LSE MBA Essentials Certificate — Complete Revision Notes London School of
Economics and Political Science (LSE) Online Programme via GetSmarter — February
to April 2023 Certificate ID: 342406

This 10-module online certificate programme provides essential tools in strategic
management, finance, and behavioural leadership for practising managers.

The programme is structured around three core pillars:

e Strategic Environment (Modules 1-4)
o Financial Toolkit (Modules 5-7)
e Human and Behavioural Dimension (Modules 8-10)

Each module includes videos, notes, discussions, and quizzes. The accompanying
compilation (“#TOUT MBA LSE EN VRAC.pdf”) contains all transcripts, notes, and
assessments.

Module 1: Leading with Influence

Key Concepts: Bases of power (formal/informal), upward and lateral influence tactics
(rational, soft, hard), non-verbal communication (Mehrabian’s 55/38/7 rule), Cialdini’s
principles of persuasion (reciprocity, commitment, social proof, authority, scarcity,
liking).

Practical Application: Select the appropriate tactic based on context and audience to
exercise influence without formal authority.

Module 2: Economics for Managers

Key Concepts: Demand and supply curves, price elasticity, opportunity costs, perfect vs
imperfect competition, profit maximisation.

Practical Application: Analyse market forces to anticipate competitors’ and consumers’
reactions.

Module 3: Competitive Strategy

Key Concepts: Porter’s value chain, sustainable competitive advantage, Porter’s Five
Forces, industry analysis.

Practical Application: Identify levers for differentiation or cost reduction within the value
chain.

Module 4: Corporate Strategy

Key Concepts: Vertical and horizontal integration, diversification, mergers and
acquisitions, arguments for and against integration.

Practical Application: Evaluate external growth decisions and strategic synergies.

Module 5: Financial Accounting

Key Concepts: Income statement, statement of financial position (balance sheet),
statement of cash flows, fundamental accounting equation, financial statements under
IFRS.

Objective: Enable non-specialists to read and understand financial statements.
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Module 6: Management Accounting

Key Concepts: Management accounting, static and flexible budgets, cost-volume-profit
(CVP) analysis, contribution margin, break-even point, costing methods (absorption vs
direct).

Practical Application: Support operational decision-making (make-or-buy, pricing,
resource optimisation).

Module 7: Analysing Financial Statements

Key Concepts: Ratio analysis (profitability, liquidity, efficiency, leverage), interpretation
of financial statements (e.g., Marks & Spencer case).
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Core Formulas (with interpretation and improvement levers):

Dividends

¢ Dividend yield:
Dividends per share
Market price per share

¢ Dividend payout ratio:

Total dividends
Net profit attributable to ordinary shareholders

Leverage (gearing)
Debt
Debt + Equity

(30% often considered high-risk threshold).

Efficiency

¢ |Inventory turnover:

Cost of goods sold
Average inventory

e Receivables turnover:

Revenue
Average receivables

Liquidity

« Current ratio:

Current assets
Current liabilities

(standard = 2:1; too high = excessive idle assets; too low = insolvency risk).

* Quick ratio (acid-test):
Current assets—Inventory
Current liabilities

Profitability

* EPS (Earnings per share):

Net profit—Preferred dividends
Number of ordinary shares

¢ Gross profit margin:

Gross profit
Revenue x 100

¢ Net profit margin:
Net profit after tax
Revenue x 100

¢ ROA (Return on assets):

Net profit after tax
Total assets

* ROE (Return on equity):

Net profit after tax
Total equity x 100

Profitability
- EPS (Earnings per share):
\[\frac{\text{Net profit} - \text{Preferred dividends}{\text{Number of ordinary shares}}\]
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- Gross profit margin:

\[\frac{\text{Gross profit}{\text{Revenue}} \times 100\]

- Net profit margin:

\[\frac{\text{Net profit after tax}{\text{Revenue}} \times 100\]

- ROA (Return on assets):

\[\frac{\text{Net profit after tax}}{\text{Total assets}}\]

- ROE (Return on equity):

\[\frac{\text{Net profit after tax}}{\text{Total equity}} \times 100\]

Liquidity

- Current ratio:

\[\frac{\text{Current assets}{\text{Current liabilities}}\]

(standard = 2:1; too high = excessive idle assets; too low = insolvency risk).
- Quick ratio (acid-test):

\[\frac{\text{Current assets} - \text{Inventory}{\text{Current liabilities}}\]

Efficiency

- Inventory turnover:

\[\frac{\text{Cost of goods sold}}{\text{Average inventory}}\]
- Receivables turnover:
\[\frac{\text{Revenue}}{\text{Average receivables}}\]

Leverage (gearing)
\[\frac{\text{Debt}}{\text{Debt + Equity}}\]
(30% often considered high-risk threshold).

Dividends

- Dividend yield:

\[\frac{\text{Dividends per share}{\text{Market price per share}}\]

- Dividend payout ratio:

\[\frac{\text{Total dividends}}{\text{Net profit attributable to ordinary shareholders}}\]

The Module 7.5 quiz in the course materials illustrates these metrics with concrete
examples (Gary’s Goods, Wanda’s Warehouse).

Improvement levers: Cost reduction for net margin, asset optimisation for ROA/ROE,
faster turnover for liquidity/efficiency.

Module 8: In the Mind of the Manager

Key Concepts: Cognitive biases (overconfidence, heuristics, anchoring, confirmation),
intuitive vs analytical decision-making, bias mitigation.

Practical Application: Systematic correction of judgement errors in managerial
contexts.

Module 9: Nudging Behaviour

Key Concepts: Behavioural economics, nudges (positive incentives, salience, defaults),
distinction between nudge and strong coercion or restriction.
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Practical Application: Design decision environments that guide behaviour without
coercion.

Module 10: Organisational Culture as a Leadership Tool

Key Concepts: Organisational culture (Schein’s levels: artefacts, values, underlying
assumptions), subcultures, strong vs weak culture, leader’s role in maintaining or
changing culture.

Practical Application: Use culture as a lever for alignment and performance without
sole reliance on formal authority.

Transversal Synthesis and Application

The modules interconnect: influence (Module 1) and culture (Module 10) frame strategy
(Modules 2-4), while finance (Modules 5-7) provides objective metrics; biases and
nudges (Modules 8-9) correct human error in applying the tools.

These skills enable integrated decision-making: strategic evaluation of investment
projects, critical reading of financial statements, anticipation of biases in negotiations,
and cultural team alighment. Mastery of these concepts is directly applicable to
company evaluation, strategic project management, and decision-making under
uncertainty. Module 7 formulas and frameworks offer a rapid diagnostic tool for
financial performance.

The revision notes are ready for targeted review or inclusion in a CV: “LSE MBA
Essentials Certificate — Mastery of strategy tools, financial analysis (ratios), influence-
based leadership, and behavioural economics.”

Comparative Note: Economic Visions of John Kenneth Galbraith and Milton Friedman,
and Their Echoes in European Economies in 2026

In the context of Module 2 (“Economics for managers”), microeconomic principles
(demand/supply curves, perfect vs imperfect competition, profit maximisation) provide
the foundation for analysing theoretical debates between schools of thought. Two
emblematic figures illustrate these tensions: Milton Friedman (monetarism, Chicago
School) and John Kenneth Galbraith (Keynesian institutionalism). Their contrasting
views on the role of the state, market efficiency, and corporate power find hybrid
resonance in current European economies (July 2026 data).

1. Milton Friedman’s Vision

Friedman advocates an efficient free market with minimal state intervention. Inflation is
exclusively a monetary phenomenon (“Inflation is always and everywhere a monetary
phenomenon”). Optimal policy follows a stable money-supply growth rule; fiscal policy
is ineffective or counterproductive. Firms maximise profit (social responsibility limited
to this function). Market failures are rare; competition and price flexibility ensure
optimal resource allocation.

In the course, this aligns with the ideal of perfect competition studied in Module 2 and
profit maximisation without state distortion.
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2. John Kenneth Galbraith’s Vision

Galbraith critiques the free market in affluent societies (“The Affluent Society”). Large
firms form a “technostructure” that escapes market discipline and generates
oligopolies. “Countervailing power” (unions, consumers, state) is required to balance
private power. The state must invest heavily in public goods (education, infrastructure,
health) and correct imbalances (inequality, externalities). Indicative planning and active
regulation are essential.

In Module 3 (“Competitive strategy”), this links to value-chain analysis and sustainable
competitive advantage in oligopolistic environments, where the state can influence
market conditions.

3. Synthetic Comparison

Friedman (Neoliberal

. Galbraith (Keynesian Institutionalism)
Monetarism)

Criterion

Role of the  Minimal (monetary rule, no Active (public investment, regulation of
State active fiscal policy) oligopolies, public goods)

Efficient by default; perfect

Markets o Often imperfect; firm power dominates
competition ideal
Inflation Purely monetary phenomenon Can be structural (costs, demand, power)
. . e Technostructure; need for countervailing
Firm Pure profit maximisation
powers
Macro Monetary and price stabilit Inclusive growth, reduction of inequalities
Objective y P y ’

4. Resonances with European Economies in 2026

The euro-area economy presents a hybrid of both visions, structurally leaning
Galbraithian while retaining strong Friedmanian constraints:

- Friedmanian dimension: The ECB maintains strict monetary policy focused on
inflation (2% target). In June 2026, it raised key rates by 25 basis points amid inflation
rising to 3.0-3.4% (Eurosystem staff projections), driven by the Middle East energy
shock. Core inflation remains elevated (2.5%). Monetary discipline and price stability
priority directly reflect the monetarist approach.

- Galbraithian dimension: Public intervention dominates shock response. Euro-area
GDP growth is projected at 0.8-1.1% in 2026 (downward revisions by European
Commission, ECB, OECD, and Crédit Agricole). Public deficits rise (3.3-3.5% of GDP) to
fund defence spending, German stimulus plans, green investments (Green Deal, Net
Zero Industry Act), and industrial policy (Chips Act, relaxed state aid, RRF until end-
2026). The social market model (high welfare, regulation of large firms via DMA/DSA, EU
competition) and institutional countervailing power (state, unions, ESG norms) correct
externalities and inequalities. Resilience relies on domestic demand supported by
public transfers and investment, not market forces alone.

- Concrete hybridisation: Europe combines Friedmanian monetary rigour (independent
ECB) with Galbraithian budgetary and industrial activism, especially visible in France
(France 2030/2035 plan), Germany (spending plan), and at EU level (competitiveness
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and strategic autonomy strategy). Geopolitical and energy shocks reinforce the state’s
corrective role, while intra-European competition and the single market maintain
market discipline.

5. Managerial Implications (Direct Link to MBA Essentials)

European managers operate in an environment where profit-maximisation principles
(Module 2) and value-chain analysis (Module 3) apply, but under regulatory constraints
and public support. Financial analysis (Modules 5-7) shows that profitability and
liquidity ratios depend as much on public policies as on market forces. Understanding
these paradigms allows anticipation of action levers: lobbying for state aid, ESG
integration, and optimisation in a regulated oligopolistic framework.

Conclusion

European economies in 2026 illustrate a pragmatic synthesis: Friedmanian monetary
discipline to control inflation, combined with Galbraithian interventionism for resilience
and strategic sovereignty. This mixed model, inherited from the Rhine social market
economy, proves adapted to current shocks but requires permanent vigilance on the
balance between market efficiency and institutional correction.

European Heating and Cooling Financing

Financing Note: Deep and Surface Geothermal Combined with Low-Carbon Energy
Efficiency for the Deployment of 5th-Generation (Hot + Cold) Networks in Europe

Within the LSE MBA Essentials certificate framework (Modules 2-4: economics and
competitive strategy; Modules 5-7: financial accounting, ratio analysis, and
management accounting; Modules 8-9: behavioural biases and nudges), the
deployment of 5th-generation district heating and cooling networks (5GDHC)
represents a textbook case of public-private investment in a public good with strong
positive externalities. These bidirectional low-temperature networks (<30°C), coupled
with heat pumps and geothermal energy (surface <200 m and deep >1,500 m), deliver
high energy efficiency (>400% COP) and massive decarbonisation of the heating and
cooling sector (*50% of final energy consumption in Europe).

The objective is accelerated extension of this infrastructure across Europe, where
geothermal potential remains largely under-exploited despite abundant resources
(France, Germany, Italy, Netherlands). Financing must combine the macroeconomic
engines recommended by Olivier Blanchard (productive public investment, carbon
pricing, green R&D, compensation), eurobonds, and complementary local currencies.

1. Technical Characteristics and Profitability (Link to Modules 5-7)

- Surface geothermal: Low geological risk, moderate installation costs, easy integration
into existing networks.

- Deep geothermal: High stable thermalyield, but high drilling costs (€60-150 million
per project).

- 5GDHC: Low-temperature bidirectional networks, seasonal storage, integration of
waste heat and renewables. Typical ROI: 8-15 years with subsidies. Key ratios (Module
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7): ROA >8% post-subsidy; current ratio optimised by initial public financing; payback
period shortened by carbon pricing and energy savings.

Profitability (ROE, ROA) and efficiency ratios (asset turnover) improve significantly when
public investment de-risks the drilling and primary network phase.

2. Financing Engines Recommended by Olivier Blanchard

Blanchard (work on climate policy portfolios and green debt sustainability) advocates:
- Massive public investment in productive infrastructure (fiscal multiplier >1.5) without
violating debt sustainability: targeted green spending offset by carbon revenues.

- Carbon pricing + R&D subsidies + complementary standards and incentives
(standards, targeted bans).

- Compensation for social acceptability (vulnerable households).

- Growth-indexed or green debt to absorb long-term risks.

These engines apply directly: the state (or EU) finances the high-risk portion (deep
drilling, seismic studies) while the private sector takes over exploitation and
distribution.

3. Eurobonds as European Lever

Eurobonds (or common EU debt instruments) are the most suitable macro tool:

- Mutualised issuance to finance cross-border or national 5GDHC projects
(NextGenerationEU / REPowerEU model).

- Low interest rates thanks to sovereign risk mutualisation.

- Allocation via Connecting Europe Facility, Innovation Fund, or a dedicated “Euro Green
Infrastructure Bond” fund.

- Target volume: €50-100 billion over 2027-2035 to cover 20-30% of investment needs
(estimated at €200-300 billion for large-scale European deployment).

Strategic advantage: strengthens energy autonomy and reduces fossil import
dependence, aligned with industrial sovereignty (Modules 3-4).

4. Complementary Local Currencies as Territorial Catalyst

Local currencies (e.g., SEL, eco-currencies, local or green territorial stablecoins)
complement the framework:

- Participatory and circular financing of local projects (citizens, SMEs, local authorities).
- Reduction of monetary leakage outside the territory; stimulation of local demand
(Keynesian multiplier effect).

- Behavioural nudges (Modules 8-9): citizen investment incentives via local-currency
rewards for subscribing to green bonds or achieving energy savings.

- Operational example: issuance of local “geo-bonds” indexed to thermal production,
redeemable in energy or services.

This mechanism strengthens territorial anchoring and resilience (Module 10:
organisational culture and local engagement).

5. Proposed Hybrid Financing Structure
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- Tranche 1 (Public/EU): Eurobonds + RRF/Innovation Fund subsidies + Blanchard-style
funds (direct public investment) > 40-50% of capital (drilling, studies, primary
networks).

- Tranche 2 (Private): PPPs, green bonds, institutional investors > 30-40% (exploitation,
maintenance).

- Tranche 3 (Citizen/Local): Complementary currencies + crowdfunding + local green
bonds > 10-20%.

- Guarantees: EU guarantee on geological risks (French geothermal model) + carbon
pricing for stable revenue streams.

Financial Analysis (Module 7):

- Positive NPV as soon as public discount rate <4% (sovereign cost of capital).
- ROA improvement and gearing reduction thanks to mutualised debt.

- Accelerated payback through energy import savings and carbon revenues.

6. Operational Recommendations

- Create a dedicated EU vehicle “Euro Geothermal & 5GDHC Fund” backed by green
eurobonds.

- Integrate local currencies into national plans (e.g., France 2030, German geothermal
plan).

- Nudges and communication (Modules 8-9): local campaigns highlighting community
benefits.

- Ratio-based steering (Module 7): monitor ROA/ROE, current ratio, and energy
efficiency per project.

- Governance: public-private-citizen partnerships with value-sharing clauses
(Blanchard: compensation).

This hybrid model, anchored in LSE MBA tools, enables rapid, decarbonised, and
sovereign deployment of 5GDHC networks while respecting budgetary sustainability. It
transforms a cost into a high-multiplier productive investment aligned with European
competitiveness and low-carbon transition priorities.

Application to the Study of Musk’s Businesses

Tesla
Income Statement Analysis Note — Example Tesla Inc. (Elon Musk’s Companies)

In Modules 5-7 of the LSE MBA Essentials certificate (“Financial accounting”,
“Management accounting”, “Analysing financial statements”), income statement
analysis is the core tool for evaluating operational performance, profitability, and value
creation. Tesla, a listed public company, enables a complete exercise with verifiable
data. Other Elon Musk entities (SpaceX, xAl, X, Neuralink, The Boring Company) are
private, but inter-group transactions published in Tesla filings provide a partial view.
Musk has always affirmed maximum transparency; SEC documents provide the
detailed data.

1. Primary Reference Document (Exact URL)
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Tesla, Inc. — Form 10-K for the fiscal year ended 31 December 2025 (SEC filing 30 April
2026):
https://ir.tesla.com/_flysystem/s3/sec/000162828026003952/tsla-20251231-gen.pdf

Consolidated annual 2025 data (in millions USD) and Q1 2026 (unaudited) extracted
directly from the document and subsequent filings.

2. Tesla Consolidated Income Statement — 2025 (Annual) and Q1 2026
(Direct extract from 10-K and 10-Q); all lines in millions USD)

2025 Q1

Line (annual) 2026 MBA Explanation (Module 5)
Total revenues 94,827 22,387 :ﬁ‘e’f;y”:té?:;c;mgxzz;/ >
Cost of revenues 77,733 17,667 gr%s;uostisjéejo(g;tiigf ls,
Gross profit 17,094 4,720 Gross profit
Gross margin 18.03% 21.09% Gross margin (Module 7)
R&D 4,500 (est.) 1,946 :f;:::;z and development
SG&A 7,745 (est.) 1,833 ‘Z’S:;';‘rﬁs frea'lievr:l and
Total operating expenses 12,245 3,779 Operating expenses
Operating income (EBIT) 4,849 941 Operating result
Interestincome 1,342 434 Financialincome
Interest expense (338) (92) Financial charges
Otherincome/expense (913) (535)  Other (FX, investments)
Pre-tax income 5,278 748 Income before tax
Tax provision 1,423 257 Income tax
Netincome 3,794 477 Netincome

Net income attributable to

3,794 477 Group share of netincome
common stockholders
Basic EPS 1.18 0.15 Basic earnings per share
Diluted EPS 1.08 0.13 Diluted earnings per share

3. Line-by-Line Analysis - Complete MBA Pedagogy (Modules 5-7)

Revenues: $94.8 billion in 2025 (-2.9% vs 2024). Breakdown: Automotive (vehicles +
regulatory credits), Energy Generation & Storage (Megapacks notably for xAl), Services.
Key question: What share of revenues comes from transactions with other Musk entities
(SpaceX + xAl = $573 million in 2025; see amended 10-K/A of 30 April 2026)?

Cost of revenues & Gross profit: Gross margin 18.03% (slight improvementin Q1 2026
to 21% thanks to scale and lower battery costs). Demonstration:
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Gross margin = (Revenues — Cost of revenues) / Revenues

This margin reflects value-chain efficiency (Module 3) and variable cost control.
Historical comparison: 25.6% in 2022 > compression due to competition and input
inflation.

Operating expenses: R&D and SG&A represent 12.9% of revenues. Tesla invests heavily
in autonomy (FSD) and robotics (Optimus). MBA question: Is the OpEx increase justified
by future value creation (ROA analysis — Module 7)?

Operating income (EBIT): $4.85 billion (5.11% operating margin). Formula:
Operating income = Gross profit — Operating expenses

Netincome: $3.79 billion (4.0% net margin). Deterioration vs 2024 ($7.13 billion) due to
competitive pressure and investments.
Net profit margin = Net income / Revenues

Key Profitability Ratios (Module 7)

- Gross profit margin: 18.03% (2025) > production efficiency indicator.

- Net profit margin: 4.0% > low compared with historical peaks; signals price pressure
or high fixed costs.

- ROA (Net income / Total assets = $137.8 billion): #2.75% (low, typical of heavy Capex
growth companies).

- ROE (Net income / Equity = $82.9 billion): #4.58%.

4. Musk Inter-Company Transactions (Detailed Public View)

In the 2025 10-K/A
(https://www.sec.gov/Archives/edgar/data/1318605/000162828026003952/tsla-
20251231-gen.pdf and amendment 30 April 2026):

- Tesla revenue to xAl: $430.1 million (Megapacks for data centres).

- Tesla revenue to SpaceX: $143.3 million (vehicles, including Cybertrucks).

- Tesla expenses to SpaceX: $11.4 million.

These flows are audited and disclosed as related-party transactions (ltem 404
Regulation S-K). They illustrate Musk group synergies while remaining transparent to
Tesla shareholders.

5. Essential Questions for In-Depth Analysis Exercise (Module 7)

1. Does gross margin improvement stem from scale or lower material costs? (Compare
with peer group).

2. Are OpEx controlled or do they reflect an aggressive growth strategy
(vertical/horizontal statement analysis)?

3. What is the impact of xAl/SpaceX transactions on consolidated profitability?

4. Do ROA/ROE justify massive R&D and Capex investments? (Link to Module 6:
budgeting and investment decisions).

5. What is net income sensitivity to regulatory credit volatility and energy prices?

6. MBA Synthesis and CV Perspective
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Tesla’s income statement analysis demonstrates a company in transition: strong
revenue generation, resilient gross margin despite competitive pressure, heavy
investments weighing on short-term net income but creating long-term value
(autonomy, robotics, energy). It perfectly illustrates LSE concepts: reading financial
statements, ratio calculation and interpretation, operating vs net result distinction,
related-party transaction analysis.

These data are extracted entirely from public SEC filings; no external search is required.
The 2025 10-K and its amendments constitute the single verifiable source. This analysis
directly strengthens “Financial statement analysis” competencies of the LSE MBA for
any CV or strategic decision-making.

7. Cited Reference Documents

- Tesla 10-K 2025 (31/12/2025):
https://ir.tesla.com/_flysystem/s3/sec/000162828026003952/tsla-20251231-gen.pdf
- Tesla Q1 2026 10-Q: available on https://ir.tesla.com (SEC Filings section)

- 10-K/A related-party amendment (30/04/2026): integrated in the above SEC filing.

SpaceX
Study of SpaceX-Related Transactions (Related-Party Transactions with Elon Musk
Entities)

In Modules 5-7 of the LSE MBA Essentials certificate (“Financial accounting”, “Analysing
financial statements”), analysis of related-party transactions (Regulation S-K Item 404)
is mandatory to assess economic substance, transfer-pricing risks, and impact on
financial statement quality. SpaceX (listed since June 2026, ticker SPCX) and its post-
merger subsidiaries (xAl integrated) maintain significant and documented flows with
Tesla (and to a lesser extent X and The Boring Company). These transactions are audited
and published in Tesla (10-K/10-K/A) and SpaceX (S-1 and 10-Q) SEC filings.

All data below come exclusively from the public documents cited at the end of the note.
No external search is required.

1. Main Flows 2025 (Full Year) and Early 2026

Tesla > SpaceX / xAl (Revenue for Tesla)

- SpaceX: $143.3 million (primarily vehicle sales, including 1,279 Cybertrucks at
catalogue price in Q4 2025).

- XAl (integrated into SpaceX since February 2026): $430.1 million (primarily Megapacks
for Colossus data centres).

- Total 2025: $573.4 million of revenue recognised by Tesla.

Tesla € SpaceX (Expenses for Tesla)

- $11.4 million: commercial, licensing, and support agreements (technical services,
software).

- $0.4 million: use of SpaceX-owned aircraft for Musk’s travel in his capacity as Tesla
CEO.

- Total Tesla expenses to SpaceX: approximately $11.8 million.
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2026 Evolution (Data Available as of 30 April 2026)

- XAl (via SpaceX) purchased an additional $269 million of Megapacks in April 2026
alone.

- January-April 2026 cumulative: $303 million of Tesla goods and services to
xAl/SpaceX.

- SpaceX also purchased $131 million of Cybertrucks in 2025 (confirmed in SpaceX S-1).

Other Documented Flows

- Tesla holds <1% of SpaceX Class A shares (approximately 19 million shares), resulting
from conversion of a $2 billion investment in xAl Series E (January 2026).

- Minor transactions with X (advertising) and The Boring Company (amounts < $5 million
cumulative).

2. Accounting and Economic Analysis (Module 7)

- Accounting Treatment: Transactions are qualified as arm’s-length by Tesla’s audit
committee and audited. They are presented in the “Related Party Transactions” note of
the 10-K. No consolidation adjustment as entities are distinct, but mandatory
disclosure for shareholder transparency.

- Impact on Tesla Ratios (2025):

- The $573 million positively contributes to revenue and gross margin (high-margin
products such as Megapacks).

- Without these flows, organic growth would be weaker; this partly explains revenue
resilience despite competitive pressure.

- Gross margin and net profit margin remain under overall pressure.

- Analysed Risks:

- Transfer pricing: Prices are declared at MSRP (Cybertruck) or market price
(Megapacks), but dependence on a single client (xAl/SpaceX) concentrates customer
risk.

- Governance: Transactions approved by the independent audit committee; no
declared violations.

- Strategic Synergies: Megapacks power xAl data centres (Grok/Colossus); Cybertrucks
for SpaceX operations; know-how mutualisation (licensing).

3. Essential Questions for In-Depth Analysis Exercise

1. What share of Tesla 2025 revenue comes from external clients vs Musk intra-group?
(Recommended analytical adjustment in Module 7).

2. Do Megapacks sold to xAl generate a margin above average? (Segment analysis).

3. Does Tesla’s $2 billion investment in xAl (converted to SpaceX shares) create a
conflict of interest or a cross-valuation opportunity?

4. What is the impact on Tesla cash flow and ROA of net flows with SpaceX/xAl?

5. In a scenario of entity separation, would these transactions remain viable at market
prices?

4. MBA Synthesis and Perspective

These transactions perfectly illustrate the “corporate ecosystem” concept: a web of
interdependencies that strengthens collective competitiveness while raising
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governance and transparency questions. For Tesla, they boost the top line and
demonstrate the leverage effect of Musk synergies. For SpaceX (post-IPO), they reduce
Al infrastructure costs while feeding Tesla revenue. Financial statement analysis
(Module 7) must always include a related-party adjustment to appreciate underlying
performance.

5. Source Documents (Exact URLSs)

- Tesla 10-K 2025 & 10-K/A (30 April 2026) — Related Party Transactions:
https://ir.tesla.com/_flysystem/s3/sec/000162828026003952/tsla-20251231-gen.pdf
(and SEC amendments).

- SpaceX S-1/S-1/A (May-June 2026) — xAl/Tesla Megapacks and Cybertrucks
disclosures: SEC filings available on sec.gov (search “SpaceX S-17).

- SpaceX Q12026 10-Q update: confirms additional Megapack flows.

This study is exhaustive and directly usable for review or presentation. It strengthens
“Financial statement analysis” and “Related-party transactions” competencies of the
LSE MBA.
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for pedagogical power.
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