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A Study on the Development of the Cash-Flow Forecasting Model in Apartment Business Factoring
in Housing Payment Collection Pattern and Payment Condition for Construction Expences
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Abstract

Since the financial crisis broke out, liquidity has become the critical issue in housing construction industry.
In order to secure liquidity, it is prerequisite to precisely forecast cash flow. However, construction companies
have failed to come up with a systematic process to manage and forecast cash flow. Until now, companies have
solely relied on the prediction of profits and losses, which is carried out as they review business feasibility. To
obtain more accurate cash flow forecast model, practical pattern of payments should be taken into account.
In this theory, basic model that analyzes practical housing payment collection pattern resulting from prepayments
and arrears is described. This model is to complement conventional cash flow forecast scheme in the phase of
business feasibility review. Analysis result on final losses in cash that occur as a result of prepayment and
arrears is considered in this model. Additionally, in the estimation of construction cost in the phase of business
feasibility review, real construction prices instead of official prices are applied to enhance accuracy of cash outflow
forecast. The proportion of payment made by a bill and changes in payment date caused by rescheduling of a
bill are also factored in to estimate cash outflow. This model would contribute to achieving accurate cash flow
‘forecast that better reflect real situation and to enhancing efficiency in capital management by giving a clear
picture with regard to the demand and supply timing of capital.

Keywords: cash flow, excess and deficiency in cash, prepayment, arrear, bill
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