


Contents
1.	Introduction	2
2.	Owned Plant and Associated Costs	3
3.	Hired in Plant.	4
4.	Plant Strategy	5
5.	References	6


























	
1. [bookmark: _Toc218584556]Introduction 
Fall Bay Construction and Civil Engineering operate over the whole of Wales specialising in Commercial construction, housing construction, and infrastructure work. There are two headquarters, the South Wales headquarters is based in Swansea, and the North Wales headquarters is based in Wrexham. Currently the South Wales Headquarters purchase basic plant and only hire in specialist plant equipment when needed. In North Wales, all plant is hired in, except for basic excavators. 
Due to the geography of the two headquarters in North and South Wales, they operate independently of each other. Due to the separate operations of the headquarters and the company operating in three different sectors of the construction industry, means that the company has a large resource base and a large amount of hired in plant. 
Fall Bay Construction and Civil Engineering have multiple projects starting, running, and ending simultaneously. Managing the plant requirements is a complex task that requires careful planning through every stage of each project.
 As part of a companywide review, this report will look at how the company is using its plant resources and how effective they are. This report will advise on the most appropriate solution, to allow for more growth and more efficiency.







2. [bookmark: _Toc218584557]Owned Plant and Associated Costs 
Owed plant has great advantages for availability of plant equipment for frequent tasks as the company is not reliant on hired in stock, this is critical when projects are on a tight programme of works. Owned plant can allow for more flexibility, and the specific plant can be acquired that is best suited to the companies project requirements. The initial purchase costs for plant can be high, which could affect the working capital and cash flow of the business as an upfront deposit will be needed to secure the equipment, after this the monthly costs will be lower than hired in plant. Another benefit for owning plant is that price rises of hired in equipment  during peak times, this allows for a more stable cashflow for the business. The cost of owned plant can be spread over several years anywhere from twelve months to sixty months, the most efficient way of owning plant is to keep it for as long as the manufactures warranty lasts, normally two to three years. This allows for lower maintenance costs and there is more residual value let in the equipment to use as a deposit for its replacement. Operational issues can be reduced with owned plant as operators will be familiar with the equipment, where hired in plant can differ from one machine to the next, meaning that extra training may be required to operate it. 
There are several drawbacks to owning plant equipment, the upfront investment of purchasing the equipment can have a negative effect on the companies cashflow, especially if there is nothing to part exchange against the cost of the new equipment. Owning plant comes with on-costs such as testing, day to day maintenance, repairs not covered by warranties and transport to and from site. There will also be a requirement for secure storage facilities and workshops to repair and maintain the plant equipment, these facilities will add to the companies’ overhead costs. 
Transport of plant equipment will be needed; this could be in the form of a haulier or heavy goods vehicles (HGV)owned by the company. Should the company choose to move plant with its own HGV’s there would be a need for an operator’s licence which will come with its own costs. 
Depreciation of the equipment can have an impact when it is time to renew that piece of equipment, this may be more of an issue for more specialist equipment. 
There will be an extra cost for the insurance of owned plant which will increase the company’s overhead costs. 
There is also a potential for a duplication in plant purchases between the two headquarters and between different sectors, this may also lead to plant not being used to its full potential and a chance that it could be left idle when not needed. Plant that is owned, needs to be working continuously to make it viable, plant that is sitting idle is costing the company money. Should there be a reduction in the amount of work that the company wins or there is an extended period of severe weather where work cannot continue, the company still has to bear the cost of the equipment. 

3. [bookmark: _Toc218584558]Hired in Plant. 
Hired in plant offers several advantages. There is no requirement for large up-front costs, this can be extremely useful for managing cashflow. Hire costs are agreed up front with hire companies, this makes cashflow forecasting easier. Hires can be made in advance to fall in line with work programmes and off hires can be made to follow this as well. The most up to date equipment can be hired, that have the latest technology on board, which can increase productivity and improve safety around plant equipment. Should there be any break downs of plant equipment it is the responsibility of the hire company to resolve the issue as soon as possible, any delays that are prolonged and affect the programme could be chargeable to the hire company, dependant on terms and conditions agreed on hire. There will be no maintenance requirements for any hired in plant as this is covered by the hire company. 
Hired in plant can come with multiple issues. Equipment that is frequently hired plant for extended periods is not cost effective compared to owning plant, this could cost more than owning the piece of equipment. Lengthy hire periods all create an issue of out laying capital and not having an asset with residual value to show at the end of the hire period. Not all hired plant is modern and new and could have been heavily used before coming to site, this gives the added risk of breakdowns and delays to the programme, this will impact on productivity. During busy periods there can be shortages of certain equipment, this can become a major issue as the company may have to look to different suppliers for plant and this can lead to increased rates of hire than that for which was originally costed. Poor tracking of on and off hires will cause increase in costs for the project, communication from site to the person dealing with hires is critical to keeping the project within budget. 
( Tool Care Hire , 2025) (Rocket Rentals, 2023)
4. [bookmark: _Toc218584559]Plant Strategy 
Looking at how Fall Bay Construction and Civil Engineering, operate in multiple sectors of the construction industry and the geo graphical locations of both headquarters, my proposed strategy is as follows. 
A central hub is to be created in Llandrindod Wells where all of the plant equipment that is owned by the company will be pooled together and distributed to all site from here. There will still be plant kept at each headquarters but only on occasions where equipment already in the area will be needed on a nearby project in the near future. This will save time and money on haulage costs. The company will the adopt a new hiring system where each site can request the plant that it needs and also see what equipment is working on sites close to them, and when its due to be off hired, it will be delivered to site from the central hub or the satellite yards at each headquarters. Training for all staff will be given to ensure that the system is used to its full potential. 
Workshops and a secure yard will be key to keeping all equipment maintained and secure. Major servicing, repairs, and testing will be conducted at the central hub. Planning for plant renewals will be undertaken from the central hub, ensuring that all plant is kept with in warranties and plans to renew plant, are planned well in advance of the renewal date to ensure that there are no delays in delivery, the maximum residual value is held in the equipment and warranties do not expire. As the company holds a Standard national operator’s licence transport of equipment can be kept in house ensuring that delivery of equipment is done on time. 
Llandrindod Wells has been chosen as it is halfway between the two headquarters and close to the midlands. This location will be beneficial as any equipment that is not being used can be hired out to other contractors allowing another revenue stream. 
Once the system is in place and operational it may be beneficial for the central hub to be made into a separate hire company that hires equipment to its sister company at low rates but hires to other companies at market value. The sister company will have first choice on hires of equipment over other companies ensuring that projects always have plant available. Setting up a hire company will benefit the sister company as there will be no need to have up front purchase costs of plant equipment affecting cashflow with the benefit of low cost hired equipment with first refusal on all equipment. 
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