EXERCISE 4

We want to participate in a bid for the construction of a new Technium building for the University
in the SA1 Waterfront development. The initial cost we estimated is 20 million pounds, to be
developed in 12 months.

Using the cumulative percentage value technique to distribute the cost along time, and
considering 10% profit and 5% retention (payments will be one month after valuation), calculate
the cashflow forecast and the maximum locked-up capital we can have.

We want to ask for a loan for this money. The minimum rate offered is 12%. Do you think this
operation is profitable for us?



