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Case study: SolaRise
•

•

•

•

We use the fictional example of a social enterprise called SolaRise
to illustrate how to raise investment. SolaRise is a business selling
‘Solar Kits’ in rural villages that are not connected to an electric power
grid.
The Solar Kit comprises a solar panel that can be installed on the roof
of a rural house, connected to a battery as well as a set of solar
lights. The panel and battery store enough energy during the day to be
able to run up to 6 high quality LED lights, as well as charging
devices such as a mobile phone or a fan.
The SolaRise Solar Kit has tremendous social impact in terms of
saving costs for rural households without access to grid electricity, as
well as providing better lighting and useful Services such as mobile
phone charging.
Once installed, a rural household no longer needs to spend money on
expensive and polluting fuels such as kerosene for lighting, nor
buying disposable batteries.
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Using this example financial model
•

The Model has been specially designed for example and is deliberately kept as simple as possible.

•

This demonstration Model has been simplified, in particular, in two respects:

o Annual vs. monthly forecasting: The SolaRise Financial Model provides annual cash flow
forecasts for the business for the next seven years (since investors typically expect to exit
within seven years or less). A more advanced model would provide forecasts on a monthly
basis, but this would require a much greater degree of complexity that isn’t needed for this
example. For many ventures, having a set of annual projections is sufficient. A monthly model is
however very useful to help you prepare and track monthly budgets.
o Equity Finance only: This basic model assumes that any funding need is solely met through
funding from shareholders (i.e. equity). It does not show how financing could be done via debt.
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A step-by-step tour of the model
• The model has 10 sheets:
1. Summary
2. Impact
3. P&L – Profit and loss
4. Cashflow – Cash flow statement
5. BS – Balance Sheet
6. Funds – Use of funds
7. Products – Cost Of Good Sold
8. Costs – Expenses
9. CALC – Calculation sheet
10.Disclaimer – Legal disclaimer
A quick note about inputs and outputs: any figures that have a yellow background are inputs and
can be changed. Any figures without a yellow background are outputs and should not be touched.
Please only type text or numbers in the yellow cells.
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How to set-up inputs in the Financial model
1.
2.
3.
4.
5.
6.
7.

Enter the costs for each product
Enter Salaries
Enter Central Overhead costs
Enter Capital Expenditure (‘Capex’)
Enter the Price and Unit Sales Forecast for
Each Product
Enter Grants and Donations
Enter Tax & Other General Assumptions
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Step 1: Enter the costs for each product
•
•

•

•

•

SolaRise work out that each Kit costs them
$100 each.
Solar Panels and lights are produced in China,
where they cost $40 for each unit. They are then
shipped in bulk to the country where they will be
sold, and shipping on average costs $10 per kit.
There is also an import tax of $10 per kit.
Finally, an engineer and other staff (e.g. sales
consultants) cost on average $40 per kit to
assemble the Kit and install in a local
household.
SolaRise must wait 60 days before it receives
the cash from the shopkeeper
SolaRise can wait 30 days before paying its
Solar Panel manufacturer, but a full 90 days
before paying import tax.
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Step 2: Enter Salaries
• SolaRise has a CEO who is paid $70k/year, a CFO paid $60k/year, COO $60k/year, CTO $60k/year. All program and regional managers cost $100k as well
as all other staff the first year, $150k in year 2, $200k in year 3, $200k year 4 to 7 for
managers, $250k year 4 to 7 for all other staff
• Let’s assume that salaries do not grow YoY for C-level executives

8

Step 3: Enter Central Overhead costs
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Step 4: Enter Capital Expenditure (CAPEX)
•
•

Solarise wants to buy a warehouse for $150k in 2018 and might spend $20k in refurbishment in 2023.
Other capex items include:

○ patent for its solar kit ($20k) in 2018

○ IT investments worth $50k in 2018
○ Other IT investments worth $5k in 2021 and 2024
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Step 5: Enter the price and unit sales forecasts for each product

•

•

SolaRise team estimate that a SolaRise Kit could retail for somewhere between $150 – 240. They know
that it must be priced higher than $100 (the cost of producing one Kit) but cannot be higher than $240
(the typical annual expenditure of a household on competing products such as kerosene candles). They
therefore select a price of $180 as an initial guess. Note that any price entered here should be
excluding Value Added Tax (‘VAT’). This is because any VAT receipts must be paid to the government,
and so do not stay with SolaRise.
SolaRise estimate that they might be able to sell 3,000 Solar Kits in their first year of operation, based
on their market study. Their sales strategy relies on securing distribution through key retail outlets
serving specific villages. If this rollout strategy is successful in the first year, they estimate they could
sell 6,000 the following year, and 10,000 the year after. The units will then grow to 15k, 21k, 28k and
35k each year.
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Step 6: Enter Grants/Donations
• SolaRise team succeed in raising two grants in their first year. The first grant is for $60,000

•

from the Solar For All Foundation, a grant-maker interested in supporting the adoption of solar
technology in emerging markets. This grant is a ‘restricted’ grant whose specific purpose is to
sponsor the delivery of 1,000 Solar Kits to rural households in Uganda.
The second grant comes from a wealthy private philanthropist, Dr Michael Singh, a friend of
the founder. Dr Singh gives a $40,000 grant directly to SolaRise, but does not require a
specific use for the grant other than to support the buildout of the project. The grant is therefore
‘unrestricted’ in its use and can be used by the SolaRise team for general purposes, including
salaries and overhead.

12

Step 7: Enter Tax & Other General Assumptions
• This Model assumes that all fixed assets owned by SolaRise decline in value at
the same annual percentage rate each year, which in this case is 20% per
annum. This is known as the ‘reducing balance’ method of accounting for
depreciation.
• the relevant corporate tax rate is 25%
• No tax losses carried forward.
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Step 8: Review Outputs
Financial statements – P&L
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Step 8: Review Outputs
Financial statements – BS
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Step 8: Review Outputs
Financial statements – CF
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Step 8: Review Outputs
Financial results
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Step 8: Review Outputs
Sources and uses of funds
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Step 8: Final checks and risk considerations
Investors will wish to see the following in a financially viable case:
• A strong positive financial return (ideally 12% or higher)
• A strong positive net profit margin within 7 years
• Achieving break-even (i.e. positive net operating profit) within 4 years or less
• Full repayment with interest within 7 years (if loan)
If you enter a case and don’t see a robust set of financial and social impact results as per above,
you may need to adjust your price, cost and/or growth assumptions accordingly (within reason) until
you have a viable case.
If you cannot achieve a viable case under any reasonable set of assumptions, then you know that your
business will depend at least in part on subsidy to be viable.
Therefore it is critical that you:
1. Refining and testing assumptions
2. Creating different scenarios
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Now it’s time for you to create your own
model with financial forecasts!

THANK YOU!
Q&A
Get in touch!
Get the most out of this webinar
DM me on LinkedIn adramendione/ or twitter @AdrameNd
adrame.ndione@vertiscapital.net

