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(1) Personal services and benefits: Include costs of all elements of compensa-
tion and allowances for both military and civilian personnel, including costs of
rtirement for uniformed personnel, contributions to civilian retirement funds
(or for Social Security taxes where applicable), employees’ insurance, health,
and medical plans (including services available from Government military
or civilian medical facilities), living allowances, uniforms, leave, termination
and separation allowances, travel and moving expenses, and claims paid through
the Bureau of Employees’ Compensation.

(2) Materials, supplies, and utilities services: Include costs of supplies and
materials used in providing a product or service and costs of transportation,
storage, handling, custody, and protection of property, and costs of electric
power, gas, water, and communications services.

(3) Maintenance and repair: Include costs of maintaining and repairing
structures and equipment which are used in providing a product or service.

(4). Damage or loss of property : Include costs of uninsured losses due to fire
or other hazard, costs of insurance premiums and costs of settling loss and
damage claims. .

(5) Federal taxes: Include income and other Federal tax revenues (except
Social Security taxes) received from corporations or other business entities (but
not from individual stockholders) if a product or service is obtained through
commercial channels. Estimates of corporate incomes for these purposes should
be based upon the earnings experience of the industry, if available, but if such
data are not available. The Quarterly Financial Report of Manufecturing Cor-
porations, published by the Federal Trade Commission and the Securities and
Exchange Commission may be consulted. Assistance of the appropriate Govern-
ment regulatory agencies may be obtained in estimating taxes for regulated
industries.

(6) Depreciation: Compute depreciation as a cost for any new or additional
facilities or equipment which will be required if a Government activity is started
or continued. Depreciation will not be allocated for facilities and equipment
acquired by the Government before the cost comparison study is started. How-
ever, if reliance upon a commercial source will cause Government owned equip-
ment or facilities to become available for other Federal use or for disposal as
surplus, the cost comparison analysis should include as a cost of the Govern-
ment activity, an appropriate amount based upon the estimated current market
value of such equipment or facilities. The Internal Revenue Service publication,
Depreciation; Guidelines and Rules may be used in computing depreciation.
However, rates contained in this publication are maximums to be used only for
reference purposes and only when more specific depreciation data are not avail-
able. Accelerated depreciation rates permitted in some instances by the Internal
Revenue Service will not be used.

(7) Interest: Compute interest for any new or additional capital to be invested
based upon the current rate for long-term Treasury obligations for capital items
having a useful life of 15 years or more and upon the average rate of return on
Treasury obligations for items having a useful life of less than 15 years. Yield
rates reported in the current issue of the Treasury Bulletin will be used in these
computations regardless of any rates of interest which may be used by the
agency for other purposes.

(8) Indirect costs: Include any additional indirect costs incurred by the
agency resulting from a Government activity for such activities as management
and supervision, budgeting, accounting, personnel, legal and other applicable
services.

T. Administering the policy.—

a. Inventory: BEach agency will compile and maintain an inventory of its
commercial or industrial activities having an annual output of products or serv-
ices costing $50,000 or more or a capital investment of $25,000 or more. In addi-
tion to such general descriptive information as may be appropriate, the inven-
tory should include for each activity the amount of the Government’s capital
investment, the amount paid annually for the products or services involved, and
the basis upon which the activity is being continued under the provisions of this
Circular. The general descriptive information needed for identifying each activity
should be included in the inventory by June 30, 1966. Other information needed
to complete the inventory should be added as reviews required in paragraphs
Tb and c are completed.

b. “New starts”:




