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88thth JulyJuly 20102010 

TheThe CostCost AccountingAccounting StandardsStandards BoardBoard 

OfficeOffice ofof FederalFederal ProcurementProcurement PolicyPolicy 

725725 1717thth SI.SI. NWNW -- RoomRoom 90139013 

Washington,Washington, D.C.D.C. 2050320503 

Attn:Attn: Mr.Mr. RaymondRaymond J.J. M.M. WongWong 

Subject:Subject: CASCAS PensionPension HarmonizationHarmonization NPRMNPRM 

Reference:Reference: CostCost AccountingAccounting Standards:Standards: HarmonizationHarmonization ofof CostCost AccountingAccounting StandardsStandards 412412 andand 
413413 WithWith thethe PensionPension ProtectionProtection ActAct ofof 2006;2006; ProposedProposed Rule;Rule; PublishedPublished inin thethe FederalFederal RegisterRegister 
1010thth MayMay 20102010 

MyMy namename isis BillBill RomeniusRomenius andand II appreciateappreciate thethe opportunityopportunity toto provideprovide commentscomments toto thethe CostCost 
AccountingAccounting StandardsStandards BoardBoard ("CASB")("CASB") NoticeNotice ofof ProposedProposed RulemakingRulemaking ("NPRM")("NPRM") onon thethe PensionPension 

Oth PleasePlease bebeHarmonizationHarmonization thatthat waswas publishedpublished inin thethe FederalFederal RegisterRegister onon thethe 110'" ofof MayMay 2010.2010. 
advisedadvised thatthat thethe followingfollowing commentscomments areare providedprovided asas aa privateprivate citizencitizen andand dodo notnot representrepresent thethe 
positionposition ofof mymy employer.employer. II offeroffer mymy viewsviews fromfrom thethe perspectiveperspective ofof mymy manymany yearsyears ofof workingworking CASCAS 
issuesissues onon anan almostalmost dailydaily basbasiis;s; bebe itit withwith IndustryIndustry oror withwith thethe USUS Government,Government, includingincluding mymy timetime 
onon thethe CASBCASB fromfrom 19991999 thruthru 2000.2000. 

TheThe CASBCASB inin itsits prefatoryprefatory commentscomments andand responsesresponses toto commentscomments fromfrom thethe AdvancedAdvanced NoticeNotice ofof 
(ANPRM) termlgoingProposedProposed RulemakingRulemaking (ANPRM) stressedstressed thethe benefitsbenefits ofof thethe utilizationutilization ofof longlong term/going 

concernconcern assumptionsassumptions inin computingcomputing pensionpension costscosts forfor governmentgovernment contractingcontracting purposes.purposes. TheThe 
CASBCASB emphasizedemphasized thethe needneed toto putput intointo placeplace aa methodologymethodology thatthat wouldwould allowallow forfor anan accurateaccurate andand 
predictablepredictable pensionpension costscosts forfor pricingpricing purposes.purposes. 

TheThe CASBCASB identifiedidentified inin thethe NPRMNPRM itsits fivefive HarmonizationHarmonization GoalsGoals as:as: 

•• MinimalMinimal ChangesChanges toto CASCAS 412412 andand CASCAS 413413 
•• NoNo directdirect adoptionadoption ofof EmployeeEmployee RetirementRetirement IncomeIncome SecuritySecurity ActAct (ERISA)(ERISA) 
•• PreservePreserve matchingmatching ofof costscosts withwith causalcausal beneficialbeneficial activitiesactivities overover thethe longlong termterm 
•• MitigateMitigate volatilityvolatility andand enhanceenhance predictabilitypredictability 
•• MakeMake "user"user friendly"friendly" changeschanges -- avoidavoid complexitycomplexity toto thethe degreedegree possiblepossible 

TheThe thrustthrust ofof thethe NPRMNPRM isis thethe introductionintroduction ofof aa seriesseries ofof predictionprediction triggerstriggers atat CASCAS 412.50(b)(7)412.50(b)(7) 
("(b)(7)").("(b)(7)"). TheThe NPRMNPRM (b)(7)(b)(7) approachapproach isis justjust unworkableunworkable atat thethe fieldfield level.level. TheseThese triggerstriggers causecause 

pricing issoso manymany twiststwists andand turnsturns inin eacheach yearyear ofof pricing therethere is littlelittle ifif anyany chancechance thatthat thethe (b)(7)(b)(7) 
provisionsprovisions willwill resultresult inin predictablepredictable andand accurateaccurate pensionpension costs.costs. 

includingTheThe followingfollowing analysisanalysis highlightshighlights eacheach ofof thethe individualindividual predictions,predictions, including thethe (b)(7)(b)(7) tests,tests, thatthat 
thethe contractingcontracting partiesparties inin thethe fieldfield areare requiredrequired toto performperform toto bebe compliantcompliant withwith thethe NPRMNPRM 
provisions.provisions. ThisThis analysisanalysis demonstratesdemonstrates thethe extremelyextremely lowlow likelihoodlikelihood thatthat thethe NPRMNPRM willwill resultresult inin 
thethe accurateaccurate andand predictablepredictable pricingpricing ofof pensionpension costs.costs. 

PredictionPrediction #1#1 -- CASCAS requiresrequires thethe calculationcalculation ofof pensionpension expenseexpense byby takingtaking thethe sumsum ofof thethe normalnormal 
of ("Currentcostcost,, thethe amortizationamortization of thethe unfundedunfunded liability,liability, andand thethe amortizationamortization ofof thethe gains/lossesgains/losses ("Current 

CAS").CAS"). 

requiresPredictionPrediction #2#2 -- (b)(7)(b)(7) requires thethe comparisoncomparison ofof thethe CurrentCurrent CASCAS toto thethe ERISAERISA MinimumMinimum 
("EMF") CAS.FundingFunding ("EMF") levellevel andand determiningdetermining ifif thethe EMFEMF isis greatergreater thanthan thethe CurrentCurrent CAS. PredictionPrediction #2#2 

time,isis thethe firstfirst time, wherewhere wewe areare comparingcomparing thethe EMFEMF shortshort term/pensionterm/pension terminationtermination assumptions,assumptions, 

PagePage 11 ooff 44 



06 Bill Romenius 
(07-08-10 20:54)

C.AS'swhichwhich byby theirtheir veryvery naturenature areare moremore volatilevolatile thanthan thethe CurrentCurrent CAS's longlong term/goingterm/going concernconcern 
assumptionsassumptions.. 

PredictionPrediction #3#3 -- IfIf thethe EMFEMF isis greatergreater thanthan thethe CurrentCurrent CASCAS -- (Prediction(Prediction #2),#2), thenthen wewe areare requiredrequired 
toto predictpredict whetherwhether thethe sumsum ofof thethe NormalNormal CostCost ("NC("NC"")) andand ActuarialActuarial LiabilityLiability ((""AL")AL") isis greatergreater thanthan 
thethe sumsum ofof thethe MinimumMinimum NormalNormal CostCost ("MNC")("MNC") andand MinimumMinimum ActuarialActuarial LiabilityLiability (MAL").(MAL"). WeWe 
continuecontinue thisthis comparisoncomparison ofof longlong term/goingterm/going concernconcern assumptionsassumptions withwith shortshort term/settlementterm/settlement 
assumptionsassumptions.. 

PredictionPrediction #4#4 -- IfIf thethe sumsum ofof thethe MALMAL ++ MNCMNC isis thethe greatergreater ofof thethe twotwo thenthen wewe areare requiredrequired toto 
predictpredict aa secondsecond pensionpension costcost asas thethe CASCAS pensionpension expenseexpense isis recomputedrecomputed usingusing thethe MNCMNC andand 
MALMAL asas thethe newnew ALAL andand NC,NC, ("Revised("Revised CAS).CAS). ThisThis isis aa crossovercrossover fromfrom thethe CASBCASB currentcurrent longlong 
term/goingterm/going concernconcern assumptionsassumptions toto thethe EMFEMF andand shortshort term/settlementterm/settlement assumptions.assumptions. 

PredictionPrediction #5#5 -- TheThe contractingcontracting partiesparties areare requiredrequired toto predictpredict whichwhich ofof thethe CurrentCurrent CASCAS oror 
expense.RevisedRevised CASCAS isis greater,greater, withwith thethe greatergreater ofof thethe twotwo becomingbecoming thethe CASCAS (b)(7)(b)(7) pensionpension expense. 

#7, ContractingContracting PartiesParties areare requiredrequired toto determinedetermine ifif thethe CASCAS (b)(7)(b)(7) pensionpensionPredictionsPredictions #6,#6, #7, && #8#8 -­
expenseexpense isis goinggoing toto bebe subjectsubject toto anyany ofof thethe threethree capscaps set-inset-in placeplace sincesince 19951995 atat CASCAS 
412.50(c)(2)412.50(c)(2) ((""(c)(2)")(c)(2)").. 

TheThe NNPRMPRM isis requiringrequiring contractingcontracting partiesparties toto makemake eighteight predictionspredictions beforebefore oneone year'syear's CASCAS 
pensionpension expenseexpense cancan bebe assignedassigned andand allocated.allocated. ForFor multi-yearmulti-year pricingpricing thethe contractingcontracting partiesparties 
mustmust makemake betweenbetween twenty-fourtwenty-four toto fortyforty predictionspredictions toto developdevelop thethe three-to-fivethree-to-five yearsyears forwardforward 
pricingpricing ofof pensionpension expense.expense. 

WithWith thethe introductionintroduction ofof (b)(7)(b)(7) wewe areare doublingdoubling thethe predictionspredictions requiredrequired inin CASCAS 412412 fromfrom fourfour toto 
eight.eight. PleasePlease notenote thatthat eacheach ofof thesethese predictionspredictions requiresrequires complexcomplex calculationscalculations basedbased uponupon 
currentcurrent periodperiod short-termshort-term assumptions,assumptions, andand alsoalso forecastsforecasts fromfrom three-to-fivethree-to-five yearsyears outout asas toto whatwhat 
thesethese shortshort termterm "spot"spot type"type" ratesrates willwill be.be. 

short,IInn short, wewe areare askingasking thethe contractingcontracting partiesparties inin thethe fieldfield toto predictpredict ifif thethe EMFEMF isis goinggoing toto bebe 
greatergreater thanthan thethe alreadyalready difficultdifficult toto predictpredict CurrentCurrent CAS;CAS; andand thenthen isis thethe sumsum ofof thethe MALMAL ++ MNCMNC 
greatergreater thanthan thethe ALAL ++ NC.NC. IfIf thethe MALMAL andand MMNNCC sumsum isis greater,greater, thenthen wewe areare requiredrequired toto computecompute 
andand predictpredict thethe RevisedRevised CASCAS pensionpension expense,expense, andand predictpredict whetherwhether itit willwill bebe lessless oror greatergreater thanthan 

Finally,thethe CurrentCurrent CASCAS.. Finally, thethe contractingcontracting partiesparties mustmust thenthen continuecontinue toto determinedetermine ifif anyany ofof thethe 
threethree (c)(2)(c)(2) teststests areare applicable.applicable. ThisThis isis justjust forfor oneone yearyear ofof aa multi-yearmulti-year forwardforward pricingpricing proposal.proposal. 
TheThe contractingcontracting partiesparties areare thenthen askedasked toto gogo throughthrough thethe samesame processprocess againagain forfor eacheach ofof thethe 
yearsyears coveredcovered inin thethe forwardforward pricingpricing proposal.proposal. 

ImagineImagine howhow fortunatefortunate thethe contractingcontracting partiesparties wouldwould bebe ifif theythey werewere ableable toto predictpredict accuratelyaccurately 
whichwhich ofof thethe (b)(7)(b)(7) andand (c)(2)(c)(2) ttriggersriggers werewere applicableapplicable inin anyoneanyone year,year, nevernever mindmind alsoalso tryingtrying toto 
predictpredict thethe currentcurrent periodperiod pensionpension costcost associatedassociated withwith thethe correctcorrect predictionprediction ofof thethe triggerstriggers andand 
doingdoing soso overover multiplemultiple years.years. 

TheThe moremore likelylikely scenarioscenario isis thatthat contractingcontracting partiesparties areare unableunable toto forecastforecast accuratelyaccurately and,and, forfor 
example,example, incorrectlyincorrectly useuse thethe RevisedRevised CASCAS inin pricingpricing insteadinstead ofof thethe CurrentCurrent CASCAS oror vice-versavice-versa oror 

limitations,cappingcapping thethe CASCAS (b)(7)(b)(7) withwith oneone ofof thethe (c)(2)(c)(2) limitations, etc.,etc., andand doingdoing soso forfor severalseveral yearsyears inin 
pricingthethe multi-yearmulti-year pricing foforrecast.ecast. ThisThis isis hardlyhardly creatingcreating aa non-volatilenon-volatile pricingpricing environment.environment. 

ThisThis (b)(7)(b)(7) approachapproach createscreates thethe opportunityopportunity forfor unpleasantunpleasant pensionpension surprisessurprises whenwhen actualsactuals hithit 
thethe booksbooks and/orand/or therethere areare significantsignificant changeschanges inin forecastsforecasts duedue toto anan inaccurateinaccurate prediction.prediction. 

predictionsMakingMaking severalseveral inaccurateinaccurate predictions cancan exacerbateexacerbate thethe situationsituation withwith aa cascadingcascading impactimpact onon 
forecastedforecasted pensionpension expenses.expenses. ThisThis isis notnot thethe correctcorrect wayway toto produceproduce predictablepredictable andand stablestable 

costs.pensionpension costs. 
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Furthermore,Furthermore, exceptexcept perhapsperhaps forfor objectiveobjective #2#2 ofof thethe aforementionedaforementioned HarmonizationHarmonization objectivesobjectives,, 
oneone couldcould makemake aa veryvery strongstrong casecase thatthat thethe NPRMNPRM waswas notnot onon targettarget withwith anyany ofof itsits 
HarmonizationHarmonization ObjectivesObjectives andand itsits desiredesire toto basebase thethe CASCAS onon longlong term/goingterm/going concernconcern 
assumptions.assumptions. DeterminingDetermining thethe applicabilityapplicability ofof thethe (b)(7)(b)(7) triggerstriggers andand theirtheir impactimpact thatthat couldcould thenthen 
requirerequire anotheranother CASCAS calculation,calculation, doesdoes not:not: meetmeet thethe minimalminimal changechange objectiveobjective,, preservepreserve 
matchingmatching costscosts withwith costcost objectivesobjectives onon aa causal/beneficialcausal/beneficial relationship,relationship, mitigatemitigate volatility,volatility, oror findfind 
itselfitself toto bebe useruser friendly.friendly. 

106(d)ItIt isis suggestedsuggested thatthat wewe step-backstep-back andand reviewreview thethe actualactual requirementsrequirements ofof SectionSection 106(d) ofof thethe 
PensionPension ProtectionProtection ofof 20062006 ("PPA("PPA"")) toto determinedetermine ifif therethere isis aa simplersimpler approachapproach toto addressaddress PPAPPA 
harmonizationharmonization.. 

ACCOUNTINGCOSTCOST ACCOUNTING STANDARDSSTANDARDS PENSIONPENSION HARMONIZATIONHARMONIZATION 
RURU LE.-LE.-TheThe CostCost AccountingAccounting StandardsStandards BoardBoard shallshall reviewreview andand reviserevise sectionssections 412412 andand 
413413 ofof thethe CostCost AccountingAccounting StandardsStandards (48(48 CFRCFR 9904.4129904.412 andand 9904.413)9904.413) toto harmonizeharmonize thethe 
minimumminimum requiredrequired contributioncontribution underunder thethe EmployeeEmployee RetirementRetirement IncomeIncome SecuritySecurity ActAct ofof 
19741974 ofof eligibleeligible governmentgovernment contractorcontractor plansplans andand governmentgovernment reimbursablereimbursable pensionpension planplan 
costscosts notnot laterlater thanthan JanuaryJanuary 1,1, 2010.2010. AnyAny finalfinal rulerule adoptedadopted byby thethe CostCost AccountingAccounting 
StandardsStandards BoardBoard shallshall bebe deemeddeemed thethe CostCost AccountingAccounting StandardsStandards PensionPension HarmonizationHarmonization 

Emp ed]Rule.Rule. [[Emphhasisasis AAdddded] 

PleasePlease notenote thethe differencedifference betweenbetween thethe aboveabove requirementrequirement andand thethe titletitle ofof thethe NPRMNPRM asas 
publishedpublished inin thethe FederalFederal Register,Register, i.e.,i.e., :: CostCost AccountingAccounting Standards:Standards: HarmonizationHarmonization ofof CostCost 

WithAccountingAccounting StandardsStandards 412412 andand 413413 With thethe PensionPension ProtectionProtection ActAct ofof 2006;2006; ProposedProposed RuleRule 
[[EmphasisEmphasis AddedAdded]] 

TheThe CASBCASB isis requiredrequired toto harmonizeharmonize thethe EMFEMF andand governmentgovernment reimbursablereimbursable pensionpension planplan costs,costs, 
withnotnot harmonizeharmonize CASCAS with thethe PPA.PPA. 

ItIt appearsappears thatthat thethe useuse ofof "with""with" insteadinstead ofof "and""and" hashas ledled thethe CASBCASB toto incorporateincorporate thethe EMEM FF intointo thethe 
basicbasic CASCAS structure,structure, principallyprincipally atat CASCAS 412412..5050 andand thethe plethoraplethora ofof illustrationsillustrations atat 412.60.412.60. 
HoweverHowever,, integrationintegration ofof thethe EMFEMF intointo thethe CASCAS isis notnot requiredrequired toto meetmeet thethe CASB'sCASB's PPAPPA SectionSection 
106(d)106(d) obligationobligation "(106(d)"(106(d) obligation)".obligation)". TheThe CASBCASB couldcould bebe perfectlyperfectly finefine inin meetingmeeting itsits 106(d)106(d) 
obligationobligation byby focusingfocusing itsits harmonizationharmonization efforteffort onon thethe impactimpact ofof thethe initialinitial adoptionadoption ofof thethe PPA.PPA. 

OnceOnce aa contractorcontractor hashas calculatedcalculated thethe "catch-up""catch-up" impactimpact,, thethe currentcurrent CASCAS provisionsprovisions wouldwould governgovern 
thethe treatmenttreatment ofof anyany subsequentsubsequent variancevariance betweenbetween forecastedforecasted andand actualactual assetasset andand liabilityliability 

lillie,performanceperformance.. TurningTurning thethe wordswords aroundaround aa little, subsequentsubsequent planplan performanceperformance resultsresults (after(after thethe 
impactimpact ofof thethe initialinitial adoptionadoption isis identified)identified) shouldshould notnot bebe treatedtreated differentlydifferently thanthan thatthat whichwhich thethe 
CASCAS currentlycurrently provides.provides. 

ByBy adoptingadopting thisthis position,position, thethe CASBCASB couldcould viewview thethe initialinitial adoptionadoption ofof thethe PPAPPA asas aa specialspecial eventevent 
andand affordafford itit thethe samesame typetype ofof treatmenttreatment thatthat itit diddid forfor thethe costscosts accountingaccounting treatmenttreatment ofof externalexternal 
restructuringrestructuring costscosts atat 406.61.406.61. 

Specifically,Specifically, thethe CASBCASB inin anan InterpretationInterpretation atat 412.61412.61 couldcould requirerequire contractorscontractors toto identifyidentify thethe 
impactimpact ofof thethe initialinitial adoptionadoption andand fundingfunding ofof thethe PPAPPA,, removeremove itit fromfrom allall otherother calculations,calculations, 
amortizeamortize itit (with(with aa timetime valuevalue ooff moneymoney factorfactor asas partpart ofof thethe amortization)amortization) overover aa fixedfixed periodperiod ofof 
yearsyears withinwithin aa 10-to-2010-to-20 yearyear corridor,corridor, andand includeinclude thethe annualannual amortizationamortization inin thethe CurrentCurrent CASCAS 

completed.numbernumber untiluntil thethe amortizationamortization hashas beenbeen completed. 

ByBy adoptingadopting suchsuch anan approachapproach,, thethe CASBCASB cancan eliminateeliminate thethe entireentire complexcomplex andand difficultdifficult (b)(7)(b)(7) 
predictionprediction triggertrigger tests,tests, andand havehave muchmuch moremore stable,stable, predictablepredictable,, accurateaccurate,, andand reimbursablereimbursable 
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costs. Itpensionpension planplan costs. It alsoalso willwill havehave aa muchmuch moremore transparenttransparent processprocess inin placeplace toto demonstratedemonstrate thethe 
preciseprecise stepssteps takentaken toto meetmeet thethe 106(d)106(d) obligation,obligation, asas wellwell as,as, ''thethe impact.impact. 

ContractingContracting partiesparties understandunderstand howhow toto gogo aboutabout assessingassessing thethe impactimpact ofof aa specific'specific' changechange andand 
thenthen creatingcreating anan amortizationamortization schedule.schedule. ItIt isis doubtfuldoubtful thatthat anyoneanyone understandsunderstands completelycompletely thethe 
""in'sin's andand out's"out's" ofof (b)(7)(b)(7) toto thethe extentextent requiredrequired toto produceproduce aa reliablereliable estimateestimate ofof pensionpension costscosts forfor 
multiplemultiple years.years. 

Accordingly,Accordingly, itit isis recommendedrecommended thatthat thethe CASBCASB considerconsider thatthat adoptionadoption ofof PPAPPA SectionSection 106106 (d)(d) cancan 
bebe accomplishedaccomplished byby addingadding InterpretationInterpretation 412.61.412.61. ThisThis InterpretationInterpretation callscalls forfor thethe impactimpact ofof thethe 
initialinitial adoptionadoption andand relatedrelated fundingfunding ofof thethe PPAPPA toto bebe segregatedsegregated andand amortizedamortized overover anan agreedagreed toto 
periodperiod ofof timetime withinwithin aa 10-to-2010-to-20 yearyear corridor.corridor. ForFor pricingpricing purposespurposes thethe partiesparties maymay agreeagree toto 
beginbegin suchsuch amortizationamortization upup toto twotwo yearsyears afterafter thethe effectiveeffective datedate ofof thisthis interpretation.interpretation. TheThe currentcurrent 

assigning,CASCAS wouldwould continuecontinue toto governgovern overover allall otherother aspectsaspects ofof measuring,measuring, assigning, andand allocatingallocating 
reimbursablereimbursable pensionpension planplan costs.costs. 

CASB,II wouldwould bebe pleasedpleased toto discussdiscuss thethe NPRMNPRM issuesissues withwith thethe CASB. 

Sincerely:Sincerely: 

WilliamWilliam RomeniusRomenius 
PrivatePrivate CitizenCitizen 

Ave.413413 ParkPark Ave. 
FallsFalls Church,Church, VAVA 2204622046 
703-538-4731703-538-4731 
williamromenius@yahoo.comwilliamromenius@yahoo.com 
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