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 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:


Planning for Equipment

1. Give short answer the following Questions: (20)


i. What do you understand by equipment planning '?

Equipment Planning
Equipment Planning is a strategy that is taken to procure equipment to good use in an economical way before the construction project begins. This can include making detailed plans of the different levels of work needed to be done and the equipment needed to completed the set tasks. 
This involves planning out equipment needed to carry out activities to achieve set project objectives within the project schedule. Equipment planning must have an operational plan of activates as part of the overall plan, it should also highlight objectives as well as the procedures and methods required to meet these set targets, the plan must also show how the equipment will be used and specify how long each time-bound activity will take with set methods, this knowledge if often taken from experience and similar types of works that have been done before.

ii. What is the primary requirement of scheduling any project?

The Primary requirements of a project schedule is a report listing all the projects milestone, on the resources of the organisation on how it will perform the work in a given time. This will also reflect all other lines of work that will need to be carried out with delivering the project on time. Without a fully completed project schedule, the project management team will not be able to communicate the required work and effort of cost and resources to deliver the project across the finish line on time and within budget. 
Scheduling is not an exact process, and often needs to be very flexible as its part prediction part estimation and a large heap-full of educated guess work. Because of this the schedule is reviewed regularly and revised when needed and will progress in this manor until the project is completed.

· Project schedules can help in the following way:
· Provide a basis to monitor and control all project activities.
· Determine the best way to allocate resources to achieve the project completion.
· Assess how time delays will affect and impact the project.
· Show where excess resources will be available to allocate to other phases.
· Help track the project progress.

Project schedules can contain the following things:
· project's milestones
· deliverables
· activities 
· intended start and finish dates
· resource allocation
· budget
· Description of project scope
· task duration
· major assumptions
· dependencies 
· identified risks 
· company holidays and staff vacations
· key constraints
· scheduled events 
· restrictions
· work breakdown 
· Statement of work
· project calendars
· shifts

iii. What are the hire-purchase options available to a contractor?

Hire-Purchase Options:
There are several options available to the contractor when considering using or getting new equipment, the contractor can:
· Buy the equipment out-right.
· Rent the equipment with option to purchase the equipment after a set period.
· Lease the equipment from a company.

It is not normally economical to buy the plant out right for short term use, yet hiring equipment for the short term is the most viable and often cheaper than buying out right.

Plant Finance Options

There are many companies across the internet offer Hire Purchase & Finance Lease these agreements are payment terms, some companies offer up to 84 months for large machines.

Some lenders will ask for a minimum 10% deposit, yet this can be upwards of 40% for smaller and newer companies that don’t yet have a good credit score. 

Hire Purchase 

Hire purchase is often used by construction companies to purchase a wide range of large Plant and Machinery. This can sometimes offer a good solution for spreading the capital cost of new Plant and Machinery over a set period of time.

Period of Loan

The loan period is often determined by the type of Plant and Machinery that wants to be finance, once this is known a credit rating is done against your business. Depending on the rating will depend on how much you eligible for and how long you can spread the loan payment out for. This can range from two to seven years enabling cost to be spread out.

Fixed or Variable Interest Rates

The interest rate that will be paid in most cases will be fixed for the period of the loan.
However, for larger more expensive machinery a variable rate can be set. This interest is linked to the LIBOR or the Bank of England Base Rate.

VAT

For larger companies that are VAT Registered, any VAT that is paid on a Purchase agreement can be reclaimed in full providing is it for business use.

Finance Lease 

Finance lease is a good if need to acquire new Constructions Assets with very little or no cash outlay.
One of the main points of Financed Lease is that as the hirer you won’t pay VAT on the cost of the Plant at the start of the agreement, but you will need to pay the VAT on the rentals but this is recover in the normal way if you are VAT Registered.

Finance Lease V Hire Purchase

Finance Lease is 100% Tax deductible which makes this the most Tax efficient option.
Construction Companies can benefit from the Annual Investment Allowance which makes this popular, but not all new companies will necessarily benefit from this.
Also, Construction Machinery that is financed by using the finance lease, is shown as an asset on a company’s books and any unpaid rentals as a liability, this make construction lease rentals divided into either finance and capital elements which can be charged to the accounts accordingly.

iv. Why is a proper plant layout important?

During the pre-construction phase the Project Team will need to set the Site Layout, this will involve where site offices, welfare, toilets and storage will go. One of the main items that will also need to be looked into will be the Plant Layout in a drawing format but can also be done in a model for larger projects, this is so Site Management will be able to teach large numbers of Staff the role and layout of the Site and all its activities.

Good principles of a plant layout are – 
· A good plant will integrate its Plant, Workmen, Equipment and Machines in the best possible way.
· A good plant layout will use very little or minimum possible of Plant movement of the materials during construction operations.
· A good Plant layout will make the effective and proper use of the construction area that is available for use.
· A good plant layout will minimise the need to double handle items
· A good plant layout will provide good site security
· A good plant layout will provide maximum visibility for all plant and segregated pedestrian walkways away from dangerous plant.


Other items that this can be covered in a plant layout is as follows:
· Plant fuelling stations
· Wash down areas
· Plant parking
· How Plant will pick items up from storage areas and drop them off around the site 
· What types of plant and how many will be onsite
· The ground conditions
· Who will be in control of the plant
· Waste areas
· Turning points
· Assembly Point
· Material Storage

v. What are the disadvantages of purchasing equipment as compared to renting it?

There are many Pros & Cons with buying and renting Construction equipment, both are often equally as good as the other depending on the circumstances, the only way to find out is to evaluate the business needs and the Construction Project ahead to find out what is the most suitable for the situation. Initial costs are always going to be the biggest factor in this process, but it isn’t the only thing that will need to be considered.


Disadvantages of Owning Plant
There are many disadvantages to owning plant here are some examples against renting it.
Owning Plant:
Compared to -
Renting Plant:

· Long Term Loan Costs
Often Plant can cost into the hundreds of thousands to buy outright, often businesses will go to banks and get loans, this will then need to be paid back plus the interest.

There are no long-term loan payment options with interest with renting, but you will need to paying more renting the Plant over long periods which can be financially unproductive.
· Financial Situation
It might not be financially viable to buy plant, for a weeks’ worth of work.

Renting Plant for short periods of work is often very cost effective.
· Maintenance Costs
Owning plant requires daily maintenance checks, which can make it costly to maintain.

This is the same as owning you own plant, daily maintenance must be done either way.
· Repair Costs
When things go wrong, a callout engineer will be needed to come find out what is wrong, this will have financial implications. 

The hire company will cover all repair costs if the Plant breaks down, if the Plant cannot be repaired they will normally replace the plant for a working one, free of charge.
· Replacement Part Costs
When you have found out what is wrong with the Plant, you might need to buy replacement parts, and depending on what breaks will depend on how much this can set you back.

Hire companies will cover the cost of replacement parts if the Plant breaks down. 
· Left with Expensive Plant Items After Contracts
The contract might require you to have certain size buckets and breaking attachments which will need to be bought. Once the contract is over you will then be left with equipment that could be left lying around idle.

Hire Companies set a fix rate for hiring extras, this is also collected from your site once it has been off hired. 
· Tax
All road worthy Plant will need Tax which can further add costs.

Road Tax is covered within the hire price.
· Plant Operator Needed and Banksman
The constant need to supply continuous work if not your plant will not be making money and will be idle.

This is the same as above, you still need to hire your own driver and banksman but you will only need to hire someone when you have the work.
· Costs of Fuel, Oils and Lubricants
Maintenance and running costs will be dependent on the engine size and plant usage, this will determine the amount that will be needed.  

This is the same as above.
· Plant Storage
When the Plant isn’t out working, the Plant will need to be stored somewhere safe and secure, again this can have added costs.

Hire Companies will deal with this.
· Insurance
All vehicles need insurance to protect them again theft and damage etc. 

Hire companies will supply this within the hire price.
· Huge Capital Needed to Buy Outright
Often Plant can cost into the hundreds of thousands, which it not something every business will have laying around.

Hire companies deals with this, you only pay for hired time you use the plant.
· Plant Servicing
Every few months the Plant will need to be Serviced to make sure everything is in working order.

The hire sorts this out.
· Transport Costs
Moving Plant around from one site to another can be costly.

Hire Companies will deliver Plant to site and sort out collection when off hired.
· Continuous Work 
Continues work will be needed if not the plant will be left idle. 

Once the Plant if off hired, the hire company will hire this out to someone else. 

2. What factors affect the cost of the owning and operating construction equipment? (5)

· Continuous Work
The need for continuous work if not the plant will stop earning the company money.
· Plant Servicing
A full-time Plant Mechanic will sometimes need to be employed. daily, weekly and monthly servicing will need to be carried out. 
· Insurance
Plant insurance will need to be purchased, as well as other liability insurances.
· Plant Storage
Land on which to store Plant when not in use will need to be purchased. The land may need a workshop to maintenance and repairs can be carried out.
· Costs of Fuel, Oils and Lubricants
Fuel storage, Oils and Lubricants will constantly be needed to keep the Plant in good working conditions.
· Plant Operator Needed and Banksman
A full-time operator and Banksman will need to be employed.
· Road Tax
This will need to paid yearly.
· Plant Sundries & Consumables
Plant tire costs and other items that are beyond the normal ‘wear and tear’ usage.
· Maintenance and Repair Costs
This can include broken parts & Labor to fix.
· Plant Logistics
Moving the plant to different sites can be costly.


3. Discuss the conditions under which the equipment should be taken on rent under a lease agreement? (5)

Lease Agreement for Plant and Machinery:  

LEASE: This sections will describe the who is hiring from who, and will also describe what is being hired and will be subject to the terms and conditions of the Lease Agreement 
PERIOD: This section of the Lease Agreement will describe the how long the Plant will be hired for Start Date and Finish Date from the date of payment. This also describes that the date can be extended for such period and on such terms and conditions as may be agreed upon by and between the parties. 
RENTAL: This sections will describe how the payments will be made in consideration of the above, at the rate specified in the Schedule for the period of the Lease. It will also have the date on which the payments must be made on (1st day of the month), and any late payment charges (2%) per month of each instalment of lease. 
WARRANTIES: This section will describe any warranties that may or may not come with the lease (The Lessor shall not be responsible for any repairs, service or defects). 
INDEMNITY: This sections will describe the that the Lessee will agree to comply with all laws, regulations and orders relating to the possession, operation, and use of the Plant and will assume all risks and liabilities arising from or pertaining to the possession, operation or use of the Plant. 
USE: This describes that the Lessee will use all Plant in accordance with manufacturers' manuals or instructions.
REPAIRS, LOSS AND DAMAGE: During the term of the Lease the Lessee will at his cost and expenses will keep all Plant & Equipment in good condition & working order. In any event, any item of Equipment is lost, stolen or destroyed or damaged beyond repair for any reason, The Lessee shall promptly pay the Lessor the full costs of the Plant.
INSURANCE: The Lessee shall obtain for the entire term of the Agreement at its his expense, comprehensive insurance against loss or destruction or damage to the Plant Equipment. 
EVENT OF DEFAULT: This section will cover the event of default and the Lessor fails to pay any instalment of the lease.  
REMEDIES OF DEFAULT: This section cover what will happen in the event of default, and what will happen to all Plant Equipment.
NOTICES: Any notices needed will be given here, and any changes will be given in writing.
ARBITRATION: All disputes and differences or claims and question that will be brought up must be done as set in the section. 
PARTIES TO SIGN CONTRACT
This is where all parties and witnesses will sign once everyone is in agreement.
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