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Investment Decision 

User Guide & Best Practice Handbook 

For finance professionals and business leaders 

 

 

This guide covers: how to use the Excel model and PowerPoint deck, the theory and practice of 

investment decision-making, a pre-submission checklist, and professional recommendations for 

managing this process. 

DISCLAIMER 

This document is a generic template provided for informational and educational purposes only. It does not 

constitute financial, legal, or investment advice. The creator of this template accepts no liability whatsoever for 

any business decisions, investments, or financial outcomes made on the basis of analyses produced using this 

template. Users are solely responsible for validating all assumptions, formulas, and conclusions, and for obtaining 

appropriate professional advice before making any investment or business decision. 

 

Section What you will find 

1  How to use this toolkit File overview, step-by-step workflow, Excel tabs, PowerPoint slides 

2  Investment decision theory Framework, financial metrics, discount rates, hurdle rates 

3  Pre-submission checklist Quality gates before presenting to decision-makers 

4  Recommendations Best practices, governance, common mistakes to avoid 

 

Version 1.0  ·  Language: English  ·  Compatible with Microsoft Excel 2016+ and PowerPoint 2016+ 
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1.  How to Use This Toolkit 

 

This toolkit consists of two files designed to work together: an Excel financial model for number 

crunching and a PowerPoint deck for presenting the business case to decision-makers. Both are 

templates — your job is to replace the placeholder text and blue-coloured input cells with data specific 

to your investment. 

 

1.1  File Overview 

File Purpose 

Investment_Decision_Template.xlsx Financial model — assumptions, CapEx schedule, 
P&L impact, NPV/IRR, payback, scenario and 
sensitivity analysis 

Investment_Decision_Deck.pptx 10-slide board-ready presentation — cover, 
executive summary, strategic context, problem, 
solution, assumptions, financials, scenarios, risks, 
recommendation 

 

1.2  Step-by-Step Workflow 

Follow this sequence to complete a business case from start to finish: 

Step 1  Define the investment  Before touching the model, write a clear one-sentence description of what 

you are investing in and what problem it solves. This will become the opening of your PowerPoint. 

Step 2  Gather your inputs  Collect CapEx quotes from suppliers, revenue uplift estimates from sales or 

operations, cost saving figures from the relevant teams, and your company's discount rate (WACC) 

from finance. 

Step 3  Fill in the Assumptions tab  Open the Excel file. Go to the Assumptions sheet and fill in every blue-

coloured cell. Start with project information, then CapEx line items, then revenue and cost 

parameters. Do not overwrite black (formula) or green (cross-sheet link) cells. 

Step 4  Review the calculated sheets  Once assumptions are complete, check CapEx & Depreciation, P&L & 

Cash Flow, and NPV & IRR in sequence. Verify that the numbers make intuitive sense — does the FCF 

turn positive when you expect it to? 

Step 5  Run scenario analysis  Populate the Scenario Analysis sheet with upside and downside variants. 

Change one variable at a time to understand which drivers matter most. 

Step 6  Study the sensitivity tables  The Sensitivity Analysis sheet shows how NPV changes when discount 

rate and revenue growth are varied simultaneously. The yellow cell is your base case. Green cells 

create value; red cells destroy it. 

Step 7  Update the PowerPoint  Transfer key metrics (NPV, IRR, payback, total CapEx) to the PowerPoint 

slides. Replace all placeholder text in brackets. Add charts or data from Excel as needed. 

Step 8  Run the pre-submission checklist  Before presenting, work through the checklist in Section 3 of this 

guide. It is designed to catch the most common errors and omissions. 
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Step 9  Present and decide  The PowerPoint is structured to guide decision-makers from context to 

recommendation in 10 slides. Slide 2 (Executive Summary) and slide 10 (Recommendation) are the 

two most important. 

 

1.3  Excel Tab Guide 

Sheet / Tab What it contains 

Instructions Start here. Colour-coding legend and workflow 
overview. 

Charts Four auto-updating charts: annual FCF, cumulative 
FCF (payback), NPV sensitivity, and scenario 
comparison. 

Assumptions All user inputs in blue. CapEx line items, 
revenue/cost parameters, tax rate, WACC. Yellow-
highlighted cells are the most sensitive. 

CapEx & Depreciation CapEx outflows by year. Straight-line depreciation 
schedule per asset. Links from Assumptions. 

P&L & Cash Flow Incremental P&L (revenue uplift, savings, opex, 
depreciation, EBIT, tax, NOPAT) and free cash flow 
per year. 

NPV & IRR Discounted cash flow table. Key output: NPV, IRR, 
discount rate, analysis horizon. 

Payback Period Simple and discounted payback. Checkmark 
indicator shows when cumulative FCF turns 
positive. 

Scenario Analysis Base / upside / downside assumptions table and 
summary results. Fill in upside and downside 
results manually after running the model. 

Sensitivity Analysis Two heatmap tables. Table 1: NPV vs discount rate 
× revenue growth. Table 2: NPV vs CapEx × Year 1 
revenue. Base case is yellow; green = value 
creating, red = value destroying. 

 

Colour coding in the Excel model:  Blue text = user input (editable).  Black text = formula (do not 

overwrite).  Green text = cross-sheet link (do not overwrite).  Yellow fill = key assumption — review 

carefully before presenting. 

 

1.4  PowerPoint Slide Guide 

1  Cover  Project name, sponsor, date. Set the tone — keep it simple and factual. 

2  Executive Summary  Four KPI cards (NPV, IRR, Payback, CapEx) plus investment rationale and decision 

requested. This is the most-read slide. 

3  Strategic Context  Three columns: Strategic Fit, Market Opportunity, Do Nothing Risk. Answers 'why 

now?' 
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4  Problem & Opportunity  Left panel: current-state pain points. Right panel: future-state benefits. 

Forces clarity on the value creation logic. 

5  Proposed Solution  What is being purchased, scope in/out, and indicative timeline. 

6  Key Assumptions  Table of the eight most important assumptions. Colour-coded by sensitivity (High / 

Medium / Low). 

7  Financial Overview  KPI cards repeated plus an illustrative bar chart of annual FCF. Replace with actual 

numbers from Excel. 

8  Scenario Analysis  Downside / Base / Upside comparison. NPV, IRR, payback, 10-year FCF per scenario. 

9  Risk Assessment  Six-row risk register with category, likelihood, impact and mitigation action. 

10 Recommendation & Decision  Left panel: reasons to approve. Right panel: numbered action list for 

the meeting. 
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2.  How to Think About Investment 

Decisions 

 

A capital investment decision is one of the most consequential choices a business makes. Unlike 

operating expenses, capital investments lock up resources for years and are difficult to reverse. Getting 

the framework right — not just the numbers — is what separates disciplined finance functions from 

reactive ones. 

 

2.1  The Fundamental Question 

Every investment decision reduces to a single question: does this deployment of capital create more 

value than it costs? The answer requires you to estimate (a) the magnitude of future cash flows, (b) 

their timing, and (c) the risk embedded in those estimates. All three matter — a large but distant and 

uncertain cash flow is worth far less than a smaller, near-term, reliable one. 

The golden rule: an investment creates value if and only if its Net Present Value (NPV) is positive — 

meaning the present value of future free cash flows exceeds the capital invested. IRR and payback period 

are useful supporting metrics but NPV is the primary decision criterion. 

 

2.2  Key Financial Metrics Explained 

Net Present Value (NPV) 

NPV is the sum of all future free cash flows discounted back to today, minus the initial investment. A 

positive NPV means the investment generates more value than it costs, after accounting for the time 

value of money. NPV should be the primary metric — it is the only one that directly measures value 

creation in absolute terms. 

Practical note:  Positive NPV = value creating. The higher, the better. Always calculate NPV over the full 

useful life of the asset, not an arbitrary fixed period. 

Internal Rate of Return (IRR) 

IRR is the discount rate at which NPV equals zero — in other words, the effective annual return 

generated by the investment. It is easy to communicate to non-finance stakeholders ('this project 

returns 18% per year') but has limitations: it assumes reinvestment at the IRR rate (rarely realistic), and 

multiple IRRs can arise with non-conventional cash flow patterns. 

Practical note:  Compare IRR to your company's hurdle rate (minimum acceptable return). If IRR > 

hurdle rate, the investment clears the bar. Never use IRR as the sole criterion. 

Payback Period 

Payback measures how many years it takes for cumulative free cash flows to recover the initial 

investment. Simple payback ignores the time value of money; discounted payback corrects for this. 

Payback is useful for liquidity management and communicating risk to boards, but it ignores all value 

created after the payback date and therefore systematically undervalues long-lived investments. 
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Practical note:  Use payback as a risk indicator and communication tool, not as a primary decision 

criterion. A 3-year payback is not always better than a 7-year payback if the 7-year investment 

generates far more NPV. 

Discount Rate / WACC 

The discount rate reflects the opportunity cost of capital — what the company could earn on an 

equivalent-risk investment elsewhere. For most companies, this is the Weighted Average Cost of Capital 

(WACC), which blends the cost of equity and the after-tax cost of debt. The appropriate discount rate 

should be set by your finance function and reviewed annually. 

Practical note:  A higher discount rate penalises long-dated cash flows more severely. If your 

investment's benefits are back-loaded, small changes in the discount rate can have a large impact on 

NPV. The sensitivity table in the Excel model captures this. 

Scenario Analysis 

No forecast is certain. Scenario analysis forces you to articulate what assumptions would have to be 

true for the investment to succeed (base case), to significantly outperform (upside), and to fail or 

destroy value (downside). The downside scenario should represent a realistic adverse outcome, not a 

catastrophe — it is used to test the investment's resilience, not to scare the board. 

Practical note:  A well-constructed base case is not the optimistic case. It is the probability-weighted 

most-likely outcome. Many organisations suffer from systematic optimism bias — revenues are 

overstated, costs understated, and timelines compressed. Build in a contingency and stress-test your 

numbers. 

Sensitivity Analysis 

Sensitivity analysis varies one assumption at a time (or two simultaneously, as in the heatmap tables in 

this model) to identify which drivers most affect the outcome. The goal is not to find a combination of 

assumptions that makes the investment look good, but to understand which risks require active 

management. 

Practical note:  The two most sensitive drivers are almost always (1) the volume or revenue assumption 

and (2) the discount rate. These should be the focus of your scenario and sensitivity analysis. 

 

2.3  Strategic Considerations Beyond the Numbers 

Financial metrics are necessary but not sufficient. A disciplined investment process also evaluates: 

Strategic fit.  Does this investment support the company's stated strategy? An investment with a 

positive NPV but no strategic relevance may still be the wrong choice if it consumes capital that 

could accelerate core priorities. 

Opportunity cost.  What else could we do with this capital? Every investment decision is also a 

decision not to invest in something else. The relevant comparison is always relative, not absolute. 

Execution risk.  Can the organisation actually deliver this? A great financial case built on an 

organisation that lacks the capabilities to execute is not a great investment. 

Reversibility.  How easy is it to exit or scale back if assumptions prove wrong? Irreversible 

investments with high uncertainty deserve a higher risk premium. 

Timing.  Is now the right time? First-mover advantage matters in some markets; in others, waiting 

for the technology to mature or the market to develop is the value-maximising strategy. 
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Do-nothing baseline.  What happens if we do not invest? The relevant comparison is not zero — it is 

the most likely outcome without the investment. A deteriorating baseline strengthens the case; a 

stable baseline weakens it. 

 

2.4  Common Cognitive Biases to Guard Against 

Investment proposals are prepared by people who want the investment to be approved. This creates 

systematic bias. The following biases are the most common and the most damaging: 

—  Optimism bias — overestimating benefits and underestimating costs and timelines. Counteract with reference class forecasting: what did similar projects actually deliver? 

—  Sunk cost fallacy — continuing to invest in a failing project because of money already spent. Prior spending is irrelevant to whether future investment creates value. 

—  Anchoring — the first number presented becomes the reference point for all subsequent discussion. If the sponsor anchors high, the final approved figure will be higher than it should be. 

—  Confirmation bias — selectively presenting evidence that supports the case. A strong investment case acknowledges and addresses the strongest counterarguments. 

—  Planning fallacy — underestimating time and cost. Add a minimum 10–15% contingency to CapEx estimates and add buffer to timelines. 
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3.  Pre-Submission Checklist 

 

Complete this checklist before presenting the business case to any decision-making body. Each item 

represents a quality gate that has been validated against common failure modes in real investment 

decisions. 

 

3.1  Excel Model Quality 

☐  All blue-coloured input cells have been filled in with real data, not placeholder values. 

☐  No formula errors (#REF!, #DIV/0!, #VALUE!, #N/A) are visible in any cell. 

☐  Total CapEx on the Assumptions sheet matches supplier quotes plus a stated contingency 

percentage. 

☐  The depreciation method (straight-line) and useful life per asset are consistent with your 

company's accounting policy. 

☐  The discount rate (WACC) has been confirmed with your finance function — not estimated. 

☐  The corporate tax rate reflects your actual effective rate, not the statutory headline rate. 

☐  The revenue uplift assumption has been validated by someone outside the project team (sales, 

operations, or a customer). 

☐  Cost savings have been signed off by the function that will realise them. 

☐  The analysis period matches the useful economic life of the primary asset. 

☐  NPV is positive in the base case. If it is not, the case needs to be rethought, not repackaged. 

☐  IRR exceeds the company hurdle rate in the base case. 

☐  The downside scenario has been tested and the investment is still supportable (NPV may be 

negative in downside, but the loss should be manageable). 

☐  Cumulative FCF chart and annual FCF chart in the Charts tab update correctly. 

☐  The sensitivity tables have been reviewed — you understand which assumptions matter most. 

 

3.2  PowerPoint Quality 

☐  All placeholder text in square brackets [ ] has been replaced with real content. 

☐  KPI cards on slides 2 and 7 show the actual NPV, IRR, payback period, and total CapEx from the 

Excel model. 

☐  Scenario results on slide 8 match the scenario analysis in Excel. 

☐  The risk register on slide 9 reflects actual, project-specific risks — not generic boilerplate. 

☐  Slide 10 (Recommendation) has a clear ask: a specific amount, a decision date, and named 

approvers. 

☐  The deck has been reviewed by someone who was not involved in building it. 
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☐  All charts and tables are legible when printed in black and white. 

☐  Speaker notes have been prepared for at least the Executive Summary and Financial Overview 

slides. 

☐  The confidentiality classification on the cover slide is correct for your audience. 

 

3.3  Process & Governance 

☐  The investment has been classified correctly (CapEx vs opex, tangible vs intangible). 

☐  The approval authority has been identified — who has the mandate to approve this amount? 

☐  Any required pre-approvals (legal, IT, HR, regulatory) have been obtained or are in progress. 

☐  The investment is included (or has been flagged for inclusion) in the current-year capital budget. 

☐  A post-investment review date has been scheduled — minimum 12 months after go-live. 

☐  The project sponsor is a named individual at the appropriate seniority level. 

☐  An alternative to the proposed solution has been evaluated and documented (even briefly). 

☐  The total cost of ownership (TCO) has been estimated, not just the upfront CapEx. 

☐  Implementation dependencies (IT systems, headcount, other projects) have been identified. 

 

3.4  Stakeholder Readiness 

☐  The finance function has reviewed and approved the financial model and assumptions. 

☐  The relevant operational owners have been consulted and their input is reflected in the case. 

☐  The board or decision committee has been given the document at least 48 hours in advance. 

☐  Known objections have been anticipated and addressed in the presentation. 

☐  You can answer the question: 'What does this investment look like in the worst realistic case?' 

☐  You can answer the question: 'What happens if we do not approve this?' 
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4.  Recommendations & Best Practices 

 

The following recommendations are drawn from experience across multiple industries and 

organisations. They address the most common points of failure in investment decision processes and 

reflect the practices of leading finance functions. 

 

4.1  Build the Process, Not Just the Template 

A great template without a disciplined process produces mediocre decisions. The organisations that 

make the best investment decisions have a consistent, repeatable process with clear ownership at every 

stage. Consider establishing the following as standard practice: 

—  A standard approval threshold matrix — what amounts require which level of approval. 

—  A minimum quality bar for all submissions — cases below the bar are returned for revision, not approved at lower confidence. 

—  A pipeline review at least quarterly — so the organisation can prioritise capital across competing proposals. 

—  A post-investment review programme — without feedback loops, organisations never learn whether their forecasts were realistic. 

 

4.2  On Financial Modelling 

The Excel model in this toolkit is designed to be both rigorous and transparent. Maintain these 

standards as you adapt it: 

—  Never hardcode a calculated number — always use a formula. If a number comes from an external source, document the source in a comment cell. 

—  Use the colour-coding convention throughout: blue for inputs, black for formulas, green for cross-sheet links. This makes the model auditable. 

—  Keep the assumptions on one sheet. Spreading assumptions across multiple tabs makes the model hard to audit and easy to manipulate accidentally. 

—  Build one model per investment, not one mega-model. Shared models accumulate errors and become unmaintainable. 

—  Version control your models. Save a new version before making significant changes (e.g. Investment_Model_v1.0_2025-04-01.xlsx). 

—  Have a second person check the formulas. The person who built the model is the least likely to catch their own errors.  

 

4.3  On Presenting to Decision-Makers 

Boards and investment committees see many proposals. The ones that succeed are clear, honest, and 

concise. Apply these principles: 

—  Lead with the decision, not the analysis. State clearly on slide 1 or 2 what you are asking for and why it creates value. Do not make the committee dig for the recommendation. 

—  Acknowledge uncertainty explicitly. Decision-makers distrust cases that show only an optimistic scenario. Present the downside case and explain why it is manageable. 

—  Quantify the do-nothing baseline. 'If we do not invest, the current cost will grow by X per year' is far more compelling than 'this investment will save X'. 

—  Be prepared to be challenged on assumptions. The most common board question is 'how confident are you in the revenue assumption?' Have a clear, evidenced answer. 

—  Separate facts from estimates from judgements. Label your assumptions accordingly. Boards make better decisions when they know which numbers are hard facts and which are informed estimates. 

—  Do not over-engineer the presentation. A clear argument on 10 slides with honest numbers beats a 40-slide deck with excessive detail. Boards read the executive summary; include all the supporting detail in an appendix. 
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4.4  On Assumptions and Forecasting 

The quality of an investment decision is only as good as the quality of the assumptions underlying it. 

Professional finance functions approach forecasting with discipline: 

—  Use reference class forecasting where possible. Before building a bottom-up model, ask: what did similar investments in similar contexts actually deliver? Use that as an anchor. 

—  Distinguish between assumptions you can validate externally (market growth rates, FX rates, commodity prices) and those that require internal judgement. Be more conservative on the latter. 

—  Set explicit trigger points for the downside scenario. Rather than presenting the downside as a number, define: 'if revenue uplift in Year 1 is below X, we will re-evaluate the investment and consider exiting.' 

—  Inflate cost estimates, not revenue estimates. Projects routinely overrun on costs and underdeliver on revenues. Build in contingency on the cost side as standard practice. 

—  Review and update the model as the project progresses. An investment case approved on 12-month-old assumptions that have materially changed should be re-submitted for approval. 

 

4.5  On Governance and Controls 

Robust governance protects the organisation from value-destroying investments and from individual 

actors who may — consciously or unconsciously — present biased cases. 

—  Segregate the role of proposer and approver. The person who builds the case should not be the person who approves it. 

—  Require independent financial review for investments above a defined threshold. The finance function should review the model independently, not just sign off on the sponsor's numbers. 

—  Track actuals against the approved case. Twelve months after go-live, compare actual revenues, costs, and cash flows against the approved business case. Publish the results internally. This creates accountability and improves future forecasting. 

—  Publish a summary of approved and rejected investments annually. Transparency about what was approved and what was rejected — and why — raises the quality of future submissions. 

—  Do not approve investments in principle and then re-approve the same investment at higher cost. Scope creep and cost overruns should require re-submission, not informal escalation. 

 

4.6  Common Mistakes to Avoid 

Common mistake What to do instead 

Using payback as the primary decision criterion Use NPV as the primary criterion. Payback ignores 
value created after recovery — it systematically 
biases decisions toward short-term investments. 

Presenting only the base case Always present at least a downside scenario. 
Decision-makers need to understand the range of 
outcomes, not just the most likely one. 

Aggregating many small investments into one 
approval 

Approve investments individually. Bundling 
obscures the individual merits and makes post-
investment review impossible. 

Using the same discount rate for all investments Adjust the discount rate for project-specific risk. A 
highly uncertain new market entry deserves a 
higher rate than a well-understood cost-saving 
initiative. 

Treating CapEx and opex separately Model the total cost of ownership. A low-CapEx 
option with high ongoing maintenance costs may 
be more expensive in NPV terms than a high-
CapEx option. 

Approving the case but not the funding Ensure capital is budgeted and ring-fenced at the 
point of approval. Approved-but-unfunded 
projects consume management time without 
delivering value. 
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No post-investment review Schedule a formal review 12 months after go-live. 
Compare actuals to the approved case. Present 
the findings to the approving body. 

 

 

Final thought: a strong investment case is not a sales document — it is an honest analysis. The best 

business cases are the ones that acknowledge uncertainty, present realistic downside scenarios, and give 

decision-makers everything they need to make a well-informed choice. Trust is built by presenting 

difficult truths, not by hiding them. 

 

 

Investment Decision / Business Case Template  ·  Version 1.0  ·  This template is provided for informational purposes 

only. See disclaimer on page 1. 
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