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SUBJECT: Allowability of Costs for Restructuring Bonuses

VW have anended Part 231 of the Defense Federal Acquisition
Re?ul ation Suppl enent (DFARS) to inplenent Section 8083 of the FY 1998
Defense Appropriations Act (Pub. L. 105-56). Section 8083 prohibits
the use of FY 1998 funds to reinburse a contractor for costs paid b
the contractor to an enpl oyee when such costs are for a bonus or other
paynent in excess of the nornmal salary paid by the contractor to the
enpl oyee, and such bonus is part of restructuring costs associated
with a business conbination. This prohibition does not apply to
severance or early retirenent incentive payments.

_ This interim DFARS rule is effective imediately, and will be
included in a future Defense Acquisition Crcular.

El eanor R SPect)or%LLAtd
D rector, Derense Procurenent
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ALLOMBI LI TY OF COSTS FOR RESTRUCTURI NG BONUSES
DFARS CASE 97-D312
I NTERI M RULE

The baseline is the DFARS through DAC 91-12. Added | anguage is
in [bold and brackets]. Deleted |anguage is indicated by

PART 231—CONTRACT COST PRI NCl PLES AND PROCEDURES

* * * * *

SUBPART 231.2—-CONTRACTS W TH COMVERCI AL ORGANI ZATI ONS

o X X # X

231. 205- 6 Conpensation for personal services.
* * * * *

(£) (1) [In accordance with Section 8122 of Pub. L. 104-61,
and siml|ar sections in subsequent Defense
appropriations acts, €[clests for bonuses or other
paynents in excess of the nornmal salary paid by the
contractor to an enployee, that are part of
restructuring costs associated with a business
conbi nation, are unallowable under DoD contracts
funded by fiscal year 1996 [or subsequent]

approprlatlons [.] Wﬂb—l_—w%

wb—5—=04-268+— This limtation does not apply
to severance payments or early retirenent incentive

paynents. (See 231.205-70(b) for the definitions
of "business conbination" and "restructuring
costs. )



