CAS 403 Knowledge Check Details
Topic Summary Exercise 2

Wright Manufacturing Corporation’s residual home office expenses for the preceding fiscal year exceeded the Cost Accounting Standard (CAS) 403 threshold; therefore, they need to use the three-factor formula to allocate residual expenses to each segment.
The following table shows the dollar amounts for each segment for the three factors. The next step is to convert these dollar amounts to percentages.
	Three Factors
	Segment A Comm. Aircraft in OH
	Segment B Military Aircraft in GA
	Segment C Missile Division in CA
	Total

	Payroll
	$3,000,000
	$4,000,000
	$3,000,000
	$10,000,000

	Operating Revenue
	$20,000,000
	$20,000,000
	$10,000,000
	$50,000,000

	Net Book Value (Property)
	$20,000,000
	$40,000,000
	$40,000,000
	$100,000,000



