
v v e.suin mmon Co wavs .m . . . s . . . n ., i.
-

'

f)(t T' FOI A - fAcm,__I i

/,s.. e...,s' \ }/ . w..w , m

[, ' '"m Tt"" -1gf[g/
,

RESPONSE TO FREEDOM OF,

INFORMATION ACT (FOIA) REQUEST
NOV 3 01999 |

4

ees.. m. w .:. n.e + ,,,e . ..me.
,

8 6 QJi %It e

6--.. L-- - - - - - - - - - - - - - -- --- - . - -

p' ART I,- AGENCY RtCORD$ Riti A$10 OR NQi LOC AT(D ($ce chetied lectest

No operic, enords svt9ect to the eeosest te.e t.een imete6

No eod'ticv.e' ope %cy #ec o os avtyect to the 'eQve H teve t.een ick e'ed

me.vesito ,no.ds e.e e,ec ve ih,w ennse, oa,4 d se. .veom., em see C-. enis sn..-, !o

.

A pet c, sec oeds not*o to ite ve nue st t' et #4 .ortr e o+ A rg eno n a s> __. ____ _ ._ _ .. e4 en eh e veretae tv rut.14 r,stwin.a and c ore .g .e thei e

Nhc PvtAe Doe.imei Room P120 t $veet N W WesNne'o^ DC 20'.!t>

Agenc y rec o'es set s tt it t+ e sensett itet s't .ceatAre o+ AM's ^9 e te s ;--- - __.__--. e e t+ing '' e'ie e ea tae to' g utd c *4r.+ 0.on and u f e *0 en thee e i

NHC Putii.c Dxcent m om Pt70 t theet N a AnNr.pt.ai. D0 r, e 'vice unne tNs 8 0' A net.c e ic eove ne nemeo

7he nong ope.eie, vepon of the p>eposet si stet tov e, reed ic ec c ept r e ie:ep6v4 con.e seoon aitt e **mt4, cd en, ste'f 4 now t eing enese n ecetae 'cr putAc
r specteoe end cc rpng et the N88C IvtAc Doc u ' ent A nsi m f i f 0 t $t.ee t. N W . S e nN' pton DC r e f e$v u de' 14: IDI A for t e' Cid 'cout MU f emer n

A gency secues sutmt ic the seo,.at t' et e+e eca st te s ce At pe * o . ,e r ___ _ . .r se t.e espeute c.d c r e e e et the NaC t oc e! Pvt''.c Dec e eni koom ecent te.o
en the Comino is $,riion

(*if ff?se d 99 8hfo' met.on Ch hon yN f' ee Dt>t em ec c t s: 10 e'.f t' t t he'ge f o' c c i yMQ te"o'Os (Ad;*d en the h 8'C I uld4 opf va t t t A O V'h . 2t?DL $0get NW.

W Ht"f on DC
_ . .M

_._ _.__

Agency reco os sutynt to the 'eovest e e emieted

R..o.de s.em ,, ,..e .e es, to.e ,_ .e .e..e d ,o est.4. ,ne.e e,.4 r.e 6 ~. .e . .e . . . s m .e s-,e ,o -

.- - . _ - . - . _ _ . . . ~ . - - . . . _ _ _ . . . . . . . _ . . - . _ _ . _ . . _ _ _ _ _ . .

You w + tw L..'ed t , the N n C f o< f e e s t ot e f.as 8 _ ..--_ -.-.._.--- _ -

In new of NRC 6 respu^se to th4 reovest. no fu't'C edson t+ing t e t e or e tpe e ie tier deled ____ _ .__. . ,_ .. . ._ .._ .. . N o _ . _ _ _ . _ _ _ . . _ , . _ , .

PART li A-l%FORV ATION WITHHttD FROM PUBLIC DISCLOSURE
)

Cetain into.menor. .n the eer.veeed ,nvos 4 te+g *ov4 3 b om r~tas e st k see ru s.4r.1 to the e.ets ws ce sc i t ed # re 'o' o e ,e ssors en 1 in S ri n
secteons $ C. ed D Any +t ned evWe o' the Ox c en1s tv nt4' o"'t l ed of P4 'tt o'd 4 t e'e g n e ttic are t4.e g a pe e. scot. e to g%ta esg+c hon end
torens m the NRC Pete Ducumet Room, 2120 t St'tet. N W . w nsrron DC m atoim voor 164 #o.A <wmt.e. ro.toveer re-4

COMMENTS j g (D ^<d sufw wa. A p-jag 4,4 & .
.

i. s ,o n - k%Wu s F~ f!I NUN "*

h es46 XIb. f hy @ ,, 0 2 |b
paw & w ' f .

,

,

I

(

l

|

| -

op or # Rt EDov or ivokM AttoN AND Puiisic AtlONS SERVICl3
-

i s> N t usit. omic oi

| w v6A _

:

I

9102060303 901130
| PDR FOIA
'

GIRARD90-530 PDR
. . - _ - , . -- - -.

m. -



- - - .. _ - .. . , _ _ . . _ - _ _-.

,

e fa a NUCLEAR REGULATORY COMMISSION l

$ l y WAtsiwo f ow. o. c. rose.s

# June 21, 1989
,*...$ 1

..
,

Ettgaret A. Willis
1ARSuretariat(VRS)
General services Administration
Office of Acquisition Policy
18th & F Streets, NW
Room 4041
Vashington, DC 20405

Dear Hs, Willis:

We have reviewed the following FAR cases and have no coment:

FAR Case 89-28, Asset Revaluation

TAR Case 89-31, Title to Property under Progress Payments Clause

FAR Case 89-32, Price Reasonableness Threshold

FAR Case 88-56, Comercial Bills of Lading under Cost
Reimbursement-Type Contracts

mQd) 0 ^0A~
'

E aid D. Tliompson Chief
Op ations Support taff

ion of Contracts
Div (d Troperty Management
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502 AflowaNe Costs la a March 11 letter to Defense Secretary Caspar
Weir.berger, Dingell and Wyden cited " bloated sala.

' GOLDEN PARACHUTES' ARE UldALLOWABLE, rles and hvish tonuses" paio to top executives ofHI
DAR COUNCIL WElGHING RELATED FAR CHAidGES map de ense firms such as TR% and Generalr

Dyr.am,cs. They maintained that it is not fair itLtiDefense contractors may not charge the costs of
503 " golden parachutes"-arrangements that Euarantee tupayers should help foot the bill for such costs.

lucrative compensation for top corporate executives lo particular, the letter criticized TRW's golden
in the event of a takeover--to the government because parachute arrangement, which like all such arranEC'

such costs neither meet the test of reasonableness nor meets, is designed to discourage a takeover attempt
benefit the government, the Pentagon asserted last by requiring that the acquiring entity centinue to pay503

week. top executives of the acquired entlty for a certain

H3 A March 18 statement prep.ared by the ofGee of period of time, often at higher salaries, even after
Assistant Secretary of Defense for Acquisition and they have left the firm.
Logistics Robert Coste!!o and distributed to the press Ordct the TRW golden parachute arrangement, the

ing says that, although the DOD procurement regulation top 14 executives would be guaranteed three years
',05 Eoverning allowability of contract costs does not spe. cash ecmpensation plus bonuses.

The letter points out that, u, der TRW's goldeneincally mention golden parachutes, it does require parschute arranr.ement, those executives would bethat all costs charged toas
be reasonable and 2) government contracts must t) paid over $10 rmilion in a tahcover. Roughly half thatbear a causal or beneficial
relationship to the work performed on such contracts, amo.nt could be billed to the government cs part of

512 "The DOD position holds that the costs of ' golden the everhead charge. TRW's chairman of the board,
parachutes' are not reasonable nor do they taenefit Ruben Mettler, would receive one fourth of that

amonnt-54.2 milllon-under the arrangement.
Eovernment work," the statement says. "Accordinglyd..ne taxpayers would pay more for Dr. Mettler notthey are unallowab!c and have always been questione

to uerk than thevon government ecntracts, rics of President !k.ay for the combined annual tala.
| According to one DOD source, the Defense Contract eagan, Vice President Bush, and

Audit ACency'has not been able to identify a single the entire Cabinet," the letter pointed nut.
instance in which D0D llewever a D0D official told FCR that TRW hasincluded in a contractor,has allowed such costs to be,y

made a . a'reement with D0D that its golden p ra,s overbead charges; in every g

instance where contracters claimed such costs, those chute ecsts will not be charged to the government if
., n 3 costs were disallowed. there is a take over. The snurce said Dir. gell had been

Informed of the agreemerst. Other I;rms reportedly
DAR Case Pending have made similar agreements with DOD. .

Meanwhile, the Defense Acquisition Regulatory IIcwever, Dingell and Wyden maintam that noth, gMo . m
Council is considering several changes to the Federal in D7D procurement regulations prevents sucheostsA3
Acquisition Regulation that would specifically make from being charged to defense contracts. Their letter
golden parachutes and other costs associated with contends that proposed changes to the FAR that would

a01
.

speci5cally disallow such costs "have been consi nedmergers and acquisitions unallow able-
DAR Case 8418,"AccouritinE for Mergers and Busi- to IW within the Pentagon's bureaucracy and h~ ave

ness Combinations," has been forwarded to the Coun. never been enacted."
3 ell by the cost principles committee. The DAR Council D0D cfEclals maintain that the DAR case in ques.

is expected to make its decision on the case in a few tion case t418, has been held up because of the heavy
burden the DAR Council has been under to implement

DOD source told FCR that the proposed FAR statutory requirements. Costello's statement is in.y n
changes ma

5 Standards y entail revisions to two Cost Accounting tended to stt the record straight that such costs, whilea

CAS 404 Capitalization of tangible assets, not sfeciEcally unallowable at the present time, could
and CAS 409, Depreciation of taccible capital assets, nevertheless not be charged to a government contract.

Separately, Deput3 Assistant Secretary of Defense
Cingell To Hold Hearing for Procurement Eleanor Spector issued a . memo

--

The Pentagon statement on golden parachutes was March 17 to the services reminding them that the
issued in response to recent critJcism by Reps. John costs of golden parachutes are unallowable.
Dinac!) (D.Mich) cnd Rnn Wyden (D. Ore) of the meth. Spector also told the llouse Covernment Operations..a

ods BOD uses to reimburse enntracters for the salary SubcomtrJttee en Legislation and National Security
m.d becures ther pay their inp e.tceutives. March 18 that DOD r.as a longstanding praedce of

I1nder curred coJt principl.v. con'. recto,y may h. dintlewing gc| dea parachutes.
-

m A
?, l ' cic&. in their overhead charces tu f.recidon el The !!cese Cn':rgy and Cemmerce subcomrMttec en
.f
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M, Mqcm ge w rqueM to epure thatDAR Crd.c Pence *
' :celmw. .e. the DAR Counct! i. consWering a pro- . g..

ml(D'.R Case 04 IS. "Accuun.mg for Mergers and r.de to all app., r .te p.*ry.,nel to nial.e ee tr.in tbt
,hmlot'ss Combinations " that wru'd specifically make unremnable u..tr. are not "imbuned on Daly

ec.nt r acts.er. allowable the cost of Colden parachutes.
*

'This rnemorandum does not a ply to severance
that rneels the requirements of har agraThe pending DAR case woula amend FAR 31 205 6,
of the Federal Acquisition Regulati n. ph 31.205-h. yCompensation for Persunal Services, to make un- g)

allowabic the costs of golden parachutes and golden /s/ Eleanor R. Spector
handcuf:s (lucrative compensation packages by the Deputy Assistant Secretary of
acquirinE entity to induce executives of the acquired Defense for Procuremententity to rema{nt in addition, the case would amend
FAR 31.205 27, Organization costs, to make unal|ow.
able the costs entailed in fighting a takeover. Contract Policy

Also, the DAH case would amend several FAR
scetions, including 3120510, Cost of money, 31 205 11
Depreciation, and 31.20510 Gains and losses on dispo. DOD LAUNCOS TEST PROGRAM TO SIMPLtFY,

sition of depreciable proper,ty or other capital assets' SPEED UP ACOUISITION PROCESS
and 31.205 49, goodwill to make unallowable the Under Secretary of Drfense for Acquisition Richard
added cost of money an,d the depreciation involved Godwin has launched a " procurement regulatory re-write- of asset values to current market value that form test" designed to simplif

acquisition process. Tc, 'his end,y and speed up thetypleal occurs in a takeover, he has delegated his
in ad itien, the case would amend FAR 42.1200 and authority to issue class deviations to the FAR and

42.1204 to extend the requirement for a navation DFARS, and waivers of any DOD procurement regula.
agreement toinclude situations shueby one company tion not required by statute or executive order, to the
gains control of another through acquisi; ion of a service acquisition eucutives, with authority tomajority of its stock. redelegate to the assistar t secretary level.

The case is currently under consideration by the "The DOD acquisition proecss is controlled by too
DAR Council. Once the Council has approved it,it will many detailed, complex laws and regulations,"
be sent to the Civilian Agency Acquisition Council for Godwin stated in a March 11 memo to the service
approval, and then issued as a pre;iesed rule in the secretaries and the head of the Defense LogisticsI ederal Register, Agency

Text of Spector's March 17 memo on golden para. "To this end, I am establishing a pilot contracting (chutes follows: activity program. . . The goal is to make it casler and
MEMORANDUM FOR quicker sur contracting personnel to get line managers
ASSISTANT SECRETARY OF Tile ARMY (RD&A) and commanders the quality products and services
ASSISTANT SECRETARY OF THE NAVY (S&L) they need, when they need them," the memo says.
ASSISTANT SECRETARY OF TiiE AIR FORCE "The pilot activities should place a strong emphasis
(RD&L) on quality and timeliness as well as price to get the
DIRECTORS OF TiiE DEFENSE AGENCIES best value for the nation." the memo continues. "I

would also like them to test procurement methods
SUBJECT: Golden Parachutes more in line with commercial practices for both com-

An article in the Washington Post on March 14. meretal and non commercial products and services."
1987, stated that under Pentagon rules the costs of All class deviations or waivers and the justification
" golden parachutes" could be bWed to the Department for such must be reported to Assistant Secretary of
of Defense (DoD). Golden parachutes are usually de, Defense for Acquisition and Logistics Robert Costello.
fmed as lucrative compensation packages for execu. The focal point for the initiative is the office of
tives that are triggered in the event of a eciprate Deputy Assistant Secretary of Defense for Installa-ta keover, tions Robert Stone.

Although the DoD regulation governing the allow,
ability of contract costs does not specifically mention CosteHo Assigns Five point Agenda to Deputies
" golden parachutes," 11 does require that all costs Separately,: Assistant Secretary of Defense for Ac.
charged to Government contracts be " reasonable." A quisition and Logistics Rotart costello has assigned
" reasonable cost" does not exceed that which would be his five point agenda to five of his deputies. Costelloincurred by a prudent person in the conduct of com- had outlined an agenda last fall before he was con.
petitive business. Additionally, costs charged to firmed by the Senate (46 FCR 1001).
Government contracts must bear a causal or bene 6 Little Information is available on the impimentafionclal relationship to the work performed on such con- of the five initiatives, since the assignments were
tracts. The DoD position holds that the costs of " gold- made only recently,
en parachutes" are not reasonable nor do they benefit The Costello assignments are as follows:
government work. Accordingly, they are unallowable . Improving relations with industry-Deputy Assis-and should be questioned on Government contracts. tant Secretary of Defense for Procurement Eleanor

The Defense Logistics Agency issued polley guld- Spector. To this end, Spector plans to hold meetings Aance on " golden parachutes" in early 1983 as did the with industry representatives on a regular basis. Also, yAir Force. The Defense Contract Audit Agency the DAR Council will conduct rnectings with industry
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