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[bookmark: _Toc226718067]Introduction
Tesla is a multinational clean energy and automotive company with its headquarters in Austin, Texas, US, founded in 2003 by Martin Eberhard and Elon Musk. The report aims to highlight the financial evaluation of Tesla addressing the ratio analysis, Working capital analysis, financial structuring and investment Appraisal which showcases a significant transition. 	


[bookmark: _Toc226718068]1. Financial Health Check 	
[bookmark: _Toc226718069]1.1 Financial Performance of Tesla (Five-Year Review)	
[bookmark: _Toc226718070]1.1.1 Income statement analysis
Tesla has focused on strengthening its operational productivity for overcoming market competition in its business operations. For example, the organisation has increased its sales value from $84.1bn in 2022 to around $94.82bn in 2025 (Yahoo Finance, 2025). The improvement in the revenue has helped Tesla in improving its productivity. On the other hand, the company has also increased its gross income by 32.32% in 2024 as compared to 2022. The enhancement in the profit margin has helped Tesla in improving its brand loyalty and acquiring competitive advantage over other organisations.	
[bookmark: _Toc226718071]1.1.2 Balance sheet analysis	
Based on the balance sheet performance of Tesla, the organisation has increased its current asset value by 17.66% in 2025 as compared to 2024. The enhancement in the short-term investments has helped the company in improving its operational efficiency. On the other hand, Tesla has also increased its equity capital from $107bn in 2022 to around $137bn in 2025 (Financial Times, 2025). The improvement in the internal financial resources has helped the automobile company in reducing the occurrence of delay in its business operations. Overall, the enhancement in the assets and business investment has assisted Tesla in acquiring competitive advantage over other companies.
[bookmark: _Toc226718072]1.2 Liquidity Ratios	
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Figure 1: Liquidity Ratios
(Source: Tesla Inc, 2021; Tesla Inc, 2023; Tesla Inc, 2025)
Trend 
Tesla increases its current ratio by about 56.52%in 2025 by its ability to pay short term debts and negotiate with longer-term payers. The increases in cash ratio have its ability to strengthen liquidity by enhancing asset management and accumulating cash to manage short -term obligations. The cash equivalent of Tesla is about $41.6 billion which tends to increase $4.9B leading to massive funding for AI and R&D (Tesla, 2025). The cash ratio decreases 39.53% in 2025 which in term reduces overall cash reserve and insufficient cash maintenance leads to high rises of risk. The quick ratio increased 33.33% leading to managing of high cash reserves and reduction of debt which in term leads to rises investors' confidence. The company encounters shifts in its financial strain that are addressed through efficient cash maintenance which encounter financial flexibility in the market. 
Strength 
Tesla holds its strong cash reserve by ability to manage immediate sales and static reduction of debt by ability to solve payment burden which is more reliable for managing cash. 
Limitation
The high cost required for the development of Tesla's Gigafactories is massively affected due to fluctuation of the product based on market demand. 
[bookmark: _Toc226718073]1.3 Profitability Analysis
[image: ]Figure 2: Profitability Ratios 	
(Source: Tesla Inc, 2021; Tesla Inc, 2023; Tesla Inc, 2025)
Trend
The profitability ratios helps investors in developing a proper understanding regarding the revenue and income growth of the organisation. Tesla has reduced its net profit margin by 61.25% in 2025 as compared to 2021. The lowering of the sales value has also hampered the productivity of the company. For example, Tesla has reduced its income to $24.9bn due to decline in the consumer demand for its EV products in 2025 (Power, 2026). On the other hand, Tesla has also lowered its return on equity value from 18.70% in 2021 to 4.69% in 2025. The decline in the investments has also lowered the goodwill of the organisation among its investors. Tesla has reduced its internal equity value to $22.9bn due to the lowering of its vehicle delivery estimates in 2025 (Roush, 2026). In addition, Tesla has also reduced its ROCE value from 15.38% in 2021 to 4.10% in 2025. The decline in the business income of Tesla has reduced its operational productivity.
Strength
The lowering of the equity capital has helped Tesla in increasing its debt investments and expanding business operations.
Weakness
The decline in the net income of Tesla has also reduced its brand loyalty among customers.
[bookmark: _Toc226718074]1.4 Efficiency Analysis
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Figure 3: Efficiency Ratios
(Source: Tesla Inc, 2021; Tesla Inc, 2023; Tesla Inc, 2025)
Trends 
The efficiency ratio has the ability to manage assets and liabilities, which is more reliable to generate income and encounter better business performance. The inventory turnover days increase by about 26.67%, leading to a weakening of sales and excessive inventory which negatively affects cash flow. The sales of EV at Tesla fell by about 1.64m in 2025 as compared to 2024, leading to a decline in product deliveries, which in term affect overall growth (Jolly, 2025). The intense competition in the EV market of China varies based on changes in consumer demand which in term affect overall sales of businesses. The Receivable turnover days increased about 23.53%, leading to misalignment in sales growth and rises of bad debt, which in turn strained cash flow. The total debt of Tesla increased about 8.05% in 2025,leading to shrinkage in profit margin and shrinkage in profit margin affecting business (Macro Trends, 2022). The payable turnover days decreased by about 16.44% leading to operational inefficiencies and changes in purchasing power which leads to long-term credit. The credit revenue declined, leading to continued shrinkage in the profitability of the business. 
Strength 
Tesla has its ability to generate assets through the adoption of vertical integration in order to deal with rapid scaling at the Gigafactory. 
 Limitation 
The fluctuation of Tesla’s inventory varies based on ongoing slow sales to deal with uneven production demand of the product in the market. 
[bookmark: _Toc226718075]1.5 Gearing (Solvency) Analysis
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Figure 4: Solvency Ratios
(Source: Tesla Inc, 2021; Tesla Inc, 2023; Tesla Inc, 2025)
Trend
The solvency ratios help organisations in acquiring accurate knowledge regarding internal and external capital management options. Tesla has reduced its debt/equity value by 33.66% in 2025 as compared to 2021. The lowering of the debts has helped the company in enhancing its business investments. For instance, Tesla has collaborated with Samsung worth $2.21bn for acquiring the supply of energy storage batteries in 2025 (Kim and Jin, 2025). On the other hand, Tesla has also increased its debt/capital ratios by 166.6% in 2025 as compared to 2022. Tesla has achieved tax exemption worth $38.3bn from the US government in 2025 (Government of USA, 2025). On the other hand, the company has reduced its interest coverage ratio by 26.73% in 2025. The enhancement in the equity capital has helped Tesla in achieving financial stability. 
Strength
The decline in debt value has also helped Tesla in reducing the risk level in its business operations.
Limitations
The lowering of the investment income has also hampered the revenue growth of Tesla. 
[bookmark: _Toc226718076]1.6 Investment Ratios	
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Figure 5: Investment Ratio
(Source: Tesla Inc, 2021; Tesla Inc, 2023; Tesla Inc, 2025)
Trend 
The investment ratio showcases the profitability and efficiency of the company, which is more effective in attracting investors. The earnings per share are expected to decrease 38.32% in 2025 leading to low profits, a reduction of potential earnings and a decline in stock price. This in turn leads to a decline in the overall profitability of the business due to the inability to issue new shares and high interest rate which affect the business in the long run. The stock price of Tesla fell about 15.4% leading to a significant decline in sales performance and leadership concerns that affect the business (The Economic Times, 2025). The impact of this downtrend put pressure on the company by declining its overall production, which encountered significant improvement in profit margin. 
Strength 
Tesla showcases its production efficiency by reducing costs and high cash reserves to meet financial flexibility. 
Weakness 
 The demand of EV slowdown due to a significant reduction in production processes and price adjustment which creates pressure for enhancing profit margins. 
[bookmark: _Toc226718077]1.7 Cash Flow Position	
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Figure 6: Cash Flow Analysis
(Source: Tesla Inc, 2021; Tesla Inc, 2023; Tesla Inc, 2025)
Trend
As per the above analysis, Tesla has increased its operating cash flow ratio from (0.09) in 2021 to around 0.54 in 2025. The improvement in the financial resources has helped the automobile company in enhancing its operational efficiency. Tesla has increased its cash flow by $44.1bn due to enhancement in its share value to $0.50 in 2025 (Wilson, 2026). The enhancement in the business investments has also helped Tesla in overcoming market competition.
Strength
The enhancement in the cash flow value has helped Tesla in meeting the financial requirements of its business operations and improving product quality.
Weakness
The improvement in the cash resource has also increased the product cost of Tesla that has hampered the popularity level of its products among customers.

[bookmark: _Toc226718078]2. Working Capital Management Analysis 
[bookmark: _Toc226718079]2.1 Cash Operating Cycle Analysis 
[bookmark: _Toc226718080]2.1.1 Inventory outstanding	
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Figure 7: Outstanding Inventory of Tesla
(Source: Self-Developed)
As per the above figure, Tesla has increased its inventory value from $4929m in 2021 to $12204m in 2025. The organisation has emphasised on strengthening its supply chain operations with an intent to improve its product quality. For example, Tesla has collaborated with “xAI” worth $2bn for enhancing the production of “CyberCab” in 2025 (Sriram and Roy, 2026). The partnership has helped the organisation in expanding its commodity line and meeting customer demands. On the other hand, Tesla has also increased its inventory days ratio by 26.66% in 2025. The improvement in the supply chain operations has helped Tesla in improving its brand loyalty among customers.
[bookmark: _Toc226718081]2.1.2 Sales outstanding
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Figure 8: Outstanding sales 
(Source: Self-Developed)
The sales outstanding of Tesla is about 17 days by ability to collect overall payments through the sale of products. The decline in vehicle deliveries is due to high rises of credit lines by converting sales towards cash. The in term leads to a shrinkage in business revenue due to stiff competition and shift in consumer purchases towards EVs. The receivable of Tesla is about $4.576B in 2025, leading to a 3.58% increase from 2024 affects the operational efficiency of the business (MacroTrends, 2025). 
[bookmark: _Toc226718082]2.1.3 Payables Period
[image: ]Figure 9: Payable period 
(Source: Self-Developed)
The payable period of Tesla is about 61 days, which in term leads to a slowdown in the overall payment teams' ability to enhance supplier relations in reducing risk in the supply chain. The company deals with efficiency in the supply chain through quick payments and the ability to manage suppliers' credit, which in turn showcases subsequent improvement in business operations. The decline in capital turnover is about 2.57% in 2025, leading to less revenue and capital investment, which in term encounter operational efficiency in business. The company showcases its significant decline in Europe by addressing a significant transition on production affecting operational maintenance of the business. 	
[bookmark: _Toc226718083]2.1.4 Net Operating Cycle Evaluation
[image: ]Figure 10: Net Operating Cycle
(Source: Self-Developed)
As per the above table, Tesla has increased its net operating cycle by 160% in 2025 as compared to 2023. The organisation has focused on reducing its debt value for ensuring smooth completion of the business operations. For example, Tesla Inc has increased the sales volume of its EV vehicles to 408,386 units due to product demand in 2025 (Gitlin, 2026). The enhancement in the revenue has helped the company in overcoming market competition. On the other hand, Tesla has also reduced its account payable period to 61 days in 2025. The enhancement in the recovery of bad debts has helped Tesla in improving its operational efficiency. 
[bookmark: _Toc226718084]2.2 Discussion on the strategies adopted by Tesla for improving Working Capital 
Adoption of Collaboration
Tesla has focused on adopting partnership techniques for improving product quality and overcoming market competition. For example, the organisation has collaborated with the Tata Group worth $3bn for meeting the raw material requirements of its business units in India (Amulya Raj Srinet, 2025). Tesla has increased its sales value from $50000m in 2021 to $65000m in 2025 (Market Screener, 2025). The improvement in the business income has helped Tesla in enhancing its goodwill among customers.
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Figure 11: Revenue of Tesla
(Source: Market Screener, 2025)
Diversification of Operational Strategy. 
Tesla has also emphasised on adopting digitalisation techniques for ensuring smooth completion of its business operations. For example, the organisation has developed platforms such as “Opticaster” with an intent to monitor its inventory management activities in 2024 (Tesla, 2025). In addition, the initiative has also helped the automobile company in increasing the sustainability level of its business operations. Tesla has increased its carbon credit revenue value to $2.07bn in 2024 (Tesla , 2025b). The inclusion of digitalisation has helped Tesla in enhancing sustainability within its business operations. 
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Figure 12: Carbon Credit Revenue of Tesla
(Source: Tesla , 2025b).
[bookmark: _Toc226718085]2.3 Short-Term vs. Long-Term Financing Evaluation	
[bookmark: _Toc226718086]2.3.1 Short-Term Option (Tax credit) 	
The regulatory credit maintenance of Tesla is more effective for achieving financial success due to its ability to generate high revenue, which has led to its shift towards profitability. The company manages its credit agreement by increasing its borrowing capacity, which enhances the operational efficiency of the business. The company has the ability in selling regulatory credits, which is more reliable to enhance its operational efficiency in business. The credit sales of Tesla will be about 21%, which is about $2.17 billion, and have significantly fallen, leading to addressing stiff competition at Tesla (Roy and Sriram, 2025). The "regulatory credit” revenue is highly profitable which collapses due to significant changes in policy and revenue which in terms squeeze overall demand of product. 
[bookmark: _Toc226718087]2.3.2 Long-Term Options (Bonds)
The long-term financing helps businesses to manage capital expenditure, by becoming more effective for sustained growth in the market. This in turn, enhances efficient cash flow management, which has a positive correlation, enhancing the overall productivity of the business. Tesla expands its battery recycling by aiming to achieve 100% of material for recycling, which is more effective for the development of batteries at Gigafractories (Tesla, 2026). The rapid value of Tesla is dropping which is due to frequent cut of new Tesla by ability to resell its existing product in the market. The company enhances investors' confidence by relying on overall purchases of product and reinvesting in manufacturing which showcases stiff competition in the market. The company has its ability to enhance profitability by ability to increase recovery of batteries which in term lowers down overall production cost by ability to invest on current credentials. 	
[bookmark: _59hynwpmyul1]	


[bookmark: _Toc226718088]3. Strategic Financial Restructuring Plan	
[bookmark: _Toc226718089]3.1 Address Financial Problems 
Enhancement in operational expenses
The improvement in the product cost has been a critical issue for Tesla that has adversely influenced its business activities. For example, the operational expenses of the organisation has increased to $90.42bn in 2025 (Macrotrends, 2025). The enhancement in the commodity price has also hampered the goodwill of the company among the customers. Tesla has lowered its EV sales value from $98bn in 2024 to $42bn in 2025 (Soltani, 2025). The lowering of the income has also increased the market competition for the organisation. On the other hand, Tesla has also increased its business taxes to around $1.02bn in 2024 (Macrotrends, 2024). The improvement in the taxation value and decline in the revenue has reduced the competitive advantage of Tesla over other companies.
[image: ]Figure 13: EV Sales Value of Tesla from 2015 to 2025
(Source: Soltani, 2025)	
Declining in deliveries and sales
Tesla declined its sales which dropped by about 13% in 2025 due to the presence of rivals, consumer backlash which in term affected overall brand reputation (Sriram, 2025). The major reason towards decline in sales is due to significant lineup products, enhanced competition and strategic shift through uses of robotics. The impact of decline in sales slows down the overall trends which leads to decline in stock value. The shrinkage in profitability is due to intense war in managing EV and significant increases in production which affect operational efficiency of business. The decreases in EV sales at California regarding Model Y decline its share in the market due to significant criticism in the market which in term affects business operation (Carlson, 2026). This in term affects business reputation by addressing temporary shutdown in production lines and investors concerned with sustained product lines which encounter shifts in the competitive era. 
[bookmark: _Toc226718090]3.2 Financial restructuring Options 
Diversification of Business Investments
Tesla has focused on expanding its investment opportunities for achieving operational stability. For example, the organisation has collaborated with Ofgem for providing electricity services in the UK. In addition, the partnership has also helped the organisation in improving its product popularity level among customers. Tesla has increased the sales volume of its EV models by 2462 units in 2025 (Kollewe, 2025). The improvement in the quality of the commodities has helped the automobile company in increasing its brand loyalty among customers. Tesla has increased its customer loyalty score to around 79% in 2025 (Tesla, 2026b). The improvement in the product quality has helped Tesla in strengthening its customer relationship.
[image: ]
Figure 14: Consumer Loyalty Score of Tesla
(Source: Tesla, 2026b)
Merger &Acquisition 
Tesla manages its cash which is about $44.1 billion which encounters operational shifts in business by focusing on robotics and AI (Tesla, 2025a). The company enhances its capital expenditure which is about $20billion in 2026 leading to its strong growth of EV in Asia-Pacific. Tesla acquired a small stake of SpaceX by ability to invest on xAI that address through efficient restructuring (WSJ, 2026). This strategic move is more effective to boost overall profitability of business by showcasing its transition which leads to enhanced business sales. The company has its ability to manage assets by showcasing its presence in Germany which in term leads to rises in sales in European countries. Tesla encounters a strategic transition by collaborating with “Physical AI” companies which in term decline automotive sales of business. The company develops its long term value creation by collaborating with SpaceX which in term leads to enhanced overall business sales. 
[bookmark: _Toc226718091]3.3 Restructuring impact 
· Shareholder value
Tesla approved significant compensation the shareholders which is about $1 trillion by securing leadership position through uses of robotics, AI which enhance improvement in business operation (Roy and Sriram, 2025a). This in term encountered overall growth which has its ability to reach about $8.5 trillion by ability to deal with long term value creation of business. The sharp movement of the share price varies based on long term use of AI in business operation and intense competition due to wide rises of EV makers in the market. The shareholder value of Tesla prioritizing on Ai-driven principles which encountered overall sales in the market.
· Debt structure
Tesla has its low debt structure with total debt about $13.79 billion in 2025 by showcasing its shift towards sustainability (Tesla, 2025b). The company reduces its resilience by relying on external funding and ability to manage its cash by showcasing its significant shift towards innovation which in term enhances brand image. The decrease in debt is about $1.6 billion with 33.22% decline leading to reduction of repayment pressure. The company has its ability to manage high debt overload by relying on R&D spending and intense instructional maintenance which affect overall sales of business. 
[image: ]
Figure 15: Total debt of Tesla 
(Source: Tesla, 2025b)
· Operational flexibility	
The operational flexibility at Tesla addresses through vertical integration, localized production and lean inventory maintenance affect business operations. The enhancement in the internal capital value has helped the automobile company in meeting the financial requirements of its business operations. In 2025, the fall of Tesla's production is about 1.64 billion, leading to a lowering of sales and decreases in regional performance resulting in an overall shift in business (Sriram, 2026). The company showcases its significant EV growth amidst shifting market dynamics and stiff competition which in term reduce outstanding shares in the market. The business tie-up has also helped the automobile company in overcoming market competition in the country. 
[bookmark: _Toc226718092]3.4 International and Ethical Considerations 	
· Taxation 

 The fluctuation of tax rate at Tesla leads to encountering operating loss  in terms of reduced liabilities addressed through efficient changes in policy. The accounts receivable is about $4.576 billion in 2025, which is slightly down at the end, showcasing significant improvement in asset maintenance. The company surged its vehicle setting of about 497,099, which resulted in a rush of federal tax credit of about $7,500, affecting overall profit. The credit sales at Tesla showcase its significant profitability by the ability to enhance operating income, leading to significant increases in EV production. 
· CSR 
Tesla showcases its transition towards sustainable energy  which has its massive contribution in  reduction  of carbon emission (Tesla, 2025b). The company has adopted blockchain technology which is more effective  for addressing traceability of  materials through ethical sourcing.  The shift in business sales is due to high demand of customers towards EVs and high rises of business competition through a significant shift towards AI which enhances improvement in business operations (Reuters, 2026a). Tesla encounters intense competition in the market by quickly converting cash into customers which results in significant improvement in production. 	
· Currency risk
Tesla rejected its currency hedging by exposing exchange risk which in term affected business operation (Krauskopf, 2025). The instability in the exchange rates have been addressed through revenue fluctuation based on USD and Chinese Yuan this in term leads to enhanced overall business earning. The company is experiencing its foreign exchange rate which is about -141 million in 2024 which in turn affects overall cash towards foreign countries. The impact of the US and China conflict  leads to an encounter shift in the production process by absorbing overall costs that are addressed through price hedging.     


[bookmark: _Toc226718093]4. Investment Appraisal and Capital Budgeting 	
[bookmark: _Toc226718094]4.1 Details of the Investment Project 
The purpose of the project is to diversify the investment activities of Tesla with the intent to reduce the business risk of the organisation. On the other hand, the business plan also provides details regarding the financial resources required by the automation company for ensuring smooth completion of its organisational operations. For instance, the initial investment associated with the business plan has been around £50m in 2024. In addition, the value of the cash flow involved in the completion of project C has increased to £15m in 2024. The expansion of the financial resources has helped Tesla in overcoming market competition. 
[bookmark: _Toc226718095]4.2 Evaluation on the efficiency of the investment project	
[bookmark: _Toc226718096]4.2.1 Project A
The project A is generally attributed the key value of £50m for generating a positive cash flow and generated a total value of £54m. Hence, 10% discounting rate is also selected for generated NPV retune value throughout the time period of five years associated with weaker return potentiality in the project. The inflow of the NPV has also been generated negative such as -£8.68m against the present value of inflow is about £41.32m [Refer to appendix 2].  Overall, this also reflects a value destruction of approximately 17.36% of the initial investment. 
The flow of yearly distribution also indicated that year three generally contributed about  25.47% of total PV inflows with £10.52m. However, the lowest is in Year 5 (£4.97m), only 12.03%, highlighting declining value due to discounting. In addition, delayed recovery can also be identified due to the positive cumulative cashflow generated within the consecutive fifth year of £4m. The payback period is 4.33 years, covering 86.6% of the project life, which signals weak liquidity performance.	 Hence, average annual profit also associated with £0.80m shows limited profitability opportunity. Overall, ARR value also indicated low acceptable benchmarks of 1.60% and IRR of 2.72% is 7.28 percentage points lower than the required return.
[bookmark: _Toc226718097]4.2.2 Project B	
Based on the above evaluation, Project B has provided a positive trend in the investment activities executed by the organisation. For example, the current value of the business plan has increased from £-50m in year 1 to around £6.83m in year 5. The improvement in the operational income has also enhanced the goodwill of the project among customers. On the other hand, the initial investment value of the initiative has also increased from £-50m in year 1 to £11m in year 5. The enhancement in the financial resources has also helped in reducing the occurrence of delays in the completion of the business plan. In addition, the total cash inflow of Project B has also increased to £41.70m in year 5 [Refer to appendix 2]. . The business plan has also reduced its NPV value to £-8.30m . According to Dobrowolski and Drozdowski, (2022), the lowering of the net present value has an adverse impact on the income associated with the project that also reduces its goodwill among the investors. The decline in the NPV value of Project B has hampered the investment decisions of the shareholders.
[bookmark: _Toc226718098]4.2.3 Project C	
The project C has its Net Present Value about -£1.98m which has its positive cash flow enhancing value creation of the business. The PV inflow is about £3.10m due to profitable investment and ability to manage projection through upholding future cash flow in addressing better return. Project C showcases its high ARR about 12% and IRR 8.59%, as its NPV is slightly negative which encounters significant growth of business in the market. This encountered its growth by addressing shifts in the political environment and ability to cope with market trends which lead to steady flow of capital and address long term profit (Gammeltoft and Panibratov, 2024). The project C showcases its successful recovery by relying on less payback period by maximizing its wealth through efficiency budget constraints [Refer to appendix 2]. The project has a high inflow of cash that is more effective based on accessing market needs (Laghari and Ahmed, 2023). In order to analyze the stability in the market, the high PV is more effective to deal with the accurate projection in business. The project C serves faster recovery by being more reliable in managing liquidity and reinvesting of future opportunities which encounter significant growth in business. Overall, project C has superior profitability by addressing slight risk in managing cash flow of business. 
[bookmark: _Toc226718099]4.3 Application of Capital Rationing Techniques for evaluating the suitable combination of the project 	
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Figure 16: Capital Rationing
(Source: Self-Developed)
Based on the key analysis of comparative value it is also demonstrated that most suitable project combinations are B and C due to the lowest negative return value of total NPV of -£10.36m. This project performs better than A and C (-£10.74m) and significantly outperforms A and B (-£17m), indicating lower value erosion. On the other hand, reducing losses associated with adopting B and C projects are 39.06% with an approximate value of £6.64m. Overall, this analysis also revealed that all combinations are potential negative values generated while B and C comparatively more stable generated trends in a five year time period.  
[bookmark: _Toc226718100]4.4 Recommendation for managing companies performance	 
The adoption of financial grants has helped Tesla in improving its operational productivity and also ensuring smooth completion of the project C adopted by the company. For example, the organisation has increased its credit sales revenue to $2.17bn in 2025 (Roy and Sriram, 2025a).  The enhancement in the income has provided financial stability to the company. In addition, the improvement in the revenue value has also helped the automobile company in increasing the initial investment involved in the completion of project C. On the other hand, Tesla has also enhanced its carbon credit income to $11bn in 2025 (Stumpf, 2025). The improvement in the revenue has also helped the company in meeting. In addition, the initiative has also helped Tesla in meeting the financial requirements of its business operations. The smooth completion of the project C will help Tesla in achieving operational stability.
The capital rationing is the strategic process by prioritizing on significant investment of the company which in term maximises overall shareholder value adding higher return. The Project C is suitable, as it is superior from investment metrics with high NPV which is more reliable to add value. The Project C has its shorter payback period which in term reduces the overall liquidity risk and ability to reinvest on capital which is more effective to deal with cash flow. The wealth increase at Project C is about £50m due to high capital inflow which significantly enhances overall profitability of the business. The combination of the shareholder wealth has been addressed through better restriction in capital usage at Project C. Project C has its high accounting return, negative destruction of value and high IRR which is more reliable for significant cash recovery. The overall combination of return and risk is more effective to enhance the performance portfolio of a business. 
[bookmark: _Toc226718101]4.5 Non-financial risk associated with the project 
Brand Growth
Based on the above evaluation, the NPV of the project has reduced to £-1.98m in 2024. The lowering of the income has also increased commodity expenses of the organisation. For example, Tesla has increased the price of its products such as Model 3 from $36000 in 2024 to around $39000 in 2025 (Reuters, 2026). The improvement in the commodity cost will also improve the popularity of the business operations carried out by the company. For example, the value of the initial investment involved in the development of Project C has increased £15m in year 5. The enhancement in the value of the financial resources has helped Tesla in increasing its service quality.
Customer loyalty
The project C faced heavy cash returns due to competitive response, brand loyalty and adoption of new customers which in term affected the overall financial performance of the business. Project A and B respond with aggressive pricing as compared to Project C which encounters deeper loss. The impact of this competition squeeze overall profit margin by reduction of the expected cash and intensify competition by ability to move productive assets (Liu and Jiang, 2026). The customer sticks to the other competitors by relying on perceived reliability to enhance overall market share. The project C encountered its operational efficiency that was addressed through efficient expansion by ability to diminish capital  through dealing with competitive pressure in the market.  The management manages its risk through better cash flow maintenance  by ability to fight with competitive pressure which in term showcases brand strength.      




[bookmark: _Toc226718102]Conclusion	
Tesla has lowered its business income that has adversely influenced the financial stability of the organisation. In addition, the company will execute investments in Project C due to its higher returns and low investment value. The diversification of financial resources will help Tesla in overcoming market competition. 
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	Profitability Ratios:-

	Particulars
	Details
	2021
	2022
	2023
	2024
	2025

	Revenue (£m)
	A
	53,823.00
	81,462.00
	96,773.00
	97,690.00
	94,847.00

	Operating Profit/(Loss) (£m)
	B
	6,523.00
	13,656.00
	8,891.00
	7,076.00
	4,355.00

	Net Profit/(Loss) (£m)
	C
	5,644.00
	12,587.00
	14,974.00
	7,153.00
	3,855.00

	Total Assets (£m)
	D
	62,131.00
	82,338.00
	106,618.00
	122,070.00
	137,806.00

	Current Liabilities (£m)
	E
	19,705.00
	26,709.00
	28,748.00
	28,821.00
	31,714.00

	Equity (£m)
	F
	30,189.00
	44,704.00
	62,634.00
	72,913.00
	82,137.00

	Net Margin
	C/A
	10.49%
	15.45%
	15.47%
	7.32%
	4.06%

	Return on Capital Employed (ROCE)
	B/(D-E)
	15.38%
	24.55%
	11.42%
	7.59%
	4.10%

	Return on Equity (ROE)
	C/F
	18.70%
	28.16%
	23.91%
	9.81%
	4.69%

	
	
	
	
	
	
	

	
	
	
	
	
	
	

	Liquidity Ratios:-

	Particulars
	Details
	2021
	2022
	2023
	2024
	2025

	Current Assets (£m)
	A
	27,100.00
	40,917.00
	49,616.00
	58,360.00
	68,642.00

	Inventories (£m)
	B
	5,757.00
	12,839.00
	13,626.00
	12,017.00
	12,392.00

	Current Liabilities (£m)
	C
	19,705.00
	26,709.00
	28,748.00
	28,821.00
	31,714.00

	Cash (£m)
	D
	17,576.00
	16,253.00
	16,398.00
	16,139.00
	16,513.00

	Current Ratio
	A/C
	1.38
	1.53
	1.73
	2.02
	2.16

	Quick Ratio
	(A-B)/C
	1.08
	1.05
	1.25
	1.61
	1.77

	Cash Ratio
	D/C
	0.89
	0.61
	0.57
	0.56
	0.52

	
	
	
	
	
	
	

	Gearing Ratios:-

	Particulars
	Details
	2021
	2022
	2023
	2024
	2025

	Total Liabilities (£m)
	A
	30,548.00
	36,440.00
	43,009.00
	48,390.00
	54,941.00

	Total Equity (£m)
	B
	30,189.00
	44,704.00
	62,634.00
	72,913.00
	82,137.00

	Operating Profit/(Loss) (£m)
	C
	6,523.00
	13,656.00
	8,891.00
	7,076.00
	4,355.00

	Interest Expense (£m)
	D
	371.00
	191.00
	156.00
	350.00
	338.00

	Shareholders capital (£m)
	E
	30,189.00
	44,704.00
	62,634.00
	72,913.00
	82,137.00

	Total Debt (£m)
	F
	5,245.00
	1,597.00
	2,857.00
	5,757.00
	6,736.00

	Debt/Equity Ratio
	A/B
	1.01
	0.82
	0.69
	0.66
	0.67

	Interest Coverage Ratio
	C/D
	17.58
	71.50
	56.99
	20.22
	12.88

	Debt/Capital Ratio
	F/(F+E)
	0.15
	0.03
	0.04
	0.07
	0.08

	
	
	
	
	
	
	

	Efficiency Ratios:-

	Particulars
	Details
	2021
	2022
	2023
	2024
	2025

	Revenue (£m)
	A
	53,823.00
	81,462.00
	96,773.00
	97,690.00
	94,847.00

	Cost of Sales (£m)
	B
	40,217.00
	60,609.00
	79,113.00
	80,240.00
	77,733.00

	Opening Inventories (£m)
	C
	4,101.00
	5,757.00
	12,839.00
	13,626.00
	12,017.00

	Closing Inventories (£m)
	D
	5,757.00
	12,839.00
	13,626.00
	12,017.00
	12,392.00

	Average Inventories (£m)
	E=(C+D)/2
	4,929.00
	9,298.00
	13,232.50
	12,821.50
	12,204.50

	Opening Receivables (£m)
	F
	1,886.00
	1,913.00
	2,952.00
	3,508.00
	4,418.00

	Closing Receivables (£m)
	G
	1,913.00
	2,952.00
	3,508.00
	4,418.00
	4,576.00

	Average Receivables (£m)
	H=(F+G)/2
	1,899.50
	2,432.50
	3,230.00
	3,963.00
	4,497.00

	Opening Payables (£m)
	I
	6,051.00
	10,025.00
	15,255.00
	14,431.00
	12,474.00

	Closing Payables (£m)
	J
	10,025.00
	15,255.00
	14,431.00
	12,474.00
	13,371.00

	Average Payables (£m)
	K=(I+J)/2
	8,038.00
	12,640.00
	14,843.00
	13,452.50
	12,922.50

	Inventory Turnover Days
	365/(B/E)
	45
	56
	61
	58
	57

	Receivables Turnover Days
	365/(A/H)
	13
	11
	12
	15
	17

	Payables Turnover Days
	365/(B/K)
	73
	76
	68
	61
	61

	
	
	
	
	
	
	

	Investment Ratios:-

	Particulars
	Details
	2021
	2022
	2023
	2024
	2025

	No Of Share (m)
	A
	3,386.00
	3,164.00
	3,184.00
	3,220.00
	3,750.00

	Net Income
	B
	5,644.00
	12,587.00
	14,974.00
	7,153.00
	3,855.00

	Earning Per Share
	B/A
	1.67
	3.98
	4.70
	2.22
	1.03

	
	
	
	
	
	
	

	Cash Flow Ratios:-

	Particulars
	Details
	2021
	2022
	2023
	2024
	2025

	Cash Flow From Operation
	A
	(1,757.00)
	(1,220.00)
	18,144.00
	16,924.00
	17,189.00

	Current Liabilities
	B
	19,705.00
	26,709.00
	28,748.00
	28,821.00
	31,714.00

	Total Assets
	C
	62,131.00
	82,338.00
	106,618.00
	122,070.00
	137,806.00

	Operating Cash Flow Ratio
	A/B
	(0.09)
	(0.05)
	0.63
	0.59
	0.54

	Cash Return On Assets
	A/C
	(0.03)
	(0.01)
	0.17
	0.14
	0.12
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