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(6) Contributions by the contractor to
an employee organization, including
funds from vending machine receipts or
similar sources, may be included as
costs incurred under paragraph (b)(1) of
this section only to the extent that the
contractor demonstrates that an
equivalent amount of the costs incurred
by the employee organization would be
allowable if directly incurred by the
contractor.

3. Section 31.205–14 is revised to read
as follows:

31.205–14 Entertainment costs.
(a) This paragraph (a) applies to costs

incurred before the effective date of
implementation in FAR of sections 2101
and 2151 of the Federal Acquisition

Streamlining Act of 1994 (Pub. L. 103–
355). Costs of amusement, diversion,
social activities, and any directly
associated costs such as tickets to shows
or sports events, meals, lodging, rentals,
transportation, and gratuities are
unallowable (but see 31.205–1 and
31.205–13). Costs of membership in
social, dining, or country clubs or other
organizations having the same purposes
are also unallowable, regardless of
whether the cost is reported as taxable
income to the employees.

(b) This paragraph (b) implements
section 2192 of the Federal Acquisition
Streamlining Act of 1994 (Pub. L. 103–
355). It applies to costs incurred after
the effective date of implementation in

FAR of sections 2101 and 2151 of Pub.
L. 103–355. Costs of amusement,
diversion, social activities, and any
directly associated costs such as tickets
to shows or sports events, meals,
lodging, rentals, transportation, and
gratuities are unallowable. Costs made
specifically unallowable under this cost
principle are not allowable under any
other cost principle. Costs of
membership in social, dining, or
country clubs or other organizations
having the same purposes are also
unallowable, regardless of whether the
cost is reported as taxable income to the
employees.
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