EXERCISE 2
We would like to know if we are able to tender for a project of a school construction. We have already calculated our estimated costs. The information that we have is as follows:

Estimated cost of works: £1.2 million
Duration: 12 months
Expected profit: 8%
Retention: 5%
Payments: 1 month after valuation
Interest for credit: 7% (locked-up capital completely supplied by the bank) 

Month
Cost
1
£20,000
2
£50,000
3
£100,000
4
£130,000
5
£150,000
6
£180,000
7
£140,000
8
£130,000
9
£120,000
10
£100,000
11
£50,000
12
£30,000

We would like to know if this project will be profitable or not. Analyse it and explain your conclusions with a cashflow diagram.
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