
Teach yourself how to build a Business Case
for a Social Enterprise or Community Project

1c.   What is a business case?
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Spend only a few seconds on each page

This website may contain errors so always check your own work 

and have it audited by a competent person



Project Life

1. Project idea

2. Project assessment

3. Decide to do/ 
Approvals

4. Project Funding

5. Project Delivery

6. Scale

7. Sustain
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Business 
Case

(Economic 
Evaluation)

Tax 
Returns

Project 
Funding

Over the life of a project there are four distinct money activities and the 
‘business case’ should be the first.

There is no reason to do the other three activities until the business case shows that the project is 
likely to be viable .

Accounting
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Accounting

Project 
Funding

As outlined in the previous module, the Business Case
➢ gives a ‘helicopter’ view of the project over its life

➢ It is under the control of the leaders of the social enterprise and can become its ‘steering wheel’

➢ is in everyday language, uses practical concepts and is by far, the easiest to understand 

Its main working tool is a business model of the project in Excel which -
✓ shows how the project is shaping up and what needs to be done at each stage to succeed.

✓ recognises money only as it is spent and any surplus cash only as it is generated – unlike accounting.

✓ can have the project funding and accounting added 

It should be commenced as soon as the project is conceived -

➢ because it will give direction, speed and substance to the hard work ahead

Business 
Case



A business case has three stages: -

Step 1: Build a business model in Excel

Step 2: Use the model to evaluate the project

Step 3: Make decisions
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A business case has three stages

Step 1: Build a business model in Excel

The business model is a replication of the project from now until it becomes self supporting.

To build it: 

1. Time frame to being self-supporting: Work out a time frame to complete studies, assemble and construct the enterprise, begin 
operations and ramp-up to full strength.

2. Capital costs: Get estimates of how much cash will be needed to get to full operations

3. Production and revenue: What is the expected sales/delivery plan to reach full strength.  What are the prices?

4. Operating costs: Estimate the costs to produce and deliver the goods/services

5. Taxes: Get preliminary advice on what taxes and charges might need to be paid to local communities and governments.

6. Excel workbook: assemble all this into an Excel workbook that is easy for others to follow. 

To speed all this up, use one of the worked examples available free at this website  www.economicevaluation.com.au as a starting 
model and adapt it to your project
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Existing case
carbon in pulp technology

NPV - Existing Case A$ 2,007,342

IRR - Existing Case 9.1%

Life of Mine units Total 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020

Cashstream 1: Production and Revenue
Production
10 Aug 11 T Benson mine schedule "Mine Plan 12 June 11"

Ore Production tonnes 2,150,000 300,000 500,000 500,000 500,000 350,000

Head grade grams/tonne 3.1 2.5 3.1 3.8 2.9 2.8

Contained gold mined ounces 213,183 0 0 0 24,116 49,839 61,093 46,624 31,511 0 0

Processing Recovery % of contained gold 78% 83% 83% 83% 83%

Gold produced ounces 175,736 0 0 0 18,810 41,367 50,707 38,698 26,154 0 0

Sales
23 Aug 11 J Gomachie: "Sales Plan: July 2011"

Gold in circuit weeks 3 3 3 3 3 3 3 3 3 3

Gold in circuit ounces 0 0 0 1,085 2,387 2,925 2,233 1,509 0 0

Gold sold ounces 175,736 0 0 17,725 40,065 50,169 39,391 26,878 1,509 0

Revenue
23 Aug 10 ABC Company Forecast of gold price

Gold price Forecast A$/ounce Real 1,000 1,000 1,000 1,000 1,000 1,000 1,000 1,000 1,000 1,000 1,000

Gold Revenue A$  Real 175,736,334 0 0 0 17,725,080 40,065,236 50,168,501 39,390,613 26,877,999 1,508,904 0

23 Aug 11 J Gomachie: " Sales Plan: July 2011"

Debtors days 30 30 30 30 30 30 30 30 30

Debtors - Closing A$ Real 0 0 1,456,856 3,293,033 4,123,438 3,237,585 2,209,151 0 0

Cashstream 1: Revenue - Existing CaseA$ Real 175,736,334 0 0 16,268,224 38,229,059 49,338,096 40,276,467 27,906,433 3,718,055 0

Cashstream 2: Capital Costs
10 Aug 10 G Dawson "Capital Cost Estimate: Indicative Estimates Version G"

Initial Capital Costs A$ Real 58,000,000 3,000,000 30,000,000 25,000,000

Ongoing Capital Costs A$ Real 10,000,000 3,000,000 4,000,000 2,000,000 1,000,000

Cashstream 2: Capital Costs - Existing CaseA$ Real 68,000,000 3,000,000 30,000,000 25,000,000 3,000,000 4,000,000 2,000,000 1,000,000 0 0 0

Tax deductions for Capital Expenditure
3 May 11 E Hermi Assume all capital is deducted in proportion to the gold sold over the life of mine.

Tax Deduction for Capital Expenditure % of contained gold 10% 23% 29% 22% 15% 1% 0%

Tax deduction for capital expenditure 68,000,000 6,858,601 15,502,975 19,412,366 15,241,935 10,400,262 583,860 0

Cashstream 3: Operating Costs
5 May 11 G Dawson "Operating Cost Estimate: Indicative Estimates."  There is no waste to be mined.

mining cost per tonne A$ Real/ tonne ore 31 5 5 6 7 8

mining cost A$ Real 13,300,000 1,500,000 2,500,000 3,000,000 3,500,000 2,800,000 0 0

processing cost per tonne A$ Real/ tonne ore 100 20 20 20 20 20

processing cost A$ Real 43,000,000 6,000,000 10,000,000 10,000,000 10,000,000 7,000,000 0 0

fixed costs A$ Real 15,000,000 3,000,000 3,000,000 3,000,000 3,000,000 3,000,000

Cashstream 3: Operating Costs - Existing CaseA$ Real 71,300,000 0 0 0 10,500,000 15,500,000 16,000,000 16,500,000 12,800,000 0 0
cost per ounce A$/ounce Real 558 375 316 426 489 0 0

Cashstream 4: Taxes

Government Royaties
2 June 11 R Torply:  SA State Royalty is 1% of revenue paid monthly

State Royalty % of revenue 1% 1% 1% 1% 1% 1% 1% 1% 1% 1%

State Royalty A$ Real 1,757,363 0 0 0 177,251 400,652 501,685 393,906 268,780 15,089 0

Company Income Tax
2 June 11 R Torply:  Company Income tax rate is 30%.  The cash payment averages mid year.  Assume operating cost cashstream approximates the cost of goods sold.

Gold Revenue 175,736,334 0 0 0 17,725,080 40,065,236 50,168,501 39,390,613 26,877,999 1,508,904 0
less

Cashstream 3: Operating Costs - Existing Case 71,300,000 0 0 0 10,500,000 15,500,000 16,000,000 16,500,000 12,800,000 0 0

Tax deduction for capital expenditure 68,000,000 0 0 0 6,858,601 15,502,975 19,412,366 15,241,935 10,400,262 583,860 0

State Royalty 1,757,363 0 0 0 177,251 400,652 501,685 393,906 268,780 15,089 0

Assessable Income 34,678,971 0 0 0 189,228 8,661,608 14,254,450 7,254,773 3,408,957 909,955 0

Company Income Tax  Rate % of assessable income 30% 30% 30% 30% 30% 30% 30% 30% 30% 30%

Income Tax 10,403,691 0 0 0 56,768 2,598,483 4,276,335 2,176,432 1,022,687 272,986 0

Income tax payment 10,403,691 0 0 0 56,768 2,598,483 4,276,335 2,176,432 1,022,687 272,986 0

Cashstream 4: Taxes - Existing Case A$ Real 12,161,055 0 0 0 234,019 2,999,135 4,778,020 2,570,338 1,291,467 288,075 0

Cashflow and NPV
Cashlows
Cashstream 1: Revenue - Existing Case A$ Real 175,736,334 0 0 0 16,268,224 38,229,059 49,338,096 40,276,467 27,906,433 3,718,055 0

Cashstream 2: Capital Costs - Existing CaseA$ Real 68,000,000 3,000,000 30,000,000 25,000,000 3,000,000 4,000,000 2,000,000 1,000,000 0 0 0

Cashstream 3: Operating Costs - Existing CaseA$ Real 71,300,000 0 0 0 10,500,000 15,500,000 16,000,000 16,500,000 12,800,000 0 0

Cashstream 4: Taxes - Existing Case A$ Real 12,161,055 0 0 0 234,019 2,999,135 4,778,020 2,570,338 1,291,467 288,075 0

Cashflow - Existing Case A$ Real 24,275,280 -3,000,000 -30,000,000 -25,000,000 2,534,205 15,729,924 26,560,076 20,206,129 13,814,966 3,429,979 0

IRR - Existing Case 9.1%

Discounting
17 July 11 F Green email: discount rate for investment in gold is 8% Real.  The base date is 1 July 2011

Discount Rate % Real 8% 8% 8% 8% 8% 8% 8% 8% 8% 8%

Discount Factor 0.96 0.89 0.82 0.76 0.71 0.65 0.61 0.56 0.52 0.48

Discounted Cashflow - Existing Case A$ Real 2,007,342 -2,886,751 -26,729,179 -20,624,367 1,935,792 11,125,505 17,393,968 12,252,613 7,756,605 1,783,157 0

Cumulative NPV - Existing Case A$ -2,886,751 -29,615,930 -50,240,297 -48,304,505 -37,179,000 -19,785,033 -7,532,420 224,185 2,007,342 2,007,342

NPV - Existing Case A$ 2,007,342
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A ‘business case’ might use a simple 
‘business model’ like this as its main working tool  …

It is relatively fast and easy to create and is explained in the modules on “Hands On 
Modelling”



A business case has three stages

Step 2: Use the model to evaluate the project

One of the key outputs will be the net cash flow each month/year.  

This will show how long before the enterprise will become self-supporting.

If important, it will show how long before debt can be repaid to lenders.

The preliminary business case generated by the model will be a ‘mirror’ → this is what the project is looking like!

In turn, these are likely to raise key issues that need researching, reworking, revising.

So the economic model can be tested with different possibilities and 

the preliminary business case can be shaped into a ‘Base Case’.

Next the project leaders and team need to create variations of this ‘Base Case’ 

It needs to explore unfavourable scenarios with feasible combinations of delays, sales and costs to see how bad things could possibly get.

It needs to explore favourable scenarios to understand how soon the enterprise might become self-supporting.

It needs to explore how this project can be the platform for another social enterprise

Overall the model must be used to understand the ‘range’ of possibilities!
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A business case has three stages

Step 3: Make decisions

At each stage of the project, the leaders of the social enterprise will need to make decisions 
about what shape the enterprise should become and what next.

The evaluation work in Step 2 should allow these decisions to be made with full awareness 
→ “with eyes wide open!”

In collaboration with the social enterprise, the potential investors, donors and lenders can each 
get a version of the business case and decide their support.

Having access to a business case that demonstrates that the project is likely to be viable within a certain 
time should bring confidence.
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Step 3 is the most important

Step 1: Build a business model in Excel

Step 2: Use the model to evaluate the project

Step 3: Make decisions
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This is the most important step



Step 1: Build a business model in Excel

Step 2: Use the model to evaluate the project

Step 3: Make decisions
At each stage of the project’s development select the best path

➢ using the assessments completed above in Step 2

➢ to decide which arrangement best fits the opportunity in the community
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Step 2 is the most challenging and productive

Step 1: Build a business model in Excel

Step 2: Use the model to evaluate the project

Step 3: Make decisions
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This is the most challenging 
and productive step



Step 1: Build a business model in Excel

Step 2: Use the economic model to evaluate the project
to understand the project at each stage of its development: -

➢ Continuously assess the most likely case, the unfavourable case, the favourable case, the 
risks, the key drivers, testing the ranges, upsides, downsides, possibilities, alternatives, 
options, flexibility, competing projects, …

➢ This is easy once the model in Step 1 is ready

Step 3: Making decisions
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Step 1: The business model is the workhorse

Step 1: Build a business model in Excel

Step 2: Use the model to evaluate the project

Step 3: Make decisions
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This is the workhorse



Step 1: The business model is the workhorse

Step 1: Build a business model in Excel
➢ It must be kept easy-to-follow.  (but may not  be ‘simple’)

➢ It should use the globally accepted modelling practices in this website

➢ and so be a transparent and robust working tool. 

➢ It should reproduce the project in physical terms, and model its money flows.

➢ All this should be quite straight forward 

Step 2: Use the model to evaluate the project

Step 3: Make decisions

Worked examples of business models can be downloaded from this website!
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end
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Glossary 1

Business Case 

or ‘Economic Evaluation’

A forecast of the social enterprise’s physical operations, deliveries of benefits, sales, costs, taxes and net cashflow.  
It usually is over several years and computed in monthly intervals or in years. It gives a ‘helicopter view’ of the underlying 

economic health of the enterprise showing how much funding it will require and when it is likely to ‘stand on its own legs’ to be self-
supporting. .  (It uses cash rather than accounting concepts.)

Fundraising and ownership can be added when the project looks promising

Project Funding Getting investors, donors and lenders to provide cash to fund the project

Accounting An internationally regulated way of assessing or forecasting the performance of the project over a specified period 
– past or future - given its recent results, past inputs and future liabilities.  
(Uses non-cash concepts so may be difficult for some non-accounting people to quickly understand.)

Tax Extracting money from the project as entirely defined by government legislation - and like accounting uses non-cash 

concepts.

Real terms Before applying inflation – example $2.50 today and still $2.50 in 5 years 
(Usually employed in business case modelling.)

Nominal terms or Dollars of 
the Day

After applying inflation – example $2.50 today becomes $3.97 in 5 years
(Used in accounting, tax and funding.)

Business Model A reproduction of the project in an Excel workbook that uses physical material flows and community benefits as its 
foundation


