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(d) Representative investment is the 
calculated amount considered invested 
by the contractor during the cost ac-
counting period to construct, fabricate, 
or develop the asset. 

230.7101 Calculations. 

230.7101–1 Cost of money. 

(a) The interest rate in 230.7100(c)(1) 
is established semi-annually and is 
published in the FEDERAL REGISTER 
during the fourth week of December 
and June. 

(b) To calculate the time-weighted 
average interest rate— 

(1) Multiply the various rates in ef-
fect during the months of construction 
by the number of months each rate was 
in effect; and 

(2) Divide the sum of the products by 
the total number of months in which 
the rates were experienced. 

230.7101–2 Representative investment. 

(a) The calculation of the representa-
tive investment requires consideration 
of the rate or expenditure pattern of 
the costs to construct, fabricate, or de-
velop a capital asset. 

(b) If a majority of the costs were in-
curred toward the beginning, middle, 
or end of the cost accounting period, 
the contractor shall either— 

(1) Determine a representative in-
vestment amount for the cost account-
ing period by calculating the average 
of the month-end balances for that cost 
accounting period; or 

(2) Treat month-end balances as indi-
vidual representative investment 
amounts. 

(c) If the costs were incurred in a 
fairly uniform expenditure pattern 
throughout the construction, fabrica-
tion, or development period, the con-
tractor may— 

(1) Determine a representative in-
vestment amount for the cost account-
ing period by averaging the beginning 
and ending balances of the construc-
tion, fabrication, or development cost 
account for the cost accounting period; 
or 

(2) Treat month-end balances as indi-
vidual representative investment 
amounts. 

230.7102 Determining imputed cost of 
money. 

(a) Determine the imputed cost of 
money for an asset under construction, 
fabrication, or development by apply-
ing a cost of money rate (see 230.7101–1) 
to the representative investment 
amount (see 230.7101–2). 

(1) When a representative investment 
amount is determined for a cost ac-
counting period in accordance with 
230.7101–2(b)(1) or 230.7101–2(c)(1), the 
cost of money will be the time-weight-
ed average rate. 

(2) When a monthly representative 
investment amount is used in accord-
ance with 230.7101–2(b)(2) or 230.7101– 
2(c)(2), the cost of money will be the in-
terest rate in effect each month. 
(Under this method, the cost of money 
is determined monthly and the total 
for the cost accounting period is the 
sum of the monthly amounts.) 

(b) The imputed cost of money will be 
capitalized only once in any cost ac-
counting period, either at the end of 
the period or at the end of the con-
struction, fabrication, or development 
period, whichever comes first. 

(c) When the construction of an asset 
takes more than one cost accounting 
period, the cost of money capitalized 
for the first cost accounting period will 
be included in determining the rep-
resentative investment amount for any 
future cost accounting periods. 

230.7103 Preaward capital employed 
application. 

An offset to the profit objectives as 
set forth in FAR 15.404–4 is not required 
for CAS 417 cost of money. 

[56 FR 36406, July 31, 1991, as amended at 63 
FR 55052, Oct. 14, 1998] 
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