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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. 
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Question 1

I. Equipment planning refers to the steps taken to procure equipment to perform a specific task and any strategy of implementation which will put the equipment to good use in an economical way once the project starts. This includes making detailed plans of different work cycles ahead of time and then selecting equipment accordingly. It’s imperative to design an operational plan of activities and then to highlight the objectives so that equipment can be placed and arranged accordingly as well as the procedures and methods to meet these objectives. 
II. The primary requirement is to design an operational plan of activities to meet the project objectives and then selecting the equipment to be used according to the activities set out in the operational plan. 
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III. The contractor has the option to;
· Purchase
· rent with the option to buy
· Lease the equipment. 
It’s usually more economical to purchase equipment for long term use and to rent for short term use. A cost analysis will need to be carried out as to which approach to choose.
IV. Plant/Equipment layout is important as it will have a direct impact on the success and time scale of the operation. An excellent layout will reduce the time it takes to transport materials form storage area to project area. The layout should be designed to be functional with the right equipment placed in the correct arrangement to reduce time and increase productivity. The layout should regulate and systematize itself. It’s imperative to build a small scale model of the layout to check the validity of the actual layout and equipments. With a proper layout costly mistakes can be avoided altogether. 
V. Disadvantages of purchasing equipment is that it is more expensive, cost of purchasing could be used for other investments, equipment may become obsolete with time as newer models arrive, specialized equipment may close the door on other profitable opportunities which would require the use of different equipment and the temptation to use the equipment beyond its expected lifetime will result in lower productivity. 

Question 2

Factors such as; 
· cost of equipment
· condition of operating equipment
· duration of use per annum (total running hours)
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· Age of equipment
· maintenance and repair conditions
· The demand for the equipment on the used equipment market should help determine the cost of owning and operating the equipment. To estimate the cost of owning and operating the equipment the buyer should calculate cost associated with the following; 
· capital investment and depreciation
· repairs and maintenance
· fuel
· cost of lubricant

Question 3

The agreement usually requires a 10-15% down payment of the cost of the equipment. The remainder will be paid via monthly installments.
This arrangement usually results in the issuance of a note and conditional sale contract showing records of credit, debt and monthly payments of the principal and the interest rate to be made
The supplier retains owner ship of the equipment until the final payment.
This type of arrangement the interest rate is usually high and this arrangement should be avoided due to double interest rate charge. A buyer with a good credit rating may negotiate for interest payments to be made on declining balance and not the full cost of equipment. 
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