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The accounting policy of Tesla has been under-evaluated by SEC frequently. Tesla Inc. has been receiving letters from the Securities and Exchange Commission (SEC) about the accounting practices used by the company. SEC accused Tesla of using “individually tailored” evaluation methods (Hess &amp; Andiola, 2018). Tesla has also been accused of using non-GAAP statistics. Although the company had promised to stop using non-GAAP statistics, it upheld its utilization by stating that non-GAAP statistics mirrored their finances better. Tesla’s third-quarter GAAP varied widely with non-GAAP income. Tesla uses non-GAAP statistics in its reporting to eliminate uncommon items. 
Tesla’s accounting policies have been questioned in different areas with warranty expenses being one of the key areas under question. Two areas of concern related to warranty include warranty expenses on hired products and decreased warranty-associated expenses.  Tesla has been questioned about its accounting on warranties for hired vehicles and solar patterns. Tesla replied that there were no warranties because the customers did not possess the assets and therefore the company caters for any arising maintenance and repairs.
Another accounting issue questioned was the expenses associated with reduced warranties. Tesla’s warranty-associated accounting practices have contributed to the issues in its third-quarter report on its earnings. Tesla decreased its allocation for warranties from $153 million to $138 million in the third quarter. The company also reduced its obligations for former warranties by $37 million (Mehta & amp; Bhavani, 2018). These warranty-associated variations explained Tesla’s net income in the third quarter. Tesla’s accounting policies have remained to be questionable. Tesla has issues with its Accounts Receivables because the company has presented different and changing reports. Tesla’s accounts receivables have continued to be unbelievable and foster more questions.
Tesla failed to recognize and address the new accounting rules that could greatly alter its revenue. The company failed to select an evolution method and has continued to assess the consequences of the new accounting rules until the completion of the first quarter. Other auto companies such as Ford Motor Company and General Motors Company have already implemented the new accounting rules. According to SEC, this was not the first time for Tesla to refuse to observe the standards of the automotive industry. However, SEC had severally advised the company to upgrade its accounting practices.
Tesla makes use of lease accounting on vehicle sales with a guarantee of resale value. However, Tesla reported that its guarantee of resale value and hiring strategies exposes the company to the risk of getting lower values of its vehicles than its approximation and that this may lead to reduced revenue, gross income, and liquidity, and profit. Musk, Tesla’s CEO was charged with security fraud by SEC after his tweets where he expressed his desire of privatizing the company, meaning that the company was to use private accounting practices (Hess & amp; Andiola, 2018). 
[bookmark: _GoBack]Tesla has used accounting practices such as public accounting practice whereby the company has allowed independent firms such as the Securities and Exchange Commission to evaluate its accounting records and disclosing information to the public. Although the company has used these accounting practices to record and evaluate its financial statement, it has failed to follow the generally accepted accounting principles (GAAP) as well as the current accounting laws. This has contributed to mistrust of its accounting policies
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