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[bookmark: _Toc1483053855]Introduction
The aim of the report is to act as a CFO of the EV manufacturing company, namely Tesla Inc, for the purpose of evaluating the last 5 years' financial performance, identifying main problems and developing a turnaround or financial strategy. For the same purpose, the report will evaluate financial statements and conduct ratio analysis to assess the company's financial performance over the last five years and identify its core problems. Besides this, another section will discuss the cash operating cycle and recommend different strategies to improve liquidity through working capital. Similarly, different sources of finance like short-term or long-term, will also be discussed in the present report. In addition to this, the report will discuss a financial restructuring plan, covering restructuring options, their impact on financial and operational aspects, and ethical and international considerations. The last part will use different investment appraisal techniques to determine the feasibility of different projects.
[bookmark: _Toc1990933903]About Tesla Inc
Tesla Inc is a US-based company operating in the automotive industry. The company is a manufacturer of electronic vehicles, batteries, and solar. It has more than 100,000 employees (Tesla Inc, 2026). The product portfolio of Tesla Inc comprises of solar energy products, Model S, Megapack, Model X, and Powerwall. It carries business operations through the website, stores, and channel partners. It operates businesses in different regions across the globe, namely the US, China, Germany, Europe, and the Asia Pacific region. It is listed in US stock exchange NASDAQ with code TSLA and has a market capitalisation of more than $1,459.3 billion (Global Data, 2024).
1. [bookmark: _Toc1683403814]Financial health Check
Analysis of financial statements
The company’s financial statement revealed a significant increase in revenues from $31,536 million to $97,690 million over the last 5 years, reflecting an increase of 209% in sales. Similarly, gross profit and net profit of the company also shown significant growth from 2020 to 2023; however, both declined in 2024 due to a rise in operational expenses and stiff competition in the market. A rise in debt also increased finance charges and affected the profits of the company. This indicates a decline in financial performance during 2024 compared to previous years. Additionally, the proportion of growth in current assets is quite high compared to current liabilities. Similarly, the company’s equity growth also helped in reducing financial leverage and capability to meet debt obligations. However, cash flows of the company significantly reduced from $19,384 million to $16,139 million in the last five years, which can be considered a problem for the company (Tesla Inc, 2024). The section below will help in gaining valuable insights about financial health and identifying core problems in the company.
Ratio Analysis
(Refer to appendix 1 for detailed calculations of ratios)
Profitability

Figure 1: Tesla Inc profitability ratios from 2020 to 2024
Profitability ratios measures ability of business entities in generating profits over different variables like revenues, operational expenses, equity, and assets. Gross profit margin and net profit margin are main examples of profitability ratios. Gross profit margin analyses the relationship between gross profit and sales. It shows actual profits over production that are available for meeting other operational expenses. Additionally, net profit margin evaluates the relationship between sales and net profits, which is used for analysing financial performance and overall efficiency of business entities (Jani, 2020). The above bar chart reflects an uptrend in both gross profit margin as well as net profit margin of the company; however, gross profit margin declined from 18.25% to 17.86% in 2024, and net profit margin declined from 15.47% to 7.32% in 2024. A rise in energy prices and other operational expenses like selling, general and administrative are some of the main reasons that reduced gross profit and net profits of the company. Aggressive pricing strategy of the company, cost pressure and fierce competition from Chinese EV companies have eroded the profit margin of the company during 2024 (Tesla Inc, 2024). Overall, a sharp growth in gross and net profit margin from 2020 to 2023 is a key strength of sustainable growth; however, a fall in both during 2024 indicates a weakness in the key problem of the company.
Liquidity

Figure 2: Tesla Inc liquidity ratios from 2020 to 2024
Liquidity ratios are mainly used to evaluate the capability to meet current obligations. Both the current and quick ratio helps in analysing liquidity position. The only difference in two ratios is that the current ratio considers all current assets, whereas the quick ratio only considers liquid assets. Ideal current and quick ratios are 2:1 and 1:1 (Allad and Maisuria, 2015). Line chart indicates strong growth or an uptrend in both the current ratio and quick ratio. Tesla Inc reported a current and quick ratio of 1.88 and 1.59 in 2020, which rose to 2.02 and 1.61 in the year 2024. Increased investment in current assets helped the company improve liquidity ratios in the last 5 years. A rise in current and quick ratio are strengths of the company as it owns sufficient assets to meet current obligations. However, it might also indicates weakness of the company as the current ratio of 2.02 is significantly higher than the industry average of 1.05 (Macro Trend, 2025). This indicates that either company is using assets ineffectively or has idle resources, which can be considered a key weakness or problem.
Efficiency

Figure 3: Tesla Inc efficiency ratios from 2020 to 2024
The inventory turnover ratio helps in evaluating the liquidity, indicating how much time it takes for a business to convert or replenish inventory. Additionally, asset turnover is another efficiency metric which evaluates business efficiency in terms of using assets to generate revenues. A high asset turnover ratio and inventory turnover ratio is feasible as it indicates both assets and inventory are effectively used to generate higher sales (Nasution, 2020; Monea, 2019). Asset turnover of the company shows an upward trend from 2020 to 2022, but it started falling from 2023 onwards. A sharp rise in assets or over investment in assets caused a fall in the asset turnover ratio, indicating ineffective use of assets to generate revenues. Excessive investment or ineffective use of production can be the main reasons or problems behind the fall in asset turnover of the company. On the other hand, the inventory turnover ratio shows an upward trend as same rose from 6.07 to 6.68 over the last 5 years, reflecting the fast conversion of inventories into sales.
Gearing

Figure 4: Tesla Inc gearing ratios from 2020 to 2024
Debt-equity ratio as well as interest cover are both measure of gearing. The debt-equity ratio analyses the relationship between debt and equity to identify financial risk or leverage. On the other hand, interest cover tells how many times operating profit covers finance charges or interest (Jani, 2020). The debt-equity ratio of the company reflects a downward trend as it dropped from 1.23 to 0.66 in the year 2024. A high proportion of increase in equity compared to debt has helped in reducing the debt-equity ratio. This is a strength of the company as it became more capable of meeting long-term obligations in an effective manner. However, the interest cover of Tesla Inc has dropped in the last two years due to a fall in profits and rise in interest charges, which can create a problem for the company to meet interest obligations in the long term during lower profits.
Investment

Figure 5: Tesla Inc investment ratios from 2020 to 2024
Earnings per Share (EPS) as well as return on Equity (ROE) are some investment ratios that investors uses for making investment decision. EPS reflects the amount of profit generated per share basis; whereas, ROE reflects the rate of return generated on equity value (Hutagalung, 2021). EPS reflects earning power of business and ROE shows efficiency in using shareholders' capital. Column chart revealed an uptrend in both EPS and ROE from 2020 to 2022, but both started falling from 2023 onwards. EPS declined from 4.73 to 2.23; whereas, ROE declined from 23.63% to 9.72% during 2024 (Tesla Inc, 2024). A fall in profits and rise in equity are the main causes behind the fall in EPS and ROE, which is a problem for the company. A fall in EPS and ROE indicates ineffective usage of equity and reduced returns for the shareholders.
Cash flow

Figure 6: Tesla Inc cash flow ratios from 2020 to 2024
Cash flow ratios like the operating cash flow ratio and cash flow ratios are used for evaluating cash availability or safety cushion as well as predicting financial failure (Jooste, 2007). These ratios are helpful for the purpose of evaluating the financial health of business entities. Both operating cash flow as well as cash flow ratio shows downtrend in the last 5 years. Although the company’s operating cash flow and cash flow have reduced in the last five years, but the company is still in strong financial health due to its possession of a huge amount of cash. This can be considered the biggest strength of the company.
Strengths, Weakness, Threats and Recommendations
	Strengths
	Weakness
	Threat

	· Strong growth in revenues
· Better liquidity position
· Effective usage of inventory
· Low financial leverage
· Stable cash position
	· Fall in profits
· Investment in idle resources
· Ineffective use or excessive investment in assets
· Reduced shareholder returns
· Ineffective use of equity
	· Stiff competition in EV industry especially from Chinese firms
· Transition from growth phase to maturity or competitive phase


Several recommendations can be made as part of the Tesla’s turnaround or financial strategy to address core problems and achieve sustainable growth:
· The company should focus on reducing unnecessary expenses or waste to reduce expenses and boost profits. Similarly, reducing fixed overheads is also another way to reduce expenses (Indeed, 2025). This will help the company in improving profit margins, creating value for shareholder, and maximising shareholder returns.
· Selling unnecessary assets or investing idle resources in high-yield generating assets can prove to be favourable in addressing the current problem of ineffective use or excessive investment in assets (Wells Fargo, 2025).
· Improving asset utilisation is also crucial to address the problem of ineffective use of assets to generate higher sales. This can be achieved by tracking performance, automation, investing in technology, and conducting production facilities audits regularly.
· Reducing selling price, conducting a study on customers for meeting required needs, and offering additional benefits compared to competitors can help in reducing stiff competition threat (Essenbee, 2026).
2. [bookmark: _Toc2018336320]Analysis of working capital management
Cash operating cycle
(Refer to appendix 2 for detailed calculations of Cash Operating Cycle)

Figure 7: Tesla Inc cash operating cycle from 2020 to 2024
Cash operating cycle is a financial metric that is used for a period, which elapses between cash spent and cash collected. In other words, it reflects the time taken from the purchase of raw material for production to the collection of cash from customers. It has mainly 2 components namely operating cycle, which includes inventory conversion and average collection; and deferral payment period, which reflects the time taken by businesses for meeting vendors' obligations. The shorter cash operating cycle is best compared to a long cash operating cycle as the short cycle reflects faster conversion of receivables and inventories into cash (Safira and Kavyashree, 2023). It was found that the company’s inventory and receivable days are lower than payable days, which helped in generating a negative cash cycle from 2020 to 2022. Receivable, inventory and payable days during 2020 are 13 days, 52 days, and 91 days. However, a gradual rise in receivable and inventory days (from 13 to 17 days and 52 to 55 days), as well as a fall in payable days from 91 to 57, caused generating of a positive cash cycle. During the 2020s, the company gave priority on faster collection from debtors and faster conversion of raw material; however, this was reduced over time in the last few years, which reduced cash flows and affected liquidity. The company currently tied up cash flow in operations and is focusing on meeting obligations on priority rather than collecting outstanding funds and fast conversion of inventories into sales. This will affect working capital requirements and create pressure on liquidity.
Strategies to improve liquidity
Different ways can be adopted as a strategic approach to improve liquidity. Some of the key strategies that company can adopt to improve liquidity are discussed hereunder:
	Improve accounts receivable
	Improving accounts receivable is the best strategy to improve liquidity. Offering discount on early payments as well as reducing payment terms can improve cash flows and liquidity (BDC, 2024). 

	Tighten trade payable
	Negotiating regarding discount for early payments can help improving liquidity. Similarly, negotiating better payment terms can also enable in delaying payments and improving liquidity for short-term.

	Financing options
	Effective management of working capital reduces dependencies on external funds. Thus, considering different financing option during need like invoicing or credit lines can help in improving cash flows and addressing problem of cash flow gaps (Golembieski, 2025).

	Reducing operational expenses
	Reducing operation expenses is another strategic approach to improve liquidity, which can be done by outsourcing some business functions or optimising business process.


Tesla Inc can also use above strategies to improve liquidity through working capital reforms.
Short-term and long-term financing options
It is quite difficult for companies to select from short or long-term financing options due to the different risk-return trade-off. For instance, short-term financing is more risky as compared to long-term financing due to unknown future interest rates. Similarly, short-term is also risky as business entities faces problems in renewing short-term debts. In short, short-term financing options arise with renewal and interest rate risk. However, the cost of short-term financing is quite lower than that of long-term financing. On the contrary, business entities knows financial obligations for the entire period in long-term sources of finance but have a high cost of capital. Short-term financing options can be selected for managing working capital and long-term sources can be used for business expansion or investment in fixed assets (Kinara, 2024). Both short-term and long-term sources of finance are discussed in the next section.
Overdraft, credit line, discounting and factoring are some of the most useful short-term sources of finance. Overdraft refers to the facility for companies to withdraw funds over the account balance up to a certain limit. Overdrafts are unsecured and have variable interest rates, which makes it better option for managing cash shortages. Additionally, a credit line is another source which allows business entities to borrow funds multiple times. It is secured and helps in managing working capital; however, regular payment of interest is the main drawback of credit lines. Further, short-term loans are another option, which are secured and allow borrowing fixed capital from financial institutions. Moreover, discounting as well as factoring are also other short-term source of finance, which allows business entities in converting trade receivables into cash. Discounting allows receiving funds from a lender; whereas, factoring allows selling invoices to banks at discounts, which helps in improving liquidity (Baresa, Bogdan and Ivanovic, 2017).
The company can also opt for different long-term source of finance like equity, preference shares, debentures, and others. Equity financing helps in raising capital with the help of issuing shares in the market. No requirement for mortgage as well as dividend payment is a key strength of equity financing; however, loss of control and high cost are some of the key drawbacks of equity financing (Capstone, 2023). Additionally, preference shares are another source or hybrid securities that companies issue for raising capital from the market. It is a flexible source of finance, which does not dilute ownership of the company. However, high cost as well as fixed dividend obligation are some of the key drawbacks of preference shares (Schmidt, 2020). Further, another long-term funding source is debentures, which is an instrument issues by companies to raise funds in exchange for interest payments. It is a cheaper source of finance and does not dilute ownership; however, rigid interest payments are the main drawback of debentures (Karle, 2021).
Overall, different sources have different strengths and drawbacks, and the company can select sources based on its specific business requirements. However, based on net income theory, it can be helpful to use a mix of debt and equity because it reduces the overall cost of capital and increases the company’s value (Pandey, n.d.). Thus, it can be stated that forming a capital structure by using both equity and debentures can be helpful for the company, which will also assist in reducing current issue related to fall in interest cover through optimal mix of equity and debentures.
3. [bookmark: _Toc526842228]Strategic financial restructuring plan
Recommending Financial Restructuring Options
Based on the computed and analysed ratios for Tesla, multiple financial restructuring options could be recommended to improve the overall position of the company. The primary recommendation is divestiture of Underutilised or Idle Assets, as the higher current ratio, along with a lower asset turnover ratio, shows that Tesla is carrying excess current assets and possibly idle resources.  In such instances, companies like Tesla must detect underutilised or non-performing assets like redundant facilities, surplus inventor low yield investments and consider divestiture. Moreover, selling idle assets releases tied-up capital, advances asset turnover, and allows investing them back into high-performing areas like automation or advanced battery technology (Authority, 2017). Thus, this approach will also assist in decreasing holding costs and increasing complete operational efficiency. Further, the reduction in the interest coverage ratio shows decreased ability to pay off debt because of falling profits, which require debt optimisation and interest cost management. Thereby, the company must renegotiate terms of interest with lenders, could refinance ongoing debt at a lower rate of interest or replace short-term debt with long-term structured financing (McCoy et al., 2020). This will decrease interest burden, advance interest coverage ratio and stabilise overall cash flows.
Further, the reduction in EPS and ROE highlights inefficient use of capital, which makes equity injection or capital reallocation essential. The company may consider a proper internal capital restructuring or equity injection to fund high-return investments like energy storage expansion. However, it is necessary that equity be used selectively for investments with robust projected returns to make sure higher shareholder value and improved profitability. Share buybacks are another alternative if excess equity capital exists, which could balance EPS with market confidence (Ezekoye, 2016). Lastly, the company may go for selective acquisitions, mergers, or strategic alliances with supply chain and technology firms. Such collaborations can advance the use of resources, decrease operational expenses, and increase production efficiency, which eventually improves asset turnover and profitability ratios. Overall, applying such restructuring approaches will strengthen the financial efficiency of the company along with optimising resource use and improving long-run shareholder return.
Evaluating Impact on Shareholder Value, Debt Structure, and Operational Flexibility
The offered financial restructuring approaches are anticipated to considerably impact debt structure, shareholder value, and overall operational flexibility of Tesla. In terms of impact on shareholder value, the divestiture of underutilised or idle assets will probably increase shareholder value by improving profitability and asset use. By turning non-performing assets into liquidity funds and investing them back into high-return projects, the company can improve its EPS and ROE. Moreover, strategic equity restructuring along with selective share buybacks may further boost shareholder wealth by decreasing excess equity and increasing earnings per share. In addition, greater profitability and adequate use of resources enhance investor confidence that a possible increase in market value and strengthen long-run shareholder returns (Arshad et al., 2023). In terms of impact on debt structure, debt optimisation approaches like refinancing existing borrowing at reduced interest rates or turning short-term debt into long-term liabilities are likely to create a more balanced and controllable debt structure.
Such changes are anticipated to upgrade the interest coverage ratio by decreasing finance cost and spreading repayment liabilities over a longer time. Moreover, keeping a balanced debt-to-equity ratio assists companies in retaining financial stability, along with ensuring access to additional funds when needed (Nukala and Prasada Rao, 2021). Overall, restructuring debt will lower financial threat and strengthen the overall creditworthiness of the company. In terms of impact on operational flexibility, operational flexibility is anticipated to improve through divestitures and overall strategic collaborations. Selling redundant assets will decrease operational complexity and allow management to focus on primary activities like product efficiency and innovation. Moreover, strategic alliances could increase access to advanced supply chain efficiencies and technology that enables companies to respond rapidly to market changes (Roy and Satpathy, 2019). Further, greater liquidity from released capital will allow Tesla to invest in upcoming opportunities, alter production levels, and manage uncertainties adequately. Hence, such restructuring alternatives are expected to form a robust financial base along with improving adaptability and long-run sustainability.
International and Ethical Considerations                       
While applying financial restructuring strategies, Tesla should carefully consider ethical and international factors like taxation, CSR, current risk, and inflation, as the company works across various global markets. Global taxation polices could considerably impact restructuring decisions like mergers, divestitures, or equity restructuring. The company should evaluate the tax implications of shifting operations or selling assets, as capital gain taxes, corporate tax, and import duties vary across jurisdictions. Moreover, efficient tax planning, like the use of tax credits for investments in renewable energy, could decrease tax liabilities and advance complete profitability (STELLA, n.d). However, ethical compliance with global tax rules is important to limit legal penalties and maintain corporate reputation.
Further, as the company operates at the international level, it faces currency exchange risks because of changes in international exchange rates. Income earned in distinct currencies may lose its value when turned into the reporting currency, which impacts shareholder return and profitability. To manage current risk, companies adopt hedging approaches like currency diversification or forward contracts (Tiwary, 2019). In addition, inflation in several nations can increase operational and production costs, particularly for logistics and raw materials. Effective financial planning, pricing adjustments, and cost control approaches can assist Tesla Inc mitigate inflationary influences and maintaining financial stability.
Lastly, financial restructuring must relate to robust social and ethical responsibility practices. For example, divestiture decisions must consider community impact and employee welfare, especially in areas where facilities may be sold or closed. Tesla Inc should ensure that restructuring does not compromise social and environmental liabilities, as sustainability remains primary to the brand value. Keeping open communication with different stakeholders, assisting fair labour practices, and continuing investments in renewable energy initiatives will strengthen their trust and increase long-term brand value. Hence, integrating ethical and global considerations into financial restructuring ensures sustainable growth and responsible value formation for stakeholders.
4. [bookmark: _Toc562249415]Investment appraisal and capital budgeting
Discussion of investment appraisal techniques
Payback Period (PBP)
PBP is the technique that enables project managers to recoup investment in computing time. It tells how much time the project takes to cover the entire investment made initially. A project with a short payback is feasible compared to a long payback due to the fast recovery of the investment. Easy method and preference for liquidity are some major advantages of payback; however, it also has several limitations. For instance, it does not cover all cash flows as it ignores after payback cash flows. Similarly, it also lacks in considering an important concept, namely, the time value of money (Cotter, 2023).
Accounting Rate of Return (ARR)
ARR is another technique similar to return on investment, which measures profits generated by an investment. It does not deal with cash flows and is the only technique that focuses on profits. Investment in a project with high ARR is more favourable than investing in a project with low ARR. It is not only simple and easy but it also helps in determining financial performance of project. However, ARR ignores both the timing of cash and the time value of money, which are the main limitations of the ARR technique (Gurung, 2025).
Net Present Value (NPV)
NPV is the difference between the present value of cash inflows and the initial investment. NPV technique helps in calculating project value by using a discount rate. The consideration of the time value of money is also one of the key advantages of NPV, which makes it most suitable compared to other techniques. Investing in a project with a positive NPV is favourable as it indicates the project will create value addition; however, project managers refrain from investing in a project with a negative NPV. However, estimation of an accurate hurdle rate is one of the main limitations of the NPV technique (Yan and Zhang, 2022).
Profitability Index (PI)
PI is used for checking investment attractiveness by evaluating the relationship between initial investment and the future benefits. A PI higher than 1 indicates that the investment is profitable; however, investment in a project with a PI of less than 1 is not favourable. Although PI is beneficial for ranking different projects; however, its use is quite difficulty for comparing mutually exclusive projects (Gurau, 2012).
Internal Rate of Return (IRR)
IRR refers to the rate at which a project breaks even and neither generates profits nor losses. It is helpful for estimating investment returns. Investing in a project is suitable for project managers when the IRR exceeds the discount rate, as it indicates value creation in the company. However, investing in a project where the IRR is lower than the discount rate is not beneficial. IRR uses the time value of money as well as all cash flows; however, failure to consider project size is the main limitation of IRR. Similarly, it is also not helpful when there are non-conventional cash flows (Li, 2025).
Evaluation
(Refer to appendix 3 for detailed calculations of investment appraisal techniques)
On evaluation of investment appraisal techniques, it was identified that projects A, B and C’s payback period are 4.50 years, 4.55 years, and 3.66 years, indicating project C will take less time and project B will take the highest time to cover the investment. ARR of project A, B, and C are 1.60%, 2% and 6%, which implies that project C will generate the highest return on investment and project A will generate the lowest return on investment. Additionally, the NPVs of projects A, B, and C are -£8.68 million, -£8.30 million, and -£1.98 million, respectively, reflecting that investing in all projects is not feasible, but project C is better than A and B due to the least negative NPV. Further, the PI of projects A, B, and C are 0.83, 0.83, and 0.96; whereas, the IRR of projects A, B, and C are 2.72%, 3.26%, and 8.59%, respectively.
Since the NPV of all projects is negative, it implies that investing in projects will destroy the value of the company. Investing in a project with a negative NPV is not feasible as it destroys value for the shareholders. The IRR of all projects is also lower than the discount rate of 10%, which also implies that investing in all projects is not suitable, as the company fails to generate sufficient funds to recover the initial investment. However, the company should invest in project C if it is strategically justifiable for the company’s growth. Although investing in project with negative NPV’s is not feasible; however, investing in project C can still be justifiable for EV company namely Tesla Inc. It can be considered as a strategic investment in relation to Tesla’s innovation growth business model, wherein technological advancements and competitive advantage in the long term will outweigh financial inefficiencies of the short term.
Selecting project C is better option compared to other projects as it is least damaging. Project C has least negative NPV, lowest payback and highest ARR. Since project C has the lowest payback period, it will help the company improve profits and ROE. Additionally, the company’s liquidity position is significantly strong and thus the company is in situation to invest funds for the long term by ignoring short-term inefficiencies. This can reduce threats and help in gaining a competitive edge in a highly dynamic and challenging environment in the EV industry. Further, asset inefficiency of the company is also the main problem, and thereby investing in project C is preferable as it will generate higher cash flows and improve asset efficiency.
In addition to this, Tesla operates in a highly competitive market, which enhances the risk of losing technological leadership. Thus, investing in project C will help the company improving innovation and gaining competitive edge in the market in the long run. The value of the company also depends on innovation as well as brand perception, and thus investing in project C (even if negative) can help in improving trust and loyalty among customers. Further, pushing EV production, carbon targets, and subsidies are also some of the non-financial factors. Since project C supports sustainability positioning, it will help in gaining a compliance advantage for the company. Overall, not all projects are viable due to negative NPV; however, project C can be helpful for the company operating in the innovation-driven automotive industry, namely Tesla; wherein, wherein market positioning and brand equity is crucial for long-term survival.
Suggestion by using capital rationing
It is beneficial for the company to select project B and C in case of capital rationing of £100 million. The combination of projects will generate the least negative NPV. On individually basis, investing in project C is favourable as it has the highest ARR (helpful for generating the highest profits on investment), the least negative NPV, and the closest IRR to the discount rate (helpful in creating value addition for the shareholders). On the other hand, the key rationale behind investing in project B is stable cash flows, which will address the problem of reduced cash flows of Tesla Inc and also help in improving the working capital of the company.
[bookmark: _Toc797871105]Conclusion
The findings of the report revealed that the financial performance and health of Tesla Inc is quite strong; however, the same was affected during the year 2025. A rise in expenses has affected the profit margins of the company; whereas, a high current ratio implies investment in idle resources. Similarly, the asset and equity efficiency of the company has also been adversely affected during the last few years, thereby affecting returns for the shareholders. However, the inventory is effectively and the solvency position of the company is strong. The company can focus on various aspects like reducing expenses, investing in high-tied assets, and others to address the core problem of reduced profits, asset inefficiency, equity inefficiency, and others. Additionally, the cash operating cycle of Tesla has turned from negative to positive, which reflects reduced capability in managing inventory and receivables effectively. This has also created cash flow pressure on the company as it gives priority to meet suppliers' obligations instead of fast receivables collection and fast inventory conversion.
The financial restructuring plan for Tesla focuses on advancing asset efficiency, strengthening debt control, and increasing shareholder return. By applying global and ethical considerations, the recommended approaches will support long-run financial stability, overall operational flexibility, and sustainable value formation in the changing international business environment. Besides this, investment appraisal techniques were used for evaluating the project's viability; wherein, it was found that all projects destroy value of the company. However, investing in project C is most feasible due to positive factors like the least negative NPV and the lowest payback period with the highest ARR. In case of capital rationing, investing in project B and C are favourable due to consistent cash flows and more favourable results than project A.
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Monea, M. (2019) ‘Asset management ratios’, Annals of the University of Petroşani. Economics, 19(2), pp. 63-70. Available at: https://www.upet.ro/annals/economics/pdf/2019/p2/Monea.pdf
Nasution, A.A. (2020) ‘Effect of inventory turnover on the level of profitability’, In IOP Conference Series: Materials Science and Engineering, 725 (1), pp. 012137. Available at: https://iopscience.iop.org/article/10.1088/1757-899X/725/1/012137/pdf
Nukala, V.B. and Prasada Rao, S.S. (2021) Role of debt-to-equity ratio in project investment valuation, assessing risk and return in capital markets. Future Business Journal, 7(1), p.13. 
Pandey, V.S. (n.d.) Capital Structure Decision and Value of the Firm. Available at: https://www.lkouniv.ac.in/site/writereaddata/siteContent/202003291621086976vijayshankarpandey_Capital_Structure_Theory.pdf (Accessed: 17 April 2026).
Roy, S. and Satpathy, B. (2019) Strategic alliance between information intensive services and supply chain integration: impact on firm performance. Brazilian Journal of Operations & Production Management, 16(2), pp. 241-260. 
Safira, F. and Kavyashree, K. (2023) ‘Impact Of Cash Conversion Cycle on Firm's Profitability An Empirical Study’, 11th International Conference on Emerging Trends in Corporate Finance and Financial Markets, pp. 1-6. Available at: https://www.sdmimd.ac.in/financeconference2023/papers/IFC2372.pdf
Schmidt, J. (2020) Preferred Shares. Available at: https://corporatefinanceinstitute.com/resources/career-map/sell-side/capital-markets/preferred-shares/ (Accessed: 17 April 2026).
STELLA, F. (n.d.) The role of Taxation in Corporate Restructuring Strategies.
Tesla Inc. (2024) Annual Report. Available at: https://www.annualreports.com/HostedData/AnnualReports/PDF/NASDAQ_TSLA_2024.pdf (Accessed: 17 April 2026).
Tesla Inc. (2026) About Us. Available at: https://www.tesla.com/about (Accessed: 17 April 2026).
Tiwary, A.R. (2019) Study of currency risk and the hedging strategies. Journal of Advanced Studies In Finance (JASF), 10(19), pp. 45-55. 
Wells Fargo. (2025) 5 ways to improve your liquidity ratio. Available at: https://smallbusinessresources.wf.com/5-ways-to-improve-your-liquidity-ratio/ (Accessed: 17 April 2026).
Yan, R. and Zhang, Y. (2022) ‘The Introduction of NPV and IRR’,. In 2022 7th International Conference on Financial Innovation and Economic Development (ICFIED 2022), 211, pp. 1472-1476. Available at: https://www.atlantis-press.com/article/125971692.pdf




[bookmark: _Toc805400745]
1

Appendices
1. [bookmark: _Toc780894174]Ratios
	Ratios of Tesla Inc

	Profitability Ratios
	2020
	2021
	2022
	2023
	2024

	Gross profit
	6,630
	13,606
	20,853
	17,660
	17,450

	Sales
	31,536
	53,823
	81,462
	96,773
	97,690

	Gross profit margin
	21.02%
	25.28%
	25.60%
	18.25%
	17.86%

	(Gross profit)/sales*100
	
	
	
	
	

	
	
	
	
	
	

	Net profit
	862
	5,644
	12587
	14,974
	7,153

	Sales
	31,536
	53,823
	81,462
	96,773
	97,690

	Net profit margin
	2.73%
	10.49%
	15.45%
	15.47%
	7.32%

	(Net profit/sales)*100
	
	
	
	
	

	
	
	
	
	
	

	Liquidity Ratios
	2020
	2021
	2022
	2023
	2024

	Current assets
	26,717
	27,100
	40,917
	49,616
	58,360

	Current liabilities
	14,248
	19,705
	26,709
	28,748
	28,821

	Current ratio
	1.88
	1.38
	1.53
	1.73
	2.02

	(CA/CL)
	
	
	
	
	

	
	
	
	
	
	

	Current assets
	26,717
	27,100
	40,917
	49,616
	58,360

	Inventory
	4,101
	5,757
	12,839
	13,626
	12,017

	Current liabilities
	14,248
	19,705
	26,709
	28,748
	28,821

	Quick ratio
	1.59
	1.08
	1.05
	1.25
	1.61

	(CA- inventory)/ CL
	
	
	
	
	

	
	
	
	
	
	

	Efficiency Ratios
	2020
	2021
	2022
	2023
	2024

	Sales
	31,536
	53,823
	81,462
	96,773
	97,690

	Total assets
	52,148
	62,131
	82,338
	106,618
	122,070

	Asset turnover ratio
	0.60
	0.87
	0.99
	0.91
	0.80

	Sales/ Total assets
	
	
	
	
	

	
	
	
	
	
	

	COGS
	24,906
	40,217
	60,609
	79,113
	80,240

	Average inventory
	4,101
	5,757
	12,839
	13,626
	12,017

	Inventory turnover ratio
	6.07
	6.99
	4.72
	5.81
	6.68

	(COGS/ average inventory)
	
	
	
	
	

	
	
	
	
	
	

	Gearing Ratios
	2020
	2021
	2022
	2023
	2024

	Debt
	28,418
	30,548
	36,440
	43,009
	48,390

	Equity
	23,075
	31,015
	45,489
	63,367
	73,617

	Debt-equity ratio
	1.23
	0.98
	0.80
	0.68
	0.66

	(Debt/equity)
	
	
	
	
	

	
	
	
	
	
	

	EBIT
	1,994
	6,523
	13,656
	8,891
	7,076

	Interest
	748
	371
	191
	156
	350

	Interest coverage ratio
	2.67
	17.58
	71.50
	56.99
	20.22

	EBIT/ interest
	
	
	
	
	

	
	
	
	
	
	

	Investment Ratios
	2020
	2021
	2022
	2023
	2024

	Earnings
	862
	5,644
	12,587
	14,974
	7,153

	Outstanding shares
	3,448
	3,018
	3,131
	3,165
	3,207

	EPS
	0.25
	1.87
	4.02
	4.73
	2.23

	(Earnings/ outstanding shares)
	
	
	
	
	

	
	
	
	
	
	

	Equity
	23,075
	31,015
	45,489
	63,367
	73,617

	Net profit
	862
	5,644
	12,587
	14,974
	7,153

	Return on equity
	3.74%
	18.20%
	27.67%
	23.63%
	9.72%

	Net profit/ equity
	
	
	
	
	

	
	
	
	
	
	

	Cash Flow Ratios
	2020
	2021
	2022
	2023
	2024

	Operating cash flow
	5,943
	11,497
	14,724
	13,256
	14,923

	Current liabilities
	14,248
	19,705
	26,709
	28,748
	28,821

	Operating cash flow ratio
	0.42
	0.58
	0.55
	0.46
	0.52

	(Operating cash flow/ current liabilities)
	
	
	
	
	

	
	
	
	
	
	

	Cash
	19,384
	17,576
	16,253
	16,398
	16,139

	Current liabilities
	14,248
	19,705
	26,709
	28,748
	28,821

	Cash ratio
	1.36
	0.89
	0.61
	0.57
	0.56

	(Cash flow/ current liabilities)
	
	
	
	
	



2. [bookmark: _Toc1215815601]Cash Operating Cycle
	Cash Operating Cycle

	
	2020
	2021
	2022
	2023
	2024

	Average inventory
	4,101
	5,757
	12,839
	13,626
	12,017

	COGS
	24,906
	40,217
	60,609
	79,113
	80,240

	Inventory days
	60
	52
	77
	63
	55

	(Average inventory/COGS)*365
	
	
	
	
	

	
	
	
	
	
	

	Receivables
	1,886
	1,913
	2,952
	3,508
	4,418

	Sales
	31,536
	53,823
	81,462
	96,773
	97,690

	Receivable days
	22
	13
	13
	13
	17

	(Receivables/Sales)*365
	
	
	
	
	

	
	
	
	
	
	

	Payables
	6,054
	10,025
	15,255
	14,431
	12,474

	COGS
	24,906
	40,217
	60,609
	79,113
	80,240

	Payable days
	89
	91
	92
	67
	57

	(Payables/ COGS)*365
	
	
	
	
	

	
	
	
	
	
	

	
	
	
	
	
	

	Inventory days
	60
	52
	77
	63
	55

	Receivable days
	22
	13
	13
	13
	17

	Payable days
	89
	91
	92
	67
	57

	Cash Operating Cycle
	-7
	-26
	-1
	10
	14

	(Inventory days+receivable days-payable days)
	
	
	
	
	



3. [bookmark: _Toc905904802]Payback, ARR, NPV, PI, and IRR
	Payback period

	Projects
	A
	B
	C

	Year
	Cash Flows (£M)
	Cumulative
	Cash Flows (£M)
	Cumulative
	Cash Flows (£M)
	Cumulative

	0
	-50
	-50
	-50
	-50
	-50
	-50

	1
	10
	-40
	11
	-39
	5
	-45

	2
	12
	-28
	11
	-28
	10
	-35

	3
	14
	-14
	11
	-17
	20
	-15

	4
	10
	-4
	11
	-6
	25
	10

	5
	8
	4
	11
	5
	5
	

	Payback Period
	
	4.50 
	
	4.55 
	
	3.60 



	Accounting rate of return

	Projects
	A
	B
	C

	Year
	Cash Flows (£M)
	Less: Depreciation
	Profit
	Cash Flows (£M)
	Less: Depreciation
	Profit
	Cash Flows (£M)
	Less: Depreciation
	Profit

	0
	-50
	0
	
	-50
	
	
	-50
	
	

	1
	10
	10
	0
	11
	10
	1
	5
	10
	-5

	2
	12
	10
	2
	11
	10
	1
	10
	10
	0

	3
	14
	10
	4
	11
	10
	1
	20
	10
	10

	4
	10
	10
	0
	11
	10
	1
	25
	10
	15

	5
	8
	10
	-2
	11
	10
	1
	5
	10
	-5

	Average profit
	
	
	0.8
	
	
	1
	
	
	3

	Investment
	
	
	50
	
	
	50
	
	
	50

	ARR
	
	
	1.60%
	
	
	2.00%
	
	
	6.00%

	(Average profits/ investment)
	
	
	
	
	
	
	
	
	



	Net Present Value

	Projects
	
	A
	B
	C

	Year
	Discount factor @ 10%
	Cash Flows (£M)
	PV (£M)
	Cash Flows
	PV (£M)
	Cash Flows
	PV (£M)

	0
	1
	-50
	-50
	-50
	-50
	-50
	-50

	1
	0.9091 
	10
	9.09 
	11
	10.00 
	5
	4.55 

	2
	0.8264 
	12
	9.92 
	11
	9.09 
	10
	8.26 

	3
	0.7513 
	14
	10.52 
	11
	8.26 
	20
	15.03 

	4
	0.6830 
	10
	6.83 
	11
	7.51 
	25
	17.08 

	5
	0.6209 
	8
	4.97 
	11
	6.83 
	5
	3.10 

	NPV
	
	
	-8.68 
	
	-8.30 
	
	-1.98 



	Profitability Index

	
	A
	B
	C

	PV of cash flows
	41.32 
	41.70 
	48.02 

	Investment
	50
	50
	50

	PI
	0.83 
	0.83 
	0.96 



	Internal rate of return

	Projects
	A
	B
	C

	Year
	Cash Flows (£M)
	Cash Flows (£M)
	Cash Flows (£M)

	0
	-50
	-50
	-50

	1
	10
	11
	5

	2
	12
	11
	10

	3
	14
	11
	20

	4
	10
	11
	25

	5
	8
	11
	5

	IRR
	2.72%
	3.26%
	8.59%




Investment
EPS	
2020	2021	2022	2023	2024	0.25	1.870112657389	4.02012136697541	4.73112164296998	2.2304334268787	Return on equity	
2020	2021	2022	2023	2024	0.0373564463705309	0.181976463001773	0.276704258172305	0.236305963671943	0.0971650569841205	



Cash Flow
Operating cash flow ratio	2020	2021	2022	2023	2024	0.417111173498035	0.5834559756407	0.551274851173762	0.46	0.52	Cash ratio	2020	2021	2022	2023	2024	1.36047164514318	0.891956356254758	0.608521472162941	0.570404897732016	0.559973630338989	




Cash Operating Cycle
Inventory days	2020	2021	2022	2023	2024	60.100578173934	52.249173235199	77.3191275223152	62.8656478707671	54.6635717846461	Receivable days	2020	2021	2022	2023	2024	21.8287037037037	12.9729855266336	13.2267805848126	13	17	Payable days	2020	2021	2022	2023	2024	88.7219947000723	90.9845339035731	91.8687818640796	66.5796392501864	56.7423978065803	Cash Operating Cycle	2020	2021	2022	2023	2024	-6.79271282243461	-25.7623751417405	-1.32287375695179	10	14	




Profitability
Gross profit margin	
2020	2021	2022	2023	2024	0.210235920852359	0.252791557512588	0.25598438535759	0.1825	0.1786	Net profit margin	
2020	2021	2022	2023	2024	0.0273338406900051	0.104862233617598	0.154513761017407	0.1547	0.0732	



Liquidity
Current ratio	
2020	2021	2022	2023	2024	1.87514037057833	1.37528546054301	1.53195552061103	1.72589397523306	2.02491239027098	Quick ratio	
2020	2021	2022	2023	2024	1.58731049971926	1.08312611012433	1.05125613089221	1.2519131765688	1.60795947399466	



Efficiency
Asset turnover ratio	
2020	2021	2022	2023	2024	0.604740354376007	0.866282532069337	0.989360926911025	0.91	0.8	Inventory turnover ratio	
2020	2021	2022	2023	2024	6.07315288953914	6.98575647038388	4.72069475815873	5.80603258476442	6.67720728967296	



Gearing
Debt-equity ratio	
2020	2021	2022	2023	2024	1.23154929577465	0.9849427696276	0.801072786827585	0.678728675809175	0.657320999225722	Interest coverage ratio	
2020	2021	2022	2023	2024	2.66577540106952	17.5822102425876	71.4973821989529	56.9935897435897	20.2171428571429	
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