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[bookmark: _Toc225846373]Introduction
The focus of this report is to evaluate the current financial position of the multinational EV manufacturer Tesla. This includes a thorough and critical financial evaluation of the company within the past five years period (2021-2025). This is a critical challenge that is posed by the Chief Financial Officer (CFO) who has relied upon three critical aspects of evaluation in this report. Firstly, the report is relying upon critical health checks based on key financial ratios and their interpretations. Secondly, it relied on the working capital management of the company based on the cash conversion cycle. Thirdly, it focuses on different capital budgeting methods to evaluate viable investment options for the company among available ones.
[bookmark: _Toc225846374]1. Financial Health Check
[bookmark: _Toc225846375]1.1 Profitability Analysis
[image: ]
Fig 1: Profitability Analysis
(Source: Excel)
The company also got better at managing costs, which helped the operating margin go from 5% in 2021 to 17% in 2024. Then it went down to 12% in 2025, which might mean costs are going up or people are not buying as many cars (Andoko and Angeline, 2023). The net profit margin did something critical, as it went up from 4% in 2021 to 15% in 2023 and 2024 and then it went down to 10% in 2025. This could be because costs are going up and there is competition in the electric car market or Tesla is changing its prices to keep selling cars. Tesla’s Return on Equity (ROE) which is like a report card for how well the company uses the money investors give it went up fast from 5% in 2021 to 27% in 2024 (Singh et al., 2024). Then it went down to 17% in 2025, which might worry investors if it keeps going down.
So, Tesla was making a lot of money but now it is having some problems recently keeping those margins, especially since the electric car market is getting more competitive.
[bookmark: _Toc225846376]1.2 Liquidity Analysis
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Fig 2: Liquidity Analysis
(Source: Excel)
Looking at how much cash Tesla has; it is observed that its short-term financial situation is getting a little weaker. The current ratio, which is a measure of how cash and other easy-to-selling things Tesla has compared to what it owes went down from 2.16 in 2021 to 1.38 in 2025 (Rohmawati et al., 2024). The quick ratio, which is similar but does not include inventory, also went down from 1.77 to 1.08. Both numbers are still above 1, which means Tesla has cash and other assets to pay for what it owns in short terms (Ikhsan, 2022). But the fact that they are going down means Tesla has less flexibility with its money currently.
This might be happening because Tesla needs money to run its daily operations, has more inventory or owes more money in the short term (Li, 2025). The quick ratio going down faster might mean Tesla is relying much on inventory, which is not as easy to turn into cash as some other assets (Huang, 2023). Tesla still has cash, but the trend is not good and means the company needs to manage its daily operations better.
[bookmark: _Toc225846377]1.3 Efficiency Analysis
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Fig 3: Efficiency Analysis
(Source: Excel)
Looking at how Tesla uses its assets, it is observed that the company has got a lot better at making money from what it owns but lately it has got a little worse. The asset turnover ratio, which is like a measure of how much money Tesla makes from its assets (Utami and Muslih, 2022), went up from 0.69 in 2021 to 0.99 in 2024. This is good because it implies that Tesla was using its assets efficiently, which is what happens when a company gets bigger and better at what it does (Fang, 2022).
Then the ratio went down to 0.87 in 2025, which might mean Tesla is buying too many assets or not making enough money from them. This could be because the company produces many products (automobiles, spare parts and so on) and they are not selling them fast enough or because it is not using its assets as well as it could (Cao, 2025). Tesla is still pretty good at using its assets considering the value of the ratios; but the fact that it is getting a little worse means the company needs to pay attention and make some changes.
[bookmark: _Toc225846378]1.4 Leverage and Solvency Analysis
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Fig 4: Leverage Analysis
(Source: Excel)
Tesla’s capital structure has changed a lot over the five years. The debt-to-equity ratio was low from 2021 to 2024, going from 0.13 to 0.18. This means Tesla was not relying much on debt to finance its operations (Susilawati et al., 2022). Then the ratio jumped to 0.28 in 2025, which shows the company is now borrowing more money from outside.
The interest coverage ratios were very strong during this time reaching a high of 72.42 in 2024. Then it dropped to 17.51 in 2025. The overall performance of Tesla's profitability has deteriorated and so has its interest coverage ratio. This indicates that as Tesla continues to borrow, interest expense to a company is increasing and indicates financial stress (Firdaus and Tanjung, 2022). Similarly to profit, due to the declining profit levels of Tesla, the company is becoming more financially risky due to increased borrowings.
While Tesla remains in good financial standing, the continued increase in borrowings puts the company at increased risk.
[bookmark: _Toc225846379]1.5 Investor and Market Performance
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Fig 5: Investor Valuation Analysis
(Source: Excel)
According to multiple key metrics, Tesla has been inconsistent throughout the period, with 2021 through 2023 showing upward movements of its earnings per share although the $1.63 to $4.30 decline down to $1.08 by 2025 mirrors Tesla's continuing decline in net income. 
Despite the decrease in earnings per share, the P/E ratio increased dramatically reaching a level of 398.53 by 2025. Therefore, it can be said that the level of confidence among investors regarding Tesla's future is very high and the company's future growth and ongoing innovation (Ferniawan et al.) will be significant factors that drive Tesla's stock price higher or lower depending on future actual results vs expectations. 
[bookmark: _Toc225846380]1.6 Cash Flow Analysis
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Fig 6: Cash Flow Performance Analysis
(Source: Excel)
As far as cash flow is concerned, Tesla reflects how successful they have been as a business, and from an operational perspective, has seen many positive operating cash inflows for each of the previous four years with the cumulative cash flow amount increasing from $11,497 million in 2021 to $14,747 million in 2025 (Tesla, 2026; The Wall Street Journal, 2026). Therefore, even though profit was negatively impacted in this time span, Teslas has still generated very large amounts of positive cash flow through operations.
Tesla's cash flow margin has risen from 16% of revenues in 2021 to 21% of revenues in 2025, indicating that the corporation continues to become more effective at converting dollars of revenue into cash. Such efficiencies illustrate that Tesla has effectively run its business and will continue to be fiscally sound. Furthermore, Tesla has maintained an excellent level of cash conversion efficiency, which can be viewed as further proof of Tesla making a profit regardless of being able to report profit.
In contrast, cash conversion efficiency has been somewhat volatile, decreasing from 3.04 in 2021 to 1.06 in 2024 and reversing back to 1.77 in 2025, which indicates that Tesla may have overestimated their earning power. Nonetheless, overall strong cash flow is positive for Tesla and will enable the company to invest in future endeavors and meet financial obligations.
[bookmark: _Toc225846381]1.7 Overall Financial Position and Key Issues
In summary Teslas financial performance over the five years has been a mix of good and bad. The company has grown its revenue. Been profitable and it has used its assets efficiently. It has also generated a lot of cash which's good for investing in its future and paying its debts.
There are some concerns. Teslas profitability has been going down. Its liquidity is getting weaker. The company is also borrowing money, which increases its financial risk. The fact that the stock price is so high compared to its earnings means that investors might be expecting too much from the company.
Tesla needs to focus on making its operations more efficient using its assets better and managing its cash flow carefully. It also needs to make sure that investors have expectations about the companys future. If Tesla can do these things, it will be able to keep growing and creating value for its investors. If it does not the company might face some challenges in the future.
[bookmark: _Toc225846382]2. Working Capital Management Analysis
[bookmark: _Toc225846383]2.1 Cash Operating Cycle Assessment

Fig 7: Cash Operating Cycle analysis
(Source: Excel)
The cash operating or conversion cycle (CCC) is the time it takes for Tesla to turn the assets like inventory into cash from sales. Tesla's cash operating cycle has been negative for the past five years. In 2021, its cash operating cycle was -67.47 days; in 2022, it was -22.33 days; in 2023, it was -0.49 days; in 2024, it was -8.55 days; and in 2025, it was -0.92 days. A negative cash operating cycle means Tesla is receiving cash from its customers before it pays its suppliers (Zaher and Illescas, 2022; Habib et al., 2022). This is a sign that Tesla is managing its working capital well.
In 2021, Tesla’s cash operating cycle was very negative which means the company was very efficient. This was probably because a lot of people wanted to buy Teslas products and the company was getting paid by customers before it had to pay its suppliers (Akpadaka and Edeh, 2024). Over time, the cash operating cycle got less negative which means Tesla is not as efficient as it used to be. By 2025 the cash operating cycle is zero, which means Tesla is not getting as much help from its suppliers.
[bookmark: _Toc225846384]2.2 Receivables Management
Receivable days observations show that Tesla collects cash from customers quickly. It only takes a day to get paid. In 2021 it took 2.52 days to get paid. In the years after that it took less than 1.5 days. This is because Tesla sells its products directly to customers and gets paid upfront.
The fact that Tesla collects cash quickly means it has a lot of liquidity and does not have to worry as much about customers not paying. This also gives Tesla an advantage over companies because it does not have to tie up a lot of money in accounts receivable.
[bookmark: _Toc225846385]2.3 Inventory Management
The number of inventory days for Tesla is an important factor; for example, Tesla had 'days of inventory' of 60 days in 2021, and in 2022 had 59.47 days, which indicates that Tesla improved on its efficiency regarding the selling of its items and how well it manages its inventory during this period. After 2022, Tesla continued to see a slight increase in its 'days of inventory', but this increased amount has continued to be approximately 62 days.
For Tesla, having an appropriate amount of inventory is a very important factor for, as having too much inventory you will have a high cost of carrying it or having too little may not let the company meet customer demand for the products you sell. Based on this, Tesla has appeared to have reached a balance point; however, the company has not made any material improvements in managing its inventory.
Some factors might be contributing to Tesla's struggles with inventory management include their inability to procure the necessary parts in a timely manner, producing more than they have historically produced, and/or that they are being overly cautious with them building an appropriate level of inventory (in the event that something occurs and they cannot operate a production line).
[bookmark: _Toc225846386]2.4 Payables Management
The number of days it takes Tesla to pay its suppliers has become progressively shorter over time; from 135.29 in 2021 to only 64.45 in 2025, demonstrating that they have reduced their reliance on supplier credits as a source of funds needed to operate (Burnie and Ridder, 2023).
In 2021 Tesla took a time to pay its suppliers. This could mean that Tesla had a lot of power over its suppliers or it was waiting to pay them so it could keep its cash position. This implies that now Tesla is paying its suppliers faster than earlier. This could be because the company wants to have relationships with its suppliers or it wants to make sure it can get the parts it needs.
[bookmark: _Toc225846387]2.5 Overall Working Capital Efficiency
Tesla has excellent control over its cash resources. This is evidenced by the company's cash operating cycle typically being negative or close to zero; therefore, it has significantly lower portion of its cash invested in working capital. Tesla collects cash from customers much more quickly than it takes to pay their suppliers.
However, due to the current economic climate, this may change. The cash operating cycle is moving toward zero as Tesla pays suppliers more quickly while holding the same amount of inventory and taking longer to collect cash from customers (Zaher and Illescas, 2022). This will decrease the amount of cash on hand (liquidity) and result in a need for more capital. If revenue growth slows down, this could create additional issues for Tesla.
[bookmark: _Toc225846388]2.6 Recommendations for Improvement
In order to manage its working capital better Tesla needs to focus on each part of the cash operating cycle. First the company needs to keep collecting money from its customers. It should also be careful when it sells things on credit (Li, 2025). Tesla can use payment systems and have strict rules about credit to keep its receivable days low.
Second Tesla can improve its inventory management. The company can use in-time practices to predict demand better and use digital technology to manage its supply chain (Ramadani et al., 2024). If Tesla can reduce its inventory days a little bit, it can free up a lot of money.
Third Tesla needs to manage its payables. The company should try to renegotiate its contracts with suppliers when it can. Tesla wants to have relationships with its suppliers, but it also wants to pay them later if it can. This can help the company get back some of the benefits it used to have.
[bookmark: _Toc225846389]2.7 Short-Term vs Long-Term Financing
The way Tesla manages its working capital will affect how it borrows money. As the cash operating cycle gets closer to zero the company might need to use short-term financing options like trade credit or bank loans to pay for its operations.
Short-term financing can put Tesla at risk of having more financial issues if it looks to also have enough funds available in the future via financing methods such as going public or getting a longer-term loan for stability. Long-term financing will help achieve both stable equity growth and strong working capital management for Tesla.
[bookmark: _Toc225846390]3. Strategic Financial Restructuring Plan
[bookmark: _Toc225846391]3.1 Rationale for Financial Restructuring
The financial health of Tesla is not good. There are three problems; firstly, the company is not making as much money as it used to. The operating margins have gone down a lot in the year. Second the company is having trouble with cash flow. This means it is hard for Tesla to pay its bills on time. Third, the company has a lot of debt, which is making it hard for Tesla to pay its interest payments. For Tesla to stop costly losses and begin growing it's necessary for them to alter their current finance plan. Tesla is in a competitive market, and it needs to be smart about how it spends its money.
[bookmark: _Toc225846392]3.2 Equity Injection and Capital Rebalancing
To help address the financial challenges faced by Tesla, the company can solicit further investment from shareholders by issuing additional shares. Tesla's current high stock price indicates a strong demand for the company's equity, illustrating how investors view Tesla as an attractive investment opportunity at this time; therefore, Tesla should issue new shares to raise funds for investment in research and development, pay down debt, and provide cash for other large expenditures (Palacín-Sánchez et al., 2023). Issuing equity may seem like a negative action for current shareholders as they dilute their ownership interest, however, long-term success will drive demand for Tesla's stock, resulting in wealth creation for all shareholders.
[bookmark: _Toc225846393]3.3 Debt Restructuring and Optimisation
Tesla has debt and needs to manage it carefully. One way to do this is to refinance the debt and extend the period when the company must repay the debt (Mehmood and De Luca, 2025). By doing this, Tesla would have a more stable cash flow and less risk of defaulting on loans.
Another way Tesla can manage its debt is to get lower interest rates on its loans. This could help Tesla save money and make it easier for them to pay their bills. The main goal should be that the overall amount of debt will always be manageable, not to eliminate all of Tesla's debt. Having some debt can also provide opportunity for Tesla to save taxes (Mehmood and De Luca, 2025). However, Tesla should avoid accumulating excessive amounts of debt so as not to put their ability to repay the debt in jeopardy.
[bookmark: _Toc225846394]3.4 Strategic Divestiture and Asset Optimisation
Tesla can address its issues by avoiding underperforming and unprofitable investments. Since Tesla has rapidly expanded and operates multiple different segments, some of these units are experiencing significant financial difficulties.
By diverging from unprofitable segments, Tesla can utilise the capital generated from their sale to fund investments in growth areas. By reallocating capital to generate profits and increased operational efficiencies, Tesla will improve their bottom line. By utilising the existing resources that they already own, including their manufacturing and assembly facilities as well as their capital equipment, Tesla will generate more profits and will be able to accomplish their corporate goals. 
[bookmark: _Toc225846395]3.5 Strategic Partnerships and Mergers
In addition to selling off its unprofitable segments, Tesla can also partner with other companies rather than completely acquiring businesses. This is particularly important as it relates to Tesla's entry into new markets to sell its vehicles. Partners may also help mitigate Tesla’s market-entry risks by providing support in establishing retail operations within that market (Choudhary et al. 2025) and supply essential parts for the manufacture of Tesla's vehicles.
For instance, the company may rely on other partners to produce parts or batteries on their behalf, which may eventually reduce the required operating costs and ensure sufficient available parts at their disposal (Choudhary et al., 2025). This will also help them reduce production time. Such partnerships are far less risky than acquiring companies that would cause high capital or investments of acquisition. This also helps the company to check their long-term liabilities. 
[bookmark: _Toc225846396]3.6 Impact on Shareholder Value
The focused strategies are aiming towards less risk exposure, more profit generation and continuous growth of the company. Thus, in the eyes of the investors, these are much more beneficial and will help the company with continuous cash flow. The company can also focus on diversifying their value proposition through innovation and new products. Proper management of the debt levels would help the company to reduce and control the overall financial risks and maintain steady operations (Palacín-Sánchez et al., 2023). There is also a requirement for a proper evaluation of the long-term impacts of the restructuring strategy. For instance, selling more equity would dilute shares of the current shareholders that may affect their share value. It may also cause reduction in profitability in short-term due to associated costs (Palacín-Sánchez et al., 2023). However, in long-term better stability and growth are possible to be attained.
[bookmark: _Toc225846397]3.7 Impact on Debt Structure and Financial Stability
A balance between equity and debt is a very viable and stable strategy. A proper mixing of these two financing strategies would diversify the portfolio and thus dilute any associate risks properly. Thus, demand or market fluctuations in the EV market would be possible to be well tackled by the company in future. Moreover, the company would have an excellent opportunity to reduce the dependence on short-term financing options. Hence, it would also help to manage any outstanding debts and have better leverage financially Palacín-Sánchez & et al., 2023). Thus, focusing on innovation and launching new products would become more possible for the company. 
[bookmark: _Toc225846398]3.8 Operational Flexibility and Strategic Agility
Having sufficient funds and resources would imply that the company would be more capable to rapidly evolve, which is a critical requirement of the technology market. Sufficient funds and financing through different options would hence give the company enough agility and flexibility to make operational decisions. As a multi-national technology-oriented company this capability would be a major competitive advantage for the company.
[bookmark: _Toc225846399]3.9 International Considerations
Tesla is a multi-national company, and so it is crucial for the company to have clear understanding and strategy for the different international market challenges. For instance, variations in exchange rates of currency values would affect the sales and profit made by the company in different markets (Al Amosh, 2025).  Further, monetary policies like taxation in different markets would decide how Tesla can use these laws to its advantage (Kalra and Afzal, 2023). Inflation is another such challenge for Tesla. Material and other expenses are much dependent on the rates of inflation in different regions and hence affect how much revenue or profit the company makes in different markets (Rumasukun, 2024). This means Tesla needs to be smart about how it buys its parts and manages its expenses.
[bookmark: _Toc225846400]3.10 Ethical and Corporate Social Responsibility (CSR) Considerations
As a company that makes cars Tesla has a responsibility to be sustainable and environmentally friendly. Especially, for an electric vehicle company like Tesla sustainability and eco-friendliness of the products and operations is a major concern across its stakeholders.
For example, if Tesla sells some of its assets or sells any vehicle or product it is crucial for its customers how that will affect the environment (Wu et al., 2022). When Tesla partbers with other companies it is also necessary to ensure that they are following ethical practices. Transparency and ethical governance are crucial factors for the company considering the marjet that it serves into. If Tesla invests in technologies and renewable energy it can help the environment and make more money in the long term. 
[bookmark: _Toc225846401]4. Investment Appraisal and Capital Budgeting
Investment appraisal is a job for the Chief Financial Officer of Tesla especially in an industry like electric vehicles that needs a lot of money and innovation. Given Teslas decline in profits, tightening cash situation and increasing debt investment decisions must focus on creating value, managing risk and aligning with strategy. This evaluates three investment projects A, B and C using methods: Payback Period (PBP) Accounting Rate of Return (ARR) Net Present Value (NPV) Profitability Index (PI) and Internal Rate of Return (IRR). Then it makes a capital rationing decision under a £100 million limit.
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Fig 8: Project A appraisal
(Source: Excel)
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Fig 9: Project B appraisal
(Source: Excel)
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Fig 10: Project C appraisal
(Source: Excel)
[bookmark: _Toc225846402]4.1 Evaluation Using Payback Period
Payback Period Measures the Time Needed to Recover an Investment through Cash Flows; Provides Insight into Liquidity Risks (Sinaga et al., 2023). The Project A payback period is 4.50 years, Project B's is 4.55 years, and Project C's is considerably less at 3.60 years. A shorter payback period generally indicates less risk especially as Telsa's cash position deteriorates; therefore, the rapid cash recovery of Project C increases Telsa's financial flexibility and reduces risk. However, the payback period does not include cash flow generated once the initial investment has been recovered; therefore, it ignores the time value of money. 
[bookmark: _Toc225846403]4.2 Evaluation Using Accounting Rate of Return
The ARR compares the profit with the amount of the initial investment; ARR for Project A is 1.60% and Project C is considerably higher at 6% which indicates a far higher probability of success for Project C than for Project A. With the continued decline in Telsa's return on equity, all projects must generate positive returns to enable Telsa to provide acceptable returns to shareholders. Project C's high ARR indicates it is more efficient at creating profit than Project A (Sinaga et al., 2023). However, the ARR is based on accounting numbers and therefore does not consider the time value of money.
[bookmark: _Toc225846404]4.3 Net Present Value Analysis
Net Present Value is a method of investment appraisal as it considers the time value of money and directly measures value creation. At an interest rate of 10 percent all three projects will return money back to the investors with CAPM. The NPV of project A is -8,676,000, project B is - 8,301,000 and project C's has the largest negative NPV at -1,984,000 which means that none of the three projects will reach the target return on investment required by Tesla. However, Project C is superior as it minimises value destruction. From a CFO perspective NPV should be the decision criterion. The results suggest that Tesla should ideally reject all projects unless there are strategic justifications (Kadam and Singh, 2025). Given Teslas growth strategy such considerations are highly relevant.
[bookmark: _Toc225846405]4.4 Profitability Index Assessment
The profitability index is a measure that looks at the value created for each unit of investment. This is especially useful when there is not a lot of money to invest. Project A has a profitability index of 82.65 percent Project B has 83.40 percent and Project C has the highest at 96.03 percent. Even though none of the projects have a profitability index of than 1 which would mean they are creating value Project C is still the best at using money wisely (Tulhayat et al., 2025).
This is like what we found with the present value. It shows that Project C is the choice out of the three. The profitability index of Project C is higher, which means it gives returns for each pound invested. This makes it a better choice when money is limited.
[bookmark: _Toc225846406]4.5 Internal Rate of Return Analysis
The internal rate that provides an internal rate of capital to project A, B, and C with an internal rate (operation) of less than 10% gives all three projects an internal return greater than 10%; therefore, they don't provide an internal rate or internal return on data (Sinaga et al., 2023). However, Project Cs internal rate of return is much higher than the two, which means it is doing better. In terms Project C is closer to being a good investment and would be a good choice if the cost of capital was a bit lower or if the cash flow projections were better.
[bookmark: _Toc225846407]4.6 Overall Project Comparison and Recommendation
When we compare all the projects using methods, we see that Project C is the best choice. It has the payback period, the highest accounting rate of return, the least negative net present value, the highest profitability index and the highest internal rate of return. This makes us confident in our conclusion. Even though Project C is the choice it still does not meet the required rate of return, which is a concern. Yeah, but there are a ton of other companies managing their electric vehicle development efficiently and effectively at the same time. In our opinion, Project C's cash flow is expected to be solid for the next couple of years. To put it plainly, that is exactly what Tesla requires to expand into new product lines. So, we can justify investing in Project C even if it does not meet all the requirements.
[bookmark: _Toc225846408]4.7 Capital Rationing Decision
Tesla can only invest a maximum of 100 million pounds, so it needs to choose two projects that're the best. The goal is to get the highest total net present value with the money available (Jamal and Sudrajat, 2022). The total net present values for the combinations are Projects A and B have a net present value of -16.977 million pounds Projects A and C have -10.660 million pounds and Projects B and C have the least negative total net present value of -10.285 million pounds.
Based on this the best combination is Projects B and C as it minimises losses and gives a balance between growth-oriented cash flows. Project B gives cash flows every year, which helps with financial stability while Project C gives higher returns and growth potential. This combination also fits with Teslas situation. Project B helps with liquidity through cash flows while Project C helps with profitability and growth. Together they make a balanced investment portfolio.
[bookmark: _Toc225846409]4.8 Strategic and Non-Financial Considerations
Financial factors matter a lot when making investment decisions in the electric vehicle sector. When thinking about investing in this area things like government incentives are important and changes in these incentives can break a project. Also changes in regulations and trade policies can affect how much it costs to do business and how easily you can sell your products. Customer loyalty and brand reputation are also crucial. Investments that improve product quality offer solutions and support sustainability will help Tesla stay ahead and build demand over time. Project C seems to fit with these goals because of its growth potential. Another thing to consider is technological uncertainty. With advancements in battery tech and autonomous driving investment is needed to stay competitive. Projects that help you stay ahead are necessary.

Based on metrics Project C seems to be the best choice. This is even though all projects have net present values at the required rate of return. If you can only invest an amount doing Projects B and C together is a good idea. This combination gets the value out of your budget and balances stability with growth. Though there are some reasons to hesitate with Project C, from a strategic standpoint pursuing Project C makes sense. The company needs to stay and grow its market share even if short-term results aren't super profitable.
[bookmark: _Toc225846410]Conclusion
In summary, in terms of financial position and cashflow, Tesla is still in a string position as a company. Moreover, the diversified market position of the company offers a great dilution of risks. However, the company needs to have better management of its assets and go for stronger debt and asset management strategies. Moreover, project C is observed to be the best choice for the company among the different viable options that the company is having currently. Also, on having a greater fund at their disposal as investment, a combination of projects B and C seems to be the best option to go for.
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	Finance ($million)
	 
	2021
	2022
	2023
	2024
	2025

	From Income Statement:
	 
	 
	 
	 
	 
	 

	Revenue
	 
	53,823
	81,462
	96,773
	97,690
	94,827

	Operating Profit/EBIT
	 
	6,496
	13,832
	8,891
	7,760
	4,849

	Net Profit
	 
	5,524
	12,583
	14,999
	7,130
	3,794

	Interest Expense
	 
	371
	191
	156
	350
	338

	EPS ($)
	 
	1.63
	3.62
	4.3
	2.04
	1.08

	From Balance Sheet:
	 
	 
	 
	 
	 
	 

	Total Assets
	 
	62,131
	82,338
	106,618
	122,070
	137,806

	Current Assets
	 
	27,100
	40,917
	49,616
	58,360
	68,642

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

	Inventory
	 
	5,757
	12,839
	13,626
	12,017
	12,392

	Total Debt
	 
	8,873
	5,748
	9,573
	13,623
	14,719

	Total Equity
	 
	31,583
	45,898
	63,609
	73,680
	82,865

	From Cash Flow Statement:
	 
	 
	 
	 
	 
	 

	Operating Cash Flow
	 
	11,497
	14,724
	13,256
	14,923
	14,747

	From Market Data:
	 
	 
	 
	 
	 
	 

	Share Price ($)
	 
	312.24
	173.22
	187.29
	404.60
	430.41

	
	
	
	
	
	
	

	
	
	 
	 
	 
	 
	 

	
	
	 
	 
	 
	 
	 

	
	
	
	
	
	
	

	Ratios
	 
	2021
	2022
	2023
	2024
	2025

	Profitability
	 
	 
	 
	 
	 
	 

	Operating Margin
	Operating Profit/Revenue
	0.12
	0.17
	0.09
	0.08
	0.05

	Net Margin
	Net Profit/Revenue
	0.10
	0.15
	0.15
	0.07
	0.04

	ROE
	Net Profit/Total Equity
	0.17
	0.27
	0.24
	0.10
	0.05

	Liquidity
	 
	 
	 
	 
	 
	 

	Current Ratio
	Current Assets/Current Liabilities
	1.38
	1.53
	1.73
	2.02
	2.16

	Quick Ratio
	(Current Assets - Inventory)/Current Liabilities
	1.08
	1.05
	1.25
	1.61
	1.77

	Efficiency
	 
	 
	 
	 
	 
	 

	Asset Turnover
	Revenue/Total Assets
	0.87
	0.99
	0.91
	0.80
	0.69

	Leverage
	 
	 
	 
	 
	 
	 

	Debt-to-Equity
	Total Debt/Total Equity
	0.28
	0.13
	0.15
	0.18
	0.18

	Interest Coverage
	EBIT/Interest Expense
	17.51
	72.42
	56.99
	22.17
	14.35

	Investor / Market Ratio
	 
	 
	 
	 
	 
	 

	Earnings Per Share (EPS)
	 
	1.63
	3.62
	4.30
	2.04
	1.08

	Price-to-Earnings Ratio (P/E)
	Share Price/EPS
	191.56
	47.85
	43.56
	198.33
	398.53

	Cash flow Ratio
	 
	 
	 
	 
	 
	 

	Cash Flow Margin
	Operating Cash Flow/Revenue
	0.21
	0.18
	0.14
	0.15
	0.16

	Cash Conversion Efficiency
	Operating Cash Flow/Operating Profit
	1.77
	1.06
	1.49
	1.92
	3.04





[bookmark: _Toc225846414]Appendix 2 – Cash Operating Cycle analysis
	Finance ($million)
	2020
	2021
	2022
	2023
	2024
	2025

	Revenue
	 
	53,823
	81,462
	96,773
	97,690
	94,827

	Cost of Goods Sold (COGS)
	 
	37,306
	57,066
	74,446
	74,872
	71,585

	Accounts Receivables
	1,913
	2,952
	3,508
	4,418
	4,706
	5,615

	Avg Receivables
	 
	371
	191
	156
	350
	338

	Inventory
	7,592
	5,757
	12,839
	13,626
	12,017
	12,392

	Avg Inventory
	 
	6,674
	9,298
	13,233
	12,822
	12,205

	Accounts Payables
	10,025
	15,255
	14,431
	12,474
	13,371
	14,285

	Avg Payables
	 
	13,828
	12,923
	13,453
	14,843
	12,640



	CCC Assessment
	 
	2021
	2022
	2023
	2024
	2025

	 
	 
	 
	 
	 
	 
	 

	Receivable days (RD)
	Avg Receivables*365/Revenue
	2.52
	0.86
	0.59
	1.31
	1.30

	Inventory days (ID)
	Avg Payables*365/COGS
	65.30
	59.47
	64.88
	62.50
	62.23

	Payable days (PD)
	Avg Payables*365/COGS
	135.29
	82.65
	65.96
	72.36
	64.45

	 
	 
	 
	 
	 
	 
	 

	Cash Operating Cycle (CCC)
	RD + ID - PD
	-67.47
	-22.33
	-0.49
	-8.55
	-0.92





[bookmark: _Toc225846415]Appendix 3 – Project appraisal and capital budgeting
	Year
	0
	1
	2
	3
	4
	5

	Project A (£m)
	 
	 
	 
	 
	 
	 

	Discoun rate (r)
	10%
	 
	 
	 
	 
	 

	Discounting factor (1/(1+r)^Year)
	1.000
	0.909
	0.826
	0.751
	0.683
	0.621

	 
	 
	 
	 
	 
	 
	 

	IInvestment
	50
	 
	 
	 
	 
	 

	Cash Inflow
	 
	10
	12
	14
	10
	8

	 
	 
	 
	 
	 
	 
	 

	Net Cashflow
	-50
	10
	12
	14
	10
	8

	Cum. Cashflow
	-50
	-40
	-28
	-14
	-4
	4

	 
	 
	 
	 
	 
	 
	 

	Payback Period (PBP)
	4.50
	years
	 
	 
	 
	 

	Average profit
	0.80
	 
	 
	 
	 
	 

	Acounting Rate of Return (ARR)
	1.60%
	 
	 
	 
	 
	 

	Internal Rate of Return (IRR)
	2.72%
	 
	 
	 
	 
	 

	 
	 
	 
	 
	 
	 
	 

	Present Value (PV)
	-50.000
	9.091
	9.917
	10.518
	6.830
	4.967

	Total PV of inflows
	41.324
	 
	 
	 
	 
	 

	 
	 
	 
	 
	 
	 
	 

	Net Present Value (NPV)
	-8.676
	 
	 
	 
	 
	 

	Profitability Index (PI)
	82.65%
	 
	 
	 
	 
	 

	
	
	
	
	
	
	

	
	
	
	
	
	
	

	Year
	0
	1
	2
	3
	4
	5

	Project A (£m)
	 
	 
	 
	 
	 
	 

	Discoun rate (r)
	10%
	 
	 
	 
	 
	 

	Discounting factor (1/(1+r)^Year)
	1.000
	0.909
	0.826
	0.751
	0.683
	0.621

	 
	 
	 
	 
	 
	 
	 

	IInvestment
	50
	 
	 
	 
	 
	 

	Cash Inflow
	 
	11
	11
	11
	11
	11

	 
	 
	 
	 
	 
	 
	 

	Net Cashflow
	-50
	11
	11
	11
	11
	11

	Cum. Cashflow
	-50
	-39
	-28
	-17
	-6
	5

	 
	 
	 
	 
	 
	 
	 

	Payback Period (PBP)
	4.55
	years
	 
	 
	 
	 

	Average profit
	1.00
	 
	 
	 
	 
	 

	Acounting Rate of Return (ARR)
	2.00%
	 
	 
	 
	 
	 

	Internal Rate of Return (IRR)
	3.26%
	 
	 
	 
	 
	 

	 
	 
	 
	 
	 
	 
	 

	Present Value (PV)
	-50.000
	10.000
	9.091
	8.264
	7.513
	6.830

	Total PV of inflows
	41.699
	 
	 
	 
	 
	 

	 
	 
	 
	 
	 
	 
	 

	Net Present Value (NPV)
	-8.301
	 
	 
	 
	 
	 

	Profitability Index (PI)
	83.40%
	 
	 
	 
	 
	 

	
	
	
	
	
	
	

	
	
	
	
	
	
	

	Year
	0
	1
	2
	3
	4
	5

	Project A (£m)
	 
	 
	 
	 
	 
	 

	Discoun rate (r)
	10%
	 
	 
	 
	 
	 

	Discounting factor (1/(1+r)^Year)
	1.000
	0.909
	0.826
	0.751
	0.683
	0.621

	 
	 
	 
	 
	 
	 
	 

	IInvestment
	50
	 
	 
	 
	 
	 

	Cash Inflow
	 
	5
	10
	20
	25
	5

	 
	 
	 
	 
	 
	 
	 

	Net Cashflow
	-50
	5
	10
	20
	25
	5

	Cum. Cashflow
	-50
	-45
	-35
	-15
	10
	15

	 
	 
	 
	 
	 
	 
	 

	Payback Period (PBP)
	3.60
	years
	 
	 
	 
	 

	Average profit
	3.00
	 
	 
	 
	 
	 

	Acounting Rate of Return (ARR)
	6.00%
	 
	 
	 
	 
	 

	Internal Rate of Return (IRR)
	8.59%
	 
	 
	 
	 
	 

	 
	 
	 
	 
	 
	 
	 

	Present Value (PV)
	-50.000
	4.545
	8.264
	15.026
	17.075
	3.105

	Total PV of inflows
	48.016
	 
	 
	 
	 
	 

	 
	 
	 
	 
	 
	 
	 

	Net Present Value (NPV)
	-1.984
	 
	 
	 
	 
	 

	Profitability Index (PI)
	96.03%
	 
	 
	 
	 
	 



CCC Assessment

Cash Operating Cycle (CCC)	
2021	2022	2023	2024	2025	-67.472079461157534	-22.326876651840344	-0.49024692101713185	-8.5470774444918618	-0.91954124316861652	Inventory days (ID)	
2021	2022	2023	2024	2025	65.301988956200077	59.470963445834649	64.877394352953814	62.504641254407524	62.228714116085769	Payable days (PD)	
2021	2022	2023	2024	2025	135.2900002680534	82.653637892966046	65.956028530747119	72.359426754995198	64.449256129077327	Receivable days (RD)	
2021	2022	2023	2024	2025	2.5159318506957993	0.85579779529105593	0.58838725677616688	1.3077080560958132	1.3010007698229407	
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