
Plant and Machinery Finance 101: A Beginner's
Guide to Funding Your Next Purchase

You need new plant or machinery. But you don't want to drain your cash reserves to get it.

That's where plant and machinery finance comes in.

This guide covers everything you need to know about funding your next equipment purchase. No jar-
gon. Just the essentials.

What Is Plant and Machinery Finance?
Plant and machinery finance is a type of asset finance. It lets you acquire equipment without paying
the full cost upfront.

Instead, you spread payments over a fixed term. Usually 12 to 60 months.

You get the equipment now. You pay for it gradually.

This works for all kinds of plant and machinery. Excavators, forklifts, CNC machines, cranes, agricultur-
al equipment, manufacturing tools. If your business needs it, there's probably a finance option for it.



Why Finance Instead of Buying Outright?
Paying cash for equipment sounds straightforward. But it's not always the smartest move.

Here's why businesses choose finance instead.

Protect Your Cash Flow
Equipment costs add up fast. A single excavator can set you back £50,000 or more.

Finance spreads that cost over time. Your cash stays available for wages, materials, unexpected ex-
penses, and growth opportunities.

Get Equipment Immediately
Waiting until you've saved enough means missing contracts and opportunities.

With finance, you can access the machinery you need now. Start earning from it straight away.

Keep Up With Technology
Equipment becomes outdated. Finance makes it easier to upgrade when newer, more efficient mod-
els become available.

You're not stuck with aging machinery just because you paid full price for it five years ago.

Tax Benefits
Finance payments can be tax-efficient. Interest and rental payments may be offset against profits.
VAT can often be reclaimed.



Speak with your accountant about the specifics for your situation.

Easier Budgeting
Fixed monthly payments over a fixed term. You know exactly what's going out each month.

That makes financial planning much simpler.

Types of Plant and Machinery Finance
There's no one-size-fits-all solution. Different finance products suit different needs.

Here are the main options.

Hire Purchase
Hire purchase is the most common choice for businesses that want to own their equipment outright.

Here's how it works:

• Pay a deposit upfront (usually 10-20%)

• Make fixed monthly payments over an agreed term

• Own the asset once the final payment clears

You're responsible for maintenance and insurance from day one. But once it's paid off, the equipment
is yours. Sell it, trade it in, or keep using it.

Hire purchase suits businesses planning to use equipment long-term.

Finance Lease
With a finance lease, a finance company buys the equipment and rents it to you.

You make monthly payments over an agreed period. At the end of the lease, you have options:



• Extend the lease at a reduced rate

• Return the equipment

• Sell it on behalf of the finance company (and often receive a share of the proceeds)

Finance leases typically have lower upfront costs than hire purchase. You don't own the asset, but you
get full use of it throughout the lease.

This option works well if you need flexibility or prefer not to have assets on your balance sheet.

Contract Hire (Operating Lease)
Contract hire is essentially a rental agreement.

You pay a fixed monthly amount to use the equipment. Maintenance and servicing are often includ-
ed. At the end of the contract, you hand it back.

Benefits include:

• Lowest upfront costs

• Predictable monthly expenses

• Access to the latest equipment

• No responsibility for resale value

• Reduced admin burden

Contract hire suits businesses that need equipment for specific projects or prefer regular upgrades
without ownership hassles.

Refinance
Already own plant or machinery? Refinancing lets you unlock the value tied up in those assets.

Take out a secured loan against equipment you own outright. Use the funds for working capital, new
equipment, or business growth.

Refinancing can also help consolidate multiple finance agreements into a single, more manageable
payment.



Who Should Consider Plant and Machinery Finance?
Plant and machinery finance works for businesses of all sizes.

You might be a sole trader buying your first mini excavator. Or a large construction firm adding to a
fleet of cranes.

Finance is particularly valuable if you:

• Need equipment but lack cash to pay upfront

• Want to preserve working capital for other priorities

• Prefer predictable monthly costs over large one-off payments

• Need to upgrade equipment regularly

• Operate in construction, manufacturing, engineering, agriculture, or logistics

The common thread? You need the right tools to compete. Finance removes the cash barrier.

How to Choose the Right Finance Option
The best option depends on your specific situation. Consider these factors.

How Long Will You Use the Equipment?
Planning to use it for years? Hire purchase gives you ownership and long-term value.

Need it for a specific project or shorter period? Leasing or contract hire offers more flexibility.

Do You Want to Own the Asset?
Ownership means resale value and no ongoing payments once it's paid off.

But ownership also means depreciation risk and responsibility for disposal.



If ownership matters, choose hire purchase. If flexibility matters more, consider leasing.

What's Your Cash Flow Situation?
Hire purchase usually requires a larger deposit. Finance leases and contract hire typically have lower
upfront costs.

Match the payment structure to your cash flow.

What Are the Tax Implications?
Different finance products have different tax treatments. Lease payments, interest, and capital al-
lowances all work differently.

Get advice from your accountant before committing.

Working With an Asset Finance Broker
You can approach lenders directly. But working with an asset finance broker often gets you better re-
sults.

Here's why.

Access to Multiple Lenders
Brokers work with a panel of lenders. They can compare options and find the best rates for your situ-
ation.

Going direct limits you to one lender's products.

Expert Guidance
Brokers understand the different finance products inside out. They can recommend the right option
based on your needs, not just what's easiest to sell.

Time Saved
One application to a broker can be sent to multiple lenders. You don't have to fill out separate forms
for each one.

Better Approval Chances
Brokers know which lenders suit different circumstances. If your credit history isn't perfect, they can
steer you toward lenders more likely to approve.

https://skmassetfinance.co.uk/about-us


What You'll Need to Apply
Applying for plant and machinery finance is straightforward. Most lenders need:

• Business details (company name, registration number, address)

• Details of the equipment you want to finance

• Recent bank statements or accounts

• Proof of identity for directors

The process is usually quick. Many applications get decisions within 24-48 hours.

Ready to Fund Your Next Purchase?
Plant and machinery finance removes the cash barrier between your business and the equipment it
needs.

Choose the right product. Work with the right broker. Get the machinery that keeps your business
competitive.

Need help finding the right finance option? Get in touch with SKM Asset Finance to discuss your re-
quirements. Or use our finance calculator to get an idea of monthly costs.

We work with businesses across construction, manufacturing, agriculture, and beyond. Whatever
plant or machinery you need, we can help you find the funding to get it.

https://skmassetfinance.co.uk/
https://skmassetfinance.co.uk/finance-calculator
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