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48 CFR Ch. 1 (10–1–10 Edition)

necessary to permit equitable distribution of costs on the basis of the benefits accruing to the several cost objectives.
(g) A base period for allocating indirect costs is the cost accounting period
during which such costs are incurred
and accumulated for allocation to work
performed in that period.
(1) For contracts subject to full or
modified CAS coverage, the contractor
shall follow the criteria and guidance
in 48 CFR 9904.406 for selecting the cost
accounting periods to be used in allocating indirect costs.
(2) For contracts other than those
subject to paragraph (g)(1) of this section, the base period for allocating indirect costs shall be the contractor’s
fiscal year used for financial reporting
purposes in accordance with generally
accepted accounting principles. The
fiscal year will normally be 12 months,
but a different period may be appropriate (e.g., when a change in fiscal
year occurs due to a business combination or other circumstances).
(h) Special care should be exercised
in applying the principles of paragraphs (c), (d), and (e) of this section
when Government-owned contractoroperated (GOCO) plants are involved.
The distribution of corporate, division
or branch office G&A expenses to such
plants operating with little or no dependence on corporate administrative
activities may require more precise
cost groupings, detailed accounts
screening, and carefully developed distribution bases.
(i) Indirect costs that meet the definition of ‘‘excessive pass-through
charge’’ in 52.215–23, are unallowable.
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[69 FR 17767, Apr. 5, 2004, as amended at 74
FR 52855, Oct. 14, 2009]

31.204 Application of principles and
procedures.
(a) Costs are allowable to the extent
they are reasonable, allocable, and determined to be allowable under 31.201,
31.202, 31.203, and 31.205. These criteria
apply to all of the selected items that
follow, even if particular guidance is
provided for certain items for emphasis
or clarity.
(b)(1) For the following subcontract
types, costs incurred as reimbursements or payments to a subcontractor

are allowable to the extent the reimbursements or payments are for costs
incurred by the subcontractor that are
consistent with this part:
(i) Cost-reimbursement.
(ii) Fixed-price incentive.
(iii) Price redeterminable (i.e., fixedprice contracts with prospective price
redetermination and fixed-ceiling-price
contracts with retroactive price redetermination).
(2) The requirements of paragraph
(b)(1) of this section apply to any tier
above the first firm-fixed-price subcontract or fixed-price subcontract
with economic price adjustment provisions.
(c) Costs incurred as payments under
firm-fixed-price subcontracts or fixedprice subcontracts with economic price
adjustment provisions or modifications
thereto, for which subcontract cost
analysis was performed are allowable if
the price was negotiated in accordance
with 31.102.
(d) Section 31.205 does not cover
every element of cost. Failure to include any item of cost does not imply
that it is either allowable or unallowable. The determination of allowability
shall be based on the principles and
standards in this subpart and the treatment of similar or related selected
items. When more than one subsection
in 31.205 is relevant to a contractor
cost, the cost shall be apportioned
among the applicable subsections, and
the determination of allowability of
each portion shall be based on the guidance contained in the applicable subsection. When a cost, to which more
than one subsection in 31.205 is relevant, cannot be apportioned, the determination of allowability shall be
based on the guidance contained in the
subsection that most specifically deals
with, or best captures the essential nature of, the cost at issue.
[48 FR 42301, Sept. 19, 1983, as amended at 53
FR 17858, May 18, 1988; 62 FR 51271, Sept. 30,
1997; 69 FR 34242, June 18, 2004]

31.205

Selected costs.

31.205–1 Public relations and advertising costs.
(a) Public relations means all functions and activities dedicated to—

644

VerDate Mar<15>2010

14:59 Dec 09, 2010

Jkt 220205

PO 00000

Frm 00654

Fmt 8010

Sfmt 8010

Y:\SGML\220205.XXX

220205

wwoods2 on DSK1DXX6B1PROD with CFR

Federal Acquisition Regulation

31.205–1

(1) Maintaining, protecting, and enhancing the image of a concern or its
products; or
(2) Maintaining or promoting reciprocal understanding and favorable relations with the public at large, or any
segment of the public. The term public
relations includes activities associated
with areas such as advertising, customer relations, etc.
(b) Advertising means the use of
media to promote the sale of products
or services and to accomplish the activities referred to in paragraph (d) of
this subsection, regardless of the medium employed, when the advertiser
has control over the form and content
of what will appear, the media in which
it will appear, and when it will appear.
Advertising media include but are not
limited to conventions, exhibits, free
goods, samples, magazines, newspapers,
trade papers, direct mail, dealer cards,
window displays, outdoor advertising,
radio, and television.
(c) Public relations and advertising
costs include the costs of media time
and space, purchased services performed by outside organizations, as
well as the applicable portion of salaries, travel, and fringe benefits of employees engaged in the functions and
activities identified in paragraphs (a)
and (b) of this subsection.
(d) The only allowable advertising
costs are those that are—
(1) Specifically required by contract,
or that arise from requirements of Government contracts, and that are exclusively for—
(i) Acquiring scarce items for contract performance; or
(ii) Disposing of scrap or surplus materials acquired for contract performance;
(2) Costs of activities to promote
sales of products normally sold to the
U.S. Government, including trade
shows, which contain a significant effort to promote exports from the
United States. Such costs are allowable, notwithstanding paragraphs (f)(1),
(f)(3), (f)(4)(ii), and (f)(5) of this subsection. However, such costs do not include the costs of memorabilia (e.g.,
models, gifts, and souvenirs), alcoholic
beverages, entertainment, and physical
facilities that are used primarily for

entertainment rather than product
promotion; or
(3) Allowable in accordance with
31.205–34.
(e) Allowable public relations costs
include the following:
(1) Costs specifically required by contract.
(2) Costs of—
(i) Responding to inquiries on company policies and activities;
(ii) Communicating with the public,
press, stockholders, creditors, and customers; and
(iii) Conducting general liaison with
news media and Government public relations officers, to the extent that such
activities are limited to communication and liaison necessary to keep the
public informed on matters of public
concern such as notice of contract
awards, plant closings or openings, employee layoffs or rehires, financial information, etc.
(3) Costs of participation in community service activities (e.g., blood bank
drives, charity drives, savings bond
drives, disaster assistance, etc.) (But
see paragraph (f)(8) of this section.)
(4) Costs of plant tours and open
houses (but see subparagraph (f)(5) of
this subsection).
(5) Costs of keel laying, ship launching, commissioning, and roll-out ceremonies, to the extent specifically provided for by contract.
(f) Unallowable public relations and
advertising costs include the following:
(1) All public relations and advertising costs, other than those specified
in paragraphs (d) and (e) of this subsection, whose primary purpose is to
promote the sale of products or services by stimulating interest in a product or product line (except for those
costs made allowable under 31.205–
38(b)(5)), or by disseminating messages
calling favorable attention to the contractor for purposes of enhancing the
company image to sell the company’s
products or services.
(2) All costs of trade shows and other
special events which do not contain a
significant effort to promote the export
sales of products normally sold to the
U.S. Government.
(3) Costs of sponsoring meetings, conventions, symposia, seminars, and
other special events when the principal
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31.205–2

48 CFR Ch. 1 (10–1–10 Edition)

purpose of the event is other than dissemination of technical information or
stimulation of production.
(4) Costs of ceremonies such as (i)
corporate celebrations and (ii) new
product announcements.
(5) Costs of promotional material,
motion pictures, videotapes, brochures,
handouts, magazines, and other media
that are designed to call favorable attention to the contractor and its activities.
(6) Costs of souvenirs, models, imprinted clothing, buttons, and other
mementos provided to customers or the
public.
(7) Costs of memberships in civic and
community organizations.
(8) Costs associated with the donation of excess food to nonprofit organizations in accordance with the Federal
Food Donation Act of 2008 (Pub. L. 110–
247)(see FAR subpart 26.4).
[51 FR 12298, Apr. 9, 1986, as amended at 53
FR 12130, Apr. 12, 1988; 53 FR 13274, Apr. 22,
1988; 54 FR 34755, Aug. 21, 1989; 56 FR 15153,
Apr. 15, 1991; 60 FR 42660, Aug. 16, 1995; 61 FR
67423, Dec. 20, 1996; 62 FR 12704, Mar. 17, 1997;
64 FR 10547, Mar. 4, 1999; 68 FR 43872, July 24,
2003; 74 FR 11831, Mar. 19, 2009]

31.205–2

[Reserved]

31.205–3

Bad debts.

Bad debts, including actual or estimated losses arising from uncollectible
accounts receivable due from customers and other claims, and any directly associated costs such as collection costs, and legal costs are unallowable.
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31.205–4

Bonding costs.

(a) Bonding costs arise when the Government requires assurance against financial loss to itself or others by reason of the act or default of the contractor. They arise also in instances
where the contractor requires similar
assurance. Included are such bonds as
bid, performance, payment, advance
payment, infringement, and fidelity
bonds.
(b) Costs of bonding required pursuant to the terms of the contract are allowable.
(c) Costs of bonding required by the
contractor in the general conduct of its
business are allowable to the extent

that such bonding is in accordance
with sound business practice and the
rates and premiums are reasonable
under the circumstances.
31.205–5

[Reserved]

31.205–6 Compensation
services.

for

(a) General. Compensation for personal services is allowable subject to
the following general criteria and additional requirements contained in other
parts of this cost principle:
(1) Compensation for personal services must be for work performed by the
employee in the current year and must
not represent a retroactive adjustment
of prior years’ salaries or wages (but
see paragraphs (g), (h), (j), (k), (m), and
(o) of this subsection).
(2) The total compensation for individual employees or job classes of employees must be reasonable for the
work performed; however, specific restrictions on individual compensation
elements apply when prescribed.
(3) The compensation must be based
upon and conform to the terms and
conditions of the contractor’s established compensation plan or practice
followed so consistently as to imply, in
effect, an agreement to make the payment.
(4) No presumption of allowability
will exist where the contractor introduces major revisions of existing compensation plans or new plans and the
contractor has not provided the cognizant ACO, either before implementation or within a reasonable period after
it, an opportunity to review the allowability of the changes.
(5) Costs that are unallowable under
other paragraphs of this Subpart 31.2
are not allowable under this subsection
31.205–6 solely on the basis that they
constitute compensation for personal
services.
(6)(i) Compensation costs for certain
individuals give rise to the need for
special consideration. Such individuals
include:
(A) Owners of closely held corporations, members of limited liability
companies, partners, sole proprietors,
or members of their immediate families; and
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