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made clarifies the fact that a Government-owned, contractor-operated activity is
not to be regarded as a Government commercial or industrial activity for pur-
poses of the circular. :

PARAGRAPH 4—SCOPE

4.c. The words “professional staff” that were contained in the earlier circular
have been eliminated. Paragraph 4.c. is intended to exempt various kinds of staff
advisory services which are so intimately related to the processes of top manage-
ment and control of Government programs that the general provisions of A-76
favoring reliance upon commercial sources should not be applicable. The term
“professional staff” was so broad that it could be interpreted to apply to a large
variety of services which are commercially available and which are not neces-
sarily related intimately to top management and control of Government pro-
grams. The change will clarify the meaning of this subparagraph.

PARAGRAPH G—Co0sT COMPARISONS

A change is made in the third unnumbered paragraph to make clear that if
there is reason to believe savings can be realized by the Government providing for
its own needs, cost comparison studies should be made before deciding to rely
upon a commercial source. However, the changed wording also makes it clear
that cost studies will not be required if in-house provision of the product of serv-
ice, or commercial procurement thereof, is clearly justified in accordance with
other provisions of the circular.

A new numbered paragraph has been added to provide guidelines for applying
provisions of the circular to purchase versus lease of equipment, and to construc-
tion of buildings versus acquisition under lease-construction arrangements. The
paragraph requires a determination of the difference in costs under the alterna-
tives, and application of the principles set forth in the cireular in making judg-
ments in these areas.

6.2. A sentence has been added providing that if discontinuance of a Gov-
ernment commercial or industrial activity will result in premature retirement
of Government employees, and will cause a significant increase in retirement
costs to the Government, such increased costs should be added to the cost of
procurement from commercial sources.

6.b. This is a new subparagraph. It provides that costs which would tend to
be the same for both Government and industry need not be measured and included
in comparative cost analyses (for example, bid and award costs and operating
costs under lease-purchase alternatives). The change is made in the interest of
economy and simplicity in making cost comparisons.

6.c. (Paragraph 6.b, in the earlier circular). A sentence has been added to
clarify the fact that the incremental method of costing is to be employed and to
emphasize the importance of a realistic recognition of all such additional or
incremental costs. '

6.c.(1). (Paragraph 6.b.(1) in the earlier circular). Some additional wording
has been added to clarify, in connection with personal services and benefits, that
the full cost to the Government of retirement systems should. be included.

6.c.(8). (Paragraph 6.b.(6) in the earlier circular). A sentence has been added
to make clear that appropriate recognition should be given to estimated residual
or salvage value of facilities or equipment in computing depreciation.

6.c.(7). (Paragraph 6.b.(7) in the earlier circular.) This paragraph has been
rewritten to provide that the computation of interest for any new or additional
capital to be invested will be based upon the average rate of yield for long-
term Treasury bonds as shown in the current monthly Treasury Bulletin. Also,
the method of computation suggested would provide for reduction in the capital
investment to which interest is applied as the asset is depreciated. The purpose of
the change is to clarify the rate and source of interest to be charged and to
provide guidance as to the principal to which it is to be applied. The suggested
rate is a readily available measure of the current cost of money to the Govern-
ment and the provision for reducing the balance to which interest is applied is
considered reasonable because the interest cost should not go on indefinitely.

6.c.(8). (Paragraph 6.b.(8) in the earlier circular.) A change in wording
has been made to clarify that Government costs should include any additional
indirect costs incurred for such activities as management and supervision,
budgeting, accounting, personnel, legal, and other applicable services.




