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DEPARTMENT OF DEFENSE
GENBRAL SERVICES

on Regulation {(FAR);
ts Under FAR 31.205

(GSA), and National\Aeronautics and
Space Administration{NASA).

Acquisition Council and th
Acquisition Regulatory
considering s change to Fed
Acquisition Regulation (FAR} §1.201-2.
Determining allowsbility. ]
COMMENTS: Comments should béy
submitted to the FAR Secretariat
addreas shown below on or before
January 21, 1888. to be considered in
formulation of a final rule.
ADDAEST: Interested parties should
submit written comments to: General
Services Administration. FAR
Secretariat (VRS), 18th & F Streeta NW,,
Room 4041, Washington, DC 20405.

Please cite FAR Case 8563 in all
correspondence related to this issue.
FOR FURTHER INFORMATION CONTACT:
Ms. Margaret A. Willis, FAR Secreiarist,
Telephone (202) 523-4755.

SUPPLEMENTARY INFORMATION:

A. Background
The General Accounting Office
(GAO), in 8 May 7. 1985, report entitled,
“[mprovements Needed in Department
_of Defense Procedures to Prevent
Reimbursement of Unallawsable Costa
cn Governmeni Cantracta,™
recommended & FAR revision that
would reduce differences and
disagreements among contractors,
Government auditors, and condracting
cfficers; improve overhead negotistions:
and reduce inconsistent treatment of
costs under FAR 31.205. GAQ has
concluded that there are costs which
may be made 1nallowable by one
subsectian of FAR 32,205, but allowed
into the negotiation prucess by another
subsection. They believe thal ihe
forthcoming revision of FAR 31.205-1,
Public relations and advertising costs,
did not go far enough in eliminaling the
ambiguities in the FAR which cause
contractors, Government auditors, and
contracting officers to have different
interpretations on allowability.

Consequently, they recommended that
tbe FAR should be amended so that any
cost made specifically unallowable
under any subsection of FAR 31.205,
Selected costs, cannot be allowable
under any other section of FAR Subpart
31.2,

The Defense Acquisition Regulatory
Council and the Civilian Agency
Acquigilion Council concurred with the
GAQ recommendation and are
proposing a revision of FAR 31.201-2,
Determining allowability, to implement
that recommendation. The proposed
revision includes an example that
illustrates the meaning and intent of the
FAR revision. ;

The proposed revision also complies
with the provision of the Defense
Procurement Improvement Act of 1985
(Title I1X of the DOD Authorization Act
of 1588, Pub. L. 9#3-145) that requires cosd
principle amendments to define in detail
and specific lerms those costs which are
unallowable.

B. Regulatory Flexibility Act

The proposed change to FAR 31.201-2
is not expected to Lave a significant
economic impaci on a substantial
number of small entities under the
Regulatory Flexibility Act {5 U.5.C. s01
el. seq.) because most contracts
awarded to small entities are awarded
on & competitive fixed price basis and
%st principles do nst apply.

% Paperwork Act [Pub. L. 86-511)
does kot apply because this proposed

s not impose any additional
reporting or recordkeeping requirements
blic which require the approval
der 44 L1.5.C. 3501 et. seq.

jogts In 48 CFR Part 31

Director. Cffice of |
Regulatory Policy.

Therefore, it is propog
Patt 31 be amended as fgllows:

1. The authcrity citatiol for Part 33
conticues to read as followgs:

Authority: 40 U.S.C. 485{c); 14U.5.C.
Chapter 137; and 42 U.S.C. 2433(§-

2. Section 31.201-2 is amendid by
adding paragraph (d)] fo read asffollows:

31.201-2 Determining aflovisbility.
{d) Costs made specifically
nnallowable under any subsection of
31.205 are nol allowable under any otf
sections or subsections of Subpart 31.2,

o illustrate, & contracior’s donation lo
olarship Fund for the family of a
decedwgd emiployee that is specifically
unallo le under 31.205-8, is not
allowable Ingler 31.205-13 on the basis
that ke objectg of the contribution
was to improve employer-employee
relations, even thouM this is a generally

[FR Doc. 85-20974 Filed 12-18-85;
ELLIMG CODE S520-41-48

48 CFR Pant 31

Federal Acquisition Regulation (FAR);
Company-Furnished Automoblles

AGENCIES: Department of Defense
{DXD), General Services Administration
(GSA), and National Aeronautics and
Space Administration (NASA).

ACTION: Proposed rule.

suumany: The Civilien Agency

Actquisition Council and the Defense

Acquisition Regulatory Council are

considering a change to Federal

Acquisition Regulation (FAR) 31.205-8,

Compensation for persconal gervices, and

31.205-48. Travel costs. concerning

comeany-furnished automobiles.

€ MENTS: Comments should be

51 nitted to the FAR Secretariat at the

ad..onss shown beluow on or before

Ja: -:ary 21, 1886, to be considered in the

fu-~ulation of a final rule.

AL LIESS: Interested pariies shonid

au- it wrilten coiaments to: General

Services Administration, FAR -

Se-rotanat (VES), 18ih & F Sureets NW,,

Room 4341, Washington, BC 20405.
Please cite FAR Case 85-£4 in all

ccrrespondence related to this issue.

ROR FURTHER INFORMATION CONTACT:
Ms. Margaret A, Williz, FAR Secretariat,
Telephone (202) 523-4753.
SUPPLEMENTARY INFOAMATION:

A. Background

A provision contained in section 811

Improvement Act ¢f 1735 (Tide IX of the
DOD Authorization Act of 1936. Pub. L.
99-: 43} specifizs ti:al, as a minimum, the
cos! principles «poiicable to coniractor
costs .l company-furnisked automobiles
shal! be clanfed ta define in detail and
in specific lemas thusa costs which are
unajlowable, in wlisle or in part, under
covered contracts.

The Defense Acquisition Regulato.y
Council and the Civilian Agency
Acquisition Council are proposing
revisions to FAR 31.205-8,
Ccmpensation for personal setvices, and
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31.205-46, Travel coste, to implement the
Act. The proposed revisions siate that
the cost of contractor-owned or -leased
automobiles is allowable, if reasonable,
to the extent that the atomobriley mre
used w?mpmy bnsines:s“ A&rﬂmﬂoml
propo anguages states
portion of the cost of company-furnished
aptomobiles that relates to personal use
by employees is compensation for
personal services and is anallowable,
The Councils believe it is inappropriate
for the Government to reim
contractor employees” personal costs at
texpayers’ expensa.
B. Regulatory Flexibility Act
" The proposed revisions to FAR
31.205-8(m) and 31.205-46(f) are nol
expected to have a significant economic
impact on a substantial number of smali
entities under the Regulatory Flexibility
Act (5 US.C. o0 et. 52q.) because most
contracts awarded to email entities are
awarded on & compatitive fixed price
basis and cost principles do not apply.
C. Paperwork Reduction Act

The Paperwerk Reduction Act {Pub. L.
96-511) does not apply because this-
proposed rule does not impose any
additional reporting or recordkeeping
requirements on the public beyond those
already required by the Internal
Revenue Code.
List of Subjects in 48 CFR Part 31

Government procuremeant,

Dated: Diecember 13, 1088,
Lawrance |. Rixxi,
Diractor, Office of Federal Acquisition and
Regulotory Policy.

. PART 31—{AMENDED)

Therefore, it is proposed that 48 CFR
Part 31 be amended as follows:

1. The autharity citation for Part 31
continues to read as follows:

Authority: 40 1.3.C. safic); 10 U.5.C.
Chapier 137; and 42 US.C. Z453{c}. -

2 Section 31.205-8 is amended by
revising paragraph (m} to read as
follows: .
312058 Compensation for personal
services.

(m} Fringe Benefits. (1} Fringe benefits
are allowances and services provided
by the contractcr to its employees as
compensation in addition to regular

. wages and salaries. Fringes benefits
include, but are not limited to, the cost
of vacations, sick leave, kolidaye,
military leave, employee insurance, and
supplemental unemployment benefit
plana. Except as provided elsewhere in
Subpart 31.2, the costs of fringe benefits

_formulation of a final rule.

are allowable to the extent that they are
reasoneble and are required by law,
employer-employee agreement, or an
established policy of the contractor.

(2) That portion of the cosl of
company-furnished automobilies that
relates to personal use by employees
{including transportation to and from
work]) is unaliowable regardiess of
whether the cost |s reported as taxable
income to the employees (see 31.205-
“{39 ]Sm:tion 31.205-45 is amended by
adding paragraph ([} to read as follows:

3120548 Travel costs.
L] L * L] L]

(f} Costa of contractor-owned or -
leased automobiles, as used in this
paragraph, include the cosis of lease,
operation (including personnel},
maintenance, depreciation, insurance,
etc. These costs are allowable, if
reasonsble, to the extent that the
aulomobiles are uaed for company
business. That porlion of the cost of
company-furnished automobiles that
relates to personal use by employees
{including transportation (o and from
work} is compenssation for personal
services and is unallowable as stated in
31.205-8(m)(2).

fFR Doc. 8529075 Filed 12-18-85; 8:48 am]}
NLLNG COOE SRD0-4 -8

partment of Defense

ral Services Administration
tional Aeronautics and
tration (NASA}

(DODY}, Ge

(GSA), and
Space Adm
ACTONE Proposed rule.

sumMMARY: The Clyilian
Acquisition Coundj} and Defense
Acquisition Regulatory Council are
considering a changa to Federal
Acquisition Regulatioy (FAR) 31.205-14,
Entertainment costas, t
Congressional direction
coats of membership in &
and countiry clubs.

submitied to the FAR Secret
address shown below on or
January 21, 1868, te be conside

submit written comments to;: Genelgl
Services Administration, FAR

Secretarial (VRS), 18th & F Streets
Room 4041, Washington, DC 20405.

ease cite FAR Case 85-65 in all
spondence related to this issue.

HEA INFORMATION CONTACT:
argaret A. Willis, FAR Secretariat,

The Befense Acquisition Regulaiory
Council’and the Civilian Agéncy
Acquisition Council are considering a
change to FAR 31.205-14, Enteriainment
costa. The change under consideration is
designed b prohibit Government
reimbursement of the coats of contracior
membersh%s in social, dining, or
country clubs or organizations. The
proposed change is based on the
Defense Improvement Act of 1985 (Title
IX of the DOP Authorization Act of
1886, Pub. L. $9-145) and is considered
necessary to ansire that only
reasonable costs are paid under
Government cgniracts.

B. Regulatory Flexibility Act

The proposed changes to FAR 31.205-
14 are not expecied to have a significant
economic impaet on @ substantial
number of amall entities under the .
Regulatory Flexibility Act {5 U.5.C. 601
et. seq.) because niost contracie
awarded to small éntities are awarded
on a competitive fixed price basis and
cost principles do npt apply.

C. Papsrwork Reduction Act

The Paperwork Reduction Act [Pub, L
86-311) does not apply because thig -
proposed rule does nat impose any
additional reporting o recordkeeping
requirements on the public which
require the approval of OMB under 44
U.5.C. 3501 et. seq. The‘proposed rule
merely clarifies the aliowability of
certain membership costs incurred by
contractors. Contraciors siready
separately record membership costs in
the normal course of business and such
existing information provides an
adequate baaia for compliapce with the
proposed rule. [

List of Subjects in 48 CFR Pirt 31
Government pmcurement,
Dated. December 13, 1088,

Regulatory Poiicy.
PART 31—~{AMENDED]

Therefore, it is proposed that
Part 31 be amended as follows:
1. The authority citstion for Pagt 31
continues to read as followas:

Authority: 40 US.C. 488{c) 10 US.C,
Chapter 137; and 42 U.5.C. 2483(c).




