55 

	2
	 £       10.00 
	0.826
	 £                    8.26 

	3
	 £       20.00 
	0.751
	 £                   15.03 

	4
	 £       25.00 
	0.683
	 £                   17.08 

	5
	 £         5.00 
	0.621
	 £                    3.10 

	"Internal Rate of Return (IRR) of Project C"
	8.59%

	 
	 
	 
	 

	 
	 
	 
	 

	"Year"
	"Cash Flow"
	"Depreciation" 
	"Present Value"

	0
	-£       50.00 
	0.00
	-£                  50.00 

	1
	 £         5.00 
	10.00
	-£                    5.00 

	2
	 £       10.00 
	10.00
	 £                        -   

	3
	 £       20.00 
	10.00
	 £                   10.00 

	4
	 £       25.00 
	10.00
	 £                   15.00 

	5
	 £         5.00 
	10.00
	-£                    5.00 

	"Accounting Rate of Return (ARR) of Project C" 
	6.00%


(Source: MS-Excel)
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Revenue

Automotive sales 72,480.00 $78,509.00 $67,210.00 $44,125.00 $24,604.00
Automotive regulatory credits 2,763.00 1,790.00 1,776.00 1,465.00 1,580.00
Automotive leasing 1,827.00 2,120.00 2,476.00 1,642.00 1,052.00
Total automotive revenues $77,070.00 $82,419.00 $71,462.00 $47,232.00 $27,236.00
Energy generation and storage 10,086.00 6,035.00 3,909.00 2,789.00 1,994.00
Services and other 10,534.00 8,319.00 6,091.00 3,802.00 2,306.00
Total revenues $97,690.00 $96,773.00 $81,462.00 $53,823.00 $31,536.00
Cost of Revenues

Automotive sales $61,870.00 $65,121.00 $49,599.00 $32,415.00 $19,696.00
Automotive leasing 1,003.00 1,268.00 1,509.00 978.00 563.00
Total automotive cost of revenues $62,873.00 $66,389.00 $51,108.00 $33,393.00 $20,259.00
Energy generation and storage 7,446.00 4,894.00 3,621.00 2,918.00 1,976.00
Services and other 9,921.00 7,830.00 5,880.00 3,906.00 2,671.00
Total cost of revenues $80,240.00 $79,113.00 $60,609.00 $40,217.00 $24,906.00
Gross profit $17,450.00 $17,660.00 $20,853.00 $13,606.00 $ 6,630.00
Operating Expenses

Research and development 4,540.00 3,969.00 3,075.00 2,593.00 1,491.00
Selling, general and administrative 5,150.00 4,800.00 3,946.00 4,517.00 3,145.00
Restructuring and other 684.00 $ - $ 176.00 $ -27.00 $ -
Total operating expenses $10,374.00 $ 8,769.00 $ 7,197.00 $ 7,083.00 $ 4,636.00
Income from operations (Operating Income) $ 7,076.00 $ 8,891.00 $13,656.00 6,523.00 1,994.00
Interest income 1,569.00 1,066.00 297.00 56.00 30.00
Interest expense 350.00 156.00 191.00 371.00 748.00
Other income (expense), net 695.00 172.00 -43.00 135.00 -122.00
Pre-Tax & Net Income

Income before income taxes $ 8,990.00 $ 9,973.00 $13,719.00 $ 6,343.00 $ 1,154.00
Provision (benefit) for income taxes 1,837.00 -5,001.00 1,132.00 699.00 292.00
Net income $ 7,153.00 $14,974.00 $12,587.00 $ 5,644.00 $ 862.00
Earnings Per Share (EPS)

Basic EPS ($) 2.23 4.73 4.02 1.87 0.25
Diluted EPS ($) 2.04 4.30 3.62 1.63 0.21
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Cash and cash equivalents
Short-term investments

Accounts receivable, net

Inventory

Prepaid expenses & other current assets
Total current assets

Operating lease vehicles, net

Solar energy systems, net
Property, plant & equipment, net
Operating lease right-of-use assets
Digital assets, net

Intangible assets, net

Goodwill

Deferred tax assets

Other non-current assets

Total assets

Accounts payable

Accrued liabilities & other

Deferred revenue (current)
Customer deposits

Current portion of debt & finance leases
Total current liabilities

Debt & finance leases (non-current)
Deferred revenue (non-current)
Other long-term liabilities

Total liabilities

Additional paid-in capital
Accumulated other comprehensive income
(loss)

Retained earnings

Total stockholders’ equity
Noncontrolling interests

Total liabilities and equity

16,139.00
20,424.00
4,418.00
12,017.00
5,362.00
$ 58,360.00
5,581.00
4,924.00
35,836.00
5,160.00
1,076.00

150.00

244.00
6,524.00
4,215.00
$1,22,070.00
12,474.00
10,723.00
3,168.00
$ -
2,456.00
$ 28,821.00
5,757.00
3,317.00
10,495.00
$ 48,390.00
38,371.00

-670.00
35,209.00
$ 72,913.00

704.00
$1,22,070.00

16,398.00
12,696.00
3,508.00
13,626.00
3,388.00
$ 49,616.00
5,989.00
5,229.00
29,725.00
4,180.00

184.00

178.00

253.00
6,733.00
4,531.00
$1,06,618.00
14,431.00
9,080.00
2,864.00
$ -
2,373.00
$ 28,748.00
2,857.00
3,251.00
8,153.00
$ 43,009.00
34,892.00

-143.00
27,882.00
$ 62,634.00

733.00
$1,06,618.00

16,253.00
5,932.00
2,952.00

12,839.00
2,941.00

$40,917.00
5,035.00
5,489.00

23,548.00

2,563.00
184.00
215.00
194.00

4,193.00
$82,338.00
15,255.00
7,142.00
1,747.00
1,063.00
1,502.00
$26,709.00
1,597.00
2,804.00
5,330.00
$36,440.00
32,177.00

-361.00
12,885.00
$44,704.00

785.00
$82,338.00

$ -

17,576.00
131.00
1,913.00
5,757.00
1,723.00
$27,100.00
4,511.00
5,765.00
18,884.00
2,016.00
1,260.00
257.00
200.00

2,138.00
$62,131.00
10,025.00
5,719.00
1,447.00
925.00
1,589.00
$19,705.00
5,245.00
2,052.00
3,546.00
$30,548.00
29,803.00

54.00
329.00
$30,189.00

826.00
$62,131.00

$ -

19,384.00

$
1,886.00
4,101.00
1,346.00
$26,717.00
3,091.00
5,979.00
12,747.00
1,558.00

$
313.00
207.00

$
1,536.00
$52,148.00
6,051.00
3,855.00
1,458.00
752.00
2,132.00
$14,248.00
9,556.00
1,284.00
3,330.00
$28,418.00
27,260.00

363.00
-5,399.00
$22,225.00

850.00
$52,148.00





image4.png
Net income

Depreciation, amortization & impairment
Stock-based compensation

Inventory & purchase commitments write-downs
Foreign currency transaction (gain)/loss
Deferred income taxes

Digital assets (gain)/loss, net

Changes in accounts receivable

Changes in inventory

Changes in operating lease vehicles

Changes in prepaid expenses & other

Changes in accounts payable & accrued liabilities
Changes in deferred revenue

Changes in other long-term liabilities

Net cash from operating activities

Purchase of property, plant & equipment
Purchase of solar energy systems

Proceeds from sale of digital assets

Purchase of intangible assets

Purchase of investments

Proceeds from maturities of investments
Proceeds from sale of investments

Government grants received

Business combinations, net of cash acquired
Net cash used in investing activities
Proceeds from issuance of debt

Repayments of debt

Proceeds from stock options & issuances
Principal payments on finance leases

Debt issuance costs

Distributions to noncontrolling interests
Payments for buy-outs of noncontrolling interests
Net cash from financing acti
Effect of exchange rate changes
Net increase (decrease) in cash
Cash at beginning of year

Cash at end of year

7,153.00
5,368.00
1,999.00
335.00
-73.00
477.00
-589.00
-1,083.00
937.00
-590.00
-3,273.00
3,588.00
502.00

$ 14,923.00
$-11,339.00
-3.00

$-35,955.00
28,310.00
200.00

$-18,787.00
5,744.00
-2,500.00
1,241.00
-381.00

-14.00
-104.00
-133.00
$ 3,853.00
-141.00
$ -152.00
17,189.00
$17,037.00

14,974.00
4,667.00
1,812.00

463.00
-144.00
-6,349.00

-586.00
-1,195.00
-1,952.00
-2,652.00

2,605.00
1,532.00

$ 13,256.00
-8,898.00
-1.00

$-19,112.00
12,353.00
138.00

-64.00
$-15,584.00
3,931.00
-1,351.00
700.00
-464.00
-29.00
-144.00
-54.00

$ 2,589.00
4.00
$  265.00
16,924.00
$17,189.00

12,587.00
3,747.00
1,560.00

177.00
81.00
-196.00
140.00

-1,124.00

-6,465.00

-1,570.00

-1,417.00
6,029.00
1,131.00
1,904.00

$ 14,724.00

-7,158.00

-5.00
936.00
-9.00
-5,835.00
22.00

$-11,973.00

-3,364.00
541.00
-502.00

-157.00
-45.00
$ -3,527.00
-444.00
$ -1,220.00
18,144.00
$16,924.00

5,644.00
2,911.00
2,121.00
140.00
-55.00

-27.00
-130.00
-1,709.00
-2,114.00
-271.00
4,578.00
793.00
476.00

$ 11,497.00
-6,482.00
-32.00
272.00

-132.00
76.00

6.00

$ -7,868.00
8,883.00
$-14,167.00
707.00
-439.00
-9.00
-161.00
-10.00
$ -5,203.00
-183.00
$ -1,757.00
19,901.00
$ 18,144.00

862.00
2,322.00
1,734.00

202.00

114.00

-652.00
-422.00
-1,072.00
-251.00
2,102.00
321.00
495.00

$ 5,943.00
-3,157.00
-75.00

-10.00
123.00

123.00
-13.00
$ -3,132.00
9,713.00
$-11,623.00
417.00
-338.00

-6.00
-208.00

-35.00
$ -9,973.00
334.00
$ 13,118.00
6,783.00
$19,901.00





