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What'’s around the corner?

Financing Machinery

Aveen McMuIIan e
Crops Development Adv1§er CAFRE

NI Arable Far @cafre

* Farm Incomes 2018/19
—on the rise?

« Current levels of bormwm
—average £20, 336 per aral

« Machinery operating cogt
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CAFRE Benc @cafre

Overhead Costs Cereals 2017/18

= Labour, Conacre, Finance

= Specialist Machinery

= General Machinery

= General Oveheads
£222/ha
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FARMEXCE

@ cafre

Cotege :
Fo00 b Rursl Encerpeite

Do you need t¢ @m

« Alternatives
— Contractor
— Sharing machinery
— Short term hire

« Considerations
— New vs secondhand
— Return on investment
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» Outright purchase

» Short-term bank loan

* Hire-purchase
* Lease

—Operating
—Finance

» Contract Hire

, @ cafre
Hire P oo Pitoci

» Finance company
purchases the machine

» Finance company hires to

the farmer :,,,,:;0‘:5: \ i‘
« Regular payments T
+ Farmer assumes \
ownership when N l;ﬁu
repayment period is
complete
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* Similar to Hire
purchase

« Finance company ;dgo" = (g i
leases to the farmer )

* Fixed payments

* Ownership remains
with the finance
company

* Greater flexibility
* At the end of the
Lease period
FINANCE
—Return the LEASE
equipment
—Extend the Lease
—Pay off the balance

| conact SN

» Agreed number of
hours

* Optional

service/maintenance
contract
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1600 of Ageicultars,
Food & Rucs Enterieive

Business issues ¢

» Cashflow

» Tax implications

. 'Ownersh-ip

@ cafre

Coega of Agricutiars,
Fo0d & Rursl Enserpise
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X X X X

Buy at today's cost
with tomorrow's
income

Enables cashflow X X X X
planning

Leaves other credit X X X X
lines free

No risk of interest X X X X
rate rises

No risk of early X X X X
repayment

Cost of purchase X X

spread over term

of agreement

Rental paid during X X
the lease

Rental covers X X
maintenance

@ cafre

Cotage of Agriculture,
Food & Rursl Enserpeise

X

Capital allowance
claimable by
customer

Interest allowable X X
against tax

Al rentals off set X X X
against tax

VAT payable up- X

front

VAT payable on X X X
rentals.
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X

Customer retains

ownership at the

end of the

agreement

Customer X X X
substitutes use for

ownership

Maintenance X X
included

Other Cons

» New versions coming on the market
» Expected depreciation profile

* Term of use

* Value for money

» Always read the contract carefully

@@ cafre

Cotage of Agriculture,
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