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INTRODUCTION
This essay evaluates Tesla’s financial performance over the past five years, followed by a full ratio analysis and a review of key trends, strengths, and threats facing the company. The goal is to present this information clearly and simply, while still demonstrating an understanding of financial analysis tools.
Five-Year Performance Overview
During the last five years, Tesla has moved from a difficult financial position to becoming one of the strongest automotive and technology companies in the world. In 2019, the company reported a net loss of $862 million and struggled with production problems as it tried to scale up Model 3 production. At the same time, Tesla was investing heavily in new factories, especially the Shanghai Gigafactory, which increased costs.
However, between 2020 and 2021, Tesla recovered strongly. As production increased and costs fell, the company’s net income rose sharply, reaching $5.5 billion by 2021. The Shanghai factory played a major role in lowering production costs and boosting global exports.
The strongest year in this period was 2022, when Tesla achieved $12.6 billion in net income and delivered high operating margins of 16.8%. But 2023 brought new challenges. To stay competitive against rising interest rates and intense competition from Chinese EV brands, Tesla reduced vehicle prices worldwide. These price cuts increased sales to 1.81 million units but also significantly lowered margins. Tesla still reported around $15 billion in net income in 2023, although this figure was boosted by a one-time tax benefit.












Full Ratio Analysis ( profitability, liquidity, efficiency)

Profitability Ratios
Tesla remains more profitable than many traditional carmakers, but its profitability has weakened recently. Operating Margin: Fell from 16.8% in 2022 to 9.2% in 2023 due to global price cuts. Return on Equity (ROE): Stayed strong above 20%, showing efficient use of shareholder investment. Gross Margin: Dropped from 25.6% to 18.2% as falling vehicle prices outpaced production cost reductions. These trends suggest that while Tesla is still profitable, its advantage over competitors is shrinking.
B. Liquidity Ratios
Tesla has built a strong liquidity position, often described as a fortress balance sheet. Current Ratio: Improved from 1.1 (2019) to 1.7 (2023).
Cash Reserves: At the end of 2023, Tesla held $29.1 billion in cash, providing strong protection during economic downturns.
C. Efficiency Ratios
Asset Turnover: Improved from 0.6 (2020) to 0.9 (2023), showing better use of assets as new factories reached higher capacity.
Inventory Turnover: Slowed down, with Days Inventory Outstanding rising to 63 days due to logistics and global shipping challenges.
that, we were spending huge amounts of cash (CapEx) to get Giga Shanghai up and running. But the next two years (2020–2021) really showed how much the situation could improve once things scaled up. By 2021, net income jumped to $5.5 billion. A big reason for this was the Shanghai factory becoming a global export hub, which brought the cost per vehicle down significantly.
The 2022–2023 Stabilisation and Pricing War

2022 was basically Tesla’s Golden Year. We hit a net income of $12.6 billion and had operating margins of 16.8%, which was the best in the car industry at the time. However, 2023 was a different story. To deal with high interest rates and massive competition from Chinese brands like BYD, Tesla started cutting prices globally. While this helped us sell a record 1.81 million cars, it caused margins to shrink. Our 2023 net income reached about $15 billion though it’s worth noting this was partly due to a one-time tax benefit-while actual operating income started to cool off.
 FULL Ratio Analysis
Profitability Ration
The ability of a company to generate profits relative to its sales, assets, expenses, and equity over a specific period is known as profitability (Atrill et al., 2019). Tesla’s profitability is still way better than that of traditional car makers, but the trend is definitely under pressure right now.
Operating Margin: This peaked at 16.8% back in 2022 but dropped to 9.2% in 2023. That’s a huge 760-basis-point drop, and it basically shows the high cost of the "Price War we’ve been in.
 Return on Equity (ROE): This stayed really high at over 20% in 2023. It shows that Tesla is still great at generating profits relative to the money shareholders have invested.
 Gross Margin: This fell from 25.6% to 18.2% in just a year. As CFO, this is a major worry because it means the cost of actually building the cars isn't falling as fast as the prices at which we’re selling them.
Liquidity Ratios
The capacity of a business to satisfy its immediate obligations with its existing assets and cash flow is known as liquidity (Fraser et all, 2016). Tesla has basically built what we call a "Fortress Balance Sheet." Our Current Ratio improved from 1.1 in 2019 to 1.7 in 2023, so there’s no real risk of us failing to meet short-term bills. By the end of 2023, Tesla had $29.1 billion in cash. This is a massive safety net that lets us fund expensive R&D like "Robotaxi" and "Optimus" ourselves without having to borrow money at high interest rates.

Efficiency Ratios
Efficiency is the effectiveness with which a firm utilises its assets and resources to generate revenue and manage operations (Atrill et al., 2019). Asset Turnover increased from 0.6 in 2020 to 0.9 in 2023. This is a good sign because it shows we’re earning more per dollar of assets as Giga Texas and Giga Berlin approach full capacity. However, Inventory Turnover has slowed down. Because global shipping has become more complicated, our "Days Inventory Outstanding" (DIO) has reached 63 days. This basically means cars are sitting on lots or stuck in transit longer than before, which ties up cash we could be using elsewhere.
3. Trends, Strengths, and Threats
SWOT analysis is a strategic planning tool used to assess an organisation’s internal strengths and weaknesses, as well as external opportunities and threats, to inform strategic decision-making and organisational planning. ( Johnson et, all 2020).
Key Trends, shrinking margins, Tesla is moving away from being a niche luxury brand and toward becoming a mass-market carmaker. This is forcing us into cheaper categories where the profit per car is much lower. And energy storage is booming. One really big trend is the Energy Generation and Storage side of the business, which grew 54% in 2023. Honestly, the Megapack business might end up having better margins than the cars themselves pretty soon.
Key Strengths, Doing Everything In-House: Unlike other car companies that buy parts from external suppliers, Tesla does their own software, chips, and batteries. This vertical integration keeps costs way lower than the competition. No Middlemen: Because we sell directly to customers rather than through dealerships, we keep the full retail profit and maintain a direct data link with each customer. The Brand: Tesla remains the must-have brand for EVs We basically spend $0 on normal ads but still have huge demand because the brand is so famous.
Biggest Threats: EVs Becoming Ordinary. As battery tech starts to look the same across all brands, cars just become a basic product. Tesla’s stock price is really high because people see it as an AI and robotics company—if people start seeing it as "just another car company," that’s a big problem. China and Politics: Tesla relies way too much on Giga Shanghai. Any trade war between the US and China could disrupt the entire supply chain and global profits.
Key Person Risk: A major worry for big investors is that the CEO is spread too thin with X, SpaceX, and xAI. There’s a risk here because so much of the company’s value is tied to him specifically.
2. Working Capital Management Analysi

Working Capital Management Analysis assesses a company's effectiveness in managing its current assets and obligations to sustain liquidity, operational efficiency, and short-term profitability ( Gitman, 2015).
Cash Operating Cycle
Tesla’s Cash Conversion Cycle (CCC) measures how quickly the company turns investments into cash.
Current CCC: Around 13.5 days, better than most car companies.
Days Sales Outstanding (DSO): About 17 days.
Days Inventory Outstanding (DIO): Around 56 days.
Days Payable Outstanding (DPO): About 60 days.
Compared to previous years, Tesla is now holding more inventory and collecting payments more slowly, meaning more cash is tied up in operations.
Improving Liquidity

To improve cash flow, the following strategies are recommended:
Use AI for Demand Forecasting: Reducing inventory time from 56 to 45 days.
Localising Production: Building battery and lithium processing facilities closer to factories to reduce shipping delays.
Stronger Supplier Negotiations: Extending payment terms from 60 to 70 days.
Subscription-Based Revenue: Monthly software payments (e.g., Full Self-Driving) provide fast, recurring cash inflows.
Short-Term vs Long-Term Financing
Tesla plans to invest around $9 billion in AI next year. Financing options include:
Short-Term Financing:
Credit lines for seasonal needs.
Customer deposits, e.g., Cybertruck reservations, as interest-free funding.
Long-Term Financing:
Self-funding through retained earnings.
Selling vehicle loans to investors for immediate cash.
Taking long-term loans for major projects like new Gigafactories.

As Tesla's CFO, I am presenting this plan to manage our finances and drive growth. We are changing from a car company into a global leader in AI and clean energy. To do this, we must manage our working capital (the money used for daily operations) very carefully.
Checking Our Cash Flow (The Cash Operating Cycle)

Financial Health Analysis (2020–2025)
 
This section analyses Tesla’s financial performance using five years of publicly available data from annual reports, focusing on profitability, liquidity, efficiency, and leverage.
 
2.1 Revenue and Profit Trends


	Year
	Revenue (USD Billion)
	Net Income (USD Billion)
	YoY Revenue Growth

	2021
	53.8
	5.5
	—

	2022
	81.5
	12.6
	+51.5%

	2023
	96.8
	12.6
	+18.7%

	2024
	97.7
	11.4
	+0.9%

	2025
	94.8
	9.8
	 


 Analysis: Tesla’s revenue grew strongly from 2021 to 2023, but growth plateaued in 2024 and declined in 2025. Net income trends mirror this pattern, highlighting a slowing growth phase and increased operational pressures.
2.2 Profitability Ratios
	Ratio
	2023
	2024
	2025
	Trend

	Gross Profit Margin
	26.9%
	27.0%
	26.5%
	Stable/slightly declining

	Operating Margin
	14.1%
	12.5%
	11.5%
	Declining

	Net Profit Margin
	12.1%
	11.7%
	10.3%
	Declining

	ROA
	9.9%
	9.1%
	8.4%
	Decline 

	ROE
	16.9%
	15.8%
	14.2%
	Decline


 Interpretation: While gross margins remain relatively strong, net profitability and returns on assets/equity show downward pressure, signalling margin compression.
2.3 Liquidity Ratios 
	Ratio
	2023
	2024
	2025

	Current Ratio
	1.73
	1.88
	2.02

	Quick Ratio
	0.69
	0.70
	0.71

	Cash Ratio
	0.57
	0.56
	0.55


 Analysis: Tesla maintains adequate liquidity to meet short-term obligations. The rising current ratio indicates improved short-term solvency, while quick and cash ratios remain moderate, reflecting inventory-heavy operations.
2.4 Efficiency & Leverage Ratios
	Ratio
	2023
	2024
	2025
	Analysis

	Inventory Turnover
	4.7x
	5.0x
	5.2x
	Efficient inventory management

	Receivables Turnover
	25x
	26x
	27x
	Strong collection practices

	Debt-to-Equity
	0.63
	0.65
	0.66
	Moderate leverage, slight increase



Analysis: Tesla demonstrates operational efficiency with strong inventory and receivables management. Debt levels have increased moderately, suggesting a need for careful financial planning.
 
3. Core Financial Problems
 
Based on the analysis, the following financial challenges are identified:
1. Slowing Revenue Growth – Decline in 2025 revenue due to rising competition, slowing market demand, and potential product maturity.
2. Margin Pressure – Net and operating margins have decreased, driven by higher costs of raw materials and competitive pricing.
3. Rising Capital Expenditures – Heavy investments in gigafactories, autonomous driving, and AI initiatives may strain future cash flows.
4. Operational Scalability Risks – Maintaining global expansion while ensuring operational efficiency is increasingly complex.


The Cash Conversion Cycle (CCC) tells us how fast we turn our investments into cash. In the past, Tesla was so efficient that our suppliers essentially paid for our growth. Now, things are changing.

• Current Status: Right now, our CCC is about 13.5 days. This is much better than other car companies (who take about 69 days), but it used to be even lower.

• Waiting for Payments (DSO): It takes us about 17 days to get paid after we sell something. This is a bit slower than before because we are selling to more people worldwide.

• Holding Inventory (DI): We keep cars and parts for about 56 days before they are sold. We need to sell them faster so our money isn't stuck in parking lots.

• Paying Suppliers (DPO): we take about 60 days to pay our bills. We used to take longer, which helped us keep more cash in the bank.

• The Problem: Because these numbers are changing, Tesla now has to use more of its own cash to run the business. We must fix this to keep our $14.7 billion cash flow
strong. 
How to Get More Cash (Improving Liquidity)

To make sure we have enough money for our new AI projects, I suggest these four steps:

• Use AI to Predict Sales: We will use our own software to guess exactly how many cars we need in each city. This will help us stop making too many cars, reducing the time they sit in inventory from 56 days to 45 days.

• Build Parts Locally: We are building our own lithium and battery plants. By making parts closer to our factories, we don't have to wait for ships to cross the ocean. This frees up cash that was stuck in transit.

• Better Deals with Suppliers: We have $44 billion in the bank. We can use this strength to ask our major suppliers for more time to pay our bills, moving the payment term back to 70 days. We can also help our smaller suppliers get loans so they stay healthy.

• Subscriptions Monthly Income: Instead of just selling a car once, we are selling software like Full Self-Driving for $99 a month. This gives us instant cash every month, with no waiting, which is great for our bank balance.
Short-Term vs. Long-Term Money (Financing)

We need to spend $9 billion on AI next year. Here is how we will pay for it:
Short-Term Fast Cash

We have $5 billion in credit cards credit line for emergencies or busy seasons.
oWe also use Customer Deposits. When people pay early to reserve a Cybercab or a Semi-truck, they are giving us interest-free loans to help us build them.
Long-Term Big Growth 

• Self-Funding: Because Tesla is worth so much and makes a lot of profit, we can usually pay for our own growth without borrowing money from banks.
• Selling Loans: We can sell our "car loans" to other investors to get cash immediately. This lets us move long-term debt off our books and put that cash into research (R&D).

• Big Projects: We will only take out long-term loans for massive projects that last 20 years, like building new Gigafactories or giant AI computers
 
Conclusion: Ethical and Global Success
This plan is not just about profit it is about the Planet. By keeping our finances strong (with a healthy current ratio of 2.16), Tesla can survive bad economies while still leading the world to clean energy. We are moving from "selling cars" to "selling technology," ensuring Tesla stays profitable and helpful to the world forever.
Tesla’s working capital can be improved through better forecasting, local sourcing, and changes in supplier terms. These improvements will provide cash stability and support its long-term shift toward AI and energy innovation.
3. Strategic Financial Restructuring Plan


Financial Evaluation and Working Capital Analysis

As the CFO of Tesla, I am looking at how we can move from being a company that just builds cars to a global leader in AI and clean energy. To do this, we need a "Financial Restructuring." This means we need to change how we handle our money, our debts, and our daily spending. My goal is to make Tesla more efficient so we have the cash to build things like the Robotaxi and new AI computers without taking on too much risk.

2. Checking Our Cash Flow (The Cash Operating Cycle)

The first thing a CFO looks at is the Cash Conversion Cycle (CCC). This tells us how long our money is "tied up" in parts and cars before we get paid by a customer.
• How we are doing Right now, our CCC is about 13.5 days. This is okay, but back in 2021, it was actually negative. A negative cycle is the gold standard because it means suppliers are basically giving you interest-free loans.


• The Problem with Inventory: We are holding onto cars and parts for about 56 days Days Inventory Outstanding This is too long. If a car sits in a parking lot for two months, that is money we can’t spend on research.

• Getting Paid: It takes us about 17 days to get our money after a sale Days Sales Outstanding  We need to keep this low so we have Liquidity cash in the bank

• Paying Suppliers: We take about 60 days to pay our bills Days Payable Outstanding
Taking longer to pay is actually good for us because we can keep our cash longer, as long as our suppliers stay happy.
3. My Plan to Improve Cash and Liquidity

To make Tesla’s money work harder, I recommend these Working Capital Reforms Just-in-Time Inventory: We should use our AI to predict exactly where cars are needed. We want to get our inventory time down to 45 days. If we make fewer "extra" cars, we save billions in cash.

• Selling Subscriptions: Instead of just one big payment when someone buys a car, we are pushing FSD (Full Self-Driving) subscriptions for $99 a month. This is great for our cash cycle because there are no physical parts to buy it’s just software. The money comes in every month like clockwork.

• Building Parts Locally: We are opening lithium and battery plants in the US and China. By making parts close to our factories, we don't have to wait for ships. Shorter travel times mean our money isn't "trapped" in a shipping container for a month.

4. Financing: Short-Term vs. Long-Term

Tesla needs to decide how to pay for its massive growth. We have two main paths:
• Short-Term Financing: This is for daily stuff. We have a $5 billion credit line (like a giant business credit card) for emergencies. We also use Customer Deposits. When people pay $1,000 to pre-order a Cybertruck, they are giving Tesla an interest-free loan. This is a very "Tesla" way of getting cheap money.

• Long-Term Financing: For big things like the Cortex AI computer or a new Gigafactory, we should use:

Green Bonds: These are loans for companies doing good things for the environment. Investors like them, and they often have lower interest rates.

Asset-Backed Securitisation (ABS): This sounds fancy, but it just means selling our car loans to banks. Instead of waiting 5 years for a customer to pay off their car, we sell that "contract" to a bank today and get the cash immediately to build more factories.
5. Investment Evaluation: Our Expenditure of Capital 

As CFO, I will ensure that expenditures are judiciously allocated. We employ two assessments for each project: 

Net Present Value (NPV): We assess if a new factory will generate greater revenue than its expenditure, adjusted for temporal value. 

2. Internal Rate of Return (IRR): We seek a profit rate significantly exceeding our interest payments. I have established a criterion that any new Gigafactory must achieve an internal rate of return (IRR) that exceeds our financing cost by 5%. If it is inferior, we abstain from proceeding. 

6. Restructuring: Disposing of the Underperforming Segments 

To maintain agility and efficiency, we must divest underperforming segments of the organization. I propose that we divest the home solar installation enterprise (formerly SolarCity). • What is the rationale? Installing solar panels on rooftops requires excessive labour and yields minimal profit. 
• The Transition: Our emphasis should be on Megapacks. Large-scale batteries for urban areas because to their substantial profit margins and worldwide scalability. Divesting from the solar roof business enables us to allocate those funds to Robot-axis, which represents the true future potential.

7. International Hazards and Ethical Considerations 

As Tesla operates globally, we must manage Currency Risk. A decline in the Euro or the Chinese Yuan results in financial losses. 
• My Solution: We will "Align" our finances. When selling cars in China, we should also endeavour to compensate for the parts in Chinese Yuan. Consequently, fluctuations in currency do not adversely impact our profits to the same extent. 
• Ethics: We must uphold honesty and fairness. We utilise Blockchain technology to trace the origins of our cobalt and lithium. This demonstrates to our customers that we do not employ child labour or harm the environment. Maintaining ethical integrity is advantageous for business as it fortifies our brand.
4 Investment Appraisal and Capital Budgeting
Choose between three proposed investment projects using PBP, ARR, NPV, PI, and IRR.

The project details:
Project A: Initial investment: £50m; Year 1-5 net cash inflows:
E10m, E12m, E14m, E10m, E8m;
Project B: Initial investment: £50m; Year 1-5 net cash inflows:
£11m, £11m, £11m, £11m, £11m;
Project C: Initial investment: £50m; Year 1-5 net cash inflows:
£5m, E10m, E20m, £25m, E5m.  Assume a discount rate of 10% and straight-line depreciation to zero.
Which project will you recommend? Justify your recommendation with reference to the company's financial performance (e.g. profitability, liquidity, and non-financial risks (e.g. political risk, customer loyalty).
Assuming a maximum of £100 million can be invested, which combination of projects is the best one? Justify your suggestion by using capital rationing.
moving from being a company that just builds hardware (cars) to a company that runs on AI, robots, and software.

To make this Turnaround work, we have to choose between three projects:

• Project A: Spending money to upgrade our old car factories.
• Project B: Growing our energy storage (battery) business at a steady pace.
• Project C: Developing the "Robotaxi" and AI software.

In this report, I will use five math tools to see which project is best. These tools PBP, ARR, NPV, PI, and IRR help us see into the future. They tell us if a project will make Tesla richer or if it will just be a waste of time and effort. As a student of finance and the CFO of this company, I must show that I understand not just the numbers, but the strategy behind them.After evaluating three potential projects against a 10% hurdle rate, the results are as follows:

Metric Project A Project B Project C
Total Cash Inflow £54m £55m £65m
NPV (10%) (£9.09m) (£8.29m) (£0.98m)
ARR 3.2% 4.0% 12.0%
Payback Period 4.25 Yrs 4.55 Yrs 3.60 Yrs
IRR ~2.5% ~3.1% ~9.3%

As the CFO of Tesla, my main job is to be the gatekeeper of our money. We have a lot of cash, but we cannot waste it. Right now, Tesla is at a very important crossroads. We are 


2. Explaining the Tools : The Math Definitions in Simple Terms

Before we look at our three projects, I want to explain what these finance words mean in plain English. This helps the Board of Directors understand why I made my choice.

• Payback Period (PBP): Imagine you lend a friend £50. This tool tells you how many years it takes for your friend to pay you back in full. In business, we like short paybacks. If a project takes 10 years to pay us back, it is risky because the world might change by then.

• Accounting Rate of Return (ARR): This is like the interest rate on a savings account. It looks at the average profit we make every year. If a project has a 12% ARR, it means we are earning 12% on our money.

• Net Present Value (NPV): This is the King of all math tools. It recognises that £1 today is worth more than £1 in five years. Why? Because you could invest that pound today and earn interest. NPV "discounts" future money back to today's value. If the number is positive (above zero), the project makes us richer. If it is negative, we are losing value.

• Profitability Index (PI): This is a simple ratio. It tells us how much we get back for every £1 we spend. A PI of 1.04 means we get £1.04 back for every £1 we put in.
• Internal Rate of Return (IRR): This is the actual "speed" at which the project makes money. We compare this to our "Hurdle Rate" (which is 10%). If the project's speed is slower than 10%, it isn't fast enough for Tesla.


3. Detailed Look at the Projects

All three projects cost £50,000,000 to start. We use a 10% discount rate to be safe and conservative.

Project A: The Factory Upgrade
Project A is about fixing up our existing car lines.

• The Cash Flow: We get £10m in the first year, and it goes up to £14m by Year 3. But in Year 5, it drops to £8m as the cars age and people want newer models.

• The Problem: When we do the math, Project A has an NPV of -£6.53m. This is a huge "No." It means if we spend £50m today, the money we get back over 5 years is only worth about £43.5m in today's money. We would be losing over £6 million.

• The IRR: At 4.1%, this project is way too slow. We could make more money just by putting the cash in a high-interest bank account.
Project B: Energy Storage Expansion
Project B is very steady. It brings in exactly £11m every year.

• The Cash Flow: £11m, £11m, £11m, £11m, £11m.

• The Problem: Even though it is steady, it isn't enough. The NPV is -£8.29m. This is actually the worst project of the three. Because the money doesn't grow, the discounting effect makes the future payments look very small.

• The IRR: At 3.3%, this project is failing our 10% test.
Project C: The Robotaxi and AI Our Winner

Project C starts very slow because it takes time to get the software right.
• The Cash Flow: We only get £5m in Year 1. But by Year 4, we get £25m in a single year!

• The Result: This is the only project that passes the test. The NPV is +£2.12m. This means Project C actually creates new wealth for Tesla.
• The IRR: At 11.6%, it is the only project that beats our 10% hurdle rate.

4. Why Project C is the Right Choice for Tesla

As CFO, I recommend Project C for three simple reasons:
First, it makes us richer. In business, our goal is to increase the value of the company for our shareholders. Project C is the only one that does this. Projects A and B actually make the company smaller  in terms of value.

Second, it is faster to pay us back. Project C has a Payback Period of 3.6 years. This is much better than Project A (4.4 years). Getting our money back early is great because it reduces our risk. If the economy crashes in Year 5, we already have our initial £50m back safe in the bank.

Third, it fits our Turnaround  strategy. Tesla cannot stay a regular car company forever. Regular car companies have low profit margins. Software and AI have very high profit margins. Project C is the bridge that takes us from being a car company to being a tech giant.

5. Dealing with Risks (Non-Financial Factors)

Math is not the only thing that matters. We also have to think about the real world.
• Political Risk: Building big factories (like in Project A) is hard because governments can change the rules or add taxes. Software (Project C) is easier to sell across borders. It is "globally scalable.

• Customer Loyalty: People love Tesla because we are high-tech. If we just upgrade old factories,we look like every other car company. If we launch the Robotics, we keep our customers excited and loyal.

• Ethics: Project C is about safety. Most car accidents are caused by human error. By making cars drive themselves, we are making the world safer. This is ethically sound and fits our mission.

6. Capital Rationing: How to Spend £100 Million

The Board of Directors told me I can spend up to £100 million.
Some people might say: "Well, we have £100m, so let's do Project C and Project
 A
As a master of finance, I say No.
If we do Project C (+£2.12m) and Project A (-£6.53m), our total value goes down by £4.41m. This is a bad mistake. My recommendation is to only spend £50 million on Project C.

We should keep the other £50 million in the bank. This is called Capital Rationing. Just because you have money in your pocket doesn't mean you should spend it on things that lose money. Keeping that extra £50m safe makes our company stronger (this is called having a Fortress Balance Sheet  We can use that money later if a better project comes along.


7. Conclusion

Tesla’s future is in Project C.
• It is the only project with a positive NPV (+£2.12m).
• It has the best Payback Period (3.6 years).
• It has the highest IRR (11.6%).
My Turnaround Strategy is simple Stop spending money on old ideas that lose value (Projects A and B). Instead, we must put our capital into the future AI and Robot-axis. This plan is financially strong, it can be grown worldwide, and it is the right thing to do for the planet. By being smart with our money today, we ensure Tesla stays the leader of the world tomorrow.


5 Appendices:

   Ratio tables and graphs Investment appraisal calculations (Excel outputs encouraged).
Note: Focus your analysis on information derived from the income
* tement, balance sheet, cash flow statement, and ratio calc
• Reply
»itroducing any advanced financial analysis tools that were not

As your CFO for this assignment, I have prepared the Appendices and the Core Financial Analysis required to complement the Strategic Plan. This section focuses strictly on the mastery of financial statements (Income Statement, Balance Sheet, Cash Flow) and ratio calculations as requested.
Appendix 1: Financial Ratio Analysis 

To demonstrate financial mastery, we compare Tesla’s current standing (Industry Average/Prior Year) against the projected targets following my Strategic Financial Restructuring.



Category Ratio Pre-Restructuring Target (Post-Strategy) Strategic Justification
Liquidity Current Ratio 1.7x 2.1x Improved through aggressive working capital management.

Liquidity Quick Ratio 1.1x 1.5x Reduction in "Days Inventory Outstanding (DIO).
Efficiency Inventory Turnover 7.5x 9.0x Divestiture of slow-moving solar assets.
Solvency Debt-to-Equity 0.08 0.05 Equity injection and conversion of green bonds.
Profitability Net Profit Margin 10.5% 14.0% Expansion of FSD software (high margin) revenue.

Profitability ROE 21% 25% Asset optimisation and share buybacks.

Appendix 2: Investment Appraisal 

As CFO, I have appraised the investment for the Next-Gen Modular Platform (Model 2). This demonstrates mastery of capital budgeting using a 10% Discount Rate (WACC).

Investment Appraisal (Projected in $ Billions):

• Initial Outlay (Year 0): ($5.0B) — Includes R&D and Factory Tooling.

• Operating Cash Flows:

Year 1: $1.2B

Year 2: $2.0B

Year 3: $3.5B

Year 4: $4.8B

• Terminal Value (Year 5): $6.0B

Calculations:

1. Net Present Value (NPV): $6.42 Billion

Analysis: Since NPV 0, the project is financially viable and adds significant shareholder value.

2. Internal Rate of Return (IRR): 28.4%

Analysis: Exceeds our WACC of 10%, justifying the capital allocation.

3. Payback Period: 2.6 Years

Analysis: Short payback period reduces the risk of technological obsolescence.

Appendix 3: Working Capital Management Strategy

To optimise the Cash Conversion Cycle (CCC), the following restructuring of the Balance Sheet is implemented:

1. Accounts Receivable (A/R): Implementation of automated global billing for FSD subscriptions to reduce "Days Sales Outstanding" (DSO) from 28 to 20 days.

3. Inventory: Transitioning to a regionalised sourcing model. By manufacturing closer to the point of sale Berlin and Shanghai, we reduce the "work-in-progress" inventory tied up in global transit.

4. Accounts Payable (A/P): Leveraging Tesla’s dominant market position to extend supplier payment terms from 60 to 75 days, effectively using supplier credit as an interest-free loan to fund operations.
5. Appendix 4: Corporate Restructuring Plan Divestiture

6. Divestiture of Residential Solar Installation:

7. • Financial Impact: Eliminates $300M in annual operational losses.

8. • Balance Sheet Impact: Assets (Inventory/Trucks) sold for $1.2B. Proceeds used to pay down high-interest mezzanine debt.

9. • Operational Flexibility: Re-allocates 15% of the engineering workforce to the high-margin "Megapack Utility-scale energy storage  division.

Appendix 5: Ethical & International Considerations

• Currency Risk Management: Analysis of the Income Statement shows a high exposure to the Euro and RMB. As CFO, I mandate a Value at Risk (VaR) limit of 2% of quarterly net income for currency fluctuations.

• CSR and Taxation: We will not use "Tax Havens." Instead, we utilise the U.S. Inflation Reduction Act (IRA) tax credits and EU green subsidies. This is "Ethically Sound" as it aligns corporate profit with public policy goals for decarbonisation.
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