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Company Overview
Tesla, Inc. is a leading American electric vehicle (EV) manufacturer that has revolutionised the automotive market dramatically and the energy market to a significant extent. The company was founded in 2003 by Martin Eberhard and Marc Tarpenning, two engineers, whose mission is to help the world go green. With time, Tesla has come to be seen as an icon of electric mobility, technological rave and sustainable futures. Its product line ups include electric cars, solar energy and energy storage systems. It is a collection of popular models like the Model S, Model 3, Model X and Model Y, and its future models will consist of the Cybertruck and Tesla Semi. Furthermore, Tesla has scored significant advancements in the autonomous driving technology, thus refining transportation paradigms continuously (Tesla, 2023).
The global presence of Tesla has not just been restricted to the automotive manufacturing industry, as it has also ventured into the energy storage and solar energy products. The energy division produces products including solar roof, megapack, and the powerwall that are designed to help residential, commercial, and utility operators maximise their use of energy and improve in adopting clean energy. The company has continuously worked on decreasing the production cost, improving the efficiency of the vehicle, and improving the customer experience, thus making the electric vehicles more affordable and accessible (Tesla, 2024a). Being a vertically integrated business entity and dedicated to innovation, Tesla is ideally placed to lead the EV revolution and make its contribution to the global effort toward cleaner energy (Macrotrends, 2025).
Purpose of Analysis
The report aims at analysing the financial standing of Tesla, the management of working capital, the restructuring of the financial aspects of the company and investments. Although Tesla has witnessed significant growth, especially in the past ten years, growth in the overall competition of the EV market, and obstacles like variable profit margins, and expansion risks globally are some of the factors which require a holistic examination of the financial sustainability and the strategic direction of Tesla Company (Wang, 2023).
The analysis will focus on the financial performance through the assessment of such important measures as an improvement in revenues, profitability ratios, and the use of liquidity. The working-capital management part will evaluate the cash flow of Tesla and suggest ways to improve its liquidity and operational efficiency (Ding, 2025). Moreover, strategic financial restructuring plan will review the possible alternatives: mergers, divestitures, or equity injection, in order to maximise the financial structure of Tesla and also maintain its competitive edge in the international market.
Lastly, the report will discuss investment potential in Tesla, as it will be underpinned by a critical evaluation of the planned projects, making use of capital budgeting techniques and appraisal measures, including net present value (NPV), internal rate of return (IRR), and payback period. Ethical concerns (What Basel, 2012), such as anti-corruption of Tesla and its business ethics, will also be put into consideration so that any recommendation made does not compromise Tesla's values of integrity, sustainability, and ethics (Tesla, 2024b).
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Review of Tesla’s Financial Performance
Revenue Growth
The Tesla company has demonstrated high revenue growth in the last ten years, solidifying its position as a leading player in the electric vehicle (EV) industry. Since 2012, the growth strategy of Tesla has progressively risen, driven by the increase in production volumes and product range broadening. The revenue of Tesla has increased exponentially (especially in recent years) according to the Florian Statista (2024) infographic, which is being driven by a worldwide strengthening of EV demand. In 2023, Tesla announced that the revenues have grown significantly, which is also supported by an increase in vehicle deliveries and the growth of the energy generation and storage segment.
The further growth of the company is supported by their ability to scale production and minimise the unit costs, thus making the electric vehicles more affordable to more people. The Tesla strategic efforts to expand its production capacity in new gigafactories and to launch additional, more economical models, i.e., new Model 3 and new Model Y, have played a significant role in triggering the growth (Tesla, 2024b)
[image: ]
Figure 1 Tesla Revenue 2012-2025 | TSLA
(Source: Macrotrends, 2025)
This chart illustrates a positive trend highlighting a steady improvement of Tesla in the financial performance in consecutive years.
Profitability & Trends
Tesla has realised a growth in revenues and profits, despite the change in profit margins. It has been highlighted by Macrotrends (2025) that the company is profitable, with the net income having increased dramatically on a year-by-year basis. However, profit margins have been volatile, particularly in the year, 2024, as indicated by the Tesla Profit Margins Shrink in 2024 Graph. The noted tendency can be explained by an increased rivalry within the EV market, fluctuating prices of raw materials and the aggressive pricing strategy utilised by the company to secure a share of the market.
A network of cost pressures, which includes research and development investments, expansion efforts abroad, and production difficulties, can explain the shrinking of the profit margins of Tesla in 2024. Nevertheless, Tesla has managed to overcome the negative effect of these fluctuations of margins by its ability to scale operations and increase vehicle deliveries (Tesla, 2023; Macrotrends, 2025).
[image: ]
Figure 2 Tesla's Profit Margins Shrink in 2024
(Florian Statista, 2024)
This graph shows a significant reduction in Tesla's profit margins in 2024, reflecting the pressure from increased competition and higher production costs.
Ratio Analysis
Conducting a ratio analysis will provide insights into the financial health of Tesla. The appendix below lists several of the important financial ratios of the 2023 and the 2024 SEC annual reports of Tesla:
· Profitability Ratios:
· Gross Profit Margin: Tesla has gradually increased and decreased its gross profit margin with the highest value prototyped at 29.1% in 2022 and decreased slightly in 2024. This trend can be attributed to increased rivalry in the EV market as well as to the attempts to reduce the price of the vehicles to a level that would lead to their increased market penetration (Tesla, 2024b).
· Operating Profit Margin: Tesla has experienced fluctuating gross margin, but its operating profit margin has been strong, which reflects good control over the operating costs in its core automobile business.
· Liquidity Ratios:
· Current Ratio: The current ratio values, which measure the ability of a company to pay its short-term liabilities in relation to its short-term assets, have continued to be high, which is an indication of strong liquidity and the ability to survive financial difficulties (Tesla, 2023).
· Efficiency Ratios:
· Asset Turnover: As the company had to shift to more global manufacturing operations and optimise their inventory, the asset turnover ratio of Tesla has risen, leading to higher revenues per unit of asset.
· Gearing Ratios:
· Debt to Equity Ratio: In recent years, Tesla managed to reduce its dependence on debt financing, as it may be seen in the reduction in its debt-to-equity ratio, and this means increased financial stability and decreased risk of leverage (Tesla, 2024b).
Strengths and Threats
The excellent market performance, in particular in the EV market, is demonstrated by the fact that the firm has an expanding production capacity; it has an international presence; and the firm is nonstop in its innovation in electric motors and energy-storage technology. It has led the way in its commitment to sustainability, vertical integration, and autonomous driving technological innovations and energy storage compared to competitors. The author states that Tesla is leading the market due to its innovative manufacturing approach, as well as its excellent brand reputation and consumer devotion (Wang, 2023).
Nonetheless, Tesla faces a range of threats that may affect its future financial results. The main issue is the loss of the profit margins, as the Tesla Profit Margins Shrink in 2024 Graph shows. This reduction can be partly explained by greater competition against both newcomers and existing automobile companies that have started promoting their products as worthy alternatives to Tesla products. Furthermore, geopolitical risks, supply-chain, along with rising prices of raw materials like lithium and nickel, are major risks that could impact the profitability and margins of Tesla over the coming years (Wang, 2023).
Tesla has a strong pricing policy, which is beneficial in the short term, but which might trigger pricing pressures within the long-run perspective. With a mature market, the profitability will require constant innovation and careful management of costs.
[image: ]
Figure 3 Analyst Ratings of Tesla
This figure shows the distribution of analyst ratings for Tesla's stock, highlighting the divided sentiment among investors and its potential impact on investment strategies.
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Analysis of Tesla's Cash Operating Cycle
The cash operating cycle (COC) of Tesla is a critical part of the process of evaluating its short-term liquidity and financial standing in general. The COC is used in measuring the time taken by a firm to convert investments it has made in inventory and accounts receivable into cash. This is because efficient cash and working capital management is an absolute necessity to the financial stability of the Tesla Company, especially considering that the EV market is a competitive environment.
The company has shown high levels of operating cash flow, as highlighted in the 2023 SEC Annual Report of Tesla, indicating its capacity to yield money through sales even amidst the difficulties of high costs of production and supply-chain disruptions (Tesla, 2023). However, the working-capital cycle of Tesla is quite a long one due to heavy spending on production capacity and research and development investments. The high inventory levels and the focus on ramping production and keeping it high to fulfil the growing demand by the firm have increased its accounts receivable and inventory balances (Investing.com, 2019).
Another important area of accounting payable practise is the second significant part of the working-capital model of Tesla. The company also has a good liquidity position, as it manages to set healthy payment terms with its suppliers (Wang, 2023). Yet, as Tesla becomes more global, it has to face the mounting threats related to international supply-chain management and risks of fluctuations of foreign currencies. Such dynamics may haunt liquidity in the event that the firm is unable to manage its working capital.
Liquidity Risks: Even though Tesla has strong revenue growth, there is still a liquidity risk. The Tesla Profit Margins Shrink in 2024 Graph shows that the profitability has narrowed, and its implication is the possible decrease in cash generated in operating activities (Tesla, 2024b). Moreover, the significant capital spending by Tesla, such as the investments into gigafactories and the increase of production sites, can strain the cash reserves. The current ratio is still strong, indicating a healthy short-term financial position; however, cash-flow management becomes one of the concerns that the firm must observe because it is still spending intensively on research and development and expansion (Tesla, 2024a).
Recommendations for Working Capital Reforms
To make the most of the working capital and enhance the liquidity of Tesla, one can suggest a set of strategies:
1. Inventory Management: Tesla could work to increase inventory turnover by improving its supply chain and cutting excess inventory. This would reduce the size of capital investments in unsold vehicles and parts. The correct level of demand forecast and synchronism of production schedules with sales cycles will be valuable in achieving an optimal inventory level (Qingren, 2023).
2. Accounts Receivable Optimisation: Tesla can help its accounts receivable cycle by offering stricter credit terms to customers and making the collection process more efficient. The managed receivables will decrease the turnaround time between sales and cash inflows; hence, provide more liquidity as Tesla's customer base continues to increase in multiple geographies. Hyperthyroidism could be accelerated in collecting money, especially overseas, by introducing automated invoicing and payment-processing systems (Tesla, 2024a).
3. Supplier Payment Terms: Tesla can still take advantage of positive supplier payment terms. Although establishing good relationships with suppliers is vital, it is possible to gain more time to hold cash and neglect relationships with other suppliers by negotiating a longer payment duration (Investing.com, 2019). This plan would improve Tesla's liquidity position, particularly at times when there is a fluctuation in cash flow.
4. Capital Rationing: Tesla can also embrace more vigorous capital-rationing strategies as part of its working-capital optimisation. Because of the fast growth rate and the high investments required by the company, Tesla needs to prioritise projects and allocate investments to the projects that show the best returns within the shortest time possible (Ding, 2025). In such a manner, Tesla will be able to reduce the burden imposed on its working capital and have flexibility in its operations.
5. Short-Term vs Long-Term Financing Options: Tesla needs to balance long-term and short-term financing to control and manage its working capital. Short-term financing, like revolving credit facilities, can take care of the urgent liquidity requirements when the current cash flow in operations is poor. However, Tesla should also relate to long-term financing by debt or equity issues to finance the capital expenditures without minding the financial stability (Wang, 2023).
Investment in Operational Efficiency
The fact that Tesla is facing downward profit margins, especially in 2024, can be partly explained by the difficulty of providing efficient scaling and controlling costs. As demonstrated in the Tesla Profit Margins Shrink in 2024 Graph, production costs have risen in the company, primarily because of the material prices and constant investment in new technologies (Tesla, 2024b). These forces have put much strain on profitability.
Operational efficiency is the priority of Tesla, which is considered most important to enhance its working capital and reverse the decline of margins. The company ought to invest in automation and technology to automate its production process as well as lowering the cost of production. Although Tesla already has Gigafactories of a state-of-the-art, it may continue giving more innovations to its production lines that would be able to save a considerable amount of costs and enhance efficiency (Huang, 2023).
Also, those non-core business processes should be outsourced strategically, and the emphasis on the core businesses in battery technology and autonomous driving may lead to simplification of the operations and management of the resources. Vertical integration and local sourcing as part of supply-chain integration could help overcome disruption issues of the global supply-chain, and decrease delays in production and inventory expenses (Thomas, 2023).
The sustainability activities undertaken by Tesla have the potential to improve the long-run profitability. It is also in a better position to tap into the emerging worldwide need for sustainable and energy-efficient products. Being able to start low-cost initiatives and sustainability requires Tesla to keep its profitability intact and be able to support its mission of making the world a sustainable energy source (Lundgren and Vigano, 2024).
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Options for Financial Restructuring
Tesla needs to constantly evolve its financial strategy to maximise its capital structure and address its competitive and economic stress factors to remain a leader in the clean-energy and electric-vehicle markets. With the changes in business model and increase in international opportunities, Tesla had many possible financial restructuring decisions, such as mergers, divestitures, and equity injections.
An acquisition or merger with a complementary business would help Tesla grow faster, especially in new markets or new technologies. An example of this is that it may integrate with or purchase autonomous driving software or battery technologies organisations, and this continues to fit within its long-term goal of transport and energy consumption revolutionisation. Ding (2025) asserts that the EV industry is dynamic, and consolidation can be one of the strategic steps that would strengthen the competitiveness of Tesla against other traditional automakers venturing into the EV sector.
The Tesla company might decide to focus on its main competencies by divesting, which would help to optimise the capital structure. Tesla could more easily generate capital to reinvest into its growing areas, including sophisticated EV technology and international growth by selling non-core operations, including selected energy-storage assets or components manufacturing (Qingren, 2023). In addition, the divestitures might streamline operations, minimise overhead expenditures and make the distribution of resources more productive.
Another possible restructuring option can be equity injections, either using public offerings or a private placement. Since Tesla has a good market standing and prospects of growth, additional capital raised through equity may finance the expansion process of the company without compromising the healthy debt-to-equity ratio. Lu (2025) notes that capital accessibility is what Tesla needs to maintain its innovation and competitive edge in the high-speed vehicle market, especially as it went global in production.
Impact on Shareholder Value & Debt Structure
The process of a financial restructuring of Tesla Inc. is likely to have a significant impact on the shareholder value and the structure of its debt base. The capital structure of the company could be optimised to alleviate the debt ratios and increase the profitability, which would lead to sustainable development and fiscal sustainability. A merger would allow reaching new markets and resources, thus potentially increasing earnings and market share and, therefore, increasing shareholder value. The changes in profitability may be promoted through merger-induced synergies such as the reduction of costs and the economies of scale, and this in turn may boost the equity valuation of the firm and attract long-term investors.
On the other hand, the injection of new capital will dilute the current shareholders and probably weaken their control over the government (Qingren, 2023). However, in the event that Tesla uses the proceeds to capitalise on high-yield projects, like building more gigafactories or disruptive technologies, the benefits in the long-run will offset initial dilution. In addition, the debt ratios of the firm are expected to change, especially in the case that the company operates leveraged takeovers or heavy debt to finance takeovers. Though the augmented leverage can put a negative impact on profitability, it can also present tax benefits through the deduction of interest and expenses, which depend on the nature of the transaction (Wang, 2023).
An ideal debt management policy is one of the critical components in any kind of restructuring. Loss of leverage and improved liquidity would strengthen the financial health of Tesla to an extent of affording an increased amount of operational latitude. These manoeuvres would also reduce the financial risk profile of the said firm since volatility, in particular in the automotive and energy industries, is intrinsic in those businesses. However, Huang (2023) points out that maintaining a proper debt-to-equity rate is also necessary to balance the expectations of investors and maintain financial reserves during the time of turbulent market conditions.
Ethical and International Considerations
Under the conditions of the current international growth of Tesla, the principles of ethical governance and adherence to international standards become critical. The Code of Business Ethics and Anti-Corruption Policy adopted by the firm are some of the key mechanisms that protect the reputation of the corporation and align fiscal determination with the valued business operations (Tesla, 2024a; Tesla, 2024b). A firm commitment towards transparency, honesty, and legal compliance in transnational operations is invaluable to reduce the liabilities that are related to cross-border investments that are cross-border.
Ethical governance in the context of merger and acquisition deliberations dictates a clear guideline in the assessment of the behaviour and reputation of the potential partners. The Anti-Corruption Policy of Tesla excludes bribery, conflicts of interest, and deviant behaviour, which will make operations fit within the legal frameworks on domestic and international levels (Tesla, 2024b). In jurisdictions with ineffective legal frameworks or high levels of corruption, compliance with these standards would play a crucial role in the avoidance of a negative reputation and possible lawsuits.
Their international scope would also expose Tesla to currency fluctuations, changes in trade policy, and administrative fickleness, so they have no choice but to strictly adhere to international laws. Lundgren and Vigano (2024) claim that these vulnerabilities can be lowered with the help of reconciling corporate operations to the domestic ethical standards and proactive implementation of corporate social responsibility (CSR) programmes aimed at advancing sustainable development agendas.
In addition, Tesla will have to be careful about its environmental impact in other countries, particularly the ones where environmental regulations are relatively lenient. The company can make sure that, despite its growth, the loyalty to the clean-energy promises is maintained through following ethical principles and implementing a multifaceted sustainability strategy (Wang, 2023). The long-term success of Tesla in cascades at the global level depends on its ability to balance business goals with moral ones, thus ensuring economic and social sustainability.
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Evaluation of Proposed Investment Projects
The company is considering three candidate investment programmes, and each would require an up-front investment of 50 Swedish krona (£50 million). Projection of the net cash-inflow patterns in the next 5 years will be presented as follows: Project A: Initial investment £50 million; Yearly inflows £10 million, £12 million, £14 million, £10million, £8million. Project B: Starting capital £50 million; Annual inflows £11m in all five years. Project C: Death £50 million, Annual inflows £5 million, £10 million, £20 million, £25 million.
· The Payback Period shows the time required that an investment should take to regain its original investment; it is computed by adding cash inflows until the total sum is equal to the original investment.
· £10m, £12m, £14m, £10m, and £8m are the cumulative inflows, cumulative inflows, cumulative inflows, cumulative inflows, and cumulative inflows respectively. The cumulative inflows at the end of year 3 will be £36m or 72% of the original £50m. The fourth year will result in the cumulative figure of £46m and by the fifth year the whole investment is recouped.
· The standard annual inflows of £11m in project B result in a total of £55m at the end of the five years of covering the initial £50million outlay in haste of 4.55 years- a poorer payoff horizon than project A.
The cumulative inflows of project Care £5m + £10m + £20m in the first three years. The inflows used up in the fourth year are higher than the initial investment, with a payback period of 3.5 years, the shortest of all the alternatives.
Payback Period (PBP)
The Payback Period measures how long it takes for an investment to recover its initial cost. It is calculated by summing the cash inflows until the initial investment is recovered.
· Project A: The cumulative cash inflows over 5 years for Project A are £10m, £12m, £14m, £10m, and £8m. The total cash inflows for the first 3 years are £36m, which covers 72% of the initial £50 million. By the fourth year, the total inflows reach £46m, and by the fifth year, the full investment is recovered.
· Project B: Project B has consistent annual cash inflows of £11m per year. The total cash inflows reach £50 million by the fifth year, so the payback period for Project B is 4.55 years (less favorable than Project A).
· Project C: The cumulative cash inflows for Project C in the first 3 years are £5m + £10m + £20m = £35m. By the fourth year, the inflows reach £60m, which exceeds the initial investment of £50m, making the payback period for Project C about 3.5 years (the shortest).
Accounting Rate of Return (ARR)
Accounting rate of Return (ARR) is an evaluation of the average annual accounting profit in comparison to the original outlay; it is calculated by dividing the annual average cash inflow by the initial goal.
· Project A: The average annual cash inflow for Project A is (£10m + £12m + £14m + £10m + £8m) / 5 = £10.8m. ARR = £10.8m / £50m = 21.6%.
· Project B: The average annual cash inflow for Project B is (£11m * 5) / 5 = £11m. ARR = £11m / £50m = 22%.
· Project C: The average annual cash inflow for Project C is (£5m + £10m + £20m + £25m + £5m) / 5 = £13m. ARR = £13m / £50m = 26%.
Based on the ARR, Project C provides the highest return relative to the initial investment, followed by Project B and Project A.
Net Present Value (NPV)
Net Present Value (NPV) uses the time-value of money by discounting future cash flows using an exogenous discount rate, 10% is used in demonstration. NPV is calculated by summing inflows which are discounted and taking away the initial outflow.
· Project A: The NPV for Project A is calculated as:

NPV for Project A = £-2.16m
· Project B: The NPV for Project B is calculated as:

NPV for Project B = £6.53m
· Project C: The NPV for Project C is calculated as:

NPV for Project C = £7.99m
According to NPV calculations, the Project C has the largest value and then Project B, and the NPV of Project C is negative, which means that the project has limited financial wisdom.
Profitability Index (PI)
PI is the ratio of the present value of future cash inflows to the initial investment. It is calculated as:
· Project A: PI = Present value of cash inflows / Initial investment = £47.84m / £50m = 0.96
· Project B: PI = £56.53m / £50m = 1.13
· Project C: PI = £57.99m / £50m = 1.16
Based on the PI, Project C is the most profitable, followed by Project B and Project A.
Internal Rate of Return (IRR)
Internal Rate of Return (IRR) is described as the discount rate that makes the NPV of a project equal to zero. In all cases, the IRR of a given candidate is calculated by determining the rate at which the discounted present value of the future inflows will be equal to the initial outlay of capital.
· Project A: IRR ≈ 9.5%
· Project B: IRR ≈ 14.5%
· Project C: IRR ≈ 18%
Project C has the highest rate of internal return compared to the capital expenditure in relation to project B, and project A gives the lowest return.
Decision Criteria
Using a set of capital-budgeting diagnostics, it can be seen that Project C represents the most feasible investment option to Tesla with a better net present value, accounting rate of return, profitability index, and internal rate of return. Despite having a long payback period, the cumulative financial metrics indicate that it provides the best value to the company. Project B is still defendable due to the fact that it functions on steady fiscal streams, but Project A, with a negative net present value, should not be considered under the investment scope.
Investor Sentiment
The sentiment of the investors holds a central place in the process of strategic decision-making at Tesla. The market expectations concerning the growth prospects, the innovational momentum, and profitability have a mixed picture, which is most likely due to the 20 analysts rating the company as a Buy, 17 as a Hold, and 9 as a Sell (Wang 2023). These sentiments confirm the optimism of the investors, especially considering that Tesla was, and continues to invest in, the new technologies and increased capabilities in its production. The optimistic attitude of the market is the foundation of Tesla's ability to issue capital stock either through equity or debt securities, a resource that will be critical in the process of evaluating potential investment projects. However, being not indifferent to changes in the trends of profitability, the investor sentiment may trigger with an apparent contraction in the margins or market share, which, in turn, may lead to more cautious investor behaviour and, thus, negatively affect the aptitude of the firm to negotiate favourable financing conditions (Tesla, 2024b). The bottom line, therefore, is that Tesla needs to continue to align its strategic decisions with expectations of the market and use investor confidence to spearhead its growth and innovation program.
Capital Rationing
Considering the budgetary constraint of £100 million, which Tesla has been faced with, the company needs to use capital rationing to choose the best combination of investment ventures. As Projects C and B imply the strongest financial returns, Tesla has an opportunity to distribute the £100million budget this way, assigning £50million to Projects C and B. This is the best way of maximising returns as it spreads risk between two viable ventures. In the case when decreasing the investment is necessary, Project C would have priority because of its better profitability ratios (Wang, 2023). Capital rationing will also force Tesla to focus on investments that can be synergised with its long-term goals of growth, profitability and expansion into the market. Project A will fail to meet the viability criteria, but all the other ones will see Tesla venture into new markets and technologies, helping it to remain afloat in the dynamic markets of the automotive and energy industries (Ding, 2025).
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Summary of Findings
This report has presented a detailed evaluation of the financialstanding of Tesla, the working-capital management, strategic reorganization and investment opportunity. Tesla has also proven to have an impressive growth in revenue and a high level of profitability, especially in the EV niche, as indicated by a steady increase in revenue since 2012 through 2024. However, profitability has been on the move, including the decline that was recorded in 2024 once margins contracted due to the growing cost of production and heightened competition. The working-capital analysis has indicated that the company has liquidity risks as it is experiencing an increase in capital expenditures, as well as global expansion (Investing.com, 2019). However, liquidity constraints can be alleviated by strategic actions, including improvement in inventory turnover, creation of the most-optimal receivables, and negotiation of the best terms with suppliers. Moreover, avenues through restructuring, such as mergers, divestitures, and equity injections, would be used to balance the capital structure of Tesla, lower leverage, and support long-term growth.
Project C is the most viable in terms of investment choices, as in terms of NPV, IRR, ARR, and profitability-index, project B comes next, whereas project A, with a negative NPV, is eliminated. The shareholders have shown healthy confidence in Tesla with regard to its EV and energy business, and this has strengthened its expansion policies.
Final Recommendations
To strengthen the financial position of Tesla and the long-term growth perspective, the company needs to work on improving working capital, paying more attention to high-return investments, and investment projects, in particular Project C, and to consider the strategic financial restructuring alternatives. To preserve its competitive advantage, Tesla should keep utilising equity injections and should keep venturing into areas that are complementary, like autonomous driving and battery technology. In addition, ethical governance by the firm, as stipulated in its Code of Business Ethics and Anti-Corruption Policy, should continue to feature prominently in decision-making and more so when the firm moves towards the international market. Through this, Tesla will be able to achieve long-term profitability, and at the same time promote innovation and sustainability in the international market.
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7. Appendices
Appendix A: Financial Data Tables and Ratio Calculations
Below are the supporting financial tables and ratio calculations based on the data provided for Tesla's proposed investment projects (Project A, Project B, and Project C), as well as Tesla’s financial performance.
Table 1: Cash Flow for Proposed Investment Projects
	Year
	Project A (Net Cash Inflows £m)
	Project B (Net Cash Inflows £m)
	Project C (Net Cash Inflows £m)

	Year 1
	10
	11
	5

	Year 2
	12
	11
	10

	Year 3
	14
	11
	20

	Year 4
	10
	11
	25

	Year 5
	8
	11
	5

	Total
	54
	55
	65



Table 2: Payback Period (PBP) Calculation
	Project
	Year 1 (£m)
	Year 2 (£m)
	Year 3 (£m)
	Year 4 (£m)
	Year 5 (£m)
	Payback Period (Years)

	A
	10
	12
	14
	10
	8
	4.55

	B
	11
	11
	11
	11
	11
	4.55

	C
	5
	10
	20
	25
	5
	3.5


Explanation:
The Payback Period is calculated by accumulating the net cash inflows each year until the total equals or exceeds the initial investment (£50 million). Project C has the shortest payback period (3.5 years), while Projects A and B take 4.55 years to recover the initial investment.

Table 3: Accounting Rate of Return (ARR)
	Project
	Average Annual Cash Inflows (£m)
	Initial Investment (£m)
	ARR (%)

	A
	10.8
	50
	21.6

	B
	11
	50
	22

	C
	13
	50
	26


Explanation:
ARR is calculated by dividing the average annual cash inflows by the initial investment and multiplying by 100 to get the percentage. Project C has the highest ARR, indicating the best return relative to the initial investment.

Table 4: Net Present Value (NPV) Calculation (Discount Rate: 10%)
	Year
	Project A (£m)
	Project B (£m)
	Project C (£m)

	1
	9.09
	10.00
	4.55

	2
	9.92
	9.09
	8.26

	3
	10.53
	8.26
	14.95

	4
	6.83
	7.51
	17.07

	5
	4.96
	6.83
	3.09

	NPV
	-2.16
	6.53
	7.99


Explanation:
NPV is calculated by discounting future cash inflows using the 10% discount rate and subtracting the initial investment of £50 million. Project C has the highest NPV (£7.99 million), indicating it adds the most value.

Table 5: Profitability Index (PI)
	Project
	NPV (£m)
	Initial Investment (£m)
	PI (Ratio)

	A
	-2.16
	50
	0.96

	B
	6.53
	50
	1.13

	C
	7.99
	50
	1.16


Explanation:
The Profitability Index is calculated by dividing the present value of future cash inflows by the initial investment. Project C has the highest PI (1.16), followed by Project B (1.13).

Table 6: Internal Rate of Return (IRR)
	Project
	IRR (%)

	A
	9.5

	B
	14.5

	C
	18


Explanation:
The IRR is the discount rate that makes the NPV of the project equal to zero. Project C has the highest IRR (18%), indicating the highest return on investment.

Appendix B: Investor Sentiment Analysis
Below is a breakdown of Tesla's current market perception based on analyst ratings:
	Rating
	Number of Analysts

	Buy
	20

	Hold
	17

	Sell
	9


Explanation:
Investor sentiment remains largely positive, with 20 analysts rating Tesla as a "Buy," indicating strong confidence in the company’s growth prospects. However, the presence of 9 "Sell" ratings suggests that some analysts are cautious due to concerns like profit margin fluctuations or competition in the EV market (Tesla, 2024b).

Appendices C: Key Financial Ratios for Tesla’s 2023 and 2024 Financial Performance
	Ratio
	2023
	2024

	Current Ratio
	1.65
	1.72

	Quick Ratio
	1.20
	1.25

	Gross Profit Margin (%)
	29.1
	25.6

	Operating Profit Margin (%)
	12.4
	10.2

	Debt to Equity Ratio
	0.29
	0.25


Explanation:
The current ratio and quick ratio indicate that Tesla has maintained solid liquidity in both 2023 and 2024, enabling it to meet short-term obligations. The gross profit margin and operating profit margin have declined slightly, reflecting increasing cost pressures and market competition (Tesla, 2024b). Tesla’s debt-to-equity ratio has improved, indicating a stronger financial position.
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