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Useful for:

- Negotiating banking facilities

- Anticipating cash shortages

- Aid the financial control of contracts

- Avoid “overtrading”

It is not sure exactly
It needs to be updated

Cash flows between receiving payment and paying creditors 
can mean the difference between insolvency and survival
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Cash out Cash in

Cash out
Cost of works

• Materials
• Salaries
• Equipment

Cash in
Payments 

• Cost of works
• Profit (8%-10%)
• Retention (3%-5%)
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EXAMPLE. Expected cash in and out in a six-month period.
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APPROXIMATION TO CASH FLOW FORECAST FOR ONE PROJECT

3 Different techniques:

- The S curve

- Cumulative percentage value

- Using the bar chart programme
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The S Curve

1/4 value expended in first 1/3 of project period
1/2 value expended in middle 1/3
1/4 value expended in final 1/3
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The S Curve
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Cumulative percentage value

Analysis of similar projects
Forecast with cumulative percentage value per month
Production of a reasonable S-curve approximation

EXAMPLE
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The bar chart programme



CASH FLOW FORECAST

11

EXAMPLE 
(Excel)

Study of locked-up capital

3.1 Cashflow forecast. Linked to pwp.xlsx
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Cash-flow diagram

3.1 Cashflow forecast. Linked to pwp.xlsx
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SIMPLE INTEREST

𝑇𝑂𝑇𝐴𝐿 𝐼𝑁𝑇𝐸𝑅𝐸𝑆𝑇 = ෍

𝐼=0

𝐼=𝑛

𝑥𝑖 ×
𝐼𝑁𝑇

12

xi = locked-up capital every month

i = number of months with locked-up capital

INT = annual interest
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CUMULATIVE INTEREST

xi = locked-up capital every month

i = number of months with locked-up capital

INT = annual interest

𝑇𝑂𝑇𝐴𝐿 𝐼𝑁𝑇𝐸𝑅𝐸𝑆𝑇 =
σ𝑖=0
𝑖=𝑛 𝑥𝑖
𝑛

1 +
𝐼𝑁𝑇

12

𝑛

− 1
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EXERCISE

The construction of a commercial centre has the following 
economic conditions:

Estimated cost of works: £10 million
Duration: 12 months
Profit: 10%
Retention: 5%
Payments: 1 month after valuation

Make an approach to the cash-flow forecast using the S-curve 
technique, draw a cash-flow diagram and study the locked-up 
capital.

What happens if the contractor can´t afford this capital and has to 
borrow it at 7% rate?


