
PROJECT 
CASH FLOW

Objective

• Perform cash flow analysis without and 
with advance payment. 



Agenda

• Cash Flow

• Cash Flow Projection

• Cash Flow to the Contractor

• Overdraft Requirements

Cash Flow

According to Wikipedia, the free 
encyclopedia:

“It is an accounting term that refers to the 
amounts of cash being received and spent
by a business during a defined period of 
time, sometimes tied to a specific project.”



Cash Flow (Cont’d)

• Contractor incurs cost before receiving 
monthly payments from Owner.

• The difference between income & expense 
is financed

• Advanced payments reduce financing cost
• Projects create a “Financing Envelope”

that limits the contractor’s ability to bid.

Cash Flow Projection

• The projection of income and 
expense during the life of a project 
can be developed from several time-
scheduling aids used by the 
contractor.

• Example: See Figure 9.1
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Cash Flow to the Contractor

• The flow of money from the owner to 
the contractor is in the form of progress 
payments.

• Because of the delay in payment of 
billings by the owner and the Retainage 
withheld, the revenue profile lags 
behind the expense S-curve 
(Overdraft).

• See Figure 9.2. 



Expenses and Income Profiles

• Contractors offset the overdraft 
borrowing requirement by requesting 
front or mobilization money (Advance 
Payment) from the owner. 

• This shifts the position of the income 
profile so that no overdraft occurs.

• See Figure 9.3. 

Cash Flow to the Contractor 
(Cont’d)



Influence of front, or mobilization payment on 
expense and income profile

Overdraft Requirements

• In order to know how much credit 
must be made available at the 
bank, the contractor needs to 
know what the maximum 
overdraft will be during the life of 
the project. 

• See Table 9.1 & Figure 9.4



Overdraft Calculation

1. Calculate total price of work 
performed at end of each billing 
period.

2. Calculate total amount billed at end 
of each billing period.

3. Calculate amount of payment 
received.

4. Calculate Overdraft at end of month.
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Month

Overdraft At end of month 2 = 30,300+70,000=100,300

Overdraft At end of month 3 = 101,303+80,000-33,750=147,553

Overdraft At end of month 4 = 149,029+20,000-78,750=90,279

Overdraft At end of month 5 = 91,181+0-100,000= -8,819
Overdraft At end of month 6 = -8,819 +0-37,500= -46,319



Cash Flow
No Advance Payment

ROR Calculation
No Advance Payment



In case if there is an 
Advance Payment of 20,000

See Table 9-3
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Month

Overdraft At end of month 2 = 30,300+70,000-20,000=80,300

Overdraft At end of month 3 = 81,103+80,000-33,750=127,353

Overdraft At end of month 4 = 128,627+20,000-78,750=69,877

Overdraft At end of month 5 = 70,576+0-100,000= -29,424
Overdraft At end of month 6 = -29,424 +0-17,500= -46,924



Cash Flow
With Advance Payment

ROR Calculation
With Advance Payment



Objectives

• Perform cash flow analysis without and 
with advance payment. 

Questions


