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Management's Discussion and Analysis

ITEM 7. MANAGEMENT’S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND RESULTS OF
OPERATIONS

The following discussion and analysis should be read in conjunction with the consolidated financial statements and the
related notes included elsewhere in this Annual Report on Form 10-K. For further discussion of our products and
services, technology and competitive strengths, refer to Item 1- Business. For discussion related to changes in financial
condition and the results of operations for fiscal year 2022-related items, refer to Part I, Item 7. Management's
Discussion and Analysis of Financial Condition and Results of Operations in our Annual Report on Form 10-K for fiscal
year 2022, which was filed with the Securities and Exchange Commission on January 31, 2023.

Overview and 2023 Highlights

Our mission is to accelerate the world’s transition to sustainable energy. We design, develop, manufacture, lease and
sell high-performance fully electric vehicles, solar energy generation systems and energy storage products. We also
offer maintenance, installation, operation, charging, insurance, financial and other services related to our products.
Additionally, we are increasingly focused on products and services based on artificial intelligence, robotics and
automation.

In 2023, we produced 1,845,985 consumer vehicles and delivered 1,808,581 consumer vehicles. We are currently
focused on increasing vehicle production, capacity and delivery capabilities, reducing costs, improving and developing
our vehicles and battery technologies, vertically integrating and localizing our supply chain, improving and further
deploying our FSD capabilities, increasing the affordability and efficiency of our vehicles, bringing new products to
market and expanding our global infrastructure, including our service and charging infrastructure.

In 2023, we deployed 14.72 GWh of energy storage products and 223 megawatts of solar energy systems. We are
currently focused on ramping production of energy storage products, improving our Solar Roof installation capability
and efficiency, and increasing market share of retrofit solar energy systems.

In 2023, we recognized total revenues of $96.77 billion, representing an increase of $15.31 billion, compared to the
prior year. We continue to ramp production, build new manufacturing capacity and expand our operations to enable
increased deliveries and deployments of our products, and invest in research and development to accelerate our Al,
software and fleet-based profits for further revenue growth.

In 2023, our net income attributable to common stockholders was $15.00 billion, representing a favorable change of
$2.44 billion, compared to the prior year. This included a one-time non-cash tax benefit of $5.93 billion for the release of
valuation allowance on certain deferred tax assets. We continue to focus on further cost reductions and operational
efficiencies while maximizing delivery volumes.

We ended 2023 with $29.09 billion in cash and cash equivalents and investments, representing an increase of $6.91
billion from the end of 2022. Our cash flows provided by operating activities in 2023 and 2022 were $13.26 billion and
$14.72 billion, respectively, representing a decrease of $1.47 billion. Capital expenditures amounted to $8.90 billion in
2023, compared to $7.16 billion in 2022, representing an increase of $1.74 billion. Sustained growth has allowed our
business to generally fund itself, and we will continue investing in a number of capital-intensive projects and research
and development in upcoming periods.

Management Opportunities, Challenges and Uncertainties and 2024 Outlook
Automotive—Production

The following is a summary of the status of production of each of our announced vehicle models in production and
under development, as of the date of this Annual Report on Form 10-K:

Production Location Vehicle Model(s) Production Status
Fremont Factory Model S / Model X Active
Model 3 / Model Y Active



Gigafactory Shanghai Model 3 / Model Y Active
Gigafactory Berlin-Brandenburg Model Y Active
Gigafactory Texas Model Y Active

Cybertruck Active

Gigafactory Nevada Tesla Semi Pilot production
Various Next Generation Platform In development
TBD Tesla Roadster In development

We are focused on growing our manufacturing capacity, which includes capacity for manufacturing new vehicle models
such as our Cybertruck and next generation platform, and ramping all of our production vehicles to their installed
production capacities as well as increasing production rate and efficiency at our current factories. The next phase of
production growth will depend on the continued ramp at our factories and the introduction of our next generation
platform, as well as our ability to add to our available sources of battery cell supply by manufacturing our own cells that
we are developing to have high-volume output, lower capital and production costs and longer range. Our goals are to
improve vehicle performance, decrease production costs and increase affordability and customer awareness.

These plans are subject to uncertainties inherent in establishing and ramping manufacturing operations, which may be
exacerbated by new product and manufacturing technologies we introduce, the number of concurrent international
projects, any industry-wide component constraints, labor shortages and any future impact from events outside of our
control. For example, during the third quarter of 2023, we experienced a sequential decline in production volumes due
to pre-planned shutdowns for upgrades at various factories. Moreover, we have set ambitious technological targets with
our plans for battery cells as well as for iterative manufacturing and design improvements for our vehicles with each
new factory.

Automotive—Demand, Sales, Deliveries and Infrastructure

Our cost reduction efforts, cost innovation strategies, and additional localized procurement and manufacturing are key
to our vehicles’ affordability and have allowed us to competitively price our vehicles. We will also continue to generate
demand and brand awareness by improving our vehicles’ performance and functionality, including through products
based on artificial intelligence such as Autopilot, FSD Capability, and other software features and delivering new
vehicles, such as our Cybertruck. Moreover, we expect to continue to benefit from ongoing electrification of the
automotive sector and increasing environmental regulations and initiatives.

However, we operate in a cyclical industry that is sensitive to political and regulatory uncertainty, including with respect
to trade and the environment, all of which can be compounded by inflationary pressures, rising energy prices, interest
rate fluctuations and the liquidity of enterprise customers. For example, inflationary pressures have increased across
the markets in which we operate. In an effort to curb this trend, central banks in developed countries raised interest
rates rapidly and substantially, impacting the affordability of vehicle lease and finance arrangements. Further, sales of
vehicles in the automotive industry also tend to be cyclical in many markets, which may expose us to increased volatility
as we expand and adjust our operations. Moreover, as additional competitors enter the marketplace and help bring the
world closer to sustainable transportation, we will have to adjust and continue to execute well to maintain our
momentum. Additionally, our suppliers’ liquidity and allocation plans may be affected by current challenges in the North
American automotive industry, which could reduce our access to components or result in unfavorable changes to cost.
These macroeconomic and industry trends have had, and will likely continue to have, an impact on the pricing of, and
order rate for our vehicles, and in turn our operating margin. Changes in government and economic incentives in
relation to electric vehicles may also impact our sales. We will continue to adjust accordingly to such developments, and
we believe our ongoing cost reduction, including improved production innovation and efficiency at our newest factories
and lower logistics costs, and focus on operating leverage will continue to benefit us in relation to our competitors, while
our new products will help enable future growth.

As our production increases, we must work constantly to similarly increase vehicle delivery capability so that it does not
become a bottleneck on our total deliveries. We are also committed to reducing the percentage of vehicles delivered in
the third month of each quarter, which will help to reduce the cost per vehicle. As we expand our manufacturing



operations globally, we will also have to continue to increase and staff our delivery, servicing and charging infrastructure
accordingly, maintain our vehicle reliability and optimize our Supercharger locations to ensure cost effectiveness and
customer satisfaction. In particular, as other automotive manufacturers have announced their adoption of the North
American Charging Standard (“NACS”) and agreements with us to utilize our Superchargers, we must correspondingly
expand our network in order to ensure adequate availability to meet customer demands. We also remain focused on
continued enhancements of the capability and efficiency of our servicing operations.

Energy Generation and Storage Demand, Production and Deployment

The long-term success of this business is dependent upon increasing margins through greater volumes. We continue to
increase the production of our energy storage products to meet high levels of demand, including the construction of a
new Megafactory in Shanghai and the ongoing ramp at our Megafactory in Lathrop, California. For Megapack, energy
storage deployments can vary meaningfully quarter to quarter depending on the timing of specific project milestones.
We remain committed to growing our retrofit solar energy business by offering a low-cost and simplified online ordering
experience. In addition, we continue to seek to improve our installation capabilities and price efficiencies for Solar Roof.
As these product lines grow, we will have to maintain adequate battery cell supply for our energy storage products and
ensure the availability of qualified personnel, particularly skilled electricians, to support the ramp of Solar Roof.

Cash Flow and Capital Expenditure Trends

Our capital expenditures are typically difficult to project beyond the short-term given the number and breadth of our core
projects at any given time, and may further be impacted by uncertainties in future global market conditions. We are
simultaneously ramping new products, building or ramping manufacturing facilities on three continents, piloting the
development and manufacture of new battery cell technologies, expanding our Supercharger network and investing in
autonomy and other artificial intelligence enabled training and products, and the pace of our capital spend may vary
depending on overall priority among projects, the pace at which we meet milestones, production adjustments to and
among our various products, increased capital efficiencies and the addition of new projects. Owing and subject to the
foregoing as well as the pipeline of announced projects under development, all other continuing infrastructure growth
and varying levels of inflation, we currently expect our capital expenditures to exceed $10.00 billion in 2024 and be
between $8.00 to $10.00 billion in each of the following two fiscal years.

Our business has been consistently generating cash flow from operations in excess of our level of capital spend, and
with better working capital management resulting in shorter days sales outstanding than days payable outstanding, our
sales growth is also generally facilitating positive cash generation. We have and will continue to utilize such cash flows,
among other things, to do more vertical integration, expand our product roadmap and provide financing options to our
customers. At the same time, we are likely to see heightened levels of capital expenditures during certain periods
depending on the specific pace of our capital-intensive projects and other potential variables such as rising material
prices and increases in supply chain and labor expenses resulting from changes in global trade conditions and labor
availability. Overall, we expect our ability to be self-funding to continue as long as macroeconomic factors support
current trends in our sales.

Critical Accounting Policies and Estimates

The consolidated financial statements are prepared in accordance with accounting principles generally accepted in the
U.S. ("GAAP”). The preparation of the consolidated financial statements requires us to make estimates and
assumptions that affect the reported amounts of assets, liabilities, revenues, costs and expenses and related
disclosures. We base our estimates on historical experience, as appropriate, and on various other assumptions that we
believe to be reasonable under the circumstances. Changes in the accounting estimates are reasonably likely to occur
from period to period. Accordingly, actual results could differ significantly from the estimates made by our management.
We evaluate our estimates and assumptions on an ongoing basis. To the extent that there are material differences
between these estimates and actual results, our future financial statement presentation, financial condition, results of
operations and cash flows may be affected.

The estimates used for, but not limited to, determining significant economic incentive for resale value guarantee
arrangements, sales return reserves, the collectability of accounts and financing receivables, inventory valuation,
warranties, fair value of long-lived assets, goodwill, fair value of financial instruments, fair value and residual value of
operating lease vehicles and solar energy systems subject to leases could be impacted. We have assessed the impact



and are not aware of any specific events or circumstances that required an update to our estimates and assumptions or
materially affected the carrying value of our assets or liabilities as of the date of issuance of this Annual Report on Form
10-K. These estimates may change as new events occur and additional information is obtained. Actual results could
differ materially from these estimates under different assumptions or conditions.

Revenue Recognition
Automotive Sales

Automotive sales revenue includes revenues related to cash and financing deliveries of new vehicles, and specific other
features and services that meet the definition of a performance obligation under Accounting Standards Codification
(“ASC”) 606, Revenue from Contracts with Customers (“ASC 606”), including access to our FSD Capability features and
their ongoing maintenance, internet connectivity, free Supercharging programs and over-the-air software updates. We
recognize revenue on automotive sales upon delivery to the customer, which is when the control of a vehicle transfers.
Payments are typically received at the point control transfers or in accordance with payment terms customary to the
business, except sales we finance for which payments are collected over the contractual loan term. We also recognize
a sales return reserve based on historical experience plus consideration for expected future market values, when we
offer resale value guarantees or similar buyback terms. Other features and services such as access to our internet
connectivity, unlimited free Supercharging and over-the-air software updates are provisioned upon control transfer of a
vehicle and recognized over time on a straight-line basis as we have a stand-ready obligation to deliver such services to
the customer. Other limited free Supercharging incentives are recognized based on actual usage or expiration,
whichever is earlier. We recognize revenue related to these other features and services over the performance period,
which is generally the expected ownership life of the vehicle. Revenue related to FSD Capability features is recognized
when functionality is delivered to the customer and their ongoing maintenance is recognized over time. For our
obligations related to automotive sales, we estimate standalone selling price by considering costs used to develop and
deliver the service, third-party pricing of similar options and other information that may be available.

Inventory Valuation

Inventories are stated at the lower of cost or net realizable value. Cost is computed using standard cost for vehicles and
energy products, which approximates actual cost on a first-in, first-out basis. We record inventory write-downs for
excess or obsolete inventories based upon assumptions about current and future demand forecasts. If our inventory
on-hand is in excess of our future demand forecast, the excess amounts are written-off.

We also review our inventory to determine whether its carrying value exceeds the net amount realizable upon the
ultimate sale of the inventory. This requires us to determine the estimated selling price of our vehicles less the
estimated cost to convert the inventory on-hand into a finished product. Once inventory is written-down, a new, lower
cost basis for that inventory is established and subsequent changes in facts and circumstances do not result in the
restoration or increase in that newly established cost basis.

Should our estimates of future selling prices or production costs change, additional and potentially material write-downs
may be required. A small change in our estimates may result in a material charge to our reported financial results.

Warranties

We provide a manufacturer’'s warranty on all new and used vehicles and a warranty on the installation and components
of the energy generation and storage systems we sell for periods typically between 10 to 25 years. We accrue a
warranty reserve for the products sold by us, which includes our best estimate of the projected costs to repair or replace
items under warranties and recalls if identified. These estimates are based on actual claims incurred to date and an
estimate of the nature, frequency and costs of future claims. These estimates are inherently uncertain and changes to
our historical or projected warranty experience may cause material changes to the warranty reserve in the future. The
warranty reserve does not include projected warranty costs associated with our vehicles subject to operating lease
accounting and our solar energy systems under lease contracts or PPAs, as the costs to repair these warranty claims
are expensed as incurred. The portion of the warranty reserve expected to be incurred within the next 12 months is
included within Accrued liabilities and other, while the remaining balance is included within Other long-term liabilities on
the consolidated balance sheets. For liabilities that we are entitled to receive indemnification from our suppliers, we
record receivables for the contractually obligated amounts on the consolidated balance sheets as a component of
Prepaid expenses and other current assets for the current portion and as Other non-current assets for the long-term



portion. Warranty expense is recorded as a component of Cost of revenues in the consolidated statements of
operations. Due to the magnitude of our automotive business, our accrued warranty balance is primarily related to our
automotive segment.

Stock-Based Compensation

We use the fair value method of accounting for our stock options and restricted stock units (“RSUs") granted to
employees and for our employee stock purchase plan (the “ESPP”) to measure the cost of employee services received
in exchange for the stock-based awards. The fair value of stock option awards with only service and/or performance
conditions is estimated on the grant or offering date using the Black-Scholes option-pricing model. The Black-Scholes
option-pricing model requires inputs such as the risk-free interest rate, expected term and expected volatility. These
inputs are subjective and generally require significant judgment. The fair value of RSUs is measured on the grant date
based on the closing fair market value of our common stock. The resulting cost is recognized over the period during
which an employee is required to provide service in exchange for the awards, usually the vesting period, which is
generally four years for stock options and RSUs and six months for the ESPP. Stock-based compensation expense is
recognized on a straight-line basis, net of actual forfeitures in the period.

For performance-based awards, stock-based compensation expense is recognized over the expected performance
achievement period of individual performance milestones when the achievement of each individual performance
milestone becomes probable.

As we accumulate additional employee stock-based awards data over time and as we incorporate market data related
to our common stock, we may calculate significantly different volatilities and expected lives, which could materially
impact the valuation of our stock-based awards and the stock-based compensation expense that we will recognize in
future periods. Stock-based compensation expense is recorded in Cost of revenues, Research and development
expense and Selling, general and administrative expense in the consolidated statements of operations.

Income Taxes

We are subject to income taxes in the U.S. and in many foreign jurisdictions. Significant judgment is required in
determining our provision for income taxes, our deferred tax assets and liabilities and any valuation allowance recorded
against our net deferred tax assets that are not more likely than not to be realized. We monitor the realizability of our
deferred tax assets taking into account all relevant factors at each reporting period. In completing our assessment of
realizability of our deferred tax assets, we consider our history of income (loss) measured at pre-tax income (loss)
adjusted for permanent book-tax differences on a jurisdictional basis, volatility in actual earnings, excess tax benefits
related to stock-based compensation in recent prior years, and impacts of the timing of reversal of existing temporary
differences. We also rely on our assessment of the Company’s projected future results of business operations, including
uncertainty in future operating results relative to historical results, volatility in the market price of our common stock and
its performance over time, variable macroeconomic conditions impacting our ability to forecast future taxable income,
and changes in business that may affect the existence and magnitude of future taxable income. Our valuation
allowance assessment is based on our best estimate of future results considering all available information.

Furthermore, significant judgment is required in evaluating our tax positions. In the ordinary course of business, there
are many transactions and calculations for which the ultimate tax settlement is uncertain. As a result, we recognize the
effect of this uncertainty on our tax attributes or taxes payable based on our estimates of the eventual outcome. These
effects are recognized when, despite our belief that our tax return positions are supportable, we believe that it is more
likely than not that some of those positions may not be fully sustained upon review by tax authorities. We are required to
file income tax returns in the U.S. and various foreign jurisdictions, which requires us to interpret the applicable tax laws
and regulations in effect in such jurisdictions. Such returns are subject to audit by the various federal, state and foreign
taxing authorities, who may disagree with respect to our tax positions. We believe that our consideration is adequate for
all open audit years based on our assessment of many factors, including past experience and interpretations of tax law.
We review and update our estimates in light of changing facts and circumstances, such as the closing of a tax audit, the
lapse of a statute of limitations or a change in estimate. To the extent that the final tax outcome of these matters differs
from our expectations, such differences may impact income tax expense in the period in which such determination is
made.

Results of Operations



Revenues

Year Ended December 31, 2023 vs. 2022 Change 2022 vs. 2021 Change

(Dollars in millions) 2023 2022 2021 $ % $ %

Automotive sales $78,509 $67,210 $44,125 $11,299 17 % $23,085 52 %

Automotive regulatory credits 1,790 1,776 1,465 14 1 % 311 21 %

Automotive leasing 2,120 2,476 1,642 (356) (14) % 834 51 %

Total automotive revenues 82,419 71,462 47,232 10,957 15 % 24,230 51 %

Services and other 8,319 6,091 3,802 2,228 37 % 2,289 60 %

Total automotive &amp; services and other segment revenue 90,738 77,553 51,034 13,185 17 % 26,519 52 %
Energy generation and storage segment revenue 6,035 3,909 2,789 2,126 54 % 1,120 40 %
Total revenues $96,773 $81,462 $53,823 $15,311 19 % $27,639 51 %

Automotive & Services and Other Segment

Automotive sales revenue includes revenues related to cash and financing deliveries of new Model S, Model X, Semi,
Model 3, Model Y, and Cybertruck vehicles, including access to our FSD Capability features and their ongoing
maintenance, internet connectivity, free Supercharging programs and over-the-air software updates. These deliveries
are vehicles that are not subject to lease accounting.

Automotive regulatory credits includes sales of regulatory credits to other automotive manufacturers. Our revenue from
automotive regulatory credits is directly related to our new vehicle production, sales and pricing negotiated with our
customers. We monetize them proactively as new vehicles are sold based on standing arrangements with buyers of
such credits, typically as close as possible to the production and delivery of the vehicle or changes in regulation
impacting the credits.

Automotive leasing revenue includes the amortization of revenue for vehicles under direct operating lease agreements.
Additionally, automotive leasing revenue includes direct sales-type leasing programs where we recognize all revenue
associated with the sales-type lease upon delivery to the customer.

Services and other revenue consists of sales of used vehicles, non-warranty after-sales vehicle services, body shop
and parts, paid Supercharging, vehicle insurance revenue and retail merchandise.

2023 compared to 2022

Automotive sales revenue increased $11.30 billion, or 17%, in the year ended December 31, 2023 as compared to the
year ended December 31, 2022, primarily due to an increase of 473,382 combined Model 3 and Model Y cash
deliveries from production ramping of Model Y globally. The increase was partially offset by a lower average selling
price on our vehicles driven by overall price reductions year over year, sales mix, and a negative impact from the United
States dollar strengthening against other foreign currencies in the year ended December 31, 2023 compared to the prior
year.

Automotive regulatory credits revenue increased $14 million, or 1%, in the year ended December 31, 2023 as
compared to the year ended December 31, 2022.

Automotive leasing revenue decreased $356 million, or 14%, in the year ended December 31, 2023 as compared to the
year ended December 31, 2022. The decrease was primarily due to a decrease in direct sales-type leasing revenue
driven by lower deliveries year over year, partially offset by an increase from our growing direct operating lease
portfolio.

Services and other revenue increased $2.23 billion, or 37%, in the year ended December 31, 2023 as compared to the
year ended December 31, 2022. The increase was primarily due to higher used vehicle revenue driven by increases in
volume, body shop and part sales revenue, non-warranty maintenance services revenue, paid Supercharging revenue
and insurance services revenue, all of which are primarily attributable to our growing fleet. The increases were partially



offset by a decrease in the average selling price of used vehicles.
Energy Generation and Storage Segment

Energy generation and storage revenue includes sales and leasing of solar energy generation and energy storage
products, financing of solar energy generation products, services related to such products and sales of solar energy
systems incentives.

2023 compared to 2022

Energy generation and storage revenue increased $2.13 billion, or 54%, in the year ended December 31, 2023 as
compared to the year ended December 31, 2022. The increase was primarily due to an increase in deployments of
Megapack.

Cost of Revenues and Gross Margin

Year Ended December 31, 2023 vs. 2022 Change 2022 vs. 2021 Change

(Dollars in millions) 2023 2022 2021 $ % $ %

Cost of revenues

Automotive sales $65,121 $49,599 $32,415 $15,522 31 % $17,184 53 %

Automotive leasing 1,268 1,509 978 (241) (16) % 531 54 %

Total automotive cost of revenues 66,389 51,108 33,393 15,281 30 % 17,715 53 %
Services and other 7,830 5,880 3,906 1,950 33 % 1,974 51 %

Total automotive &amp; services and other segment cost of revenues 74,219 56,988 37,299 17,231 30 % 19,689 53 %
Energy generation and storage segment 4,894 3,621 2,918 1,273 35 % 703 24 %

Total cost of revenues $79,113 $60,609 $40,217 $18,504 31 % $20,392 51 %

Gross profit total automotive $16,030 $20,354 $13,839

Gross margin total automotive 19.4 % 28.5 % 29.3 %

Gross profit total automotive &amp; services and other segment $16,519 $20,565 $13,735
Gross margin total automotive &amp; services and other segment 18.2 % 26.5 % 26.9 %
Gross profit energy generation and storage segment $1,141 $288 $(129)

Gross margin energy generation and storage segment 18.9 % 7.4 % (4.6) %

Total gross profit $17,660 $20,853 $13,606

Total gross margin 18.2 % 25.6 % 25.3 %

Automotive & Services and Other Segment

Cost of automotive sales revenue includes direct and indirect materials, labor costs, manufacturing overhead, including
depreciation costs of tooling and machinery, shipping and logistic costs, vehicle connectivity costs, FSD ongoing
maintenance costs, allocations of electricity and infrastructure costs related to our Supercharger network and reserves
for estimated warranty expenses. Cost of automotive sales revenues also includes adjustments to warranty expense
and charges to write down the carrying value of our inventory when it exceeds its estimated net realizable value and to
provide for obsolete and on-hand inventory in excess of forecasted demand. Additionally, cost of automotive sales
revenue benefits from manufacturing credits earned.

Cost of automotive leasing revenue includes the depreciation of operating lease vehicles, cost of goods sold associated
with direct sales-type leases and warranty expense related to leased vehicles.



Costs of services and other revenue includes cost of used vehicles including refurbishment costs, costs associated with
providing non-warranty after-sales services, costs associated with our body shops and part sales, costs of paid
Supercharging, costs to provide vehicle insurance and costs for retail merchandise.

2023 compared to 2022

Cost of automotive sales revenue increased $15.52 hillion, or 31%, in the year ended December 31, 2023 as compared
to the year ended December 31, 2022. Cost of automotive sales revenue increased in line with the change in deliveries
year over year, as discussed above. The increase was partially offset by a decrease in the average combined cost per
unit of our vehicles primarily due to sales mix, lower inbound freight, a decrease in material costs and lower
manufacturing costs from better fixed cost absorption. Our costs of revenue were also positively impacted by the United
States dollar strengthening against our foreign currencies as compared to the prior periods and by the IRA
manufacturing credits earned during the current year.

Cost of automotive leasing revenue decreased $241 million, or 16%, in the year ended December 31, 2023 as
compared to the year ended December 31, 2022. The decrease was primarily due to a decrease in direct sales-type
leasing cost of revenue driven by lower deliveries year over year.

Cost of services and other revenue increased $1.95 billion, or 33%, in the year ended December 31, 2023 as compared
to the year ended December 31, 2022. The increase was generally in line with the changes in services and other
revenue as discussed above.

Gross margin for total automotive decreased from 28.5% to 19.4% in the year ended December 31, 2023 as compared
to the year ended December 31, 2022. The decrease was primarily due to a lower average selling price on our vehicles
partially offset by the favorable change in our average combined cost per unit of our vehicles and IRA manufacturing
credits earned as discussed above.

Gross margin for total automotive & services and other segment decreased from 26.5% to 18.2% in the year ended
December 31, 2023 as compared to the year ended December 31, 2022, primarily due to the automotive gross margin
decrease discussed above.

Energy Generation and Storage Segment

Cost of energy generation and storage revenue includes direct and indirect material and labor costs, warehouse rent,
freight, warranty expense, other overhead costs and amortization of certain acquired intangible assets. Cost of energy
generation and storage revenue also includes charges to write down the carrying value of our inventory when it exceeds
its estimated net realizable value and to provide for obsolete and on-hand inventory in excess of forecasted demand.
Additionally, cost of energy generation and storage revenue benefits from manufacturing credits earned. In agreements
for solar energy systems and PPAs where we are the lessor, the cost of revenue is primarily comprised of depreciation
of the cost of leased solar energy systems, maintenance costs associated with those systems and amortization of any
initial direct costs.

2023 compared to 2022

Cost of energy generation and storage revenue increased $1.27 billion, or 35%, in the year ended December 31, 2023
as compared to the year ended December 31, 2022, in line with the increase in Megapack deployments year over year,
as discussed above. This increase was partially offset by an improvement in production ramping that drove down the
average cost per MWh of Megapack as well as IRA manufacturing credits earned during the current year.

Gross margin for energy generation and storage increased from 7.4% to 18.9% in the year ended December 31, 2023
as compared to the year ended December 31, 2022. The increase was driven by an improvement in our Megapack
gross margin from lower average cost per MWh and a higher proportion of Megapack, which operated at a higher gross
margin, within the segment as compared to the prior year periods. Additionally, there was a margin benefit from IRA
manufacturing credits earned.

Research and Development Expense

Year Ended December 31, 2023 vs. 2022 Change 2022 vs. 2021 Change



(Dollars in millions) 2023 2022 2021 $% $ %
Research and development $3,969 $3,075 $2,593 $894 29 % $482 19 %
As a percentage of revenues 4 % 4 % 5 %

Research and development (“R&D”) expenses consist primarily of personnel costs for our teams in engineering and
research, manufacturing engineering and manufacturing test organizations, prototyping expense, contract and
professional services and amortized equipment expense.

R&D expenses increased $894 million, or 29%, in the year ended December 31, 2023 as compared to the year ended
December 31, 2022. The overall increase was primarily driven by additional costs in the current year related to the
pre-production phase for Cybertruck, Al and other programs.

R&D expenses as a percentage of revenue stayed consistent at 4% in the year ended December 31, 2023 as
compared to the year ended December 31, 2022. Our R&D expenses have increased proportionately with total
revenues as we continue to expand our product roadmap and technologies.

Selling, General and Administrative Expense

Year Ended December 31, 2023 vs. 2022 Change 2022 vs. 2021 Change

(Dollars in millions) 2023 2022 2021 $ % $ %

Selling, general and administrative $4,800 $3,946 $4,517 $854 22 % $(571) (13) %
As a percentage of revenues 5% 5 % 8 %

Selling, general and administrative (“SG&A”") expenses generally consist of personnel and facilities costs related to our
stores, marketing, sales, executive, finance, human resources, information technology and legal organizations, as well
as fees for professional and contract services and litigation settlements.

SG&A expenses increased $854 million, or 22%, in the year ended December 31, 2023 as compared to the year ended
December 31, 2022. This was driven by a $447 million increase in employee and labor costs primarily from increased
headcount, including professional services and a $363 million increase in facilities related expenses.

Restructuring and Other

Year Ended December 31, 2023 vs. 2022 Change 2022 vs. 2021 Change
(Dollars in millions) 2023 2022 2021 $ % $ %
Restructuring and other $— $176 $(27) $(176) (100)% $203 Not meaningful

During the year ended December 31, 2022, we recorded an impairment loss of $204 million as well as realized gains of
$64 million in connection with converting our holdings of digital assets into fiat currency. We also recorded other
expenses of $36 million during the second quarter of the year ended December 31, 2022, related to employee
terminations.

Interest Income

Year Ended December 31, 2023 vs. 2022 Change 2022 vs. 2021 Change
(Dollars in millions) 2023 2022 2021 $ % $ %
Interest income $1,066 $297 $56 $769 259 % $241 430 %

Interest income increased $769 million, or 259%, in the year ended December 31, 2023 as compared to the year ended
December 31, 2022. This increase was primarily due to higher interest earned on our cash and cash equivalents and
short-term investments in the year ended December 31, 2023 as compared to the prior year due to rising interest rates
and our increasing portfolio balance.

Other Income (Expense), Net



Year Ended December 31, 2023 vs. 2022 Change 2022 vs. 2021 Change
(Dollars in millions) 2023 2022 2021 $ % $ %
Other income (expense), net $172 $(43) $135 $215 Not meaningful $(178) Not meaningful

Other income (expense), net, consists primarily of foreign exchange gains and losses related to our foreign
currency-denominated monetary assets and liabilities. We expect our foreign exchange gains and losses will vary
depending upon movements in the underlying exchange rates.

Other income, net, changed favorably by $215 million in the year ended December 31, 2023 as compared to the year
ended December 31, 2022. The favorable change was primarily due to fluctuations in foreign currency exchange rates
on our intercompany balances.

(Benefit from) Provision for Income Taxes

Year Ended December 31, 2023 vs. 2022 Change 2022 vs. 2021 Change

(Dollars in millions) 2023 2022 2021 $ % $ %

(Benefit from) provision for income taxes $(5,001) $1,132 $699 $(6,133) Not meaningful $433 62 %
Effective tax rate (50) % 8 % 11 %

We monitor the realizability of our deferred tax assets taking into account all relevant factors at each reporting period.
As of December 31, 2023, based on the relevant weight of positive and negative evidence, including the amount of our
taxable income in recent years which is objective and verifiable, and consideration of our expected future taxable
earnings, we concluded that it is more likely than not that our U.S. federal and certain state deferred tax assets are
realizable. As such, we released $6.54 billion of our valuation allowance associated with the U.S. federal and state
deferred tax assets, with the exception of our California deferred tax assets. Approximately $5.93 billion of the total
valuation allowance release was related to deferred tax assets to be realized in the future years and the remainder
benefited us during the year ended December 31, 2023. We continue to maintain a full valuation allowance against our
California deferred tax assets as of December 31, 2023, because we concluded they are not more likely than not to be
realized as we expect our California deferred tax assets generation in future years to exceed our ability to use these
deferred tax assets.

Our (benefit from) provision for income taxes changed by $6.13 billion in the year ended December 31, 2023 as
compared to the year ended December 31, 2022, primarily due to the release of $6.54 billion of our valuation allowance
associated with the U.S. federal and certain state deferred tax assets.

Our effective tax rate changed from an expense of 8% to a benefit of 50% in the year ended December 31, 2023 as
compared to the year ended December 31, 2022, primarily due to the release of the valuation allowance regarding our
U.S. federal and certain state deferred tax assets.

See Note 14, Income Taxes, to the consolidated financial statements included elsewhere in this Annual Report on Form
10-K for further details.

Liquidity and Capital Resources

We expect to continue to generate net positive operating cash flow as we have done in the last five fiscal years. The
cash we generate from our core operations enables us to fund ongoing operations and production, our research and
development projects for new products and technologies including our proprietary battery cells, additional
manufacturing ramps at existing manufacturing facilities, the construction of future factories, and the continued
expansion of our retail and service locations, body shops, Mobile Service fleet, Supercharger, including to support
NACS, energy product installation capabilities and autonomy and other artificial intelligence enabled products.

In addition, because a large portion of our future expenditures will be to fund our growth, we expect that if needed we
will be able to adjust our capital and operating expenditures by operating segment. For example, if our near-term
manufacturing operations decrease in scale or ramp more slowly than expected, including due to global economic or
business conditions, we may choose to correspondingly slow the pace of our capital expenditures. Finally, we



continually evaluate our cash needs and may decide it is best to raise additional capital or seek alternative financing
sources to fund the rapid growth of our business, including through drawdowns on existing or new debt facilities or
financing funds. Conversely, we may also from time to time determine that it is in our best interests to voluntarily repay
certain indebtedness early.

Accordingly, we believe that our current sources of funds will provide us with adequate liquidity during the 12-month
period following December 31, 2023, as well as in the long-term.

See the sections below for more details regarding the material requirements for cash in our business and our sources of
liquidity to meet such needs.

Material Cash Requirements

From time to time in the ordinary course of business, we enter into agreements with vendors for the purchase of
components and raw materials to be used in the manufacture of our products. However, due to contractual terms,
variability in the precise growth curves of our development and production ramps, and opportunities to renegotiate
pricing, we generally do not have binding and enforceable purchase orders under such contracts beyond the short-term,
and the timing and magnitude of purchase orders beyond such period is difficult to accurately project.

As discussed in and subject to the considerations referenced in Part II, Item 7, Management's Discussion and Analysis
of Financial Condition and Results of Operations—Management Opportunities, Challenges and Uncertainties and 2023
Outlook—Cash Flow and Capital Expenditure Trends in this Annual Report on Form 10-K, we currently expect our
capital expenditures to support our projects globally to exceed $10.00 billion in 2024 and be between $8.00 to $10.00
billion in each of the following two fiscal years. In connection with our operations at Gigafactory New York, we have an
agreement to spend or incur $5.00 billion in combined capital, operational expenses, costs of goods sold and other
costs in the State of New York through December 31, 2029 (pursuant to a deferral of our required timelines to meet
such obligations that was granted in April 2021, and which was memorialized in an amendment to our agreement with
the SUNY Foundation in August 2021). For details regarding these obligations, refer to Note 15, Commitments and
Contingencies, to the consolidated financial statements included elsewhere in this Annual Report on Form 10-K.

As of December 31, 2023, we and our subsidiaries had outstanding $4.68 billion in aggregate principal amount of
indebtedness, of which $1.98 billion is scheduled to become due in the succeeding 12 months. As of December 31,
2023, our total minimum lease payments was $5.96 billion, of which $1.31 billion is due in the succeeding 12 months.
For details regarding our indebtedness and lease obligations, refer to Note 11, Debt, and Note 12, Leases, to the
consolidated financial statements included elsewhere in this Annual Report on Form 10-K.

Sources and Conditions of Liquidity

Our sources to fund our material cash requirements are predominantly from our deliveries and servicing of new and
used vehicles, sales and installations of our energy storage products and solar energy systems, proceeds from debt
facilities and proceeds from equity offerings, when applicable.

As of December 31, 2023, we had $16.40 billion and $12.70 billion of cash and cash equivalents and short-term
investments, respectively. Balances held in foreign currencies had a U.S. dollar equivalent of $4.43 billion and
consisted primarily of Chinese yuan and euros. We had $5.03 billion of unused committed credit amounts as of
December 31, 2023. For details regarding our indebtedness, refer to Note 11, Debt, to the consolidated financial
statements included elsewhere in this Annual Report on Form 10-K.

We continue adapting our strategy to meet our liquidity and risk objectives, such as investing in U.S. government
securities and other investments, to do more vertical integration, expand our product roadmap and provide financing
options to our customers.

Summary of Cash Flows

Year Ended December 31,
(Dollars in millions) 2023 2022 2021
Net cash provided by operating activities $13,256 $14,724 $11,497



Net cash used in investing activities $(15,584) $(11,973) $(7,868)
Net cash provided by (used in) financing activities $2,589 $(3,527) $(5,203)
Cash Flows from Operating Activities

Our cash flows from operating activities are significantly affected by our cash investments to support the growth of our
business in areas such as research and development and selling, general and administrative and working capital. Our
operating cash inflows include cash from vehicle sales and related servicing, customer lease and financing payments,
customer deposits, cash from sales of regulatory credits and energy generation and storage products, and interest
income on our cash and investments portfolio. These cash inflows are offset by our payments to suppliers for
production materials and parts used in our manufacturing process, operating expenses, operating lease payments and
interest payments on our financings.

Net cash provided by operating activities decreased by $1.47 billion to $13.26 billion during the year ended December
31, 2023 from $14.72 billion during the year ended December 31, 2022. This decrease was primarily due to the
decrease in net income excluding non-cash expenses, gains and losses of $2.93 billion, partially offset by favorable
changes in net operating assets and liabilities of $1.46 billion.

Cash Flows from Investing Activities

Cash flows from investing activities and their variability across each period related primarily to capital expenditures,
which were $8.90 billion for the year ended December 31, 2023 and $7.16 billion for the year ended December 31,
2022, mainly for global factory expansion and machinery and equipment as we expand our product roadmap. We also
purchased $6.62 billion and $5.81 billion of investments, net of proceeds from maturities and sales, for the year ended
December 31, 2023 and 2022, respectively. Additionally, proceeds from sales of digital assets was $936 million in the
year ended December 31, 2022.

Cash Flows from Financing Activities

Net cash from financing activities changed by $6.12 billion to $2.59 billion net cash provided by financing activities
during the year ended December 31, 2023 from $3.53 billion net cash used in financing activities during the year ended
December 31, 2022. The change was primarily due to a $3.93 billion increase in proceeds from issuances of debt and a
$2.01 billion decrease in repayments of debt. See Note 11, Debt, to the consolidated financial statements included
elsewhere in this Annual Report on Form 10-K for further details regarding our debt obligations.

Recent Accounting Pronouncements

See Note 2, Summary of Significant Accounting Policies, to the consolidated financial statements included elsewhere in
this Annual Report on Form 10-K.



Consolidated Statements of Operations

label

2023-12-31

2022-12-31

2021-12-31

Income Statement [Abstract]

Statement [Table]

Product and Service [Axis]

Product and Service [Domain]

Automotive Revenues

Automotive sales

Automotive regulatory credits

Automotive leasing

Energy generation and storage

Services and other

Statement [Line ltems]

Revenues

Contract Revenue

96773000000.0

81462000000.0

53823000000.0

Automotive sales

78509000000.0

67210000000.0

44125000000.0

Automotive regulatory credits 1790000000.0 1776000000.0 1465000000.0
Automotive leasing 2120000000.0 2476000000.0 1642000000.0
Automotive Revenues 82419000000.0 71462000000.0 47232000000.0
Energy generation and storage 6035000000.0 3909000000.0 2789000000.0
Services and other 8319000000.0 6091000000.0 3802000000.0
Energy generation and storage sales 5515000000.0 3376000000.0 2279000000.0

Total revenues from sales and services

94133000000.0

78453000000.0

51671000000.0

Energy generation and storage leasing

520000000.0

533000000.0

510000000.0

Cost of Revenue

Total Cost of Revenue 79113000000.0 60609000000.0 40217000000.0
Automotive sales 65121000000.0 49599000000.0 32415000000.0
Automotive leasing 1268000000.0 1509000000.0 978000000.0
Automotive Revenues 66389000000.0 51108000000.0 33393000000.0
Energy generation and storage 4894000000.0 3621000000.0 2918000000.0
Services and other 7830000000.0 5880000000.0 3906000000.0

Gross Profit

17660000000.0

20853000000.0

13606000000.0

Automotive

16519000000.0

20565000000.0

13735000000.0

Energy generation and storage segment

1141000000.0

288000000.0

-129000000.0

Operating expenses

Research and Development Expense 3969000000.0 3075000000.0 2593000000.0
Selling, General and Administrative Expense 4800000000.0 3946000000.0 4517000000.0
Restructuring and other 0.0 176000000.0 -27000000.0

Operating Expenses 8769000000.0 7197000000.0 7083000000.0

Operating Income

8891000000.0

13656000000.0

6523000000.0

Interest income 1066000000.0 297000000.0 56000000.0
Interest Expense 156000000.0 191000000.0 371000000.0
Other income (expense), net 172000000.0 -43000000.0 135000000.0
Income Before Tax from Continuing Operations 9973000000.0 13719000000.0 6343000000.0
Income Tax Expense -5001000000.0 1132000000.0 699000000.0
Profit or Loss 14974000000.0 12587000000.0 5644000000.0
Net Income Attributable to Noncontrolling Interest -23000000.0 31000000.0 125000000.0

Net Income

14997000000.0

12556000000.0

5519000000.0




label 2023-12-31 2022-12-31 2021-12-31
Earnings Per Share

Earnings Per Share (Basic) 4,73 4.02 1.87

Earnings Per Share (Diluted) 4.3 3.62 1.63

Shares Outstanding

Shares Outstanding (Basic) 3174000000.0 3130000000.0 2959000000.0
Shares Outstanding (Diluted) 3485000000.0 3475000000.0 3386000000.0




Consolidated Balance Sheets

label 2023-12-31 2022-12-31
Statement of Financial Position [Abstract]

Statement [Table]

Long-Lived Tangible Asset

Long-Lived Tangible Asset

Operating Lease Vehicles

Solar energy systems, net

Statement [Line ltems]

Assets

Current assets

Cash and Cash Equivalents 16398000000.0 16253000000.0
Variable Interest Entity, Primary Beneficiary 66000000.0 68000000.0
Short-term investments 12696000000.0 5932000000.0
Accounts Receivable 3508000000.0 2952000000.0
Variable Interest Entity, Primary Beneficiary 13000000.0 22000000.0
Inventory 13626000000.0 12839000000.0
Automotive 11139000000.0 10996000000.0
Energy generation and storage segment 2487000000.0 1843000000.0
Prepaid Expenses 3388000000.0 2941000000.0
Variable Interest Entity, Primary Beneficiary 361000000.0 274000000.0
Total Current Assets 49616000000.0 40917000000.0
Variable Interest Entity, Primary Beneficiary 440000000.0 364000000.0

Operating lease vehicles, net

Operating Lease Vehicles

5989000000.0

5035000000.0

Solar energy systems, net

Solar energy systems, net

5229000000.0

5489000000.0

Property, Plant and Equipment

29725000000.0

23548000000.0

Cumulative Effect, Period of Adoption, Adjustment - Accounting
Standards Update 2020-06

Operating lease right-of-use assets

4180000000.0

2563000000.0

Digital assets, net 184000000.0 184000000.0
Digital Assets 184000000.0 184000000.0
Intangible Assets 178000000.0 215000000.0
Goodwill 253000000.0 194000000.0
Deferred Tax Assets 6733000000.0 328000000.0
Other Non Current Assets 4531000000.0 3865000000.0
Government Rebates Receivables 207000000.0 753000000.0
Variable Interest Entity, Primary Beneficiary 369000000.0 404000000.0
Total Assets 106618000000.0 82338000000.0

Variable Interest Entity, Primary Beneficiary

4087000000.0

4828000000.0

Liabilities

Current liabilities

Accounts Payable 14431000000.0 15255000000.0
Accrued liabilities and other 9080000000.0 8205000000.0
Variable Interest Entity, Primary Beneficiary 67000000.0 69000000.0
Deferred revenue 2864000000.0 1747000000.0
Variable Interest Entity, Primary Beneficiary 6000000.0 10000000.0




label

2023-12-31

2022-12-31

Current portion of debt and finance leases

2373000000.0

1502000000.0

Variable Interest Entity, Primary Beneficiary

1564000000.0

1013000000.0

Total Current Liabilities

28748000000.0

26709000000.0

Variable Interest Entity, Primary Beneficiary

1637000000.0

1092000000.0

Debt and finance leases, net of current portion

2857000000.0

1597000000.0

Variable Interest Entity, Primary Beneficiary 2041000000.0 971000000.0
Deferred revenue, net of current portion 3251000000.0 2804000000.0
Variable Interest Entity, Primary Beneficiary 99000000.0 149000000.0
Other Non Current Liabilities 8153000000.0 5330000000.0
Variable Interest Entity, Primary Beneficiary 0.0 3000000.0
Total Liabilities 43009000000.0 36440000000.0

Variable Interest Entity, Primary Beneficiary

3777000000.0

2215000000.0

Commitments and contingencies (Note 15)

Redeemable noncontrolling interests in subsidiaries 242000000.0 409000000.0
Equity

Stockholders’ equity

Preferred Stock 0.0 0.0

Common Stock 3000000.0 3000000.0
Additional paid-in capital 34892000000.0 32177000000.0
Accumulated Other Comprehensive Income/Loss -143000000.0 -361000000.0
Retained Earnings 27882000000.0 12885000000.0
Total Stockholders' Equity 62634000000.0 44704000000.0
Minority Interest 733000000.0 785000000.0
Total Liabilities and Stockholders' Equity 106618000000.0 82338000000.0




Consolidated Statements of Cash Flows

label

2023-12-31

2022-12-31

2021-12-31

Statement of Cash Flows [Abstract]

Cash Flows from Operating Activities

Profit or Loss

14974000000.0

12587000000.0

5644000000.0

Adjustments to reconcile net income to net cash provided by
operating activities:

Depreciation, amortization and impairment 4667000000.0 3747000000.0 2911000000.0
Stock-based compensation 1812000000.0 1560000000.0 2121000000.0
Performance Based Restricted Stock Units And Stock Options 57000000.0 159000000.0

Chief Executive Officer - 2018 CEO Performance Award 66000000.0 910000000.0
Inventory and purchase commitments write-downs 463000000.0 177000000.0 140000000.0
Cost of Revenues 233000000.0 144000000.0 106000000.0
Foreign currency transaction net unrealized (gain) loss 144000000.0 -81000000.0 55000000.0
Deferred income taxes -6349000000.0 -196000000.0 -149000000.0
Non-cash interest and other operating activities -81000000.0 -340000000.0 -245000000.0
Digital assets loss (gain), net 0.0 -140000000.0 27000000.0
Changes in operating assets and liabilities:

Accounts receivable 586000000.0 1124000000.0 130000000.0
Inventory 1195000000.0 6465000000.0 1709000000.0
Operating lease vehicles 1952000000.0 1570000000.0 2114000000.0
Prepaid expenses and other assets 2652000000.0 3713000000.0 1540000000.0
Accounts payable, accrued and other liabilities 2605000000.0 8029000000.0 5367000000.0
Deferred revenue 1532000000.0 1131000000.0 793000000.0

Net Cash from Operating Activities

13256000000.0

14724000000.0

11497000000.0

Cash Flows from Investing Activities

Payments for Property, Plant and Equipment 8898000000.0 7158000000.0 6482000000.0
Purchases of solar energy systems, net of sales 1000000.0 5000000.0 32000000.0
Purchases of digital assets 0.0 0.0 1500000000.0
Proceeds from sales of digital assets 0.0 936000000.0 272000000.0
Purchase of intangible assets 0.0 9000000.0 0.0

Purchases of investments 19112000000.0 5835000000.0 132000000.0
Proceeds from maturities of investments 12353000000.0 22000000.0 0.0

Proceeds from sales of investments 138000000.0 0.0 0.0

Receipt of government grants 0.0 76000000.0 6000000.0
Payments to Acquire Businesses 64000000.0 0.0 0.0

Net Cash from Investing Activities

-15584000000.0

-11973000000.0

-7868000000.0

Cash Flows from Financing Activities

Proceeds from issuances of debt 3931000000.0 0.0 8883000000.0
Repayments of debt 1351000000.0 3364000000.0 14167000000.0
Collateralized lease repayments 0.0 0.0 -9000000.0
Proceeds from exercises of stock options and other stock 700000000.0 541000000.0 707000000.0
issuances

Principal payments on finance leases 464000000.0 502000000.0 439000000.0
Debt issuance costs 29000000.0 0.0 9000000.0
Proceeds from investments by noncontrolling interests in 0.0 0.0 2000000.0
subsidiaries

Distributions paid to noncontrolling interests in subsidiaries 144000000.0 157000000.0 161000000.0




label 2023-12-31 2022-12-31 2021-12-31
Payments for buy-outs of noncontrolling interests in subsidiaries 54000000.0 45000000.0 10000000.0
Net Cash from Financing Activities 2589000000.0 -3527000000.0 -5203000000.0
Effect of exchange rate changes on cash and cash equivalents 4000000.0 -444000000.0 -183000000.0
and restricted cash

Net Change in Cash 265000000.0 -1220000000.0 -1757000000.0

Cash and cash equivalents and restricted cash, end of period

Cash and cash equivalents and restricted cash, end of period

Supplemental Non-Cash Investing and Financing Activities

Acquisitions of property and equipment included in liabilities

2272000000.0

2148000000.0

2251000000.0

Supplemental Disclosures

Cash paid during the period for interest, net of amounts capitalized

126000000.0

152000000.0

266000000.0

Cash paid during the period for income taxes, net of refunds

1119000000.0

1203000000.0

561000000.0




