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Course overview 

The course is aimed at finance professionals working in private equity, valuations, 

FP&A, corporate development, M&A and corporate finance.  

The content is suitable for beginner to experienced Excel users who want to learn 

how to develop models using Best Practice Financial Modelling techniques 

 

Learning Outcomes 
 

➢ Learn how to build a forecasting model from scratch using Best Practice 

Financial Modelling techniques (including switches, flags, consistent styles and 

timelines) 

 

➢ Learn how to use a range of Excel formulas and functions (from moderate to 

advanced) which are commonly used in Best Practice Financial Modelling 

 

➢ Prepare a set of Integrated Financial Statements and learn how to debug 

errors 

 

➢ Perform a discounted cash flow valuation and calculate equity returns 

 

➢ Incorporate leverage into an acquisition model based on a maximum Net 

Debt / EBITDA ratio 

 

➢ Learn how to incorporate sensitivities and scenario analysis in a forecasting 

model 

 

➢ Learn useful shortcuts along the way and understand which Excel functions to 

use in different calculations 
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Course Modules 
 

➢ Module 1:  Introduction to Best Practice Financial Modelling 

 

➢ Module 2:  Develop the basic model structure 

 

➢ Module 3:  Prepare operational forecasts 

 

➢ Module 4:  Prepare integrated financial statements 

 

➢ Module 5:  Incorporate valuation and returns calculations 

 

➢ Module 6:  Model the impact of new debt on the acquisition 

 

➢ Module 7:  Incorporate sensitivities into the model 
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Course content 
 

Module 1 – Introduction to Best Practice Financial Modelling  

 

❖ Understand the principles of Best Practice Financial Modelling – learn how to construct 

models that are Transparent, Robust, Adjustable, Consistent, Efficient (TRACE) 

 

❖ Learn how to use the styles manager to ensure consistent formatting throughout a 

workbook 

 

❖ Walk through the key Excel functionality required to prepare financial models: 

 

➢ Understand which functions to use (EOMONTH, SUMIF, INDEX, MATCH, LOOKUP), 

which to avoid (VLOOKUP, INDIRECT) and which to use sparingly (OFFSET) 

 

➢ Discuss the other Excel functionality useful to the model developer (such as 

conditional formatting and data validation) and the purpose of using this. 

 

❖ Discuss the key items that impact file size and calculation speed…and understand how 

to avoid your workbook getting unwieldy and slow 

 

 

Module 2 – Develop the basic model structure 

 

❖ Discuss the design flow of a well-structured model - learn a logical approach for 

preparing sheets and calculations 

 

❖ Build a robust timeline which can be used throughout the model 

 

❖ Understand the importance of using binary flags as an aid to keep calculations simple 

and easy to follow 

 

❖ Construct the key flags and counters required in the model (such as actual & forecast 

flags, days in period, forecast period number) 
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Module 3 – Prepare operational forecasts  

 

❖ Understand the difference between forecasts based on historical results and driver-

based forecasts…and when each type is appropriate 

 

❖ Build the revenue forecast using historical results and forecast assumptions  

 

❖ Prepare the fixed and variable operating costs using historical results, growth and 

margin assumptions (incorporating both one-off and time-series inputs) 

 

❖ Learn how to model a new revenue stream / cost item using driver-based forecasting 

 

❖ Forecast distributions to equity holders based on the expected pay-out ratio 

 

 

Module 4 – Prepare Integrated Financial Statements  

 

❖ Discuss the difference between a cash flow statement and a cash flow waterfall 

 

❖ Use the actual historical financial statements and calculated forecasts to prepare 

integrated financial statements (Cash flow Waterfall, P&L and Balance Sheet)  

 

❖ Learn how to incorporate balance sheet checks which highlights integrity issues in the 

financial statements 

 

❖ Learn useful tips for debugging imbalances in the balance sheet  

 

 

 

Module 5 – Incorporate valuation and returns calculations 

 

❖ Discuss the commonly used valuation approaches in a corporate acquisition 

 

❖ Use the forecasts and terminal value assumptions to incorporate a discounted cash 

flow (DCF) valuation in the model 

 

❖ Include an IRR calculation which can be used in sensitivity analysis 
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Module 6 – Model the impact of new debt on the acquisition 

 

❖ Prepare the Sources and Uses of Cash summary and calculate the maximum gearing 

using a Net Debt / EBITDA calculation 

 

❖ Incorporate the debt drawdown at acquisition in the model and financial statements 

 

❖ Calculate the periodic interest and repayments using an annuity repayment 

calculation 

 

 

Module 7 – Incorporate sensitivities into the model 
 

❖ Learn a robust and transparent way of incorporating sensitivities of key assumptions in a 

model 

 

❖ Create a scenario table where outputs of sensitivity cases can be easily compared to 

the base case 

 

❖ Learn to use a data table in Excel to create a scenario table which can be easily 

refreshed 

 

❖ Discuss the limitations of data tables in Excel and alternative approaches that can be 

used 

 

 


