Gen Ofiice of »
Ser Acquisition @ -
D Admmustranon Policy Washington, DC 20405 5 S 2@‘()

DEC |3 1985

Mr. John E. Byrne

Director

Office of the Federal Register
National Archives and Records
Administration

Washington, DC 20408

Dear Mr. Byrne:

Enclosed is a request for comment on a proposed change to
Sections 31,205~6 and 31.205-46 of the Federal Acquisition
Regulation (FAR) concerning company-furnished automobiles. The
FAR is codified in 48 CFR Chapter 1.

We request that the enclosed material be published in the
Federal Register according to the regular publication schedule.
Please advise us of the date of publication and comment due date.

If further information is required, please call me at 523-4755.

Sincerely,

Fioyeed €. e N B

MARGARET A. WILLIS
FAR Secretariat

Enclosure
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[BILLING CODE 6820-61-M)

DEPRRTMENT OF DEFENSE

GENERAL SERVICES ADMINISTRATION

NATIONAL AERONAUTICS AND SPACE ADMINISTRATION

48 CFR Part 31

Federal Acquisition Regulation (FAR); Company-furnished

Automobiles.

AGENCIES: Department of Defense (DoD), General Services Administration

(GSA), and National Aeronautics and Space Administration (NASA)

ACTION: Proposed rule.

SUMMARY: The Civilian Agency Acquisition Council and the Defense
Acquisition Regulatory Council are considering a change to Federal
Acquisition Regulation (FAR) 31.205-6, Compensation for personal services,

and 31,205-46, Travel costs, concerning company-furnished automobiles.

COMMENTS: Comments should be submitted to the FAR Secretariat at the
address shown below on or before [Insert date 30 days after publication in
the FEDERAL REGISTER)] to be considered in the formulation of a final rule.
ADDRESS: Interested parties should submit written comments to:

GENERAL SERVICES ADMINISTRATION

FAR Secretariat (VRS)

18th & F Streets NW., Room 4041

Washington, DC 20405
Please cite FAR Case 85-64 in all correspondence related to this issue.

FOR FURTHER INFORMATION CONTACT: Ms. Margaret A. Willis, FAR

Secretariat, Telephone (202} 523-4755,




SUPPLEMENTARY INFORMATION:

A. Background:

A provision contained in Section 911 of the Defense Procurement
Improvement Act of 1985 (Title IX of the DOD Authorization Act of 1986,
Pub. L. 99-145) specifies that, as a minimum, the cost principles
applicable to contractor costs of company-furnished automobiles shall be
clarified to define in detail and in specific terms those costs which are
unallowable, in whole or in part, under covered contracts.

The Defense Acquisition Regulatory Council and the Civilian Agency
Acquisition Council are proposing revisions to FAR 31.205-6, Compensation
for personal services, and 31.205-46, Travel costs, to implement the Act.
The proposed revisions state that the cost of contractor-owned or -leased
automobiles is allowable, if reasonable, to the extent that the automobiles
are used for company business. Additional proposed language states that
the portion of the cost of company-furnished automobiles that relates to
personal use by employees is compensation for personal services and is
unallowable. The Councils believe it is inappropriate for the Government

to reimburse contractor employees' personal costs at taxpayers' expense.

B. Regulatory Flexibility Act.

The proposed revisions to FAR 31.205-6{m} and 31.205-46(f) are not
expected to have a significant economic impact on a substantial number of
small entities under the Regulatory Flexibility Act {5 U.S5.C. 601 et. seq.)

because most contracts awarded to small entities are awarded on a

competitive fixed price basis and cost principles do not apply.




C. Paperwork Reduction Act.

The Paperwork Reduction Act (Pub. L. 96-511) does not apply because
this proposed rule does not impose any additional reporting or record-

keeping requirements on the public beyond those already requﬁred by the

Internal Revenue Code.

List of subjects in 48 CFR Part 31

Government procurement.

Dated: OEC | 3 @85 .
“ o

LAWRENCE J., RIZZI
Directoxr, Office of Federal
Acgquisition and Regulatory Policy




Therefore, it is proposed that 48 CFR Part 31 be amended as follows:
1. The authority citation for Part 31 continues to read as follows:
Authority: 40 U0.5.C. 486(c); 10 U.S.C. Chapter 137; and 42

U.S5.C. 2453(c).

2. Section 31.205-6 is amended by revising paragraph (m) to read as
follows:
31, 205-6 Compensation for personal services.

* * * * *

(m) Fringe Benefits.

(1) Fringe benfits are allowances and services provided by the
contractor to its employees as compensation in addition to regular wages
and salaries. Fringe benefits include, but are not limited tec, the cost of
vacations, sick leave, holidays, military leave, employee insurance, and
supplemental unemployment benefit plans. Except as provided elsewhere in
Subpart 31.2, the costs of fringe benefits are allowable to the extent that
they are reasonable and are required by law, employer-employee agreement,
or an established policy of the contractor.

{2) That portion of the cost of company-furnished automobilies
that relates to personal use by employees {(including transportation to and
from work) is unallowable regardless of whether the cost is reported as
taxable income to the employees (see 31.205-46(f}).

3. Section 31,205-46 is amended by adding paragraph (f) to read as

follows:
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31,205-46 Travel costs.
* * * * *

(£) Costs of contractor-owned or -leased automobiles, as used in this
paragraph, include the costs of lease, operation (including personnel},
maintenance, depreciation, insurance, etc. These costs are allowable, if
reasonable, to the extent that the automobiles are used for company
business. That portion of the cost of company-furnished automobiles that
relates to personal use by employees (including transportation to and from

work) is compensation for personal gervices and is unallowable as stated in

31.205-6 (m) (2}.
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Acquigilion Council and the Defense
Acquisition Regulatory Council are
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Acquisition Regulation (FAR) 31.201-2,
Determining allowability.
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rubmitted 1o the FAR Secretaria! at the
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FOR FURTHER INFORMATION CONTACT:
Ms. Margaret A. Willis. FAR Secretarial,
Telephone (207) 523-4755. -
SUPPLENENTARY INFORMATION:

A. Background
The General Accounting Office  «
iGAD). in 2 May 7, 1985, report entitled,
“improvements Needed in Department
ni Defense Procedures to Prevent
Reimbursement of Unallowable Coals
on Governmment Contracis,™
recommended 8 FAR revision that
would reduce differences and
rlisagreements among contractors,
GCovernment auditors, and contracting
sfficers; improve overhead negotiations;
and reduce inconsistent treatmen) of
costs under FAR 31.205. GAQ has
conchided that there are cosls which
may be made unallowable by one .
subsection of FAR 91.208, but n.lluwed
into the negotistion process by another
subsection. They believe that the
dorthcoming revision of FAR 31.205-1,
“YPublic relations and advertising costs,
id not go fer enough in eliminating the
imbngumes in the FAR which cause
Bontreciors, Covernmeni sudilors. and
contracting officers to have dillerent
mkrpremiom on sllowability.

. m lhe_

(Title IX of the DOD Authorization Act.
of 1868, Pub. L. 99-145) that requires cost
principle amendments to define in detail
and specific terms those costs which are
unafiowsble.

&
economic impact on a substantial
number of small entities under the
Regulatory Flexibility Act (5 US.C. am
et. seq.) becanse most contracts
awarded to emall entilies are awarded
on a compelitive fixed price basis and
cost principles do not spply,: .5 ... .
C Paperwerh Reduction Acl
do'i'he Papmoﬂ: Act [?ft*b. L. 96-511})

3 nol & k-
dditional .

T

nndnumma.nq,.
Lhuofsubimtnumrmn '

Governnent wmmt.
Dated: December 13, 1085,
Lawrence |, Mixd,
Director, Office of Fedwral Acquisition and
Reguiatary Policy. .
PART 3t—{AMENDED]

Therefore. it is proposed that t48 CFR .

* Parl $1-be amended as follows:

1. The authorlty citation fo. Part 31

S i
2 Section 31.201-2 {s amended by
adding paragraph (d) io read as follows:

31.201-2 Determining slliowablity.

[d} Costs made specifically
unallowable under any subsection of
51.203 are not allowsble under sny other

sections or subsections of Subpart 1.2, -

consi

wh.iehrequinthnamvll'

{DOD). Genarsl SBervices Administration:
{GSA), and Natlona} Aeronavtics and
Space Administration (NASA).

atTox: Proposed rule.

susMary: The Civililan Agency
Acquisition Councll lnsl the Defenss ...
ange to Federal
Acquisition Regulanon {FAR) 31.205-6,
Compensation for personal services, and
1.205-48, Travel costs, concerning
company-furnished automobiles.
COMMENTS: Comments should be
submitied to the FAR Secretariat at the
address shown below on or before
Janwary 21, 1086, to be considered in the
formrulntion of a final rule,

. ADORESS: Interested parties should
- .. submit writlen comments to: General
Bervices

Administration. FAR
Secretariat [VRS), 16tk & F Streets NW,,
Roum 4041, Weshirgion. DC 20405,

Pleass cite FAR Case 85-84 in all

~dmrespondence relsted to this issx

POR PUSTHER mm Gﬂ'ﬂ’lﬁ"l"
Mas. Margaret A. Willis, FAR Secretarist.
Teleghone [202) 5234755,
SUPPLEMENTARY INFORMATION:

A. Background

A provision conlained in section 913
of the Defense Procurement
Improvemen: Act of 1985 [Tile IX of the
DOD Authorization Act of 1986, Pub. L
99-145} specifies that, as & minimum, the

~" - oost principles applicable te contractor
. aoats'of company-fumnished sulomabiles

shall be clarified to define in detail and
in specific terms those costs which are

unallowable, in whole or in part, under
covered contracts.

The Defense Acquisition Regulatory
Council and the Civilian Agency
Acquisition Council are proposing
revisions to FAR 31.205-8.
Cowpensation for personal aetvices, and




