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1. INTRODUCTION. 

In this second stage of the assignment I will discuss the different options of purchasing or leasing plant for construction, I will compare the advantages and disadvantages for both. I will also assess the most economical methods and provide calculations to establish the amount of depreciation.

2. PURCHASING PLANT.
Pat Newman (2006) Explains how deciding to purchase plant will depend on lots of varying factors. Firstly you must consider how long do you plan on keeping the vehicle and how regularly it will be used. The main advantages to purchasing are that you will actually own the vehicle so you can decide how long you will like to keep it for and it can be sold at a fair price ensuing a reasonable percentage of the initial payment is considered, also if you prefer not to have continual out payments purchasing is the better option. The most common advantage and disadvantages when purchasing are:  

	Advantages of Purchasing.
	Disadvantages of Purchasing

	A One off lump sum payment. 
	The owner will have full responsibility for maintaining the vehicle and will have to pay any additional repair fees.

	No monthly outgoings to cover the vehicle cost. 
	Some plant vehicles will depreciate in value quickly. 

	The vehicle is owned by the company/personnel and is up to them how frequently it is used. 
	If the vehicle is bought second hand there is a risk that its full history is unknown. 

	Company branding can be placed on the vehicle to act as promoting scheme.
	Large unrealistic outright payments. 

	The Vehicle and be Modified to suit different jobs.
	Purchasing can mean that you will fall behind with modern technology.  

	The Vehicle can be part exchanged when you wish to buy a new vehicle.  
	Pay the vehicles insurance yourself. 

























3. LEASING PLANT. 
Similarly to purchasing, leasing has its own advantages and disadvantages. Leasing is more commonly used by large building contractors as they are continually moving from site to site. The main advantage of leasing is that the plant is maintained by its original owner. Another form of leasing is (PCP) Personal contract purchase, this is when an initial down payment on the plant vehicle is paid and then followed by monthly payments which are deducted from the remaining balance, these contractors normally last for between 3-5 years and at the end of the contractor a final balloon payment is required.

(Maire Loughran N/A)


	Advantages of Leasing 
	Disadvantages of Leasing

	No Maintenance.
	The vehicle is never owned by the company.

	New Plant Vehicle every 3-5 years. 
	Large cost implications if the vehicle is returned damaged. 

	The vehicle can just be rented for the job duration. 
	The month payments can be seen as “Dead money” as it is never subtracted from the total. 

	Always keeping up with the latest technology by having the most modern equipment, increasing efficiency.  
	Large initial payments which can sometimes be thousands of pounds. 

	The Vehicle and be Modified to suit different jobs.
	Once the vehicle is handed back at the end of its contractor another initial rental payment will need to be paid to start a new contract. 

	The Vehicle can be part exchanged when you wish to buy a new vehicle.  
	Added interest Rates 

	Skilled operative will usually also be hired in specialised cases.  
	


  

4. DEPRECIATION COMPARRISON. 

[image: ]
Image taken from (Auto Trader 2018)  

This vehicle is the one I’ve decided to assess with regards to it decrease of asset value from new. 
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Image taken from (Auto Trader 2018)  

This is a 10-year-old vehicle which shows what the salvage value would be after a 10 year period. 







	Year
	Depreciation
	Back Value

	0
	0
	90,000

	1
	7,700.50
	82,299.50

	2
	7,700.50
	74,599.00

	3
	7,700.50
	66,898.50

	4
	7,700.50
	59,198.00

	5
	7,700.50
	51,597.50

	6
	7,700.50
	43,797.00

	7
	7,700.50
	36,096.50

	8
	7,700.50
	28,396.00

	9
	7,700.50
	20,695.50

	10
	7,700.50
	12,995.00











This chart clearly shows the line of depreciation of the concrete mixer. 


5. CONCLUSION. 
This report has allowed me to develop an opinion on whether a company should lease or purchase a vehicle for a construction purposes. Purchasing a vehicle is a better option if the company plans to use the vehicle very regularly and on a range of different jobs, although this is a large fee initially it will pay off in the long run. The option of leasing is the better option if the company requires the vehicle for a specific job or it is likely that they will require the latest technology. Using a depreciation equation, it has proven that a concrete mixer which is one of the most common types of plant used on site depreciates by £77,005 over a 10-year period. 
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DEPRECIATION CHART 

Year	0.0	1.0	2.0	3.0	4.0	5.0	6.0	7.0	8.0	9.0	10.0	Deprecitation 	0.0	7770.5	7770.5	7770.5	7770.5	7770.5	7770.5	7770.5	7770.5	7770.5	7770.5	Back Value 	90000.0	82299.5	74599.0	66898.5	59198.0	51597.5	43797.0	36096.5	28396.0	20695.5	12995.0	
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2017 MERCEDES-BENZ AROCS 2632 Hymix 6/7m3 Concrete Mixer in Buckingham  £90,000 + VAT
Trade Seller: Utranazz Importers And Exporters Ltd €101,741

Rigid Trucks

R 2017 (17 reg) Contact Seller

Day cab

Concrete Mixer Excellent body condition
Excellent interior Excellentoverail condition | +44 (0)1208 216968

condition
Seller's Website

2 0ff Exchire MERGEDES / HYMIX model P6000 6/7m3 Standard
Transit Concrete Mixers (2017). Poviered by HS PTO -
ransmission. Complete wih 2 extension chutes, wash-dovn Email Seller
oses, 300 e water tank, rear camers, white noise alarm and

beacon bar. Mounted on year 2017 17 plate Mercedes model

Ar0cs 2632, 6x4, 26 ton g Cablchassisfited with 320bhp .

Mercedes engine, Euro 6, air conditioning, painted all vhite, with Print Page
ullwarranty. Utianazz, based in Buckingham, has been in

operation for over 50 years and ofers a variety of sales packages

including part exchange.

114 miles away
Why buy from this dealer?  Get insurance quote

Check vehicle history The venic pries displayed n
Photos (6) Euro and Steriing are estimates

P =

supplied by ECB. Please check
the price with the seller before
proceeding with a transaction
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2007 MERCEDES-BENZ AXOR CEMENT MIXER TRUCK MORE £12,995 + VAT
TRUCKS LIKE THIS ON OUR WEBSITE TEL: 07757689678 €14,690
CALL/SMS/WHATSAPP 24H in Feltham

Trade Seller: Cve London Lid

- Rigid Trucks . 2007
. o « Daycab
« Concrete Mixer

2007 MERCEDES AXOR 2633 6X4 CONCRETE MIXER TRUCK 162000 MILES

MOT UNTIL 1ST DECEMBER 2017 GOOD CONDITION ANY INSPECTION

| WELCOME For More Trucks Like This Please Visit Our Website O Call Tel
07757639678 Whatsapp/Sms/Call FROM ABROAD 0044757689678

CALUSMSIWHATSAPP 24H

Why buy from this dealer? Get insurance quote
Check vehicie history

Photos (8)
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