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Marking Criteria:
 We expect the learners to write minimum one well expressed point in three lines against each allocated mark. This means one needs to write 15 lines with 5 well expressed points to get high grades for a 5 marks question.
For high grades use examples and illustrations where appropriate. 
	Please insert your completed assignment (in word format) here: 

i. Construction equipment planning plays crucial role for the success of construction projects. Equipment planning aims at:

· identifying construction equipment for executing project tasks.
· assessing equipment performance capability.
· forecasting date wise requirement of number and type of equipment.
· and participating in the selection of equipment to be acquired. 

Furthermore, Equipment Planning refers to the steps that are taken to procure or lease equipment’s and any strategy of implementation, which will put the equipment to good use in an economical way when the project takes off.  
The first step is to list all activities which need to be executed during the project lifespan, the next step requires to specify the equipment to be used to carry out the activities. 
Equipment planning includes detailed plans of different work cycles ahead of time and then getting the right equipment to carry activities in order to meet project objectives. To derive full benefits from the equipment, there should be proper selection and good planning of its operations.

ii. The primary requirement of scheduling any project is to design an operational plan of activities as part of the overall project plan. This project plans should highlight:
· the objectives which need to be satisfied. 
· the procedures and methods required to meet these objectives.

The project schedule provides a graphic representation of predicted tasks, milestones, dependencies, resources requirements, task duration and deadlines.

iii. The hire-purchase options available to a contractor can be summarized as follows:

· Purchase, this option is economical if the equipment is meant for long term use.
· Rent (suitable for short term use) with option to purchase the equipment.
· Leasing the equipment

In addition to help in making the right decision with regards to which approach to choose, cost analysis should be carried out.

iv. A proper plant layout is important because it helps to reduce the time it takes to transport materials from storage area to the project area when the area is properly arranged. In addition, it helps in the arrangement of machines, equipment, storage and administrative building in order to achieve greatest co-ordination and efficiency of labour, materials, machines and methods in a plant.
v. There are several disadvantages of purchasing equipment as compared to renting it as follows:
· The full cost of the equipment is usually paid up front which can affect the cash flow.
· Lack of good product knowledge and experience could lead to making an unwise choice and may end up buying equipment that is not needed.
· The cost of the equipment cannot easily be spread to coincide with money coming into the business.
· The entire responsibility for the maintenance and repair of the equipment, which can be a risk if the equipment breaks down or needs replacing.
· The value of the equipment may depreciate over time and be worth less than you paid for it. 
· It is more expensive when the equipment is purchased for a short term usage.
· There are opportunity costs of using personal finance to purchase equipment. It could be used for other investments.
· Equipment may become obsolete with time as newer ones arrive on the scene.
· Purchasing specialize equipment may close the door to other profitable opportunities somewhere else which would require the use of different equipment.
· There is temptation to use the equipment beyond its expected lifetime resulting in lower productivity.

Furthermore, purchasing equipment may at first seem like the best option, but it is always a good idea to think about whether this makes best use of the working capital. It may be more cost-effective to rent for short term use only, though the cost of renting might be very high sometimes.




2.
The factors which affect the cost of owning and operating construction equipment are as follows:

· cost of equipment, 
· conditions of operating equipment, 
· duration of use per year (i.e., the total amount of hours used), 
· age of equipment, 
· maintenance and repair conditions, 
· the demand for the equipment on the used equipment market.

3. 
The Leasing of an equipment may be better than buying it for many reasons. A lease can provide lower monthly payments, a fixed financing rate, certain tax advantages and conservation of working capital. On the other hand, long-term leasing may be more expensive than buying the equipment outright. A lease agreement is a contractual agreement under which the lessor gives up possession of the equipment to the lessee in return for payment. 
The lessor and lessee agree on the list of equipment to be rented, the general terms and conditions. This terms and conditions contains the following; the rental rate, payment plan, rental period, maintenance and repairs, operations detail, risk of loss, indemnity, and financial agreement details. The mentioned terms and conditions are governed by statutes and common law. 
Equipment leasing may be an excellent way to update the business without significant upfront costs. 

An equipment lease is an agreement in which one party (the “lessor”) gives the other party (the “lessee”) the right to have and use (but not own) the lessor’s equipment for a certain period of time. In exchange, the lessee will make payments to the lessor and be responsible for maintaining and paying taxes on the equipment during the lease period. At the end of that period, depending on the lease agreement, the lessee may be given the option to buy the equipment that it has been leasing. 
In other cases, the lessee may be given the option to renew the lease for another term. Equipment leasing companies (lessor) buy equipment and rent them out to customers. The Rental obligation and the Payment period should appear clearly in the lease agreement. The clause should specify when the first rental is due and what triggers the payment. The due dates for rental payments should be stated. For example, if the due date is not a business day there should be a provision specifying an alternative date, it could be the next following business day or the preceding business day as agreed.

Furthermore, the condition on the Rental period should cover the time consumed in transporting the equipment, including the date of legal delivery for transit to Lessee and upon return of the equipment. The date of legal delivery shall include the date upon which transit to Lessee begins and the date upon which transit from Lessee ends at Lessor’s unloading point. As the rental charges is concerned, the lessee shall pay rental for the entire Rental Period on each equipment listed at the rate stipulated on the agreement document. 
Also, one of the important condition to fulfil in the lease agreement is the payment terms which should be clearly stated. For example, the rent for the equipment is payable in advance on the first day of each month and if the lessor fails to pay, an interest rate shall be applied. Regarding the responsibility for Care, Use, and Maintenance of Equipment, the following conditions maybe discussed and agreed. The Lessee must keep the Equipment in good condition, and make any repairs and replacements at its own expense. He Should also make sure the equipment is used only by competent employees, the Equipment should be use carefully and properly.
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In addition, the equipment must be kept at the agreed location, and not removed without the Lessor’s consent. This location will usually be the Lessee’s place of business, but both Parties can agree on another place if required. The lessee should inform the lessor about any loss, theft, or destruction of the Equipment and the equipment cannot be re-assigned or transferred without the prior knowledge of the lessor. More condition such as liability for loss and damage, indemnity, return of Equipment could be included as well in the general terms and conditions. 
Renting is usually ideal when the equipment is for short term use only. But the cost of rent can be quite high, as well. An optional provision can be given to the Lessee with the option to buy the Equipment within new terms and condition for the buy option.
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