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- “FEB 23 1978
Mr. Thomasné. Cassidy

Chairman, ASPR Committee

Offlce of the Asgistant

.Becretary of Defense
Department of Defense

Dear Mz, Casaidy:

By letter dated Septembe: 28, 1977, with attacbment,
you transmitted for our comment propored revigions to
ASPR 15-205. G(f), :egardlng Compensatlon for Personal
8¢zv1ccs.'

Currently, unde: ASPR 15—205 6, deferred campensatxon
costs are allocable and sllowable only .in those years in
which they are allowable as tax deductions under the
Internal Revenue Code. Generally such coste are allowa-
ble as tax ‘deductions enly in the years in which the
enployeeg are actually pald.  Therefére, under current
ASPR policy, deferred compensation costs are neither allo-
cable nor allowableé in the year of award to the employee;
rather, they are allocable to and allowable in the years
"in which actual payments are made, Conversgely, Cost
Accounting Btandard (CAS) 415 gets forth measurement
and allocability criterla based on sccrual accounting
concepts and prescribes that deferred compensation costs
~are allocable entirely to the year in which the award is
made to the employee--they are not allccable to the years
subsequent to award in which actual payments are made,
Ih view of the above conflict, the ASPR Committee is
considering a revigion to tbe cited ASPR.provision.
lncorpotatinq CRAS 415,

- The p:oposed revision makes rubparaqraphs (2) and (B)
of ASPR 15-205.6(f)(2)(11) applicable only to deferred
compensation costz not covered Ly CAS- 415, The first
phrase of each of these subparagraphs requires deferred
compensation costs to be deductihle for the same figcal
year for Federal Income tax purposes under Section 404
of the Internal Revenue Code of 1954, ¥e agree that
"subperagraphs (A) end (E) should no longer be applicable
to coste covered by CAS 415,
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Rew subparagraphs (C) and (D) of ASPR 15-~205.6 (f)
(2)(i1) incorporate CA& 412 (regarding pension plans)
and CAS 415 (regarding other forms of deferred compen-
sation), respectively, into the cost principle. New
subparagraph (D){a) makes unallowable an interest com-
ponent of deferred compensation cost. We have been in-
formed by Mr. George H, Strouse, Chairman of the ASPR
section 15, part 2 Subcommittee, that this provision
has been deleted. New subparagraph (D)(b) makes the cost
of stock options unzllowable. We have no objection to
the remaining provisions of subparagraphs (C) and (D).

New subparagraph (E) provides that deferred compen-
sation paid to employees under awvards made prior to the
effective date of CAS 415 are allowable to the extent
they would have been allowable under ASPR 15-205.6, dated
July 1, 1876. We have no objection to this provision.

Bincerely yours,
R V. FELLIR

' Ds Comptroller General
Py of the United States




