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Contract Audit Agency (DCAA) use the DCAA’s 
Contract Audit Manual as guidance when 
determining allowable selling and marketing 
expenses. The manual goes far beyond just 
restating the FAR clauses by recommending 
auditors use extensive evaluation and collection 
of data to ferret out suspected misclassification 
of costs. Much is left to the opinion and 
judgment of the auditor as to whether marketing 
activities yield a “recognizable benefit” to the 
government.  

This guidance, in our opinion, perpetuates 
the stance of many auditors that marketing 
costs are soft targets and the contractor is guilty 
until proven innocent. Government contractor 
should therefore be aware they are not 
obligated to abide by every statement made in 
the DCAA manual.  

As an example, using the guidance in the 
DCAA manual, it appears easy for an auditor to 
declare costs unallowable for producing a 
company newsletter or website.   
 
Defense against questioned costs 

SBIR contractors have an added 
advantage defending against DCAA allegations 
of unallowable sales and marketing costs. The 
SBIR program strongly emphasizes its 
commercialization Phase III component in 
legislation, in SBIR solicitations, and among 
SBIR government sponsors. That makes it easy 
to argue that performing sales and marketing 
activities to promote a contractor’s SBIR 
commercialization efforts is in the best long 
term interest of the government, since this is 
already the SBIR goal. If pressed further by an 
auditor, you can argue that commercializing 
products developed under SBIR programs 
results in price reductions. This benefits the 
government when they shop for these same 
items. 

 
Review marketing and sales plan 

Small businesses with government grants 
and contracts can review the FAR addressing 
selling, public relations, and marketing costs. 
Any marketing or sales plan should maximize 
recovery of costs and minimize the risks that 
costs would be deemed unallowable by the 
most aggressive government auditor. Contact 
Tech BizSolutions at 303-443-4440 for 
additional advice on sales and marketing costs.  
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