CAS 420 Knowledge Check Details
Exercise 1

A contractor has a home office with three segments that report to it. The Cost Accounting Standard (CAS) 403 threshold has not been met; therefore, it is this contractor’s practice to allocate residual home office expenses to the segments using a total cost input (TCI) base. The total cost input for each segment is shown in the following table.
TCI for Each Segment:
	Segment
	TCI Costs Per Segment 
	Total TCI for Contractor
	% of TCI

	Segment A
	$6,000,000
	$30,000,000
	

	Segment B
	$9,000,000
	$30,000,000
	

	Segment C
	$15,000,000
	$30,000,000
	

	Total
	$30,000,000
	
	



The contractor accumulated the following costs for bid and proposal (B&P) projects at the home office. None of these costs can be identified to any specific segment or segments.

Home Office B&P Costs:
	Project
	B&P Costs 

	Contract Proposal 1
	$50,000

	Contract Proposal 2
	$70,000

	Contract Proposal 3
	$100,000

	Contract Proposal 4
	$80,000

	Total
	$300,000


In order to calculate the amount of B&P cost to allocate to each segment, we need to calculate each segment’s percentage of TCI, first.  

