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VEMORANDUM FOR DI RECTORS OF DEFENSE AGENCI ES
DEPUTY FOR ACQUI SI TI ON AND BUSI NESS MANAGEMENT,
ASN (RD&A) / ABM
DEDUTY AQCTOPANTISECRETARY OF THE AIR FORCE
( CONTRACTI NG, SAF/AQC
DI RECTOR, PROCUREMENT POLI CY, ASA(RD&A)/SARD-PP
pEPUTY DI RECTOR (ACQUI SITION), DEFENSE LCd STICS AGENCY

SUBJECT: Allowability of Costs

We have anended Part 231 of the Defense Federal Acquisition
Regul ati on Suppl ement (DFARS) to inplenent Section 8122 of the
FY 1996 Defense Appropriations Act (Pub. L. 104-61) . Section
8122 prohibits the use of Fy 1996 appropriated funds to reinburse
a contractor for costs paid by the contractor to an enﬁl oyee when
such costs are for a bonus ©Of otherwise in excess of the nornal
salary paid by the contractor to the employee, and such bonus *°*
part of restructuring COSts associat ed wth a business
conbi nati on. This prohibition does not apply to severance or
earl y retirenment I ncentive paerEﬂtS.

This interim DFARS rule is effective inmmediately and will be
published in a future Defense Acquisition Crcular.

Cresni fpasTe)

El eanor R Spector
Director, Defense Procurenent

At t achnent

cc: DSMC, Ft. Belvoir



SUBPART 231.2 --CONTACTS WTH COMVERCI AL ORGANI ZATI ONS
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231. 205-6 Compensation for personal services.
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(f) (1) Costs for bonuses or other paynents, that are
in excess of the normal salary paid by the
contractor to the enployee and that are part
of restructuring costs associated with a
busi ness conbi nation, are unall owabl e under
DoD contracts funded by fiscal year 1996
appropsciations (Fublic Law 104 51). This
[imtation does not apply to severance
paynments or early retirenment incentive
payment s. (See 231.205-70(b) for the
definitions of “business conbination” and
“wrestructuring costs.”)



