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ent of Defenee 
(DoD), General Se ·cea Ad.miniatration 
(GSA), and ~a tiona eronautlca and 
Space Adrr.inlatratlon NASAJ. 
ACTION: Propoaed rule. 

8UMMAitY: The Civilian 
Acqul1ition Council and Defense 
Acqui1itlon Regulatory Co cU are 
con1idering a change to Fed al 
Acqui1ition Regulation (FAR) 1.201-2. 
Determining allowabillty. 
COMMINTS: Comments ahould b 
1ubmitted to the FAR Secretariat 
addre11 1hown below on or before 
January 21, 1986. to be con1idered ID e 
formulation or a final rule. 
ADOnstl: lntereated partfe1 st.ould 
submit written comments to: General 
Services Admini1tration. FAR 
Secretariat (VRS), 18th • F Streets NW .• 
Room 4041, Washinston. DC 20405. 

Please cite FAR Case 85-Q ln aU 
correspondence related to thia laa-. 
fOR F\Ht'ntllt IN,OitMA1'101f C:OWfACT: 
Ma. Margaret A. Willis, FAR Secretariat. 
Telephone (202) 5Z3-4755. 
SU..UUEHTARV IWORMATION: 

A. Badc.pound 
The General Accounting Office 

!GAO), in a May 7. 1985. report Cltitled. 
"lmprovementa Needed in Depart.mtnt 
of Defen1e Procedures to Prevent 

· ReimburaelrWlt of Unallowable Coeta 
en Govenunent Co.Dtncta. .. 
recommended a FAR revision that 
would reduce differences and 
disagreements among contractor-. 
Government auditors. and contracting 
officers: improve overhead nepiaUoaa; 
and reduce lnconliatent treatment or 
costa under FAR 31.205. GAO has 
concluded that there are co1t1 which 
may be made ."lDaUowable by one 
1ub1ectioJl of ,AR :n.205, but allowed 
into the nesotiation procell by another 
subsection. They believe that the 
forthcomins revision of FAR 31.W5-1, 
Public relations and adverti1ing costs. 
tliu not so far enough in eliminating the 
a:nbiguities in the FAR which cause 
contractors. Government auditors, and 
contracting officers to have different 
interpretation• on aUowability. 

Consequestlly. they recommended that 
tb& FAR ahould be amended so that aay 
cost made specifically unallowable 
under any IUblection or FAR 31.206. 
Selected co1t1. cannot be allowable 
under any other eection of FAR Subpart 
31.2. 

The Defense Acquisition ReguJatorJ 
Council and the Civilian Agency 
Acquisition Council concurred with tbe 
GAO recommendation and are 
proposing a reviaion of FAR 31.201-Z. 
Determining allowability, to implement 
that recommendation. The propo.d 
revision includes an example that 
illustrate~ the meaning and intent of the 
FAR revision. . 

The propo1ed revision also complies 
with the provision of the Defense 
Procurement Improvement Act of1985 
(Title IX of the DOD Authorization Act 
of 1986, Pub. I.. 99-145} that require. c~ 
principle amendments to ddine In detail 
and specific terms tho1e costa which .,. 
unallowable. 

B. Replatory Fl~xibility Act 
The proposed change to FAR 31.201-2 

Ia not expected to have a aignificurt 
economic impact on a aubstantial 
number of small entitie1 under tha 
Regulatory Flexibility Act (5 U.S.C. 1M 
et. seq.) becauae most contracts 
awarded to small entitiel are awarded 

n a competitive fixed price basis and 
st principle• do n:;t apply. 

C penvodc Reductioa Act 
Paperwork Act (Pub. I.. 96-.nl) 

does ot apply ~a use t.'ll1 propoaed 
rule d s not impose any additional 
reportin or recordkeeping requirements 
on the p lie which require the approval 
of ot.m er 44 u.s.c. 3501 et. •eq. 

Ust of Subj taln 48 CFR Part 31 

Dated: Decem r 13. 1985. 
Ln"ltiiiQ J. Riui. 
D1:'Y!ctor. Office of 
Rl'!galolory Policy. 

The!efore, it ia prop ed thet 48 CFR 
Part 31 be amended at l!ows: 

1. The authcrity citlltio for Pert 31 
contil:ues to read as folio 

Authority: 40 U.S.C. 486(c): 1 U.S.C. 
Chapter 137; and 4Z U.S.C. 2453 . 

2- Section 31.201-2 is amen d by 
adding paragraph (d) to read a oUows: 

31.201-2 Determining anonbt11ty. 

(d) Costs made specifically 
unallowable under any Sllbsection o 
31.205 are not allowable under 1my o r 
section• or subsections oi Subpart 31.Z. 

o illustrate. a contrac:or'a donation to 
a olarsbip fund for the family of a 
dece d employee tha: is apecificaUy 
W181lo le under 31.205-8, ia not 
allowable er 31 .205-13 on the basis 
that tl:e objec of the contribution 
was to improve e !oyer-employee 
relations. even thou this ill, a generally 
allowable cost objectiv nder 31.:!CS­
t3. 

41CFA Part31 

Fe*ral Acqulaltlon Regulation (FAR); 
ComPMY-fumlahed Automobllea 

AGDCIII: Department of Defense 
(DOD), General Services Admlni1tration 
(GSA). and National Aeronautic& and 
Space Administration (NASA). 
ACTION: Propo1ed rule. 

SUMMMY: The Civilian Agency 
Acquiaition Council and the Defense 
Acquisition Regulatory Council aM! 
considering a chanse to Federal 
Acquisition Regulation (FAR) 31.::0s-&. 
Compensation for personal services. and 
31.3>5-46. Travel costs. concerning 
com~any-fumiahed automobiles. 
( ;.' :MINTS: Commenta should be 
S\ :litted to the FAR Secratariat at the 
at1 .• :~u shown below on or before 
Ja: ·:ary Zl. 1986. to be considered In the 
fc.:-:- ulation of a final r.1!e. 
At :.=ft;S: lnteres:ed i)U.rties should 
su ~· : : .:t writt<'n C.JJ:lments to: GenPral 
Services Adminis:ra~io!!. FAR 
S.:-:; ::tariat (VRS). 18:h & r' Slleets NW .. 
Room 4~1. Washir:aton. DC Z040S. 

Please cite FAR Case 8~-1 in all 
ccr:t>spondcnce rc!dted to this issue. 
I'OA FURTHER INFOitMATION CONTACT: 
Ms. Margaret A. Willi:;, FAR Secretariat. 
T£:lephone (: O:!) 523-4753. 

M;;»I'!..LMENTARY INFO>it~.IATION: 

A. Background 

A pro\ ision contained in section 911 
or tha Deier.se Pr:>Ci~:-c=:ent 
lmprovemrr: t .-\ct d t ::35 (Tii.!e IX of the 
DOD .\•Jt.~o!iza!ic~ Act of 19~. Pub. I.. 
~~ ' S) specif:~s tn'lt. as a minimum. the 
eollt ;>>inciples c:~p:lcable to cont.-actor 
costs c.~ corr.p .. ny-f:m~i3hed a utomobiles 
ah c1!! be clanf:ec! !J define i:t de:ail a."ld 
in s;:l!ci!;c teo..~~ tl: us~ ccs~3 which a:e 
unallowable. in \\!de or in part, under 
co;;ered contracts. 

The Defense Acquisition Regulato;y 
Coun.::;l and the Civilian Agency 
Acquisition Council are proposing 
rev:,ions to FAR 31.205-6, 
C.:-~pensalion for personal sehices. and 



~ () 
F.-.t R.p.ter I Vol. ''i{ No. 244 I Thursday, December 19. 1985 I Propoted Rules 51771 

31.205-48. Travel COlla, to implement the 
Act. The propoud N'Yiaklllla a&ate that 
the coat of contractor-owned or -leaaed 
automobile~ Ia aRowable, If reaaonable. 
to the extent that the eutOIIlobUet U'e 
uaed for company bulineaa. Additional 
propoeed llliiiU&P atata thaa t1w 
portion or the coat or companJ-fanaiabed 
automobile• that relatea to personal uae 
by employee• Ia compensation for 
peraonal aervica and .. unallowable. 
The Co~~neila beline it it inappropriate 
for the Go'femment to reimbune 
contractor employees' pertonal 'costa at 
taxpayer~' expenM. 

B. a.platory FlexibWtr Act 
· The propOHd reviaiont to FAR 
3t.Z05-8{m) and 3U05-48(f) are not 
expected to have a aip.ificant economic 
impact on a IUbatantial number of email 
entiUea UDder the Replatory Flexibility 
Act {5 U.S.C. 801 el aeq.) because most 
contracts awarded to emall entitiea are 
awarded on a cOmpetitive fixed. price 
baaia and ooat priDcfplea do DOt apply. 

c. Papenwork Recluc:tkla Act 

The Paperwork ReductiOD Act ~b. L 
96-611) doea not apply becauae this· 
proposed rule don not impoae any 
additicmal reportfna or recordkeepfns 
requirements oJl the pubUc beyond thoae 
already required by the Internal· 
Revenue Code. · 

U.t of Subject. In M CFR Put 11 

Gonrnment procurement 
Dated: December IS, 1-. 

wwrace J.IUui, 
DirtJCtor, Office of Ftld•ral Acqui•ition and 
&plotory Policy. 

PART 31~AIIENOEDJ 

Therefore. it Ia propoaed that 48 CFR 
Part 31 be amended aa followa: 

1. The authority citation for Part 31 
continue• to read aa foUowa: 

Autbortty: to U.S.C. .a( c): 10 U.S.C. 
Cbaptar 137; ed U U.S.C. 2453(c). · 

2. Section 31~ is amended by 
revieinl paragraph (mJ to read u 
follows: 

• • • • • 
(m) Fringe Benefit.. (1) Frinie benefits 

are allowancea and eervlces provided 
by the contractn to Ita employee• aa 
compenaation tn additio~ to regular 

. waset and aalariea. Frinse benefits 
include, but are not limJted to, tbe coat 
of vae~tiona, alcoa leave, bolidaya, 
military leave. employee inaurance. and 
aupplemental unemployment benefit 
plana. Except ea provided elaewhere ill 
Subpart 31-2. the coats of fringe benefits 

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

(Z) That portion of the coat of 
company-fumiabed automobiliea that 
relatea tope~ uae by employee• 
(includina traneportation to and &om 
work) ia unallowable rqudleaa ol 
whether the coat Ia repOited u taxable 
Income to the employees (see 31.205-
46{1)). 

3. Section 31.205-48 Ia amended bJ 
addini paragraph (f) to read aa followa: 

11~ Trftelco.ta. 
• • • • 

(f) Coate of contractor-owned or­
leased automobiles, 111 uaed in thia 
paragraph. include the coats of lease, 
operation (including pertoMel}, 
maintenance, depreciation. insurance, 
etc. 11lese costa are allowable, If 
reaaonable, to the extent that the 
automobiles are ueed for compa.ny 
bueineaa. That portion of the coat or 
company-furnished automobilee that 
relatea to peraonal use by employeea 
(including tranaportation to and from 
work) ia compensation for personal 
services and ia unallowable as alated in 
31.~m)(2). 

(FR Doc. ~2SI875 Flied 1Z...t&--115; 1:41 am) 
-......ocooa-.. ... 

F ral Acqu'-ffion Regulation (FAR); 
Imp entation of Congreaional 
Dtrec Regarding the Costa-of Mem=p In Social, Dining, and 
County 

AQ partment of Defense 
(DOD), Ge ral Service• Administration 
(GSA), and tiona! Aeronautic• and 
Space Adm tratio.n. (NASA). 
ACTION: Propo d rule. 

'lanApncy 
Acquil.ition Coun and the Defense 
Acqmaition Regula ry Council are 
considerinl• chang&,_ io Federal 
Acquiaition Regulatlo~ (FAR) 31.205-14, 
Entertainment coats, t mplement 
Congressional direction gardina the 
coats of memberahip tn • ial, dinina • 
and country cluba. 
COMMons: Commenta aho be 
aubmitted to the FAR Secret 'at at the 
addreu shown below on or ore 
January Zl, 1986. to be conaide d in the 

. formulation of a final rule. 
ADOMN: Interested partie• ahou 
submit written commenta to: Gene 
Services Adminiatratlon. FAR 
Secretariat (VRS), 18th • F Street• 
Room 4041, Waahtngton. DC 20405. 

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

lltTHER INfOIUIIATIWI CONTACT: 
argaret A. Willis, FAR Secretariat: 
one (20Z) 523-4755. 

~~~EHTARY~OAMATKNC 

A.Ba 

The efenae Acquisition Regulatory 
Councillind the Civilian Agency 
Acquisif4on Council are conside.rina a 
change to FAR 31.205-14, Entertainment 
coeta. Th~ change under consideration ia 
designed ap prohibit Government 
reimburse~· ent of the coats of contractor 
memberah 1 in aocial, dining, or . 
country clu a or orsanlzationa. The 
proposed ch,ange i1 bned on the 
Defense ImP,ovement Act of 1985 (Title 
IX of the Dop Authorization Act of 
1986. Pub. L t&-145) and ia considered 
neceasary to Ww'e that ou.ly 
reasonable c:Oata.,.. paid anct.r 
Govenunentt\nttacta. 

B. Replatory PlexibiBty Act 
I 

The propoaecf.cbaDB•• to FAR 31.205-
14 are not expeqed to have a eignificant 
economic impact on a aubstantial 
number of emall entltiea under the 
Regulatory Flexibpity Act (5 U.S.C. 601 
et. eeq.) becauee .-oat contracta 
awarded to amall enUtiea are awarded 
on a competitive r~ed price basis and 
cost principlea do n'fl apply. 

C. Paperwork Reductioa Act 

The Paperwork Re~uction Act (Pub. L. 
96-511) does not applf because thia · 
proposed rule does not impose any 
additional reporting or. recordkeeplns 
requirement• on the pUblic which 
require the approval ofPMB under 44 
U.S.C. 3501 et. seq. Thel!roposed rule 
merely clarifies the allowability of 
certain memberahip coat. incurred by 
contractora. Contractora 'already 
separately record membeiahip costa in 
the normal cow•ae of buaioesa and nch 
existina information proviite• an 
adequate baa.ia for complifipce with the 
proposed rule. ; 

Lilt of Subjecta ln fa CFR P S1 

Govenunent procurement. 
Dated: December 13, 1985. 

Lawreoce J. Riul, 
Director. OffiCi! of Federal Acqui 
Regulatory Policy. 

PART 31-{AMENDED) 

Therefore, it le proposed that CFR 
Part 31 be amended aa follows: 

1. The authority citation for P 31 
continues to read aa follows: 

Authority: 40 U.S.C. 488{c~ 10 U.S.C. 
Chapter 137: and U U.S.C. 2453(c). 


