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(]il ~:~~~~ 2~~~s~ion ';) 
~ Admin~tion Policy Washington, DC 20405 

FEB 21 f986 

Colonel Otto J. Guenther 
Director, Defense Acquisition 
Regulatory Council 
ASD(A&L )DASD(P)DARS 
C/0 3E791, The Pentagon 
Washington, DC 20301-3062 

Subject: FAR Case 85-64, Company-furnished automobiles 

Dear Colonel Guenther: 

Additional comments received concerning the subject FAR Case are 
forwarded for your appropriate action. 

Sincerely, 

MARGARET A. WILLIS 
FAR Secretariat 

Enclosures 

cc: Chairman, Civilian Agency Acquisition Council 
ATTN: Team Leader, Contract Cost, Price and Finance 



FAR Case # 85-64 Public Comments Due 1/21/ 86 

Subject: Company-furnished automobiles 

Response Date Date 
Number Received of Letter Comment or Comments 

85-64-38 

85-64-39 

Legend: CONC: 
N/A: 
NC: 
C: 
FC: 

2/06/86 1/31 

2/06/86 1/30 

Concur 
Not Applicable 
No Comments 
Comments 
Forthcoming Comments 

GSA, Office 
Policy {VP) 

Sundstrand 
Operations 

85-63 thru 
of Acquisition 85-68; 85-71; 

and 85-73 
85-63 thru 

Aviation 85-68; 85-71; 
and 85-73 

I 

Published FR: 50FR 51776 
Date: 12/19/85 

To: CAAC/DARC 
Date: FEB 21 91> 



MEMORANDUM 

FROM: 

SUBJECT: 

General Services Administration 
Office of Acquisition Policy 

Washington, DC 20405 

FOR LARRY J. RIZZI 
DIRECTOR 
OFFICE OF FEDERAL ACQUISITION 
AND REGULATORY POLICY (VR) 

IDA M. US' lltit· DIRECTOR . l 4._ 
OFFICE OF A QU SITION 
POLICY AND REGULATIONS ( VP) 

Proposed changes to the Federal 
Acquisition Regulation 

The Office of GSA Acquisition Policy and Regulations concurs with 
the proposed Federal Acquisition Regulation (FAR) changes 
concerning the following subsections: 

FAR Case 

85-63 

85-64 

85-65 

8 5 -66 

85-6 7 

85-6 8 

85-7 1 

8 5- 7 3 

RECEIVED 

Subsections 

31.201-2 

31.205-6 

31. 205-46 

31.205-14 

31.205-33 

31. 205-52 

31. 20 5-5 1 

31. 205 - 38 

31. 205 - 8 

31.20 5-15 
31.205- 47 

Subject 

Determining allowability 

Compensation for personal 
services 
Travel costs 

Entertainment costs 

Pro fes s i o nal and 
co ns ul ta n t service cos t s 

Exec ut ive lobb y ing costs 

Al coholic be v e r age costs 

Selling costs 

Co ntrib utio ns a nd 
do nat i o ns 
Fines and penalti es 
Def e nse o f f ra ud 
proceedings 
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January 30, 1986 

General Services Administration 
FAR Secretariat (VRS) 
18th & F Streets, N.W., Room 4041 
Washington, D.C. 20405 

Attention: Ms. Margaret A. Willis 

Dear Ms. Willis: 

The purpose of this letter is to comment on the series of FAR cases 
which have been issued to implement Section 911 of the FY 1986 DoD 
Authorization Act. Since all of these FAR cases directly pertain to 
the regulation of allowable costs payable to defense contractors, we 
feel that it is appropriate to provide some general comments and then 
address each FAR case separately. The FAR cases to be addressed in 
this letter are: 

l. 
2. 
3. 
4. 
5. 
6. 
7. 
8. 

85-63: 
85-64: 
85-65: 
BS-66: 
85-67: 
85-68: 
85-71: 
85-73: 

Determining Allowability 
Company Furnished Automobile 
Club Memberships 
Costs of Litigating Appeals 
Executive Branch Lobbying 
Alcoholic Beverages 
Selling Costs 
Donations; Fines and Penalties; Defense of Fraud Proceedings 

Sundstrand Corporation is a defense contractor which participates in 
significant DoD a nd NASA programs primarily as a subcontrac tor. As 
a defense contractor, we are concerned that the purpose and thrust 
of Section 911 will serve to reduce the number of firms entering into 
or continuing to do business with the Government. It will also inc rease 
the expenses of doin~ business with the government bec au s e of the need 
for industry to establish a ccounting, audit, legal, and other internal 
management systems and contro ls to administer the increasingly disparate 
functions of Government and commercial business. Most significantly, 
it will increase the overall business risk of doing business with the 
Government because of the various administrative, civil, and criminal 
actions and penalties which can arise out of complex financial trans­
actions where audits or investigations are conducted months or years 
after the transactions have occurred. This increased business risk 
will detract from full and effective contractor attention to the tech­
nical and schedule aspects of Government programs, and is likely t o 
foster an adversarial relationship between Government and industry 
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personnel involved in contract execution and administration. 

The referenced series of FAR cases implementing Section 911 are likewise 
perceived as furthering the concerns expressed above. Although a major 
mandate of Section 911 is to prescribe regulations which "clarify" 
cost principles, the proposed regulations seem to maximize the scope 
of unallowable costs. This maximizing of unallowable costs goes beyond 
the Section 911 mandate of "clarification• and does not indicate any 
attempt to use the authority of Section 911 to " establish appropriate 
definitions, exclusions, limitations, and qualifications• which recognize 
customary and appropriate costs incurred in the conduct of business. 
The failure to establish appropriate definitions, exclusions, limit­
ations, and qualifications to allow costs wbich are reasonable and 
directly related to maintaining the effectiveness and viability of 
defense contractors goes beyond the scope of Section 911. 

The referenced series of FAR cases do not prescribe the method and 
manner of their applicability to subcontractors of a c"overed contract. 
This is a mandate of Section 911 which must be accomplished along with 
the prescribing of proposed cost principle revisions. The failure 
to do this violates Section 911 and makes it difficult or impossible 
to completely assess the overall impact of the proposed revisions on 
prime and subcontractors. 

The referenced series of FAR cases do not include any discussion of, 
or proposed regulations implementing Section 911 definition of "covered 
contract,• particularly since this definition is different than the 
current FAR provisions pertaining to the applicability of cost principles 
to contracts. Again, the action of proposing piecemeal cost principle 
rev1s1ons without recognizing and implementing the other substantive 
and definitional portions of Section 911 violates Section 911 and leads 
to the prescribing of proposed regulations which may not have overall 
consistency and thus are in violation of the statute. 

Our comments addressed to each separate FAR case are provided in 
Enclosure 1 to this letter. 

Sundstrand Corporation appreciates this opportunity to comment on these 
FAR c ases. Although we may not be in complete agreement with the purpose 
and thrust of Section 911 and these FAR cases, we are committed to 
maintaining a meaningful dialogue with the Government concerning such 
significant matters. 

Sincerely, 

ffJ/..~9· 
R. John Chapel 
Director, Business Planning 

Enclosure 
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1. FAR CASE 85-63: DETERMINING ALLOWABILITY 

Section 911 does not provide for or require such a rule. The legisla­

tive history of Section 911 reveals, in fact, that such a rule was 

considered and deleted at the specific insistence of the Senate. 

The propos~d rule ignores the reality of the business environment 

by failing to recognize that costs may have more than one purpose 

or that the facts and circumstances of a specific situation may and 

should determine the proper treatment of costs. The objective or 

intent of incurring costs can and should be a consideration in the 

proper categorization of costs as allowable or unallowable. The 

rule proposed in PAR case 85-63 is likely to result in Government 

efforts to RfitR costs into unallowable areas, rather than encouraging 

the definition and clarification of cost principles which are reason-

able and consider the business environment. 

be adopted. 

This rule should not 

This rule should be revised to recognize there are circumstances 

where an employee on company business could use a company automobile 

to go to and from work, but not solely or primarily for the purpose 

of transportation. An example would be an employee returning from 

a business trip in the late evening in a company automobile and driving 

to his home. The employee's trip to his home i n the evening and 

to work in the morning should not be considered as personal use of 

the automobile, particularly where such use is not continuous or 

routine for the employee. In this regard, the second sentence of 

the proposed FAR 31.206-45F) should be revised to insert the word 

"primarily" between the words "used" and "for." 


