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Development of Cost Forcasting System for Construction Equipment
Rental Companies

Sy-Jye Guo* Kwei-Wu Wang#**
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ABSTRACT

The forecast of cash flow is a significant issue for construction equipment rental companies. Due to the
high-cost of the equipment and the long payback period, the equipment rental became an essential part in
the construction industry. The purpose of this study is to develop a cash flow forecasting system for
construction equipment rental companies. This study collected the cost items concerning construction
equipment rental companies and their corresponding influencing factors. Then, the real-life operation
data of a major rental company in Taiwan are analyzed to realize the ratios of the cost items and to find out
the tool of analyzing and evaluating the cash flow factors. The cash flow forecasting system operated
with various equipment data, operation history, and the criterion of loan and repay parameters predicted-
by decision makers. It was developed to help the decision maker for analyzing the cash flow items, internal
rate of return (IRR) and the parameter of payback period of the project. It also can conduct sensitivity
analysis and compare the results among project alternatives. The final analyzing results can be served as
useful references for construction equipment rental companies for controlling the operating costs, and
strengthening the companies’ competitiveness in the rental market.
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