[image: BOLC_Logo]                                                                  
 (
   
Assignment Cover Sheet
)



	Student Name:
	Selwyn Alban Benjamin

	Student Number:
	30630

	Course:
	Diploma in Construction Management

	Assignment NO:
	5



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. 
Name: Selwyn Alban Benjamin
		Student Number: 30630
Assignment Number: 5
\
Page 1
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Question1
1.i. What do you understand by equipment planning '?
Equipment planning refers to the steps that are taken to procure equipment and any strategy of implementation that will put the equipment to good use in an economical way when the project gains momentum. This includes making detailed plans of different work cycles in advance and then procuring the right equipment to carry activities to meet project objectives. In order to schedule projects, it is important to design an operational plan of activities as part of the overall project plan. Project plans should highlight the objectives to be achieved as well as the procedures and methods required to meet these objectives.
After finalising all activities that need to be executed during the project lifespan, the next step is to specify the equipment to be used to carry out the activities. It is also important to specify in the plan how the equipment will be used and the sequence in which it will be used. Then, the category or class and amount of equipment are determined based on the production rates specified for the time-bound activities.
To devise a reliable and realistic plan for equipment, the planning team must have the required knowledge and experience of similar sort of work. The team must be highly competent to make good decisions during the equipment-planning phase. The planning team should also be highly skilled in analytical techniques such as the critical path method (CPM) to enable them to carry out this important task of assigning equipment to each activity.



1.ii. What is the primary requirement of scheduling any project?
In order to schedule projects, it is important to design an operational plan of activities as part of the overall project plan. Project plans should highlight the objectives to be achieved as well as the procedures and methods required to meet these objectives.
The project schedule is the tool that communicates what work needs to be performed, which resources of the organization will perform the work and the timeframes in which that work needs to be performed. The project schedule should reflect all of the work associated with delivering the project on time. Without a full and complete schedule, the project manager will be unable to communicate the complete effort, in terms of cost and resources, necessary to deliver the project.
Project management software allows project managers to track project schedules, resources, budgets and project related assets in real time. The project schedule can be viewed and updated by team members associated with the project, keeping everyone well informed on the overall project status.



1. iii. What are the hire-purchase options available to a contractor?
To acquire additional equipment the contract may consider 3 options, purchase the equipment outright, rent with an option to purchase the equipment and lease the equipment. With either one of the methods there advantages and disadvantages.
Purchase 
This is the option where the contractor choose to buy the equipment outright.
Owning your construction equipment means you determine how and when the equipment is used as well as having complete control over its maintenance and upkeep. Owning equipment means it’s always at your disposal when you need it and it allows your equipment operators to have a higher level of familiarity with using the equipment that could lead to higher productivity.
Rent with an option to purchase the equipment
This is when the contractor believes he/she can use the equipment to perform sufficient work but is unsure of how much equipment time will be involved. In choosing the method it gives the contractor the option to purchase the equipment at a future date. However, this arrangement can result in higher rental rates than normal and equipment can be repossessed if payments are not made.
Lease the equipment
Leasing combines some of the benefits of both renting and buying. Lease options vary but are typically for a year or more. Leasing involves less cost upfront since you typically don’t have to make a down payment and it also frees up capital and doesn’t tie up credit lines. Leasing also allows you the option of getting a new model every couple of years.

1.iv. Why is a proper plant layout important?
The plant layout consists of scaled drawings of all items to be used on the construction site. Items on a plant layout will include space for offices, material storage, warehouses, steel members and sections, construction forms, and assembly points.
The rule for an excellent layout is to ensure that the area is properly arranged to reduce the time it takes to transport materials from storage area to project area. The time taken to move equipment to the work site should also be minimal.  
The layout should be designed in such a way that it can regulate and systematise itself and be able to teach a large number of workers in such a manner that they will learn how things should function on the job within a short time.
The whole project becomes fixed when the equipment is selected and the layout subsequently developed, making the job a ‘done deal’ provided the right equipment has been procured and the layout is reliably functional. 







1.v. What are the disadvantages of purchasing equipment as compared to renting it?
Purchasing (disadvantages)
· Owning a machine means that the business or individual is responsible for transportation, storage and (most of all) maintenance. There are a lot of costs associated with owning construction equipment aside from just the initial cost.
· There are opportunity costs of using personal finance to purchase equipment. This finance might have been used for other investments. 
· Equipment may become obsolete with time as newer equipment becomes available 
· Purchasing specialised equipment may close the door to other profitable opportunities elsewhere that would require the use of different equipment. 
· There is a temptation to use the equipment beyond its expected lifetime, resulting in lower productivity.
Renting benefits
· Because you don’t own the machine it means that the business is not responsible for transportation, storage and maintenance.
· By paying a monthly fee you might be able to finance other investments
· With renting, you have instant access to the latest and greatest equipment and you only pay for it when you actually use it. 
· You don’t have the budget to maintain a constant fleet, since you can return machinery whenever business slows or a project gets put on hold.
· Because you are and will access to newer models of equipment, there will be less of a temptation to use the equipment beyond its expected lifetime, resulting in lower productivity 






Question 2
What factors affect the cost of the owning and operating construction equipment? (5)  
Factors affecting the Costs incurred for equipment ownership and operation are usually divided into two categories: fixed costs and operating or variable costs. Guidelines for estimating the costs in each of these categories are as follows.
Fixed Costs 
Fixed costs include the purchase price of the equipment and also generally include the costs that are incurred regardless of whether the machine is actually used in production. These costs do not vary with the amount of machine use. Fixed costs are sometimes referred to as ownership and/or overhead costs and include: 
Depreciation 
Depreciation is a non-cash expense of machinery ownership that must be recognised. Depreciation expense accounts for the deterioration in the value of machinery because of age or technological obsolescence.
Interest 
Investment in equipment requires capital and should therefore be assigned a capital cost regardless of whether or not money is borrowed to purchase the equipment.

Operating Costs 
Operating costs generally include those costs that are incurred as a direct result of the machine being used. These costs vary as machine use varies.
Fuel, Lubrication, and Labour 
Fuel cost (e.g. £s. per liter): Assume the present cost of fuel - as it can vary wildly over the lifetime of equipment and is almost impossible to predict accurately.
Fuel consumption per hour: Based on engine power, application, environment, operator skill/commitment, machine design, load factor.
Lubrication 
These include engine oil, transmission oil, final drive oil, grease and filters. The consumption rate varies with the type of equipment, environmental working condition (temperature), the design of the equipment and the level of maintenance. This is to be calculated based on manufacturer recommendation. These formulas include normal oil changes and no leaks.
Labour 
Labour cost is calculated using the cost of labour per hour. 
Labour charges should be included in equipment cost calculations and should cover the total cost of labour including the average wage rates as well as benefits, taxes, and payroll overhead costs paid to the machine operator. 
Repairs 
Repairs are fixed costs in some respects and operating costs in other respects. Major repairs such as engine overhauls may be regarded as fixed costs if the owner knows in advance and budgets for the expense. As a result these should be included under depreciation in the fixed cost category. Minor repairs such as replacement of belts, chains, disk blades, or chisel shanks are included as operating costs because they are incurred as a direct result of using the machine

Demand for the equipment on the used-equipment market: 
Also be considered when calculating the cost of the is the future market value of the machine discounted back to a present value and estimate of realisable value for disposal of equipment.





Question 3
Discuss the conditions under which the equipment should be taken on rent under a lease agreement?  
It is better to rent when short-term use is being considered. 
Pros
Renting construction equipment offers the greatest amount of flexibility. 
Most rental companies offer daily, weekly and monthly rates so you don’t have to pay for equipment that you aren’t actively using. 
[bookmark: _GoBack]It also frees you from having to bother with maintenance and upkeep, costly repairs also rented equipment can be written off as a business expense.  
You also don’t have to worry about transportation costs as most rental companies will deliver the equipment to your jobsite and pick it up when you are done. 
Rental companies generally have a wide selection of makes and models to choose from which gives you the opportunity to try out equipment from different manufacturers should you be interested in buying in the future. 
Most rental companies also carry the current model year of equipment meaning you get to use the latest and greatest that manufacturers have to offer.
On the downside
The cost to rent is typically higher than a lease or loan payment. 
In addition, you need to look at the rental rates for the amount of time you plan on using the equipment to make the most cost-effective decision. 
If you are renting daily you could end up paying more once you hit the three-day mark than if you had just rented for the entire week. 
Similarly, many of the weekly rates were approximately half of the monthly rate so a two-week rental would be the same as the monthly rate. 
In this instance if you needed the equipment for three weeks you’d come out cheaper just renting it for the entire month.  
You also need to take into account the availability of the equipment and plan ahead to ensure that the rental company can accommodate your needs and have the equipment available when you need it in order for you to avoid downtime.
Conclusion
Although there are some disadvantages to renting, I would recommend it to contractors who require the equipment for short-term use. 
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