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29-May-1996  02:11pm

FROM:

David C.  Childs




Office of Mgmt and Budget, BASD

SUBJECT:
CIRCULAR A-76 UPDATE II

1.  This memorandum is addressed to agency A-76 Points-of-Contact and is provided for your information only.

2.  Attachment 1 is an electronic copy of OMB Circular A-76 Transmittal Memorandum No.  16, published in the May 29, 1996, ' Federal Register at page 26939.  It updates the Federal pay raise assumptions and inflation factors used for computing the Government's in-house personnel and non-pay costs, as generally provided in the President's Budget for Fiscal Year 1997.

3.  Attachment 2 is a DRAFT data call currently in clearance.  It requests that agencies develop a revised and updated A-76 inventory of commercial activities.  The proposed submission date for the updated inventory is September 13, 1996.

4.  There continues to be some confusion over the use of the 12 percent overhead factor provided by the Revised Supplemental Handbook.  This figure does not represent local, in-house, supervisory or staff overhead, which should be fairly allocated to Line 1 as a direct cost - since either the position will be eliminated or the job itself will be changed (in workload or scope) by a conversion.  The 12 percent factor, represents the competitive costs of common corporate overhead at the general management or headquarters level.  Both are competitive costs and represent changes in the type or amount of support given.

May 23, 1996

Circular No.  A-76 (Revised)

Transmittal Memorandum No.  16

TO THE HEADS OF EXECUTIVE DEPARTMENTS AND AGENCIES

SUBJECT:  Performance of Commercial Activities

This Transmittal Memorandum updates the Federal pay raise assumptions and inflation factors used for computing the Government's in-house personnel and non-pay costs, as generally provided in the President's Budget for Fiscal Year 1997.  However, because the 1997 Budget did not specify 1998-2002 pay raises for civilians, for purposes of A-76 cost comparison determinations only, the civilian pay raise percentages for 1998-2002 shall be assumed to be the same as the military pay raise assumptions for the corresponding years as shown below.  Similarly, the non-pay inflation factors are for purposes of A-76 cost comparison determinations only.  They reflect the generic non-pay inflation assumptions used to develop the FY 1997 budget baseline estimates required by law.  The law requires that a specific inflation factor (GNP fixed-weight FY/FY index) be used for this purpose.  These inflation factors should not be viewed as estimates of expected inflation rates for major long-term procurement items or as an estimate of inflation for any particular agency’s non-pay purchases mix.

The following factors should be applied per paragraph B, pages 19-21 of the OMB Circular A-76 Revised Supplemental Handbook (March 1996).
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Geographic pay differentials received in 1996 shall be included for the development of in-house personnel costs.  The above pay raise factors shall be applied after consideration is given to the geographic pay differentials.  The pay raise factors provided for 1997 and beyond shall be applied to all employees, with no assumption being made as to how they will be distributed between possible locality and ECI-based increases.

These updates are effective as follows: all changes in the Transmittal Memorandum are effective immediately and shall apply to all cost comparisons in process where the Government's in-house cost estimate has not been publicly revealed before this date.

Agencies are reminded that OMB Circular No.  A-76, Transmittal Memorandum 1 through Transmittal Memorandum 14 are canceled.  Transmittal Memorandum No.  15 provided the Revised Supplemental Handbook, dated March 1996 (Federal Register, April

1, 1996,pages 14338-14346).

MEMORANDUM FOR HEADS OF EXECUTIVE DEPARTMENTS AND AGENCIES

FROM:


Alice M.  Rivlin

SUBJECT:

Performance of Commercial Activities

Office of Management and Budget (OMB) Circular A-76, "Performance of Commercial Activities," Transmittal Memorandum No.  15, dated March 27, 1996, issued the Circular's Revised Supplemental Handbook.  In accordance with the Revised Supplemental Handbook, agencies are requested to submit an updated inventory of their commercial activities.  Inventories should be received by OMB not later than September 13, 1996.

As a matter of policy, agencies have two types of functions performed by Federal employees: those that are inherently governmental and, therefore, cannot - in any case - be contracted, and those that are commercial in nature.  The decision that a particular function is inherently governmental or commercial rests on a number of factors, as outlined in the office of Federal Procurement Policy (OFPP) Policy Letter 92-1, dated September 23, 1992.  Commercial activities may or may not be subject to the cost comparison requirements of Circular A-76, depending upon how they are inventoried and the application of criteria provided by the Revised Supplemental Handbook.

Agencies are requested to submit a written summary of their inventories of-commercial activities.  This summary should identify FTE by function code (see Appendix 2 of the Revised Supplemental Handbook).  For each function code, agencies should identify the FTE that are subject to cost comparison and those that are otherwise exempt from the cost comparison requirements of the Circular.  In addition, agencies are requested to identify the approximate number of FTE that will be submitted to cost comparison (bid opening) in Fiscal Years 1996, 1997 and 1998.

The last time OMB called of an inventory of commercial activities was in 1987.  Agencies should use this updated inventory to establish opportunities for generating reinvention and competition savings.  We request that agencies consult with employees and involve them and the earliest possible stages of the inventory and cost comparison process.

Your attention to this matter is appreciated.  Please contact Mr.  David Childs, Budget and Analysis and Systems Division, at (202) 395-6104, should you have any questions during the development of your A-76 commercial activities inventory.

