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TESLA - Checking the Financials
Executive Summary
Tesla has been through a volatile half-decade, transitioning from a hyper-growth car manufacturer to a more mature, cash-rich entity, which is now increasingly focusing on AI and battery storage. This financial health check analyzes Tesla's financial performance between 2021-2025 based on its latest annual reports. While Tesla achieved record profits and revenues in 2021-2022, the period of 2023-2025 shows contracting margins and net income as well as declining revenue.
Despite the pressures on its income statement, Tesla's balance sheet is a fortress; its business holds vast cash reserves and uses negligible amounts of high-interest debt. Its free cash flow is exceptionally strong and its financial condition is fundamentally sound, but the current valuation and its potential growth depend on its pivot away from its traditional business model (car manufacturing) toward an AI, robotics and energy infrastructure model.
1. Financial Review (2021-2025)
Tesla’s financial performance in the 2021-2025 period may be considered as one of "booming and calibrating."
· Revenue Evolution: Tesla reported total revenues of $53.8 billion in 2021, which grew by 51% to $81.5 billion in 2022, and then rose again to $96.8 billion in 2023. However, growth halted in 2024, peaking at $97.7 billion before 2025's year-over-year contraction of 3% to $94.8 billion. This was mostly due to decreased automotive revenues in 2025 (affected by economic pressures, intense price wars, and older vehicles).
· Net Income Evolution: Profitability showed a similar path, expanding significantly from $5.5 billion in 2021 to $12.5 billion in 2022, peaking at $15 billion in 2023. However, this sharp upturn turned into a significant reversal in 2024 (due to aggressively slashed vehicle prices) down to $7.1 billion, and then further declined in 2025 by 46% to $3.8 billion.
· Segment Dynamics: While automotive revenues declined in 2025, the Energy Generation and Storage segment expanded significantly, adding 27% more revenue to reach $12.8 billion in 2025, compensating for the weakness in the car manufacturing division.
2. Comprehensive Ratio Analysis
2.1 Profitability Ratios
Profitability ratios demonstrate the cost of Tesla's strategy of pursuing market share and volume over margins amid a rising interest-rate environment.
· Gross Margin: Tesla had industry-leading gross margins of 25.3% in 2021 and 25.6% in 2022. In 2023, the margins plunged to 18.2% as the company implemented aggressive discounting at the beginning of the year. In the last two years, this ratio fluctuated marginally between 17.9% and 18%.
· Operating Margin: Due to the growing investments in AI infrastructure and the developing next-gen technologies, the operating margin witnessed a steeper decline from its peak of 16.8% in 2022 down to 4.6% in 2025.
· Net Profit Margin: Similarly, the net profit margin fell from a high of 15.5% in 2023 to just 4% in 2025.
· ROE & ROA: The return on equity fell from over 26% in 2022 to about 10% in 2025 as equity rose due to retained earnings while net income declined. Return on assets also declined from 17.4% in 2022 to a mere 2.9% in 2025.
2.2 Liquidity Ratios
Tesla’s liquidity, while impacted by lower profits, remains unmatched by any other automaker globally.
· Current Ratio: From 1.4x in 2021, Tesla’s current ratio has increased every year to 1.5x (2022), 1.7x (2023), 2.0x (2024) and finally 2.2x (2025) ($68.6 billion current assets against $31.7 billion current liabilities). This implies a solid capacity to meet its short-term liabilities.
· Cash & Investments: Tesla's cash reserves have grown substantially from $17.7 billion in 2021 to $44.1 billion in 2025, which serves as an important buffer against downturns or capital needs for R&D and production ramp-up without resorting to borrowing.
2.3 Efficiency Ratios
Efficiency ratios showcase how well Tesla uses its assets to generate revenues. Some of these have declined over the last couple of years due to the challenging market environment.
· Asset Turnover: Tesla’s asset turnover ratio, a measure of how efficiently its assets generate revenue, decreased from 0.99x in 2022 to approximately 0.69x in 2025. This decline is primarily because Tesla has been massively expanding its asset base while revenues stagnated.
· Inventory Turnover: Demand has become a problem in 2024-2025 and hence the days' sales in inventory have increased as the cars remain in inventory for longer before being sold. This reflects the transition from a period of restricted production to a situation where demand is a constraint.
2.4 Gearing (Leverage) Analysis
Tesla's debt level is negligible, which sets it apart from many of its rivals and mitigates its risk.
· Debt to Equity Ratio: Long-term debt as a ratio of equity has remained very low (approx. 0.14 in 2025). Tesla has been paying off its traditional debts systematically.
· Interest Coverage: Due to its huge cash reserves and very little debt, Tesla's interest expenses are negligible compared to its income from interest on its cash deposits, rendering it insensitive to current high-interest rates. The company has essentially zero leverage risk.
     2.5 Investment (Market) Ratios
Tesla's market valuation is higher than the company's actual financial performance.
· EPS: Diluted GAAP EPS fell from $4.30 in 2023 to $1.08 in 2025.
· P/E Ratio: The Price to Earnings ratio for Tesla is always in triple digits (over 300x), indicating that the market is factoring in tremendous future growth of AI and software ventures at the expense of the current car business. This can also indicate that the market expects absolute perfection in the company's execution.
· P/S Ratio: As expected, the price to sales ratio for Tesla is far greater than for its traditional competitors (which often trade below 1x sales), due to the belief that future growth is hinged on the high-margin revenue streams of software and energy services.
2.6 Cash Flow Analysis
Cash flow generation remains a key strength and testament to the underlying operational efficiency and health of the business model.
· Operating Cash Flow: OCF has been strong throughout the five-year period and has even been more stable than net income, resting around $14 billion in 2024-2025.
· CapEx: Capital expenditures were massive, as the company invested in AI infrastructure and new factories, climbing to $11.3 billion in 2024 before retreating slightly to $8.5 billion in 2025.
· FCF: Free Cash Flow stood at $6.2 billion in 2025 (a 74% increase year over year), even after substantial capital expenditures. This will fuel Tesla's ongoing cash build-up.
3. Trends, Strengths, and Threats
Key Trends
· Pivot from hardware to AI: Tesla is transforming its identity from a hardware manufacturer toward being an AI entity; with the Robotaxi and the investments in FSD infrastructure (which already represents significant costs) its future value is projected to rely on the higher margins that this strategy promises to deliver.
· Energy storage as a driver: The rise of the energy storage business is one of the most significant trends, as this segment has demonstrated steady high-growth revenues and expanding margins over the past few years, thereby reducing the dependence on the automotive segment which suffered decline in 2025.
· Deflation of EV prices: The global EV prices have consistently decreased over the last three years, leading to lower automotive margins, which might continue into the future, as demand and supply balance and competition among EV manufacturers increases.
Major Strengths
· Financial stability: Tesla's balance sheet is perhaps its greatest operational advantage in the car industry. Billions of dollars in cash, minimal debt, and consistent free cash flow will allow Tesla to outcompete on price and invest in new technology without fear of bankruptcy.
· Resilient Free Cash Flow generation: Tesla has demonstrated its ability to generate approximately $6.2 billion of free cash flow even in 2025 when net income was down. This resilience signifies a fundamentally sound and robust business model.
· Cost Leadership: Even though its margins are shrinking, Tesla has still managed to undercut almost all western competitors by manufacturing vehicles cost-efficiently due to its vertical integration and automation strategy.
Significant Threats
· Increasing Competition: Tesla’s most significant competitive threat comes from the likes of Chinese manufacturers such as BYD who have structural cost advantages and superior manufacturing scale. This has compelled Tesla to continuously reduce prices to remain competitive, eroding its profit margins.
· Ageing Product Line-up: Tesla is very dependent on the sales figures for the Model 3 and Model Y (which accounted for the bulk of its revenues in 2025), but as its capital investments were focused toward developing futuristic projects such as the Cybertruck and Robotaxi, no new mainstream vehicles are coming into the market, which consumer fatigue and price cuts contributing to revenue declines in 2025.
· Execution risk in autonomy development: Tesla's current valuation is predicated on its success in autonomous driving and the launch of the Robotaxi service; therefore, any setbacks or failures in achieving its milestones would lead to a significant drop in share price and investor disappointment.
    Conclusion
The period from 2021 to 2025 marks a transition phase for Tesla, from an era defined by hyper-growth and expanding margins to one characterized by slowing market growth and strategic restructuring. Although the company's profitability indicators have taken a hit – with the operating margin declining significantly from a peak of 16.8% to just 4.6% – Tesla’s overall financial position remains remarkably strong. Its unmatched liquidity, absence of debt, and robust free cash flow generation capability insulate it from financial instability. However, Tesla's biggest challenge now shifts from survival to justifying its extraordinary valuation, as it relies heavily on the successful commercialization of its AI ambitions and autonomous transport ventures, using the energy storage business and its substantial cash reserves to navigate the current automotive slowdown.

Working Capital Management Analysis 
The effective management of working capital is the nerve of any commercial venture; it dictates the daily working liquidity, or the ability to honor short-term debts and facilitate running operation. A well thought out strategy will maintain the profitable trade-off between liquidity-solvency on the one hand and opportunity cost of idle idle cash on the other. 
Assessing the Cash Operating Cycle
The Cash Operating Cycle (COC)-or most commonly, the Cash Conversion Cycle (CCC)-is the primary measure of working capital management efficiency for a business. It is defined as the number of days the firm is required to tie up cash to finance its inputs and outputs (materials in, products out).
Mathematically, the cycle is expressed as: 
$COC = \text{Inventory Days} + \text{Receivables Days} - \text{Payables Days}$
When considering the COC, a detailed diagnostic evaluation of the three components are necessary:
· Inventory Days (Days Inventory Outstanding): This represents how long it takes for inventory to be processed fromraw materials to finished goods, and then to be sold. Higher values signal internal problems, such as over-purchasing, obsolescence, and low sales velocity, tying up the firm’s cash in storage.
· Receivables Days (Days Sales Outstanding): This represents how long on average it takes to collect receivables. Offering long, liberal credit terms to encourage customers and increase top line may lead to considerable delay in cash inflows and increase statistically bad debt potential.
· Payables Days (Days Payable Outstanding): This measures how long a firm delays payment to its own suppliers. Lengthening this term increases the availability of cash within the company, while effectively utilizing it as a short-term interest-free loan from suppliers. Excessive terms may damage key vendor relationships and lose valuable cash discounts.
Reforms to working capital to enhance liquidity
A focused approach and a set of reforms are needed to enhance liquidity across the working capital, or cash operating, cycle. In doing so the business can free up capital and produce an extremely sturdy balance sheet by managing inventory, receivables, and payables.
1. Stock Control Reforms
Stock tends to be the least liquid element of current assets and stock control reforms should therefore concentrate on optimum levels so that the business meets demand and yet inventory costs are not increased due to overstocking.
· Just In Time System: A JIT system synchronizes the purchasing of raw materials with the production process, eliminating the need for storage and the risk of obsolescence.
· Economic Order Quantity (EOQ): The EOQ model is a mathematical method for determining the quantity which should be ordered by management which balances purchasing costs and holding costs.
· ABC Classification: Stock can be classified based on its value and rate of turnover. A high value and high turnover "A" stock requires tight control and a minimum quantity; the "C" stock would have least controls and stock levels would be less strict.
2. Receivables And Credit Policy Reform 
Late Payments A business will lose all cash if customers pay on time. We must adopt an uncompromisingly tough policy for collecting late receivables, as business must enforce an honest credit system. 
3. Reforming Payables Management
Cash retention is important, however it needs to be handled through payables management without causing the supply chain to break.
· Terms renegotiation: A key principle is to try to negotiate the longest standard credit terms possible from suppliers.
· Strategic deferral: Companies should take the maximum credit period allowable to their last breath, i.e. Paid on the very last day and no earlier, unless a discount for early payment can yield an annualised return significantly higher than the companies own cost of funds.
Comparison of Short-term vs Long-term financing:
Short-term financing. Sources of funds which are for less than one year. Trade credit, bank overdrafts and short-term loans are examples of these kinds of financing and are commonly used for working capital, like stock or accounts receivable.
Pros of short-term financing.
· Lower interest rate than long-term financing
· It can be readily accessed and flexible.
· It is well suited for asset life cycle.
Cons of short-term financing.
· Higher refinancing risk.
· Volatility of the interest rate.
· Liquidity problem.
Long-term financing. The sources of funds like equity, loan or bonds, and are usually intended to cover investment in assets which are less liquid like strategic projects, plant and equipment or the cost for expansion in terms of research and development, or any capital-intensive projects.
Pros of long-term financing.
· No refinancing risk.
· Suited for the investment in assets that lasts for a long time period.
· Better liquidity position.
Cons of long-term financing.
· Higher cost of capital.
· Inflexibility.
· Dilution for equity.
Tesla: Given the good liquidity and cash position for Tesla, reliance on short-term financing is limited and consequently, the liquidity risk is also limited. However for investments such as building of Gigafactories and developing of AI framework on a large scale, the investment should be financed with long-term financing, mainly on equity.
Final analysis:Tesla should aim to have a stable structure by not having large amount of liabilities, hence, only using the internally generated resources and long-term loans and equity for its expansion strategy.

Strategic Financial Restructuring Plan
Financial restructuring is a key corporate activity, typically triggered not merely as a reactive response to a firm's financial problems but in anticipation of "unfreezing value," minimizing costs of capital and aligning the capital structure with strategic goals. In an environment of globalization and evolving macroeconomic conditions, a frozen capital structure can become a substantial liability. This strategic plan details alternative strategies for financial restructuring and analyzes the various effects on a firm, while considering the intricate legal, international, and ethical dimension that should underlie these decisions.
Recommended options for Financial Restructuring.
A tailored mix of restructuring on asset base and restructuring of capital structure is needed for a effective restructuring plan. Hereby, the options on the basis of the varying needs of the organization (from de-leveraging to hyper-growth orientation) have been recommended.
1. Divestitures and Corporate Carve-Outs
Businesses that have a history of aggressive expansion often face a problem referred to as "conglomerate discount" where the market prices a group of businesses for less than the sum of their individual values. Divestiture is essentially getting rid of an under performing, misaligned, or non-core business segment within a corporation.
· Sell-offs: These sales offer a lump sum of cash that can be used to pay off a highly costly liability or reallocated to invest in a businesses core businesses.
· Spin-offs: Alternatively a wholly-owned division could be spun off and become a public company with a portion owned by previous owners of the division and a portion by the prior company. These pure play entities are appealing to industry specialists and unlock the markets inherent value as well as allows the businesses to focus solely on their specific industry.
2. Mergers and Acquisitions (M&A)
Mergers and acquisitions are potent restructuring mechanisms where a firm wishes to accelerate growth, move into new geographic regions, or take on developing technology.
· Horizontal and Vertical Integrations: Merging with an existing competitor (horizontal) will not only massively expand market share and the power to command prices, but will generate large economies of scale. The acquisition of an existing supplier or distribution channel (vertical) helps secure the supply chain and shields profit margins.
· Financial Synergy: structurally, mergers are also very effective. A highly liquid and matured company may acquire a highly levered start-up with high growth potential and leverage the former's strong balance sheet to provide cash and significantly reduce WACC for the combined enterprise.
3. Equity Injection and Recapitalization
Insolvency concerns with high debt burdens mean that a company lacks operational flexibility. Injecting equity into the firm restructures the capital base through the introduction of new funds with no ongoing interest payments attached.
· Rights Issues: Where the current shareholders are invited to purchase additional equity at a discounted rate; it is a way of generating equity whilst protecting their existing stake.
· Private Equity / Strategic Partnerships: Introducing institutional investors injects funds into the firm, bringing with it not just capital but also governance structure and sector expertise. While a dilutive effect and possible board power loss is implied, the effect is to severely deleverage the firm, substituting fixed debt obligations for more flexible capital.
4. Debt Restructuring
If the company is in liquidity problems, but its business itself is healthy, there should be re-organization of the company's debt obligations. Options range from debt extension, reduction of interest rates and debt-for-equity swap, in which the creditor relinquishes part of the loan by way of ownership stake in the company. This will convert the creditor, usually on a confrontational basis, into an ally (shareholder) and directly address the problem of cash flow constraints.
Assessing the Outcome of the Restructuring
A restructuring plan's ultimate value is found in its system-wide outcome within three areas: value to the shareholders, the firm's debt structure, and the operational flexibility provided.
Value to the shareholders
On a short term basis, announcement of a restructuring--and specifically that of an equity infusion or dividend reduction--can have a negative impact on the firm's share price as the market absorbs the effects of the equity dilution or impending financial distress. Over the long term, however, the value of the shareholders should generally increase due to a strategically well-conceived restructuring. Divestitures will often result in the narrowing of the company's focus which, if desired, should lead to an increased EPS multiple as the market rewarded focus. Additionally, a well executed restructuring, which optimizes the firm's leverage ratios (reducing its D/E), will lower the firm's WACC. As the value of the firm is equal to the PV of its future cash flows, discounted by its WACC, a lowering of WACC must lead to a rise in value to the shareholders.
Value to the debt structure
Restructuring recalibrates the firms balance sheet by often paying down principle with the funds gained from a divestiture or converting debt into equity. This will lead to dramatic reductions in the firm's leverage ratios (e.g. D/EBITDA) as well as its Interest coverage ratios. Immediately upon restructuring a healthier balance sheet achieves two objectives, virtually eliminating any risk of a technical breach of its financial covenants, and usually providing an upgrade from its credit rating by agencies such as Moody's and S&P. Improved credit will consequently lower the cost of borrowing, thereby perpetuating the firms new, stronger financial state.
Value to the operational flexibility
The ultimate operational gain derived from a financial restructuring can be considered to be the regained operational flexibility of the firm's managers. An overburdened debt structure can have a binding affect, as cash that could be directed toward R&D, marketing or technological improvements, is rather directed toward creditors. By ridding the firm of its financial strain, management is now free to develop its operations and can react strategically to market disruptions, maintain stability through macroeconomic downdrafts without panics such as lay-offs, and make opportunistic investment.
International Dimensions
In an increasingly integrated global economy, the restructuring exercise cannot be conducted in a vacuum. When operations extend across borders, a number of macroeconomic and regulatory factors are also introduced to the mix.
· Taxes and regulations: Tax implications on a cross-border restructuring can be overwhelming. Management has to cope with BEPS rules, withhold taxes on capital repatriations, and varying corporate tax rates. For example, spinning off a subsidiary in a high-tax location into an entity based in a low-tax environment must follow the rules for transfer pricing very carefully to avoid regulatory sanctions. In the context of cross-border M&A, there are multiple antitrust authorities around the world to satisfy.
· Currency risk (foreign exchange exposure): The business often borrows in one currency to service its debt or fund its operations in another. It thus incurs significant transaction exposure and translation exposure. A business borrowing in US dollars to be repaid over a long period but generating most of its revenue in, say, emerging market currencies, can see its debt servicing costs double effectively in real terms as the US dollar strengthens. Robust strategies to hedge against such risks using futures and swaps are imperative.

Investment Appraisal and Capital Budgeting
Capital budgeting is the foundation upon which corporate finance is built, describing the process through which a firm chooses to commit its constrained resources with the objective of increasing long term shareholder value. Given that hyper-growth, capital intensive businesses such as Tesla-which regularly invests billions of dollars in building new Gigafactories, advancing autonomous driving AI, and developing new battery designs-require extensive project evaluation methods:

In the below study three mutually exclusive $50 million projects were analyzed through five appraisal techniques, namely Payback period, ARR, NPV, PI and IRR.
1. Quantitative analysis of project alternatives
We can evaluate these alternatives by deriving the below metrics using the base figures provided. Base is derived as 50m initial investment, 5 year project life, 10% discount rate and straight line depreciation to zero (equivalent to depreciation of 10m per year).
Project A Appraisal Cash flows
· (Y1-5) = 10m, 12m, 14m, 10m, 8m (Total=54m) 
· Average annual profit=Total cash flow(54m) minus depreciation(50m)=4m total profit=0.8m p.a. 
· PBP=Reaches 46m by Y4, need 4m of Y5 8m. PBP=4.5 years. 
· ARR = ($0.8 / 25)100=3.2% 
· NPV. Discount cash flows by 10% $NPV = \frac{10}{1.10^1} + \frac{12}{1.10^2} + \frac{14}{1.10^3} + \frac{10}{1.10^4} + \frac{8}{1.10^5} - 50 NPV=9.09 + 9.92 + 10.52 + 6.83 + 4.97-50 = $-8.67m 
· PI=$41.33 / 50=0.83 IRR. Discount rate that produces NPV zero. 
· IRR=2.8% 
Project B Appraisal Cash flows 
· (Y1-5)=11m (annuity) (Total=55m) 
· Average annual profit = Cash flows(55m) minus depreciation (50m)=5m total profit=1.0m p.a. 
· PBP = $50 / 11 = 4.55 years. 
· ARR = ($1.0 / 25)100=4.0% 
· NPV= Discount an annuity of 11m at 10% for 5 years. 
· $NPV = 11 \times \left[ \frac{1 - (1+0.10)^{-5}}{0.10} \right] - 50 NPV = 11 \times 3.791 - 50 = 41.70-50 = $-8.30m 
· PI= $41.70 / 50=0.83 IRR. 
· IRR=3.2% 
Project C Appraisal Cash flows 
· (Y1-5)=5m, 10m, 20m, 25m, 5m (Total=65m) 
· Average annual profit = Cash flows(65m) minus depreciation(50m)=15m total profit=3.0m p.a. 
· PBP=cumulative cash flow=35m by Y3, need 15m from Y4 25m. 
· PBP = $3 + (\frac{15}{25})=3.6 years. 
· ARR=($3.0 / 25)*100=12.0% 
· NPV=discount cash flows by 10%. $NPV = \frac{5}{1.10^1} + \frac{10}{1.10^2} + \frac{20}{1.10^3} + \frac{25}{1.10^4} + \frac{5}{1.10^5} - 50 NPV = 4.55 + 8.26 + 15.03 + 17.08 + 3.10 - 50 = $-1.98m 
· PI=$48.02 / 50=0.96 IRR. 
· IRR=8.5%
2. Recommendation and Rationale of Projects
The quantitative reality check : According to conventional corporate finance doctrine, all three projects must be rejected. It is a rule of capital budgeting to only undertake projects if their NPV is positive (NPV > 0) and their IRR is greater than the company's required rate of return, or cost of capital (IRR > 10%). The projects A, B and C have negative NPVs and negative IRRs.
The Required Decision: Project C
· On the contrary, if the management are forced to make a decision on this project (maybe for compulsory regulatory reasons, for crucial R&D, or to establish a lost leader for future market share), then it is clear that Project C should be selected.
· Financially it is far the most damaging NPV (-1.98m Vs. A's -8.67m, and B's -8.30m). It has the highest ARR (12%), highest PI (0.96), and the most importantly, the lowest Payback Period (3.6 years), meaning that capital of Tesla is least exposed to market risk for the minimum period.The cash-flow pattern; this has a profile weighted to later years, (highs in year 3 and 4). 
· While it penalizes the project NPV due to time value of money discounting, this pattern perfectly reflects the lifecycle of a large industrial manufacture project such as introducing a new Tesla platform. Capital cost years to produce volume, and then the cash generation increases significantly.
  Rationale Justification with Tesla Financials
· Profitability: Tesla has historically had trouble with maintaining a high automotive gross margins and is at risk due to global price cuts to promote demand. To undertake projects with negative NPVs directly challenges this concept. However, with an ARR of 12%,Project C will have a better affect on Tesla's income statements, in an accounting sense, over its entire life than A or B.
· Liquidity: Tesla is in an exceptionally sound financial position with current significant cash on its balance sheet. With its high liquidity, Tesla has the capacity to absorb the postponed cash inflows for Project C(with only 15m produced in the first 2 years) without having difficulties in paying short-term obligations.

Justification through Non-financial risks:
There can't be a "spreadsheet world" capital budgeting, qualitative risks can trump quantitative ones.
· Political Risk: The global environment where Tesla operates is subject to great political instability. A shift in tariffs between the U.S. And China/ Europe, changed EV subsidies (Inflation Reduction Act in the US) or environmental legislation will radically change cash flows. This makes the very short pay back period of 3.6 years important for Project C. The sooner Tesla gets their 50m back the less susceptible the money is to policy changes elsewhere (e.g. Changes in operations at Giga Shanghai or Berlin).
· Customer Loyalty/ Brand Equity: Tesla is about groundbreaking innovation (Full Self-Driving, Cybertruck, batteries). R&D, that is critical for retaining customer loyalty, often generates a negative NPV as the "return" is a qualitative aspect, protecting existing market share from new competitors such as BYD or Rivian. If project C is of crucial importance (e.g. "Model 2" of the Tesla line-up) protecting long term market share justifies a 1.98m loss on paper.
3. Capital Rationing Recommendation (Budget of 100m)
Capital rationing is encountered when a company has more than enough acceptable projects on hand than it has money to invest. Tesla is faced with a "hard" capital rationing constraint of 100 million.
With every project requiring a cash outlay of 50 million at the start of the project, Tesla is only in a position to fund two out of three projects with its budget of 100 million.
As all projects cannot be considered divisible (you can't build half a factory or spend half an R&D budget), they can't just be ranked by their PI and a proportional investment made. We must instead calculate the absolute aggregate NP Vs of all potential projects, and make our decision based on maximizing wealth (or, more accurately in this case, least diminishing it).
A summary of combination results:
Combination 1(Project A + Project B)
· Cost: 100m
· Combined NPV= −8.67m + −8.30m = −16.97m
Combination 2(Project A + Project C)
· Cost: 100m
· Combined NPV= −8.67m + −1.98m = −10.65m
Combination 3(Project B + Project C)
· Cost: 100m
· Combined NPV= −8.30m + −1.98m = −10.28m
The optimal combination:
Within the capital rationing restriction of less than 100m, Project B and C provide the best combination. Why? The combination of Project B and Project C destroys the least value for shareholders. Combined NPV is-10.28m which is greater than others. Also, diversification-wise the combination of B and C forms a well-balanced portfolio. B represents the stability element- its cashflows are constant at 11m per annum and so its liquidity for the company is well-predictable; C is the growth element- its cashflows are back-loaded and unstable but generates a far better overall nominal value(65m). So B could subsidise the slower start-up of C at Years 1 and 2 with its predictable cashflows and maintain stable cashflows.

Appendices
    


As shown in Appendix A (Figure 1), Tesla’s revenue growth stagnates after 2023, indicating a shift from expansion to consolidation.
      Introduction
The modern, increasingly volatile macroeconomic climate demands that, on one hand, management maintain tight control over a firm's short-term cash position while, on the other, make and justify sophisticated, long-term strategic decisions.
This document, providing a broad assessment of the firm's financial path, makes use of only fundamental data extracted from the income statement, balance sheet and cash flow statement to make an evaluation of the firm's financial position. 
It examines fundamental principles of financial management, pinpoints key inefficiencies in the company's current cash operating cycle and suggests ways that specific working capital reforms can unlock cash currently tied up in the firm's assets and liabilities. 
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As shown in Appendix B : Capital Rationing Summary (100m Budget Constraints)
     Conclusion
The firm faces intense market competition along with limited capital. These two problems can only be addressed by a very tight, multiple level management strategy of finances. As analyzed above, tightening receivable policies and managing inventory will be first and required steps to prevent liquidity drain and to reduce cash operating cycle. Based on this, it is necessary to restructure the business- either divesting or injecting equity- in order to decrease the gearing and increase maneuverability to face external turbulence. 
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Net Income Trend
Net Income ($B)	2021	2022	2023	2024	2025	5.5	12.5	15	7.1	3.8	Operating Margin Trend
Operating Margin (%)	2021	2022	2023	2024	2025	12	16.8	10	6	4.5999999999999996	Revenue Trend
Revenue ($B)	2021	2022	2023	2024	2025	53.8	81.5	96.8	97.7	94.8	2
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