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in premature retirement of Government employees which will cause a
significant increase in retirement costs to the Government, such in-
creased cost should be added to the cost of procurement from commer-
cial sources. Costs of obtaining products or services from commercial
sources should be documented and organized for comparison with costs
of obtaining the product or service from a Government activity.

b. For purposes of economy and simplicity in making cost compari-
son studies, generally agreed costs that would tend to be the same un-
der either alternative need not be measured and included (for ex-
ample, bid and award costs and operating costs under lease-purchase
alternatives).

c. Costs of obtaining products or services from Government activities
should include all costs which would be incurred if a product or serv-
ice were provided by the Government and which woulld not be in-
curred if the product or service were obtained from a commercial
source. The objectives should be to compute, as realistically as possible,
the incremental or additional cost that would be incurred by the Gov-
ernment under the alternatives under consideration. In making such
determinations it is important that recognition be given to the full
amount of additional or incremental direct and indirect cost to be in-
curred in providing the products or services required. Under this gen-
eral principle, the following costs should be included, considering the
circumstances of each case:

(1) Personal services and benefits. Include costs of all elements of
compensation and allowance for both military and civilian personnel,
including the full cost to the Government of retirement systems, calcu-
lated on a normal cost basis, Social Security taxes where applicable, em-
ployees’ insurance, health, and medical plans, (including services avail-
able 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 sup-
plies 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.

(8) Maintenance and repair. Include costs of maintaining and re-
pairing structures and equipment which are used in providing a prod-
uct 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 corporation or other
business entities (but not from individual stockholders) if a product
or service is obtained through commercial channels. Estimates of
corporate income for these purposes should be based upon the earnings
experience of the industry, if available, but if such data are not avail-
able. The Quarterly Financial Report of Manufacturing Corporation,
published by the Federal Trade Commission and the Securities and
Exchange Commission may be consulted. Assistance of the appropriate
Government regulatory agencies may be obtained in estimating taxes
for regulated industries.



