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Government-owned-contractor-operated activity but the wording was
not entirely clear. The change made clarifies the fact that a Govern-
ment-owned-contractor-operated activity is not to be regarded as a
Government commercial or industrial activity for purposes of the
Circular.
Paragraph j—=Scope

4.c. The words “professional staff’ that were contained in the earlier
Circular have been eliminated. Paragraph J.c. is intended to exempt
various kinds of staff advisory services which are so intimately related
to the processes of top management and control of Government pro-
grams 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 necessarily related intimately to top management and control of
Government programs. The change will clarify the meaning of this
subparagraph.

Paragraph 6—Cost 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 Govern-
ment providing for its own needs, cost comparison studies should be
made before deciding to rely upon a commercial source. However, the
changed wording also malkes it clear that cost studies will not be re-
quired if in-house provision of the product or service, or commercial
procurement thereof, is clearly justified in accordance with other pro-
visions of the Circular. '

A new unnumbered paragraph has been added to provide guidelines
for applying provisions of the Circular to purchase vs lease of equip-
ment, and to construction of buildings »s acquisition under lease-con-
struction arrangements. The paragraph requires a determination of
the difference in costs under the alternatives, and application of the
principles set forth in the Circular in making judgments in these
areas.

6.a. A sentence has been added providing that if discontinuance of a
Government commercial or industrial activity will result in premature
retirement of Government employees, and will cause a significant in-
crease 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 simplieity in mak-
ing 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 recog-
nition of all such additional or incremental costs.

6.c.(1). (Paragraph 6.b.(1) in the earlier Circular). Some addi-
tional wording has been added to clarify, in connection with personal
services and benefits, that the full cost to the Government of retire-
ment systems should be included.



