Tesla - Show Me The Incentive

Last week I took an Uber in a Tesla - a stunning vehicle with an incredibly
smooth ride. But Tesla isn’t just about good looking cars. The company’s
newly proposed compensation package for Elon Musk, potentially worth up
to $1 trillion, makes this clear.

Tesla currently commands a $1.1 trilion market cap and trades at a lofty
price-to-earnings ratio of over 200. It’s the kind of valuation that not only
makes traditional investors raise their eyebrows, but also keeps them from
investing. Still, Tesla’s future isn’t defined by today’s valuation. It's about
building scale, advancing Al and robotics, and leading the future of driverless
cars.

Controversial Musk is multi-talented and has created enormous value over a
number of ventures. His current interests outside of Tesla include:

1) SpaceX (including Starlink) valued at ~$400 billion
2) X (Twitter) valued around ~$40 billion

3) XAI with reported valuations up to ~$200 billion
4) Neuralink valued at ~$9 billion

5) The Boring Company valued at ~$7 billion

Already the world’s wealthiest person with a net worth fluctuating between
$250-300 bilion (depending on Tesla’'s stock price), Musk hardly needs
another payday. This package looks more like a tool to fund his biggest
ambition, making humanity a multi-planetary species, with Mars as the
ultimate destination.

The incentive plan, subject to shareholder approval in November, is a 10-year
plan that could be worth up to $1 trilion if the following milestones are
achieved:

1) Tesla reaching a market cap of $8.5 trillion

2) Delivering 20 million vehicles cumulatively

3) Achieving 10 million active Full Self-Driving subscriptions

4) Deploying 1 million robotaxis commercially

5) Delivering 1 million Optimus humanoid robots

6) Achieving EBITDA targets up to 28x higher than the 2018 plan
7) Developing a CEO succession framework

The structure effectively locks Musk in for at least 7.5 years, potentially a full
decade, tying his compensation to Tesla’s evolution into something far
beyond a car company.

Conclusion

When evaluating investments, alignment of interest matters. Musk isn’t just
another CEO negotiating for a big pay check, he's demonstrated a rare ability
to create massive wealth while pursuing bold visions. With this incentive plan,
Tesla ambitions are unmistakable. If the targets are met, both Musk and
investors will share in the upside.

Ian De Lange, CA(SA)

Chief Investment Officer

If you have any questions, Ian and our team would love to hear
from you on global@seedinvestments.co.za.
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