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J:)AR staff 
case 85-200 

• 

DEPARTMENT OF THE NAVY 
OFFICE OF THE ASSISTANT SECAITAI'V 

(SHP8UILOINO IIHO LOOI8TICS) 

WASHNOTON. 0 C 20380 

MEMJRANIXJM ro.R 'IHE DIRECroR, J::lAR OXJNCIL 

smmx:T: 01\R case 85-200, c:arpany-FU.mi.shed Autaoobiles 

I. PR:>BUM: 

22 November 1985 

Review present FAR coverage arxl recamnerxi chan;Jes necessary to clarify 
the cost principles awlicable to contractor costs of oarpany-fumish.ed 
autanobiles, as required by the provisions of section 911 of the Defense 
Procurerrent Improvement Act of 1985 (Title IX of 5.1160, DoD Authorization Act 
of 1986, P.L. 99-145). 

II. ~ONS: 

A. That FAR 31.205-6, Compensation for personal services, be revised as 
shown in TAB A. 

B. That FAR 31.205-46, Travel costs, be revised as shown in TAB B. 

c. That the mem:>rarrlum shown at TAB c be used to transmit the proposed 
revision to the civilian Agercy Acquisition camcil, together with the 
proposed Federal Register notice shown at TAB D. 

III. DisaJSSION: 

A. Backgroun:i. 

Title IX, Section 91l(f)(l) (O) of the 1986 Defense Authorization Act 
specifies that, as a m.ini.m..Im, the cost principles applicable to contractor 
costs of c:::arpany-fumish.ed aut.aoobiles shall be clarified. 'llle Act states 
that amendments are to define in detail ani in specific terms those costs 
which are unallowable, in whole or in part, ~ covered contracts. 

Alt:halgh many carpanies provide the use of aut:arobiles to their 
exea.ttives ani other personnel (e.g. , sales ani ma:rketin;J representatives) , 
the costs of c:::arpany-fumish.ed autatd:>Ues are not specifically addressed in 
FAR Part 31, Contract Cost Principles ani Procedures. Sane carpanies pennit 
enployees to use the vehicles for personal reasons, such as travel to ani fran 
'WOrk, as well as for the corrluct of c:::arpany kAlsiness. Irdividual c:::arpany 
policy detexmines wether enployees are required to reimburse the c::x:mpany for 
personal use of the autaroobiles or \tohether such use is treated as employee 
oarpensation. 

When fumish.ed for the corrluct of carpany b.lsiness, it is <XIlll¥:)n practice 
for the Government to rei.ml::m:'Se contractors for reasonable acquisition or 



leasin:J costs of tl'le vehicles, together with operatin:J ani maintenance 
expenses. Generally, such costs are considered as an onlinary cost of doi.rq 
aminess. When utilized for personal use, contractors may oonterxi that a 
prorated share of tl'le a\ltatd:)ile ani related costs is a frin;Je benefit under 
FAR 31.205-6 ani is allowable to the extent that total cx:.mpansation is 
reasonable ani tl'le other general ani reasonableness criteria ootlined in the 
cost principles are met. 

B. Conunittee C'cmnents· 

While the original lblse versia1 of the Department of Defense 
Authorizatia1 Act of 1986 did nat aa:tress oarpany-fUmished autaoobiles, the 
senate version would have required the secretary of Defense to amen:! 
procurement regulatioos so as to make unallowable (i) that portion of the oost 
of the use of oc::trp~my-fUmished aU'tcald:)iles which is of personal benefit to 
the user, am (ii) transportatioo to am fran 'tJOrk except as specifically 
provided for in regul.atioos or in tl'le contract. '1he oarpranise Halse/Senate 
versia1, which was subsequently .ir¥::ol:porated in tl'le DoD Authorizatioo Act of 
1986, provides that tl'le secretary of Defense shall amerx:l procurement 
regulations so as to clarify the cost principles awlicable to cx:arpany-
f'urn.ished aU'tcald:)iles. · 

'1he Ccmnittee views OCil'pally-f'urn.ished aU'tcald:)iles for the oorx1uct of 
oc::t'lpaily business as an cm:iinal:y oost of doin:J business. '1he fUniamenta1 
questia1 is whether the cost of personal use shoold be allc:Mable. '!he 
Ccmni.ttee believes it would be ~te for the Government to re.iJnl::Jurse 
enployees' personal costs at taxpayers' expense. Hence, it was ooncluded that 
sudl personal use should be unallowable. Additional coverage has been 
develqm to state that costs of contra~ or -leased aut:aoobiles, 
Which includes the cost of lease, operatia1 (inc:ludi.rq persoonel), 
maintenarx:le, depreciation, insurarx:le, and other related costs, are allowable, 
if reasonable, to the extent that the autcm::biles are used for .official 
oatpa1'1Y business. Several editorial charges to 31.205-6(m) wre made to 
iirprave clarity. 

All members of the camnittee corx:ur in the contents of this report • 
. 

~~--C4.~ 
J. W. ERMERINS 
Olainnan 
Cost Principles Ccmnittee 

DoD Members 

Cost Principles camrl.ttee Members 

other Members 

Sherman Dillon, Artcr;i 
Olarles A. Zuckerman, Air Force 
Donald W. Reiter, DIA 
Olarles D. Brc1.m, OASD(C) 
Joseprlne L. Flinn, DCAA 
Olarles Hamilton, Oo.\SO(P) 
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Frank T. Van Lierde, GSA 
Rc:t>ert W. Lyrrh, NASA 
William T. stevenson, OOE 



Attachments: 
TAB A - Rev. to TAR 31.205-6 
TAB B - Rev. to FAR 31.205-46 
TAB C - Transmittal MeltD to CAAC 
TAB 0 - Prcp:JSed Federal Reqister Notice 
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.. 
TAB A 
~ case a5-200 

:ER:>FOSED REVISICN TO FAR 31.205-6 

31.205-6 <:::arpmsation for personal services 

(a) tllro..r:Jh (1) - No chan:;Je. 

(m) Frirpe Benefits. 

( (l)] Frin;Je benefits are allowaooes am seJ:Vices provided by the 

oontractor to its errployees as cxmpensaticn in ac¥titian to regular wages arxi 

salaries. 'lba ~ gf [F].:rin:Je benefitsr in=lud[e]4Rg, butf!re]mt limited 

to, the c:::xJSt of vacations, sick leave, holidays, milita:r:y leave, errployee 

insurance, ani 9\JR)lemental unenployment benefit plans. ia all.GMabl.e if 

pgaa~l.e. [Except as provided elsewhere in SUbpart 31.2,] !l'[t]he costs of 

fringe benefits are allowable to the extent that they are [reasonable arxi are] 

required by law, euployer-E!11ployee agreement, or aa an established policy of 

the contractor. 

[ (2) 'nlat porticn of the c:::xJSt of oc:atpany-fumished autatd:>iles that 

relates to personal use by errplayees ( includin; transportation to arxi fran 

work) is \mallowable\ (see 31.205-46(f) ~·) 

\Y ~(1)J ~-t1~ 

At~ 



• 
TAB B 
I:lAR case a5-2oo 

PR:>RJSED REVISICN 'ro FAR 31.205-46 

31.205-46 Travel costs 

(a) ~ (e) - IX) charqe. 

[ (f) Costs of contractor owned or leased aut:anr:::lbiles, as used in this 

paragra~, in:lude the costs of lease, cperatioo (in:luiin;J persamel.), 

mai.ntenarx::le, depreciation, insurance, etc. 'lhese costs are allowable, if 

reasonable, to the extent that the autarobiles are used for oc::atpal"ly n.tsiness. 

'!hat portion of the <XlSt of cx:rrpany-fumishecl aut.ancbiles that relates to 

personal use by enployees ( incl\Xiin;J transportation to am fran work) is 

cx:rrpensation for personal services am is unallc:Mable as stated in 

31.205-6(m) (2).] 



• 
TAB C 
Cf\R case 85-200 

MEMlRANIXlM roR ~, CIVILIAN AGENCY AO;JJISITIOO CXXJNCIL 

~= Cf\R case 85-200, Cc:arpmy-Furnish.ed Al.lta'l¥j:)iles 

'1he Cf\R ~il has approved the attached case, which incl\Xles an 

explanation of the rec:x::mnen:ied revision to the FAR, together with all 

necessary S\JR)Ortin;J documentation and lliSIJ¥:)rania. '1he rec:xmnen:ied revisions 

to FAR 31.205-6 and 31.205-46 are based on a provision cxmtained in sectioo 

911 of the Defense Procurement Inprovement Act ot 1985 (Title IX ot the DoD 

Authorizatioo Act ot 1986, P.L. 99-145), 'MUch specifies that, as a minim.mt, 

the cost principles applicable to <X4ltractor oosts of cx:ttpany-turnished 

aut.aoobiles shall be clarified. 

It the C».C agrees with the I:lr\R cooncil proposal, please fol:Ward the case 

to the FAR Secretariat for assigrnnent of a FAR case number and the 

solicitation ot p.lblic ocmnents. 

AttadlltiE!lrt:: 
COst Principles o:mnittee 
case wjTABs A, B & o 

artO J. GUENIHER, CX>L, USA 
Director 
Defense Acx;lllisition 
Regul.atol:y CcA.Iooil 



• 
TAB D 
DAR case a5-2oo 

DEPARIMENr OF DEFENSE 
GENERAL SERVICES AI:MINIS'mATION 
NATIOOAL AEEaWJr!CS AND SPACE AIMINISTRATION 

48 CFR Part 31 

Federal Acquisition Regulation (FAR): catpensation for personal seJ:Vices ard 
travel costs 

AGENCIES: Department of Defense (~D), General Services Administration (GSA), 
ard National Aeronautics am Space Administration (NASA) 

AcriON: Proposed rule. 

SUMMARY: '!he Defense Acquisition Regulatoey (DAR) Council ard the civilian 

kJencY Acquisiticm (CAA) CQ.mcil are pl:q)OSin;J a chan;e to Federal Acquisition 

Regulation (FAR) 31.205-6, catpensation for personal seJ:Vices, ani 31.205-46, 

Travel costs. 

CXM1ENl'S: Ccmnents shoold be sul::mitted to the FAR Secretariat at the address 

shown belCM on or before 30 days after p.lblieation in the FEDERAL RmiSTER to 

be considered in the forDillation o! a final rule • 

.AIX:m:SS: Interested parties should sut:mit written mtatents to: 

General Sel:vices Administration 
FAR Secretariat (VRS) 
18th arxi F streets, N.W., Roan 4041 
Wa.shirqton, DC 20405 

Please cite FAR case _ ___ in all oorrespcn:lenoe related to this issue. 

FOR FURIHER ~ON CX>NrACT: Ms. Mal:garet A. Willis, FAR Secretariat, 
telephone (202) 523-4755. 


