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EVS FEATURE

Tesla CEO Elon Musk Deserves His $60
Billion Pay Package. This Analysis
Backs It Up.
By Andy Serwer Follow

Updated Aug 07, 2024 3:42 pm EDT / Original Aug 07, 2024 11:37 am EDT

As a Delaware judge mulls over whether to approve Elon Musk’s high-
profile, ginormous pay package, executive compensation firm Equilar
parsed the numbers to explain just how the Tesla CEO’s compensation

Elon Musk has one of the biggest pay packages ever. (APU GOMES/GETTY IMAGES)
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plan worked out so spectacularly for him.

You may recall that Tesla shareholders first voted to approve a complex
10-year, 12-tranche, stock option compensation plan for Musk in 2018.
The Tesla CEO could be paid tens of billions of dollars but only if the
company achieved lofty goals.

How lofty? According to The Wall Street Journal  back in January
2018, “[I]f Tesla were to reach the audacious market value of $650
billion—as much as Amazon.com Inc. is worth today—the company said
Mr. Musk’s stock award would reap him as much as $55.8 billion fully
vested.” At that point, the Journal reported that Tesla had a market
capitalization of $58.8 billion.

https://www.barrons.com/livecoverage/tesla-shareholder-vote-results-meeting-today/card/elon-musk-s-pay-package-explained-0w9Z5dIizpn4P1pyo730?mod=article_inline
https://www.wsj.com/articles/tesla-gives-elon-musk-new-10-year-pay-for-performance-deal-1516737688
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How Musk Earned His Pay
Musk's compensation has come in a series of tranches as he hit performance targets.

Hover over annotations for values at the time each tranche was awarded.

Cumulative value of Musk's stock option grants

2021 2022 2023 2024

0

10

20

30

40

50

60

70

80

90

$100 billion

J

I

H

G

F

E

D

C

B

A



8/19/24, 6:50 PMTesla CEO Elon Musk Deserves His $60 Billion Pay Package, According to Equilar - Barron's

Page 4 of 6https://www.barrons.com/articles/tesla-ceo-elon-musk-pay-package-1cef8a6a

Today Tesla has a market cap of $635 billion. (Tesla’s peak market cap
was $1.235 trillion on Nov. 4, 2021.) Musk has already been awarded all
12 tranches (as the company has achieved all the milestones.) Equilar
calculates the cumulative value of this package for Musk is now worth
$59.7 billion.

However, a Tesla shareholder filed suit against the pay package in 2018

*Market cap goal was achieved in a previous time period.
Note: Ebitda is short for earnings before interest, taxes, depreciation, and amortization.

Source: Equilar

Milestone Milestone Target (billions) Actual Results (billions)

Tranche 1
5/28/20

Market Cap $100
Revenue $20

Market Cap $149.4
Revenue $26.0

Tranche 2
7/24/20

Market Cap $150
Adjusted Ebitda $1.5

Market Cap $262.7
Adjusted Ebitda $4.4

Tranche 3
9/30/20

Market Cap $200
Adjusted Ebitda $3

Market Cap $399.8
Adjusted Ebitda $5.1

Tranche 4
12/31/20

Market Cap $250
Adjusted Ebitda $4.5

Market Cap $668.9
Adjusted Ebitda $5.8

Tranche 5-6
4/29/21

Market Cap $300-350
Revenue $35
Adjusted Ebitda $6

Market Cap $652.2
Revenue $36
Adjusted Ebitda $6.7

Tranche 7
10/25/21

Market Cap $400
Adjusted Ebitda $8

Market Cap $1029.2
Adjusted Ebitda $9.4

Tranche 8
2/7/22

Market Cap $450
Adjusted Ebitda $10

Market Cap $937.7
Adjusted Ebitda $11.6

Tranche 9-11
4/25/22

Market Cap $500-550
Revenue $55
Adjusted Ebitda $12-14

Market Cap $1034
Revenue $62.2
Adjusted Ebitda $14.8

Tranche 12
1/31/23

Market Cap $600
Revenue $75

Market Cap $548.1*
Revenue $81.5

As of 7/26/24
Market Cap $702.2
Revenue $95.3
Adjusted Ebitda $14.8
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arguing that Musk unfairly influenced the compensation proposal and
that the company’s board misled shareholders. This past January
Delaware Chancellor Kathaleen McCormick agreed and ordered the plan
rescinded saying it was problematic because of Musk’s cozy relationship
with directors and that shareholders were insufficiently informed of the
deal. In June, Tesla again put Musk’s pay plan to a shareholder vote,
and again shareholders approved it.

The latest twist in the saga: Last Friday, Judge McCormick began
hearings on essentially whether to sustain her ruling or whether to allow
the shareholder vote to overrule it.

Equilar’s independent analysis  might add ammunition to a “numbers
don’t lie” defense of Musk’s pay. “At first glance, obviously, it looks like a
giant pay package,” says Amit Batish, Equilar’s senior director of
content. “Over the years, the value of the award gradually increased
more and more. A lot of that has to do with the fact that Tesla stock
price has increased over the years. But if you break it down in terms of
the milestones and targets that were set forth by the Tesla board for
Musk, he achieved all of those. He bet on himself and it’s paid off so far.”

As for the Delaware case, it’s a fascinating one in that, as the judge
suggested, these types of rulings aren’t for shareholders to overturn. On
the other hand, shareholders did vote for the plan twice, even after the
judge said they had been ill-informed the first time.

It’s unclear when Judge McCormick would issue a ruling. As she said on
Friday, she would take the case “under advisement” and that “it will not
end here and now.”

https://www.equilar.com/elon-musk-2018-tesla-pay-package-analysis
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Inquiring shareholders will be keeping an eye out.

Corrections & Amplifications: Tesla’s market cap was $548.1
billion in January 2023 when Musk reached the Tranche 12 milestone.
A previous version of the table in this article incorrectly said the
company’s market value was $5481.1 billion at the time.

Write to Andy Serwer at andy.serwer@barrons.com

Barron's

Copyright © 2024 Dow Jones & Company, Inc. All Rights Reserved.

Topics

Memberships

Tools

Customer Service

Network

Newsstand

For Business

For Education

For Advertisers

Account

About Barron's

Legal

Privacy Notice | Cookie Notice | Copyright Policy | Accessibility

mailto:andy.serwer@barrons.com
https://www.barrons.com/
https://www.dowjones.com/privacy-notice?mod=BOL
https://www.dowjones.com/cookie-notice?mod=BOL
https://www.barrons.com/about/copyright-policy?mod=BOL
https://www.dowjones.com/accessibility-statement?mod=BOL

