Your company develops excavations and you have to buy a new hydraulic excavator. You want to calculate if it is a better solution to hire or to buy this crane. The information you have is as follows:

Purchase price			= £350,000
Freight				= £3,000
Estimated salvage value	= £50,000
Operation factor		= 60%
Useful life			= 10 years
Hours used per year		= 1800
Maintenance and repair	= 110% of annual depreciation
Diesel fuel price		= £3.8/gallon
Fuel consumption		= 0.04 gallon/hp/hr
Lube oil cost			= 10% of fuel
Interest rate			= 15%


a) Calculate operating cost per hour. (15 marks)

b) Calculate ownership cost per hour. (15 marks)

c) Calculate total cost per hour. (5 marks)

d) Explain if it is a good option to buy this excavator or not considering it is used during the whole useful life. (15 marks)
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