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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. 
	Unit 6 – Planning for Equipment

1i 

Equipment planning is a stage within the planning process of a construction project in which equipment is determined and procured in order to execute the desired project tasks in the best and most efficient way. An equipment planner will be responsible for deciding what equipment is best suited to these required tasks. With access to the open market of construction equipment from numerous suppliers, the best equipment is then available and considerable within the planning stage. A planner is able to compare similar equipment in order to determine what is best suited for the project. This process considers various factors such as function, purpose, production rate, productivity, specification, supplier support and cost. Once a decision has been reached on what equipment will be used, a plan is created to schedule and forecast work cycles of the equipment. 

ii 

The primary requirement for scheduling a project is to design an operational plan of activities, this becomes part of the overall project plan. The operational plan highlights objectives that need to be reached as well as displaying the methods and procedures required to complete said objectives. The plan then goes on to specify the equipment and its sequential usage. This is then broken down further in to quantities and production rates. This primary requirement and plan can then be implemented in to the entire project plan working in accordance with wider construction plans and work programmes. 

iii 

A contractor has three hire purchase options available when acquiring equipment for a project. 

The first option is to purchase the equipment from the supplier. This is normally a method use for buying smaller items and tools that cannot be hired from the supplier. The purchase option is also used for equipment that will be used for long periods and taken on to future projects. This can be more cost effective than hiring items per project as a company may wish to own a set amount of equipment. 

The second option is to rent equipment with the option of purchase. This allows a contractor to instantly obtain equipment on a hire basis that is far cheaper than purchase. However after a certain period of time it may become more cost effective to buy the piece of equipment, this is also known as converting to sale. A contractor may decide that he requires the equipment for longer than initially thought and therefore it is more financially viable to purchase the item. In some cases a supplier will notify the contractor that the item has been rented for a period of time long enough that the cost of the item has been covered in rent and may suggest keeping the item as a convert to sale. Rent with the option of purchase is also relative to missing equipment. Most suppliers will convert the item to sale if informed it has been lost in order to cover the equipments cost. Missing items is a common problem on large construction sites.   

The third option is for a contractor to lease equipment. This is a process in which a piece of equipment is obtained via a set cost plan over a set period of time. Once this period of time is up the contractor is presented with various options in regards to the equipment. The contractor may wish to return the item, obtain a new piece of equipment on lease or purchase the existing piece of equipment. This is all organised by the supplier/lease company and used by the contractor as a cost effective option to obtain equipment without having to purchase it in full. Larger items of equipment with higher value are usually leased in order to off set the high cost. 

iv

Proper and sufficient plant layout is important within a construction project in order for the project to function in the most effective way possible. Planning a layout for the plant ensures there is sufficient space and area for the plant to be stored and used. The plant layout ensures all plant is stored together and is easily accessible requiring minimal time consumption in regards to moving it. 

This process is important for all projects however it is vital on large and complex projects and if incorrectly planned can cause major logistical issues in regards to plant use and function. Incorrect plant layout plans may negatively restrict the use and movement of the plant becoming very problematic within a project. 

V

Although purchasing equipment over renting can have advantages, it also bears disadvantage too. Purchasing equipment means the contractor has to outlay a larger sum of money in a one off payment as apposed to a lower monthly rental amount. In regards to project finances this can become very costly and uses finance that could be more effective if used in other areas of the business. This finance is also used up at the start of a project that can be a vital time for other financial outgoing. 

With rental items you are likely to get the latest and most up to date piece of equipment available on the market due to the supplier keeping stock updated to a high level. When purchasing an item you buy what is available at the time however these can become outdated and superseded over a short amount of time. 

When purchasing equipment you then require storage for it when the project finishes. Larger equipment requiring more storage can become problematic in regards to taking up space or requiring further storage facilities. This is not an issue with renting as the supplier will collect the rented item when the contractor is finished with it. 

Renting equipment on a short-term basis can be more cost effective than purchase. For example renting an item for three weeks would mean that the rental price would only amount to a fraction of the actual product cost.  

Rental products are managed and serviced by the supplier. Therefore when renting a product there is no additional cost for the contractor in regards maintenance or servicing. However if you owned a piece of equipment for example a forklift, you would expect to incur additional cost for its upkeep. 
 
2

There are a variety of factors that can influence the cost of owning and operating construction equipment. The cost of the equipment is a starting point showing the initial outlay of finance required to obtain the equipment. This may be a set price of purchase however the other factors then affect the ownership and operation of the equipment. The running and repair costs, duration of use, operational conditions, age and demand are all factors that have influence on the cost. High levels of use may require the machine to need more frequent servicing and part replacements, which in turn then impacts on the overall cost of owning and operating the equipment.  

As technology progresses and the equipment gets older, it can potentially become redundant to the owner and subsequently may need replacing. The prior machine may still have some resale value however the depreciation of this is very hard to forecast. The resale value will all depend on the market, desirability and condition of the equipment. This is something that cannot be accurately forecast on purchase.  

3

Obtaining equipment under a lease agreement can be a good option for contractors in certain situations, this can all differ however there are some conditions that are generally worthwhile contemplating in regards to rent under lease. 

Contractors wishing to improve their cash flow make take out a lease contract on equipment. The cost of leasing is far cheaper than purchase and also can come at a cheaper monthly cost than taking a loan out elsewhere in order to obtain the same piece of equipment. 

Contractors who wish to keep their equipment modern and up to date may prefer to obtain via a lease scheme. The lease equipment usually offers lower maintenance costs and involves greater warranties relative to the equipment. This in turn will result is less potential downtime of the equipment. The equipment can then be updated and resupplied under lease once its contract has ended in order to obtain newer equipment. 

Leasing equipment eradicates depreciation in the equipments value for the contractor. At the end of contract the lease company takes the equipment back and is therefore responsible for it’s depreciation. 
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