CAS 410 Knowledge Check Details
Topic Summary Exercise 2

This is a continuation of the preceding question. During the fiscal year, its first year of operation, Smith Corporation incurred the following indirect costs for the Computer Services Segment (CSS) of the company.
	Function
	Cost

	General Segment Operational
	$5,000,000

	Payroll and Human Resources
	$700,000

	Segment Office Facility Costs
	$900,000

	Subcontract Administration Costs
	$5,000

	Office of the CSS President
	$300,000

	Office of the CSS Vice President
	$200,000


CSS had total costs of $100,000,000 during the fiscal year. These costs were incurred on 360 contracts. All but one of the contracts fell within a range of 55-65% labor costs, 35-40% material costs, and 0-5% subcontract costs. Contract PQR, which had total costs of $5,000,000, consists of 5% labor costs, 5% material costs, and 90% subcontract costs. The subcontract costs on Contract PQR involve a pass-through, i.e., there is minimal work done by the contractor to process the subcontract effort. 
The preceding question confirmed that the total cost input (TCI) base will result in equitable allocations of the CSS Segment’s general and administrative (G&A) expenses. The contractor has also requested a special allocation for Contract PQR.
