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DEPARTMENT OF DEFENSE

GENERAL SERVICES
ADMINISTRATION

NATIONAL AERONAUTICS AND
SPACE ADMINISTRATION

48 CFR Part 31
[FAC 90–35; FAR Case 95–003]

RIN 9000–AG73

Federal Acquisition Regulation;
Impairment of Long-Lived Assets
AGENCIES: Department of Defense (DOD),
General Services Administration (GSA),
and National Aeronautics and Space
Administration (NASA).
ACTION: Interim rule, with request for
comments.

SUMMARY: The Civilian Agency
Acquisition Council and the Defense
Acquisition Regulations Council have
agreed to an interim rule to clarify the
allowability of losses recognized when
carrying values of impaired assets are
written down for financial reporting
purposes. This regulatory action was not
subject to Office of Management and
Budget review under Executive Order
12866, dated September 30, 1993.
DATES: Effective Date: December 14,
1995.

Comment Due Date: To be considered
in the formulation of a final rule,
comments should be submitted to the
address given below on or before
February 12, 1996.
ADDRESSES: Comments should be
submitted to: General Services
Administration, FAR Secretariat, 18th &
F Streets NW., Room 4037, Washington,
DC 20405.
FOR FURTHER INFORMATION CONTACT:
Mr. Jeremy F. Olson at (202) 501–3775
in reference to this FAR case. For
general information, contact the FAR
Secretariat, Room 4037, GS Building,
Washington, DC 20405 (202) 501–4755.
Please cite FAC 90–35, FAR Case 95–
003.

SUPPLEMENTARY INFORMATION:
A. Background

This interim rule is intended to clarify
cost allowability rules concerning the
recognition of gains and losses related to
long-lived assets. The rule addresses a
cost category which is the subject of a
Financial Accounting Standards Board
Statement of Financial Accounting
Standards (SFAS), No. 121, dated March
1995, entitled ‘‘Accounting for the
Impairment of Long-Lived Assets and
for Long-Lived Assets To Be Disposed
Of.’’

The SFAS applies to long-lives assets
(such as land, buildings, and
equipment), identifiable intangibles,
and related goodwill, and establishes
guidance to recognize and measure
impairment losses. If impaired assets are
to be held for use, the SFAS requires a
write-down to fair value when events or
circumstances (e.g., environmental
damage, idle facilities arising from
declining business, etc.) indicate that
carrying values may not be fully
recoverable.

Impaired assets that are to be
disposed of, however, would be
reported (with certain exceptions) at the
lower of cost or fair value less cost to
sell. Once written down, the previous
carrying amount of an impaired asset
could not be restored if the impairment
was subsequently removed.

In contrast to the SFAS provisions,
Cost Accounting Standard (CAS)
9904.409, ‘‘Depreciation of Tangible
Capital Assets’’, provides quite different
criteria and guidance to recognize gains
and losses for Government contract
purposes. The language at 9904.409–40
(a)(4) and (b)(4), 9904.409–50(j), and
related Promulgation Comment 10,
‘‘Gain or Loss,’’ makes it clear that gains
and losses are recognized only upon
asset disposal; no other circumstances
trigger such recognition.

FAR 31.205–16 reflects the CAS
provisions that an asset be disposed of
in order to recognize a gain or loss. The
FAR rule applies to both CAS and non-
CAS covered contracts. Consequently,
for Government contract purposes, an
impairment loss is recognized only
upon disposal of the impaired asset.
Like other losses, it is measured as the
difference between the net amount
realized and the impaired asset’s
undepreciated balance. Government
contractors, therefore, recover the
carrying values of impaired assets held
for use by retaining pre-write-down
depreciation or amortization schedules
as though no impairment had occurred.
The rule addresses the treatment of
losses for impaired assets by adding a
new paragraph (o) at 31.205–11, and
revising the title and adding a new
paragraph (g) at 31.205.16.

B. Regulatory Flexibility Act
The interim rule is not expected to

have significant economic impact on a
substantial number of small entities
within the meaning of the Regulatory
Flexibility Act, 5 U.S.C. 601 et seq.
because most contracts awarded to
small entities are awarded on a
competitive fixed-price basis and the
cost principles do not apply. An Initial
Regulatory Flexibility Analysis has,
therefore, not been performed.

Comments are invited from small
businesses and other interested parties.
Comments from small entities
concerning the affected FAR parts will
also be considered in accordance with 5
U.S.C. 610. Such comments must be
submitted separately and cite 5 U.S.C.
601, et seq. (FAC 90–35, Far case 95–
003) in correspondence.

C. Paperwork Reduction Act
The Paperwork Reduction Act does

not apply because the rule does not
impose any reporting or record keeping
requirements which require the
approval of the Office of Management
and Budget under 44 U.S.C. 3501, et
seq.

D. Determination To Issue an Interim
Rule

A determination has been made under
authority of the Secretary of Defense
(DOD), the Administrator of General
Services (GSA), and the Administrator
of the National Aeronautics and Space
Administration (NASA) that, pursuant
to 41 U.S.C. 418b, urgent and
compelling reasons exist to publish an
interim rule prior to affording the public
an opportunity to comment. This action
is necessary because the Statement of
Financial Accounting Standards No.
121, Accounting for the Impairment of
Long-Lived Assets and for Long-Lived
Assets to be Disposed Of, dated March
1995, requires all publicly owned firms
to recognize impairment losses in their
financial statements for fiscal years
beginning after December 15, 1995. It is
likely that Government contractors
whose 1996 fiscal year begins after
December 15, 1995, will recognize
impairment losses for financial
reporting and claim a portion of such
losses either on current contracts or on
those awarded after December 15, 1995.
In order to ensure that contractors’
impairment losses are not paid by the
Federal Government, it is necessary to
issue this clarification of existing cost
principles expeditiously. However,
pursuant to Public Law 98–577 and FAR
1.501, public comments received in
response to this interim rule will be
considered in formulating the final rule.

List of Subjects in 48 CFR Part 31
Government procurement.
Dated: December 8, 1995.

Edward C. Loeb,
Acting Director, Office of Federal Acquisition
Policy.

Federal Acquisition Circular
Number 90–35

Federal Acquisition Circular (FAC) 90–35
is issued under the authority of the Secretary
of Defense, the Administrator of General
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Services, and the Administrator for the
National Aeronautics and Space
Administration.

Unless otherwise specified, all Federal
Acquisition Regulation (FAR) and other
directive material contained in FAC 90–35 is
effective December 14, 1995.

Dated: December 1, 1995.
Eleanor R. Spector,
Director, Defense Procurement.

Dated: December 6, 1995.
Ida M. Ustad,
Associate Administrator, for Acquisition
Policy.

Dated: December 7, 1995.
Tom Luedtke,
Deputy Associate Administrator for
Procurement, NASA.

Therefore, 48 CFR Part 31 is amended
as set forth below:

PART 31—CONTRACT COST
PRINCIPLES AND PROCEDURES

1. The authority citation for 48 CFR
Part 31 continues to read as follows:

Authority: 40 U.S.C. 486(c); 10 U.S.C.
chapter 137; and 42 U.S.C. 2473(c).

2. Section 31.205–11 is amended at
the end of paragraph (e) by adding the
parenthetical ‘‘(but see paragraph (o) of
this subsection).’’; and by adding
paragraph (o) to read as follows:

31.205–11 Depreciation.
* * * * *

(o) In the event of a write-down from
carrying value to fair value as a result
of impairments caused by events or
changes in circumstances, depreciation
of the impaired assets shall not exceed
the amounts established on depreciation

schedules in use prior to the write-down
(see 31.205–16(g)).

3. Section 31.205–16 is amended by
revising the section heading and adding
paragraph (g) to read as follows:

31.205–16 Gains and losses on
disposition or impairment of depreciable
property or other capital assets.
* * * * *

(g) With respect to long-lived tangible
and identifiable intangible assets held
for use, no loss shall be recognized for
a write-down from carrying value to fair
value as a result of impairments caused
by events or changes in circumstances
(e.g., environmental damage, idle
facilities arising from a declining
business base, etc.). Depreciation or
amortization on pre-write-down
carrying value of impaired assets not yet
disposed of shall continue to be
recoverable under established
depreciation or amortization schedules
to the extent it is not otherwise
unallowable under other provisions of
the FAR.

[FR Doc. 95–30442 Filed 12–13–95; 8:45 am]
BILLING CODE 6820–EP–M

48 CFR Part 31
[Federal Acquisition Circular 90–35]

Federal Acquisition Regulation; Rates
of Inflation

AGENCIES: Department of Defense (DOD),
General Services Administration (GSA),
and National Aeronautics and Space
Administration (NASA).
ACTION: Annual notice of rates of
inflation.

The Civilian Agency Acquisition
Council and the Defense Acquisition
Regulations Council have agreed to
publish as an information item, the rates
of inflation which are used in
conjunction with other factors to
determine the allowability of IR&D/B&P
costs for major contractors under
31.205–18(c)(2)(i)(C)(2) during the first
three contractor fiscal years beginning
on or after October 1, 1992. The
following rates of inflation are effective
immediately, and shall remain in effect
until superseded by the next
publication, which is anticipated in
January 1996:

Fiscal year
Annual
percent-
age rate

1994 ................................................ 2.5
1995 ................................................ 2.9
1996 ................................................ 3.0
1997 ................................................ 3.0

The above rates are the Price
Escalation Indices for the Research,
Development, Test & Evaluation
(RDT&E) Account, Total Obligation
Authority (TOA), issued by the
Principal Deputy Under Secretary of
Defense (Comptroller) on January 10,
1995. These rates of inflation supersede
those published in FAC 90–23, Item
XL—Annual Notice of Rates of Inflation,
in the Federal Register on December 28,
1994.

Dated: December 8, 1995.
Edward C. Loeb,
Acting Director, Office of Federal Acquisition
Policy.
[FR Doc. 95–30443 Filed 12–13–95; 8:45 am]
BILLING CODE 6820–EP–M
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DEPARTMENT OF DEFENSE 

GENERAL SERVICES 
ADMINISTRATION 

NATIONAL AERONAUTICS AND 
SPACE ADMINISTRATION 

48 CFR Chapter 1 

[Fecierai Acquisition Circular 90-43] 

Federal Acquist t ion Regulat ion; 
Introduction of Miscellaneous 
Amendnwnts 

AGENCIES: Department ofDefense (DOD), 
Ceneral Services Administration (GSA), 

and National Aeronautics and Space 
Administration (NASA). 
ACTION: Summary presentation of fmal 
and in ter im mles. 

SUMMARY: This document serves to 
Introduce and relate together the interim 
and final rule documents which foUow 
and which comprise Federal 
Acquisition Circular (FAC) 90-43. The 
Civilian Agency Acquisition Council 
and the Defense Acquisition Regulations 
Council have agreed to issue FAC 90-
43 to amend the Federal Acquisition 
Regulation (FAR) to implement changes 
in the areas listed below. All references, 
In this FAC, to the Federal Acquisition 

Reform Act of 1996 (FARA) also Include 
the Clinger/Cohen Act which FARA was 
subsequently named. 

Item Subject FAR case Analyst 

II 
III 
IV 
V 
VI 
VII 
Vlll 
IX 
X 
XI 
Xll 
Xlll 
XIV 

FASA and the Walsh-Healey Public Contracts Act (Interim) 
Individual and Class Deviations 
Use of Data Universal Numbering System as Primary Contractor Identification (Interim) 
Inapplicability of Cost Accounting Standards to Contracts and Subcontracts for Commercial Items 
Allowable Cost and Payment Ciause 
Mentor/Protege Program 
Minority Small Business and Capital Ownership (Interim) 
Extension of Small Business Competitiveness Demonstration Program 
Morale, Health, Welfare Costs/Contractor Overhead Certification 
Impairment of Long-Lived Assets 
Local Government Lobbying Costs (Interim) 
Clause Flowdown 
Collection of FASA-Related Information within the Federal Procurement Data System 
Technical Amendments 

96-601 
96-004 
95- 307 
96- ; 

OATES: For effective dales and comment 
dates, see individual documents which 
appear elsewhere in this sepai ate part. 
FOR FURTHER INFORMATION CONTACT: The 
analyst whose name appears in relation 
to each FAR case or subject area. For 
general information, conlact the FAR 
Secreiariat, Room 4035, GS Building, 
Washington, DC, 20405 (202) 501-4755.. 
Please cile FAC 90-43 and FAR case 
number (s) 
SUPPLEMENTARY INFORMATION: Federal 
Acquisiiion Circular 90-43 amends the 
Federal Acquisition Reguialion (FAR) as 
specified below: 
Case Summaries 

For the aciual revisions and/or 
amendments to these FAR cases, refer to 
the specific Item number and subject set 
forth in the documents following these 
Item summaries. 
Item 1—FASA and the Walsh-Healey 
Public Contracts Acl (FAR Case 96-601) 

This interim rule amends the Federal 
Acquisition Reguialion (FAR) to 
eliminate the requiiement that covered 
contractors under the Walsh-Healey 
Public Contracts Act must be either the 
manufacturer of or a regular dealer in 
Ihe materials, supplies, articles, or 
equipmenl to be manufactured or used 

in Ihe performance ofthe contract. 
Seclion 7201 ofthe Federal Acquisition 
Streanilining Act of 1994 (Public Law 
103-355) amended the Walsh-Healey 
Public Contracts Act to repeal the 
"manufacturer" or "regular dealer" 
requirement. 

Item II—Individual and Class 
Deviations (FAR Case 96-004) 

This final rule arriends the FAR to 
eliminate the requirements for all 
agencies to submit copies of approved 
individual deviations to the FAR 
Secretariat and for DOD and NASA to 
submil copies of approved class 
deviations to the FAR SecretariaL 

Item III—Use of Data Unive i^ 
Numbering System as Primary 
Contractor Identification (FAR Case 95-
307) 

This interim rule amends the FAR by 
adding a new solicitation provision at 
52.204-6, and revising Standard Forms 
294 and 295 to replace the Contractor 
Establishment Code with the Data 
Universal Numbering Syslem number as 
the means of identifying contractors in 
the Federal Procurement Data System 

Item IV—Inapplicability of Cost 
Accounting Standards to Contracts and 
Subcontracts for Commercial Items 
(FAR Case 96-310) 

This final rule amends FAR Part 12 to 
Implement Section 4205 of the Clinger-
Cohen Act of 1996 (Pub. L. 104-106) 
(formerly Federal Acquisition Reform 
Act (FARA)). Section 4205 amends 41 
u s e, 422(0 to provide that the 
statutory requirement for mandatory use 
of Cost Accounting Standards (CAS) 
need not apply to contracts or 
subcontracts for the acquisition of 
commercial itens. While CAS generally 
will not apply to acquisitions of 
commercial items, CAS requirements 
may be Invoked as a matter of policy by 
the CAS Board, pursuant to the 
adhority provided in 41 U.S.C. 422. 

Item V—Allowable Cost and Payment 
Clause (FAR Case 93-024) 

This final rule amends the FAR to 
clarify that reimbursement of 
subcontract costs under cost-type 
contracts generally will not be made to 
a large business contractor until the 
contractor has made payment to the 
subcontractor. 
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• Item VI—Mentor/Protege Program (FAR 
Case 93-308) 

The Interim rule published as Item X 
of FAC 90-37 is finalized with minor 
clarifying changes. The rule permits a 
menlor firm under the DOD Pilot 
Mentor/Protege Program to be granted 
credil loward subcontracting goals for 
certain costs incurred in providing 
developmental assistance to its protege 
firms, and to award subcontracts on a 
noncompetitive basis to its protege 
firms. 

Item VII—Minority Small Business and 
Capital Ownership (FAR Case 95-028) 

This interim rule amends the FAR to 
reflect revisions lo the Small Business 
Administration's regulations at 13 CFR 
Parts 121 and 124. which address the 
Minority Small Business and Capital 
Ownership Development Program. The 
rule clarifies eligibility and procedural 
requirements for procurements under 
the 8(a) Program. 
Item VIII—Extension of Small Business 
Competitiveness Demonstration 
Program (FAR Case 96-328) 

This final rule amends FAR Subpart 
19.10 to implement Section 108, Title I 
(Amendments to Small Business 
Administration Acl). of the National 
Defense Aulhorization Act for Fiscal 
Year 1997 (Pub. L. 104-208). Section 
108 extends the Small Business 
Competitiveness Demonstration 
Program (15 U.S.C. 644 note) until 

ySeptember 30, 1997. 
Item IX—Morale. Heallh, Welfare 
Costs/Contractor Overhead Certification 
(FAR Case 92-613) 

This final lule amends the cost 
principle at FAR 31.205-1, Public 
Relations and Advertising Costs, by 
removing from pai agiaph (0(5) the 
parenthetical reference to olher cost 
principles to eliminate any confusion as 
to which cost principle governs. 

.̂ .̂./ftem X—Inpairment of Long-Lived 
Assets (FAR Case 95-003) 

This final rule amends the FAR to 
clarify the cost allowability rules 
conceming the recognition of losses 
when carrying values of impaired assets 
are written down for financial reporting 
purposes. 

^ / ^ e m XI—Local Govemment Lobbying 
Costs (FAR Case 96-003) 

This Interim rule amends the FAR to 
make allowable the costs of lobbying 
activities to influence local legislation 
in order lo directly reduce contract costs 
or to avoid material Impairment of the 
contractor's authority lo perform the 
contract. 

and Regulations 67409 

Item XII—Clause Flowdown (FAR Case 48 CFR Parts 1, 9,14,19, 22, 33, and 
92-035) 

This final mle amends the FAR by 
eliminating requirements for prime 
contractors to flow down clause 
provisions to their subcontractors or 
suppliers from FAR clauses 52.215-26, 
52.216-5, 52.216-6, 52.216-16, 52.216-
17, 52.222-1, 52.236-21, 52.244-2(1), 
52.246-23, 52.246-24, and 52.246-25. 
Item XIII—Collection of FASA-Related 
Infonnation Within the Federal 
Procurement Data System (FAR Case 
95- 310) 

This final mle amends the FAR to 
change the Standard Form 279, Federal 
Procurement Data System (FPDS)— 
Individual Contract Action Report, and 
Standard Form 281, Federal 
Procurement Data Syslem (FPDS)— 
Summary Contract Action Report 
($25,000 or Less), to Incorporate new 
information categories required by the 
Fedeial Acquisition Streamlining Act of 
1994. 

Item XrV—Technical Amendments 

These technical amendments have 
been made to correct typographical 
enors, FAR citations, and clause dates. 

Dated December I I , 1996 
Edward C. Loeb, 
Director. Federal Acquisition Folicy Division. 
Federa] Acquisition Circular 
Number 90-43 

Federal Acquisition Circular (FAC) 
90-43 is issued under the authority of 
the Secretary of Defense, the 
Administrator of General Services, and 
the Adminislrator for the National 
Aeronautics and Space Administration. 

FAR cases 96-601,93-308,95-307. 
96- 328, 95-310, 95-028 and 96-003 are 
effective December 20, 1996. FAR case 
96-310 is eflective January 1, 1997. FAR 
cases 96-004. 93-024, 92-613, 95-003 
and 92-035 are effective February 18, 
1997. 

Dated: December 10, 19%. 
Eleanor R. Spector, 
Director, Detense Procu/ement. 

Dated: December 10, 1996 
Ada M. Ustad, 
Deputy Assodate Administrator. Ottice of 
Acquisiiion Policy. 

Dated: December 10, 1996 
Tom Luedtke, 
Deputy Associate Administrator for 
Procurement, National AeronauUcs and 
Space Administration. 
IFR Doc %-32000 Filed 12-19-96, 8 45 am] 
BILLMG CODE teZO-EP-P 

52 
(FAC 90-43, FAR Case 96-601, ttem q 
RIN 9000-AH31 

Federal Acquisition Regulation; FASA 
and the Walsh-Healey Public Contracts 
Act 

AGENCIES: Department ofDefense (DOD), 
Genera] Services Administration (GSA), 
and National Aeronautics and Space 
Administration (NASA). 
ACTION: Interim rule with request for 
comment. 

SUMMARY: The Civilian Agency 
Acquisition Council and the Defense 
Acquisition Regulations Council have 
agreed to an interim rule amending the 
Federa] Acquisition Regulation (FAR) to 
eliminate the requirement that covered 
contractors under the Walsh-Healey 
Public Contracts Act must be either the 
manufacturer of or a regular dealer In 
the materials, supplies, articles, or 
equipment to be manufactured or used 
in the performance of the contract. 
Section 7201 of the Federal Acquisition 
Streamlining Act of 1994 (Public Law 
103-355) amended the Walsh-Healey 
Public Contracts Act to repeal the 
"manufacturer" or "regular dealer" 
requirement. This regulatory action was 
not subject to Office of Management and 
Budget review under Executive Order 
12866, dated September 30,1993, and is 
not a major rule under 5 U.S.C. 804. 
DATES: EtTective Date: December 20. 
1996. 

Comment Date: Commenls should be 
submitted to the FAR Secretariat at the 
address shown below on or before 
Febmary 18, 1997 to be considered in 
the formulation of a final rule. 
ADDRESSES: Interested panies should 
submit written comments to: General 
Services Administration, FAR 
Secretariat (MVRS), 18th & F Su-eets, 
NW, Room 4035, Attn: Ms. Beverly 
Fayson, Washington, DC 20405. Please 
cite FAC 90-43, FAR case 96-601, In all 
correspondence related to this case. 
FOR FURTHER INFORMATION CONTACT: Mr. 
Jack O'Neill at (202) 501-3856 In 
reference to this FAR case. For general 
information, contact the FAR 
Secretariat, Room 4035, GS Building, 
Washington, DC 20405 (202) 501-4755. 
Please cite FAC 90-43, FAR case 96-
601. 

SUPPLEMENTARY INFORMATION: 

A Background 
On August 5, 1996 (61 FR 40714), the 

Department ofLabor (DOL) published a 
final mle implementing the changes 
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made by the Federal Acquisition 
Streamlining Actof 1994 (FASA) to the 
Walsh-Healey Public Contracts Act 
(PCA). The FAR is being revised al this 
time, consistent with the DOL final mle. 

B. R^latory Flexibility Act 

The interim mle is not expecied to 
have a significant economic Impact on 
a substaniial number ofsmall entities 
within the meaning ofthe Regulalory 
Flexibility Act, 5 U.S.C. 601, ef seq., 
because the mle merely amends the 
FAR to conform to revisions to DOL 
regulations reflecting repeal ofthe 
"maDufacluier" and "regular dealer" 
requirements under the PCA. DOL has 
deiermined that the revisions to its 
regulations will not have a significant 
economic impact on a substantia] 
nuinber of small entities. Accordingly, 
these conforming FAR amendments are 
not expected lo have a significant 
economic impact. An Initial Regulatory 
Flexibility Analysis has, therefore, not 
been pwrformed. Comments are invited 
fromsmall businesses and olher 
interested fjarties. Commenls from small 
entities concerning the affected FAR 
parts also will be considered in 
accordance with 5 U.S.C. 610. Such 
commenls musl be submitted separately 
and cile 5 U.S.C 601, ef seg (FAR case 
96-601), in correspondence. 

C. Paperwork Reduction Acl 

The Paperwork Reduction Acl does 
not apply because the changes to the 
FAR do nol impose recordkeeping or 
information collection requirements, or 
collections of information from offerors, 
conlractors, or membere of the public 
which requiie the approval of the Office 
ofManagement and Budget under 44 
U.S.C. 3501, ef seq. 
D. Determination to Issue an Interim 
Rule 

A determination has been made under 
the authority of the Secretary of Defense 
(DOD), the Administrator of General 
Services (GSA), and the Administrator 
of (he National Aeronautics and Space 
Administration (NASA) that urgent and 
compelling reasons exist to promulgate 
this interim mle withoul prior 
opponunity for public comment, 
because implementation of this change 
is required by Section 7201 of the 
Federal Acquisition Streamlining Act of 
1994 and Department of Labor 
regulations. However, pureuant to 
Publk: Law 98-577 and FAR 1.501, 
public comments received in respwinse 
to Ihis interim mle will be considered 
in the formulation of the final mle. 

List OfSubjects in 48 CFR Parts 1, 9, 14, 
19, 22, 33, and 52 

Government procurement. 
Dated: December 11, 1996. 

Edward C. Loeb. 
Director, Federal AcquisiUon Policy Division. 

Therefore, 48 CFR Parts 1, 9, 14, 19, 
22, 33, and 52 are amended as set forth 
below: 

1. The authority citation for 48 CFR 
Parts 1, 9, 14, 19, 22, 33, and 52 
continues to read as foUows: 

Authority: 40 U S C. 486(c); 10 U.S.C. 
Chapter 137; and 42 U.S.C. 2473(c). 

PART 1—FEDERAL ACQUISITION 
REGULATIONS SYSTEM 

1.106 [Amended] 
2. The table in section 1.106 is 

amended under the "FAR Segment" and 
"OMB Control Number" columns by 
removing the entry for "22.606-2(b)". 

PART 9—CONTRACTOR 
QUALIFICATIONS 
9.103 [Amended] 

3. Section 9.103 paragraph (b) Is 
amended in the third sentence by 
removing "and Determinalions of 
Eligibility". 
9.104-1 [Amended] 

4. Section 9.104-1 isamended in 
paragraphs (a), (e), and (f) by revising 
the citation "9.104-3(b)" to read 
"9.104-3(a) "; and in paragraph (c) by 
revising the citation "9.104-3(c)" to 
read •'9.104-3(6)". 

9.104-3 [Amended] 
5. Section 9.104-3 is amended by 

removing paragraph (a), and by 
redesignating paragraphs (b) through (e) 
as (a) through (d), reflectively. 
9.702 [Amended] 

6. Section 9.702 is amended by 
removing paragraph (d), and by 
redesignating paragraphs (e) and (f) as 
(d) and (e), repectively. 

PART 14—SEALED BIDDING 

14.205-1 [Amended] 
7. Section 14.205-1 (d)(2) is amended 

by removing "(the manufacturer or 
regular dealer)". 

PART 19—SMALL BUSINESS 
PROGRAMS 

19.001 [Amended] 
8. Section 19.001 isamended by 

removing the definition for 
"Determination of eligibility". 

19.102 (Amended] 
9. Section 19.102(0(1) is amended by 

removing the fifth sentence, and in the 
last sentence by removing "regular 
dealer" and Inseriing 
"nonmanufacturer" in itsplace. 

Subpart 19.6—Certificates of 
Competency 

10. The subpart heading for Subpart 
19.6 Is revised to read as sel forth above. 
19.601 [Amended] 

11. Section 19.601 is amended by 
removing paragraph (c) and by 
redesignating paragraph (d) as (c). 
19.803 [Amended] 

12. Section 19.803(a)(3) is amended 
by removing the last sentence. 

PART 22—APPLICATION OF LABOR 
LAWS TO GOVERNMENT 
ACQUISITIONS 

22.601 [Reserved] 
13. Section 22.601 Is removed and 

reserved. 
14. Section 22.602 is revised to read 

as follows: 
22.602 Statutory requirements. 

Except for the exerr^itions at 22.604. 
all contracts subject to the Walsh-Healey 
Public Conu-acts Act (the AcO (41 U.S.C. 
35-45) and entered into by any 
executive department. Independent 
establishment, or other agency or 
instmmentality of the United States, or 
by Ihe District of Columbia, or by any 
corporation (all the stock of which is 
beneficially owned by the United States) 
for the manufacture or furnishing of 
materials, supplies, articles, and 
equipment (referred to in this subpart as 
supplies) in any amouni exceeding 
$10,000, shall include or Incorporate by 
reference the stipulations required by 
the Act pertaining to such mattere as 
minimum wages, maximum houre, child 
labor, convict labor, and safe and 
sanitary working conditions. 
22.604-2 (Amended] 

15. Section 22.604-2 isamended by 
removing paragraph (b) and by 
redesignatmg paragraph (c) as (b). 
22.606 [Reserved] 
22.606-1 and 22.606-2 [Removed] 

16. Section 22.606 and subsections 
22.606-1 and 22.606-2 are removed and 
22.606 is reserved. 
22.607 (Reserved] 

17. Section 22.607 is removed and 
reserved. 

18. Section 22.608 is revised to read 
as follows: 
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22.608 Procedures. 
(a) Award. Wheri a contract subject to 

the Act is av/arded, the contracting 
officer, in accordance w i t h regulations 
or Instmctions issued by the Secretary 
ofLabor and ind iv idual agency 
procedures, shall furnish to the 
contractor DOL publ icat ion WH-1313 , 
Notice to Employees Work ing on 
Government Contracts. 

(b) Breach o f st ipulat ion. In the event 
of a violat ion of a st ipulat ion required 
under the Act , the contracting off icer 
shall, in accordance w i t h agency 
procedures, noti fy the appropriate 
regional oflice of the DOL, Wage and 
Hour Division (see 22.609), and furn ish 
any Information available. 

22.608-1 through 22.608-6 [Removed] 
19. Subsections 22.608-1 through 

22.608-6 are removed, 

22.609 [Amended] 
20. - 2 1 . Section 22.610 is revised to 

read as fol lows: 

22.610 Contract clause. 
The contiact ing officer shall insert the 

clause at 52.222-20, Walsh Healey 
Public Contracts Act, in sol icitat ions 
and contracts covered by the Act (see 
22.603, 22.604, and 22.605). 

PART 33—PROTESTS, DISPUTES, 
AND APPEALS 

22. Section 33.102(a) is amended by 
revising the lasl sentence lo read as 
fol lows: 

33.102 General. 
(a) * * • (See 19.302 for protests of 

small business status.) 

PART 52—SOLICITATION PROVISIONS 
AND CONTRACT CLAUSES 

62.219-14 [Amended] 
23. Section 52.219-14 is amended by 

revising the clause date to read "(DEC 
1996) " and in paragraph (b)(2) by 
removing "regular dealer i n " and 
Inserting "nonmanufacturer o f i n its 
place. 

62.222-19 [Reserved] 
24. Section 52.222-19 is removed and 

reserved. 

62.222-20 [Amended] 
25. Section 52.222-20 is amended in 

the Introductory text by revising 
"22.610(b)" to read "22.610 ", by 
revising the clause date to read "(DEC 
1996) ", and in paiagraph (a) by twice 
removing "represeniai ions and" . 

IFR Doc 96-32001 Filed 12-19-96, 8 45 am] 
BILLMG CODE SSZO-EP-f 

48 CFR Part 1 

[FAC 90-43; FAR Case 96-004; Kem II] 

RIN 9000-AH32 

Federal Acquis i t ion Regulat ion; 
Individual and Class Deviat ions 

AGENCIES: Department ofDefense (DOD), 
General Serv icesAdminist rat ion (GSA), 
and National Aeronautics and Space 
Admin is t ra t ion (NASA). 
ACTION: Final rule. 

SUMMARY: The Civ i l ian Agency 
Acquis i t ion Counci l and the Defense 
Acquis i i ion Regulations Counci l have 
agreed on a final m le to amend the 
Federal Acquis i t ion Regulation (FAR) to 
el iminate the requirements for a l l 
agencies to submit copies of approved 
ind iv idua l deviations to the FAR 
Secretariat, and for DOD and NASA to 
submit copies of approved class 
deviations to the FAR Secretariat. Th is 
regulalory act ion was not subject to 
Office of Managemenl and Budget 
review under Executive Order 12866, 
dated September 30, 1993, and is not a 
major rule under 5 U.S.C. 804. 
EFFECTIVE DATE: Febmary 18, 1997. 
FOR FURTHER INFORMATION CONTACT: Mr . 
Jack O'NeUl at (202) 501-3856 in 
refeience to this FAR case. For general 
Information, contact the FAR 
Secretariat, Room 4035, GS Bu i ld ing , 
Washington, DC 20405 (202) 501-4755. 
Please cite FAC 90-43, FAR case 9 6 -
004. 

SUPPLEMENTARY INFORIÎ ATION: 

A. Background 

DOD and NASA monitor approved 
deviations to the FAR and recommend 
revisions to the regulation as 
appropriate. Accordingly, col lect ion of 
their deviations by the FAR Secretariat 
is no longer considered necessary. 
Furthermore, col lect ion of Ind iv idua] 
deviations approved by al l agencies is 
no longer considered necessary and is 
being deleted f rom the regulation, 

B. Regulatory F lex ib i l i ty Ac t 

The final m l e does not constitute a 
signif icant FAR revision w i t h i n the 
meaning of FAR 1.501 and Public Law 
98-577, and publ icat ion for publ ic 
commenls Is not required. Therefore, 
the Regulatory F lex ib i l i ty Act does not 
apply. However, comments f rom small 
entit ies concerning the affected FAR 
part w i l l be considered in accordance 
w i t h 5 U.S.C. 610. Such comments must 
be submitted separately and cite 5 
u s e. 601, ef seq (FAC 90-43, FAR 
case 96-004), i n conespondence. 

C. Paperwork Reduction Act 

The Paperwork Reduction Act does 
not apply because the changes to the 
FAR do not impose recordkeeping or 
Information col lect ion requirements, or 
collections of informat ion f rom offerore, 
contractors, or membere of the publ ic 
wh ich require the approval of the Office 
ofManagement and Budget under 44 
u s e . 3501. efseq. 

List ofSubjects In 48 CFR Part 1 

Government procurement. 
Dated: Deceinber 11. 1996. 

Edward C, Loeb. 
Director. Federal A cquisiUon Policy Division. 

Therefore, 48 CFR Part 1 is amended 
as set for th below: 

PART 1—FEDERAL ACQUISITION 
REGULATIONS SYSTEM 

1. The author i ty ci tat ion for 48 CFR 
Part 1 continues to read as fo l lows: 

Authority: 40U.S.C 486(c); lOU.S.C. 
chapter 137; and 42 U.S.C. 2473(c). 

2. Section 1.403 is amended by 
revising the last sentence to read as 
fol lows: 

1.403 Individual deviations. 
• * * The just i f icat ion and agency 

approva] shall be documented i n the 
contract file. 

3. Section 1.404 isamended by 
revising the last sentence of the 
introductory text to read as fo l lows: 

1.404 Class deviations. 
• * * For c iv i l ian agencies other than 

NASA, a copy ofeach approved class 
deviation sl ial l be furnisl ied to the FAR 
Secretariat. 
• • • • • 

4. Section 1.405 isamended by 
revising paragraphs (d) and (e) to read 
as fol lows: 

1.405 Deviations pertaining to treaties and 
executive agreements. 
• • • * • 

(d) For c iv i l i an agencies other than 
NASA, a copy of tbe text deviat ion 
authorized imder paragraph (b) or (c) of 
this section shall be transmitted to tlie 
FAR Secretariat through a central 
agency control po i n t 

(e) For c iv i l ian agencies other than 
NASA, i f a deviation required to c o n p l y 
w i t h a treaty or an executive agreement 
is not authorized by paragraph (b) or (c) 
of this section, then the request for 
deviation shall be processed through the 
FAR Secretariat to the Civ i l ian Agency 
Acquis i t ion Council . 

(FR Doc 96-32002 filed 12-19-96, 8:45 am) 
BILLMS CODE ES20-EP-P 
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48 CFR Parts 4 ,52 , and 53 

(FAC 9043, FAR Case 9S-307. ttem III] 

RIN 9000-AH33 

Federal Acquisi t ion Regulat ion; Use of 
Data Universal Numbering System as 
Primary Contractor Identi f icat ion 

AGENCIES: DepartmentofDefense (DOD), 
Ceneral Services Admin is t ra t ion (GSA), 
and National Aeronautics and Space 
Administrat ion (NASA). 
ACTION: Inter im m le w i t h request for 
comment. 

SUMMARY: The Civ i l ian Agency 
Acquisi t ion Council and the Defense 
Acquis i t ion Regulations Counci l have 
agreed to an inter im rule wh i ch amends 
the FAR by adding a new sol ic i tat ion 
provision at 52.204 6, and by revising 
Siandard Forms 294 and 295, to replace 
the Contraclor Establishmeni Code 
(CEC) w i t h the Data Universal 
Numbering Syslem (DUNS) number as 
the means of idenl i fy ing contraetore i n 
the Federal Procurement Data System. 
This regulatory aci ion was not subjeci to 
Office ofManagement and Budget 
(OMB) review under Executive Order 
12866, dated September 30, 1993, and is 
not a major m le under 5 U.S.C. 804. 
DATES: Effective Date: December 20, 
1996. 

Comment Date: Comments should be 
submitted to Ihe FAR Secretariat at the 
addiess shown belovi' on or before 
Febmary 18, 1997 to be considered in 
the formuial ion of a final rule. 
ADDRESSES: Interested parties should 
submil v\'ritten comments to: General 
Services Adminis t rat ion, FAR 
Secretariat (M\'RS), 18lh & F Su-eets, 
NW, Room 4035. A l tn : Ms. Beverly 
Fayson. Washington, DC 20405 Please 
cite FAC 90 43. FAR case 95-307, in al l 
correspondence related to this case. 
FOR FURTHER INFORMATION CONTACT: Ms. 
Linda Klein at (202) 501-3775 i n 
reference to this FAR case. For general 
information, contact the FAR 
Secretarial, Room 4035. GS Bui ld ing . 
Washington, DC 20405 (202) 501-4755. 
Please cite FAC 90 43, FAR case 95-307. 

SUPPLEMENTARY INFORMATION: 

A. Background 

This in ter im m le amends FAR Parts 4, 
52, and 53 (i.e., block 2 of Standard 
Form (SF) 294, Subcontracting Report 
for Individual Coniracts. and SF 295, 
Sumniary Subcontract Report). FederaJ 
agencies report data to the Federal 
Procurement Dala Center, w h i c h 
collects, piocesses, and disseminates 
off icial statistical data on Federal 
contracting. 

B. Regulatory Flexib i l i ty Act 

The in te r im m l e is not expected to 
have a signif icant economic Impact on 
a substantial number o f sma l l entit ies 
w i t h i n the meaning of the Regulatory 
F lex ib i l i ty Act , 5 U.S.C. 601 , et seq.. 
because the rule merely replaces the 
CEC w i t h the DUNS number to Ident i fy 
contractors in the Federal Procurement 
Data System It is estimated that i t w i l l 
take each contractor only 5 minutes to 
request a DUNS number f rom Dun and 
Bradstreet. A n Ini t ia l Regulatory 
F lex ib i l i ty Analysis has, therefore, not 
been performed. Comments are inv i ted 
f rom small businesses and other 
interested parties. Comments f rom small 
entit ies concerning the affected FAR 
parts also w i l l be considered i n 
accordance w i t h 5 U.S.C. 610. Such 
coniments must be submitted separately 
and cite 5 U.S.C. 601, ef seq (FAR case 
95-307), i n conespondence. 

C. Paperwork Reduction Act 

The Paperwork Reduction Act (Pub. 
L. 96-511) is deemed to apply because 
the in te r im m le contains informat ion 
col lect ion requirements. Contraetore 
w i l l now have to obtain/report a 
contractor ident i f icat ion number (i.e., 
DUNS number). Accordingly, a request 
for approval of a new informat ion 
col lect ion requirement has been 
submitted to the Office of Management 
and Budgel under 44 U.S.C. 3501, er 
seq. 

D. Determinai ion To Issue an In te r im 
Rule 

A delerminat ion has been made under 
the author i ty of the Secretary of Defense 
(DOD). the Administrator of General 
Services (GSA), and the Administrator 
of the Nalional Aeronautics and Space 
Admin is t ra t ion (NASA) that urgent and 
compel l ing reasons exist to promulgate 
this in ter im m le wi thout pr ior 
oppor tuni ty for publ ic comment. The 
Federal Procurement Data System 
(FPDS) report ing requirements are 
cunent ly being revised to conform to 
the requirements ofSect ion 10004 of the 
Federal Acquis i t ion Streamlining Act of 
1994 (FASA). Th is ru le implements a 
determination made by the Office of 
Federal Procurement Policy to use the 
DUNS number for FPDS report ing 
purposes in place of the CEC and to 
ident i fy vendore i n tbe Federal 
Acquis i t ion Computer Network 
(FACNET) vendor registration database. 
Agencies may begin reporting the DUNS 
number w i t h FY 1996 firet quarter 
submissions to the Federal Procurement 
Data Center. For this reason, and 
because of the intenelat ionship of this 
revision and the FASA-related changes 

to the FPDS, publ icat ion o f a n in ter im 
rule is considered necessary. However, 
pursuant to Pub. L. 98 577 and FAR 
1.501, publ ic comments received i n 
response to this In ter im m le w i l l be 
considered i n the formulat ion of the 
final rule. 

List ofSubjects in 48 CFR Parts 4, 52, 
and 53 

Govemment procurement. 
Dated: December 11, 1996 

Edward C. Loeb, 
Director. FederalAcquisition PoUcy Division. 

Therefore. 48 CFR Parts 4, 52, and 53 
are amended as set for th below: 

1. The author i ty c i tat ion for 48 CFR 
Parts 4, 52, and 53 continues to read as 
fo l lows: 

Authority: 40 U.SC. 486(c); 10 U.S.C. 
chapter 137; and 42 U.S.C. 2473(c). 

PART 4—ADMINISTRATIVE MATTERS 

2. Section 4.602(d) is revised to read 
as fo l lows: 

4.602 Federal Procurement Data System. 
• • • • • 

(d) The contracting officer shall report 
a Contractor Ident i f icat ion Number for 
each successful offeror, A Data 
Universal Number ing System (DUNS) 
number, w h i c h is a nine-digit ntmiber 
assigned by Dun and Bradstreet 
Informat ion Services to an 
eslablishment, is the Contractor 
Ident i f icat ion Number for Federal 
contraetore. The DUNS mmiber reported 
must ident i fy the successful offeror's 
name and address exacdy as staled in 
the offer and resultant contract. The 
contracting off icer shall ask the offeror 
to provide its DUNS number by using 
the provis ion prescribed at 4.603(a). ff 
the successful offeror does not provide 
its number, the contracting officer shall 
contact the offeror and obtain the DUNS 
number. 

3. Section 4.603 is revised to read as 
fo l lows: 

4.603 Solicitation proviskms. 
(a) The contracting officer shall Insert 

the prov is ion at 52.204-6, Contractor 
Ident i f icat ion Number—Data Universal 
Number ing System (DUNS) Number, i n 
sol ici tat ions that are expected to result 
i n a requirement for the generation of an 
SF 279, Federal Procurement Data 
System (FPDS)—Individual Contract 
Ac t ion Report (see 4.602(c)), or s imi lar 
agency f o r m 

(b) The contraci ing officer shall insert 
the provis ion at 52.204-5, Women-
Owned Business, in all solicitations that 
are not set aside for smal l business 
concems and that exceed the s impl i f ied 
acquisi t ion threshold, when the contract 
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is to be performed inside the United 
States, its* territories or possessions, 
Puerto Rico. Ihe Tmst Terr i tory o f t he 
Pacific Islands, or the Dislr ic i of 
Columbia. 

PART 52—SOLICITATION PROVISIONS 
AND CONTRACT CLAUSES 

4. Seclion 52.204-5, introductory text, 
is revised to read as fol lows: 

S2.204-6 Women-Owned Business. 

Asprescribed in 4.603(b), Insert the 
fol lowing provision: 
• • * • * 

5. Section 52.204-6 is added to read 
as follows: 

S2.204-6 Contractor Identification 
Number—Data Universal Numbering 
System (DUNS) Number. 

As prescribed in 4.603(a). insert the 
fol lowing provision: 

CONTRACTOR IDENTIFICA'nON 
NUMBER-DATA UNIVERSAL 
NUMBERING SYSTEM (DUNS) NUMBER 
(DEC 1996) 

(a) Contractor Idenufication Number, as 
used in this provision, means "Data 
Universal Numbering System PUNS) 
number," which is a nine-digit number 
assigned by Dun and Bradstreet Information 
Services. 

(b) Contractor idenufication is essential for 
complying with statutory contract ref>ortlng 
requirements. Therefore, the offeror Is 
requested to enter, in the block with its name 
and address on the Standard Form 33 or 
similar document, the armotaUon "DUNS" 
followed by the DUNS number which 
IdenUfies the ofTeror's name and address 
exactly as stated In the offer. 

(c) If the offeror does not have a DUNS 
number. It should contact Dun and Bradstreet 
directly to obtain one. A DUNS number wi l l 
be provided immediately by telephone at no 
charge to the offeror. For informaUon on 
oblaining a DUNS numl>er, the offeror should 
call Dun and BradsUeetat 1-800-333-0505. 
The offeror should be pref>ared to provide the 
following information: 

(1) Company name. 
(2) Company address 
(3) Company telephone number. 

(4) Line of business. 
(5) Chief executive ofllcer/key manager. 
(6) Date the company was started. 
(7) Number of people employed liy the 

company. 
(8) Company afniiaUon. 
(d) Offerors located outside the United 

States may obtain the locaUon and phone 
number of the local Dun and Bradstreet 
InformaUon Services office from the Intemet 
Home Page at hnp://www.dbisna.com/dbis/ 
customer/custlist.htm. I fan offeror is unable 
to locate a local service center, i l may send 
an e-mail to Dun and Bradstreet at 
globalinfo0dbisma.com. 

(End of fvovision) 

PART 53—FORMS 

63.219 [Amended] 

6. Section 53.219 is aniended In 
paragraphs (a) and (b) by revising "(Rev 
Oct 1995)" to read "(REV. 10/96)". 

7. Section 53.301-294 is revised to 
read as fo l lows: 

63.301-294 Subcontracting Report for 
Individual Contracts 
BILLMO CODE S820-EP-P 
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SUBCONTRACTING REPORT FOR INDIVIDUAL CONTRACTS 
(See Instructions on re versa) 

OfvlB No.: 9000-0006 
Expirer 03/31/98 

Publtc reporting burden for this collection of information is estimated to average 3 hours per response, inciuding the time for 
rcviewing inttructions, searching existing data sources, gsthering and mtinuining the data needed, and completing and reviewing 
tbe collection of information. Send comments regarding this burden estimate or any other aspect of this collectnn of information, 
inciuding suggestions for reducing this burden, to the FAR Secretariat (MVR], Federal Acquisition Policy Divisioa GSA, Washington, 
DC 20406. 

1. conponATioN. COMPANY on SUBOTVISIOM COVEKD 
«. COyPANY NAME 

3. OATE SUBMrnEO 

k. STMCT AOORESS 4. UPOKTIMS KWOO FHOM INCinOH Of CONTHACT TMW: 

c. CITY d STATE I z r CODE MAR 11 • 
YEAR 

SEPTIO 

8. TYPE OF RBOm-
2, CONTRACTOR IO»TtFICATION NUMBER 

RCGULAR • FMAL • RCVISED 

6 ADMINtSTERMO ACTr^nV (Plf— ehtck fiplictth box] 

§ AIMV 

HAVY 

A « FORCE 

OSA 

OOE 

DEFENSE LOGISTtCS AOENCV 
SNASA 

OTHER FEOERAL AQENCY fS^m^ 

7. REPORT SUBMITTEO AS ICIitck ent eni/previdt ^prc/initl number! a. AQENCY OR CONTRACTOR AWAROnO CONTRACT 

O PNME CONTRACTOR 

SUBCONTRACTOR 

PRIME CONTHACT NUMBCR <. AOENCrS OR CONTRACTOR S NAME 
O PNME CONTRACTOR 

SUBCONTRACTOR 
SUBCONTRACT NUMBER b. STREET AOORESS 

t . DOLLARS AND PERCENTAGES M TME FOLLOWING BLOCKS: 

DO w a U D E INDIRECT COSTS Q OO NOT •Wa.UDE INOIRCCT COSTS 

e. CtTY d. STATE • . z r CODE 

SUBCONTRACT AWARDS 

TYPE 
CURRENT GOAL ACTUAL CUMULATIVE TYPE 

WHOLE OOLLARS PERCENT WHOLE DOILMB 

10a. SMALL BUSINESS CONCERNS Unclude SDB. WOSB. 
HBCU/MII (Dollar Amount and Parcant of /Oc./ 

10b. LARGE BUSINESS CONCERNS IDollar Amount and Percent 
Of lOc.l 

ji.-;:iv<;. ••.yiy-.^yili.. 

10c. TOTAL ISum of 10a and lOb.l 

11. SMALL DISADVANTAGED (SDB) CONCERNS UncJuda 
HBCU/hAII IDollar Amount and Percent of lOc) 

12. WOMEN-OWNED SMALL BUSINESS (WOSB) CONCERNS 
fDoJIar Amount and Parcant of lOc.l 

13. RBHARKS 

U a NAME Of MOIVIDUAL ADMINISTERING SUBCDNTRACTING f^AN 14b. TELEPHONC MIMBER 
AREA COOE NUMBER 

AUTHORIZED FOR LOCAL REPRODUCnON 
Praviou* •diiiofi ia not uaabia STANOARO FORM 294 (REV i»Be) 

Praacribad by OSA^AR |4B CFRJ S3. ] l * |a l 
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Q»ERAL MSTRUCnOia 

1. Thi* raport It not raqulrad from onb l buiin* 

1. Tht« rapert i i net required for commerciel product* for which • 
eompiny-wide innu i l pten 6.1., • Commirciel freducta PUn) h i f bien 
approved, nor ttom lerge i>uanei» i in the Oepertment of Defente IDOO) 
Ttat Progrim for Negsliition ef Compcthtnttve Subcontrecting Fl int . 
Tht Summiry Subcontract Report (SF 29S) i t required for contrtctort 
optrtting lindtr ont of t h t t t two conditiont tnd thould b t tubmined le 
tfie Government in eccordenoe with the inttruclioni on that (otm. 

3. T I M form eofltcia tut>conlrtct awerd deta from print* 
Gontrictora/tubcontrectort thet: (t) hold one or mort contractt over 
1500,000 (over $1,000,000 for conttruction of e public ftcil ity); and (b) 
t r t tequired to report eubeonttectt t w t r d t d to Smtll But in t t t (SB), 
SmaU Oitedvanteged Butinett (SDBI, ind Women-Owned Smtll Butinet* 
(WOSB) concern* under * *ubcontrtcting pl tn. For th * D*pBrtment of 
Otfsnt* (000), tht Nttionel Aerontutict tnd Sptct Adminittrttion 
INASA), end the Cott t Gutrd, Ihit form elto colltctt tubcontrtet tward 
d i t t for HitlorictHy Blick CoNeget end Univertitiet (HBCUt) and Minority 
btttitutiont (MIt). 

4. Thit teport ie required for etch contrect containing t tubcontncting 
plen tnd mutt bt tubmitted lo th t edminiitritive contrecting officer 
IACO) or eontrtcting offieer it no ACO it atsigned, teml-annutlly during 
eontrect performtnce for the periodt tnded March 31*t end Sepiember 
SOth. A eeptrt t t raport i t raquirad lor eech eontreet at contract 
completion. Rtportt t r t dut 30 d i y t after the d o t t of t t e h reporiing 
period unlett o th t rw i t t directed by the contracting offietr. Report* ara 
raquirad whan due. regardlett ef whether viera het bean any 
tubcontraeting tetivity rinet the Inceptien ef tfw eenlreel er t inct the 
pravlout report. 

5. Only eubeontrecti involving ptrformtnce wit)wn the U.S., l i t 
potsit i iont. Putrto Rico, tnd the Trutt Tenitory of the Picific Meruit 
t h o M be irtcludtd in thit repon. 

i . Kvchatet Irom t eorporation. eomptny, er tubdivition that le an 
•If i l i t t t of the prime/tubcontrector ere not included in thit rapert. 

7. Subeontrtct t w t r d datt reported en tfut form by primt 
contrictort/tubcontrtctora tht l l b t limited to ewerdt mede 10 Iheir 
immediitt tubcontrtetert. Cradit cenrwl be U i e n for t w t r d t medt to 
lower tier tubeonlrteter*. 

SPEanc INSTRUCTIOfM 

BLOCK 2: For th * Contractor Idintificition Numbtr, tn t t r the nine-digit 
D*ta Univ*r(al Numbering Syttem (DUNS) number th t t idtntiriet the 
tptcifie contraetor t t t tbl i thment. If tt ieri i t no DUNS number tvtilble 
ttilt idtnt i f i t i tht exect n tm* *nd *ddr t t t tntered in Block 1, contect 
IXin *nd Br id t t r t t t Informttion Servicat t t 1-B0O-333-0505 to g t t one 
f r t t of chtrge ovtr the telephone. Be preptred to providt tht following 
informttion: (1) Compiny name; (2) Comptny addreea; (3) Comptny 
tetephone number; (4) Line of but int t* : (SI Chi*f *x*cutiv* officer/kev 
menig*r; (61 Ol t * t h * compiny w t t ettrted; (7) Number of people 
employed by the compeny; end; (B) Compiny effil i it ion. 

BLOCK 4: Cheek only one. Note thet e l tubcontrtet •w*rd d*t* 
raportod on thit form r*pr*tant* tctivKy (inc* th * inc*ption of th * 
contr*cl through tht d t t t indicited in thie block. 

BIOCK 5: Cheek whettier Ihit rtport i t • 'Reguler,* 'Finel,* and/or 
*R*viMd* r*port. A ' rmel* raport ahould b* checked eidy If tfi* 
conutcior h i t compleud the contract er eubcenlrtct raported In Block 
7. A 'Revited* repori i* a chenge to t rtport prtvioutly tubmitted ler 
ttie tamt ptriod. 

•LOCK B: Idtntify the depertment or egency edminittering ttie majority 
of tubcontncting plant. 

BLOCK 7: Indiettt whtther tfie reporting contrector i t Mbmitting tfwt 
Itport t t * prim* eontreetor or *ubcantr*ctor end the prime contrect or 
*ubcontr*et numb*r. 

•LOCK • : Ent*r th* neme and addres* of tti* Federel depertment or 
egency *w*rding the contrect or the prime centreetor ewerding tfu 
cube onirect. 

•LOCK 9: Check the ^ipropriet* block to indic*!* wh*ttier indirect 
cot t i are ineluded in the doUer amountt in block* 10* through 12. To 
entura eemptrtbility b t twten the gotl end ectuei oolumne, the eonlrae

tor mey Include indirect co*t« in th * ectod cohunn only H tfw 
eubconuicting plen Ineluded indireet oot t t in tfw goal. 

•LOCKS 10a ttirough 12: Under 'Current Goal.* enter the doller 
ond p*re*ni go*t* in * ich ct t tgory (SB, SOB, tnd, WOSB) from tti* 
tubcontncting pdn approvod for ttii* conttact. Of th* original 
go* l* ig r * *d upon * l coniract tward hav* been revi**d * * 1 r**ult 
of controct modificotion^ *nt*r th * originol goeb in Block 13. Th* 
•mount* *nt*r*d in Btockt lOt through 12 thould nf toc i tfi* 
r*vi**d goele.) Under 'Actual Cuimdatfira,' *nt*r •ctual 
aubcontract •ehlevemems (doler end perceiM] from tfu Inceptien 
of l t u contract Ihrough Ae date e l the report ^ w n In Block 4 . In 
c**ei wh t r t indireet co«t* »r» included, tfu Mnount* (hould 
includ* both diroct iw* rd * *nd on •ppropriat* pror*t*d portion of 
indiroct •w* rd* . 

BLOCK 10*: R*port a l aufccontrictt (warded to SBt includuig 
tubconvtet t to SOBo wid WOSBt. For DOO. NASA, and Ceatt 
Ouard contractt. Include tubcontracling twardt to HBCUt end Mla. 

BLOCK 10b: Raport e l aufccontnct* awarded to lerge businettet 
ILB*). 

BLOCK 10c: Report on Ihit Unt the total of • ! eubcontreeta 
ewerded urujer thit contract (tht eum of linee 10* and 10b). 

BLOCKS 11 and 12: Eedi of ttiete itemt i t 1 tubctttgory of Block 
lO t . Nole Ihet in tomt c t t e t t l u tamt dolera mey bt roportod In 
botti Block 11 and Btoek 12 |i .«.. SDBt owned by women). 

BLOCK 1 1 : Rtport e l aubcontnelt aw(rd*d to SOBt (Includng 
women-owned SOBe). For 0 0 0 , NASA, end Coett 6u(rd 
contrtctt, include tubcontnct (ward* to HBCUt and Ml* . 

BLOCK 12: Report o l *ubcontnctt awarded to Women-Owned 
firmt (including SOBt owiud by women). 

BLOCK 13: Enter • th t t t n t r r t t iv t txplinatien H ( t l SB, SOB, er 
WOSB tccompliihmtnts f i l l below th t t which would b t txpteted 
uting • ttraight-lint ptefection of goal* ttirough tti* p*riod ol 
conirict p*rform*nc*; er •>! if thi* i« a f ind rtport. tny ona of ttu 
t h n t godt w i t not met. 

SPEaAL MSTRUCTIONS FOR COMMERCIAL PROOUCTS PLANS 

OCFINmONS 

1. Commerciil producti m t i n t productt eold in tub tun t i i l 
qutnt i t i t t to the qeneid pulilic and/or induttry at eiubKthed 
c*t*log or market prteea. 

2. Subeontnet moin t a conttact, purchat* oid*r, «m*ndm*nt. or 
othar l*gd obligalion •x*eut*d by tha prime 
conttector/tubcontnctor c i l ing for tuppl i t t or atrvict t required for 
the performtnct of Iht t t ^ in t l conttact or tubconttaet. 

3. Olrect Subconttact Awtrdt are Ihote tfiat ar* identified with 
Ihe p*rform*nce of one et mort tpecific Govemment cont t tct td. 

4 . lndir*et cot t t t r t tfaait which, beceuse of incurrence for 
common or joint ptjrpese*, *r* t u t Ideniified with *p*clflc 
Govortwnwit eonttaet*: tfwte iward t ar* ralatad lo (aovernment 
conttact p*rform*nc* bul i*m«in for (Itocation after direct eward* 
h*v* b**n d*t*rmined and identifiod to 9*ei f ic Government 
conttectt. 

DISTRIBUTION OF TMIS ICPORT 

Fer t tu Awerding Agencf or Contnctor 

Th* originel copy of tfai* roport diould b* provided to tfu 
conttecting officer i t th* egeney or conttictor identified in Block B. 
For conttectt with DOD. 1 copy thould alto be provided to the 
D t f t n t t Logittiet Agtncy (DLA) t t th t cognizani Defanaa Conttact 
M i n i g t m t n t A r t t Operaliant (DCMAO) offio*. 

Fer ttu Smt l Butinest itdkraivslrttfen ISBAI: 

A copy ol thit report musl be provided te ttu eogniient 
Commericel Merket Rapratenutive (CMR) at the time ef t 
compliance revitw. It leHOT rueeaaary to iaal the SF 2 M to SBA 
unleae apeclfledy raqueated by tfu CMR. 

STANOARO FORM 294 (RCV to-»S) BACK 

BILLMG CODE sa20-EP-C 
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8. Section 53.301-295 is revised to 
read as TGUOWS: 

S3.301-29S Suinmary Subcontract Report 

BILLMG CODE 6»20-EP-P 

SUMMARV SUS&aMTRACT REPORT 
fSaa Instructtons on revarsal 

OMB No.:9000-0007 
Expires; 03/31/98 

ftjblK reporting burdan for thia collaction of informalion ia aatimalad to averaoa IS hout t per raaponte, including the time for r t v i tw ing inttructiona. 
aaatching axiating data touteet, gatharing and maintaining tha data naadad. t nd complatifig atid tavlawing tha cotacbon of information. Sand 
comttianta ragardir^ thia tnitdan aatimata or any othar aapaci of thla collaction of Infotmation, kicluding luggatt iona for r t dudng th i t burden, to tha FAR 
Sestatarlai IMVR), Fadatal Acqulaitian Policy Oivlaion, GSA, Waahington, OC 2040S. 

1. CORPORATION. COMPANY OR SUBDrVRION COVERED 3. DATt SUSMlTTED 

a. COMPANV NAME 

k. tTWET ADOflESS ». MPOflTiNO rmoo: 

• OCTl-
" MARSI 

• OCTl . 
S O T M 

YEAR 
a. CTTY 4. STATt a. z r COOC • OCTl-

" MARSI 
• OCTl . 

S O T M 
S. TVPE Of REPORT 

J. COWTRACTOH IOENTIFICATION NUMBER 
D REOULAR • RNAL D REVWED 

(. AOMINISTtRMG ACTIVITY IPIttf e/ltct mvfctblt teMj 

NAW 
A« FORCE § OCFENSE LOGBTICS AOENCY 

NASA 
QSA B OOC 

OTMER FEDERAL AOOiCY |3>ac#yi 

7. REPORT SUBurTTEO AS (Ctieetm a. TYPE OF PLAN 

n PRME CONTRACTOR Q SOTH r~ l MDIVIOUAl n COMMEROAL PRODUCTS 

O SUaOMTRACTOR 
p auwit AcowutaciAi raooucT auw tnafY m i PcactKTAiH or IMC 
O O l U U l S D~ TViS M P O U T A T T K i a u - ' A a . J TO T X U A M N O r . 

t . CONTRACTOR S MAJOH PRODUCTS Ofl SERVICt LMES 

C U M U L A T I V E FISCAL YEAR S U B C O N T R A C T A W A R D S 
I R t p o r t cumu la t i ve f igures fo r repo r t i ng p e i i o d k i B loek 4 ) 

TYPE WHOLE DOLLARS 
PEK CNT 

T o naatMt ttnO^ 
of a %l 

10a. SMALL BUSINESS CONCERNS (Iriclude SDB. WOSB. HBCU/MII 
(Dolltr Amount and Percent of lOcI 

10b. LARGE BUSINESS CONCERNS (DoBar Amount and Parcent of tt)cj 

10c. TOTAL (Sum of 10a and 106.) 

11. SMALL OlSAOVAIfrAGED (SDBI CONCERNS (Doller Amount and Percent of fOc.l 

12. WOMEN-OWNED SMALL BUSINESS (WOSB) CONCERNS 
(DoUar Amount end Percent of lOcI 

13. HISTORICALLY BLACK COLLEGES AND UNIVERSITIES (HBCU) AND MINORPrY 
INSTITUTIONS (Ml) (IfappUcablel (Dollar Amount and Percent of IOct 

14. IVMARKS 

IS. CONTRACTOR'S OFFICIAI WHO ADMMlSTEflS tUaCONTRACTNQ PROQRAM 
a NAMC k. I l t t t c. TELEPHONE NUMBER 

AREA COOE NUMBCR 

I S . CHIEF EXECUTIVE OfTtCER 

a NAME c SIGNATURE 

k. ITTU a. DATE 

AUTHOfliZEO FOfl L O C A l REPRODUCTION 
PiaWiya aMbsn la net u iak la 

STANDARO FORM 295 iREV. io-»a) 
Piaacnbad ky QSA - FAR ) 4 t CFRI U . t K l a l 
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QENERAL M T R U C T l O M i 

1. TTth ftpMl b nol nqubvd fmm rnntM Mkitwm: 

2 . T M * r»nn c s k c t i aubcsn tmet %muf4 ^ ( a f M m p f W 
c*ntractom^Mbcontreclora tft«t; (•! hotd ona or moro c o n t / o c t i ov«« 1 5 0 0 , 0 0 0 
tevor 91,000.000 for c o n n m c t i e n o f o pubRc focf l i ty) ; ond (b) aro roquirod to 
ropon t u b c c m t r K t i owardad to Small B u a n a M (S6). SmaN DiaadvantaQod 
B u o n a i i 1506). and Womor>-OwT>od Small Buamata (WOSB) concoma undor a 
•ubcontract i f^ p lan. For tha Dapartmant o t 0 « f a n « IDOD), tho Matlonol 
Aoronautics ond Spaca Admlnlat ra i b n (NASA), w>d tha Caaal Quaid, thte f o r m 
a i m co loc ta auhcent rac i award data for HlaterfaaSv Stack Coitegoo and 
UntvonMaa (HBCUal and Mteai l lT teitllutbna ( M a ) . 

3. Thte loport i rwat bo aufandllod oomJ-anrwaty (for tho als montha ondod March 
S la t and tho two lva montha ortdad Saptambar SOtti) for c a n t r a c U w k h t f w 
Dapartmant ml Dafanaa (DOD) and annua iy (for tho twa l va ntontha orWod 
Saptambar SOth) tor cent /oc ta w h b chrMaa agartctea. axeapt fer contracta covorod 
by an approvod Comrrvorcial Produeta Ptan (aaa apoda l teatnictiona In rfght-hortd 
ookjmn). lUpor ta ara dua 30 daya af tar tfta c t e m o f aoch report ing ported. 

4 . T h k n p o r t may be aubmit tad en o cerporate, comparry, or aubdMaien to.a., 
plant or dnia ion operat ing on a aoporate pref i t contor) bar ia . un tew o t h o r w i m 
diractad by the egency awardirtg the cont roc t . 

5. If a prime cont roc t or/aubc entr actor te parformtrtg w o r h for moro t h a n one 
Fodaral agerwy, a mpara te roport i h a l bo aubmhtad ta oeeh eganey covertng only 
that ogBrtcy'a cont racta , p r o v e d at teaat one e f the t ogervcy a eontrecta te ovor 
tSOO.OOO (over « 1 . 0 0 0 . 0 0 0 for conat rucbon of * publte facKty) and containa e 
eubcontracting plarL P^ote tha t DOO te cenaidered to be e eingte ogency: aoo 
naat inatruetion.) 

6 . For DOO, o conaoBdalad report riveuU be eubmhtad f o r a l eentreeta a w e r t M 
by mBtary dapartmanta/aganctea and/or aubeentraete awan ted by OOD prbtw 
eontraetara. Howavar , DOD eontrectora involvad In eonatruct ion a r ^ rolatod 
maintar^afKO a r ^ rapair muat aubmrt a mpara ta raport for eoch DOD oorrtporwnt. 

7. Only aubcontracta invohnrtg per formance w i t h i n t h o U.S.. Ha peamaatene, 
Puorto Rteo. tho Truet Tamto ry o f tho Pacif ic telBr>da ehould be I n c h r e d bt 
thte report. 

B. Purchama f ram o eorporat ten, sompany , or eubdhrUion i f i a t te aa a f fBa ia ef 
tha prbna/aubco ntrac tor ara not btc ludad te thte raport. 

S. Subcontract ewerd data raportad o n thia f o r m by prima centractera/aubcort-
tractora thaM ba bmited to awarda mada to thair immediate aubcontractora. CradK 
canrwt bo takan for awante mada to tewar tter aubeeairoclerm. 

10. Soo apocial inatructtena in r ight-hand coh imn fo r Cemmercial Preducta Plane. 

SPCCIFIC mSTRUCTIOI t t 

Rapoi t onfy t h o m do le ra aubeontraotad thte f l m o l year for t lw parted 
tedteated te Steek 4 . 

•LOCK l O e : Repen e l eubeontrvcle awerded to SBe techtdteg aubcontroete 
«• BDBa and WOSSa. For 0 0 0 . NASA, end Coaet Ouard oontraeta. tecludo 
aubeontroctteg oworda lo HBCUe ortd Mte. 

•LOCK 10b : Rapon e l eubcontracte awardod to terge b o e o m e ILBal . 

• LOCK lOo : Ropon o n tttte fine t t w grand to ta l o f o l aubcon l racU (tho aum 
o f tewa 10a and lOb) . 

•LOCKS 11 and 1 3 : Eech o f t t w m kema te a eubcatogory o f Btock l O o . 
Neta t t w t h eomo caaaa tha aoma do la ra may bo raponad on bo th Stecfc 11 
artd Biack I X 0.0. , SDBa o w r w d by wor rwn) : H a w t e e aubcentrocte M 
HSCUa or Mla ritoubl ba raponad en bo th U o c k 11 ortd 1 3 L 

•LOCK 1 1 : Repoi t a l aubcontroeta awarded to SDBa ( k t c M I n g 
w o m a r v o w n a d SDBa). For DOO, NASA, and Coaat Ouard eont rvete, btcludo 
auboontroct awa ida to HBCLte artd Mla^ 

•LOCK 12 : Report e l aubcontroeta awarded to W o m o n - O w n o d S m a l 
Buairwaa firma GrtcVjdlrtg SOBa ownod by w o m e n ) . 

• L O C K 13 (For cont rec te w U i DOD. NASA, w t d Ceeet Quard l : Entar ttw 
do la r v ^ u a o f a l aubcontracta w i t h HBCUa/Mte. 

•PECUL naTRucnoMs FOR COMMERCIAL PRODUCTS PLANB 

1 . TNa ropert te duo o n Octobor 3 0 t h each yoar fe r tho prevtoua fiecal 
year ondod Sep tenber 3 0 l t L 

2 . Tha annual roport eubirtfttad by roport ing orgenbet lor ta t t ta t have an 
epprovod oompeny-wtde artrturi aubcontract i r tg p lan fo r comrrwrcial 
produeta ahaN irtcluda a l aubcontract ing a c t i d t y under contmar r ia l produeta 
plarw kt a f fac t durtng tha yoar artd riwi be aubmltTad te oddktea to B M 
foqubod reporte for ethar-thaa-cornrrwrctel predMCta. If a e y . 

3 . Enter kt Stocka 10a th rough 13 tha t o t a l o f ell aubcontract a w v d a 
urtder I tw oont ractor 'a Centmerctr i Prt>ducta Ptan. S h o w te Bteck • Bw 
parc tn tega e t thte totol t t w l te at tr fcutobte to I tw agertcy to wtt ieh tote 
raport te bektg wibrrdt ted. Thte report ntuat be aubmi t ted to each agency 
f rom whtcb certtrecte for convnerc ia l produeta eeverod by en apprevad 
Commercial Preducta Plan arere received. 

OCFWimONB 
BLOCX Z: For the Contrector Manti f fc at ion Number, enter t f w rtkw-dtgit Data 
Urt irerari Numberirtg Syctom (DUNS) number t he t teantlftea the epeeifie cent ractor 
aatabliahmant. N there la rw DUNS nurrtbar availbte that idorrttfwa the exact rtame 
ertd edd rau antarad kt Block 1 , c o m e c t Dun and Bradatreat kt tormatten Servteea 
at 1-BOO-333-0505 to get ene tree of charge ovor the tolophone. Be prepared to 
predde tha foHowirtg lnfc»rmatlon: (1) Company rwme: (2) Company oddrem; Q i 
Comperty totephorw nurrtber. (4) U rw o f bua i rwm; (5) Chtef exocut ivo oHicer /key 
manager (6) Data the corrtpany was atar ted: (7) Numbor of peopte empteyed by 
t tw cempany: artd: (B) Company af f i l ia t ion. 

•LOCK 4 : Ctwck ortty one. Note tha t Merch 3 1 repreaenta the alx n w n t t w f rom 
October 1at ertd the t Seplambar SOth repramrrta the twe lve rrwntha f rem Octobor 
l a t . Enter the yeer of the raporting per iod. I .e . . M a r 

• l O C K 5: Check whether thte repon te a 'Regute r , ' " R n e l , * end/or 'Revteed* 
leport . A ' F k w P n p o n ahoukl be checked onty If l l w cent rac tor twa compteted 
a l the cenirocta contateing eubeontreet lng p ten i awerded by tha agency to whteh 
k te reportktg. A 'Revtaed report la a change to a n p o r t prevteualy eubmit tod for 
the aame partod. 

or egerwy edmktteterlrtg t tw mate^ftY b f •LOCK S: Uen t i f y t t w departmertt 
eubcontracting plena. 

•LOCK 7: Thia raport encompaama e l eontroeta w k h the Federr i (SovemmenC for 
the egency to wh i ch k ia eubmrt tod. irtcludirtg eubcorttrocta recoivod fn tm otf ter 
terge buainaama that have eontrecta w i t h the eanw agortcy. htdicato te thia bteek 
whather the cont rector la a primo oontractor , euboorttroctor, er bo th tehoek ortly 
orw) . 

•LOCK B. Ctwck ortty o rw . Ctteck 'Commere ie l Produeta P tan ' only If thte rapert 
te under an approved Contmoroiel Producte Plan. For a Commerc i r i Preducta Pten, 
t tw oontractor muat apaeily the peroentege of do la ra kt Bloeke lOe th rough 13 
attributabte to t t w egoncy to whteh thte raport te beirtg aubrrt lned. 

BLOCK • . Idont i fy t t w produot er eervteo Krwe o t t t w report ing organbatteat. 

• L O C K I lOe torough 13 : T>wm entrtea attould ktohido a l aubeonCreot awarda 
raaukirtg f rom eontraeta or aubcontracta, ragardtem o f do la r anmMH, reeehred 
f rom tha eganey to wh ieh lh ia raport te eubnt i t ted. If reportktg ea e eubcontractor, 
raport ril eubcontreeta awardod urtder pr ime cont racta . Antountc ahotdd irtclude 
both direct ewarda end en eppropriate prorated por t ten o f ktdirect awarde. (Thm 
ktdtfoct por t ion te beaad o n tha peroantage o f wor l i beirtg par tonrwd fer t t w 
orgartixetten to whteh t t w raport te beirtg eubmrcud te relat ion to othor orer t being 
partomted by the prime corr t rector /aubcontractor . ) De n a l tectede ewaida mode te 
aupport ef comrrwretel b u r i n a m unlaae 'Commar te r i Preducta* te checked te Bteok 
• (aaa S p e e U ktatnrettone fo r Cemrnarotel praducta Ptena te r ight hand o o b m m l . 

1 . C o m m e r d r i produeta nwena produeta eold te eubetant i r i quentHtea to 
t h e l eno re l publte end/or ktduatiY at o f tabt i r i ted eatolog er m a r t e t pfteoe. 

3. S i ^ o n t r a c t meerw a cort troct. p u r c h a m order, emendment . e r e t fwr 
leg r i obl igatten executed by t tw prkne eenVector /eubcont rec ter c a B r « lo r 
wippflaa er eofvteei requked fer t tw performance e f t t w e r i i n a l comrac t or 
awbcentfect. 

9 . Dkec t Subcont rac t Awerde ere t t t e m t t tat ere idemi f iod avith tfw 
pertormarwe ef erw or mora apedfte Gover rmen t con t rec t fe l . 

4 . btdkect Subcomrec t Awarda era t t t o m wt t teh. becauoe e f tecurrence 
for convnon or te^nt pu rpoma. era net Identi f ted w i t h epeeiffc Goverr tmom 
comrec ta : t h e w awarda ara rateted te Govemnrwm eomrec t performartce 
b u l remain for aftocatten et ler dkeet awarda hava been determined artd 
Identrfiod to apedf te Govemrrwm cont rac ts . 

SUBMITTAL ADDRESSES FOR ORIQMAL REPORT 

Far DOO Contractora, aertd raperto to I tw cegnba r t l eontreet adrnkitetratten 
off tee ee etotod te Ihe eeeUec l . 

Fer C h r l h n A g e i w y Centreelors. eend raparto to awardfog ageeey: 

1 . NASA: Fenvard reporto to NASA, Of f ice e f P iecuranwnt BfC), 
Weehtegten, DC 2064B 

2 . OTHER FEDERAL DEPARTMBfTS OR A O B f CIES: Fterwertf 
report to t tw OSDBU Diractor untem otharwioe prevMed fer fo 
teatruotiorw by tha Departmant er Ageney . 

FOH A I L C O i r n U C T D f U : 

SMALL BUSINESS AOMrNISTRATlON fSBA): Sond ' t e f e eepy* to the 
cogn izam Commeroiel M e r t e t Repremntat ive (CMR) at the eddraaa pravtdod 
by SBA. C o l SBA Headquartere fo Waehington. DC et (202J 305-647& far 

t odd reeeM i * 

STANOARO FORM 236 (REV. lO-BB ) BACK 
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48 CFR Part 12 

[FAC 90-43; FAR Case 96-310; Item IV] 

RIN 9000-AH01 

Federal Acquisi t ion Regulat ion; 
Inapplicability of Cost Account ing 
Standards to Contracts and 
Subcontracts for Commercia l I tems 

AGENCIES: Department ofDefense (DOD), 
Ceneral Services Administration (GSA), 
and National Aeronautics and Space 
Administration (NASA). 
ACTION: Final rule. 

SUMMARY: The Civilian Agency 
Acquisition Council and the Defense 
Acquisition Regulations Council have 
agreed on a final rule to amend the 
Federal Acquisition Regulation (FAR) to 
implement Section 4205 of the Clinger-
Cohen Act of 1996 (Public Law 104-
106) (formerly the Federal Acquisition 
Reform Act (FARA)). Section 4205 
amends Section 26(0 of the Office of 
Federal Procurement Policy (OFPP) Act 
(41 u s e. 422(0) by noting the current 
applicability of Cost Accounting 
Standards (CAS) to contracts and 
subcontracts for commercial items. This 
regulatory action was not subject to 
Office of Management and Budget 
review under Executive Order 12866, 
dated September 30, 1993, and is nota 
niajor rule under 5 U.S.C. 804. 
EFFECTIVE DATE: January 1, 1997. 
FOR FURTHER INFORMATION CONTACT: Mr. 
Jeremy Olson at (202) 501-3221 in 
reference to this FAR case. For general 
information, contact the FAR 
Secretariat, Room 4035, GS Building, 
Washinglon, DC 20405 (202) 501-4755. 
Please cite FAC 90-43, FAR case 96-
310. 

SUPPLEMENTARY INFORMATION: 

A. Background 

This final rule amends FAR Part 12 to 
implement Section 4205 of the Clinger-
Cohen Act of 1996 (Public Law 104-
106). Section 4205 amends Section 26(0 
ofthe OFPP Act (41 U.S.C. 422(0). 
making the application of CAS to 
commercial items "nonmandatory". 
Therefore, the new coverage at FAR 
12.214 indicates that CAS generaUy will 
not apply to commercitd items unless so 
indicated at 48 CFR 9903.201. A cross-
reference to FAR 12.214 is added at 
12.503(c) and 12.504(c), to further 
clarify the effect of Section 4205. 

A proposed rule was published in the 
Federal Register on June 21, 1996 (61 
FR 32312). Three sources submitted 
comments in response to the proposed 
rule. All comments were considered in 
the development of the final rule. 

B. Regulatory Flexibility Act 
The Department ofDefense, the 

General Services Administration, and 
the National Aeronautics and Space 
Adininistration certify that this final 
rule will not have a significant 
economic impact on a substantial 
number of small entities within the 
meaning of the Regulatory Flexibility 
Act, 5 U.S.C. 601, et seq.. because 
contracts and subcontracts with small 
businesses are exempt from Cost 
Accounting Standards requirements. 
C. Paperwork Reduction Act 

The Paperwork Reduction Act does 
not apply because the changes to the 
FAR do not impose recordkeeping or 
information collection requirements, or 
collections of information from offerors, 
contractors, or members ofthe public 
which require the approval of the Office 
of Management and Budget under 44 
U.S.C. 3501, efseq. 

List ofSubjects in 48 CFR Part 12 
Governinent procurement 
Dated: December 11, 1996. 

Edward C. Loeb, 
Director. Federal AcquisiUon Policy Division. 

Therefore, 48 CFR Part 12 is amended 
as set forth below: 

PART 12—ACQUISITION OF 
COMMERCIAL ITEMS 

1. The authority citation for 48 CFR 
Part 12 continues to read as follows: 

Authority: 40 U.S.C. 486(c); 10 U.S.C. 
chapter 137; and 42 U.S.C. 2473(c). 

2. Section 12.214 is added to read as 
follows: 
12.214 Cost Accounting Standards. 

Cost Accounting Standards (CAS) 
generally will not apply to cominercial 
iteins. If CAS does apply pursuant to 48 
CFR 9903.201 (FAR Appendix B), the 
contracting officer shall Insert the 
appiopriate provisions and dauses as 
prescribed in that section. 

3. Section 12.503(c)(3) isrevised to 
read as follows: 
12.503 Applicability of certain laws to 
Executive agency contracts forthe 
acquisitjon of commercial items. 
* • • • • 

(c) • • • 
(3) 41 u s e. 422, Cost Accounting 

Standards (48 CFR chapter 99) (see 
12.214). 
• • • • • 

4. Section 12.504(c)(3) Isrevised to 
read as follows: 

and Regulations 

12.504 Applicatsility of certain laws to 
subcontracts for the acquisition of 
comnnercial items. 
• * • • • 

(c) • * * 
(3) 41 U.S.C. 422, Cost AccounUng 

Standards (48 CFR chapter 99) (see 
12.214). 
[FRDoc. 96-32004 Flled 12-19-96; 8 45 am] 
BILLMQ COOE ( 

48 CFR Parts 16 and 52 
[FAC 90-43; FAR Case 93-024; Item V] 
RIN 9000-AG74 

Federal Acquisition Regulation; 
Allowable Cost and Payment Clause 
AGENCIES: Department ofDefense (DOD), 
General ServicesAdministration (GSA), 
and National Aeronautics and Space 
Administratjon (NASA). 
ACTION: Final rule. 

SUMMARY: The Civilian Agency 
Acquisition Council and the Defense 
Acquisition Regulations Council have 
agreed on a final rule to amend the 
Federal Acquisition Regulation (FAR) to 
clarify that reimbursement of 
subcontract costs under cost-type 
contracts generally will not be made to 
a large business contractor until the 
contractor has made payment to the 
subcontractor. This regulatory action 
was not subject to OlTice of Manageinent 
and Budget review under Executive 
Order 12866. dated September 30, 1993, 
and is not a major rule under 5 U.S.C. 
804. 
EFFECTIVE DATE: February 18, 1997. 
FOR FURTHER ^FORMATION CONTACT: M l . 
Jeremy Olson at (202) 501-3221 in 
reference to this FAR case. For general 
information, contact the FAR 
Secretariat, Room 4035, GS Building. 
Washington. DC 20405 (202) 501-4755. 
Please cite FAC 90-43, FAR case 93-
024. 
SUPPLEMENTARY MFORMATION: 

A. Background 
The Office of Federal Procurement 

Policy SWATTeam on Civilian Agency 
Contracting, in its report of Deceinber 3, 
1992, entitled "Improving Contracting 
Practices and Management Controls on 
Cost-Type Federal Contracts", 
recommended several FAR revisions 
which were viewed to have 
Government-wide benefit. One area 
identified for clarification was the 
payment provisions in FAR clauses 
52.216-7, ADowable Cost and Payment, 
and 52.232-7, Payments under Time-
and-Mateiiak and Labor-Hour 
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Contracts. The SWAT team concluded 
that these clauses.did not clearly convey 
the Government's intent that payments 
to subcontractors by large business 
prime contractors were not billable to 
the Government until the contractor had 
actually paid the subcontractors. 

This final rule amends FAR 52.216-
7, Allowable Cost and Payment, and 
FAR 52.232-7, Payments under Time-
and-Malerials and Labor-Hour 
Contracls, to clarify that payments to 
subcontractors by large business prime 
contractors are not billable until the 
contractors have actually paid the 
subcontiactors. The rule exempts, 
however, contractors who are awarded 
construction contracts that include the 
clausesat FAR 52.216-7, Allowable 
Cost and Payment, and FAR 52.232-27, 
Pronpt Payment for Construction 
Contracls. Altemate 1 ofFAR 52.216-7 
provides for leimbursement of 
construction prime contractors for 
subcontract costs prior to the 
subcontractors actually being paid, as 
long as the prime contiactor has 
Included a provision in its subcontracts 
that requiies that the subcontractor be 
paid within seven days of the prime 
contractor's receipt ofpayment from the 
Government. 

A proposed rule was published in the 
Federal Register on December 21, 1995 
(60 FR 66472) Five souices submilted 
public comments. Al l comments were 
considered in developing the final rule. 

B. Regulatory Flexibility Act 

The Department of Defense, the 
General Services Administration, and 
the Nationa] Aeronaulics and Space 
Administration ceriify that this final 
rule wi l l not have a significant 
economic impact on a substantial 
number of srnall entities within the 
meaning ofthe Regulatory Flexibility 
Act, 5 U.S.C. 601, et seq . becatise the 
rule only applies lo large business prime 
contractors under time and-materials, 
labor-hour, and cost-reimbursement 
type contracts. 

C. Paperwork Reduction Act 

The Paperwork Reduction Acl does 
not apply because the changes to the 
FAR do not impose recordkeeping or 
information collection requirements, or 
collections of Information from offerore, 
contraetore, or membere of the public 
which require the approval of the Office 
of Management and Budget under 44 
U.S.C. 3501, etseq. 

List ofSubjects in 48 CFR Parts 16 and 
52 

Govemment piocurement. 

Dated: December 11. 1996 
Edward C. Loeb, 
Director, Federal Acquisition Policy Divisim. 

Therefore, 48 CFR Parts 16 and 52 mt 
amended as set forth below: 

1. The authority citation for 48 CFR 
Parts 16 and 52 continues to read as 
follows: 

Authority: 40 U.S.C. 486(c); 10 U.S.C. 
chapter 137, and 42 U.SC. 2473(c). 

PART 16—TYPES OF CONTRACTS 

2. Section 16.307(a) is amended by 
redesignating the text as paragraph (a)0) 
and adding paragraph (a) (2) to read as 
follows: 

§ 16.307 Contract clauses. 
(a)(1) » • • 
(2) If the contract is a construction 

contract and contains the clause at 
52.232-27, Prompt Payment for 
Construction Coniracts, the contractini 
officer shall use the clause at 52.216-7 
with its Alternate 1. 

PART 52—SOLICITATION PROVISIOBS 
AND CONTRACT CLAUSES 

3. Section 52.216-7 isamended by 
revising the clause date and paragrapik 
(b)(1)(lii), and by adding Alternate 11* 
read as follows: 

52.216-7 Allowable Cost and PaymenL 
• • * • • 
ALLOWABLE COST AND PAYMENT (FEB 
1997) 
• * • • • 

( b ) " * 
(1) • • • 
(lli) The amount of progress and other 

payments that have been paid by cash, check, 
or other form of payment to the Contractar's 
subcontractors under similar cost standard. 

(End of clause) 
Altemate I (FEB 1997) As prescribed in 

16 307(a)(2). substitute the following 
paragraph (b)(l)(lU) for paragraph (b)(l)(ii|ar 
the basic clause: 

(111) The amount of progress and other 
payments to the Contractor's subcontractiB 
that either have been paid, or that the 
Contractor is required to pay pursuant to ec 
clause of this contract enUtled "Prompt 
Payment for Construction Contracts." 
Payments shall t>e made by cash, check, m 
other Iorm of payment to the Contractor's 
subcontractors under similar cost standaiA. 

4. Section 52.232-7 is amended by 
revising the clause date and the sectnri 
sentence ofparagraph (b)(2) to readas 
follows: 

§ 52.232-7 Payments under Time-and-
Materiats and Lat>or-Hour Contracts. 

PAYMENTS UNDER TIME-AND-
MATERIALS AND LABOR-HOUR 
CONTRACTS (FEB 1997) 
• • • • • 

( b ) " ' 
(2) • • * Reimbursable costs In connection 

with subcontracts shall be Umited to the 
amounts paid to the subcontractor for items 
and services purchased directly for the 
contract only when cash, checks, or other 
form of payment has been made for such 
purchased items or servjces; however, this 
requirement shall not apply to a Contractor 
that Is a small business concern.* • * 
* • • • • 
IFRDoc. 96-32005 Filed 12-19-96, 8 45 am] 
BN.LMO CODE Sa20-£P-P 

48 CFR ParU 19 and 52 
[FAC 90-43; FAR Case 93-308; Item Vq 
RlN 9000-AG70 

Federal Acquisition Regulation; Mentor 
Protege Program 

AGENCIES: Department ofDefense (DOD), 
General ServicesAdministration (GSA), 
and National Aeronautics and Space 
Administration (NASA). 

ACTION: Interim rule adopted as final 
with a change. 
SUMMARY: The Civilian Agency 
Acquisition Council and the Defense 
Acquisition Regulations Council have 
agreed on a final mle continuing an 
interim rule which ainended the FAR. 
The interim mle published as Item X of 
FAC 90-37 is finalized with minor 
clarifying revisions. This final rule 
permits a mentor f i rm under the DOD 
Pilot Mentor-Protege Program to be 
granted credit toward subcontracting 
goals for certain costs incurred in 
providing developmental assistance to 
its Proteg3 firms and to award 
subcontracts on a noncompetitive basis 
to its Protege firms. This regulatory 
action was not subject to Office of 
Management and Budget review imder 
Executive Order 12866, dated 
September 30,1993, and is not a inajor 
rule under 5 U.S.C. 804. 
ffFECTTVE DATE: February 18, 1997. 
FOR FURTHER INFORMATION CONTACT: Ms. 
Linda Klein at (202) 501-3775 In 
reference to this FAR case. For general 
information, contact the FAR 
Secretariat, Room 4035, GS Building, 
Washington, DC 20405 (202) 501-4755. 
Please cite FAC 90-43, FAR case 93-
308. 

SUPPLEMENTARY INFORMATION: 

A Background 
This mle implements Section 814(c) 

ofPublic Law 102-190, which amended 
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the Small Business Act at 15 U.S.C. 
837(d)(l l ) to authdrize certain costs 
incurred by mentor firms under the 
DOD Pilot Mentor Protege Program to be 
credited loward subcontracting goals for 
awards to small disadvantaged 
businesses. This mle also further 
in^jlemenfs Section 831 (0(2) of Public 
Law 101-510, which permits mentor 
firms to award subcontracts on a 
noncompetitive basis to its Proteges 
under DOD or other contracts. An 
interim mle was published in the 
Federal Register on January 26. 1996 
(61 FR 2637) One comment was 
received in response to the interim mle. 
As a result, in the second sentence of 
19.702(d), the word 'Tiims" was revised 
to read "Protege agreement", and the 
address and telephone number were 
corrected. The clause at 52.244-5 is 
adopted as final without change. 

B. Regulatory Flexibility Act 

The Department ofDefense. the 
General Services Administration, and 
the Nalional Aeronautics and Space 
Administration certify that this final 
mle wi l l nol have a significant 
economic impact on a substantial 
number ofsmall entities within the 
meaning ofthe Regulatory Flexibility 
Act, 5 U.S.C. 601, et seq., because the 
mle only applies to participants in the 
DOD Pilot Menloi-Piotege Program. 
Presently, approximately 100 mentor 
firms and 240 protege firms are enrolled 
in the progiam. 

C. Paperwork Reduction Act 

The Paperwork Reduction Act does 
not apply because the changes to the 
FAR do nol impose recordkeeping or 
information colleclion requirements, or 
collections of information from offerore, 
contractors, or membere ofthe public 
which require the approval of the Office 
ofManagement and Budget under 44 
U.S.C. 3501, ef seq. 

List ofSubjects in 48 CFR Parts 19 and 
52 

Govemment procurement. 
Dated December 11, 1996 

Edward C. Loeb, 
Director. Federal .AcquisiUon Policy Division 

Accordingly, the interim rule 
amending 48 CFR Parts 19 and 52 and 
published al 61 FR 2637, January 26, 
1996, Is adopted as a final mle with the 
following changes: 

1. The authority citation for 48 CFR 
Parts 19 and 52 continues to read as 
follovs's: 

Authorit>': 40U.SC. 486(c); lOU.S.C. 
chapter 137; and 42 U S C 2473(c). 

PART 19-SMALL BUSINESS 
PROGRAMS 

2. Section 19.702 is amended by 
revising the last sentence of paragraph 
(d) to read as follows: 

i 19.702 Statutory requirement 
* • • * • 

(d) * * • However, the mentor-Protege 
agreement must have been approved by 
the Oflice of Small and Disadvantaged 
Business Utilization, Oflice of the 
Deputy Under Secretary of Defense 
Qnternational and Commercial 
Programs) DUSD O&CP) SADBU, Room 
2A338, 3061 Defense Pentagon, 
Washington, DC 20301-3061, (703) 697-
9383, before developmental assistance 
costs may be credited against 
subcontract goals. 

PART 52-SOLICITATION PROVISIONS 
AND CONTRACT CLAUSES 

§52.244-5 [Amended] 
3. The clause date for 52.244-5 is 

revised to read "(DEC 1996)". 
[FR Doc. %-32006 Filed 12-19-96; 8:45 am] 
BILLMG CODE t«20-EP-P 

48 CFR Parts 19 and 52 
[FAC 90-43, FAR Case 95-028, Item Vll] 
RIN 9000-AH34 

Federal Acquisition Regulation; 
Minority Small Business and Capital 
Ownership 

AGENCIES: Department of Defense (DOD), 
General Services Administration (GSA), 
and National Aeronautics and Space 
Administration (NASA). 
ACTION: Interim mle with request for 
comment. 

SUMMARY: The Civilian Agency 
Acquisition Council and the Defense 
Acquisition Regulations CoimcU have 

-agreed to an interim mle that ainends 
the Federal Acquisition Regulation 
(FAR) to reflect changes to the Small 
Business Administration's (SBA) 
regulalions at 13 CFR Parts 121 and 124, 
which address the Minority Small 
Business and Capital Ownership 
Development Program The mle clarifies 
eligibility and procedural requirements 
for procurements under the 8(a) 
Program. This regulatory action was not 
subject to Office of Manageinent and 
Budget review under Executive Order 
12866, dated September 30, 1993, and is 
not a major mle under 5 U.S.C. 804. 
DATES: EffecUve Date: December 20, 
1996. 

Comment Date: Comments should be 
submitted to the FAR Secretariat at the 

address shown below on or before 
Febmary 18, 1997 to be considered in 
the formulation of a final mle. 
ADORESSES: Interested parties should 
submit written comments to: General 
Services Administration, FAR 
Secretariat (MVRS), 18th & F Streets, 
NW, Room 4035, Attn: Ms. Beverly 
Fayson, Washington, DC 20405. 

Please cite FAC 90-43, FAR case 95-
028, in all correspondence related to 
this case. 
FOR FURTHER INFORMATION CONTACT: Ms. 
Linda Klein at (202) 501-3775 in 
reference to this FAR case. For general 
information, contact the FAR 
Secretariat, Room 4035, GS Building, 
Washington, DC 20405 (202) 501-4755. 
Please cite FAC 90-43, FAR case 95-
028. 

SUPPLEMENTARY INFORMATION: 

A. Background 

On June 7.1995, SBA published 
changes in their regulations at 13 CFR 
Parts 121 and 124, which cover the 
Minority Small Business and Capital 
Ownerehip Development Program (60 
FR 29969). As a result of these 
modifications, the FAR has some 
inconsistencies regarding who is eligible 
for a particular 8(a) procurement. 
Amended FAR sections include: 19.801, 
19.804-2, 19.804-3, 19.805-1, 19.805-2, 
19.808-1, 19.809, 19.811-1, 19.811-3, 
52.219-1,52.219-11 (Alternate 0, 
52.219-12 (Alternate 0. 52.219-17, and 
52.219-18 (Alternate II). 

B. Regulatory Flexibility Act 

This interim mle Is not expected to 
have a significant economic impact on 
a substantial number of sinall entities 
within the meaning of the Regulatory 
Flexibility Act, 5 U.S.C. 601, ef seq This 
mle does not impose any new 
requirements on contractors. The mle 
ainends the FAR to reflect changes at 13 
CFR 121 and 124 designed to streamline 
the operation ofthe 8(a) program and to 
ease certain restrictions fiercelved to be 
burdensome on Program Participants. 
The FAR is changed to eliminate 
inconsistencies with respect to who Is 
eligible for particular 8(a) procureinents; 
to eliminate obsolete definitions: and to 
eliminate coverage on certain aspects of 
the 8(a) program that are obsolete. An 
Initial Regulatory Flexibility Analysis 
bas, therefore, not been performed. 
Comments are Invited from smaU 
businesses and other interested parties. 
Comments from small entities 
coiKerning the aflected FAR parts also 
wi l l be considered in accordance with 5 
U.S.C. 610. Such comments must be 
submitted separately and cite 5 U.S.C 
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601, ef seq.- (FAR case 95-028), in 
correspondence 
C. Paperwork Reduction Act 

The Paperwork Reduction Act does 
not apply because the changes to the 
FAR do nol inqjose recordkeeping or 
information collection requireinents, or 
collections of Information from oflerore, 
contraetore, or membere of the public 
which require the approval of the Oflice 
of Management and Budget under 44 
U.S.C.3501. efseq. 

D. Determination To Issue an Interim 
Rule 

A determination has been made under 
the authority of the Seci etary of Defense 
(DOD). the Administrator of General 
Services (GSA). and the Administrator 
of the National Aeronautics and Space 
Administration (NASA) that urgent and 
compelling reasons exist to promulgate 
this Interim mle without prior 
opportunity for public comment. This 
action is necessary in order to 
implement the changes in Ihe Sinall 
Business Administiation (SBA) 
Minority Small Business and Capital 
Ownerehip Development Program that 
are applicable for all 8(a) requirements 
accepted by the SBA on or after August 
7, 1995. However, pureuant to Public 
Law 98-577 and FAR 1.501. public 
cominents received in response to this 
interim mle will be considered in the 
formulation ofthe final rule. 
List ofSubjects in 48 CFR Parts 19 and 
52 

Government procurement. 
Dated December 11. 1996 

Edward C Loeb, 
Director. Federal .Acquisition Policy Division. 

Therefoie, 48 CFR Parts 19 and 52 are 
amended as set forth below: 

1. The authority citation for 48 CFR 
Parts 19 and 52 continues to read as 
follows: 

Authority: 40U.SC. 486(c); lOU.S.C. 
chapter 137; and 42 USC 2473(c). 

PART 19—SMALL BUSINESS 
PROGRAMS 

19.801 [Reserved] 
2. Section 19.801 is removed and 

reserved. 
3. Section 19 804-2 is amended by 

revising paragraph (b) and adding (c) to 
read as follows: 
19.804-2 Agency ottering. 
• » * * • 

(b)(1) An agency oflering a 
constmction requirement should submit 
it to the SBA District Oflice for the 
geographical area where the work is to 
be performed. 

(2) Sole source requirements, other 
than constmction, should be forwarded 
directly to the district oflice that 
services the nominated firm. If the 
contracting officer is not nominating a 
specific firm, the offering letter should 
be sent to SBA Headquartere, Office of 
Minority and Capital Ownerehip 
Development, 409 3rd Street, SW, 
Washington, DC 20416. 

(c) In order to ensure consistency and 
uniformity, all requirements for 8(a) 
competition shall be offered to and 
processed by the Division of Business 
Development, SBA Headquartere. All 
requireinents, including construction, 
shall be synopsized in the Commerce 
Business Dally by the cognizant 
procuring agency. For constmction, the 
synopsis shall Include the geographical 
area of the competition as determined 
by the Assistant Administrator, Division 
of Business Development, in 
consultation with the local SBA district 
office where the work is to be 
peiformed. 

19.804- 3 [Amended] 
4. Section 19.804-3 isamended by 

removing paragraph (c). 
5. Section 19.805-1 is amended by 

redesignating paragraph (c) as (d) and 
revising the last sentence, and by adding 
a new paragraph (c). The added and 
revised text reads as follows: 
19.805- 1 General. 
• • • • * 

(c) A proposed 8(a) requirement with 
an estimated value exceeding the 
applicable competitive threshold 
amount shall not be divided into several 
requirements for lesser amounts in order 
to use 8(a) sole source proceduies for 
award to a single firm. 

(d) * * * Agency recommendations 
for competition below the threshold 
may be included in the offering letter or 
may be submitted by separate 
correspondence to the SBA 
Headquartere. 

6. Section 19.805-2 isamended by 
revising the Introductory text of 
paragraph (c) to read as foUows: 
19.805-2 Procedures. 
• * • • * 

(c) The SBA wlll determine the 
eligibility ofthe firms for award of the 
contract. Eligibility wUl be determined 
by the SBA as of the time of submission 
of initlal offere which include price. 
EligibUity is based on Section 8(a) 
Program criteria. 
• • • • • 

7. Section 19.808-1 (b) isrevised to 
read as follows: 
19.808-1 Sole source. 
• • • * • 

(b) The SBA should participate, 
whenever practicable, in negotiating the 
contracting terms. When mutually 
agreeable, the SBA may authorize the 
contracting activity to negotiate direcUy 
with the 8(a) contractor. Whether or not 
direct negotiations take place, the SBA 
is responsible for approving the 
resulting contract before award. 

8. Section 19.809 is amended by 
revising the fourth sentence to read as 
foUows: 
19.809 Preaward considerations. 

* • * Within 15 working days of the 
receipt of the referral or a longer period 
agreed to by the SBA and the 
contracting activity, the SBA Itxal 
district office that services the 8(a) firm 
will advise the contracting officer as to 
the SBA's willingness to certify its 
competency to perform the contract 
using the 8(a) concern in question as its 
subcontractor. * * • 

19.811-1 [Amended] 
9. Section 19.811-1 is amended by 

removing paragraph (b)(5). 
10. Section 19.811-3 is amended by 

revising paragraphs (a), (b), and (d)(1); 
by removing (d)(2); and by redesignating 
(d)(3) as (d)(2), and in newly-designated 
(d)(2) by revising "Alternate UI" to read 
"Alternate U ". The revised text reads as 
follows: 
19.811-3 Contract clauses. 

(a) The contracting officer shall Insert 
the clause at 52.219-11, Special 8(a) 
Contract Conditions, in contracts 
between the SBA and the agency when 
the acquisition is accomplished using 
the piocedures of 19.811-1 (a) and (b). 

(b) The contracting officer shall Insert 
the clause at 52.219-12, Special 8(a) 
Subcontract Conditions, in contracts 
between the SBA and its 8(a) contractor 
when the acquisition is accomplished 
using the procedures of 19.81 l-l(a) and 
(b). 
* * • • • 

(d)* • • 
(1) The clause at 52.219-18 with its 

Alternate I wUl be used when 
competition is to be limited to 8(a) 
concems within one or more specific 
SBA districts pureuant to 19.804-2. 

PART 52—SOLICITATION PROVISIONS 
AND CONTRACT CLAUSES 

11. Section 52.219-1 is amended by 
revising the provision date, and in 
paragraph (c) by adding. In alphabetical 
order, the definition for "Joint venture" 
to read as follows: 
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52.219-1 Small Business Program 
Representations. 
• • • • • 

SMALL BUSINESS PROGRAM 
REPRESENTATIONS (DEC 1996) 
• • • * * 

(c) Definitions Joint venture, foi purposes 
of a smaU disadvantaged business (SDB) set-
aside or price evaluation preference (as 
prescribed at 13 CFR 124.321), is a concem 
that is owned and controlled by one or more 
socially and economically disadvantaged 
individuals entering into ajoint venture 
agreement with one or more business 
concems and is considered to be affiliated for 
size purposes with such other concem(s). 
The combined annual receipts or employees 
of the concems entering into the joint 
venture must meet the applicable size 
standard corresponding to the SIC code 
designated for the contract. The majority of 
the venture's earnings must accrue directly to 
the socially and economically disadvantaged 
individuals in the SDB concem (s) in the Joint 
venture. Thc percentage of the ownership 
involvement in ajoint venture by 
disadvantaged individuals must be at least 51 
percent. 
• • • • * 

(End of provision) 

52.219-11 [Amended] 
12. Section 52.219-11 isamended by 

removing Alternate 1. 

52.219-12 [Amended] 
13. Section 52.219-12 is amended by 

removing Alternate I . 
14. Section 52.219-17 is amended by 

revising Ihe clause date and by adding 
paragraphs (a)(5) and (c) lo read as 
foUows: 

52.219-17 Section 8(a) Award. 
* * * * * 

SECTION 8(a) AWARD PEC 1996) 
(a)* • • 
(5) That the subcontractor awarded a 

subcontraci hereunder shall have the right of 
^peal from decisions of the cognizant 
Ctrntracting Officer under the "Disputes" 
dause of the subcontract. 
* * * * * 

(c) The offeror/subcontractor agrees that It 
will not subcontract the performance ofany 
of the requirements of this subcontract to any 
lower Uer subcontractor without the prior 
written approval of the SBA and the 
cognizant Contracting Officer ofthe 

\insert name of contracUng 
agency]. 
(End of clause) 

52.219-18 [Amended] 
15. Section 52.219-18 is amended by 

removing Alternate 11 and by 
redesignating Alternate 111 as Altemate 

n. 
IFRDoc 96-32007 Filed 12-19-96, 8:45 am] 
MLLMG CODE S82a-EP-P 

48 CFR Part 19 

[FAC 90-43; FAR Case 96-328; Item Vlll] 

RIN 9000-AH40 

Federal Acquisition Regulation; 
Extension of Small Business 
Competitiveness Demonstration 
Program 

AGENCIES: Departinent ofDefense (DOD), 
General Services Administration (GSA), 
and National Aeronautics and Space 
AdministraUon (NASA). 
ACTION: Final mle. 

SUMMARY: The Civilian Agency 
Acquisition Council and the Defense 
Acquisition Regulations Council have 
agreed on a final mle to amend the 
Federal Acquisition Regulation (FAR) to 
implement Section 108 of the Small 
Business Programs Improvement Act of 
1996 (Public Law 104-208, Division D). 
Section 108 extends the Small Business 
Competitiveness Demonstration 
Program (15 U.S.C. 644 note) untU 
September 30, 1997. This regulatory 
action was not subject to Office of 
Management and Budget review under 
Executive Order 12866, dated 
September 30, 1993, and is not a inajor 
mle under 5 U.S.C. 804. 
EFFECTIVE DATE: December 20, 1996. 
FOR FURTHER INFORMATION CONTACT: Ms. 
Victoria Moss at (202) 501-4764 in 
reference to this FAR case. For general 
informalion, contact the FAR 
Secretariat, Room 4035, GS BuUding, 
Washington. DC 20405 (202) 501-4755. 
Please cite FAC 90-43, FAR case 96-
328. 

SUPPLEMENTARY INFORMATION: 

A. Background 
This final mle amends the FAR to 

extend the Small Business 
Competitiveness Demonstration 
Program through September 30, 1997. 
The program consists of two major 
components: a test of imrestricted 
competition in four designated Industry 
groups, and a test of enhanced sinall 
business participation in 10 agency 
targeted industiy categories. The nde 
implements section 108, TiUe I 
(Amendments to Small Business 
AdministraUon AcO, of Publlc Law 104-
208. Section 108 was effective upon 
enactment (September 30, 1996). 

B. Regulatory FlexibUity Act 
This final mle does not constitute a 

significant FAR revision within the 
meaning ofFAR 1.501 and Public Law 
98-577, and publication for public 
cominents is not required. Therefore, 
the Regulatory Flexibility Act does not 

apply. However, commente from small 
entitles concerning the affected FAR 
subpart w i l l be considered in 
accordance with 5 U.S.C. 610. Such 
comments must cite 5 U.S.C. 601, ef seq. 
(FAC 90-43, FAR case 96-328), in 
correspondence. 

C. Paperwork Reduction Act 
The Paperwork Reductkn Act does 

not apply because the chains to the 
FAR do not impose recordkeeping or 
Information collection requirements, or 
collections of information from offerore, 
contractors, or membere of tbe public 
which require the approvai of the Oflice 
of Management and Budget under 44 
U.S.C. 3501, efseg. 

List ofSubjects In 48 CFR Part 19 
Govemment procureinent. 
Dated: December I I . 1996. 

Edward C. Loeb, 
Director, Federal A cquisition fttfrcy Division. 

Therefore, 48 CFR Part 19 is amended 
as set forth below: 

PART 19—SMALL BUSINESS 
PROGRAMS 

1. The authority citation for 48 CFR 
Part 19 continues to read as follows: 

Authority: 40 U.S.C. 486(c); 10 U.S.C. 
chapter 137; and 42 U.S.C. 2473(c). 

19.1001 [Amended] 
2. Section 19.1001 is amended in the 

second sentence by revising the date 
"1996" to read "1997". 

19.1006 [Amended] 
3. Section 19.1006(b)(1) is amended 

by revising the date "1996" to read 
"1997 ". 
|FR Doc. 96-32008 FUed 12-19-96; 8:45 am] 
BILLING CODE E820-EP-P 

48 CFR Part 31 
[FAC 90-43; FAR Case 92-«13; Rem IX] 
RIN 9000-AG85 

Federal Acquisition Regtdation; 
Morale, Health, Welfare Costs/ 
Contractor Overhead Cerfification 

AGENCIES: DepartmentofDefense (DOD). 
General Services Administialion (GSA), 
and National Aeronauticsand Space 
Administration (NASA). 
ACTION: Final rule. 

SUMMARY: The CivUian Agency 
Acquisition Council and the Defense 
Acquisition Regulations CbuncU have 
agreed on a final mle to amend the 
Federal Acquisition Regidation (FAR) 
cost principle for public lelations and 
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advert'lsing costs to eliminate confusion 
as to whiclr cost principle governs. This 
regulatory action was not subject to 
Office ofManagement and Budget 
review under Executive Order 12866. 
dated September 30, 1993, and is not a 
major mle under 5 U.S.C. 804. 
EFFECTIVE DATE: Febmary 18, 1997. 
FOR FURTHER INFORMATION CONTACT: Mr . 
Jeremy Olson at (202) 501-3221 in 
reference lo this FAR case. For general 
information, contact the FAR 
Secretariat. Room 4035, GS BuUding, 
Washington, DC 20405 (202) 501-4755. 
Please cite FAC 90-43, FAR case 92-
613. 

SUPPLEMENTARY INFORMATION: 

A. Background 
Tbe General Accounting Office 

(GAO), In its repori GAO/NSIAD-93-79, 
••CONTRACT PRICING: Unallowable 
Costs Charged to Defense Contracts", 
dated November 20, 1992, 
recominended that the cost principles at 
FAR 31.205-1. 31.205-13, and 31.205-
14 be revised to eliminate confusion as 
to which cost principle was controlling. 
The December 1992 OMB SWAT 
summary report on civUian agency 
conlracting praciices also recommended 
these cost principles be made more 
explicit. 

Revisions to FAR 31.205-13 and 
31.205-14, based on recommendations 
Of Uie GAO and OMB SWAT, and 
inplementation of the Federal 
Acquisition Streamlining Act of 1994, 
Public Law 103-355. were published as 
a final mle in the Federal Register (60 
FR 42662) on August 16, 1995. 

This final mle amends Ihe third cost 
principle cited in the GAO and the OMB 
SWAT reports. The mle amends the cost 
principle at FAR 31.205-1, Public 
relations and advertising costs, by 
removing from paragraph (0(5) the 
fiarenthetical reference lo olher cost 
principles to eliminate any confusion as 
to which cosl principle governs. A 
proposed rule was published in the 
Federal Register on March 29, 1996 (61 
FR 14216). Two sources submUted 
public comments A l l comments were 
considered in developing the final rule. 

B. Regulatory Flexibility Act 
The Department of Defense, the 

General Services Administration, and 
the National Aeronautics and Space 
Administration certify that this final 
mle wUl not have a significant 
economic impact on a substantial 
number of sniall entities within the 
meaning of the Regulatory FlexibUity 
Act, 5 U.S.C. 601. ef seq., because most 
contracts awarded to small entities use 
simplified acquisition procedures or are 

awarded on a competitive, fixed-price 
basis, and do not require application of 
the FAR cost principles. 

C. Paperwork Reduction Act 
The Paperwork Reduction Act does 

not apply because the changes to the 
FAR do not impose recordkeeping or 
Infonnation collection requirements, or 
collections of information from offerore, 
contractors, or membere of the public 
which require the approval of the Office 
of Management and Budget under 44 
u s e . 3501, efseq. 

List ofSubjects In 48 CFR Part 31 
Government procurement 
Dated September 11, 1996. 

Edward C. Loeb. 
Director, Federal AcquisiUon PoUcy Division. 

Therefore, 48 CFR Part 31 is amended 
as set forth below: 

PART 31—CONTRACT COST 
PRINCIPLES AND PROCEDURES 

1. The authority ciUtion for 48 CFR 
Part 31 continues to read as follows: 

Authority: 40 U.S.C. 486(c); 10 U.S.C. 
chapter 137; and 42 U.S.C. 2473(c). 

2. Section 31.205-1(0(5) is revised to 
read as follows: 

31.205-1 Public relations and advertising 
costs. 
* * * * * 

(0 • • * 
(5) Costs of promotional material, 

motion pictures, videotapes, brochures, 
handouts, magazines, and other media 
that are designed to call favorable 
attention to the contractor and its 
activities. 
* * * * * 
IFR Doc 96-32009 Filed 12-19-96, 8 45 am] 
BILLMO CODE Sa20-£P-P 

48 CFR Part 31 
[FAC 90-43; FAR Case 95-003; Item X] 
RIN 9000-AG73 

Federal Acquisition Regulation; 
Impairnwnt of Long-Lived Assets 

AGENCIES: Departinent ofDefense (DOD), 
General Services Adininistration (GSA), 
and National Aeronautics and Space 
AdministraUon (NASA). 
ACTION: Interim mle adopted as a final 
mle wi th changes. 

SUMMARY: The CivUian Agency 
Acquisition CouncU and the Defense 
Acquisition Regulations Council have 
agreed to a final mle to ainend the 
Federal Acquisition Regulation (FAR) to 
clarify the cost aUowability rules 

conceming the recognition of losses 
when carrying values of ImpaUed assets 
are written down for financial reporting 
purposes. This regulatory action was not 
subject to Office of Managemenl and 
Budget review under Executive Order 
12866, dated September 30,1993, and Is 
not a major mle under 5 U.S.C. 804. 
EFFECTIVE DATE: February 18, 1997. 
FOR FURTHER INFORMATION CONTACT: Mr . 
Jeremy Olson at (202) 501-3221 in 
reference to this FAR case. For general 
information, contact the FAR 
Secretariat, Room 4035, GS BuUding, 
Washington, DC 20405 (202) 501-4755. 
Please cUe FAC 90-43, FAR case 95-
003. 

SUPPLEMENTARY INFORMATION: 

A. Background 
This final mle clarifies that 

Impairmenl losses recognized for 
financial accounting purposes under the 
Financial Accounting Standards Board 
Statement of Financial Accounting 
Standards (SFAS), No. 121, Accounting 
for the Impairment of Long-Ltved Assets 
and for Long-Lived Assets to be 
Disposed of, dated March 1995, are not 
allowable for Govenunent contract 
costing. 

The SFAS applies to long-lived assets 
(such as land, buUdings, and 
equipment), certain identifiable 
intangibles, and related goodwUl. If 
Impaired assets are to be held for use, 
the SFAS requUes a write-down to fair 
value when events or circumstances 
(e.g., envUonmental dainage, idle 
facilities arising from declining 
business, etc.) Indicate that canying 
values may not be fully recoverable. 
Once written down, the previous 
carrying amount ofan ImpaUed asset 
could not be restored U the ImpaUment 
were subsequently removed. 

In contrast to the SFAS provisions. 
Cost Accounting Standard (CAS) 
9904 .409, Depreciadon of Tangible 
Capital Assets, provides quite different 
criteria and guidance to recognize gains 
and losses for Goveminent contract 
purposes. The language at CAS 
9904.409-40 (a)(4) and (b)(4), CAS 
9904 409-50(j), and related 
Promulgation Comment 10, Gain or 
Loss, makes it clear that gains and loses 
are recognized orUy upon asset disposal; 
no other circumslances trigger such 
recognition. The language at CAS 
9904.409-50(1) makes it clear that 
changes in depreciation may result from 
other permissible causes, e.g.. changes 
in estimated service life, consumption 
of services, and residual value. 

This fmal mle amends FAR 31.205-
11, Depreciation, and 31.205-16, Gains 
and Losses on Di^)osUion or 
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Impairment of Depreciable Property or 
Other Capital Assets, to clarify that 
these subsections refleci the CAS 
provisions that an asset be disposed of 
in order to recognize a gain or loss. 
Consequently, for GoverrmienI contract 
purposes, (1) an ImpaUment loss Is 
recognized only upon disposal of the 
impaired asset and is measured, like 
other losses, as the difference between 
the net amount realized and the 
impaired asset's undepreciated balarKe: 
(2) Goverrunent contraetore recover the 
carrying values of impaired assets held 
for use by retaining pre-write-down 
depreciation or amortization schedules 
as though no impaUment had occuned: 
and (3) changes in depreciation are 
allowable from other permissible 
causes. 

An interim rule was published in the 
Federal Register on December 14, 1995 
(60 FR 64254). Four sources submitted 
public comments. All comments were 
considered in developing this final mle. 
B. Regulatory Flexibility Act 

The Department of Defense, the 
General Services Administration, and 
the National Aeronautics and Space 
Administration certUy that this final 
rule wUl not have a significant 
economic impact on a substantial 
nuinber of srnall entities within the 
meaning of the Regulatory Flexibility 
Act, 5 U.S.C. 601, ef seq., because most 
contracts awarded to srnall entities use 
simpiified acquisition piocedures or are 
awarded on a competitive fixed-price 
basis and do nol require application of 
the FAR cost principles. 
C. PapervN'ork Reduction Act 

The Paperwork Reduclion Acl does 
nol apply because the changes to the 
FAR do nol impose recordkeeping or 
information collection requirements, or 
colleclions of informalion from offerore, 
contraetore, or membere of the public 
which require the approval of the Office 
of Management and Budget under 44 
U.S.C. 3501, efseq 
List ofSubjects in 48 CFR Part 31 

Govemment procureinent. 
Dated: September 11, 1996 

Edward C. Loeb. 
Director. Federal AcquisiUon PolicyDivision. 

Accordingly, the interim rule 
amending 48 CFR Part 31 and published 
at 60 FR 64254, December 14, 1995, is 
adopted as a final mle with the 
following changes: 

PART 31—CONTRACT COST 
PRINCIPLES AND PROCEDURES 

1. The authority citation for 48 CFR 
Part 31 continues to read as follows: 

Authority: 40 U.S.C. 486(c); 10 U.S.C. 
chapter 137; and 42 U.S.C. 2473(c). 

2. Section 31.205-1 l(o) isrevised to 
read as follows: 
31.205-11 Depreciation. 
• • * • • 

(o) In the event ofa write-down from 
carrying value to fair value as a result 
of impairments caused by events or 
changes in circumstances, aUowable 
depreciation of the impaired assets shall 
be limited to the amounts that would 
have been allowed had the assets not 
been written down (see 31.205-16(g)). 
However, this does nol preclude a 
change in depreciation resulting from 
other causes such as permissible 
changes in estimates of service life, 
consumption of services, or residual 
value. 

3. Section 31.205-16(g) is revised to 
read as follows: 
31.205-16 Gains and losses on 
disposition or impairment of depreciable 
property or other capital assets. 
• • • • • 

(g) With respect to long-lived tangible 
and identifiable intangible assets held 
for use, no loss shall be allowed for a 
write-down from carrying value to faU 
value as a result of impaUments caused 
by events or changes in circumstances 
(e.g.. environmental damage, idle 
facilities arising from a declining 
business base, etc.). If depreciable 
property or other capital assets have 
been written down from carrying value 
to faU value due to impairments, gains 
or losses upon disposition shall be the 
amounts that would have been allowed 
had the assets not been written down. 
|FR Doc 96-32010 Filed 12-19-96, 8 45 am] 
BILLMO CODE »«20-EP-P 

48 CFR Part 31 
[FAC 90-43, FAR Case 96-003, Item XI] 
RIN 9000-AH35 

Federal Acquisition Regulation; Local 
Government Lobbying Costs 
AGENCIES: Departinent ofDefense (DOD), 
General Services Administration (GSA), 
and National Aeronautics and Space 
Administration (NASA). 
ACTION: Interim mle with request for 
comment. 

SUMMARY: The Civilian Agency 
Acquisition CouncU and the Defense 
AcqulsUion Regulations Council have 
agreed to an interim mle to amend the 
Federal Acquisition Regulation (FAR) to 
make allowable the costs of lobbying 
activities to influence local legislation 

In order to dUectly reduce contract costs 
or to avoid mateiial Impairment of the 
contractor's authority to perform the 
contract. This regulatory action was not 
subject to Office of Management and 
Budget review under Executive Order 
12866, dated September 30, 1993, and Is 
not a major mle under 5 U.S.C. 804. 
DATES: Effective Date: December 20, 
1996. 

Corrunent Date: Comments should be 
submitted to the FAR Secretariat at the 
address shown below on or before 
February 18, 1997 to be considered In 
the formulation of a final rule. 
ADDRESSES: Interested parties should 
submit written cominents to: General 
Services Administration, FAR 
Secretariat (MVRS), 18Ui & F Su-eets, 
NW, Room 4035, Attn: Ms. Beverly 
Fayson, Washington, DC 20405. Please 
cite FAC 90-43, FAR case 96-003, in all 
correspondence related to this case. 
FOR FURTHER INFORMATION CONTACT: Mr. 
Jeremy Olson at (202) 501-3221 in 
reference to this FAR case. For general 
inforination. contact the FAR 
Secretariat, Room 4035, GS BuUdlng, 
Washington, DC 20405 (202) 501-4755. 
Please cite FAC 90-43, FAR case 96-
003. 
SUPPLEMENTARY INFORMATION: 

A. Background 
Sections 2101 and 2151 ofthe Federal 

Acquisition Streamlining Act of 1994 
(Public U w 103-355) (FASA) added to 
the lists of unallowable costs found at 
10 u s e. 2324(e)(1) and 41 U.S.C. 256, 
the costs of lobbying the legislative body 
of a political subdivision of a state (i.e., 
local lobbying). As a result, under FAR 
Case 94-754 (60 FR 42659, August 16, 
1995), FAR 31.205-22(a) (3) and (4) 
were revised to make unallowable the 
costs associated with any attempt to 
influence local legislation. The 
paragraph at FAR 31.205-22 (b) contains 
a list of activities exempted from the 
provisions at 31.205-22(a). Included Ui 
the exempted activiUes are lobbying 
acUvities to Influence state legislation In 
order to dUecUy reduce contract costs, 
or to avoid inaterial Unpairment of the 
contractor's authority to peiform the 
contract. This Interim rule ainends FAR 
31.205-22(b)(2) to treat lobbying 
activities to Influence local legislation 
In a manner consistent with the 
treatinent of lobbying activities to 
influence state legislation. 

B. Regulatory Flexibility Act 
The interim mle Is not expected to 

have a significant economic impact on 
a substantial number ofsmall entitles 
within the meaning ofthe Regulatory 
nexibUity Act, 5 U.S.C. 601, ef seq.. 
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4 DEPARTMENT 0^ DEFENSE 

GENERALSERVICES 
ADMINISTRATION 

NATIONAL AERONAUTICS AND 
SPACE ADMINISTRA'nON 

48 CFR Part 31 
[FAC 90-^ ; FAR Case 95-003] 
RIN 9000-AG73 

Federal Acquisition Regulation; 
Impairment of Long-Lived Assets 

AGENOES: Depaitment ofDefense (DOD), 
General Services Adininistration (GSA), 
and National Aeronautics and Space 
Administration (NASA). 
ACTION: Interim nde, with request for 
coinments. 
SUMMARY: The GviUan Agency 
Acquisition Council and the Defense 
Acqiusition Regulations CouncU have 
agreed to an interim mle to clarify the 
allowabiUty of losses recognized when 
carrying v^ues of impaired assets are 
written down for financial reporting 
puiposes. This regulatory action was not 
subject to Office of Management sind 
Budget review under Executive Order 
12866, dated September 30,1993. 
DATES: Effectrve Date: December 14, 
1995. 

Comment Due Date: To be considered 
in the formulation of a final rule, 
comments should be subinitted to the 
address given below on or before 
Febmary 12,1996. 
ADDRESSES: Comments should be 
subinitted to: General Services 
Administration, FAR Secretariat, 18th & 
F Streets NW.. Room 4037, Washington, 
DC 20405. 
FOR FURTHER INFORMATION CONTACT: 
Mr. Jeremy F. Olson at (202) 501-3775 
in reference to this FAR case. For 
general information, contact the FAR 
Secretariat, Room 4037, GS BuUding, 
Washington, DC 20405 (202) 501-4755. 
Please dte FAC 90-35. FAR Case QS-
OOS. 
SUPPLEMENTARY INFORMATION: 

A. Background 
This interim rule is intended to clarify 

cost aUowabiUty mles concemuig the 
recognition of gains and losses related to 
long-Uved assets. The mle addresses a 
cost category which is the subject of a 
Financial Acxounting Standards Board 
Statement of Financial Accounting 
Standards (SFAS), No. 121. dated March 
1995, entiUed "Accounting for the 
Impairment of Long-Lived Assets and 
for Long-Lived Assets To Be Disposed 
Of." 

The SFAS appUes to long-Uves assets 
(such as land, buildings, and 
eqtupment), identifiable intangibles, 
and related goodwUl, and establishes 
giudance to recognize and measure 
impiairment losses. If impaired assets are 
to be held for use, the SFAS requires a 
write-down to fair value when events or 
ciraunstances (e.g., environmental 
damage, idle facilities arising from 
declining business, etc.) inciicate that 
carrying values may not be fiUly 
recoverable. 

Impaired assets that are to be 
disposed of, however, woiUd be 
reported (vrith certain exceptions) at the 
lower of cost or fair value less cosl to 
seU. Once written down, the previous 
carrying amount of an impaired asset 
could not be restored if the impairment 
was subsequentiy removed. 

In contrast to tne SFAS provisions. 
Cost Accounting Standard (CAS) 
9904.409. "Depreciation of Tangible 
Capital Assets", provides quite different 
criteria and guidance to recognize gains 
and losses for Goveminent contract 
purposes. The language at 9904.409-40 
(a)(4) and (b)(4). g904.409-50(i). and 
related F*romulgation Coinment 10. 
"Gain or Loss," makes it clear that gains 
and losses are recognized only upon 
asset disposal; no other circunistances 
trigger such recognition. 

FAR 31.205-16 reflects the CAS 
provisions that an asset be disposed of 
in order to recognize a gain or loss. The 
FAR rule appUes to both CAS and non-
CAS covered contracts. Consequentiy. 
for Govemment contract purposes, an 
impairment loss is recognized only 
upon disposal of the impaired asset 
like other losses, it is measured as the 
difference between the net amount 
realized and the impaired asset's 
imdepreclated balance. Govemment 
cxmtractors. therefore, recover the 
carrying values of impaired assets held 
for use by retaining pre-write-down 
depreciation or amortization schedules 
as though no impairment had occmred. 
The rule addresses the treatment of 
losses for impaired assets by adding a 
new paragraph (o) at 31.205-rll. and 
revising the titie and adding a new 
paragraph (g) at 31.205.16. 
B. Regulatory Flexibility Act 

The interim rule is not expected to 
have significant economic impact on a 
substantial number of smaU entities 
within the meaning of the Regulatory 
FlexibiUty Act. 5 U.S.C. 601 et seq. 
because most contracrts awarded to 
smaU entities are awarded on a 
crompetitive fixed-price basis and the 
cost princdples do not apply. An Initial 
Regulatory FlexibiUty Analysis has, 
therefore, not been performetL 

Comments are invited from smaU 
businesses and other interested parties. 
Comments from smaU entities 
conceming the affected FAR parts wiU 
also be considered in accordance with 5 
U.S.C. 610. Such comments must be 
submitted separately and cute 5 U.S.C 
601. et seq. (FAC 90-35, Far case 95-
003) in correspondence. 
C Paperwork Reduction Act 

The Paperwork Reduction Act does 
not apply because the rule does not 
impose any reporting or record keeping 
reqiUrements which recjuire the 
approval of the Office ofManagement 
and Budget under 44 U.S.C. 3501. et 
seq. 
D. Determination To Issue an Interim 
Rule 

A determination has been made under 
authority of the Secaetary of Defense 
(DOD). the Administrator of General 
Services (GSA). and the Administrator 
of the National Aeronauticrs and Space 
Administration (NASA) that, pursuant 
to 41 U.S.C 418b, urgent and 
compelling reasons exist to publish an 
Uiterim rule prior to affording the pubUc 
an opportunity to comment This action 
is necessary becrause the Statement of 
Financrial Accounting Standards No. 
121, Acrcounting for the Impairment of 
Long-Lived Assets and for Long-Lived 
Assets to be Disposed Of. dated Marcrh 
1995, requires all pubUcrly owned firms 
to recognize impairment losses in their 
financial statements for fiscral years 
beginning after December 15.1995. It is 
likely that Govemment contracrtors 
whose 1996 fiscal year begins after 
Decrember 15.1995. wiU recognize 
impairment losses for financrial 
reporting and claim a portion of such 
losses either on crurrent contracrts or on 
those awarded after December 15.1995. 
In order to ensure that contractors' 
impairment losses are not paid by the 
Federal Govemment. it is necressaiy to 
issue this crlarificration of existing cost 
princriples expecUtiously. However, 
pursuant to PubUc Law 98-577 and FAR 
1.501. pubUc comments received in 
response to this interim nde wiU be 
cronsidered in formtilating the final rule. 

List ofSubjecte in 48 CFR Part 31 
Govemment prcxnirement 
Dated: December 8.1995. 

Edward C Loeb. 
Acting Director, Office ofFederal Acquisition 
Policy. 
Federal Aerquisition Circular 
Number 90-35 

Federal Acquisition Circular (FAC) 90-35 
is issued under the authority of the Secretary 
of Defense, the Administrator ofGeneral 
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Services, and the Administrator for the 
National Aeronautics and Space 
Administration. 

UiUess otheiwise specified, all Federal 
Acquisition Regulation (FAR) and other 
directive inaterial contained in FAC 90-35 is 
effective Decrember 14,1995. 

Dated: December 1,1995. 
Eleanor R. Spector. 
Director. DefenseProcurement. 

Dated: December 6,1995.. 
IdaM. Ustad, 
Associate Administrator, for Acquisition 
Policy. 

Dated: December 7,1995. 
Tom Luedtke, 
Deputy Associate Administrator for 
Irocurement, NASA. 

Therefore. 48 GFR Part 31 is amended 
as set forth below: 

PART 31—CONTRACT COST 
PRINCIPLES AND PROCEDURES 

1. The authority citaUon for 48 CFR 
Part 31 continues to read as foUows: 

Authority: 40 U.S.C 486(c); 10 U.S.C 
chapter 137; and 42 U.S.C. 2473(c). 

2. Section 31.205-11 is amended at 
the end of paragraph (e) by adding the 
parenthetical "(but see paragraph (o) of 
this subsecrtion)."; and by adciing 
paragraph (o) to read as foUows: 
31^5-11 Depreciation. 
• * * * * . 

(o) In the event of a write-down from 
carrying value to fair value as a result 
of impairmente eraused by evente or 
changes in earcrumstances. deprecriation 
ofthe impaired assete shall not exceed 
the amoimts estebUshed on depreciation 

serhedules in use prior to the write-down 
(see 31.205-16(g)). 

3. Section 31.205-16 is amended by 
revising the section heading and adding 
paragraph (g) to read as follows: 
31.20&-16 Gains and losses on 
disposition or Impairment of depreciable 
property or ottier capital assete. 
* * * * * 

(g) With respect to long-Uved tangible 
and identifiable intangible assete held ' 
for use. no loss shall be recognized for 
a write-down from carrying value to fair 
value as a result of impairmente caused 
by evente or changes in circumstances 
(e.g., enviromnental damage, icUe 
facUUties arising ftom a declining 
business base, etc.). Deprecriation or 
amortization on pre-write-down 
crarrying value of impaired assete not yet 
cUsposed of shaU continue tobe 
recoverable under estabUshed 
depreciation or amortization schedules 
to the extent it is not otherwise 
unaUowable tmder other provisions of 
die FAR. 

[FRDoc. 95-30442 Filed 12-13-95; 8:45 am] 
BILLING CODE 6820-EP-M 

48 CFR Part 31 
[Federal Acquisition Circular 90-35] 

Federal Acquisition Regulation; Rates 
of Inflatioh , 

AGENCIEŜ  Department ofDefense (DOD), 
General Services Administration ((^A), 
and National Aeronauticrs and Spacre 
Administraticm (NASA). 
ACTION: Annual notice of rates of 
inflation. 

The QviUan Agency Acquisifion 
Council and the Defense Acquisition 
Regulations Coimcdl have agreed to 
pubUsh as an information item, the rates 
of inflation which are used in 
conjuncrtion with other factors to 
detennine the allowabiUty of IRacD/B&P 
coste for major contracrtoirs under 
31.205-18(c)(2)(i)(C)(2) during Uie first 
three contratrtor fiscral years beginning 
on or after October 1.1992. The 
foUowing rates of inflation are effecrtive 
immecUately. and shaU remain in effecrt 
tmtil superseded by the next 
pubUcation. which is anticipated in 
January 1996: 

Fiscal year 
Annual 
percent
age rate 

1994 2.5 
2.9 
3.0 
3.0 

1996 

2.5 
2.9 
3.0 
3.0 1997 

2.5 
2.9 
3.0 
3.0 

The above rates are the Priere 
Escalation IncUces for the Research. 
Development. Test & Evaluation 
(FUDT&E) Accouiit. Total ObUgation 
Authority (TOA). issued by the 
Principal Deputy Under Secaetary of 
Defense (ComptroUer) on January 10. 
1995. These rates of inflation supersede 
those pubUshed in FAC 90-23. Item 
XL—^Annual Noticre of Rates of Inflation, 
in the Federal Register on December 28, 
1994. 

Dated: December 8,1995. 
Edward CLod>, 
Acting Director, Office ofFederal Acquisition 
Policy. 
(FRDoc 95-30443 FUed 12-13-95; 8:45.am] 
BILLING COOE «820-EMM 



A C Q U I S I T I O N A N D 
TECHNOLCXSY 

DP/CPF 

O F F I C E OF THE UNDER S E C R E T A R Y O F D E F E N S E 

3000 DEFENSE PENTAGON 
WASHINGTON DC 20301-3000 

JA:: 211095 

MEMORANDUM FOR DEPUTY DIRECTOR, DEFENSE ACQUISITION REGULATIONS 
SYSTEM 

SUBJECT: Accounting f o r Impairment of Long-Lived Assets 

The F i n a n c i a l Accounting Standards Board plans to issue a new 
r u l e i n February t h a t w i l l r e q u i r e p u b l i c l y - h e l d f i r m s t o recognize 
asset impairment losses r e s u l t i n g from c e r t a i n events or changes i n 
circumstances (e.g., environmental damage) when recovery of c a r r y i n g 
values i s improbable. Once w r i t t e n down, the previous c a r r y i n g 
amount of an asset cannot be r e s t o r e d i f the impairment i s 
subseguently removed. The r u l e w i l l apply t o f i n a n c i a l statements 
f o r f i s c a l years beginning a f t e r June 15, 1995. 

Under c u r r e n t CAS and FAR p r o v i s i o n s , impairment losses on 
assets h e l d f o r use cannot be recognized f o r Government c o n t r a c t i n g . 
Nonetheless, u n c e r t a i n t y and p o t e n t i a l controversy might be avoided 
i f an appropriate FAR change i s implemented to c l a r i f y e x i s t i n g 
p o l i c y on the subject. 

CPF has s t a f f e d the issue w i t h selected members of the Cost 
P r i n c i p l e s and CAS committees, and d r a f t e d a proposed change to FAR 
31.205-16 w i t h c o l l a t e r a l s (Attachment). Given the sho r t lead time 
a v a i l a b l e to us, I would l i k e t h i s case t o receive top p r i o r i t y . 
Please e s t a b l i s h a case number and process the case as quiclcly as 
pos s i b l e . 

Eleanor R. Spector 
D i r e c t o r , Defense Procurement 

Attachment 



DAR Case 95-XX  
Baseline; FAR posted throuah FAC 94-2 0 

Proposed change shown i n [ b r a c k e t s ] . 

PART 31--C0NTRACT COST PRINCIPLES AND PROCEDDRES 
* * * * 

31.205-16 Gains and losses on disposition of depreciable 
property or other c a p i t a l assets. 
(a) Gains and losses from the sale, r e t i r e m e n t , or other 

d i s p o s i t i o n (but see 31.205-19) of depreciable p r o p e r t y s h a l l 
be included i n the year i n which they occur as c r e d i t s or 
charges to the cost grouping(s) i n which the d e p r e c i a t i o n or 
am o r t i z a t i o n a p p l i c a b l e to those assets was included (but see 
paragraph (d) of t h i s subsection). However, no gain or loss 
s h a l l be recognized as a r e s u l t of the t r a n s f e r of assets i n a 
business combination (see 31.205-52). [Moreover, w i t h respect 
to l o n g - l i v e d t a n g i b l e and i d e n t i f i a b l e i n t a n g i b l e assets h e l d 
f o r use, no loss s h a l l be recognized f o r a write-down from 
c a r r y i n g value t o f a i r value as a r e s u l t of impairments caused 

by events or changes i n circumstances (e.g., environmental 
damage, i d l e f a c i l i t i e s a r i s i n a from a d e c l i n i n g business base, 
e t c . ) . D epreciation or a m o r t i z a t i o n on pre-write-down c a r r y i n g 
values of impaired assets not y e t disposed of s h a l l continue t o 
be recoverable under e s t a b l i s h e d d e p r e c i a t i o n or a m o r t i z a t i o n 
schedules t o the extent i t i s not otherwise unallowable under 
other p r o v i s i o n s of the FAR.] 

Attachment 



PROPOSED PEDERAL REGISTER NOTICE 
DEPARTMENT OF DEFENSE 
GENERAL SERVICES ADMINISTRATION 
NATIONAL AERONAUTICS AND SPACE ADMINISTRATION 

48 CFR Part 31 

Federal A c q u i s i t i o n Regulation (FAR); Impaired Assets. 
AGENCIES: Department of Defense (DoD); General Services 
A d m i n i s t r a t i o n (GSA); and Nat i o n a l Aeronautics and Space 
A d m i n i s t r a t i o n (NASA). 

ACTION: Request f o r comment on proposed r u l e . 
COMMENTS: Comments should be submitted to the FAR S e c r e t a r i a t 
at the address shown below on or before (60 days from 
p u b l i c a t i o n ) , t o be considered i n the f o r m u l a t i o n of a f i n a l 
r u l e . 
SUMMARY: The C i v i l i a n Agency A c q u i s i t i o n Council and the 
Defense A c q u i s i t i o n Regulations Council are considering 

- r e v i s i n g FAR 31.205-16 to. sat f o r t h a r l a r i f i cnt i.on o^ e x i s t i n g 
r u l e s regarding the a l l o w a b i l i t y of losses recognized when 
c a r r y i n g values of impaired assets are w r i t t e n down f o r 
f i n a n c i a l r e p o r t i n g . 

ADDRESS: Interested parties should submit written comments to: 
General Services Administration, FAR Secretariat (VRS), 18th & 
F Streets, N.W., Room 4041, Washington, DC 20405. Please c i t e 
FAR Case 95-XX i n a l l correspondence related to these issues. 
EFFECTI'VE DATE: 
POR PURTHER INPORMATION CONTACT: Ms. Beverly Fayson, FAR 
S e c r e t a r i a t , telephone (202) •&£^-4T53*. Please c i t e FAR Case 
95-XX. 



SUPPLEMENTARY INPORMATION: 
A. Background 

The revision, proposed-by thc councilo- i s intended t o 
c l a r i f y extant cost a l l o w a b i l i t y r u l e s regarding r e c o g n i t i o n of 
gains and losses r e l a t e d to l o n g - l i v e d assets. Thia -t^ruyuseJ ' 
r u l e addresses a cost category which i s the subject of a 
F i n a n c i a l Accounting Standards Board proposed Statement of 
F i n a n c i a l Accounting Standards (SFAS), No. 132-B, dated 
November 29, 1993, and e n t i t l e d "Accounting f o r the Impairment 

// 

of Long-Lived Assets. The SFAS applies t o l o n g - l i v e d assets 
(such as land, b u i l d i n g s , and equipment), i d e n t i f i a b l e 
i n t a n g i b l e s , and r e l a t e d g o o d w i l l , and est a b l i s h e s guidance to 
recognize and measure impairment losses. I f impaired assets 
are to be held f o r use, the SFAS req u i r e s a write-down to f a i r 
value when events or circumstances (e.g., environmental damage, 
i d l e f a c i l i t i e s a r i s i n g from d e c l i n i n g business, etc.) i n d i c a t e 
t h a t c a r r y i n g values may not be f u l l y recoverable. Impaired 
assets t h a t are t o be disposed of, however, would be reported 
( w i t h c e r t a i n exceptions) a t the lower of cost or f a i r value 
less cost to s e l l . Once w r i t t e n down, the previous c a r r y i n g 
amount of an impaired asset could not be r e s t o r e d i f the 
impairment was subsequently removed. The f i n a l SFAS, which i s 
v i r t u a l l y unchanged from the proposed r u l e (except f o r c e r t a i n 
u t i l i t y company p r o v i s i o n s ) , i s scheduled t o be issued on 
February 15, 1995. The SFAS w i l l apply t o a l l f i n a n c i a l 
statements issued f o r f i s c a l years beginning a f t e r June 15, 
1995. I n c o n t r a s t t o the SFAS p r o v i s i o n s . Cost Accounting 
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standard (CAS) 9904.409, "Depreciation of Tangible C a p i t a l 
Assets," provides cjuite d i f f e r e n t c r i t e r i a and guidance t o 
recognize gains and losses f o r Government c o n t r a c t i n g purposes. 
The language at 9904.409-40(a) (4) and ( b ) ( 4 ) , 9904.409-50 ( j ) , 
and r e l a t e d Promulgation Comment 10, "Gain or Loss," makes i t 
c l e a r t h a t gains and losses are recognized only upon asset 
d i s p o s a l ; no other circumstances t r i g g e r such r e c o g n i t i o n . FAR 
31.205-16, "Gains and losses on d i s p o s i t i o n of depreciable 
p r o p e r t y and other c a p i t a l assets," r e f l e c t s the CAS p r o v i s i o n 
t h a t an asset be disposed of i n order to recognize a gain or 
l o s s . The FAR r u l e applies t o both CAS and non-CAS covered 
c o n t r a c t s . Consequently, f o r Government c o n t r a c t i n g purposes, 
an impairment loss i s recognized only upon disposal of the 
impaired asset and, l i k e other losses, i t i s measured as the 
d i f f e r e n c e between the net amount r e a l i z e d and the impaired 
asset's undepreciated balance. Government c o n t r a c t o r s , 
t h e r e f o r e , recover the c a r r y i n g values of impaired assets held 
f o r use by r e t a i n i n g pre-write-down d e p r e c i a t i o n or 
a m o r t i z a t i o n schedules as though no impairment had occurred. 

_-Xii order to c l a r i f y fche exisfeing coot a l l o w a b i l i t y rujrc-;—b©th~_ 

_pi-opuy€;J nule-: 
B. Regulatory F l e x i b i l i t y Act 

This proposed r u l e i s not expected t o have a s i g n i f i c a n t 
economic impact on a s u b s t a n t i a l number of small e n t i t i e s 
w i t h i n the meaning of the Regulatory F l e x i b i l i t y Act, 5 U.S.C. 
601, seq. , because most co n t r a c t s awarded t o small e n t i t i e s 
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are awarded on a competitive fixed-price basis and^cost 
pri n c i p l e s do not apply. An I n i t i a l Regulatory F l e x i b i l i t y 
Analysis has, therefore, not been performed. Comments from 
small e n t i t i e s concerning the affected FAR subpart w i l l be 
considered in accordance with 5 U.S.C. 610. Such comments must 
be submitted separately and should c i t e 5 U.S.C. 601, s i sea. 
(FAR case 95-^^), i n correspondence. 
C. Paperwork Reduction Act 

The Paperwork Reduction Act does not apply because the 
proposed change to the FAR does not impose record keeping or 
information c o l l e c t i o n requirements, or collec t i o n s of 
information from offerors, contractors, or members of the 
public which require the approval of the Office of Management 
and Budget under 44 U.S.C. 3 501, ^ sea. 
L i s t of Subjects i n 48 CPR Part 31: 

Government procurement. 
Dated: 



Case Management Record 
Discussion Handout 

FAR Case 95-003 Date January 30,1995 

Title Impainnent of Long-Lived Assets 

Priority Submitted By Ladd Originator Code O 

Case Manager Mens Case References 

FAR Cites DFARS Cites 

Cognizant Committees Cost Principles and CAS 

Coordination CPF 

Recommendation Discuss: 

This is a new case initiated at the request of the Director of Defense Procurement to revise the 
FAR to implement a new Financial Accounting Standards Board (FASB) rule that will require 
publicly-held firms to recognize asset impairment losses resulting from certain events or 
changes in circumstances when recovery of carrying values is improbable. 

CPF has already developed a proposed rule and staffed it with selected members of the Cost 
Principles and CAS Committees. Please do whatever staffing you need to do within your 
agency so that we might discuss the draft language and reach agreement on a fast-track basis. 

'JAN 311995 



< • 
OFFICE OF THE UNDER SECRETARY OF DEFENSE 

3000 D E F E N S E PENTAGON 
WASHINGTON DC 20301-3000 

ACQUISITION AND 
TECHNOLCXiY 

DP/CPF 

JAii 2 5 1995 

MEMORANDUM FOR DEPUTY DIRECTOR, DEFENSE ACQUISITION REGULATIONS 
SYSTEM 

SUBJECT: Accounting f o r In^)airment of Long-Lived Assets 

The F i n a n c i a l Accovinting Standards Board plans t o issue a new 
r u l e i n February t h a t w i l l recjuire p u b l i c l y - h e l d f i r m s t o recognize 
asset impairment losses r e s u l t i n g from c e r t a i n events or changes i n 
circumstances (e.g., environmental damage) when recovery of c a r r y i n g 
values i s improbable. Once w r i t t e n down, the previous c a r r y i n g 
amount of an asset cannot be r e s t o r e d i f the impairment i s 
subsequently removed. The r u l e w i l l apply t o f i n a n c i a l statements 
f o r f i s c a l years beginning a f t e r June 15, 1995. 

Under c u r r e n t CAS and FAR p r o v i s i o n s , impairment losses on 
assets h e l d f o r use cannot be recognized f o r Government c o n t r a c t i n g . 
Nonetheless, u n c e r t a i n t y and p o t e n t i a l controversy might be avoided 
i f an appropriate FAR change i s implemented t o c l a r i f y e x i s t i n g 
p o l i c y on the sub j e c t . 

CPF has s t a f f e d the issue w i t h selected members of the Cost 
P r i n c i p l e s and CAS committees, and d r a f t e d a proposed change to FAR 
31.205-16 w i t h c o l l a t e r a l s (Attachment). Given the sho r t lead time 
a v a i l a b l e t o us, I would l i k e t h i s case t o receive top p r i o r i t y . 
Please e s t a b l i s h a case number and process the case as q u i c k l y as 
po s s i b l e . 

Eleanor R. Spector 
D i r e c t o r , Defense Procurement 

Attachment 



DAR Case 95-XX  
3»Sglin9; PAR posted throuah PAC 94-20 

Proposed change shown i n [brackets]. 

PART 31--CONTRACT COST PRINCIPLES AND PROCEDDRES 
* * * * 

31.205-16 Gains euid losses on disposition of depreciable 
property or other capital assets. 
(a) Gains and losses from the sale, retirement, or other 

disp o s i t i o n (but see 31.205-19) of depreciable property s h a l l 
be included i n the year i n which they occur as credits or 
charges to the cost grouping(s) i n which the depreciation or 
amortization applicable to those assets was included (but see 
paragraph (d) of t h i s subsection). However, no gain or loss 
s h a l l be recognized as a re s u l t of the transfer of assets i n a 
business combination (see 31.205-52). [Moreover, with respect 
to long-lived tangible and i d e n t i f i a b l e intangible assets held 
for use, no loss s h a l l be recognized for a write-down from 
carrying value to f a i r value as a re s u l t of inpairments caused 
by events or changes i n circumstances (e.g., environmental 
damage, i d l e f a c i l i t i e s a r i s i n g from a declining business base, 
e t c . ) . Depreciation or amortization on pre-write-down carrying 
values of inpaired assets not yet disposed of s h a l l continue to 
be recoverable under established depreciation or amortization 
schedules to the extent i t i s not otherwise imallowable under 
other provisions of the FAR.] 
* * * * 

Attachment 



PROPOSED FEDERAL REGISTER NOTICE 

DEPARTMENT OF DEFENSE 
GENERAL SERVICES ADMINISTRATION 
NATIONAL AERONAUTICS AND SPACE ADMINISTRATION 

48 CFR Part 31 

Federal A c c j u i s i t i o n Regulation (FAR); Impaired Assets. 
AGENCIES: Department of Defense (DoD); General Services 
A d m i n i s t r a t i o n (GSA); and N a t i o n a l Aeronautics and Space 
A d m i n i s t r a t i o n (NASA). 
ACTION: Request f o r comment on proposed r u l e . 
COMMENTS: Comments should be submitted t o the FAR S e c r e t a r i a t 
at the address shown below on or before (60 days from 
p u b l i c a t i o n ) , t o be considered i n the f o r m u l a t i o n of a f i n a l 
r u l e . 
SDMMARY: The C i v i l i a n Agency A c q u i s i t i o n Council and the 
Defense A c q u i s i t i o n Regulations Council are considering 
r e v i s i n g FAR 31.205-16 t o set f o r t h a c l a r i f i c a t i o n of e x i s t i n g 
r u l e s regarding the a l l o w a b i l i t y of losses recognized when 
c a r r y i n g values of impaired assets are w r i t t e n down f o r 
f i n a n c i a l r e p o r t i n g . 

ADDRESS: Interested parties should submit written comments to: 
General Services Administration, FAR Secretariat (VRS), 18th & 
F Streets, N.W., Room 4041, Washington, DC 20405. Please c i t e 
FAR Case 95-XX i n a l l correspondence related to these issues. 
EFFECTIVE DATE: 
POR PURTHER INPORHATION CONTACT: Ms. Beverly Fayson, FAR 
S e c r e t a r i a t , telephone (202) 523-4755. Please c i t e FAR Case 
95-XX. 



SUPPLEMENTARY INPORMATION: 
A. Baclcground 

The rev i s i o n proposed by the councils i s intended to 
c l a r i f y extant cost a l l o w a b i l i t y rules regarding recognition of 
gains and losses related to long-lived assets. This proposed 
rul e addresses a cost category which i s the subject of a 
Financial Accounting Standards Board proposed Statement of 
Financial Accounting Standards (SFAS), No. 132-B, dated 
November 29, 1993, and e n t i t l e d "Accounting f o r the Impairment 
of Long-Lived Assets. The SFAS applies to long-lived assets 
(such as land, buildings, and equipment), i d e n t i f i a b l e 
intangibles, and related goodwill, and establishes guidance to 
recognize and measure impairment losses. I f impaired assets 
are to be held for use, the SFAS requires a write-down to f a i r 
value when events or circumstances (e.g., environmental damage, 
i d l e f a c i l i t i e s a r i s i n g from declining business, etc.) indicate 
that carrying values may not be f u l l y recoverable. Iinpaired 
assets that are to be disposed of, however, would be reported 
(with certain exceptions) at the lower of cost or f a i r value 
less cost to s e l l . Once w r i t t e n down, the previous carrying 
amount of an impaired asset could not be restored i f the 
impairment was subsequently removed. The f i n a l SFAS, which i s 
v i r t u a l l y unchanged from the proposed rule (except f o r ce r t a i n 
u t i l i t y company provisions), i s scheduled to be issued on 
February 15, 1995. The SFAS w i l l apply to a l l f i n a n c i a l 
statements issued for f i s c a l years beginning a f t e r June 15, 
1995. I n contrast to the SFAS provisions. Cost Accounting 
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Standard (CAS) 9904.409, "Depreciation of Tangible Capital 
Assets," provides quite d i f f e r e n t c r i t e r i a and guidance to 
recognize gains and losses for Government contracting purposes. 
The language at 9904.409-40(a)(4) and (b)(4), 9904 .409-50(j), 
and related Promulgation Comment 10, "Gain or Loss," makes i t 
clear that gains and losses are recognized only upon asset 
disposal; no other circumstances t r i g g e r such recognition. FAR 
31.205-16, "Gains and losses on dispo s i t i o n of depreciable 
property and other c a p i t a l assets," r e f l e c t s the CAS provision 
that an asset be disposed of i n order to recognize a gain or 
loss. The FAR rul e applies to both CAS and non-CAS covered 
contracts. Consequently, for Government contracting purposes, 
an impairment loss i s recognized only upon disposal of the 
impaired asset and, l i k e other losses, i t i s measured as the 
difference between the net amount realized and the impaired 
asset's undepreciated balance. Government contractors, 
therefore, recover the carrying values of impaired assets held 
for use by re t a i n i n g pre-write-down depreciation or 
amortization schedules as though no inpairment had occurred. 
I n order to c l a r i f y the e x i s t i n g cost a l l o w a b i l i t y r u l e , both 
councils have agreed to proceed with publication of t h i s 
proposed r u l e . 

B. Regulatory Pl e x i b i l i t y Act 
This proposed ru l e i s not expected to have a s i g n i f i c a n t 

economic impact on a substantial number of small e n t i t i e s 
w i t h i n the meaning of the Regulatory F l e x i b i l i t y Act, 5 U.S.C. 
601, s i seq.. because most contracts awarded to small e n t i t i e s 
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are awarded on a competitive fixed-price basis and cost 
principles do not apply. An I n i t i a l Regulatory F l e x i b i l i t y 
Analysis has, therefore, not been performed. Comments from 
small entities concerning the affected FAR subpart w i l l be 
considered in accordance with 5 U.S.C. 610. Such coniments must 
be submitted separately and should cite 5 U.S.C. 601, £t seq. 
(FAR case 95-XX), in correspondence. 
C. Paperwork Reduction Act 

The Paperwork Reduction Act does not apply because the 
proposed change to the FAR does not impose record keeping or 
information collection requirements, or collections of 
information from offerors, contractors, or members of the 
public which require the approval of the Office of Management 
and Budget under 44 U.S.C. 3501, ̂  sea. 
L i s t of Subjects in 48 CPR Part 31: 

Government procurement. 
Dated: 




