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Know Your Cost Regulations: The 
Public Relations And Advertising 

Costs Principle (FAR 31.205-1)

By Karen L. Manos

Although advertising and public relations 
costs are ordinary and necessary expenses 
for most businesses, the allowability of such 

costs has long been limited for Government contract 
purposes. Advertising and public relations costs 
are also a frequent target for Government audi-
tors. Indeed, the Defense Contract Audit Agency 
is largely responsible for adding public relations 
costs to the advertising cost principle. 

This article, the first in CP&A Report’s “Know 
Your Cost Regulations” series, focuses on the public 
relations and advertising costs principle, Federal Ac-
quisition Regulation 31.205-1 (see p. 2). The article, 
which has been adapted from a chapter in Govern-
ment Contract Costs & Pricing, outlines the cost 
principle’s coverage, describes its history, and con-
cludes with an analysis of the issues that often arise 
in connection with its operation.

Coverage

The public relations and advertising costs prin-
ciple makes unallowable most costs of advertising 
other than those related to contract performance or 
incurred to promote export sales of products normally 
sold to the Government. It also makes unallowable 
many types of public relations costs except those 
incurred to respond to inquiries, communicate with 
others and participate in community activities.

Reprinted from Government Contract Costs, Pricing & Accounting Report, with permission of Thomson 
Reuters. Further use without the permission of West is prohibited. For further information about this publica-
tion or to subscribe, call 1.800.344.5009 or visit www.west.thomson.com/store.

History

Although advertising is inarguably an ordinary 
and necessary cost of doing business, advertising 
costs have long been treated as unallowable unless 
specifically permitted by the cost principle, based on 
the theory that the Government derives no benefit 
from contractor advertising.1 The 1948 edition of the 
Armed Services Procurement Regulation listed adver-
tising as an example of both an allowable cost and an 
unallowable cost. Continuing the policy articulated in 
the so-called Green Book,2 ASPR 15-204, Examples 
of Items of Allowable Costs, included

(a) Advertising in trade and technical journals, 
provided such advertising does not offer specific 
products for sale but is placed for the purpose 
of offering financial support to journals which 
are valuable for the dissemination of technical 
information within the contractor’s industry 
(but see paragraph 205(a)).3

On the other hand, ASPR 15-205, Examples of 
Items of Unallowable Costs, included

(a) Advertising, except “help wanted” adver-
tising, and advertising in trade and technical 
journals (see paragraph 15-204(a) and (r)).4

As published in the 1959 rewrite of the ASPR 
cost principles, the cost principle again covered 
only advertising—not public relations—costs, 
and provided that only the following four types 
of advertising costs were allowable: (a) advertising 
in trade and technical journals for dissemination 
of technical information within the contractor’s 
industry; (b) help-wanted advertising, subject 
to the criteria of the recruitment cost principle;  
(c) participation in exhibits upon invitation of 
the Government for the purpose of disseminating 
technical information in the contractor’s industry, 
provided the exhibit did not offer specific products 
or services for sale; and (d) advertising for the exclu-
sive purpose of obtaining scarce materials, plants or 
equipment, or disposing of scrap or surplus materi-
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31.205-1 Public relations and advertising costs.
(a) “Public relations” means all functions and activities dedicated to—

(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 orga-
nizations, 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 activi-
ties 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.).
(4) Costs of plant tours and open houses (but see paragraph (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(c)), 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 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.
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als, in connection with the contract.5 Beginning in 
fiscal year 1962, the annual defense appropriation 
acts contained an even more restrictive prohibition 
against the payment of advertising costs:

No part of the funds appropriated herein shall 
be available for paying the costs of advertising 
by any defense contractor, except advertising 
for which payment is made from profits, and 
such advertising shall not be considered a part 
of any defense contract cost. The prohibition 
contained in this section shall not apply with 
respect to advertising conducted by any such 
contractor, in compliance with regulations 
which shall be promulgated by the Secretary of 
Defense, solely for (1) the recruitment by that 
contractor of personnel required for the perfor-
mance by the contractor of obligations arising 
under a defense contract, (2) the procurement 
of scarce items required by the contractor for 
the performance of a defense contract, or  
(3) the disposal of scrap or surplus materials 
acquired by the contractor in the performance 
of a defense contract.6

As a result, the cost principle was revised to limit 
allowable advertising costs to the three categories 
listed in the statute.

The expansion of the cost principle to include 
public relations costs was in response to a pair of 
Armed Services Board of Contract Appeals decisions 
rejecting DCAA’s long-standing contention that all 
public relations costs were “advertising” costs.7 In the 
first of the two cases, Aerojet-General, the ASBCA 
defined the term “advertising” as

characterized by the paid use of time or space 
to promote the sale of products either directly 
by stimulating interest in a product or product 
line, or indirectly by disseminating messages 
calling favorable attention to the advertiser for 
the purpose of enhancing its overall image to 
sell its products. In both instances, the adver-
tiser controls form and content of the message 
and selects the medium of presentation and 
its timing.8

By contrast, the board reasoned, “ ‘public rela-
tions’ to the extent that it involves disseminating 
information does not customarily involve purchased 
space or time and the person releasing the informa-
tion has no control over whether it will be used as 
prepared, changed, or where and when it will appear 
or whether it may be discarded.”9 Using that distinc-
tion, the board found allowable the costs incurred in 

operating Aerojet’s public communications depart-
ment, including costs associated with (1) printing 
and distributing the “Aerojet General Booster”—a 
monthly report on the company’s technological de-
velopments, progress on Government programs and 
personnel changes;10 (2) printing and distributing 
various company brochures, including the “Aerojet 
Company Profile” and “Aerojet Good Citizenship 
Campaign,” reprints of a commencement address 
given by the corporate president, and photographs 
and fact sheets for news releases;11 (3) conducting 
liaison activities with the news media and Govern-
ment public affairs offices;12 (4) participating in a 
city job fair;13 and (5) manning a press booth at an 
annual meeting of the American Ordnance Associa-
tion.14 Because none of these activities was intended 
to sell company products either directly or indirectly, 
the board held that they were neither “ ‘advertising’ 
as that term is used in the recurring provision of 
the Defense Department Appropriation Acts” nor “ 
‘costs of advertising media and corollary administra-
tive costs’ within the meaning of ASPR 15-205.1”15

In the second decision, The Boeing Co., the board 
considered the allowability of costs incurred in con-
nection with Boeing’s 50th anniversary celebration 
in 1966.16 The board concluded that many of the 
costs—including printing and postage expenses for a 
city-sponsored anniversary banquet, chartering a plane 
for dignitaries who would otherwise have been pre-
vented from attending the banquet because of a strike 
by all of the nation’s major airlines, making a motion 
picture about the company’s history and paying to 
have it aired on television, and refurbishing a museum 
display—were allowable public relations costs.17 Curi-
ously, given its rationale in Aerojet-General, the board 
held that the costs of shipping a travel model display 
and distributing historical posters 

fall squarely within our definition of advertis-
ing, as an activity, including exhibition, to 
promote the sale of products either directly 
by stimulating interest in a product or product 
line, or indirectly by disseminating messages 
calling favorable attention to the advertiser for 
the purpose of enhancing its overall image to 
sell the products.18

More disappointing to aviation enthusiasts, the 
board also held that the costs of constructing a rep-
lica of Boeing’s first plane and flying it along the East 

¶ 27
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Coast were by nature unreasonable and therefore 
unallowable.19

Initially unsuccessful in getting the Defense Ac-
quisition Regulations Council to revise the cost prin-
ciple to include public relations costs, DCAA pub-
lished guidance in its Defense Contract Audit Manual 
urging auditors to challenge public relations costs on 
the basis of reasonableness.20 DCAA also took its case 
to Congress.21 The Chairman of the House Legislative 
and National Security Subcommittee on Government 
Operations opened a July 25, 1984 hearing on public 
relations costs by stating,

Today we examine yet another issue involving 
[the Department of Defense’s] management, 
and we ought to put that in quotes, of public 
funds—the practice of DOD paying defense 
contractors’ public relations expenses, that is, 
expenses incurred to enhance the contractor’s 
public image. 

We will hear testimony on recent studies which 
indicate that a loophole exists in contract cost 
principles which results in reimbursement to 
many contractors for such items as exhibits, 
ceremonies, promotional materials, and gifts.

Each year the auditors of the Defense Contract 
Audit Agency—within the Defense Depart-
ment itself, their own Defense Contract Audit 
Agency—question over a half billion dollars 
claimed by contractors as public relations 
expenses. However, many of the questioned 
costs are subsequently allowed by contracting 
officers and ultimately paid by the Department 
of Defense with taxpayers’ dollars.22

DCAA’s Assistant Director, Policy and Plans, testi-
fied that public relations costs comprised many costs 
that were easily misclassified and lacked overall control 
because there was no generally accepted definition of 
what constitutes public relations costs, nor a require-
ment to identify those costs separately.23 Moreover, he 
testified, the questioned costs may not be sustained by 
the CO or board of contract appeals even if DCAA 
tried to exert some cost control.24 

Consistently, a General Accounting Office of-
ficial testified that many of the cost principles were 
ambiguous, and there was often a divergence of views 
on what were allowable costs.25 He further testified 
that in negotiating indirect rate agreements, DOD 
COs generally did not segregate out individual items 
of questioned cost, but rather settled on a bottom-

line basis with the outcome being “a 50-50 split or 
somewhere thereabouts.”26 

The following year’s defense authorization act 
contained a provision requiring DOD to disallow any 
costs included in an indirect cost rate proposal that 
violated a FAR or Defense FAR Supplement cost prin-
ciple, and to assess a penalty (a) equal to the amount 
of the disallowed cost if the cost was found unallow-
able by clear and convincing evidence and (b) equal 
to twice the amount of the disallowed cost if the cost 
had previously been determined to be unallowable.27 
The act also required that defense contract auditors be 
present at the negotiations of indirect cost rates, and 
that the settlements itemize the individual questioned 
costs that were to be paid.28 

In addition, the act directed the Defense Secretary 
to prescribe regulations making 10 categories of costs 
unallowable and clarifying the cost principles applicable 
to 16 other categories.29 Included among the unal-
lowable costs were (1) “Costs of advertising designed 
to promote the contractor or its products,” and (2) 
“Costs of promotional items and memorabilia, includ-
ing models, gifts, and souvenirs.”30 Included among 
the categories of costs requiring clarification were air 
shows, community relations, selling and marketing, 
public relations, and advertising.31

Effective April 7, 1986, the cost principle was 
retitled “Public relations and advertising costs” and 
revised to restrict the allowability of public relations 
costs.32 Similar to the current cost principle, the April 
7, 1986 revision made expressly unallowable the costs of 
(a) air shows, conventions and exhibits; (b) sponsoring 
meetings and other events unless the principal purpose 
was the dissemination of technical information or 
stimulation of production; (c) ceremonies such as cor-
porate celebrations and new product announcements; 
(d) promotional material, motion pictures, brochures, 
handouts, magazines and other media designed to call 
favorable attention to the contractor and its activities; 
(e) souvenirs, models, imprinted clothing, buttons and 
other mementos; (f ) costs of memberships in civic and 
community organizations; and (g) all other public rela-
tions costs, except those expressly allowed by the cost 
principle, the primary purpose of which is to promote 
the sale of products or services by stimulating interest 
in a product or product line or by disseminating mes-
sages calling favorable attention to the contractor for 

¶ 27
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purposes of enhancing the company’s image to sell its 
products or services.33

Notwithstanding congressional criticism during 
the July 1984 hearing of “big boondoggles” to the 
Paris air show,34 the Supplemental Defense Appropria-
tions Act of 198735 and FY 1988 DOD Appropria-
tions Act36 both had provisions making allowable “rea-
sonable costs incurred to promote American aerospace 
exports at domestic and international exhibits.”37 The 
FY 1989 Defense Authorization Act expanded this 
provision to make allowable costs incurred in promot-
ing the export of all U.S. defense industry products, 
including exhibiting or demonstrating products.38 
Specifically, it revised 10 USCA § 2324(f ) to add the 
following new ¶ (5):

The regulations shall provide that costs to 
promote the export of the United States de-
fense industry, including costs of exhibiting 
or demonstrating products, shall be allowable 
to the extent that such costs—

(A) are allocable, reasonable, and not otherwise 
unallowable;

(B) with respect to the activities of the busi-
ness segment to which such costs are being 
allocated, are determined by the Secretary of 
Defense to be likely to result in future cost 
advantages to the United States; and

(C) with respect to a business segment which 
allocates to Department of Defense contracts 
$2,500,000 or more of such costs in any fis-
cal year of such business segment, are not in 
excess of the amount equal to 110 percent of 
such costs incurred by such business segment 
in the previous year.39

Both FAR 31.205-1 and the selling cost principle 
at FAR 31.205-38 were amended effective May 15, 
1991, to implement this new provision.40 Among 
other things, the revision deleted ¶ 31.205-1(g), 
added the current ¶ (d)(2) to the list of allowable 
advertising costs, and revised ¶ (f )(2) of the list of 
unallowable public relations and advertising costs 
to limit its applicability to trade shows and other 
special events that are not a significant effort to 
promote the export of products normally sold to 
the Government.

As a result of the frequent statutory changes and 
temporarily overlapping coverage in the DFARS, de-

termining the allowability of air shows, special events, 
and trade shows intended to promote export sales has 
been somewhat problematic. The DCAM includes the 
table on p. 6 as a guide to its auditors.41

There were other relatively minor changes to the 
cost principle during the 1990s. Section 2101 of the 
Federal Acquisition Streamlining Act of 1994 added 
the costs of “conventions” to the list of costs to be 
clarified in the cost principles.42 Accordingly, effective 
Oct. 1, 1995, ¶ (f )(3) of the cost principle’s list of 
unallowable public relations and advertising costs was 
amended to add the word “conventions.”43 

In response to recommendations from GAO and 
the Office of Management and Budget, ¶ (f )(5) of 
the same list was revised, effective Feb. 18, 1997, 
to remove the parenthetical “(but see 31.205-13(a), 
Employee morale, health, welfare, food service, and 
dormitory costs and credits; 31.205-21, Labor rela-
tions costs; 31.205-43, Trade, business, technical, and 
professional activity costs; and 31.205-44, Training 
and education costs).”44 Effective May 16, 1997, the 
selling cost principle at FAR 31.205-38 was revised 
to remove the ceiling on foreign selling costs, and  
¶ (d)(2) of FAR 31.205-1 was revised to remove the 
reference to the ceiling.45 Finally, ¶ (d) was revised 
for “streamlining purposes,” effective May 3, 1999, 
by replacing one of the allowability criteria for ad-
vertising costs, “Recruiting personnel required for 
performing contractual obligations, when considered 
in conjunction with all other recruitment costs (but 
see 31.205-34),” with “Allowable in accordance with 
31.205-34.”46

Analysis

The cost principle treats advertising costs and 
public relations costs differently. Paragraph (d) of the 
cost principle contains an exclusive list of allowable 
advertising costs. Consequently, all advertising costs 
not specified in ¶ (d) are unallowable.47 

For example, Rough Rock Demonstration School 
Board, which involved an analogous cost principle ap-
plicable to Indian Self-Determination and Education 
Assistance Act contracts, disallowed costs originally 
recorded under the heading “personnel department” 
and later changed to “advertising” because the materials 
(a color brochure and video tape) had a dual purpose 

¶ 27
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of recruiting teachers and attracting students, and the 
contract permitted advertising only for the recruitment 
of personnel required for the contract.48 The board ex-
pressed sympathy “with the difficulties that must have 
been involved in attempting to operate a school, recruit 
new teachers and new students, correct past deficien-
cies, and upgrade and stabilize a curriculum, following 
a performance evaluation that urged a closing of the 
secondary school altogether,” and acknowledged that 
“[i]t cannot be easy to go back and re-read a [Bureau of 
Indian Affairs] contract and its incorporated references 
in connection with each and every action the school 

board contemplated during the course of the school 
year.” However, the board stated, “that is what a Gov-
ernment contractor—not just a BIA contractor, but any 
Government contractor—is required to do. The appel-
lant in this case can be no exception. Consequently, we 
cannot grant it the equitable relief it so obviously seeks.”

By contrast, the listing of allowable public rela-
tions costs in ¶ (e) is illustrative rather than exclusive. 
Therefore, costs of other, similar activities are allow-
able, provided the costs meet the general tests of al-
lowability and are not prohibited by ¶ (f ). 

¶ 27

Contract Dates DOD Contracts All Other Government 
Contracts

5/16/97 – Current (1) (1)

5/15/91 – 5/15/97 (2) (2)

4/12/88 – 5/15/91

Costs incurred on or after the start of the contractor’s 1st fiscal year begin-
ning on or after 12/15/88. (3) (4)

Costs incurred prior to the start of the contractor’s 1st fiscal year beginning 
on or after 12/15/88. (4) (4)

Prior to 4/12/88 (5) (6)

(1) Costs of “significant” effort to promote export sale of product normally sold to the U.S. government are allowable. This 
includes air shows, trade shows, and special events.
(2) Costs of “significant effort” to promote export sale of products to the U.S. government are allowable subject to a ceiling. 
This includes air shows, trade shows, and special events.
(3) (a) for DoD contracts open as of 5/15/91, (2) is retroactively applied to fiscal years beginning on or after 12/15/88.  
(b) For DoD contracts open as of 12/15/88 but closed prior to 5/15/91, costs of “significant effort” to promote export sales 
of U.S. defense industry products were allowable subject to a ceiling. DoD contracts have specific coverage in the DFARS 
that is applied in place of the FAR coverage. The FAR coverage remained applicable to non-DoD contracts as discussed in 
(4) below. For these DoD contracts, DFARS 231.205-1 and 231.205-38 provided that the costs of activities which contain 
“significant efforts” to promote exports of U.S. defense industry products are allowable. 

* * * *
(4) The following costs to promote American aerospace exports at domestic and international exhibits, such as air shows, 
trade shows, and conventions, were allowable provided they were reasonable:

•  Transportation of the aircraft;
•  Aerospace parts and equipment;
•  Other associated support cost.

* * * *
(5) For DoD contracts awarded prior to April 12, 1988 and completed before the start of the contractor’s first fiscal year 
beginning on or after December 15, 1988, air shows, trade shows, and conventions were generally unallowable. However, 
for DoD contracts awarded prior to April 12, 1988 and still in progress on or after the start of the contractor’s first fiscal 
year beginning on or after December 15, 1988, air shows, trade shows, and convention costs are generally allowable as 
described in (2) and (3).

* * * *
(6) For contracts with the U.S. government other than with DoD awarded prior to April 12, 1988 and completed prior 
to May 15, 1991, air shows, trade shows, and conventions were generally unallowable. However, for non-DoD contracts 
awarded prior to April 12, 1988 and still in progress on or after May 15, 1991, air shows, trade shows, and convention costs 
are generally allowable as described in (2) if incurred on or after May 15, 1991.

* * * *
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The unallowability rules in ¶ (f ) focus on both 
the purpose and form of the activity. Public rela-
tions and advertising costs, other than those listed in  
¶¶ (d) and (c) of the cost principle, are unallowable 
if their primary purpose is to promote the sale of 
company’s products or services by either stimulating 
interest in a product or product line, or disseminating 
messages for the purpose of enhancing the company 
image. And regardless of the purpose, the costs of sou-
venirs, models, imprinted clothing, buttons and other 
mementos provided to customers or the public are 
unallowable. Government auditors frequently ignore 
the qualifier “provided to customers or the public,” 
and question the costs of such items even if provided 
to the contractor’s employees. 

For both public relations and advertising, the 
term “costs” is defined broadly to include the costs 
of media time and space and services purchased 
from outside organizations, as well as the applicable 
portion of salaries, travel and fringe benefits of em-
ployees engaged in public relations or advertising 
activities. The DCAM has without any citation to 
authority expanded this list to include “an allocable 
share of supervision, space, utilities, and administra-
tive costs.”49 

Summary

Although there have been relatively few reported 
cases addressing the public relations and advertising 
costs principle, these costs are likely to remain an area 
of audit focus.
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Capital Reform Act of 2004, P.L. 108-271, § 8, 118 Stat. 811 
(Jan. 20, 2004).

26	Id. at 27.

27	Defense Procurement Improvement Act of 1985, P.L. 99-145, 
tit. IX, pt. A, § 911(a)(1), 99 Stat. 682 (Nov. 8, 1985), codified 
at 10 USCA § 2324.

28	Id.
29	Id.
30	Id.
31	Id.
32	51 Fed. Reg. 12296 (April 9, 1986).

33	Id.

34	Public Relations Hearing, supra at 26 (statement of Rep. Brooks).

35	Supplemental Appropriations Act of 1987, P.L. 100-71, tit. I,  
§ 4, chap. II, 101 Stat. 391, 398 (July 11, 1987).
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36	FY 1988 Department of Defense Appropriations Act, P.L. 100-
202, § 8062, 101 Stat. 1329-43, 1329–73 (Dec. 22, 1987).

37	These statutory provisions were implemented by interim rule 
effective April 12, 1988. 53 Fed. Reg. 12128 (April 12, 1988), as 
corrected by 53 Fed. Reg. 13274 (April 22, 1988). The interim 
rule moved the existing ¶ (g) to (h) and added a new ¶ (g) to 
the cost principle as follows:

(g) Notwithstanding the provisions of paragraph (d) and 
subparagraph (f)(2) of this subsection, reasonable costs 
incurred to promote American aerospace exports at domestic 
and international exhibits, such as air shows, trade shows, 
and conventions, are allowable. Such reasonable costs 
include transportation of the aircraft, aerospace parts and 
equipment, and other associated support cost. However, 
such allowable costs shall not include the cost of entertain-
ment, hospitality suites or chalets, advertising media other 
than exhibits, and other costs not necessary to establish, 
operate, or maintain an exhibit, display, or demonstration 
so long as Section 8062 of Pub. L. 100-202, or a similar 
provision in a subsequent act, is in effect.

(h)  Costs made specifically unallowable under this subsection 
31.205-1 are not made allowable under subsections of Subpart 
31.2 such as 31.205-13, Employee morale, health, welfare, 
food service, and dormitory costs and credits; 31.205-22, 
Legislative lobbying costs; 31.205-34, Recruitment costs; 
31.205-39, Selling costs; 31.205-43, Trade, business, techni-
cal, and professional activity costs; or 31.205-44, Training 
and education costs. Conversely, costs that are specifically 
unallowable under these and other subsections of Subpart 
31.2 are not made allowable under this subsection.

	 FAR 31.205-1(g), (h) (1988). Paragraph (h) was subsequently 
eliminated, effective Sept. 20, 1989. 54 Fed. Reg. 34755 (Aug. 
21, 1989). 

38	FY 1989 National Defense Authorization Act, P.L. 100-456,  
§ 826, 102 Stat. 1918 (Sept. 9, 1989).

39	Id. at § 826(a).
40	56 Fed. Reg. 15142 (April 15, 1991).
41	DCAM ¶ 7-1202.2g (April 8, 2011).
42	FASA, P.L. 103-355, 108 Stat. 3273 (1994).

43	60 Fed. Reg. 42659 (Aug. 16, 1995).

44	61 Fed. Reg. 67422 (Dec. 20, 1996). The drafters’ comments 
accompanying publication of the rule noted that GAO’s Nov. 20, 
1992 report, Contract Pricing: Unallowable Costs Charged to 
Defense Contracts, recommended that the cost principles at 
FAR 31.205-1, 31.205-13 and 31.205-14 be revised to eliminate 
confusion as to which cost principle was controlling, and that a 
December 1992 “OMB SWAT” summary report on civilian agency 
contracting practices also recommended these cost principles 
be made more explicit.

45	62 Fed. Reg. 12703 (March 17, 1997).
46	64 Fed. Reg. 10547 (March 4, 1999).
47	See Starks Contracting Co., Inc., VABCA 1339, 79-2 BCA 

¶ 14018 (upholding Government’s disallowance of advertising 
costs because “Appellant offered no evidence to show, nor 
did it assert, that its advertising costs fell into one or more 
of the allowable categories under the [Federal Procurement 
Regulation]”); c.f., also Garrett Corp., ASBCA 13024, 69-2 BCA 
¶ 7797 (noting that “some selling costs present severe questions 
regarding their legality and allowability under ASPR 15–205.1 
(‘Advertising Costs’), 15–205.8 (‘Contributions and Donations’) 
and 15–205.11 (‘Entertainment Costs’)”).

48	Rough Rock Demonstration School Bd., IBCA 2373, 88-3 BCA 
¶ 21013.

49	DCAM ¶ 7-1202c(2)(ii).
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