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Serv~~s (]~~~Gen0 D Administration 

Office of 
Acquisition 
Policy 

() 
Washington, DC 20405 d~-. ?&c) 

DEC I 3 1985 

Mr. John E. Byrne 
Director 
Office of the Federal Register 
National Archives and Records 
Administration 

Washington, DC 20408 

Dear Mr. Byrne: 

/) 
\ · i''v 

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, 

~Jc.!f~ 
MARGARET A. WILLIS 
FAR Secretariat 

Enclosure 

. ·- · ... -



[BILLING CODE 6820-61-M] 

DEPARTMENT 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 ~arties 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.S.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 required by the 

Internal Revenue Code. 

List of subjects in 48 CFR Part 31 

Government procurement. 

Dated: DEC I 3 1985 

LAWRENCE J. RIZZI 
Director, Office of Federal 
Acquisition and Regulatory Policy 
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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 u.s.c. 486(c); 10 u.s.c. Chapter 137;- and 42 

u.s.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 to, 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: 



·' 

31.205-46 Travel costs. 

* * * * * 
(f) Costs of contractor-owned or -leased automobiles, ~s 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 services and is unallowable as stated in 

31.205-6(m) (2). 
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D£PAIJniEHT Of DEFENSE 

NATlONAL AERONAUT1C$ AND 
SPACE ADMINISTAAT10N 

41CM,.,.I1 

Feder~~~ Acqulaltlon R-euletlon (FAR); 
unanowable Coat. Under FAR 31.205 

A ~ OfCtiS: Department of Defense 
{DoD), Ge:1eril Service• Administration 
(GS!\ ). and N•tional Aeronautic• and 
Space Adrr:iniatration (NASA). 
ACTION: Proposed rule. 

Con::i.~tly, ~..:::~decl that To lluetrata, a coatractor'1 donation to 

::t;r;Ttllltl.1nlar=J'"' .. ~~ !ara 
acS.rDJMIIatlaafJIPAitn.a ~~~nat 
Selected coeta. caanot be aDowable • ellowablt ..-II.JII&..U oa the b.tit 
under any other eection ofF AR S.bpart that the objective of the coatribution 
11.2. •u to maprove .. ploy.....,ployee 

The DefeDII Acqulaidoa Rep!..., ,...tiona. na lhouP thit 11 a aenerally 
Council aad the Civiliaa A,cDC)' .. .UO.able _.. ob6actfva under 31.205-
Acquieitfon Council concurred wtda the 11. • · 
CAO recommendation and ere 
propoaina a revision of FAR 31.201-Z. 
Detennining aUowability, to lmpleaent 
that recommendation. 'llle propo.ed 

11'R Doc. 15-ZIV7t FUed 12-1~; u s • mj 

revision includes an example that 41 CFA Part 31 
Uluttrates the meanina and intent of the 
FAR revitlon. 

The propoted revition alto compUea Federal Acquleltion Regulation (FAR); 
c:omp.nr-:rurnfahecf Automobflea with the proviaion of the DeleDM 

SUMMARY: The Civilian A,ency Procuremeatlmprovemeal Ad ol1115 ...-c:•a: Deputmeat of Defenee 
Acquisition Council and the Defen.e (Title IX of the DOD Authariaatloa Act (DOD), c.n.r.1 s.mca. Admmfttretion· 
Acquisition Rqulatory Council are of tees. Pub. L ._145) that nqubw at (CSA), and Natiooal Ammautict and 
considerina a change to Federal principle am~dmenta to define lD ct.lail s,.ce AdmlnistraUon (NASA}. 
Acquisition Regulation (FAR} 31.201-2. end apeclfic tennt thoae com which an 
DP. tennining allowability. unallowable. AIC'nON: Proposed rule. 

COMIIU'TS: Commcnta should be a. ....... .., F'laiiiUitJ Act .. •-uv: Tbe Civilian Aaency 
~ubmitted to the FAR Secretariat at the : . , . f , il ·- . Acquilition CoUDdJ ~the Defen~.,:, .. 

i~d=~~.0~~~ob:':nO:i:::dinthe ··;=-=~"'e:.:::::=-2· ·=~~~~~.,. :\ .... 
fnrmulation or a final rule. economic impact on a •ubttantial Acquisition Reaulalion (FAR) 31 .20~. 
AOOMSS: Interested parties ahould number or amaU entitin under the Com u· I I . d 

R-ulato"" F1•x!bW'rv Act (S U.S.C. _ penn on ,or peraona aervaces, an 
submit written comments to: General - .. ., ~ , _,. - ~ Travel ........ conc•nu'ng 
Services Administration, FAR et. aeq.} becaOH moat contracta .com.~pany fumJ'•he....,.d a .. utomob",·les 

awarded to amall entities are awarded • • · ~ecretariat (VRS). 18th a F Street• NW., COIIIIIUITS: Comments ahould be 
Room 4041. Washington. DC liMOS. on a competitive fixed price b.al.a and nbmlttad to the FAR Secretariat ar rhe 

Please cite FAR Caae as-& in all co.t principia~~ ~~6~i;' ''l-' • .. · •. acSdreN &bown belo• on or befor. 
r::IJrreapondence related to this i.asue. c Pap ..... a.lucttaa Act · ,.._, 21. uee. to be cooaidered in the 
FOIIt fURTHER tNI"O~~noet CONTACT:. The Paperwork Act {Pub. L 8&-SU) formulation of a final rule. 
~Is . Margaret ~· \\: ilha. FAR Secret.anat, ~s DOtapplr ta1_r. ~ .,.; · ~ JDtereated parties should 
• elephone (20:) 513-4755. .-.. 1,_.,_, ;, , ·.nle do. ~= == = •.. . : . . submit writlea commenta to: General 
su~MPITMY lfWOftMATION: . '~~~.!:1 .·~or~ reqUIN....t'li·.·: left-tee. Adm!Di~alion. FAR . 
\ ...,...._. c. t!ae.public which require the approval Secretariat (VRS), 18th a F Streets NW., 
. • f1l ota·uct.r .. U~J!IOl,eL.... _":· ~toe=~ Wubiqton. DC 20405. 

The General Accountina Office • · · · ,.. dte FAR Cu ~ f II 
(GAO), in a May 7.19&5, report enWled. U.t or&ubjeda IA•Crahrtll · .·· ... • . ~a .• 

. - -~··'· · . ........,...pondence relete<l to thJJISC~c. 
"Improvement• Needed iD Departmat Conmma& ~'·· •. .. · ·· ~ _ __:__ ....~AnG.C cO.ri-ACT: 
roi Defense Procedures to Prevent ~ ..._,._ 
RP-imburaement of Unallowable Costa Dated: Decetllbet 13.11U.. tM. t.fll'aaril A. Willia. FAR Secretariat. 
on Government Contra cit," ......._ J.llbad, Telephone (202) 5:3-4755. 
recommended a FAR revision that Diiw:tor. Of!icl! 1:1/ F~ra/ Acqui.oi:ion end ~RIIINTAAY JNifORMATlON: 
would reduce differences and Rl!lulldo.;· Nky. 
riisagreemenft among contractors, PART S1-(AIIENO£D) · 
Government auditors. and contractlna 
=- ffic.ers: lmpro\·e overh•d Deac>tiationt: 
and reduce inconsistent treatment or 
costa under FAR 31 .205. CAO has 
concluded that there are coati which . 
may be made uneUowablc by one : ~ 
eubHctioa of FAR S'J.D, but allowed · 
Into the nesotlatlon proceu by another 
tubsection. They believe that the 

;

rthcornina reviaion of FAR 31 .~1. 
· bile relatlona and advertiaing coats, 
· d not go far enough In eliminating the 
'8mbiauities fn the FAR which cauee 
\Ontractora. Government a uditors, and 
c:QptracUn~ officera to have different 
interpretation• on ·anowablllty . ... 

· n..rwror..tt II propOMd tbat '41 C2'R . ~ 
- Part 31-be 'amended aa follow•: 

1. The authority citation fo; P.rt S1 
contiDMI ~ .. tr'..t'--a: 
4~· ~111i~~J4{JJ'C. ·; · ~~~-·· ·· 

CMpt.r t11:..., .. u.s.c.. ~c). .. . . 

z. Sedion 11..201-2 t. amended by 
addlna paraaraph (d) to re•d at follows: 

11.201-2 Determining alowabllty. 
• • 

(d} Costa made specifically 
unallowable under any t ubaection of 
31.208 IN not allowable under anJ otbe 
aecUona o; •ubaectfou of Subpart ., .!. 

A. a.c.kpowJd 

A provision contained In aecfion 911 
ol the Defenee Procurement 
lmprovemen: Act of 1985 (Title IX of the 
DOD .A.uthorization Act of 1986. Pub. L 
t8-14S) apecifiet that,.P. a minimum. ~e 
ooet principle• applfca61t to contractor · 
_...el.company-fumiahed automobiles 
ellall be dlrified to define in detail 1nd 
ta apeclflc tenna those cotta ~·hich are 
unallowable, lD whole or in par!, ;.nder 
covered contrecta. 

ne Defense Acquisition Reguli!!CTY 
Cot:ncil aad the Civilian Agency 
A.Gqaialtion Council are proposi:lg 
,..._. l.o FAR 31..2.05-6. 
co.;.naatlon ror penon a! aef.\'iCel, and 


