
ACQUISITION AND 
LOGISTICS 

DASD(P)DARS 

THE OFFICE OF THE ASSISTANT SECRETARY OF DEFENSE 

WASHINGTON, D .C . 20301 -1000 

11 DEC 1985 

In reply refer to 
DAR Case: 85-200 

MEMORANDUM FOR MR. LAWRENC • RIZZI, CHAIRMAN 
CIVILIAN ENCY ACQUISITION COUNCIL 

SUBJECT: DAR Case 85-200, Company-Furnished Automobiles 

The DAR Council has approved the attached case which includes an 
explanation of the recommended revision to the FAR, together with all 
necessary supporting documentation and memoranda. The recommended 
revisions to FAR 31.205-6 and 31.205-46 are based on a provision 
contained in Section 911 or the Defense Procurement Improvement Act 
or 1985 (Title II of the DoD Authorization Act or 1986, P.L. 99-145), 
which specifies that, as a minimum, the cost principles applicable to 
contractor costs of company-furnished automobiles shall be clari~ied. 

If the CAAC agrees with our position,_ please forward the case to the 
FAR Secretariat for assignment or a FAR case number and the solicitation of 
public comments. As a final note, please assure that proposed 31.205-46 
reflects changes made as a result of CAAC Case 85-9, Corporate Aircraft. 
This case must appear in the Federal Register as a proposed rule prior to 
30 December 1985 to permit publication of a Final Rule by 7 April 1986. 

Attachments 

~ · 
OTTO J. GUENTHER, COL, USA 
Director • 
Defense Acquisition 
Regulatory Council 



PROPOSED REVISION TO FAR 31.205-6 

31.205-6 Compensation tor personal services 

(a) through (1) - No change. 

(m) Fringe Benefits. 

DAR Case 85-200 

[{1)) Fringe benefits are allowances and services provided by 

the contractor to its employees as compensation in addition to regular 

wages and salaries. ihe ees' e& [F) &ringe benefitsT includ[e]iRS, but 

[are] not limited to, the cost ot vacations, sick leave, holidays, 

military leave, employee insurance, and supplemental unemployment benefit 

plans. is •**•w•-*• i& PeaaeRa~*•• [Except as provided elsewhere in 

Subpart 31.2,) i[t]he costs of fringe benefits are allowable to the 

extent that they are [reasonable and are] required by law, employer

employee agreement, or aa an established policy of the contractor. 

({2) That portion of the cost or company-furnished automobiles 

that relates to personal use by employees (including transportation to 

and from work) is unallowable regardless or whether the cost is reported 

as taxable income to the employees (see 31.205-46(f)).] 

• 



DAR Case 85-200 

Collateral Requirements 

Regulatory Flexibility Act 

The proposed change to (FAR Cite) does not appear to have 

significant economic impact on a substantial number of small entities 

under the Regulatory Flexibility Act (5 U.S.C. 601 et. seq.) because the 

normal method of procuring with small businesses is by means of full and 

open competition. And under this type of a competition, FAR Part 31 
• 

would not be applicable. 
.. 
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• 
TAB B 
DAR Case 85-200 

PR:>~ RE.VISICN 'ro FAR 31.205-46 

31.205-46 Travel costs 

(a) thrc:u;h (e) - no char¥;e. 

· [(f) Costs ot contractor owned or leased autard:>iles, as used in this 

paraqraP1, inclW8 the costs of lease, q:le.ratioo (incl\.ld.in; persamel), 

ma.int:enarot, depreciatioo, insurance, etc. 'Ihese costs are allowable, it 

reasonable, to the extent that the autaoobiles are used for c:x:::rtpany business • 
. 

'!hat portion ot the cost of c:x:rtpany-fum.ished autatd:>iles that relates to 

personal use by enployees (incl~ transportation to and fran wk) is .. 
. 

ocrrpensatioo for personal services ani is unallowable as stated in 

31.205-6(m)(2).] 



• 
TAB 0 
DAR case ss-200 

OEPARIMENr OF DEFENSE 
GENERAL SERVICES AIMINISTRATICN 
NATIONAL ~CS AND SPACE .AIMINIS':mATIOO 

48 CFR Part 31 

Federal AcqUisition Regulaticm (FAR); Ccmpensaticm for personal services am 
travel carts • 
.AGENCIES: Department of Defense (DoD), General Sel:vices Admini.St.ration (GSA), 
an:i National Aeronautics arxi Space Administratioo (NA<iA) 

ACI'IOO: Proposed rule. 

SUMMARY: '!he Defense Acquisiticm Regulat?ey (DAR) Cruncil ani the Civilian 

Aqercy Acquisitioo (CAA) Cruncil are prcp:lSin; a chan:]e to Federal Acquisition 

Regulatioo (FAR) 31.205-61 Q:mpensaticn for personal services, arxi 31.205-46, 

Travel carts. 

a:J.1MENI'S: 0::mnents should be sul::mitted to the FAR Secretariat at the address 

shC1trm bel<7trl on or before 30 days after plblieatiat in the FEDERAL RmiSTER to 

be considered in the fol:111ll.aticn ot a final rule. • 

AIX'RESS: Interested parties shcul.d sul:mdt written CXIliients to: 

General Sel:vioes Administraticn 
FAR Secretariat (VRS) 
18th ani F streets, N.W., RoaD 4041 
washirqt:.cn, DC 20405 

Please cite FAR case---- in all oarrespordenoe related to this issue. 

roR RJRIHER INFORMATIOO cx::NmCT: Ms. ~A. Willis, FAR Secretariat, 
telephone (202) 523-4755. 



A. BacJsground. 

A provisi~ CXI1tained in secticn 911 of the Defense Procurement 

Inprovement Act of 1985 (Title IX of the DoD Authorizaticn Act of 1986, P.L. 

99-145) specifies that, as a minilrum, the cost principles applicable to 

oaltraCtor oosts of oc:mpany-tundshed a\.lt:atd:)lles shall be clarified to define 

in detail and in specific tems those costs Wich are unallowable, in lllilole or 

in part, umer oavered contracts. 

'Ihe 01\R an:i the CAA Councils are proposin) revisions to FAR 31.205-6, 

Oitlensaticn for persooal services, and 31.205-46, Travel costs, to illplement 

the Act. 'lha proposec1 revisia'lS state that the cost of oontractor owned or .. 
leased a\.lt:atd:)lles is alla-table, if reascnable, to the extent that the 

a\.lt:atd:)iles are used for carpany business. .Mditianal proposed lan;uage 

states that the porticn of the cost of oarpany-furnished aut:.anciJiles tbat 

relates to personal use by erplayees is ~ti~ for personal sez:vices and 

is unalla-table. '1be Councils believe it is inaR?roPriate for the GaveJ:nment 

to reimblrse oc:ntractor enployees • personal costs at talcpayers • expense. 

B. Reaul.atorv Flexibility Act· 

'lbe p:t:op;sed revisicn~ are not expected to have a significant eocrxnic 

iDpact cn a substantial n~ of small entities because they merely clarity 
• 

policy, facilitate negotiatia'lS, reduce areas of disp.rt:e, and shcW.d not 

create an eoaanic b.1rden cn arrt business entity. 

c. Papelwrk Feduc:tion Act· 

'lhe Papexwork Reduc:ticn Act does nat apply because the proposed revisiaw 

do nat inpose arrt additional reportirg or reco:t:dkeepinj requirements en the 

PJblic~, 't.u-~-tJ:u~t.._:Jl~~t.~~Rt Jv/ud A()l,~ ~'o .. ~t 
List of subjects in 48 em Part !A: Cl1b.. 

Government Procurement. 
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Da\TE: 

'nlerefore, .it is ptqx>eed that 48 CFR Part 31 be ~ to read as 

follows: 

(See TABs A am B for revised oaveraqe) 

.. 
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Da\R staff 
case 85-200 

• 

DEPARTMENT OF THE NAVY 
OFfiCE OF~ ASMTAHT MCNTNW 

(SHPeUILOHl f4HO l~~ 

WA$HINGTON. 0 C 203eO 

MEM:>RANWM FOR 'mE D~, 01\R 0XJNCIL 

SUBJECT: MR case 85-200, Cc:arpany-F\lmished .Aut:.ancbiles 

I. PROBUM: 

22 November 1985 

Review present FAR coverage ani rec:x::mnerrl chan:jes necessary to clarify 
the cost principles applicable to contractor costs of oarpany-tumished 
aut.ard:liles, as required by the provisions of Section 911 of the Defense 
Prc:x::urement Dlprovement Act of 1985 (Title IX of S.1160, DoD Authorization Act . 
of 1986, P.L. 99-145). • 

II. REXX:t1MENrlM'IONS: 

A. '!hat FAR 31.205-6, catpensation for personal services, be revised as 
shown in TAB A. 

B. '!hat FAR 31.205-46, Travel costs, be revised as shown in TAB B. 

c. 'Ihat the men-orandum shown at TAB c be used to transmit the proposed 
revision to the Civilian k}ercy Acxpisition ca.mcil, together with the 
proposed Federa1Register notice shown at TAB D. 

III. DIS<lJSSICN: 

A. Backgrglnd. 

Title IX, Sectiat 911(f) (1) (0) of the 1986 Defense Authorization Act 
specifies that, as a min.brllm, the cost principles awlicable to oontractor 
costs of CXl'lpal'ly-tumished aut.ald:>iles shall be clarified. '1he Act states 
that amerxbnents are to define in detail and in specific terms those costs 
Wi.ch are unallowable, in ~le or in part, \lJ'D!r covered oontracts. 

Alt.hcuJh many cx:upanies provide the use of autanc:biles to their 
executives and ather persamel (e.g. , sales and mark.etirq representatives) , 
the costs of cx:rtpany-tumished autard;)iles are not specifically addressed in 
FAR Part 31, Contract Cost Principles arxl Procedures. Sane cx:upanies pemit 
enployees to use the vehicles for personal reasa1S, such as travel to and fran 
\IOrk, as well as for the c::an:1uct of C'X"'1"{)a)" business. Irxtividual CX'J"I'{>?'ny 
policy detennines whether enployees are required to reimburse the oarrpany for 
personal use of the autaldliles or 'Whether sud1 use is treated as errployee 
oc:l'l'pel'lSation. 

When tumished for the oorduct of oarpany b.lsiness, it is oc::mtr:m practice 
for the Government to reimburse contractors for reasonable acquisitiat or 



. ' 

leasirq costs of the vehicles, together with ~tin] ard mai.ntenan:Je 
expenses. Generally, such costs are CXI'lSidered as an ordinary cost of doirq 
business. When utilized for persalal use, oontractors may cantem that a 
prorated share of the a\lta!d)ile ard related costs is a frirqe benefit umer 
FAR 31.205-6 ani is allowable to the extent that total oc::rrpnsatiat is 
reasa'lab1e ani the other general ard reasooableness criteria ootl.ined in the 
cost prilx:iples are met. 

B. Cgmdttee CUI!!!ents• 

Mlil.e the original lblse versiat ot the Department of Defense 
Authorizatiat kt of 1986 did not address oarpany-fw:ni.shed autancbiles, the 
Senate versicm would have required the sec:ret:aey of Defense to curerri 
procurement regulatiaw so as to make unallowable (i) that portion of the cost 
of the use of <X'I1'pU'ly-fw:ni.shed autc:mcbiles which is of personal benefit to 
the user, ard ( ii) transportatioo to ard fran work except as specifically 
provided for in regulatiaw or in the contract. 'lhe oc::rrpranise Ho.ISe/Senate 
versioo, Wi.ch was subsequently incorporated in the DoD Authorizatiat kt of 
1986, provides that the Secretal:y of Defense shall amem procurement 
regulatioos so as to clarity the cost principles awlicable to cxrrpany
turnished autanobiles. 

'1he Ccmnittee views c:x:mpany-tunrl.shed a\lta!d)iles for the oorrluct of 
<X:I1pU'1y b.lsiness as an ordinary cost of do in:] b.lsiness. 'Ihe furdamental 
questioo is li4'lether the cost of personal use should be allowable. 'lhe 
Camuittee believes it would be ~te for the Gove:z:ument·to rei:tDblrse 
eaployees• personal costa at taxpayers• ~· Hence, it was CXlnCluded that 
sudl personal use should be unallowable. Jd:U.tiooal coverage has been 
developed to state that costs of oantract:ar-owned or -leased autanobiles, 
which irx:l.udes the cost of lease, operatiat (irx:l.\.Xl.in; persamel.), 
maintenance, depreciatiat, insurance, ard other related costs, are allowable, 
if reasooable, to the extent that the autanobiles are used for .official 
cxmpany business. several editorial dlanges to 31.205-6(m) were made to 
ilrprave clarity. 

All members of the Q:mnittee ocn::ur in the oattents of this xeport • 

• 

~t:,..~.__, 
J. W. ERMERINS 
01ai.:tman 
Olst Principles Ccttmittee 

DoD Members 

Cost Principles o:mnittee Members 

other Members 

Shennan Dillen, Arfrr¥ 
Olarles A. Zuckerman, Air Force 
Donald w. Reiter I OIA 
Olarles D. Brown, OASD(C) 
Joseprlna L. ninn, OCAA 
Olarles Hamil ta1, O[lJ\50 (P) 
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Frank T. Van Lierde, GSA 
Rebert W. Lynch, NASA 
William T. stevensa1, DOE 
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Attachments: 
TAB A - Rev. to j'AR 31.205-6 
TAB B - Rev. to FAR 31.205-46 
TAB C - Transmittal Memo to c:.AN:: 
TAB 0- Prcp:lsed Federal Register Notice 

3 

o--

.. 

• 



COORDINATION SHEET 

Prepared by: 0Green/djb/11Dec85/Bl05/1211FernSt. 
ASD(A&L)DASD(P)DARS/x77267 

File: 

Dist: DARS Subj/Read/Chron 

• 
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