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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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