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[bookmark: _Toc225378629]Financial Health Check
A financial health check is the evaluation of the financial performance and stability of a company using historical financial information and important financial ratios. This section examines the financial statements of Tesla over a 5-year period from 2020 to 2024 (USES, 2020) (USES, 2022) (USES, 2023) (USEC, 2024) (USES, 2021). The analysis focuses on profitability, liquidity, efficiency, gearing, investment and cash flow ratios in order to assess the company's financial position, operational performance and risk profile. Financial ratios are used extensively in interpreting financial statements, because it is possible to compare them from one period to another and detect trends in company performance. By analyzing Tesla's financial ratios, it is possible to evaluate how effectively the company has generated profits, managed its assets, maintained liquidity and financed its operations (Westerfield, 2022). The analysis also shows some of the strengths and potential threats that may influence the financial sustainability of Tesla in the future.
Tesla's financial statements clearly state the healthy business growth over the period of five year. The income statement shows that revenue has increased massively from $31.54 billion in 2020 to $97.69 billion in 2024, though net profit has declined in 2024 to $7.15 billion from $14.97 billion in 2023. This shows the nature of business that company has chosen to grow at faster pace with high sales, but it has resulted in lower profit margins. The statement of financial position displays major expansion as total assets went from $52.15 billion in 2020 to $122.07 billion in 2024 with equity also having a strong increase representing improved financial strength. The cash flow statement illustrates that the operating cash flow was still robust, growing from $5.94 billion in 2020 to $14.92 billion in 2024. However, capital expenditure also increased significantly, demonstrating that Tesla is continuing to invest in future growth.
[bookmark: _Toc225378630]Profitability Analysis
Table 1 Tesla Profitability Ratio Analysis (Self-Created)
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Profitability ratios are used to measure the ability of a company to generate earnings relative to its sales, assets and shareholders' equity (Brigham, 2019) In the 2020, Tesla has generated 2.29% and reached to 15.47% in the 2023, this suggests that company has maintained the consistent profitability. During these time, there has been also increase in sales volumes, which has helped them to convert the higher profit margin. However, in 2023 company has received the one-time non-cash tax benefit which has boosted the net profit margin (USES, 2023). This trend has shown the sudden drop in 2024, as the net profit margin has decreased to 7.32%, which can be resulted because of the higher competitive EV market as well as increased costs of production. This ultimately resulted in lower Net Profit margin.      
There has been growth observed in ROA from 1.38% in 2020 to 15.29% in 2022, suggesting that their investments in assets have given them a market competitiveness and sales, whereas in 2024 it has been reduced to 5.86% because of higher investments in mega-factories, AI technologies. Tesla's ROE jumped from 3.24% in 2020 to 28.16% in 2022, meaning the company was much more adept at using the funds of shareholders to generate profit. However ROE decreased to 9.81 in 2024 due to the decrease in profit and continuous increase in the company's equity. 
[bookmark: _Toc225378631]Liquidity Ratio 
Liquidity ratio is an important measure in the financial measure, which helps in understanding company’s capacity of paying short term financial obligations from its current assets (Durrah, 2016). As shown in the graph below, Tesla has maintained the current ratio well above 1, suggests that to have enough short-term assets to pay its liabilities. From the sudden deep in 2021-22, in the  year of 2023-24 (Figur-1), company has managed to increase it to 1.73 and 2.02, suggests the strong financial position against their short-term obligation and have enough cushion for any unexpected expense (More than double). 

Figure 1 Tesla: Current Ratio Analysis (Self-Created)
Tesla's quick ratio was also above 1 across the period, which shows that the company was able to meet its short-term obligations without relying on the sale of inventory. This shows that Tesla has enhanced its short-term financial stability and has sufficient resources to continue its operations.


Figure 2 Tesla Quick Ratio Analysis (Self-Created)
[bookmark: _Toc225378632]Efficiency Ratio

[bookmark: OLE_LINK1]Figure 3 Tesla Inventory Turnover Ratio (Self-Created)
Efficiency ratios assess the efficiency of a company in utilizing its resources to generate revenue and manage its operational processes.  Tesla has managed inventory turnover ratio to remain above 6, as lowest found in the year of 2022. In this year there has been also increase in inventory from $1.28 billion to $3.48 billion, as well as new logistics and factory investments (USES, 2022) So, overall it can be interpreted that dip in 2022 inventory turnover was an investment in long-term sustainability, where they have traded short-term turnover ratios for a more sustainable, lower-cost delivery model and global manufacturing objectives. 


Figure 4 Tesla Receivable Turnover Ratio (Self-Created)
Receivables turnover increased dramatically from 16.72 in 2020 to over 28 in 2021, suggesting that Tesla received payments from its customers much faster. This is a good indication because the faster the collection, the better the cash availability and the lower the credit risk. Although the ratio dropped to 22.11 in 2024, it is still strong, suggesting that Tesla is continuing to convert sales into cash effectively.

Figure 5 Tesla Asset Turnover Ratio (Self-Created)
Asset turnover improved from 0.60 in 2020 to 0.99 in 2022 which shows that Tesla became much better at using its growing asset base to generate revenue. However, the decline to 0.80 in 2024 implies that recent investment in factories, infrastructure and other assets has yet to lead to matching revenue growth. 
[bookmark: _Toc225378633]Gearing Analysis

Figure 6 Tesla Debt-to-Equity Ratio (Self-Created)
Gering ratio is an important measure that shows how much Tesla is reliant on the borrowed funds for future growth, suggests the financial risks associated with company. Tesla's debt-to-equity ratio has fell from 1.28(2020) to 0.66 (2024). This is a positive result which states Tesla’s profound strategical shift from business highly dependent on the external credits to the self-funding/earnings/shareholder’s equity (Nukala, 2021).  

Figure 7 Tesla Debt Ratio (Self-Created)
Tesla’s debt ratio has also been reduced from 54.49% (2020) to 39.64% (2024), suggests that now only small portion of assets are financed through liabilities. Although Tesla has generated the low profits in 2024, but lower debt helps company to allow spend large portion of money on future growth. 
Overall, gearing ratio suggests that Tesla has a positive command on the financial stability through low debt and being self-funded organisation. Working in a “cyclical” and “volatile” industry, where conditions can be changed by external or unfavourable global market conditions, this financial stability can give a fuel to growth (Sovanhangmeas, 2024). 
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Figure 8 Tesla Earning Per Share (Self-Created)
Investment ratios help in understanding the performance and growth prospects of the company for investors  (Morris, 2009). Investment ratio of Tesla indicates the company has went through a great period of fast-growth, as they have secured EPS increased strongly from 0.25 in 2020 to 4.73 in 2023 means company is making high profit and shareholder returns. 

Figure 9 Tesla P/E ratio (Self-Created)
Tesla's P/E ratio was very high in 2020, reflecting the great expectations of investors despite a low earnings level. This fell in 2022 as profitability improved but then again rose to 181 in 2024 as earnings fell but the share price remained high. This has implications that investors still foresee a strong future growth despite the weakening short-term profitability.

Figure 10 Tesla Earning Yield ratio (Self-Created)
Tesla's investment ratios indicate that the investors view the company as a future growth company and not an income-paying one. This is indicated by its low earnings yield and the fact that Tesla does not pay dividends. Even though net income took a big hit in 2024 when it did not reach $15.0 billion but came out to be around $7.09 billion, investor confidence remained high because the market seems to be confident that Tesla's future value is driven by new areas such as autonomy, AI and robotics. In 2024, Tesla delivered around 1.80 million vehicles but the company has also said that it is placing a bigger focus on AI-enabled products, as well as future platforms. This demonstrates that Tesla's market worth reflects more long-term expectations than just short-term profit.
[bookmark: _Toc225378635]Cashflow Analysis 
Cash flow ratios determine how well Tesla can generate cash from its operations and sustain the company's activities. The operating cash flow ratio has improved from 0.42 in 2020 to 0.58 in 2021 which means the company was able to generate stronger operating cash flow in relation to current liabilities. Although it decreased a little after, it stabilized and indicated that Tesla still generates decent working cash flows (Ahmad, 2024).
Table 2 Tesla Cashflow Analysis (Self-Calculated)
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Tesla had its highest cash flow margin in 2021 at 21.36%, indicating that Tesla was converting more of its revenue into operating cash. By 2024, it had fallen to 15.28%. But same year, operating cash flow was $14.9 billion in 2024 (USEC, 2024). The fall in the margin indicates that Tesla became less efficient in turning every dollar of revenue into cash. This was primarily due to the fact that the company was investing more into expansion, new technology, AI infrastructure and global factory growth. So, the margin declined but, nevertheless, Tesla was financially strong enough to be able to fund its future plans with its own cash (Laghari, 2023).
[bookmark: _Toc225378636]Working Capital Management 
Working capital management studies the efficiency of short-term assets and liability management handled by the firm in order to maintain liquidity and sustain daily operations. A major measure of this is the cash operating cycle or cash conversion cycle (CCC) (Kiymaz, 2024). The CCC shows the time taken for the cash to be tied up in inventory and receivables before the cash is retrieved from customers, allowing for the time taken to pay the suppliers. In simple terms, it is the measure of how fast an operating activity of a business gets turned back into cash (Asman, 2022).

Cash Conversion Cycle = Inventory Days + Receivable Days - Payable Days

Table 3 Tesla Cash Conversion Cycle (Self-Calculated)
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From the calculations of inventory days, it was observed that there has been changes in every year, as 47.46 days (2020), decreasing to 39.02 days (2021), then increasing to 57.52 days (2022) and again decreasing to 44.87 days (2024). This volatility has been observed because of the strategic shifts, as in 2021 because of the lean efficiency and high demand of Model 3 and Model Y resulted in lower inventory days. But in 2022, company has pivoted their focus from efficiency to resilience, with new factories and logistics transforms (USES, 2022). But control over inventory days has been regained in 2023-24, with the maturation of global manufacturing footprints (USEC, 2024), suggests the better control over the supply chain and finances. 
Receivable days continued to low in 2024(16.51) comparing from the 2020(21.83), suggests that company receives the cash from customers relatively quickly. Low receivable days helps company to convert the cash or profit from the revenue and the assets involved. This ultimately gives relief to the company from the pressure of the short-term financing (Yusuf, 2024). At the beginning of the period, Tesla was taking longer and longer to pay its suppliers, to 70 days in the year 2020 and 68 days in the year 2021. This had declined to around 47 days by 2024. This means that earlier Tesla had been holding its cash for longer before making payments that helped its short-term liquidity. In other words, the company was getting more benefit from credit from suppliers. However, it also means that Tesla holds cash for a shorter time, so the benefit of liquidity due to delayed payments has diminished.
The results of Tesla's cash conversion cycle shows how efficiently company is managing their working capital over the period of time. Negative CCC in the year of 2020-21 suggests that Tesla is collecting the cash from customer well before payments to the suppliers. This move is seen as a good opportunity for finances to operate through the trade credits. Atrill and McLaney (2021) also states that negative CCC helps in improving the liquidity and to overcome the need of external borrowings for day-to-day operations. This results have been changed in the year of 2023-24, as CCC becomes positive and reached to 14.80. But this results are still better than the manufacturing business, suggesting that Tesla is generating more cash from their operations. Westerfield and Jordan (2022) outlines in their finding that higher CCC can be because of higher inventory commitment or less favourable payment timing. And same thing has been observed with the higher inventory for the Tesla in same period of time. 
[bookmark: _Toc225378637]Liquidity improvement strategies 
An analysis of the financial data shows that there has been shift observed in Tesla's liquidity position. The Cash Conversion Cycle (CCC) that has been used as a measure of operational efficiency and resource allocation went from a very favourable negative standing in 2021 ($-15.97$ days) has moved to a positive 14.80 days in 2024. This trend indicates that Tesla has to finance its own operations for more length of time before cash inflows from sales is realized.



Inventory Optimization (DSO)
· Just-in-Time (JIT) Refinement – Companies like Tesla already a uses and produces using JIT. But with the jump in inventory days in 2022 the issues of in buffer stock has been created. Implementing AI-driven demand forecasting can help to reduce the 44.90 days of inventory sitting in the system.
· Liquidation of Slow-Moving Stock -There is a need of providing a special incentives or discounts for older model iterations, to help free up the cash that is currently tied up in the $12,017 million inventory balance.
Accounts Payable Extension (DPO Optimization)
One of the major reason behind positive CCC is the drastic fall of Payable Days from 70.03 (2020) to 46.61 (2024).
· Supply Chain Finance (Reverse Factoring) - Tesla can use its high credit standing to enable third-party financing of suppliers. This enables vendors to get early payment from financial institutions, and Tesla retains its long payment terms, thereby sustaining its internal cash reserves.
· Vendor Negotiation: Strategic re-alignment of the contracts with key battery cell manufacturers to match the payment outflows with the realization of revenue from vehicle sales.
[bookmark: _Toc225378638]Comparative Assessment of Financing Instruments
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Tesla's move to a positive Cash Conversion Cycle requires to take a two-pronged strategy involving operational tightening of inventory and receivables along with a strategic extension of payables. For immediate liquidity management, short-term commercial paper or revolving credit facilities are the most efficient instruments because they provide the agility needed to manage for the current 15-day funding gap without the structural burden of long-term debt.
[bookmark: _Toc225378639]Strategic Financial Restructuring Plan
Financial restructuring involves changing company's capital structure, asset base or financing strategy in order to improve financial stability, support growth and protect shareholder value (Fahdil, 2024). For Tesla, restructuring is relevant as previous financial analysis shows the company has managed to have higher revenue and gearing ratio, but profitability has been decreased in 2024. The above implies that Tesla is financially strong, but still needs to manage expansion carefully so that it does not reduce returns.
This section recommends three restructuring options: equity injection, selective divestiture and strategic partnerships or merger related expansion. These are assessed in terms of shareholder value, debt structure and operational flexibility. International and ethical issues like taxation, currency risk, inflation and CSR etc. are also taken into consideration.
[bookmark: _Toc225378640]Equity Injection
One realistic alternative for Tesla is additional equity injection via new share issuance or strategic equity investment. Tesla has already shored up the balance sheet with their reduced leverage, and additional equity funding could facilitate massive capital requirements in battery technology, AI systems, global manufacturing and charging infrastructure. As in the automotive sector, it requires the massive cash investments, to build and ramp the manufacturing facilities. Equity injection can help Tesla to overcome the issue of economic shocks, rising interest rates, or market slowdowns without the risk of insolvency. This can give company a flexibility to have long-term Growth. 
The major benefit of equity financing is that it decreases the need for debt. As Brigham and Ehrhardt (2019) explain, equity is a strengthening force of the balance sheet since it does not establish fixed repayment obligations. For Tesla, this would help preserve liquidity and reduce financial pressure in periods of weaker margins or uncertainty of market demand. It would also be in line with Tesla's declining debt to equity ratio, which indicates that the company has room to fund growth without dramatically increasing leverage.
However, equity financing can dilute the existing shareholders. This means that the effect on the shareholder value depends on whether the funds are used efficiently or not. If new equity is invested in projects that enhance productivity and augment competitive advantage and generate high future returns, the long-term gain of enhanced firm value may outweigh the dilution effect (Burkart, 2022). In Tesla's case, equity finance is best suited to strategic investment in the areas with high growth rates rather than short-term operating support.
[bookmark: _Toc225378641]Selective Divestiture
Another option can be a selective divestiture of non-core, or activities which are not providing a good returns to the company. Basically it is about freeing up some capital from the activities which are not making value to the company. Tesla can also get benefit from this by improving efficiency and profitability, and company has done this kind of activities in past. Like in 2019, they have shut down the stores to incurred $50 million cost and also $37 million facilities have been shut as it is not matching up with efficiency. For the future, Tesla should focus on phasing out less efficient technologies and models. And also they should review smaller underperforming units like solar roof installation units and “non-tesla vehicle marketing”, which are acquired by trade-ins against the EVs. This kind of activities can help company to enhance the shareholder value in long-run by transferring investments to higher returns (Pham, 2020). 
But this can be a tricky plan for the Tesla, as the company is wholly structured around the vertical integration. In such case, activities such as manufacturing, software, batteries, energy and services are closely connected, and selling off can affect the other business activities as well. For that reason, Tesla's only divestment strategy should be selective divestiture, based on strategic fit and financial performance rather than simply short-term cash generation.
[bookmark: _Toc225378642]Strategic Partnerships 
Strategic partnership and Merger-based expansion can also be a good option for the Tesla, as it can help in resource sharing particularly in developing new technology. Tesla operates in an environment which requires huge amount for infrastructure development and continuous growth. This can be highly applicable for the charging, battery production and factory development. For example, Tesla’s NACS charging agreements let other car manufacturers to use its’ charging networks, which can help them in generating a regular income. In such way, strategic partnership can help in reducing investment risk and increasing competitive advantage if the firms involved have complementary strengths  (Dubrovski, 2020).
At the same time, non-resource financing can be a good option for Tesla to increase the pace of international expansion. As regional loan is taken for one project, risk also stays with that one project only not the entire business (Gigafactory Shanghai). At the same time, Panasonic has made the partnership in this factory building and battery technological development, which has helped Tesla to lower the risk as well as to increase the speed of technological development, hence improved competitiveness (Tesla, 2014). 
[bookmark: _Toc225378643]Impact on Shareholder Value, Debt Structure and Flexibility
These restructuring strategies are expected to result in improved financial performance of Tesla as a whole in the future. Equity injection will boost the capital base of the company and lower the financial risk, but this may lead to slight dilution of shareholders. However, if they are invested in high-growth projects such as AI and automation, then shareholder value is likely to be raised in the longer-term.
Selective divestiture will assist Tesla to enhance profitability and efficiency by eliminating underperforming or non-core activities. This will enable the company to allocate its resources to areas with high returns, resulting in improved financial performance. Strategic partnerships will ease the expansion cost and risk by sharing costs and risks. This will help Tesla grow faster without having to take on too much debt.
Overall, these strategies will ensure that the debt structure is maintained, as there is no over-reliance on borrowing. At the same time, they will improve operational flexibility, they are able to respond quickly to market changes and technological advancements and cost pressures in the future at Tesla.
[bookmark: _Toc225378644]International and Ethical Considerations
Having the global business operations, Tesla has to consider all the aspects associated with the internation and ethical points. Currency risk is one that can severely affects the economic and restructuring operations, as in 2023 company faced a challenge in revenue decline because of strengthening of the U.S. dollar. Although, company’s approach of localised procurement and manufacturing provides the natural hedge to their operations, but movement of exchange rate can impact the profitability and investment returns. 
Taxation is also one of the important criteria to look for, as many countries are offering the tax incentives for EV production and energy investments. Tesla has also gained the 15% corporate income tax benefit in 2020-2023 (USES, 2021). In such case, it is very important for Tesla to structure the expansion in such a way that provide efficiency. And yet, it is very important that company remain transparent and compliant, which gives further boost. 
CSR and Ethical values are equally important for the global footprint. Tesla’s brand is already associated with the sustainability and renewable energy innovation, creates the foundation for the credibility. Every country has their own regulations related to environment protection and it is important for Tesla to comply it. This has been also stated that following ethical behaviour and practicing good governance helps in enhancing the long-term value of the business by building trust among the stakeholders (Celestin, 2024). 
[bookmark: _Toc225378645]Investment Appraisal and Capital Budgeting
Investment appraisal is made use of to evaluate the financial viability of the projects and assist in making a decision (Khaliq, 2025). For Tesla, the choice of investment is critical as large investments in capital determine the profitability, liquidity and long term growth. This section evaluates three projects proposed using Payback Period (PBP), Accounting Rate of Return (ARR), Net Present Value (NPV), Profitability Index (PI) and Internal Rate of Return (IRR), assuming a discount rate of 10%.
[bookmark: _Toc225378646]Payback Period 
Payback Period is used to measure the rate of recovery of the initial investment.
· Project A - 4.2 years
· Project B - 4.5 years
· Project C - 3.4 years
Project C has shortest payback period that is faster return of cash. This is important for Tesla as previously it had been analysed that there is some pressure on cash efficiency. A shorter payback decreases the risk of liquidity and increases the flexibility of the finances.
However, PBP disregards cash flows after recovery, and does not allow for the time value of money. Therefore, it should not be used against them alone.
[bookmark: _Toc225378647]Accounting Rate of Return (ARR)
ARR is a measure of average profit in relation to investment.
· Project A: ~16%
· Project B: ~11%
· Project C: ~16%
Projects A and C are better than Project B, meaning that higher accounting returns are earned. This is consistent with Tesla's desire to have a strong profitability, especially since the downturn in 2024 was observed. However, ARR is not based on cash flow but on accounting profit and does not consider timing hence is less reliable than NPV or IRR.
[bookmark: _Toc225378648]Net Present Value (NPV)
NPV is the most important method as it is the most important measure of value creation.
· Project A:-~0.7m (slightly negative)
· Project B: ~-£8.3m (negative)
· Project C: ~+£0.6m (positive)
Only Project C produces a positive NPV (meaning that it adds value to the firm after accounting for the cost of capital). According to corporate finance theory, projects with positive NPV should be accepted because they increase the shareholder wealth (Ross, 2020)
Project A is at or near break-even but still destroys value ever-so-slightly, whereas Project B performs poorly because there are lower overall returns.
[bookmark: _Toc225378649]Profitability Index (PI)
PI is a measurement of the value created for each unit of investment.
· Project A: ~0.99
· Project B: ~0.83
· Project C: ~1.01
A PI value greater than 1 means project is creating the value, in other words returns from project is higher than the invested value. Since the project C is only having the value greater than 1, it is the profitable and worth investing. 
[bookmark: _Toc225378650]Internal Rate of Return (IRR)
IRR shows the discount rate at which NPV becomes zero.
· Project A: ~9%
· Project B: ~3%
· Project C: ~11–12%
Since the required return is 10 percent only Project C is above the cost of capital. Project A is a little bit lower than Project B, while Project B is much lower. This proves that Project C is financially viable, while the others are not.
[bookmark: _Toc225378651]Overall Comparison 
In all the techniques, Project C does the best:
· Fastest payback - supports liquidity
· Strong ARR - good profitability
· Positive NPV - creates shareholder value
· PI > 1 → efficient investment
· IRR greater than 10% - financially acceptable
Project A is borderline and doesn't have the required return. Project B consistently performs worst and so should be rejected.
[bookmark: _Toc225378652]Recommendation based on Financial Performance
Project C is the best option for Tesla.
This recommendation is in line with Tesla's financial condition. The previous ratio analysis revealed that although Tesla enjoys good revenue growth and improving gearing, profitability deteriorated in 2024 and cash flow efficiency weakened a bit. This means that Tesla should prioritise projects that:
· Generate impressive returns (profitability focus)
· Increase cash recovery (liquidity focus)
· Create Long-Term Value (NPV Positive)
Project C meets every one of these criteria. Its faster payback helps in liquidity, which is important with the increase in the cash conversion cycle. Its positive NPV means that shareholder value will be improved, which is important since the market value of Tesla is so high.
Project A might seem acceptable from ARR but the negative NPV indicates that it is not really creating value. This points to the reason why NPV is preferred over the accounting-based measures (Brigham and Ehrhardt, 2019).
[bookmark: _Toc225378653]Non-Financial Considerations
Financial results are not sufficient. Tesla also has to take non-financial risks into consideration.
· Political risk is important because Tesla works in many countries, so project results can be affected by government rules, trade barriers or changes in EV support schemes. A project like C, which provides stronger returns sooner may be safer in the event of a sudden change in regulations.
· Customer loyalty and demand is also important as Tesla relies on customer interest in their products. Project C has stronger cash flows in the middle years, which suggests it is a good option for growth and expansion and might help Tesla keep customers engaged in the long term.
· Technological risk is also a factor since innovative projects are never without uncertainty. However, if a project will recover cash back faster, the company is less exposed to changes or failure of technology over time.
· Sustainability and ESG are also relevant as Tesla is interested in clean energy and innovation. Projects such as C, which foster efficiency and future expansion, are more in line with Tesla's overall mission and long-term strategy.
Overall, Project C offers a better balance of financial return and risk exposure.
[bookmark: _Toc225378654]Capital Rationing Decision (£100m Limit)
Tesla is allowed to invest in up to two projects (each costs (GBP)50m).
Possible combinations:
· A + B > total NPV is very much negative
· A + C → NPV = (-0.7 + 0.6) ≈ -0.1 (near zero)
· B + C → NPV = (-8.3 + 0.6) ≈ -7.7 (negative)
The optimal choice is Project C + Project A, which has the largest sum of returns, despite the slightly negative total NPV.
However, a better rational decision is:
Invest only in Project C - reject others
This is due to the fact that capital budgeting theory clearly states that firms should only accept projects with positive NPV. When a company invests in negative NPV project, it decreases the wealth of their shareholders (Ross, 2020).
If Tesla has to make full use of the budget of 100m then A + C is the least damaging solution. But from a value maximisation perspective, the only decision is Project C, which is the strongest decision.
[bookmark: _Toc225378655]Summary
Analysis shows that the only project that fits all financial criteria is Project C. It has the shortest payback period, good accounting returns, positive NPV, PI more than 1 and IRR more than the required rate of return. This means that it generates value for the shareholders while it is also able to support liquidity and profitability.
Project A is marginal and Project B is obviously not suitable. When taking into account Tesla's financial position, including some recent stress on profitability and efficiency of working capital, the Project C offers the optimal balance between return and risk.
Under capital rationing therefore, Project C should be the priority. If more investment is needed, Project A can be considered as a second choice perhaps, but with caution. Overall, Project C is the most financially and strategically appropriate investment for Tesla to make.


[bookmark: _Toc225378656]Conclusion 
Overall the analysis shows that Tesla is financially strong, with significant revenue growth, improved liquidity and reduced dependence on debt. However, the trend of declining profitability and efficiency in 2024 shows increasing competitive pressure and difficulties of fast expansion. The working capital analysis shows that even though liquidity is stable, more cash is now tied up in operations which might suggest the need for better management of inventory and payment problems. Strategic restructuring options like equity financing, selective divestiture and partnerships are important to facilitate future growth while remaining financially stable. The investment appraisal found Project C to be the most suitable option because it generates value and is liquidity friendly. Overall, Tesla is challenged to balance growth and efficiency to maintain long term performance in a competitive and technology driven market.
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Current Ratio	
2020	2021	2022	2023	2024	1.8751403705783267	1.3752854605430094	1.53195552061103	1.7258939752330598	2.0249123902709831	


Quick Ratio	
2020	2021	2022	2023	2024	1.5873104997192589	1.0831261101243339	1.0512561308922086	1.2519131765688047	1.6079594739946568	


Inventory Turnover	
2020	2021	2022	2023	2024	7.6898317483540604	9.3491401771756131	6.3448866734169327	7.1020842506971968	8.1293168011983017	



Receivable Turnover	
2020	2021	2022	2023	2024	16.721102863202546	28.135389440669105	27.595528455284551	27.5863740022805	22.111815301041194	



Asset Turnover Ratio	
2020	2021	2022	2023	2024	0.60474035437600671	0.86628253206933736	0.98936092691102528	0.90766099532911892	0.80027852871303351	



Debt-to-Equity 	
2020	2021	2022	2023	2024	1.2786501687289089	1.0118917486501706	0.81513958482462423	0.68667177571287163	0.66366765871655264	


Debt Ratio	
0.54494899133236174	0.49167082454813216	0.44256600840438193	0.40339342324935751	0.39641189481445072	


Earning Per Share	
2020	2021	2022	2023	2024	0.2576840600428878	1.9074011490368368	4.0214057507987224	4.7177063642091994	2.2374100719424459	


P/E	
2020	2021	2022	2023	2024	940.88	188.37433155080211	30.641791044776124	52.532769556025364	181.09417040358744	


Earnings Yield	
2020	2021	2022	2023	2024	1.0628347929597824E-3	5.3085788905921768E-3	3.263516804676083E-2	1.903573728267869E-2	5.5219889064976229E-3	
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