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Pursuant to 9904.412–50(a)(2), the con-
tractor separately identifies, and 
eliminates from future pension costs, 
the $18,000 ($24,000¥$6,000) of unfunded 
assigned cost for Segment B. 

(25) Contractor U has a qualified de-
fined-benefit pension plan covering em-
ployees at two segments that perform 
work on contracts subject to this 
Standard. The ratio of the actuarial 
value of assets to actuarial accrued li-
abilities is significantly different be-
tween the two segments. Therefore, 
Contractor U is required to compute 
pension cost separately for each seg-
ment. The actuarial value of assets al-
located to Segment A exceeds the actu-
arial accrued liability by $50,000. Seg-
ment B has an unfunded actuarial li-
ability of $20,000. Thus, the pension 
plan as a whole has an actuarial sur-
plus of $30,000. Pension cost of $5,000 is 
computed for Segment B and is less 
than Segment B’s assignable cost limi-
tation of $9,000. The tax-deductible 
maximum is $0 for the plan as whole 
and, therefore, $0 for each segment. 
Contractor U will deem all existing 
amortization bases maintained for Seg-
ment A to be fully amortized in accord-
ance with 9904.412–50(c)(2)(ii). For Seg-
ment B, the amortization of existing 
portions of unfunded actuarial liability 
continues unabated. Furthermore, pur-
suant to 9904.412–50(c)(2)(iii), the con-
tractor establishes an additional amor-
tization base for Segment B for the as-
signable cost deficit of $5,000. 

(26) Assume the same facts as Illus-
tration 9904.413–60(c)(20), except that 
ERISA required Contractor R to cease 
benefit accruals. In this case, the seg-
ment closing adjustment is exempted 
by 9904.413–50(c)(12)(viii). If the written 
plan document provides that benefit 
accruals will automatically be retro-
actively reinstated when permitted by 
ERISA, then the pension cost measured 
pursuant to CAS 412 and this Standard 
for contract costing purposes may con-
tinue to recognize the benefit accruals, 
if the contractor has so elected. If 
there is evidence that the contractor 
might revoke the plan provision to re-
store the missed benefit accruals, then 
the contractor shall not make such 
election. Otherwise, the pension cost 
measured pursuant to CAS 412 and this 
Standard shall not recognize any ben-

efit accruals until, and unless, the plan 
is subsequently amended to reinstate 
the accruals. Furthermore, when the 
plan is amended, the change in the ac-
tuarial accrued liability shall be meas-
ured as an actuarial gain or loss, and 
amortized in accordance with 9904.412– 
50(a)(1)(v) and 9904.413–50(a)(2)(ii). 

[60 FR 16553, Mar. 30, 1995; 60 FR 20248, Apr. 
25, 1995, as amended at 61 FR 58011, Nov. 12, 
1996; 76 FR 81324, Dec. 27, 2011; 77 FR 43543, 
July 25, 2012] 

9904.413–61 Interpretation. [Reserved] 

9904.413–62 Exemption. 

None for this Standard. 

9904.413–63 Effective Date. 

(a) This Standard is effective as Feb-
ruary 27, 2012, hereafter known as the 
‘‘Effective Date’’, and is applicable for 
cost accounting periods after June 30, 
2012, hereafter known as the ‘‘Imple-
mentation Date.’’ 

(b) Following the award of a contract 
or subcontract subject to this Standard 
on or after the Effective Date, contrac-
tors shall follow this Standard, as 
amended, beginning with its next cost 
accounting period beginning after the 
later of the Implementation Date or 
the award date of a contract or sub-
contract to which this Standard is ap-
plicable. The first day of the cost ac-
counting period that this Standard, as 
amended, is first applicable to a con-
tractor or subcontractor is the ‘‘Appli-
cability Date of the CAS Pension Har-
monization Rule’’ for purposes of this 
Standard. Prior to the Applicability 
Date of the CAS Pension Harmoni-
zation Rule, contractors or subcontrac-
tors shall follow the Standard in 
9904.413 in effect prior to the Effective 
Date. 

(1) Following the award of a contract 
or subcontract subject to this Standard 
received on or after the Effective Date, 
contractors with contracts or sub-
contracts subject to this Standard that 
were received prior to the Effective 
Date shall continue to follow the 
Standard in 9904.413 in effect prior to 
the Effective Date. Beginning with the 
Applicability Date of the CAS Pension 
Harmonization Rule, such contractors 
shall follow this Standard, as amended, 
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for all contracts or subcontracts sub-
ject to this Standard. 

(2) Following the award of a contract 
or subcontract subject to this Standard 
received during the period beginning on 
or after the date published in the FED-
ERAL REGISTER and ending before the 
Effective Date, contractors shall follow 
the Standard in 9904.413 in effect prior 
to the Effective Date. If another con-
tract or subcontract, subject to this 
Standard, is received on or after the 
Effective Date, the provisions of 
9904.413–63(b)(1) shall apply. 

[60 FR 16557, Mar. 30, 1995, as amended at 76 
FR 81325, Dec. 27, 2011; 77 FR 43543, July 25, 
2012] 

9904.413–64 Transition method. 

(a) To be acceptable, any method of 
transition from compliance with 
Standard 9904.413 in effect prior to 
March 30, 1995, to compliance with 
Standard 9904.413 in effect as of March 
30, 1995, must follow the equitable prin-
ciple that costs, which have been pre-
viously provided for, shall not be re-
dundantly provided for under revised 
methods. Conversely, costs that have 
not previously been provided for must 
be provided for under the revised meth-
od. This transition subsection is not in-
tended to qualify for purposes of as-
signment or allocation, pension costs 
which have previously been disallowed 
for reasons other than ERISA funding 
limitations. 

(b) The sum of all portions of un-
funded actuarial liability identified 
pursuant to Standard 9904.413, effective 
March 30, 1995, including such portions 
of unfunded actuarial liability deter-
mined for transition purposes, is sub-
ject to the requirements for assign-
ment of 9904.412–40(c). 

(c) Furthermore, this Standard, effec-
tive March 30, 1995, clarifies, but is not 
intended to create, rights of the con-
tracting parties, and specifies tech-
niques for determining adjustments 
pursuant to 9904.413–50(c)(12). These 
rights and techniques should be used to 
resolve outstanding issues that will af-
fect pension costs of contracts subject 
to this Standard. 

(d) The method, or methods, em-
ployed to achieve an equitable transi-
tion shall be consistent with the provi-

sions of this Standard and shall be ap-
proved by the contracting officer. 

(e) All adjustments shall be prospec-
tive only. However, costs/prices of prior 
and existing contracts not subject to 
price adjustment may be considered in 
determining the appropriate transition 
method or adjustment amount for the 
computation of costs/prices of con-
tracts subject to this Standard. 

[60 FR 16557, Mar. 30, 1995] 

9904.413–64.1 Transition Method for 
the CAS Pension Harmonization 
Rule. 

The transition method for the CAS 
Pension Harmonization Rule under this 
Standard shall be in accordance with 
9904.412.64.1 Transition Method for CAS 
Pension Harmonization Rule. 

[76 FR 81325, Dec. 27, 2011] 

9904.414 Cost accounting standard— 
cost of money as an element of the 
cost of facilities capital. 

9904.414–10 [Reserved] 

9904.414–20 Purpose. 

The purpose of this Cost Accounting 
Standard is to establish criteria for the 
measurement and allocation of the cost 
of capital committed to facilities as an 
element of contract cost. Consistent 
application of these criteria will im-
prove cost measurement by providing 
for allocation of cost of contractor in-
vestment in facilities capital to nego-
tiated contracts. 

9904.414–30 Definitions. 

(a) The following are definitions of 
terms which are prominent in this 
Standard. Other terms defined else-
where in this part 99 shall have the 
meanings ascribed to them in those 
definitions unless paragraph (b) of this 
subsection, requires otherwise. 

(1) Business Unit means any segment 
of an organization, or an entire busi-
ness organization, which is not divided 
into segments. 

(2) Cost of capital committed to facilities 
means an imputed cost determined by 
applying a cost of money rate to facili-
ties capital. 

(3) Facilities capital means the net 
book value of tangible capital assets 
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