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By lett~r dated September 2-S, 197.7, witb attachment, 
you transml~ted tor our collll'Qent. proposed ·rev l~ions to· 
ASPR 1S-20S •. 6(f), regarding"Compensatlon for Personal 
S•rvices. · · 

Currentl'y, under: ASPR is.-205.6, deferred eomi;>ensation 
costs a.-;e allocable ~rnd allowable only . in those ye.are in 
which they a·re allowable as tax deductions under the 
Internal Rev·enue Code.. Gef\etally such costs ar4!? allowa
ble as tax .deduction.& only in tile years in which t·he 
eiaployees ar' ac.t~ally paid. Therefote, ~nder current 
ASPR pol icy; deferred compensation CQ~ts. are neither allo
cable nor allowable in the ye at cf award to the- employee 1 
rather, they are allocable to and allowable in the years 

·in which actual payments are made. Conveu1ely, Cost· 
Accounting S~andatd (C'1S) · 415 se-t$ forth measurement 
and allocA.bility er i ter J.a based on accrual accounting 
concepte an6 prescribes that deferred compensation costs 
~re ~llocable entirely to the year iri which the award is 
made to the employee--they are not allocable to the years 
subsequent to aws,rd in which actual payments are made. 
In view· of the ~bove confl let, the A.SPR Committee is 
consldeiing e (evi~ion to the cited ASPR provision, 
lncorpoi~ting CAS 415~ · 

The. _propcsed .r.ev~slon makes subp<".lt ag r aphs ( ~.) ana ( B) 
of ASPR 15-205.6(f){2)(ii) appl~cable only to deferred 
compens•tion costs not covered by CAS 415. The firat 
phrase of each of these· subpare.graphs 'requires C!efer:red 
compensation costs to be deductible· for the eame fiscal 
yeat for Federal Income tax purposes under Section 404 
of the Internal Revenue Code of 1954. ·We aqr:ee that 

·subparagraphs (A) and (B) should no longer be applicable 
to costs covered by CAS 415. 
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New subpara~raphs (C) and (D) of ASPR 15-205.6 (f) 
(2)(ii) incorporate CAS 412 (reqardlng pension plane) 
and CAS •ls (regarding other forms of deferred compen
aation), reapectively, into the cost principle. New 
subparagraph (D)(a) makes unallowable en interest com
ponent ot deferred compensation cost. we have been in
formed by Mr. Geor9e B. Strouse, Chairman of the ASPR 
Section 15, part 2 subcommitt~•, that this provision 
has been deleted. New subparagraph (D)(b) makes the cost 
of stock options unallowable. We have no objection to 
the remaining provisions of subparagraphs (C) and {D). 

Nev subparagraph (E) provides that deferred compen
sation paid to employeee unaer awards made prior to the 
effective date of CAS 415 are allow&ble to the extent 
they would have been allowable under ASPR 15~205.6, dated 
July l, 1976. We have no objection to this provision. 

Sincerely yours, 

Comptroller General 
of the United St$tes 
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