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1. Introduction
For this assignment my task is to assess whether purchasing or renting one specific machine and also advise the best economic way of dealing with it. The machine I have chosen to compare is a Mercedes Benz tipper. I will also be completing a report to justify my solutions by using calculations to prove the outcome on whether purchasing or renting a tipper is best. I have shown an image below of the tipper for your understanding. 
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Image 1 taken from Autotrader





2. Purchasing Plant
The term purchasing plant means that the plant is bought outright at the time of purchase. Purchasing plant could be a good thing and a bad thing. When deciding on whether to by the plant outright needs to be carefully considered as it must produce a profitable rate of return (Designing Buildings). There are number of advantages and disadvantages to consider when purchasing plant. I have listed the most common ones below: 

Advantages 

· If you own your own plant, it is always available.
· If it’s the correct bit of equipment for your business, it can expand efficiency and, subsequently, profits.
· If the company is paying in cash then many fees can be deducted such as finance charges, service fees and interest charges. 
· The company is responsible for when and how the equipment is used, when they will sell it on or whether they trade it in.
· The equipment can be modified in any way whereas if it was leased some companies could put a restriction on advertising. 
Disadvantages 

· The company is responsible for transporting, maintaining and repairing the equipment.
· If the equipment is not well looked after, the trade in value will decrease. 
· If the company is not going to gets its use out of the equipment, it can put a strain on the company’s bank account. 
· The vehicle could depreciate in value quickly.
· Vehicles and equipment change constantly, this could mean that the vehicle purchased could not do what the latest versions are capable of. 

3. Leasing Plant
Leasing can be a worthy alternative to purchasing. It resembles a credit yet towards the finish of the rent, you can give it back and get a more recent model. It can likewise free up working capital for use in different areas of the business and save the company from taking out a loan to purchase the equipment outright (NiBusinessInfo). 

Advantages 

· Usually leases only last three to five and don’t usually require a deposit, so no cash whatsoever is needed up front. 
· The company will doesn’t have to worry about transportation, storage or maintenance. 
· The leasing company will carry the risk if the equipment breaks down. 
· The company will pay the asset over the settled timeframe, which benefits the company’s budget for the future. 
· If the equipment is not bought outright, the company will not have to worry about any loans to take out to finance the purchase being withdrawn at short notice. 
Disadvantages 

· The leasing costs add up over time meaning you may pay a higher cost than if the equipment was bought outright. 
· The equipment may not be available when needed. 
· The company may have to put down a deposit which could effect the company. 
· When leasing, the company doesn’t own it, although they may be able to purchase it at the end of the agreement. 
· In some cases, the company may be responsible for the insurance or any damages / fee. 

4. Calculations on Depreciation  
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£27,995.00












The above vehicle is the one I’ve decided on assessing in terms of its decrease in value from new. The below calculations show how much the vehicle depreciates over 10 years. 

To purchase the vehicle outright, it would cost £90,000 and the salvage value for the vehicle after 10 years is £28,000. The table below shows the depreciation value over 10 years. 





	Year
	Depreciation
	Back Value

	0
	£6200
	£90,000

	1
	£6200
	£83,800

	2
	£6200
	£77,600

	3
	£6200
	£71,400

	4
	£6200
	£65,200

	5
	£6200
	£59,000

	6
	£6200
	£52,800

	7
	£6200
	£46,600

	8
	£6200
	£40,400

	9
	£6200
	£34,200

	10
	£6200
	£28,000



















5. Conclusion 
To summarize from the above information, the business owner can comprehend that the lease or buy decision is based on a number of issues. There is no correct answer. After studying this topic and reading different articles I have come to a decision that if it was my choice I would purchase the equipment due to the fact of generally to control and hold equity.  If you are leasing equipment, the reality is that the leasing company is in it to make a profit. Think about it. You are in a business to make a profit and not to hand that profit over to someone else unless the only reason is to lease and not purchase. 

Some people would disagree with my decision as some companies would rather hire equipment as they think they are saving money but in the long run it’s the opposite. The best time to buy would only be if the capital is available and the machine is critical to the company’s business.  For example, there is no point in a company going out to purchase a crane if it’s only needed on one job. If on the other hand the company wanted to lease, the best time would be when you only need to use the equipment on a single construction project. Another ideal time to lease would be if the company has just started off and keeping their capital for company growth or wages (SiteMaxSystems). 
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