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[bookmark: _Toc227845216]Introduction 
The assessment of the financial statement of the company to review the performance in the previous year is an important financial management consideration (Fadillah et.al 2024). The financial performance analysis of the company is conducted through various techniques such as calculating the different ratios for the company, evaluating the practice of managing working capital and appraising the investment opportunities available to the brand. The present report is based on a financial analysis of Tesla Inc. Tesla Inc is one of the leading electric vehicle manufacturers and distributors based in the USA (Tesla, 2026). The financial performance of Tesla Inc will be done on the basis of extracting relevant information from its financial statements and computing its ratios. Also, the practices of managing working capital for Tesla Inc will also be assessed in this report. Lastly, financial restructuring plans as well as investment appraisal techniques will also be applied to the context of Tesla Inc. 
[bookmark: _Toc227845217]Financial health check 
[bookmark: _Toc227845218]Analysing the financial statement 
Financial statement analysis is the process that involves reviewing the annual statements that are produced by the company (Fridson and Alvarez, 2022). The financial statement includes the entry of the financial transactions in a structured manner to inform the readers about the performance of the company. In the case of Tesla, the financial statements are presented for 2025 and 2024 in the annual report published in 2025. Based on the financial statement analysis of Tesla for 2025, it is found that the net sales or revenue of the company is found to be USD 94827 million as of 2025, which was earlier USD 97690 million in 2024, indicating a decline in revenue.  
[image: ]
Figure 1: Net income of Tesla
(Source: Tesla, 2026)
The chart above reflects the net income of the company on a quarterly basis. It is found that the net income of the company in 2025 was recorded at USD 3855 million (Tesla, 2026). Furthermore, based on the financial statement analysis, it is also found that the company has been able to better manage its assets and liabilities in the present times, with total current assets reaching USD68,642 million in 2025, which was recorded at USD 58,360 million in 2024 (Tesla, 2025). 
[bookmark: _Toc227845219]Ratio analysis
Ratio analysis is referred to as a measurement process that involves comparing the line items within the financial statements across different years to develop strong insights about the company's performance. The different forms of ratios are calculated in order to validate the overall progress of the companies over the years (Harinurdin, 2023). In the case of Tesla Inc, the different ratios such as gross profit and net profit margin ratios are computed for evaluating the profitability performance, current as well as quick ratios for liquidity analysis, asset as well as inventory turnover ratio for efficiency analysis, debt and equity ratios for assessing gearing performance, debt-to-equity along with return on equity to assess investment performance and lastly cash ratio and cash flow coverage ratio for assessing performance in terms of cash flow management. 
The operating profit margin and the net profit margin are key profitability indicators that define how well the company generates profits after incurring operational costs and other expenses in the specific time period (Olayinka, 2022). Additionally, the gearing ratios mainly define the comparison between the debt and equity of the company. 
	Year/Ratio
	2025
	2024
	2023
	2022
	2021

	Gross profit margin
	18.03
	17.86
	18.25
	25.23
	25.28

	Net profit margin
	4.065
	7.322
	15.473
	15.231
	10.486

	Current ratio
	2.16
	2.02
	1.73
	1.53
	1.38

	Quick ratio
	1.77
	1.61
	1.25
	1.05
	1.08

	Asset turnover
	0.73
	0.85
	1.02
	1.14
	0.94

	Inventory turnover
	4.68
	4.90
	5.02
	5.50
	6.77

	Debt ratio
	0.06
	0.05
	0.05
	0.04
	0.11

	Equity ratio
	0.60
	0.60
	0.59
	0.54
	0.49

	Debt-to-equity
	0.10
	0.08
	0.08
	0.07
	0.23

	Return on equity
	0.05
	0.10
	0.24
	0.28
	0.19

	Cash ratio
	0.56
	0.59
	0.60
	0.63
	0.92

	Cash flow coverage ratio
	1.76
	2.58
	2.53
	4.75
	1.68


Based on the summary of ratios computed in the table above, it can be found that the gross profit margin of the company has declined from 25.28% in 2021 to 18.03% in 2025. Also, the net profit margin has declined from 10.4% in 2021 to 4.06% in 2025. The liquidity position of the company has improved over the last five years, with the current ratio found to be 2.16 in 2025, which was previously found to be 1.38 in 2021. Also, the quick ratio has increased from 1.08 in 2021 to 1.77 in 2025. The comparison of the ratios to its previous year's performance allows the organisation to develop a better understanding of the progress made each year (Bukvic and Pavlovic, 2023).
Regarding the efficiency performance of the company, the asset turnover ratio has reduced from 0.94 in 2021 to 0.73 in 2025. The inventory turnover ratio declined from 6.77 in 2021 to 4.68 in 2025. Looking at the gearing position, the debt ratio declined from 0.11 in 2021 to 0.06 in 2025, and the equity ratio increased from 0.49 in 2021 to 0.60 in 2025 (Tesla, 2025). The return on equity reduced to 0.05 in 2025, which was 0.19 in 2021. The debt-to-equity ratio also declined to 0.10 in 2025, which was earlier found to be 0.23 in 2021. The cash ratio was also negatively affected as it declined from 0.92 to 0.56 in the period of 2021-2025 (Tesla, 2025). At last, the cash flow coverage ratio was found to be improved slightly, where the value was found to be 1.76 in 2025, which was earlier calculated as 1.68 in 2021. 
[bookmark: _Toc227845220]Trends, strengths and weaknesses 
Based on the analysis of the financial statements of the company, it is evident that the company has witnessed positive trends in terms of managing its assets and liabilities over the last five years. Additionally, the profitability of the company has declined over time, indicating negative trends. The influx of the Covid-19 pandemic, unstable economic stability within the nation, causing a rising inflation rate and rising cost of operations, can be recognised as a major trend causing a reduction in the profitability of the company (Islam et.al 2023). It can be observed that the firm has been effective enough in managing its investment across the years, as signified by the ability of the company to manage its debt and equity to raise the required amount of capital. It is observed that the dependency on debt capital has been reduced, and equity financing has been improved, which proves a trend of solid capital structure strategies adopted by the selected company. 
In regard to the strengths of the company, a solid growth in terms of liquidity position is witnessed through improved performance in terms of current and quick ratios. Liquidity ratio implies how well the company is able to manage its liabilities against the assets held in a certain time period (Olayinka, 2022). With an improving trend witnessed in current as well as quick ratios, it can be determined that strong liquidity is one of the major strengths of Tesla Inc. Additionally, the debt ratio has declined from the previous year's performance, indicating reduced dependency on debt financing. 
Likewise, the dependency on equity financing has significantly improved over the period, implying one of the major strengths in terms of maintaining capital structure through the use of equity funds. Additionally, the credit risk of any company is measured by calculating the cash flow coverage ratio, which compares the total debt against the cash flow from operations. The cash flow coverage ratio of the company has also improved over time, which again represents the financial strength of Tesla Inc. Thus, better liquidity, ability to manage its investment and capital structure, as well as operating cash flow for management of the credit risks, are some of the potential strengths of the company. 
In the case of Tesla Inc, the major limitations or threats mainly comprise poor profitability performance as well as efficiency performance of the company. The declining operating as well as net profit margin ratios of the company signifies that either the cost of operations has increased rapidly, or the sales of the company have declined over the period of the last five years. It is therefore considered to be a major threat to the company. Moreover, a declining asset turnover ratio also implies poor performance of the company in terms of converting its assets into cash within a defined period of time (Shou, 2022). This is again a major challenge that is faced by the company in the long run. 
A reduction in the return on equity ratio also indicates that the company is earning less profit on every dollar of the investment made by the shareholders. In the case of the selected brand, the return on equity is also witnessed to have declined in 2021-2025, which is another potential threat for the company since the trust and level of confidence of the shareholders will be negatively affected due to this.  
[bookmark: _Toc227845221]Working Capital Management Analysis 
[bookmark: _Toc227845222]Cash Operating Cycle (CCC)
Cash Operating Cycle (CCC) measures theefficiency of the company to convert its investment in inventory and other working capital elements into cash flow (Asman et al., 2022). The ratio of efficiency calculated in the case of Tesla shows that there is an increasing cash operating cycle between the years 2021 and 2025.
One of the reasons of the increasing cash operating cycle is because the inventory turnover ratio has reduced by 6.77 in 2021 to 4.68 in 2025. This indicates that Tesla is experiencing a slow-moving inventory turnover, thus high holding and carrying costs. This leads to a higher proportion of unsold goods being tied up in inventory, which locks in cash and reduces the efficiency of liquidity management. This can be as a result of excessive production, inefficiencies in the supply chain or lack of alignment between the production and demand (Habib et al, 2022).
Also, the asset turnover ratio is lower compared to 1.14 in 2023 to 0.73 in 2025, which means that Tesla is making less revenue per unit of assets. This is indicative of a larger resource inefficiency within the utilisation of resources, which further adds to a protracted cash conversion. Failure to deploy the assets in an efficient way decreases cash inflows of operations.
[bookmark: _Toc227845223]Liquidity Improvement Strategies
To resolve the issue of the declining cash operating cycle, Tesla needs to implement a set of specific operating capital modifications that will help enhance liquidity and efficiency of operations. Firstly, there is the need to enhance inventory management because when inventory turnover is decreasing, it simplifies that cash is stuck in inventory (Farah et al., 2024). Tesla can use Just-in-Time (JIT) to reduce the stock level and streamline the production to meet more demand. Moreover, using modern AI and data analytics to predict demand will allow the company to plan production more accurately and rationalisation of product lines will allow to get rid of the slow-selling or out-of-date inventory. 
Secondly, it must have a powerful receivables management in order to improve cash inflows. Tesla needed better credit policies which are highlystrict thereby decreasing the credit period. To encourage customers to pay invoices earlier, it can give them early payment discounts, and the use of digital payment channels can simplify the collection process and help to minimize delays (Sipilä, 2024). The shortened cash operating cycle is a direct result of a faster collection of receivables, and enhances liquidity.
Thirdly, Tesla can maximise the payables management by negotiating long-term payables with suppliers. This will enable the company to have longer cash held without necessarily affecting the operations (Barnabas and Oloyede, 2024). It should, however, ensure that there are good relationships with the suppliers to prevent supply chain disruptions.
Lastly, there should be enhancement in efficiency of cash utilisation as the cash ratios are on the decreasing trend indicating that cash available is not utilised efficiently. Tesla is needed to invest excess cash in investment opportunities that have high returns or repay any outstanding debt to decrease the financial risk. Altogether, these working capital changes would assist Tesla to enhance liquidity, reduce the cash cycle, and enhance its financial performance.
[bookmark: _Toc227845224]Financing Options
The short term and long-term financing solutions are different but plays acomplementary role in the management of financial needs of a firm; especially the working capital and the long-term growth of a firm. Immediate liquidity needs are ensured with the short-term finance which includes bank overdraft, trade credit and short-term loans (Iheanacho, 2025). In the case of Tesla, this financing would assist in dealing with the temporary cash flow crunches that it will experience due to its increasing cash operating cycle. The key benefits are the high accessibility to funds, flexibility, and comparatively low start-up costs. There are however, high risks associated with short-term financing such as frequent refinancing, interest rate risks, and a high liquidity pressure due to failure to meet obligations within the stipulated time. The dependence on short-term funding can thus lead to financial instability.
Long-term financing, is encompasses issuing of equity, bonds and long-term debts (Krinichansky, 2025). Besides, on the other hand is more appropriate to finance major investments like research and development, infrastructure development and new production facilities. In the case of a capital-intensive firm such as Tesla, long-term funding is a stable funding option, since the repayment is done over a longer time span, and the pressure affecting the short-term financial situation decreases. Also, long-term debt may be beneficial in case of the stable interest rates, whereas equity financing does not require any payments at all. However, there are also disadvantages of these possibilities: equity issue dilutes the control of current shareholders and long-term debt adds to the overall financial obligations and interest expenses in the long term.
Comparatively, short-term financing is suitable to meet the operational requirements and working capital changes on a day-to-day basis, and long-term financing is relevant to the long-term growth and strategic goals.
[bookmark: _Toc227845225]Strategic Financial Restructuring Plan 
[bookmark: _Toc227845226]Restructuring Recommendations
One of the financial restructuring options that can be used by Tesla is an equity injection, which is to raise more capital by issuing shares to either existing shareholders or new shareholders. The given strategy is especially suitable in the recent financial patterns of Tesla, such as a decrease in profitability (net profit margin decreasing to 4.06% in 2025) and deteriorating efficiency ratios, which means that Tesla will put an additional strain on its internal cash generation.
Equity injection would be a great use to the financial status of Tesla as it would enhance its capital base, but not debt. Equity financing, as opposed to borrowing, does not involve any paying of fixed interest, which alleviates the financial burden and enhances liquidity (Feng and Xu, 2026). This is highly useful in the present environment whereby the cash operating cycle of Tesla is increasing and more cash is held in inventory and operating cycles. Equity injection would help Tesla to maintain adequate liquidity to meet its working capital requirement and operations.
Moreover, this would enhance the gearing structure of Tesla. The debt-to-equity ratio (0.10 in 2025) is rather low at the moment, which means that the company can raise funds, but raising equity will improve financial stability and minimize the risk. Equity base also enhances creditworthiness as it is easier and provides opportunities to seek debt financing in future in case the need arises (Boonen et al., 2025).
Equity injection can be used to complement long-term investments (into new markets, innovative technologies development, increasing production capacity) and is a strategic advantage. This is in line with the growth-oriented Tesla business model, which involves a lot of capital investment. It also enables the company to stay flexible since it does not come with any kind of the restrictions.
However,there are certain kind of the limitations. The issue of new shares can result in dilution of ownership, loss of control over the current shareholders and also could affect the earnings per share. This may impact on the short-term investor sentiment (He et al., 2022). On the other hand, the funds collected are used well to enhance efficiency and profitability of the operations, the long-term effects on the shareholder value will be positive.
All in all, an equity injection is a low-risk and sustainable restructuring of Tesla, which would boost liquidity, balance sheet, and further growth without adding to the financial burdens.
[bookmark: _Toc227845227]Impact Evaluation
The suggested equity injection would have a great effect on the financial structure and performance of Tesla especially shareholder value, debt profile and flexibility of operations.
In long term it can have a positive impact on shareholder value but in short term mixed responses can be seen. The new shares could result in dilution of the shareholder and earnings per share (EPS) which might adversely impact on the market perception and share price in the short run (Kaphle, 2025). To investors, equity issuance could be considered a pointer that internal cash flow is weakening, as Tesla is experiencing deteriorating profitability ratios. But when the capital raised is invested in high-paying projects, which is innovation, expansion, or efficiency, it may increase future earnings potential. This may have the long-term effect of enhancing the value of firms and counter-balancing the original dilution effect and eventually benefit the shareholders by raising the value of their shares.
In the aspects of debt structure, an equity injection will enhance the financial viability of Tesla as it will minimize the use of external borrowing. Having a fairly low debt-to-equity ratio of 0.10 in 2025, Tesla is not an overly leveraged company, yet higher equity will reduce financial risk and enhance solvency. This decreases the fixed interest payments and helps the company in times of economic uncertainty or decreasing cash flows (Poudyal, 2025). Also, an increased equity base will increase the creditworthiness, and Tesla will be able to borrow at a lower interest in the future in case of necessity. In general, there is more conservative and resilient debt structure.
Equity financing offers a significant benefit in terms of the flexibility of operations. It does not require a set repayment timetable and covenants as does debt, thus Tesla is freer to make decisions. This is an important attribute to a capital-intensive and innovation-driven company because the company can always invest in research and development, expand its production and enter new markets without the financial strain. In addition, equity financing will enhance the liquidity of Tesla, which will allow it to control the working capital cycle more efficiently, and address risks related to a slow cash turnover (Wang, 2025).
On the whole, equity injection can cause short-term issues among shareholders, but it will improve Tesla financial status, minimize risk, and increase flexibility in strategic options in the long term, which is why it is a viable restructuring choice.
[bookmark: _Toc227845228]Global & Ethical Consideration
When dealing with the issue of equity injection as an element of financial restructuring, Tesla, Inc. will need to pay close attention to a number of international and ethical aspects such as taxation, currency risk, inflation, and corporate social responsibility (CSR) since they can have a strong impact on the financial results and stakeholder image.
Taxation wise Tesla would be subjected to different corporate taxation systems, withholding taxes and regulatory provisions in different jurisdictions as it seeks to raise equity in such jurisdictions. When conducting business globally, profits can be taxed in different ways, depending on their place of origin (Hebous et al., 2024). Tesla should also make sure that it is not violating international tax regulations and to prevent aggressive tax avoidance policies as the latter may damage its reputation and result in legal consequences. 
Another critical consideration is the currency risk because Tesla also incurred revenues and costs in various currencies (Zaggia2022). The earnings and returns on investments may be affected due to fluctuations in exchange rates. An example is that when the US dollar appreciates, foreign earnings can be reduced upon conversion meaning that the profitability would be impacted. To avoid this, Tesla is able to implement hedging procedures like forward contracts or natural hedging by balancing revenues and expenses expressed in the same currency.
The role of inflation is also prominent especially in the global markets where costs are different (Sun, 2024). Inflation may also lead to an increase in production costs such as raw materials and labour which when not transferred to customers can squeeze money in the profit margins. Equity financing is beneficial in these types of environments because it does not attract any fixed interest payments as it happens with debt. 
Ethically, Tesla needs to maintain superior environmental sustainability, labour and governance practices. The company being a pioneer in electric vehicles has a role to play in ensuring that its operations, such as battery production and supply chain sourcing are both ethical (Yang et al., 2022). It is essential to be responsible in sourcing raw materials including lithium and cobalt and its impact on the environment. As well, the stakeholders should be informed about the use of funds that were raised recently in a transparent way to ensure trust.
[bookmark: _Toc227845229]Investment Appraisal and Capital Budgeting 
[bookmark: _Toc227845230]Project Evaluation (A, B, C)
	Criteria
	Project A
	Project B
	Project C

	Initial Investment (£m)
	50
	50
	50

	Payback Period (Years)
	4.5
	4.55
	3.6

	ARR (%)
	1.6%
	2%
	6%

	NPV (£m @10%)
	-8.69
	-8.31
	-2.00

	Profitability Index (PI)
	0.83
	0.83
	0.96

	IRR (%)
	3.15%
	3.76%
	8.82%

	Overall Ranking
	3rd
	2nd
	1st


[bookmark: _Toc227845231]Quantitative Techniques
With the help of Net Present Value (NPV), Payback Period (PBP), Accounting Rate of Return (ARR), Profitability Index (PI), and Internal rate of Return (IRR), the comprehensive comparison of the financial viability of the project A, B and C done.
Net Present Value (NPV) Analysis
This approach begins with the Net Present Value (NPV) that takes into account the time value of money and is considered to be the most effective one (Shou, 2022). The NPV of the three projects is negative at a discount rate of 10% implying that none of the projects meets the required discount rate. Project A has an NPV of -£8.69m, Project B -£8.31m, and Project C -£2.00m. Although each of them is unacceptable in absolute terms, Project C is the most preferable one since it has the lowest negative NPV, i.e., it will lead to the lowest loss in value. This indicates that Project C is the project to obtain the cost of capital at the firm.
Payback Period (PBP) Analysis.
Payback Period (PBP) is concerned with the speed of recovery of the initial investment (Ngwakwe, 2025). Project C will pay back in the shortest time of 3.6 years as compared to Project A (4.5 years) and Project B (4.55 years). It implies that Project C has a quicker cash recovery, which can be especially helpful in the case of a firm with decreasing efficiency and an increasing cash operating cycle. PBP however disregards the cash flows beyond the pay back period and does not take into account the time value of money.
Accounting Rate of return (ARR) Analysis
Accounting Rate of Return (ARR) is used to determine the profitability in terms of accounting profits (Maheshwari et al., 2024). Project C again gives the highest ARR of 6% then Project B is 2% and lastly Project A is 1.6%. This indicates that Project C has a greater average profit compared to the investment. But ARR is also founded on accounting numbers as opposed to cash flows and it does not give attention to the timing of returns, which limits its usefulness.
Profitability Index (PI)
The Profitability Index (PI) is used to measure the value created per unit of investment (Al-Ali et al., 2024). The PI of project A and B are 0.83 and 0.83, respectively, and the PI of project C is greater, 0.96. As the values of all the projects are less than 1, all the projects are not acceptable according to the strict financial requirements. However, Project C is once again the highest, which means that it creates more value in relation to its cost than the other alternatives.
Internal Rate of Return (IRR)
Lastly, there is the Internal Rate of Return (IRR) which approximates the rate of return on each project (Wangchuk, 2022). Project A, B and C have an IRR of about 3.15, 3.76 and 8.82 respectively. All the IRRs are below the required 10% and hence technically, the projects are not viable. However, Project C is the nearest to the target, which makes it relatively attractive.
[bookmark: _Toc227845232]Recommendations & Justification
Project C is the most appropriate to be chosen as the investment option based on the overall investment appraisal based on NPV, PBP, ARR, PI, and IRR. Though neither of the projects has a positive NPV at the necessary discount rate of 10% all of the evaluation methods, Project C always performs better than Projects A and B, which is why it is the most financially feasible within the constraints specified.
Project C has the least negative NPV (-£2.00m) and therefore, it causes the lowest destruction of shareholder value in comparison to Project A (-£8.69m) and Project B (-£8.31m) in terms of value creation. This indicates that Project C is adjacent to the cost of capital of the company and has the most potential of being profitable in case the situation changes like a decrease in the discount rate or cost efficiencies in the operations (Alia and AbuSarees, 2026).
Project C has the least payback period of 3.6 years in regard to liquidity and cash flow management. This is especially critical considering the fact that the company is becoming less efficient in terms of its ratio such as decreased inventory turnover and asset utilisation ratio, which are signs that the cash operating cycle is becoming longer. Quickened payback period will enhance the cash flow and lower the liquidity risk, and Project C will be more appropriate to the current financial needs of the company (Al-Ali, 2024).
In terms of profitability, Project C also provides the highest ARR (6%), and IRR (8.82%), and is much more profitable than the rest of the projects. The IRR though still lower than the required 10, is much nearer compared to the yields of Projects A and B. Also, the larger Profitability Index (0.96) shows that Project C will create more value in comparison to the amount of investment.
There are additional reasons, non-quantitative, which contribute to this recommendation. The increased mid-term cash inflows of Project C (years 3 and 4) imply greater growth potential, and this can lead to an increase in customer demand and competitiveness in the market (Pangilinan et al., 2025). However, threats like uncertainty in the market, technological fluctuations, and the possible demand fluctuations should be taken into account. To maximise returns, proper risk management strategies will be needed.
Conclusively, although Project C does not completely satisfy the investment criteria, it is the best available choice since it has better performance in all the financial measures and it suits the company’s requirement in terms of better liquidity and profitability.
[bookmark: _Toc227845233]Capital Rationing
Capital rationing is a situation where the company is faced with few financial resources and it is required to make decisions on the most efficient combination of projects to maximise returns (Ogbaisi and Okolie, 2025). Here, Tesla can choose between two projects out of the three (each costing 50 million) since the investment budget is 100 million. This must be decided in terms of value maximisation and take into consideration the financial performance and risk.
Based on the quantitative analysis, it is evident that Project C tops most of the investment appraisal techniques. It has the largest IRR (8.82%), largest ARR (6), the lowest payback period (3.6 years) and the largest profitability index (0.96). Also, its negative NPV (-£2.00m), is the lowest, thus, it is closer to the required 10% return. Thus, Project C must certainly be chosen as one of the investments in a combination.
The second option is between Project A and Project B. Project B does a little better when compared to Project A. It has a higher IRR (3.76% vs 3.15%), higher ARR (2% vs 1.6%), and a less negative NPV (-£8.31m vs -£8.69m). Even though the profitability index of both projects is similar (0.83), Project B will provide more predictable and regular annual cash flows (£11m annually) and as such is less risky than Project A with its variable cash flows.
Combinations can be assessed under capital rationing due to the following:
· Project A + C: Total NPV = -£10.69m 
· Project B + C: Total NPV = -£10.31m 
· Project A + B: Total NPV = -£17.00m 
A combination of Project B and C gives the least negative NPV, or in other words the least loss of value an is the most economical, given the budget constraint. Strategically, the choice of Projects B and C offers a balance between stability and growth as well. Project B can be used to guarantee a stable and predictable cash flow that can be used to maintain the liquidity status of Tesla, whereas Project C provides greater returns and shorter payback and enhances cash flow efficiency. To sum up, the best choice with a capital rationing limit of 100 million would be to invest in Project B and Project C since this combination will result in the best returns, less financial risk, and helps Tesla to enhance its liquidity and operational efficiency.
[bookmark: _Toc227845234]Conclusion 
In conclusion, the financial overview indicates that Tesla is facing reduced profitability and efficiency, although its liquidity levels are relatively good, and the gearing is relatively low. The evaluation of cash operating cycle shows that the operating cycle is becoming longer, due to decreased inventory turnover and utilisation of assets, which puts pressure on the working capital management. In response to this, some specific working capital reforms and equity injection plan are suggested to enhance liquidity, decrease financial risk, and promote the future growth. 
The investment appraisal also shows that even though there is no project amongst the suggested projects that can yield the required rate of return, Project C can be considered the most viable project, with better performance in all the important measures. The Projects B and C give the optimal balance of risk, return and cash flow stability, when capital rationing is applied. All in all, these recommendations can place Tesla in a better economic place to achieve better financial performance, greater operational efficiency, and remain competitive in an ever-changing global market.
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	Profitability

	
	2025
	2024
	2023
	2022
	2021

	Gross profit margin
	
	
	
	
	

	Gross profit
	17094
	17450
	17660
	20853
	13606

	Revenue
	94827
	97690
	96773
	82642
	53823

	Gross profit margin
	18.03
	17.86
	18.25
	25.23
	25.28

	
	
	
	
	
	

	Net profit margin
	2025
	2024
	2023
	2022
	2021

	Net profit
	3855
	7153
	14,974
	12587
	5644

	Revenue
	94827
	97690
	96773
	82642
	53823

	Net profit margin
	4.065
	7.322
	15.473
	15.231
	10.486



	Liquidity

	Current ratio
	2025
	2024
	2023
	2022
	2021

	Current assets
	68,642
	58,360
	49616
	40917
	27100

	Current liabilities
	31,714
	28,821
	28,748
	26,709
	19,705

	Current ratio
	2.16
	2.02
	1.73
	1.53
	1.38

	
	
	
	
	
	

	Quick ratio
	2025
	2024
	2023
	2022
	2021

	Current assets
	68,642
	58,360
	49616
	40917
	27100

	Inventories
	12,392
	12,017
	13626
	12839
	5757

	Current liabilities
	31,714
	28,821
	28,748
	26,709
	19,705

	Quick ratio
	1.77
	1.61
	1.25
	1.05
	1.08



	Efficiency ratio

	Asset turnover ratio
	2025
	2024
	2023
	2022
	2021
	2020

	Net sales
	94827
	97690
	96773
	82642
	53823
	

	Total assets
	137806
	122070
	106618
	82338
	62131
	52148

	Average assets
	129938
	114344
	94478
	72234.5
	57139.5
	

	Asset turnover ratio
	0.730
	0.854
	1.02
	1.14
	0.94
	

	
	
	
	
	
	
	

	Inventory turnover ratio
	2025
	2024
	2023
	2022
	2021
	2020

	COGS
	57165
	62873
	66389
	51108
	33393
	

	Total inventories
	12,392
	12,017
	13626
	12839
	5757
	4101

	Average inventories
	12204.5
	12821.5
	13232.5
	9298
	4929
	

	Inventory turnover ratio
	4.68
	4.90
	5.02
	5.50
	6.77
	



	Gearing ratio

	Equity ratio
	2025
	2024
	2023
	2022
	2021

	Total equity
	82137
	72913
	62634
	44704
	30189

	Total assets
	137806
	122070
	106618
	82338
	62131

	Equity ratio
	0.60
	0.60
	0.59
	0.54
	0.49

	
	
	
	
	
	

	Debt ratio
	2025
	2024
	2023
	2022
	2021

	Total debt
	8,376
	5,773
	5230
	3099
	6834

	Total assets
	137806
	122070
	106618
	82338
	62131

	Debt ratio
	0.06
	0.05
	0.05
	0.04
	0.11



	Cash flow ratio 

	Cash ratio
	2025
	2024
	2023
	2022
	2021

	Cash and cash equivalent
	17616
	17037
	17189
	16924
	18144

	Current liabilities
	31,714
	28,821
	28,748
	26,709
	19,705

	Cash ratio
	0.56
	0.59
	0.60
	0.63
	0.92

	
	
	
	
	
	

	Cash flow coverage ratio
	2025
	2024
	2023
	2022
	2021

	Net cash flow from operations
	14747
	14923
	13256
	14724
	11497

	Total debt
	8,376
	5,773
	5230
	3099
	6834

	Cash flow coverage ratio
	1.76
	2.58
	2.53
	4.75
	1.68




	Investment ratio

	Debt-to-equity
	2025
	2024
	2023
	2022
	2021

	Total debt
	8,376
	5,773
	5230
	3099
	6834

	Total equity
	82137
	72913
	62634
	44704
	30189

	Debt-to-equity
	0.10
	0.08
	0.08
	0.07
	0.23

	
	
	
	
	
	

	Return on equity
	2025
	2024
	2023
	2022
	2021

	Net income
	3855
	7153
	14,974
	12587
	5644

	Shareholder's equity
	82137
	72913
	62634
	44704
	30189

	Return on equity
	0.05
	0.10
	0.24
	0.28
	0.19


[bookmark: _Toc227845238]Investment appraisal
	Year
	Cash flows
	Discounted rate (10%)
	Present value 
	Cumulative PV

	0
	-50
	1
	-50
	-50

	1
	10
	0.909
	9.09
	-40.91

	2
	12
	0.826
	9.91
	-31.00

	3
	14
	0.751
	10.51
	-20.48

	4
	10
	0.683
	6.83
	-13.65

	5
	8
	0.621
	4.97
	-8.69

	Present value 
	 
	 
	41.314
	 

	 
	 
	NPV
	-8.686
	 



	Year
	Cash flows
	Discounted rate (10%)
	Present value 
	Cumulative PV

	0
	-50
	1
	-50
	-50

	1
	11
	0.909
	9.999
	-40.001

	2
	11
	0.826
	9.086
	-30.915

	3
	11
	0.751
	8.261
	-22.654

	4
	11
	0.683
	7.513
	-15.141

	5
	11
	0.621
	6.831
	-8.31

	Present value
	 
	 
	41.69
	 

	 
	 
	NPV
	-8.310
	 



	Year
	Cash flows
	Discounted rate (10%)
	Present value 
	Cumulative PV

	0
	-50
	1
	-50
	-50

	1
	5
	0.909
	4.545
	-45.455

	2
	10
	0.826
	8.26
	-37.195

	3
	20
	0.751
	15.02
	-22.175

	4
	25
	0.683
	17.075
	-5.1

	5
	5
	0.621
	3.105
	-1.995

	 
	 
	 
	48.01
	 

	 
	 
	NPV
	-2.00
	 




	Year
	Cash Inflow (£m)
	Cumulative (£m)

	1
	10
	10

	2
	12
	22

	3
	14
	36

	4
	10
	46

	5
	8
	54

	Initial investment
	50

	Amount recovered in year 4
	46

	Amount to be recovered
	4

	Cash flow in 5th year
	8

	Fraction
	0.5

	Payback period
	4.5



	Year
	Cash Inflow (£m)
	Cumulative (£m)

	1
	11
	11

	2
	11
	22

	3
	11
	33

	4
	11
	44

	5
	11
	55

	 
	 
	 

	Initial investment
	50

	Amount recovered in year 4
	44

	Amount to be recovered
	6

	Cash flow in 5th Year
	11

	Fraction
	0.545454545

	Payback period
	4.55



	Year
	Cash Inflow (£m)
	Cumulative (£m)

	1
	5
	5

	2
	10
	15

	3
	20
	35

	4
	25
	60

	5
	5
	65

	 
	 
	 

	Initial investment
	50


	Amount recovered in year 3
	35


	Amount to be recovered
	15


	Cash flow in 4th Year
	25


	Fraction
	0.6


	Payback period
	3.6




	Year
	Cash Inflow (£m)
	Depreciation (£m)
	Profit (£m)

	1
	10
	10
	0

	2
	12
	10
	2

	3
	14
	10
	4

	4
	10
	10
	0

	5
	8
	10
	-2

	
	
	Total profit
	4

	
	
	
	

	Average profit
	0.8
	
	

	ARR = Average profit / Initial investment X 100
	1.6
	
	



	Year
	Cash Inflow (£m)
	Depreciation (£m)
	Profit

	1
	11
	10
	1

	2
	11
	10
	1

	3
	11
	10
	1

	4
	11
	10
	1

	5
	11
	10
	1

	
	
	Total profit
	5

	Average profit
	1
	
	

	ARR
	2
	
	



	Year
	Cash Inflow (£m)
	Depreciation (£m)
	Profit

	1
	5
	10
	-5

	2
	10
	10
	0

	3
	20
	10
	10

	4
	25
	10
	15

	5
	5
	10
	-5

	
	
	Total profit
	15

	
	
	
	

	Average profit
	3
	
	

	ARR
	6
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