CHAPTER 58
CAPI TAL ASSETS

A, CAPI TAL | NVESTMENT PROGRAM

1. Ceneral Information. General information on capital assets may be
found in Chapter 6, “Fixed Assets," Volume 4 of this regulation

2. Purpose. This chapter provides guidance on the Capital Investment
Program for the Defense Business Qperations Fund (DBOF) and prescribes the
accounting principles and policy that shall be followed in accounting for the
Capital Investnent Program

3. Overview

a. The primary goal of the Capital Investment Program within the
DBOF is to establish a capability for reinvestment in the infrastructure of
busi ness areas in order to facilitate md and long term cost reductions. The
objective is to inprove product and service quality and timeliness, reduce
costs and foster conparable and conpetitive business operations. The Capita
I nvest ment Program provides the framework for planning, coordinating, and
controlling DBOF resources and expenditures to obtain capital assets

b. This policy applies to all activities, or groups of activities,
within the Department of the Army, Departnent of the Navy, Department of the
Air Force, or a Defense Agency chartered under the DBOF

B. PQLICY

1. Managers at DBOF activities shall identify, prioritize, justify, and
budget for capital asset purchases.

2. The capital investment program shall be carried out within the
gui del i nes established by public |aw, DoD policies, and other regulatory
constraints.

3. Only those capital investment projects that have been included in a
President’s budget for the DoD Component may be financed through the Capita
I nvest ment Program except that under certain circunmstances, as prescribed in
paragraph C. 5., during the year of execution, substitutions may be made for
projects when operational necessity warrants.

4, The Capital Investnment Program shall not be used to establish an in-
house capability for operations that are nore econonically available through
conmercial contract except as permtted under OMB Circular A-76, “Performnce
of Commercial Activities."”

5. Al capital assets devel oped, manufactured or otherwi se procured by

a activity for use of that activity shall be funded through the DBOF capita
budget, except those capital assets identified in paragraph D.5. below
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6. DBOF reinbursenent rates shall include an amount estimated
considering the expected workload, to be sufficient to fund the approved
Capital Investment Program

7. Projects that meet the DoD investnent capitalization threshold, both
as to cost and useful life nust be:

a. capitalized and depreci ated,
b. funded as part of the capital budget, and
c. accommodated within approved capital budget authority limts

8. Projects that nmeet the DoD investnent capitalization threshold also
reduce the available capital budget authority.

9. Projects that fail to nmeet the DoD investment capitalization
threshold shall be funded as an operating expense.

10.  Each DoD Conponent will devel op procedures to ensure that:
a. Capital investment funds are used only for approved projects

h. Every attenpt is made to effect tinmely installation and to
realize productivity inprovenents estimted in budget subni ssions.

11.  Managenent inprovenent initiatives shall be expensed as provided in
Chapter 62, paragraph E. 2. unless specifically directed otherwise by the
Under Secretary of Defense (Comptroller).

C.  CAPI TAL | NVESTMENT PROGRAM REQUI REMENTS

1. Each proposed acquisition of a capital investment shall be
documented and reviewed to ensure that the asset satisfies all of the
followng criteria:

a. |s nore economcally feasible to purchase than to |ease

b. Meets the Departnment’s |ong-range planning and programing
objectives as identified in long range strategic plans

c. Results in satisfying a docunented need that cannot be met as
effectively and efficiently by existing equipment and facilities.

d. Conplies with DoD Directive 4275.5, "Acquisition and Mnagement
of Industrial Resources" and DoD Directive 4270.4, “Unspecified M nor
Construction, Emergency Construction, and Restoration of Damaged or Destroyed
Facilities,” as well as, other applicable policies and regul ati ons governing
the lease and acquisition of equipnent and facilities.

e. Includes workload projections that take into account the results
of interservice decisions, workload posture planning decisions, readily
avail able commercial alternatives, and other reasonable options for
acconpl i shing workl oad.
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f.  Acconplishes the objective for which the capital asset is
justified. The criteria should include, but is not limted to: inproved
efficiency (savings) or effectiveness; required new capability and capacity
that cannot be met with current equipnment or facilities; replacenent of
unsafe, beyond economical repair, or inoperative and unusable capital assets
and mandated environmental, hazard waste reduction, or regulatory agency
(state, local or Federal) requirenents

g. Meets or exceeds the DoD capitalization criteria

h. Includes, as appropriate, a pre-investment cost or economc
analysis that identifies the reasons and associated expected benefits of the
purchase in accordance with the requirenments at paragraph F. of this chapter
for an analysis for DBOF capital investments. An economic analysis nust be
conpleted prior to requesting a capital asset be included (1) in the Ofice
of the Secretary of Defense (OSD) budget submission (2) in the President’s
Budget subnmission, or (3) in any request for substitution or reprogranmming
involving a capital project.

2. A post-investment analysis, as required by paragraph F.10. of this
chapter, will be prepared annually by each DoD Conponent in accordance with
the requirenents for an economic analysis for DBOF capital investnents.

3. Docunentation supporting capital investnent projects requests shall
be prepared in accordance with the requirements in paragraph F. of this
chapter for an econonic analysis for DBOF capital investments. The econonic
anal ysis and the post-investnment analysis documentation will be retained and
remain available for review, audit or evaluation for five years after the
capital asset is placed in use.

4. Capital Investment Linitations

a. \Wen a request for capital investnment is granted, the capita
budget section of the Annual Qperating Budget (AOB) will designate the
maxi num amount of funds that may be conmitted and obligated for capita
I nvest nent s.

b. Wth the exception of those capital assets identified in
paragraph D.5. below, capital investments will be limted to the capita
budget amount approved in the ACB

c. The AOB will list separately each capital project with costs
that are estimated to be equal to, or greater than $500,000. Projects
estimated to cost |ess than $500,000 will not be listed separately on the
AOB, but the AOB will identify, by category--mnor construction, equipment,
automated data processing equipnent (ADPE), and software, the total amount
approved for all such projects. Approved funding limts for capital budget
obligations will be provided as dollar value limtations wthin program year,
and for all program years available for execution in the fiscal year that the
AOB is issued. A DBOF activity may purchase, devel op, manufacture,
construct, or otherwise acquire approved capital assets only to the extent
that anounts are authorized on an approved AOB. The DoD Conponents will [ist
all approved capital projects in AOBs subsequently issued to subordinate
commands and activities.
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d.  Section 342, "Capital Asset Subaccount," of the National Defense
Aut horization Act for Fiscal Year 1993 (Public Law 102-484) provides that
“The Secretary of Defense may award contracts for capital assets of the DBOF
in advance of the availability of funds in the subaccount, to the extent
provided for in appropriations Acts." That |egislative provision nade
contract authority available for the DBOF Capital Investnent Program
Contract authority is statutory authority that permts obligations to be
incurred in anticipation of receipts to be credited to the DBOF. By
“definition, contract authority is unfunded and nust subsequently be funded
through the collection of amounts for goods and services sold to customers
before obligations incurred under the contract authority can be I|iquidated.

e. Dollar value limtations for capital budget obligations are
provi ded on the approved ROB by program year. The AOB limtation by program
year is subject to Title 31, United States Code, Section 1341, “Limitations
on Expending and bligating Amounts,” and Section 1517? “Prohibited
Obligations and Expenditures." Exceeding the limtation contained in the
cap:tal budget section of the AOB can result in an Antideficiency Act
viol ation.

5. Reprogramming

a. Budget formulation and congressional reviews require a firm
annual program consisting of specific, justified projects to support the
Capital Investment Program Only those capital asset projects that have been
approved by Ofice of the Under Secretary of Defense (Comptroller) (QUSD(Q))
will be included in the President’s Budget. However, in the year of
execution, actual investment requirements can change relative to previously
approved projects and funding levels. Accordingly, appropriate
reprioritizing and substitutions are pernmitted in accordance with provisions
of this chapter.

h. Approved capital investment projects and associated dollar
amounts will be reflected in the AOB by program year. Substitutions and
additions of capital projects must conply with the requirements in paragraph
Cl. Al capital projects that are cancelled or postponed, as well as added
projects, adjustments in estimates to approved projects, and projects
selected as substitutions or replacements for cancelled or postponed projects
nmust be identified in capital budget requests forwarded to the QUSD(Q).

c. An econonmic analysis nust be conpleted for all additional,
substitute or replacenment projects before reprogramming approval is
requested. The econonmi ¢ analysis should be prepared in accordance with the
requirements in paragraph F. of this chapter for an econonmic analysis for
DBOF capital investnents.

d. No project should be continued solely because it was previously
approved or because funds are avail able.

e. The followi ng approval |evels and dollar threshold apply

changes to projects approved in the Capital Budget section of the AOB
i ncluding reprogrammng, substitutions, cancellations and additions:
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(1) Al adjustnents or changes to capital projects that are
equal to, or greater than $500,000 shall be approved by the QUSD(C).

(2) Al adjustnents or changes between categories of capita
projects (i.e. mnor construction, equipment, ADPE, and software) or business
areas that increase a category or a business area by a cunul ative amunt
equal to, or greater than $500,000 within a program year shall be approved by
the OUSD(C).

(3) The DoD Conponents shal |l develop and issue internal witten
policies to establish approval levels and dollar thresholds for adjustnments
or changes to capital projects, or between categories of capital projects
approved in the AOB including reprograming, substitutions, cancellations
and addi tions.

6. Financing

a. The Capital Investment Programis financed by resources of the
DBOF.  Funds for this purpose are accumulated in the corpus through the
inclusion in customer rates of expected depreciation on purchased capital
assets and, if applicable, any additional capital surcharge needed to neet
the capital needs of the DBOF

b. Section 342 of the National Defense Authorization Act For Fisca
Year 1993 requires DoD to establish a capital asset subaccount. Account
1011.1, “Funds Collected - Cperating Program - DBOF,” and account 1011. 2,
“Funds Col lected - Capital Program - DBOF,” are established to separately
identify collections applicable to the operating program and capital program
to conply with section 342. Additionally, account 1012.1, "Funds Disbursed -
Operating Program - DBOF,” and account 1012.2, “Funds Disbursed - Capita
Program - DBOF,” are established to separately identify disbursements
applicable to the operating program and capital program

c. To avoid an Antideficiency Act violation, cash disbursenents
shoul d not be made in excess of the total cash available to a DBOF activity,
busi ness area, DoD Conponent, or the total cash available to the DBOF

D.  CAPITAL | NVESTMENTS

1. Capital Equipment, other than Automated Data Processing Equi pment
(ADPE) and Tel ecommuni cations. The devel opment, nmanufacture, transfer, and
acquisition of all capital assets for the primary use or benefit of DBOF
activities shall be classified as capital investments. A capital investment
purchase may be established for any purpose approved by the QUSD(C).

2. ADPE and Tel ecommunications Equipnment. AS defined in Office of
Management and Budget (OMB) Gircular A-11, “Preparation and Subm ssion of
Budget Estimates,” ADPE and tel econmuni cations equi pnment is equipment or an
interconnected system or subsystem of equi pment used in the automatic
acquisition, storage, manipulation, managenent, movement, control, display,
switching, interchange, transmssion, or reception of data or information.
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3. Software. As defined in OMB Circular A-11, software includes system
programs, application prograns, comercial-off-the-shelf (COTS) software,
i ndependent subroutines, data bases, and software docunmentation. This
category includes software devel opment or acquisition for the general benefit
of the DBOF activity but does not include software devel oped or acquired for
a specific custoner. Software devel oped or acquired for a specific custoner
shoul d be charged to and reinbursed by the requesting custoner.

4, Mnor Construction. A minor construction project includes all work
and costs necessary to construct or inprove a conplete and usable building,
structure, or other real property. Mnor construction projects which neet or
exceed the DoD capitalization criteria but do not exceed the amount specified
by 10 U S.C. 2805 for funding such projects in the MIlitary Construction
appropriation shall be financed as a capital purchase.

5. Exclusions From the Capital Investment Program The following are
mandatory exclusions from the Capital Investnent Program and must be financed
directly from appropriated funds:

a. Mpj or range and test facility items (equipnent and minor
construction) that neet the DoD investnent capitalization criteria for use by
Mpj or Range and Test Facility Bases operating within the DBOF.

b. Mlitary and tenant support functions.

c. Arcraft, ships, barges, and general-purpose passenger-type
vehi cl es.

o d.  Equipnment and mnor construction projects purchased to neet
mobi |'i zation requirenents, but not used during peacetime operations.

e. Equiprment initially procured and usually furnished as part of a
weapon system and/or support system to include initial comon support
equi prent for depot maintenance in support of new weapon systens.

f.  Equi pment normally funded by appropriated funds and provided to
contractors as Government-furni shed equi pment to be incorporated into, used
in conjunction with, or consumed in the production of, an end product. (Such
equi pment shoul d be funded by appropriated funds and provided to the
applicable DBOF activity at no cost to the DBOF activity.).

. Mnor construction projects-for a non-DBOF activity or a
mlitary support function.

h. Construction and facility investnent projects that exceeds the
amount specified by 10 U S.C. 2805 for funding such projects in the Mlitary
Construction appropriation.

i. Environmental projects financed or submtted for funding by the
Def ense Environmental Restoration Account.

j. Capital investnents for norale, welfare, and recreation.

k. Such other exclusions as may be approved by the QUSD(C).
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6. Capitalization Criteria

a. DoD Conponents shall capitalize and report in financial records
all assets devel oped, manufactured, transferred, or acquired by the DBOF
including computer software purchased or devel oped, when the follow ng
criteria are net:

(1) Acquisition cost, book value, or, when applicable, the
estimated fair market value equals, or exceeds, the expense/investment
funding threshold used by the Congress for appropriating DoD operating
(expense) and Procurement (investment) appropriations. Transfers of capital
assets shall conply with paragraph E. 5.c.; and

(2) Estinmated benefit period or useful life to the Departnent
of Defense of 2 years or nore.

h. Acquisition cost is the original purchase or devel opnment cost
including transportation, design, installation, and other related costs
necessary to put the asset in the place and formin which it shall be used.

c. Software acquisition or devel opnent cost incurred by DBOF
activities (or, in absence of known ampunts, a reasonable estimte thereof)
for projects ordered or requested in prior years and delivered, installed,
and operational after Cctober 1, 1991 shall be capitalized by the DBOF
activity if they otherwise neet the requirements of paragraph D.6.a. above.

(1) The acquisition cost criteria, in the case of computer and
other systems, is applied on the basis of the cost of a conplete system
rather than on a unit cost of individual itens of equipnment which, when
aggregated, become a system Increnmental deliveries of these projects shal
be capitalized if the aggregate cost neets the criteria above.

(2) Conputer software that is integrated into hardware, and is
necessary to operate the hardware rather than to perform an application, is
capitalized as hardware.

d. Wen the expense/investment funding threshold changes, a capita
asset capitalized within the DBOF at a previous threshold will continue to be
capitalized and depreciated at the threshold at which it was originally
capitalized.

7. Depreciation Criteria

a. Depreciation shall be calculated and accunul ated using the
straight-1ine nethod based on the capitalized anount |ess residual value when
residual value is expected to be 10 percent or nore of the acquisition cost.
That is, the capitalized amount |ess estimated residual value shall be
di vided equal ly among accounting periods during the asset’s useful life

b. Depreciation shall comence in the nonth following (a) the date
of receipt shown on the asset receiving document or (b) the date the asset is
installed and ready for use (regardless of whether it is actually used)
Depreciation shall be recorded in equal anounts each month thereafter until
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the asset is fully depreciated, disposed of, or otherwise transferred. If an
asset remains in use longer than its estimted useful life, it shall be
retained on the accounting record, at its residual value (which can be $-0-)
until its final disposition.

c. Depreciation of equipnment acquired with a procurenent
appropriation for a nobilization requirement and facilities acquired with a
mlitary construction appropriation will be reflected on the DBOF financi al
statements but will not be recovered in rates. Addendum 1 to this chapter
IIlustrates the accounting for such assets. Chapter 70 contains the fund
financial reporting formats and instructions.

d.  Equipment and mnor construction projects purchased primarily to
meet mobilization requirements will not be depreciated.

& Any other exclusion from funded depreciation requires prior
approval by the QUSD(C).

f. The follow ng depreciation schedule established for Defense
Busi ness (peration activities shall be used:

Facilities construction projects 20 Years
(including mnor construction)

Equi pment, other than ADPE 10 Years

ADPE and Tel ecommuni cations Equi pment 5 Years

Sof t war e 5 Years

g. Met hodol ogy _and Alternative Depreciation Schedul es

1. DBOF activities may request an alternative nethodol ogy for
conmputing depreciation expenses, and/or an alternative estimte of useful
life. Requests for an alternative methodology for conputing depreciation
expenses or depreciation schedul es should be submtted for a determnation of
approval, through the appropriate DoD Conponent channels, to the QUSD(C),
Directorate for Accounting Policy.

2. Requests for an alternative methodology for computing
depreciation expenses or depreciation schedules should identify, but should
not necessarily be limted to: (1) type and function, of the capital asset
(2) alternative methodol ogy for computing depreciation expenses or
depreciation method proposed to be used; (3) commercial benchmark used to
determne applicability or estimated useful life of the asset; and (4)
rationale for the alternative. The QUSD(C), Directorate for Accounting
Policy, will notify the DoD Conponent when a determnation is made.
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E. ACCOUNTI NG FOR CAPITAL ASSETS

1. Capital assets used by a DBOF activity in providing goods or
services must be recognized in the property and financial records of that
DBOF activity. Capital assets include, but are not linited to; physica
plant and property, (including government owned facilities, property acquired
under a capital l|ease, |easehold inprovements to property acquired under a
capital lease or an operating |ease), equipnent and software. Financia
records for assets capitalized in a DBOF activity nust:

a. Be supported by formal depreciation schedul es,
b. Rave all depreciation expenses recorded,

c. Include depreciation expenses in rates charged, except for
depreciation of facilities acquired through mlitary construction
appropriations or other exclusions approved in accordance with paragraph
D.7.e. above.

2. The following three criteria nust be net for an itemto qualify as
an asset and be reported as such in a DBOF entity's financial statenents

a. The asset nust enbody a probable future benefit that wll
contribute to the entity's operations. In applying this criteria, the
concept of benefit has traditionally been referred to as “service capacity”
which is the ability of an itemto directly assist an entity in achieving its
mssion. Service capacity has value because it is consumable or exchangeable
for other benefits. = Real property assets (e.g., buildings) financed by a
mlitary construction appropriation provide a service capacity to the DBOF in
that they house DBOF operations thus allowing the DBOF activity to achieve
its mssion. Also, DBOF is responsible for assuring that the maxi num benefit
is always available since it pays for utilities, maintenance, and upkeep.

The exchangeability part of the benefit criteria (the ability to sell, trade
or donate property) need not be present for an itemto qualify as an asset in
the federal sector if consunption of the item provides benefit to the entity.

b. The entity that reports the asset nust be able to obtain the
benefit and control access to the benefit inherent in the asset. The second
criteria of an asset, control over the benefit, refers to an entity's ability
to direct who derives the benefit, the timng of when the benefit is derived
and under what conditions it is derived. Directing the use of the benefit
has traditionally been based on (1) possession or (2) the ability to exert
significant influence over the benefits; either of which is obtained through
| egal ownership or an agreement with the owner. In instances in which a DBOF
activity maintains possession of property through agreements which provide
for DBOF's possession for as long as needed, without a termnation date and
without reinbursement, such arrangenents are generally considered as
providing sufficient influence over the use of the property to satisfy the
control criteria. Once termination occurs, however, as in the case of a base
closing where DBOF conducts operations, control no longer exists; hence, the
property will no longer nmeet the control criteria of an asset.
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c. The transaction or event giving the entity a right to and
control over the benefit nust have already occurred. . The third criteria, is
an agreement (express or inplied) that allows DBOF to occupy and/or use
property w thout reinmbursement for as long as needed

3. DBOF activities that meet the criteria in paragraph E 2. above shall
record the capital asset in their property and financial records; record
depreciation on the capital asset; and record inprovements to the capita
asset .

4, Facilities Used by DBOF Activities

a. DBOF activities that are sole occupants/tenants of a governnent
owned facility or hold a capital |ease (as opposed to an operating |ease) on
an entire building and sublet portions of that building and neet the criteria
in paragraph E. 2. above shall record the capital asset in their property and
financial records.

b. DBOF activities which are joint occupants/tenants of a
Government owned facility and nmeet the criteria in paragraph E 2. above shall
determne which occupant/tenant will record the capital asset in their
property and financial records by applying the following criteria in
descendi ng order of application:

(1) Cccupant/tenant that can substantiate preponderant use (via
direct labor hours, actual hours, population, square footage, netered output,
etc.) of an asset in the production of goods or services for their custoners.

(2) Cccupant/tenant that have exclusive responsibility for the
mai nt enance, repair, upkeep, and replacement (Mlitary Construction) of the
asset .

5. Assets Held by DBOF Activities for Mbilization Requirenments. DBOF
activities shall assune ownership of assets acquired through use of a
procurement appropriation that are held to meet a nobilization surge
capability.

6. Sources of Capital Assets. Subject to availability of sufficient
resources and conpliance with other DoD/ Federal requirements, capital assets
may be devel oped, manufactured, transferred, or otherw se procured for use by
DBOF activities upon identification in, and approval of, the capital budget
section of an activity’s AOB. Regardless of the ultimte use of the asset
costs incurred in the devel opnent, manufacture, or acquisition of the asset
must be identified, captured, and recorded as execution against a specific
Capi tal Budget project.

a. Acquisition of Capital Assets for Business Area Use. The tota
cost incurred by a DBOF activity to develop, manufacture or acquire a capita
asset consists of, but is not limted to; direct and indirect |abor and non-
| abor, contractual cost net of authorized discounts paid; reinbursable
support cost, applicable overhead, and general and adm nistrative costs
incurred when appropriate: plus any associated costs for transportation
installation, and other related costs necessary to put the asset in the place
and in the formin which it shall be used. Software devel opment (prograns,
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routines, and subroutines) cost also shall include the conputer operating
costs for testing, developing, and parallel processing.

h. Capital Assets Centrally Acquired

(1) Business areas, such as the Joint Logistics Systems Center
my fromtime to time be designated as a central agent to procure capita
assets for customers within the DBOF. The procuring business area shall
i ssue contracts to comercial sources or funded orders to other DBOF
activities and DoD Conponents as necessary, to satisfy the requirenent.

(2) Capital assets may be sold or transferred to custoners of
the central agent at negotiated “selling or transfer prices. Negotiated
selling or transfer prices shall include the total cost of the capital asset
which consists of contractual cost net of discounts taken, reinbursable
support cost, applicable overhead, general and adm nistrative costs incurred
in the acquisition of the asset plus any approved surcharges.

. (3) Acapital asset acquired by a central agent and distributed
and installed in one or nore business areas shall be capitalized in the
financial records of each business area and depreci at ed.

(4) When the share of the cost of a capital asset distributed
and installed at a business area fails to neet the investment capitalization
criteria, it nevertheless shall be capitalized and depreciated if the
aggregate initial cost of the asset distributed to all business areas,
satisfies the investnent threshold.

(5) Capital assets acquired by a central agent nay be delivered
directly froma vendor/contractor to the receiving business area. Centra
agents shall record all deliveries and receipt of capital assets in their
financial records until such tine as an order is conpleted and sold or
transferred to a customer. The ultimte cost of the conpleted asset shal
include all incremental deliveries and all additional costs incurred by
either, or both, the central agent and the receiving custoner in the
acquisition and installation of the asset.

c. Transfer of Capital Assets

(1) Capital assets that are transferred to a DBOF activity and
have preexisting depreciation schedules and accunul ated depreciation shall be
capitalized to the fund at their book value plus any associated costs for
transportation, installation, and other related costs necessary to put the
asset in the place and in the formin which it shall be used

(2) Capital assets that are transferred to a DBOF activity and
have no preexisting depreciation schedules and accunul ated depreciation shall
be capitalized to the fund at their original acquisition cost, or reasonable
estimate thereof when acquisition cost cannot be reasonably determned, plus
any associated costs for transportation, installation, and other related
costs necessary to put the asset in the place and in the formin which it
shall be used. The DBOF activity shall then record accumul ated depreciation
in an anmount equal to the amount that would have been recorded if the asset
had been depreciated based on its (the DBOF activity's) normal depreciation
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policy. The net value (original acquisition cost |ess accumulated
depreciation) shall be recorded as an equity increase. For exanple, assume
an asset that was originally acquired by the transferor three years past for
$50,000 is transferred to a DBOF activity. The asset is one that has a five
year useful life. The follow ng accounting entry should be nade to record
the asset on the records of a DBOF activity:

Dr 1750 Equi pnent $50, 000
Cr 1759 Accumul ated Depreciation
on Equi pnent $30, 000
Cr 3220 Transfers In from Qthers
Wthout Reinbursenent $20, 000

Entry to record transfer in of an asset w thout reinbursement
from another DoD entity.

Depreciation after the transfer shall be calculated based on the net asset
anmount recorded. The DBOF will then begin recording depreciation expenses on
these assets and reporting themin the financial records.

(3) Capital assets that (1) are donated to a DBOF activity by
organi zations outside the DoD and (2) neet the capitalization criteria shall
be capitalized to the DBOF at estimated fair market value plus any associated
costs for transportation, installation, and other related costs necessary to
put the asset in the place and in the formin which it shall be used
Depreciation of the donated asset shall be calculated based on the asset
amount recorded. The DBOF will then begin recording depreciation expenses on
these assets and reporting themin the financial records

(4) Capital assets that are transferred out of a DBOF activity
to another DoD activity, Covernment Agency or others shall be transferred at
the recorded acquisition cost |ess accunulated depreciation as of the date of
transfer. The accounting entries for these transfers are prescribed in
paragraph E.6.b. below. Disposal of a capital asset--whether at a gain or a
| 0ss--shall be in accordance with Chapter 62 of this Volume and Part of the
DoD Financial Mnagement Regul ation.

d. Capital Assets Acquired for Custoners

(1) Statutory limtations and restrictions inposed on
appropriated or other funds of the DBOF s custoner(s) are not changed by the
pl acenent of an order with the DBOF. A DBOF customer cannot use its
appropriated funds to do indirectly i.e., through placement of an order wth
a DBOF activity, what it is not permtted to do directly. Thus, the
availability of an appropriation cannot be expanded or otherw se changed by
placing a customer order with, or otherwise transferring amunts to the DBOF
Appropriated funds cited on reinbursable orders are available only for the
purposes permssible under the source appropriation and remain subject to the
sane restrictions. The ordering activity is primarily responsible for the
determnation of the applicability of the ordering appropriation. However
i f instances arise where the ordering appropriation is not appropriate for
the purpose provided, then the order should be returned with a request for an
appropriate appropriation cite.
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(2) Capital assets which are acquired specifically for a
particul ar custoner order and do not have a recurring use for other workload
or customer orders shall be charged to the customer order, provided the
appropriation or fund cited in the order is appropriate for that purpose
Such assets shall be the property of the customer and, as such, are not
subject to depreciation expense recovery by a DBOF activity.

(3) The total cost incurred by a DBOF activity in devel oping,
manufacturing or acquiring capital assets for a customer shall be accunul ated
in the work-in-process account. Customers shall be billed the negotiated
sales price. The selling price shall include the total cost of the capita
asset which consists of contractual cost net of authorized discounts taken,
rei mbursabl e support cost, applicable overhead, general and admnistrative
costs when appropriate, any associated costs for installation, nodification,
testing, transportation, and other related costs in developing or acquiring
the asset, plus any approved surcharges.

7. Lnprovenments and Upgrades of Existing Capital Assets

a. Inprovenents and upgrades that increase the capacity or
operating efficiency of an existing capital asset, and for which the cost is
equal to or greater than the expense/investment funding threshold used by the
Congress for appropriating DoD operating (expense) and Procurenment
(investment) appropriations, should be capitalized even though the
i mprovement or upgrade may not extend the useful life of the asset. The
depreciation schedul e of existing capital assets shall be revised to include
the acquisition cost of a capitalized inprovenent or upgrade. Below are
criteria for use in determning whether the useful [ife of the original asset
should be revised. In either situation, revision of depreciation expense
and/or useful life is measured prospectively and accounted for in the current
and future periods. No adjustment shall be made to prior depreciation

(1) If the cost of the inprovenent or upgrade is greater than
50 percent of the net book value (original acquisition cost |less accunulated
depreciation) of the existing asset, then the inprovenent or upgrade is
anal ogous to the purchase or manufacture of a new asset. Accordingly,
investment anmounts will be added to the current net book value of the
existing asset and a new depreciation value conputed which will depreciate
the new value over the useful life of the asset determned fromthe nonth
that the inprovement or upgrade became operational.

(2) If the cost of the inprovenent or upgrade is |less than 50
percent of the net book value (original acquisition cost |ess accunul ated
depreciation) of the existing asset, then the cost of the inprovement or
upgrade is depreciated over the remaining useful life of the existing asset.

b. Inprovenents and upgrades costing |ess than expense/investment
funding threshold used by the Congress for appropriating DoD operating and
Procurement appropriations are recorded as an expense even though the
i mprovement or upgrade could extend the useful life of the asset
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8. Capital Asset Accounting Pro Forma Illustrations

a. An illustration of selected accounting entries to be recorded in
a DBOF's financial records is as follows:

(1) Record Capital Budget at Conponent Level

Dr 4550 Internal Fund Distributions Received
Cr 4567 Unallotted Capital Authority-DBOF

Entry to record at the Conponent/Agency |evel the
capital budget received fromthe DoD Level.

(2) Lssue Capital Budget to Installation Level

Dr 4567 Unallotted Capital Authority-DBOF
Cr 4577 Capital Authority Issued-DBOF

Entry to record the capital budget issued to the
installation level from the Conponent/Agency |evel.

(3) Record Capital Budget at Installation Level

Dr 4585 Capital Program DBOF
Cr 4615 Capital Authority Availabl e- DBOF

Entry to record the capital budget at the installation
| evel received fromthe DoD Conponent.

(4) Oder Placed for Capital Equipnent

Dr 4615 Capital Authority Avail abl e- DBOF
Cr 4825 Undelivered Orders-Capital-DBOF

Entry to record an obligation for the purchase of
capital equipnent.

(5) Capital Asset Received

Dr 4825 Undel i vered Orders-Capital - DBOF
Cr 4922 Accrued Expenditures-Unpaid-
Capi t al - DBOF

Dr 1750 Equi pnent
Cr 2110 Accounts Payabl e

Entry to record the receipt and recognize the accounts
payable for a capital asset.
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(6) Payment for Capital Asset

Dr 4922 Accrued Expenditures-Unpai d-
Capi t al - DBOF
Cr 4944 Accrued Expenditures-Paid-
Capi t al - DBOF

Dr 2110 Accounts Payable
Cr 1012.2 Funds Disbursed- Capital
Proogram DBOF

Entry to record the paynent for the purchase of a
capital asset.

b. A DBOF activity transfers out a capital asset to another
Government Agency for which depreciation has previously been recorded.

(1) Transfer-Qut of Capital Asset with Recorded
Depreciation to another Governnment Agency

Dr 3231 Transfers-Qut to Governnent Agencies
Wt hout Reinbursenent
Dr 1759 Accunul ated Depreciation on Equi pnent
Cr 1750 Equi prent

Entry to recordthe transfer-out of a capital asset to
anot her Government Agency where depreciation has
previously been recorded.

(2) Transfer-Qut of Capital Asset with Recorded
Depreciation to Qthers

Dr 3232 Transfers-Qut to All Qhers
W thout Reinbursenent
Dr 1759 Accunul ated Depreciation on Equi pment
Cr 1750 Equi pnent

Entry to record the transfer-out of a capital asset to
others where depreciation has previously been recorded.

c. Atransfer-in to a DBOF activity of a capital asset for which
depreciation has previously been recorded.

Receipt of Capital Asset Transferred-In with Recorded
Depreciation

Dr 1750 Equi pment
Cr 1759 Accunul ated Depreciation on Equi pnent
Cr 3220 Transfers-In from Qthers Wt hout
Rei nmbur senent

Entry to record the transfer-in of a capital asset from

another DoD activity where depreciation has previously been
recor ded.
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8. General |edger account definitions are provided in Volunme 1 of the
"DoD Fi nancial Managenment Regul ation.”

F.  COST AND ECONOM C ANALYSIS OF DBOF CAPI TAL | NVESTMENT PROGRAM PRQIECTS

1. Purpose. The purpose of this policy is to:

a. Carify techniques and procedures for analysis and docunentation
of capital projects with investment costs |ess than $100,000 as well as those

of $100,000 or more. Capital projects are those that are expected to neet
the capitalization criteria specified in paragraph D.6. of this chapter.

b. Qutline the process for capital project economc analysis and
cost conparison justifications in support of the Planning, Programm ng,
Budgeting, and Execution System

2. Related Muterials

a. OMB Crcular A-94, “Cuidelines and D scount Rates for Benefit-
Cost Analysis of Federal Programs,” COctober 1992.

h. DoDl 7041.3, “Economc Analysis and Program Eval uation for
Resource Managenent," Cctober 1972.

€. DoD 7000.14-R "Department of Defense Financial Managenment
Regulation,” Vol ume 2B, Chapter 9, My 1994.

d. QUSD(C) Inflation Indices issued annually to DoD Conponents for
use in preparation of PPBES subm ssions and cost estinmates.

3. Analvytical Justification - Ceneral Policy

a. Capital Investment Program projects within the DBOF are
essential in maintaining efficient and effective business operations. It is
i mperative that expenditure of funds for these projects be justified based on
sound analytical evaluation to ensure conpetitive operations reflected in a
structure supporting the lowest price to the customer.

b. Funding requests for projects in the four Capital Investment
Program categories identified in paragraph D. of this chapter shall be
justified and supported by a formal, pre-investnent analysis. Either an
econom ¢ analysis or cost conparison as discussed in this document is
required to justify investnent projects for Capital Budget *“subm ssions,
reprogranmng requests, or substitution of projects. The scope of analysis
shall be tailored depending on dollar value of the project as outlined in
paragraphs F.5. and F.6. below.  These analyses shall be maintained by the
originating office of the DoD Conponent as project docunentation support for
the Capital Budget subnission as well as program execution. The Capital
| nvest ment Program categories are:

(1) Capital Equipnent (Qher than ADPE & Tel ecommuni cations)

(2) ADPE and Tel ecommuni cations Equi pment
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(3) Software
(4) Mnor Construction (less than $300, 000)
c. Capital Investment Program projects in the four investment
categories above shall also be identified according to one of the follow ng
primary reasons for justifying the investnent:

(1) Replacenment. Unsafe, beyond econom cal repair, or
I noper ative/ unusabl e assets.

(2) Productivity. Inproved efficiency (savings) or
ef fectiveness.

(3) New Mssion. Required new capability or capacity that
cannot be met with current equipnent or facilities.

(4) Environmental . Investment for environmental or hazardous
waste reduction including regulatory agency nmandated requirements

4, Analytical Justification - General Policy Exenptions. There are two
i nstances for which an exenption applies to the requirenent to performa pre-
investnent analysis. In both instances, an exception justification statement
shal | be prepared documenting the requirement or authority for the exenption
claimed. Exenption statenents shall be validated as would a pre-investnment
anal ysis and approved through DoD Conponent review channels. The two
I nstances are:

Environmental , hazardous waste reduction, or regulatory agency
(state, local, or Federal), mandated requirements; also includes directed
action by higher DoD or Conponent authority which precludes choice anong
al ternatives.

b. DoD instruction or directive waive the requirenent (e.g.,
equi pnent age or condition replacement criteria).

5. Analvtical Justification - Investment Projects under $100,000

a. Investment projects estimated to cost under $100,000 shall be
justified using an abbreviated approach which conpares the costs of feasible
alternatives to the status quo. The cost comparison initially shall be
prepared in constant base year dollars and shall present a differential cost
display by year for up to a six year evaluation period beginning with the
budget year for which investnent funds are requested

b. Documentation for a cost conparison shall describe the
functional process performed; define the need/requirenent/objective; identify
wor kl oad projections; address feasible alternatives; present total costs
attributed to each alternative and the differential costs/nonetary benefits
expected in constant and current dollars over the six year evaluation period,
provide significant assunptions, constraints, estimating methods, rationale
and data sources.
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c. The follow ng econonmic indicators (defined in paragraph F.7.
bel ow) shall be devel oped and summarized in the Cost Conparison: Payback and
Benefit to Investnment Ratio (BIR). These values shall be used in conjunction
with the above docunentation elenents in determning the recomended project
alternative when there is nore than one under evaluation. Payback shall be
the primary indicator from cost conparisons to rank order projects up to
$100,000 within the investment categories of each business area.

d. Addendum 2 presents a recommended outline and format for the cost
conparison reflecting the above docunentation elenments. Conplete
docunentation for a cost conparison may be 3-5 pages although this nay vary
depending on the nunber of alternatives considered and conplexity of the
proj ect

6. Analytical Justification - Investment Projects &100,000 or More

a. Investnment projects estimated to cost $100,000 or nore shall be
justified using conventional, analytical techniques pertaining to econonic
analysis for evaluation of alternatives relative to the current situation or
status quo. The econonic analysis shall be prepared on a net present val ue
(NPV) basis and shall conmply with applicable DoD or Conponent guidance as
wel | as functional program guidance. The econonic analysis initially shall
be prepared in constant base year dollars and shall present a differentia
cost display by year over the project's expected economic |ife beginning with
the budget year forewhich investment funds are requested. The expected
economic life used in estimating the costs and benefits of an alternative
shown on the Economic Analysis Format shall be the same as the depreciation
period for that asset as shown in paragraph D.7.f. above

b. Docurmentation shall describe the functional process perforned;
define the need/requirenment/objective; present and explain workload
projections; identify feasible alternatives; present total costs and the
differential costs/nmonetary benefits in constant, discounted, and current
dollars over the expected economic life of the project; highlight NPV of the
alternatives; present estimating nethods/relationships, and data sources
identify significant constraints, assunptions and variables; treat
sensitivity and uncertainty of key paraneters; and address all other
quantifiable benefits as well as any intangible benefits influencing the
recommended course of action. Quantifiable benefits are all outputs/results
achieved in return for investnent dollars associated with an alternative
Nunerical values such as dollars saved or physical/performance attributes are
measures of quantifiable benefits. Intangible benefits are qualitative in
nature such as inproved norale or quality of life considerations

c. The standard criterion used in evaluating investnent
alternatives based on economic principles is NPV which is the difference
between the discounted present value of nonetary benefits and the discounted
present value of investnent costs. In addition to NPV, econonic indicators
for “Payback” and “Benefit to Investnent Ratio (BIR)," (defined in paragraph
F.7. below) shall be devel oped and summarized in the econonic analysis.
These val ues shall be used in conjunction with the above docunentation
el ements in determning the recomrended project alternative when there is
nore than one under evaluation. NPV and BIR shall be the primary financia
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measures from econom ¢ anal yses used to rank order projects of $100,000 or
nore within the investment categories of each business area

d. Addendum 3 contains a recomended outline and format for the
econom ¢ analysis reflecting the above docunentation elenments. Autonated
econom ¢ progranms and reports may be used if the prograns provide reports
conparable to the requirenments of Addendum 3.

e. Wth regard to automated information systems investnents and
functional program evaluations within the DoD, the pre-investnent analysis
process shall conmply with the requirenents identified bel ow. Care shall be
exercised in consideration of the type and program responsibility for the
respective econom c analyses to assure efficient preparation and subm ssion
to the appropriate business area and Capital Investnent Program category.

(1)  Mjor Automated Information System Review Council (MA SRC)
stems. MAISRC Systems shall conply with econonmic analysis preparation,

display, nilestone, and dollar threshold requirements for autonmated
information systems governed by DoDD 8120.1, *“Life-Cycle Management of
Automated Information Systens,” DoDl 8120.2, “Automated Infornation Systens
Life-Cycle Management Process, Review, and M|estone Approval Procedures,”
DoDl  7920.4, *“Baselining of Automated Information Systens,” and DoD 7920.2-M
“Automated Information system Life-Cycle Management Manual."

(2) Functional Economc Analyses. Functional Economc Analyses
(FEAs) shall conply with DoD econonic analysis requirenents in support of
functional program business cases governed by DoD Series 8000 Instructions
and authorities referenced in paragraph F.2. of this chapter.

f. Al automated information systems investnents shall be supported
by an economic analysis for each phase of the acquisition review and approva
process prescribed by DoD and Conponent regulatory authority.

7. Econonic Indicators

a. The econonic indicators as defined and discussed bel ow shall be
used in both cost conparisons and econom ¢ analyses for Capital |nvestnent
Program projects.

(1) Payback. Used to conpare the period of tine, in years
necessary for an alternative to repay its investnent cost from nonetary
benefits expected; also used as a value to conpare and rank order conpeting
projects; conputed using current dollars. Calculated and presented as whole
and fractional part of a year (i.e., 2.73 years).

(2) Benefit to Investment Ratio (BIR). Used to conpare project
alternatives in ternms of all expected nonetary benefits inclusive of whole
and partial manpower productivity savings resulting from increased efficiency
and other cost avoi dances achieved over the total project life under
evaluation; also used as a value to conpare other projects. Calculated, using
di scounted constant dollars, as an index value and rounded to the second
decimal place (e.g., 3.74). The value nust be greater than one to be cost
beneficial; the larger the ratio the greater the advantage.
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b. The conputation of BIR shall be limted for Capital Investment
Program projects to a six year evaluation period for cost conparisons and a
project's expected economic life for economc analyses. |If the expected
econonmic life of a proposed capital asset/alternative is less than the six
year period for a cost conparison, the evaluation period shall be shortened
to match. Additionally, the cost conparison DR shall be conputed using
constant dollars only since discounting does not apply to the cost conparison
anal ysi s.

c. Sone projects may not generate sufficient expected nonetary
benefits to payback within the specified evaluation period for cost
conparisons. In these instances, annual benefits shall be extrapol ated
beyond the evaluation period for purposes of determning the Payback.

d. Automated information systems economic analyses, in accordance
with paragraph F.6.e. above, also include a “Savings to Investment Ratio
(SIR)” economic indicator. Savings to Investment Ratio (SIR) is used to
conpare project alternatives in ternms of hard savings expected (i.e., funds
no longer required in the budget and program out years) relative to the
investment cost of each alternative over the total project life under
eval uation; also used as a value to conpare other projects; conputed using
di scounted constant dollars.

8. (perations Versus Investment Cost Elements for Analysis of DBOF
Capital Investment Program Projects. The following elements are illustrative
of those considered in estimiting the costs associated with a Capital
I nvestment Program project for either a cost conparison or economc analysis.
These cost elenents may be augnented as needed. QOperations cost elements
apply to the status quo and all feasible alternatives while investnment cost
el enents apply only to the alternatives. Operations costs should be
estimated on a total cost basis including all direct and indirect |abor
appl i cabl e overhead, and general and admnistrative costs. Qperations costs
may include non-recurring (one tine) as well as recurring costs

OPERATI ONS COSTS
Labor
- Civilian Personne
- Mlitary Personne
Materi al
Mai nt enance and Repair
Consumabl e Suppl i es
Lease/ Rent
Uilities
Q her

| N\VESTMENT COSTS
Acqui sition
Transportation *
Installation *
Testing*
Training *
Qt her
* May be applicable if not included in acquisition cost.
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9. Budget Fornulation and FExecution

a. Capital Investnent Program project justifications shall be used
in support of program planning as well the budget formulation process
Initial supporting, pre-investment analyses shall be conpleted approximately
ei ghteen months prior to the year of execution and then reassessed
approxi mately six nonths before year of execution. In addition to budget
formul ation, either an economc analysis or cost conparison shall be used to
support a project substitution or to acconmplish a reprogrammng request.

h. DoD Conponent business areas are encouraged to rank order all
projects within Capital Investnment Program category (as shown in paragraph
F.3.b. above) based on NPV and the economic indicators discussed above as
wel | as other essential criteria (e.g., exenptions) deenmed appropriate by
Conponent activities. The prioritization process shall facilitate tinely
substitution of worthy projects for those no longer justified and
subsequently drop out.” The priority sequencing process shall result in a
listing that is periodically updated as Conponent or business area priorities
change.

c. Capital Investment Program projects shall be subnmitted in
accordance with Volume 2B, Chapter 9 of this Regulation.

(1) Investnent projects of $500,000 or nore shall be supported
by a summary of the results of the econom c analysis including an explanatory
narrative of the need/requirenment, workload projections, feasible
alternatives, significant assunptions, estimating methods, data sources, NPV,
Payback, BIR dollar benefits expected, and other support of the recomended
project. An appropriate exenption justification statement shall be included
as applicable in lieu of economic analysis summary results

(2) Investment projects of $1.0 nmillion or nmore shall have a
copy of their supporting economc analysis submtted to the DoD Conponent for
review and retention

10. Post-Investment Analyses. Annually, each activity within the DBOF
shal | prepare post-investment analyses for ten percent of the nunber of
capital investment projects, but not less than five projects, that were
conpl eted during the previous fiscal year and had been justified wholly or
partially on the basis of econonmic considerations (e.g., productivity
inprovenents ). The projects selected for post-investment analysis shall be a
representative sanple of the conpleted investnent projects. The format and
techni que for each post-investnent analysis shall be simlar to the cost
conparison or econom c analysis used for the project justification. The
post-investment anal yses shall be retained for ready review for five years.

58-21



ACCQOUNTI NG | LLUSTRATI ON
| N\VESTED CAPI TAL USED

A, GENERAL

1. Revenue and expenses associated with reinbursable orders nust be
mat ched and reported on the Statenent of Cperations. Likewise, the use of
assets, as neasured by depreciation of those assets, which are not included in
rei mbursement rates is a financing source against which expenses Mist be matched
and reported on the Statement of Operations. To acconplish this requirenent,
general |edger account 5790 has been established.

2. Assets used by the Defense Business Qperations Fund (DBOF) may be made
available in one of two ways:

a. Assets may be purchased by use of DBOF (97X4930) resources.
Assets purchased through use of DBOF resources are accounted for as an exchange
of assets (DBOF cash for the acquired asset) as denonstrated by the follow ng
accounting entry:

Dr 1730 Buil di ngs $ 60,000
Dr 1740 Gther Structures and Facilities $ 48,000
Cr 1012.2 Funds Disbursed -
Capital Program - DBOF $108, 000

b. Assets may be acquired through resources other than those made
available to the DBOF for its use. Assets of this type (generally buildings,
structures, and facilities financed by a Mlitary Construction appropriation and
assets financed by a Procurement appropriation for nobilization requirements) are
accounted for as an increase to the applicable asset account and a corresponding
increase in equity as denonstrated by the follow ng accounting entry (and nore
fully explained in this Addendum:

Dr 1730 Buil di ngs $240, 000
Dr 1740 Other Structures and Facilities $120, 000

Cr 3211.2 Assets Capitalized $360, 000
Account 5790, "lInvested Capital Used," a credit balance account, is a

general |edger account established to match, as a financing source, the current
period depreciation of assets acquired through resources other than those made
available to the DBOF (97X4930) for its use.

B. ILLUSTRATION. The following sinplified illustration provides an
expl anation, in accounting ternms, of the accounting necessary to properly
recogni ze revenue and associated expense applicable to invested capital.
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1. ldentification of Expense to Financing Source. Assets used by the
DBOF may be financed through use of DBOF resources (97x4930) or they may be
financed by other sources and donated or otherw se made available to the DBOF
for its use. The assets acquired nmust be identified to their original financing
source so that the depreciation of those assets can be properly identified.

Account Account Account Account
1730 1739 1740 1749
Fi nanci ng Mont hl y QO her Structures Mont hl y
Source Bui | di ngs Depreciation and Facilities Depreciation
97X4930 $60, 000 $ 250 $48, 000 $ 200

Donat i on/ Qt her 240,000 $1,000 120, 000 500
Tot al %mo*mo— %T—zso %m“m %—m

2. Recognition of Accrued FExpenses

Dr 6126 Depreciation of Real Property $1, 500
Cr 1739 Accunul ated Depreciation on Buildings $1, 000
Cr 1749 Accumul ated Depreciation on O her $ 500

Structures and Facilities

To record monthly real, property depreciation on donated/Mlitary
Construction financed assets. (As shown in preceding table, $1,500 [$1,000
+ $500] of the depreciation is applicable to assets used by the DBOF but
financed by resources other than those available to the DBOF.)

Dr 6126 Depreciation of Real Property $ 450
Cr 1739 Accumul ated Depreciation on Buildings $ 250
Cr 1749 Accunul ated Depreciation on O her $ 200

Structures and Facilities

To record nonthly real property depreciationon on assets acquired with DBOF
financial resources.

3. Reduction of Invested Capital (Account 3211.2). The anounts to be
recorded in account 5790 shall be equal to the anount of depreciation/
depletion/anortization expenses recorded in the 6100 series of accounts that are
applicable to assets used by the DBOF but financed by resources other than those
available to the DBOF. In this illustration, those expenses total $1,500.

The following entry illustrates the use of this account:

Dr 3211.2 Assets Capitalized $1, 500
Cr 5790 Invested Capital Used $1, 500

To record, as a financing source, the monthly benefit received from the

use of non-DBOF assets. The benefit received shall be equal to the
depreci ation-expense recorded for those assets during the same period.

58-1-2 Addendum 1



4. CLOSING OF ACCOUNTS AT FI SCAL YEAR END

Dr 3321 Net Results of Cperations - DBOF $ 23,400
Cr 6126 Depreciation of Real Property $ 23,400
D 5790 Invested Capital Used $ 18,000
Cr 3321 Net Results of Operations-DBOF $ 18,000
Dr  1012.2 Funds Disbursed -
Capital Program - DBOF $108, 000
Cr 3211.4 Net Treasury Bal ance- DBOF $108, 000

5 NOTES:

a. Account 5790, "lInvested Capital Used,” should equal the anount of
depreciation expenses recorded for assets used by the DBOF but financed by
resources other than those available to the DBOF.

b. The balance in account 5790 should be reported within the “Revenues
and Financing Sources" section of the Statement of Operations on the line for
“Qther Revenue and Financing Sources.”

c. The accrued depreciationl expense should be reported within the
“Expenses” section of the Statement of Cperations on the line for “Depreciation
and Anortization.”

d. The Journal Voucher used to generate the third entry in paragraph
B.4. above to close general |edger account 1012.2, “Funds Disbursed - Capital
Program - DBOF" to general |edger account 3211.4 shall be retained indefinitely.
A copy of the Journal Voucher shall be forwarded to the Defense Finance and
Accounting Service-Ceveland Center. Upon receipt of the Journal Voucher from a
DBOF activity, the Defense Finance and Accounting Service-Ceveland Center shall
make the follow ng accounting entry:

Dr 3211.4 Net Treasury Bal ance-DBOF $108, 000

Cr 1013.2 Funds with Treasury -
Capital Program - DBOP $108, 000
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DEFENSE BUSI NESS OPERATI ONS FUND
CAPI TAL | NVESTMENT PROGRAM

PRQIECT JUSTI FI CATI ON AND ANALYSI S
(For Capital Investment Projects |ess than $100, 000)

1. Project Title:

2. Functional Process/Project Description:
3. Need/Requirenment/Qbjective Statement:

4. Workload Projections:

5 Aternative(s):

o« Status Quo
«Feasible Alternatives
- Alternative A
Alternative B (if applicable)

6. Cost and Benefits Display (see followi ng page)

7. Summary Information for Al Alternatives: (Nunbers in parentheses are keyed
to the Cost Conparison Format on the following page)

At. A At. B

Total Benefits (Current Dollars) (6)
I nvestment Cost (Current Dollars (7)
Payback (Yrs))

BIR (8)/(9)

Productivity Benefits: (Wrkyears)

8. Source and Derivation of Costs: (Provide conplete explanation, rationale,
and backup to support the project and ensure validation.)

9. Assunptions and Constraints: (ldentify significant assunptions and
constraints.)

10. Concl usions and Recommendati on:
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COST COVPARI SON FORVAT

*Limited to 6 years

Constant Dollars
(Base Year FY96) Current Dollars
(Inflated)
Operations Costs Benefits Benefits
E\;ah.!:gpn Status Quo Alternative A (Differential Costs) (Differential Costs)
eriod* .
(1) @ 3) 4) = (2)-(3) (5) = (4) x Infi. Fac.
FY96
FY97
FY9s
FY99
FY00
FYO1
Residual
Value ‘ .
Total $ XXX $ XXX $ XXX (8) $ XXX (6)
Investment Cost investment Cost
$ XXX (9) $ XXX (7)
Project Total
$ XXX

Repeat Cost Comparison Format for each alternative.
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DEFENSE BUSI NESS OPERATI ONS FUND
CAPI TAL | NVESTMENT PROGRAM

PROJECT JUSTI FI CATION AND ANALYSI S
(For Capital Investment Projects of $100,000 or nore)

1. Project Title:

2. Functional Process/Project Description:
3. Need/Requirenent/Chjective Statenent:

4. Workload Projections:

5 Aternative(s):

o« Status Quo .
e Feasible Alternatives

- Alternative A
- Alternative B (if applicable)

6. Cost and Benefits Display (see follow ng page)

Summary Information for Al Alternatives: (Nunbers in parentheses are keyed
to the Cost Conparison Format on the follow ng page)

At. A At. B

Total Benefits (Current Dollars) (7)
I nvestnent Cost (Current Dollars (8)
Payback (Yrs))

BIR (11)/(12)

Productivity Benefits: (Wrkyears)

8. Source and Derivation of Costs: (Provide conplete explanation, rationale,
and backup to support the project and ensure validation.)

9. Assunptions and Constraints: (ldentify significant assunptions and
constraints.)

10. Sensitivity/Uncertainty: (Anal yze the inplications of potential changes to
key paraneters on the costs and nonetary benefits for each alternative.)

11, Qher Quantifiable Benefits (non-monetary] and Intangible Benefits:
(Identity and discuss other quantifiable and intangible benefits that may help
to distinguish between alternatives with simlar economc indicator values.)

12.  Conclusions and Recommrendati on:
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ECONOM C ANALYSI S FORMAT

Net Present Value Constant Dollars
Constant Dollars (Discounted Dollars) {inflated)
(gase Year FY96)
Operations Costs denefits Benefits Benefits
Evaluati . . . L
”ggd . Status Quo Alternative A | (Differential Costs) (Differential Costs) (Differential Costs)
1 - - 4 isC.
(1) (2) 3) (8) = (2)-(3) (5) = {8)x Disc. Fac (5) = (4) x Disc. Fac
134
FYS7
FY98
FY99
FY0O
FYO1
FYQ2
. FY03
FY04
FY05 )
Residual
Value $ XXX $ XXX s XXX
TOTAL | §  xxx $ XXX $ XXX (9) $ XXX (11) $  Xxx (7
i
investment Cost investment Cost investment Cost
; XXX (10) o www ra 9 . wwe 4
3 AAA (1&) ? RRX (9)
‘Project Tota!
$ XXX

*Number of years based on projected econaomic life of the capital asset

(S - 20 years depending upon the asset's depreciation period)

Repeat Economic Analysis Format for each alternative.
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