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Regulations

TITLE 7-AGltICULTUItE

Chapter Vill-War Food Administration
(Sugar Regulations)

PART 802-SUGAR DETERMINATIONS

1944 WAGE RATES FOR FLORIDA SUGARCANE

Determination of fair and reasonable
wage rates for persons employed In the
production and cultivation of sugarcane
in Florida during the calendar year 1944.

Pursuant to section 301 (b) of the
Sugar Act of 1937, as amended, and Ex-
ecutive Order No. 9322, issued March 26,
1943, as amended by Executive Order

No. 9334, Issued April 19, 1943, ,the fol-
lowing determination is hereby issued:

11 802.24p Fair and reasonable wage
rates for persons employed in the pro-
duction and cultivation of sugarcane in
Florida durina the calendar yqar 1944.
The requirements of section 301 (b) of
the Sugar Act of 1937, as amended, shall
be deemed to have been met with respect
to the production and cultivation of
sugarcane In Florida during the period
from January 1, 1944, to December 31,
1944, if all persons employed on the farm
during that period in the production and
cultivation of sugarcane shall have been
paid! in full for all such work and shall
have been ne'.d wages in cash therefor at
the rates a&;eed upon between the pro-
ducer and the laborer, but not less than
the following:

(a) On a time basis.
Cents

pcr hour
All work except as otherwise specified:

Adult Msles ----------.----------- 5W 0
Adult Females -------------------- 25.0

Trractor drivers ---------------------- 37,5
Children between 14 ai.,l I0 years

(Maximum employment per day Is
8 hours) ------------------------- 25.0

(b) On a piece rate basis. For all
classes of work performed on a piece rate
basis the earnings per hour shall be not
less than the applicable rate per hour
specified under (a) above; Provided, how-
ever. That minimum earnings per hour
shall not apply to prisoners of war but
they shall be paid at the same piece rate
as other laborers.

(c) Gnral provisions. (1) The pro-
ducer shall furnish to the laborer, with-
out charge, the customary perquisites,
such as a habitable house, a suitable gar-
den plot with facilities for its cultivation,
pasturage for livestock, medical atten-
tion, and similar incidentals.

(2) The producer shall not, through
any subterfuge or device whatsoever, re-
duce the wage rates to laborers below
those determined above.

(Sec. 301, 50 Stat. 909: 7 U.S.C. 1131;
E.O. 9322, 9334, 8 F.R. 3807. 5423)

Done at Washington, D. C., this 6th day
of June 1944.

AsugL2Y SELLERS,
Assistant War Food Administrator.

IF. R. Doc. 44-8129: Filed, June 8, 1944;
11:15 a. m.)

Chapter Xl--War Food Administration
(Distribution Office)

iWFO 13. Amdt, 21

PART 1401-DAIRY PRODUCTS

CREAM

War Food Order No. 13, as amended,
9 F.R. 4319 (formerly designated as Food
Distribution Order No. 13, as originally
issued by the Secretary of Agriculture on
February 2, 1943, 8 F.R. 1479, as amend-
ed, 8 F.R. 11835. is further amended to
read as follows:

1 1401.13 Restrictions with respect to
crearn--(a) Definitions. (1) "Person"
means any individual, partnership, asso-
ciation, business trust, corporation, or
any organized group of persons, whether
incorporated or not.

(2) "Handler" means any person who
engages in the business of transporting
or processing milk or cream, or of manu-
facturing any dairy product. Such term
shall not include persons who merely de-
liver milk or cream to consumers, insti-
tutional or otherwise.

(3) "Milk" means cow's milk.
(4) "Cream" means the class of food

which is the sweet, fatty liquid or semi-
liquid separated from milk, with or with-
out the addition thereto and the mixing

(Ountinued on next page)
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therewith of sweet milk or sweet skim
milk, Irrespective of whether it is pas-
teurIzcd or homogeni:ed, and which con-
tains not less than 18 percent of milk
fat. Such term shall; for tile purposes
of this order, include, but not be re-
stricted to. 11) light cream, coffee cream,
table eritin, whipping cream, heavy
cream, plastic cteam, sour cream, aerated
cream, and any other cream by whatever
name known; and (I) reconstituted
cream made from butter and one or more
ol the following ingredients: milk, skim
milk, evaporated milk. condensed milk.
cream. dried whole milk, dried skim milk.
dried cream, or water.

15) "Cream product" means cream to
which there has been added, or which
has been blended or compounded with, a
culture, stabilizer, or like agent or in-
gredient; or with sugar, salt, condiments,
spices, flavoring, or similar ingredients:
whether or not the resultant product is
pasteurized, homogenized, or sterilized.

(6 'Filled cream" means any milk.
cream, or skim milk, whether or not con-
dvnsed, evaporated, concentrated, pow-
dered, dried, or desiccated, to which there
has been added, or with which there has
been blended or compounded, any fat or
nil other than milk fat. so that the result-
ing product is an imitation of cream or
in semblance thereof, whether or not
such resulting product contains any
other ingredient.

17) 'Milk fat." sometimes known as
"butterfat," means the fat of milk; the
proportionate content of such milk fat
in milk or cream to be determined by tie
method prescribed in "Official and Ten-
tative Methods of Analysis of the Asso-
ciation of Official Agricultural Chemists,"
Fifth Edition, 1940. page 287, under "Fat,
Babcock Method-Official,"

,81 "Director" means the Director of
Distribution, War Food Administration.

19) "State" means any of the forty-
eight States of the United States, the Dis-
trict of Columbia. or any Territory or
IPossession of the United States.

Ib) Restrictions. 01 No person shall
sell or deliver, except to a handler, any
cream or cream product having a milk fat
content in excess of 19 percent: Provided.
That any person may sell or deliver

cream having a milk fat content not
exceeding by more than 1 percent tile
minimun milk Iat content required by
State law or administrative regulation
in effect on November 25, 1942, in the
State where such delivery is made.

(2) No person shal sell Or deliver, VX-
cept to a handler, tily cream or creamn
product which has ben fortified with. or
to which there has been added, or with
which there has been blended or com-
pounded, evaporated milk, condensed
milk, dried whole: milk, or dried skim
milk.

3) No person slall, after July 31. 1944,
sell or dliver filled cream having a total
content of all oil and fat, including
milk fat, in excess of 19 percent, but this
shall not be constroud to permit the
manufacture, sale, or delivery of filled
cream in violation of the Filled Milk Act
(21 U. S. C., 1940 ed.- 61-64 .

14) Notwithstanding the provisions of
(b: it1 and Ib) 42) hereof. any person
may sell or deliver to any restaurant.
hotel, or other public eating place any
cream or cream product having a milk
fat content in excess of that permitted
by (b) ( II hereof or any cream or cream
product of the type described in ib) (21
hereof, if the purchaser certifies in writ-
ing to tile seller that such cream or
cream product is to be used in Ihe manu-
facture of frozen dairy foods In accord-
ance with the provisions of War Food
Order No. 8, Issued by the War Food
Administrator.

(5) No restaurant, hotel, or other
public eating place shall use any cream
or cream pt'oduct having a milk fat con-
tent in excess of 19 percent, except in
the manufacture of frozen dairy foods
in accordance with the provisions of said
War Food Order No. 8: Provided, That
any such restaurant, hotel, or other pub-
lic eating place may use for all purposes
cream having a milk fat content not ex-
ceeding by more than 1 percent the min-
imum milk fat content required by State
law or administrative regulation in ef-
fect on November 25, 1942, in the State
where such use takes place.

(c) Excmption. ( 1b Notwithstand-
ing the provisions of Ib) hereof, any per-
son may sell or deliver to or for any
patient, or to any establishment engaged
in the care and treatment of the sick,
cream of such milk fat content, and in
such quantities, as may be necessary for
supervised medical treatment of such pa-
tient or the patients of such establish-
ment: Provided, That such person is sup-
plied with a written statement from time
patient's physician or. in the case of an
establishment engaged in the care and
treatment of thi sick, from a responsible
official thereof who is a practicing phy-
sician. anti such written statement shall
be valid for a period of not to excct'd
sixty days from the date of issuance and
shall specify sit the milk fat content of
cream required for such use. (if) tie
daily quntity of stich cream, and fill)
with regard to the necessity of such
cream for supervised medica! treatment:
Provided Jurth'r. That such writtecn
statement shall not be valid for obtain-
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Ing such cream after July 31, 1944. un-
less approved by the public health of-
ficer, or the secretary of the county med-
ical society, of tile municipality or
county wherein such patient resides or
such estiblnlkment is located.

f21 Upon application by one or more
persons in any marketing area and after
demonstration to the satisfaction of the
Director that compliance with the pro-
visions of (b) 11) hereof will not tend
to conserve milk fat for war and essen-
tia civilian needs, the Director may
grant an exemption from the provisions
of (b) (11 hereof to any or all persons
In such area.

ed) Audits and inspections. The Di-
rector shall be entitled to make such
audit or Inspection of the books, records
anti other writings, premises or stocks of
cream, cream products, or filled cream of
any person, and to make such Investiga-
tions, as may be necessary or appropri-
ate. In the Director's discretion, to the
enforcement or administration of the
provisions of this order.

(e) Records and reports. (1) The Di-
rector shall be entitled to obtain such
information from, and require such re-
ports and the keeping of such records by.
ally persbn, as may be necessary or ap-
propriate, in the Director's discretion, to
the enforcement or administration of the
provisions of this order.

(2) Every person subject to this order
shall, for at least two years (or for such
period of time as the Director may desig-
nate), maintain an accurate record of
his transactions In cream, cream prod-
ucts, and filled cream.

if" Petition for retlief fron hardship.
Any person affected by this order, who
considers that compliance herewith
would work an exceptional and unrea-
sonable hardship on him. may file a peti-
tion for relief with the Regional Director
of Distribution. War Food Administra-
tion, serving the area (8 F.R. 15764) In
which such person resides or does busi-
ness. Petitions for such relief shall be
in writing and shall set forth all perti-
nent facts and the nature of the relief
sought. The Regional Director may take
any action with reference to such peti-
tion which is consistent with the author-
ity delegated to him by the Director. If
the petitioner is dissatisfied with the ac-
tion taken by the Regional Director on
the petition, he shall, by requesting the
Regional Director therefor, obtain a re-
view of such action by the Director. The
Director may, after said review, take
such action as he deems appropriate, and
such action shall be final. The provi-
sions of this paragraph If) shall not be
construed to deprive the Director of au-
thority to consider originally any peti-
tion for telief from hardship submitted
in accordance herewith. The Director
may consider any such petition and take
such action with reference thereto as he
deems appropriate, and such action shall
be final.

(g) Violations. Any person who vio-
lates any provi~son of this order may,
in nreordance with the applicrble proce-

dure, be prohibited from receiving, mak-
ing any deliveries of. or using cream,
cream products, and filled cream, or any
other material subject to priority or al-
location control by any governmental
agency. In addition, any person who wil-
fully violates any provision of this order
Is guilty of a crime and may be prose-
cuted under any and all applicable laws.
Further, civil action may be instituted to
enforce any liability or duty created by.
or to enjoin any violation of. any provi-
sion of this order.

h Delegation o/ authority. The ad-
ministration of this order and the powers
vested in the War Food Administrator.
insofar as such powers relate to the ad-
ministration of this order, are hereby
delegated to the Director. The Director
Is atithorized to redclegate to any em-
ployee of the United States Department
of Agriculture any or all of tile authority
vested In him by this order.

i1) Communications. All reports re-
quired to be filed icieunder and all
communications concerning this order
shall be addressed to the Regional Di-
rector of Distribution, War Food Admin-
istration, serving the area (8 F.R. 15764)
in which the person affected by the order
resides or does business.

W,) Territorial extent. This order
shall apply to the forty-eight States
of the United States, the District of Co-
lumbia, and the Territories and Pos-
sessions of the United States.

(k) Eflecttve date. This order shall
become effective at 12: 01 a. m., e. w. t.,
June 7, 1944. With respect to any viola-
tion of War Food Order No. 13. as
amended, or rights .accrued. liabilities
incurred, or appeals taken under said
order, as amended, prior to the effec-
tive date hereof, said War Food Order
No. 13. as amended, shall be deemed to
continue in full force and effect for
the purpose of sustaining any proper
suit. action, or other proceeding with
respect to any such violation, right, lia-
bility, or appeal.

NolT: All record-keeping requirements of
this order have been approvet by, and sub-
sequent reporting and record-keeping re-
qulreoient.6 will be subject to the approval
of. Bureau of the Budget In accordance with
the Federal Reports Act of 1942.

lE'O. 9280, 7 P.R. 10179: E.0, 9322. 8
F.R. 3807: E.O. 9334, 8 F.R. 5423; E.O.
9392, 8 F.R. 14783).

Issued this 2d day of June 1944.
ASILEY SELLERS.

Assistant War Food Administrator.

iF. R. Doe. 44-8051; Filed, June 3, 1944:
4:12 p. m.I

IWFO 97, Termination I

PART 1414-POULRY

HEN TURKEYS AND PROCESSFD TURKEYr

War Food Order No. 97 (9 F.R. 4375)
is !ereby terminated.

This order shall become effective at
12:01 a. in., e. w. t., June 3. 1944. With
respect to violations, rights accrued, lia-
bilities incurred.'or appeals taken under
War Food Order No. 97, prior to the
effective time hereof, all provisions-of
such order in effect prior to the effective
time hereof shall be deemed to continue
In full force and effect for the purpose
of ststaining any proper action, suit, or
other proceeding with respect to any
such violations, right, liability, or appeal.

(E.O. 09280, 7 P.R. 10179: E.O. 9322, 8
F.R. 3807: E.O. 9334, 8 P.R. 5423; E.O.
9302. 8 P.R. 14783)

Issued this 3d day of .June 1944.
ASHLEY SELLERS,

Assistant War Food Administrator.

IF. It. Doec. 44-8052: Filed. June 3. 1944;
4:12 p. m.I

iWFO 67. AMdt. 31

PART 1460--FhTS AND OILS

INEDIBLE TALLOW OR CREASE

War Food Order 67, as amended (8
F.R. 15810: 9 P.R, 2255, 4319), 0 1460.27,
is amended as follows:

1. By deleting the provisions of para-
graph (b) thereof and inserting in lieu
thereof the following:

(b) certification of orders for inedible
tallow or grease which is not to be'used
for the production of soap. Any manu-
facturer who desires to obtain inedible
tallow or grease from a producer or
dealer In any calendar month, for the
manufacture of any product other than
soap, and who desires to ayail himself
of the provisions of paragraph (d) here-
of. may, In the period of twenty days im-
mediately prior to the tenth day of such
month, deliver to such producer or dealer
a written order for such inedible tallow
or grease which has attached thereto, or
included therein, a certificate properly
filled out and signed by him, in the fol-
lowing form:

The undersigned hereby certifies' to the
War Food Admintstration ant to ----------

(producer or dealer)
that this certificate constitutes a part of an
order by him to said producer or dealer for

-pounds of InvlIble tallow or
grease, to be delivered on or abou-,

(date)
and that all of the Inedible tallow or grease
which may be received by the u-ndersIgned
pursuant to such order wilt be used by hio
In the manufacture of a product other than
soap, and that such acceptance of delivery
by him during any period when Inventory
restrictions are In effect will not cause his
Inventory of Inedible tallow or grease to ex-
ceed the amount permlt!'d under the terms
of War Food Order 67. ;.$ ::m;ended.

I Purchaser)
By----------------

IAU,0 : lZ'd Oficial )
(Date)

No person %ho receives inedible tallow
or greasc t.s a rcsult of -;uch a cc;' Ued
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order shall use any of the inedible tal-
low or grease so received in the produc-
tion of soap.

2. By deleting the provisions of para-
graph (c) thereof.,

3. By deleting the provisions of para-
graph (d) thereof and inserting in lice
thereof the following:.

(dt Restrictions on delivery In order
to.give certified orders prelerence. No
producer or dealer shall deliver Inedible
tallow or grease during any month to
any manufacturer, except pursuant to a
specific authorization by the Director or
an order certified in accordance with the
provisidns of paragraph (b) hereof, un-
less and until he has, before the end of
such month, delivered, offered to deliver,
or made provision to deliver all inedible
tallow or grease for which, in the period
of twenty days Immediately prior to the
tenth day of such month, he has received
orders cert:flrd In accordance with the
provisions of paragraph (b) hereof: Pro-
vided, however. That no dealer shall be
required to deliver, offer to deliver, or
make provision to deliver on such certi-
fied orders in the aggregate, in any
month, more inedible tallow or grease
than 30% of the total amount of In-
edible tallow or grease delivered by him
in such month, and no producer shall
be required fit any month to deliver, of-
fer to deliver, or make provislen to de-
liver on such certified orders from any
one plant operated by him more than
30% of the total deliveries of Inedible
tallow or grease made by him from such
plant In such month, and no producer
or dealer shall be required to make de-
livery of any quantity of Inedible tallow
or grease other than a commercial quau-
tity. or in an amount less than the small-
est commercial quantity of inedible tal-
low or grease delivered by him in the
base period,

This amendmet shall become effec-
tive at 12:01 a. in., e, w. t,, July 1, 1944,
However, certified orders may be deliv-
ered pursuant to paragraph Cb) hereof
after June 20, 1944, and such orders shall
be deemed valid for the purposes of this
amendment, With respect to violations
of said War Food Order 67, as amended,
or rights accrued, or liabilities Incurred
thereunder, prior to July 1, 1944, said
War Food Order 67, as heretofore amend-
ed, shall be deemed to be in full force and
efect for the purpose of sustaining any
proper suit, nction. jr other proceeding
with respect In aly such violation, right,
or liability.
(E.O. 9280, 7 ,R, 10179; E.O. 9322, 8 FR,
3807; E.O. 9334, 8 FR, 5423; E.O. 9392,
8 FR. 14783k

ts'tt'rl thi5 3d day of June 1944.
Asnmiv SELLERS,

As.isian lWar Food Administrator,
IF H. DLe, 44-.053: Filed, June 0, 1944:

4 :12 p, 11,

TITLE 10-ARMY; WAlt l)E'ARTMENT

Chapter Vil--Procnrement and Disposal
of Equipment and Supplles

RENEGOTIATION REGULATIONS

Cioss Rhrisnzcu: For Renegotiation
Regulations issued by the War Contracts
Price Adjustment Boanrd, see Title 32,
Chapter XIV, lrra.

'TITL.E I3-1tUIJNgSS t'REDIIT

Chapter i-Recoaxtrucinon Finance
Corporatl ion

RENEGOTIATION REGULATIONS
Ctoss RZrgiRtNCc: For 1Rnegotiation

Regulations issued by the War Contracts
Price Adjustment Board, see Title 32,
Chapter XIV, Infra,

TITLE ti--CIISTOMS DitTIES

Chapter Iturrau of Customs
I

T , 
D 510681

PART 24-CUsToMs FINANCIAL AND
ACCOUNTING PROCEDURE

RUNDS O0 o 4TIEINAL-REVNUE TAXES
Section 24.36 (b), Customs Regula-

tions of 1943 (19 CFR Cum. Stupp,), is
hereby amended by inserting the words
"of internal-revenue tax" before the
comima following the word 'refund" in
the first sentence. (R, 8, 161, 251, sec.
624. 46 Stat. 759; 5 U. S. C, 22, 19 U. S. C.
66, 1624)

W. R. JoHNsOn,
Comnmissioner ol Customs.

Approved: June 3. 1944,
D. W. BELL,

Acting Secretary
of the Treasury.

tF R. De. 44-8119; Flied, June 5, 1944;
4:21 p. m.J

TITLE 32-NATIONAl. i)EFENSE

Chapter IX-War Produrlion ioard
2$sbrhspme IR-F srrsitirve viqe'bmirma

AvTfoarrr: Regulations in tIs subchapter
issued tinder ae, 2 iok, 54 Sat. 670, as
amended by 58 Stat. 238 and 56 Stat. 176;
3.0. 9024, 7 F.ii 32D; EO. 9123, 7 P.R. 2719;
W.P.B. Peg, I as amended March 24, t43,
B P.R. 3E, 3688: Pri. Beg, I as amended flay
18, 1143, 8 FA, 8727.

PART 1010---SuSPNSI ORDERs

iSuspension Order 8-500, Arndt. I I

LOWELL SHOE co., Ie.

Lowell Shoe Company, Inc,, 341 Mid-
dlesex Street, Lowell, Massachusetts. has
appealed from the suspension orde -pon

the ground that It would put the re-
spondent permanently out of business,
The Chief Compliance Commissioner has
reviewed the case, and has concluded
that the business or the respondent will
be permanently affected unless the sts-
pension order is modified He. there.
fore, on June 3, 1944. directed that the
suspension order be, and hereby Is,
amended by substituting in paragraph
(a) "fifty thousand ,50.000i pairs" for
"thirty-five ihousand 35,0001 pairs".

In view of the foregoing:
It is hereby ordered. That § 1010.500,

Suspension Order No, 8-500, issued
March 10, 1944, and effective March 17,
1944, be, and hereby is, amended by the
substitution of the following paragraph
(aI for the present paragraph (a):

(a) Lowell Shoe Company, Inc., its
successors or assigns, shall not complete
the manufacture of more than fifty thou-
sand (50,000, pairs of civilian footwear
during the effective period of this order.
Such footwear shall be limited to Lowell
Shoe Company's existing price lines, but
may be divided among such lines as the
company may determine under para-
graph (i) (iv) of Conservation Order
M-217 as amended January 12, 1944,

Issued this 3d day of June 1944.
Wsa PRooucToN Bossy,

By J. JosePH WHELAN,
Recording Secretary.

IF. . Doec. 44-0054; Piled, June 5, 1944;
4:17 p. mI

PART l010-$USPNnSION ORDERS
[Suspension Order 3-527, Reinstatementl

LOOY1IE.0 MANUFACTURINO co,

The Bloomfield Manufacturing Com-
pany, of 3333 South Wells Street, Chi-
cago, Illinois, which is a corporation en-
gaged in the production of various war
materials and metal kitchen equipment
was suspended on May 2. 1944. by Sus-
pension Order No. 8-527. It appealed
from the provisions of the suspension
order and, pending determination of the
appeal, the suspension order was stayed
by the Chief Compliance Commissioner
on May 2, 1944, The appeal has been
considered by the Chief Compliance
Commissioner, who has dismissed the ap-
peal and directed that the stay be ter-
minated and the suspension order rein-
stated.

In view of the foregoing:
It is hereby ordered, That: 5 1010,527,

Suspension Order No. S-527 issued April
25, 1944, and effective May 2, 1944, be
and hereby is reinstated; the stay or
execution directed by the Chief Com-
pliance Commissioner on May 2, 1944, be
and hereby is revoked; and paragraph
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(d) be and hereby is amended to read
as follows:

(d) this order shall take effect on
June 8, 1944, and shall expire on Sep-
tember 5, 1944.

-and that the suspension order be and
hereby is amended by inserting the fol-
lowing paragraph (c) after paragraph
(b) and by relettering the present para-
graphs (c) and (d) respectively (d) and
(e)

(c) The Bloomfield Manufacturing
Company,-Clicago, Illinois, its succes-
sors and assigns, shall not directly or In-
directly transfer to any person or per-
sons or corporation, and no person or
persons or corporation shall receive or
use the facilities of the Bloomfield Manu-
facturing Company, Chicago, Illinois, to
cut, shape, form, put in process, process
or manufacture any metal as set forth in
the lists attached to Priorities Regulation
13, to make any metal kitchen eqmpment
in any of the shapes or forms as defined
in or governed by any Order of the 1,30
series, as each regulation and order may
be amended from time to time, unless
hereafter- specifically authorized in
writing by the War Production Board.

Issued this 3d day of June 1944.
WAR PRODUCTION BOARD,

By J. JOSEPH WHELAN,
Recording Secretary.

[F. R. Doc. 44-8055; Filed, June 3, 1944;
4:17 p. in.]_

PART 3291-Co =- s DURABLE GOODS
[General Limitation Order 1-65, as Amended

June 3, 1944]

ELECTRICAL APPLIANCES
§ 3291.311 General Limitation qrder

L-65--(a) Deftnitions. For the purposes
of tins order:

(l) "Electrical appliances" means
only those appliances listed on Schedule
A of this order winch have as functional
parts, electrical heating units (of any
wattage) or which are powered by an
electrical vibrator or electrical frac-
tional horsepower motor.

(2) "Heating unit" means any electric
heating unit designed primarily for use
in an electrical appliance or In a do-
mestic type electric range.

(3) "Electrical resistance material"
means material m the form of ribbon or
wire to be incorporated in heating units,
in wich eitlier nickel or chromium. or
both, are used to create electrical re-
sistance for the development of heat.

(4) "Manufacturer" means any per-
son engaged in the business of manufac-
tufig or assembling any heating units,
electrical appliances or parts for such
appliances, including a person who as-
sembles parts of an electrical appliance
for sale in knock-down form.

(5) '"Distributor" means any person
engaged in the business of transferring
heating units, electrical appliances or
parts for such appliances to his retail
outlets or to other dealers.

(6) 'Dealer" means any person en-
gaged in the business of transferring or
repairing heating units, electrical ap-
pliances or parts for such appliances to
or for ultimate consumers.

Any person who acts in more than the
single capacity of manufacturer, dis-
tributor or dealer as defined in para-
graphs (a) (4) (a) (5) and (a) (6) of
this order shall for the purposes of this
order be deemed a manufacturer, dis-
tributor or dealer, depending upon the
capacity in which he acts in each spe-
cific transaction.

(7) "Preferred order" means any pur-
chase order, contract or subcontract for
delivery to or for the account of the
Army or Navy of the United States, the
United States'Maritime Commission or
the War Shipping Administration..

(8) '"epair or replacement part"
means any heating unit for a domestic
electric range or any heating unit or
other part for an electrical appliance
when such heating unit or part is not
produced for use in the manufacture or
assembly of any new electrical appliance
or new domestic electric range.

(9) "Current-carrying parts" include
only the following, parts: Heating units,
thermostats and temperature controls,
relays, lead-in and connection wires.
switches, terminals, fuses, receptacles
and parts of motors which conduct elec-
tric current, but shall not include cord
sets.

(b) General restrictions on produc-
fion. (1) On and after June 17,1943, no
manufacturer shall produce any new
electrical appliance (or parts therefor)
other than repair or replacement parts,
except:

(I) The following new electrical ap-
Pliances (or parts therefor) may be pro-
duced in fulffillment of preferred orders:
Coffee makers, flat irons, air heaters,
water heaters, and commercial or heavy
duty equipment of the following types:
broilers, food choppers, food mixers, food
grinders, food servers, food slicers, fry
kettles, griddles, hotplates, Juicers, ovens,
ranges, toasters, urns and vegetable
peelers.

(il) During the period beginning June
17, 1943, and ending September 30, 1943,
inclusive, and during each three months
period thereafter, a manufacturer may
produce for other than preferred orders
as specified in paragraph (b) (1) (1)

'ype of equipment
A r h eaters h -. ..-- . . .. . .. ..--..
Commercial permanent wavo equipment ond

commercial hair driers.

Flat irons -

Commercial or heavy duty equipment of the
following types: broller; food choppere,
food mixers, food grinders, food cerver,
food ElIcers, fry kettle3, griddlc, hotplatc.
Juicers, ovens, ranges, toastr urn and
vegetable peelers.

Heating units for domestic electrio rangc...
ftotplatw and disc sore ......
Roasters
Water hi; e ...-.- ,-.-.-.-

above, no more units of any of the follow-
ing types of new electrical appliance (or
parts therefor) than 10% of the number
of units of that particular electrical ap-
pliance (or parts therefor) produced by
him during 1940: Commercial or heavy
duty elulpment of the following types:
broilers, food choppers, food mixers, food
grinders, food servers, food slicers, fry
kettles, griddles, hotplates, 3uicers, ovens,
ranges, toasters, urns and vegetable'pee1-
ers; Provided, that no manufacturer
shall produce any units of any type of
new electrical appliance (or parts
therefor) listed in this paragraph (ii) if
such production will result in an accu-
mulation of inventory of that particular
type of new electrical appliance (or parts
therefor) greater than 15% of the num-
ber of units of that particular electrical
appliance (or parts therefor) produced
by him during 1940.

(2) On and after June 17, 1943, no
manufacturer shall use copper or copper
base alloys in the production of any new
electrical appliances, or parts therefor
(whether or not in fulfillment of pre-
ferred orders) specified in paragraph
(b) (1) of this order, except for such
minimum amounts as are necessary for
the conduction of electric current or

.essential to the proper functioning of
parts.

(c) Restrictions on transfer of 17ew
electrical appliances. On and after
June 17, 1943, no manufacturer shall
transfer the physical possesson of or
title to any new electrical appliance
manufactured after that date, except

(1) In fulfillment of preferred orders.
(2) Pursuant to specific authorization

of the War Production Board on Form
W1PB-1319 pursuant to an application
filed on said Form. Form WPB-1319
should be filed with the nearest field
office of the War Production Board for
all orders except for export, and with the
War Production Board, Washington 25,
D. C., Ref: 1--65. for export orders.

(d) Repair or replacement parts. (1)
Except In fulfillment of preferred orders,
on and after June 17, 1943, no manufac-
turer shall use copper or copper base al-
loys In the production of any repair or
replacement parts, other than the specific
parts listed on the following table, or
tny part thereof:

Botpair or replacement parts for w h cqpper
or copper base alloys are permitted

Current-carrying part..
Current-carrying parts, other than copper or

copper b3za alloy diopozable grid for per-
manent wave equipment

Cord rats puruant to paragranh (d) (3) of
this order and current-carrying parts.

Current-carying parts and motor bearings
wher the usa of other material Is Imprac-
ticable.

Current-carrying parts.
Current-carrying parts.
Currnt-carrylng parts.

urrent-earrying Parts and Immersion units.
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(2) On and after June 17, 1943, no
manufacturer shall use copper or copper
base alloys in the production of repair
and replacement parts in fulfillment of
preferred orders, except for such mini-
mum amounts necessary for the conduc-
tion of electric current or essential to the
proper functioning of parts.

(3) On and after June 17, 1943, no
manufacturer shall produce any replace-
ment cord sets except for flat irons. Re-
placement cord sets produced for flat
irons shall conform to the following
specifications: The cord shall be of a
quality which tests 3,000 or more cycles
in flexure and shall be not more than 6
feet in length; plugs and caps shall be so
constructed that they can be readily dis-
mantled and reassembled for repair pur-
poses. During the period beginning June
17, 1943, and ending -December 31, 1943,
and during each six month period there-
after, no manufacturer shall produce
more replacement cord sets for flat irons
than 25% of the number of such replace-
ment cord sets produced by hnm during.
the year 1940.

(4) On and after June 17, 1943, no
manufacturer shall produce any repair or
replacement parts (other than replace-
ment cord sets for flat irons) if he has, or
as a result of such production will have,
more parts of such type in his inventory
than the number of parts of such type
which he sold during the precedfng six
calendar months.

(5) Except in fulfillment of preferred
orders, on and after June 17, 1943, no
manufacturer or distributor shall trans-
fer any repair or replacement parts unless
a similar use part has been delivered to
him in exchange therefor,-or unless he
has been informed that a sinilar used
part is being held or will be secured by
the dealer or distributor to whom the new
part is being transferred, or has been
disposed of in accordance with this para-
graph. The used parts shall be held sub-
ject to disposition at the direction of
the manufacturer or distributor who
transferred the new part. If no such di-
rection Is given within 60 days, the person
holding the used part shall promptly dis-,
pose of It through regular scrap chan-
nels.

(e) Restriction on use or transfer of
electrical resistance material. On and
after June 17, 1943, no manufacturer
shall use in the production of heating
units or transfer for any purpose what-
soever, any electrical resistance material
reported by him in columns 4 and 8 of
Form PD-370 prior to September 30, 1942,
except pursuant to specific authorization
of the War Production Board on Form
WPB-1319. Application on that form
should be filed with the War Production
Board, Washington 25, D. C., Ref.. L-65.

(1) [Deleted Feb. 19, 1944J
(2) [Deleted Feb. 19, 1944]'
f) Inventory restrictions. No manu-

facturer shall accumulate for use in the
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manufacture of electrical appliances,
heating units, or repair or replacement
parts, any inventories of raw materials,
semi-processed materials or finished
.parts in quantities in excess of the min-
imum amount necessary to maintain
production as permitted by this order.

(g) Applicability of other orders. In
so far as any other order heretofore or
hereafter issued by the Office of Produc-
tion Management or the War Production
Board limits the use of any material in
the production of electrical appliances,
heating units, or repair or replacement
parts to a greater extent than the limits
imposed by this order, the provisions of
such other order shall govern unless-
otherwise specified therein.

(h) Applicability of regulations, This
order and all transactions affected there-
by are subject to all applicable provi-
sions of the regulations of the War Pro-
duction Board, as amended from time to
time.

(i) Reports. Every manufacturer af-
fected by this order shall execute and file
Form WPB-1600 (formerly PD-655) with
the War Production Board, Washington
25, D. C., Ref.. L-65, on or before the 10th
day following the close of each calendar
month.

(j) Appeals. Any appeal from the
provisions of this order should be made
on Form WPB-1477 (formerly PD-SO0)

(k) Violations. Any person who wil-
fully violates any provision of this order,
or% who, in connection with this order,
vilfully conceals a material fact or fur-

nishes false information to any depart-
ment or agency of the United States is
guilty of a crime, and upon conviction
may be pumshed by fine or imprison-
ment. In addition, any such person may
be prohibited from making or obtaining
further deliveries of, or from processing
or using, material under priority con-
trol and may be deprived of priorities
assistance.

(1) Communications. All reports re-
quired to be filed hereunder and all com-
mumcations concermng this order shall,
unless otherwise directed, be addressed
to the War Production Board, Consum-
ers Durable Goods Division, Washing-
ton 25, D. C., Ref.. L-65.

Issued this 3d day of June 1944.
WAR PRObUCTION BOARD,

By J. JOSEPH WHELAN,
Recording Secretary.

ScramuLzA

The following is the list of electrical, ap-
pliances specified in paragraph (a) (1) of
this order:
Air Heaters (except as covered by L-107 and

,-158)
Aquarium Heaters
Baking Ovens
Barbecue Machines
Biscuit and Muffin Bakers
Blankets
Bottle Warmers

*Bread Slicers (eiccept as covered by L-83)
Bread Toasters (except as covered by L-102)
Broilers
Casseroles
Chafing Dishes
Choppers, food and meat
Cigar and Cigarette Lighters
Clothes Driers
Coffee. Makers
Coffee Mills
Coffee Roasters
Commercial Cooking and Food and Plato

Warming Equipment
Corn Poppers
Curling Irons
*Dishwashing Equipment (domestic)
Double Boilers
Doughnut Cookers
Dry Shavers
Egg Boilers
Face and Hand Driers
Fan Type Heaters (except as covered by L-107

and L-158)
Faucet Heaters
Flat Irons
Fly Screens and Traps
Fireplaces
Food Choppers and Slicers
Food Conveyance Equipment
Food Cooking Equipment
Food Grinders
*Food Mixers
*Food Preparation Machinery
Food Servers
Fry Kettles
Griddles
Grills
Hair Clippers
Hair Driers
Heating Pads
Hedge Clippers
Hotplates and Disc Stoves
Ice Cream Freezers, Domestic
* *Immersion Heaters
*Juice Extractors
Knife Sharpeners and Grinders
Massage Vibrators
*Meat, Fish and Bone Cutters
Neckwear and Trousers Pressers
Ovens (except as covered by L-182)
Peanut Roasters
Percolators
Permanent Wave Equipment
Popcorn Machinery
Portable Air Heaters
Pyrographic Pencils
Radiant Heaters
Ranges, Commercial (except as covered by

L-182)
Roasters
Roasting Ovens
Sandwich Toasters
Soup Cookers
Steak and Meat Tenderizing Equipment
Steam Tables
"Steamers
Stock Pots
'*Strip Heaters
Table Stoves
Tea Kettles
*Unit Heaters

Urns
Vibrators
**Vane Heaters
Waffle Irons
Water Heaters (except as covered by L-185).

[F. R. Doe. 44-8086; Filed, June 8, 1944;
4:17 p. in.]

*Only those using a fractional horsepower
motor.

**Except for industrial applications.
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Chapter XI-Office of Price Administration

PART 1340-Funt

[RMUMP 122.1 Amdt. 23]

SOLID FUELS SOLD AND DELIVERED BY
DEALERS

A statement of the considerations in-
volved in the issuance of tins amend-
ment, Issued simultaneously herewith,
has been filed with the Division of the
Federal Register.*

Revised Maxinum Price Regulation
No. 122 is amended In the following re-
spect:

Section 1340.256 (e) (3) is amended
to read as follows:

(3) In the case of Pennsylvania an-
-- thracite, the amount per net ton for the

sizes and for the time specified as fol-
lows:

Toand Onandafter Onanf
includ- June 11, 19H after

Size Mg to and " I
una including J94'

10,1944 une30,1944

Egg, stove and nut --- 8L 25 91. 10 .05
Pea_-- L20 LM .so
Buckwheat----------- L05 .90 .45
Rice ... -------------- 95 . 85 .45

-Barley --.- -- .GO .35
Smaller than barley..... .65 .ZO .3

This amendment shall become effec-
tive June 5, 1944.

Issued this 5th day of June 1944.

JAmmS G. ROGERS, Jr.,
Acting Administrator

[F. R. Doc. 4-4-8117; Filed, June 5, 1944;
4:28 p. in.]

PART 1351-POOD AND FOOD PRODUCTS
[I IPh 271, Amdt. 161

POTATOES AND ONIONS

A statement of the considerations in-
volved in the issuance of this amendment
has been issued and filed with the Divi-
sion of the Federal Register.*

In section 24, Table V is amended to
read as follows:

TA=.E V-194 CROP WMIvE FLESH POTATOES

(The-folowing prices apply to all varieties
of U. S. No. 1 grade white potatoes of the
1944 crop, harvested and sold during the
1944 marketing season, sacked and loaded on
carrier, qxcept those actually sold before May
22, 1944, and except those shipped from the
country shipping point, -whether sold or un-
sold, before May 18, 1944. The dlifferentials
set forth in section 25 are to be used In de-

*Copies may be obtained from the Office
of Price Administration.

9 P.R. 2128, 2477, 3966, 4438.
"8 P.R. 15587, 15663; 9 P.R. 2298, 3589,

4027. 4647, 5379.

terminIng maximum pricms for other gradcs,
special sizes and apcial pacs or paclages.
However, for the month of June. 19-14, and
with respect to all states other than Call-
fornia and ArLzona, the term, '. S. llo. 1
grade" and 1U. S. Comihcrclal grado" rher-
ever they appear In this table or In cectlon 25,
shall mean U. S. NTo. 1 grade or U. S. Com-
mercial grade. as the case may be. of a mini-
mum diameter of 1" inche, and the provi-
sions of section 25 with respect to U. S. Size B
shall not be applicable.)

I Maslum
Pericd Prolucing area I prfa psr

1faYlO-IL... Flor~ida ae mrcfofua. MI.)
ties of Chrlotte. O-leis
and Martin, and cst of
the f mnoa River.

Cafrn ................ . C3
.Ulr othcrx a ............. 3.25.

June I-1.-. Calif=n ............... 2. '
Arlxaa .................. 10
.4llottrra.. .....

June i6-CO. alvo........... 21
... e....3.!tetr cxe..s............. 3.10

This amendment shall become effective
at 12:01 a. In. June 6, 1944.

Issued this 5th day of June 1944.
JA=ns G. Roamis, Jr.,
Acting Administrator.

Approved: June 3, 1944.
Gnovrm B. HL,

Acting War Food Administrator.
IF. R. Do0. 44-8109; rlled, June 8, 1944;

11:49 a. m.]

PART 1407-RAToumio OF FOOD ATD FOOD
PRODUCTS

[Rev. RO 13,2 Arndt. 18 to 2d Rev. Supp. 1f

PROCESSED FOODS

Section 1407.1102 (c) (8) is added to
read as follows:

(8) For the reporting period begin-
ning July 2, 1944 and ending July 29,
1944-3.5

This amendment shall become effec-
tive June 5, 1944.
(Pub. Law 671, 76th Cong., as amended
by Pub. Laws 89. 421, 507 and 729, 77th
Cong., E.O. 9125, 7 P.R. 2719; E.O. 9280,
7 F.R. 10179; WPB Directive 1, 7 F.R.
562; War Food Order No. 50. 8 P.R. 2005,
9 FPR. 4320, and War Food Order No. 53,
8 F.R, 2251,.9 F.R. 4320)

Issued this 5th day of June 1944.
JAs G. ROGERS, Jr..

Acting Administrator.

[F. R. Doc. 44-8118; Filed, June 5, 1944;
4:28 p. in.]

9 F.R. 173, 908, 1181, 2031. 2-30, 2553, 260,
2947, 3580, 3707, 4542, 4C05, 4807, 4383.

PAnT 1499-CO= ol os Am S=wavicu
ILM 15, Amdt. 401

CERTAIN LUMMM SERVICES

A statement of the considerations in-
volved In the issuance of this amend-
ment, Issued simultaneously herewith,
has been filed with the Division of the
Federal Register.1

Section 1499.101 (c) (37) is amended
to read as follows:

(37) Lumber-drying, milling, process-
ing, and non-pressure treating of, on a
custom basis, except the custom millin-
and Iln-drying services covered in Max-
imum Price Regulation 539; and inspec-
tion, grading, reinspection, certification
and grademarking of, for manufacturers,
distributors, or purchasers.

This amendment shall become effective
June 5, 1944.
(56 Slat. 23, 765; Pub. Law 151, 78th
Cong., E.O. 9250, 7 P.R. 7871; E.O. 9328,
8 P.R. 4681)

Issued this 5th day of June 1944.

JmS G. Rocos, Jr.,
Acting Admimnstrator.

IF. R. Dcc. 44-8114; Flied, June 5, 1944;
4:27 p. in.]

PART 1499-Cozx~Drinzs AmD SEnRViEs
[?PR 165, Supp. Service Reg. 27.2 Revocation]

CUSTOLIZ o tAND Enr DRTING O
WESTERN SOSTWOOD3

For the reasons set forth n the state-
ment of considerations which is issued
simultaneously herewith and filed with
the Division of the Federal Register,* It
is ordere,:

Supplementary Service Regulation
27-Custom Milling and Kiln Drying of
Western 15oftwoods (§ 1499.2258) is
hereby revoked, Supplementary Order
No. 40 'applying to such revocation.

This order shall become effective June
5, 1944.

(56 Stat. 23, 765; Pub. Law 151, 78th
Cong., EO. 9250, 7 P.R. 7871; E.O. 9328,
8 P.R. 4681)

Issued this 5th day of June 1944.
JAEz G. RcGERs, Jr.,
Acting Admiznstrator.

IF. R. DoZ. 4-8116; FIlEd, June 5, 1944;
4:27 p. in.]

17 P.R. C423, 536, 8,=3, 84-31, 8793, 8343,
E343. 9197, 9342, G393. 9785, 9371, 9572, 10430,
10819, 10718, 11010; 8 P.R. 10E0, 3324, 4732,
5631, 5765, 5933, 63., 8,ZO, 8873. 10571, 10,39,
11754, 12023. 12710,13302. 13472, 14930; 9 P.R.
1619, 3395, 3593, 4747, 5174.

2 9 P.R. 4227.
s 8 P.R. 4325.
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PART 1499-CoLMIODITIES AND SERVICES
[IPR 5391

CUSTOM MILLING AND XIN DRYING OF
WESTERN SOFTWOODS

In the judgment of the Price Adminis-
trator, the maximum prices established
by this regulation are, and will be gen-
erally fair and equitable and will effec-
tuate the purposes of the Emergency
Price Control Act of 1942, as amended,
and Executive Orders 9250 and 9328. A
statement of the considerations involved
In the issuance of this regulation, issued
simultaneously herewith, has been filed
with the Division of the Federal Regis-
ter. Such specifications and standards
as are used in this regulation were, prior
to such use, In general use in the indus-
try affected.

§ 1499.2260 Maximum prices for cus-
ton milling andi kiln drying of Western
softwood lumber Under the authority
vested in the Price Administrator by the
Emergency Price Control Act of 1942, as
amended, and ExecutiVe Orders 9250 and
9328, Maximum Price Regulation 539,-
which Is annexed hereto and made a
part hereof, Is hereby issued:

AuOrur: § 1499.2260 Issued under 56
Stat. 23, 765; Pub. Law 151, 78th Cong.;
E.O. 9250, 7 P.R. 781; E.O. 9328, 8 F.R. 4681.

IVAXIUM PRICE REGULATION 539-CusToar
MILLING AND KILN DRYING OF WESTERN
SOiMWOODS

CONTENTS

Sec.
1. Higher than maximum prices prohibited.
2. What Is Western softwood lumber.
3. What is "custom milling service"
4. What is a custom mill.
5. Invoicing and records.
6. Services not listed.
7. No quantity limitations.
8. Transportation and demurrage charges.
9. Enforcement.

10. Licensing.
11. Geographical applicability.
12. Maximum prides.

SECTION 1. Sales of custom milling or
custom kiln drying services on Western
softwood lumber at higher than maxi-
mum prices prohibited. (a) On and
after June 5, 1944, no person shall sell
or provide, and no person shall buy or
receive in the course of trade or liusmess,
custom milling or kiln drying services on
Western softwood lumber, at prices
higher than the maximum prices set by
this regulation; and no person shall

*Copies may be obtained from the Office
of Price Administration.

agree, offer, or attempt to do any of these
things.

(b) Prices lower than the maximum
prices may of course, be charged and
paid.

SEC. 2. What is Western softwood lum-
ber "Western softwood lumber" under
this regulation means any lumber which
on sales by the sawmill is subject to
RMPR. 26 (Douglas Fir and other West
Coast Lumber) MPR 94 2 (Western Pine
and Associated Species of Lumber), MPR
253' (Redwood Lumber) MPR 290'
(Sitka Spruce Lumber) or MPR 4025
(Western Red Cedar Lumber)

SEC. 3. What is "custom milling serv-
ice" Under this regulation "custom
milling" means only the operations spe-
cifically included under Section 12 per-
formed, as a service for others, upon
lumber in which the person performing
these services has no financial interest.

SEC. 4. What is a custom mill. Even
though the services you perform may
meet the definition of "custom milling"
above, this regulation does not apply to
you unless you qualify as a custom mill
under this section.

(a) General. A custom mill is one
which performs custom milling services
upon lumber subject at mill level to
RMPR 26, MPR 94, MPR 253, MPI 290,
or VPR 402, and which:

(1) Does not operate as a "mill" under
the definitions contained in RMPR 26,
MIPR 94, MPR 263, MPR 290, or MIPR
402.

(2) Does not own or control, is not
owned or controlled by and is not under
common control with a "mill" produc-
ing the species covered by RMPR 26,
MPR 94, MPR 253, MPR 290, or MPR 402,
wherever located.

(b) Operation not _quaZifying under
paragraph (a) may get special permzs-
sion. If you do not qualify as a "custom
mill" under paragraph (a) above, you
may under certain special conditions get
authority to operate under this regula-
tion. The rules covering this' are as
follows:

(1) An application must be filed with
the OPA Regional Office nearest the
operation. This application must show-

(i) The location of the plant, with a
description of the physical lay-out of

19 P.R. 1016, 3513, 4227.

2'7 P.R. 10848; 8 P.R. 859. 1138, 4118, 7352,
8009, 8766, 11040, 12136, 12296, 12878, 16199;
9 Pn.R. 206, 789, 1162.

3 7 P.R. 9230, 10848; 8 P.R. 1139, 4136, 4720,
7197, 11479.

'.8 P.R. 19, 2270, 6959.
'8 P.R. 7662.

operations in relation to any other activi-
ties relating to forest products carried
on by the applicant wherever located.

(ii) The extent of ownership or control
of or by any other operations relating to
forest products, or of common owner-
ship or control, giving name, location,
and nature of the other operations.

(iii) Applicant's milling facilities, and
the capacity thereof In MBM per day, to-
gether with a statement of total footage
in rough -boards and dimension and
rough or surfaced plank and timbers,
and green or partially dry lumber In
these sizes, sold during the 30 day-period
preceding date of application.

(iv) Any other Information the appli-
cant may wish to submit.

(2) Special authorization under this
paragraph (b) will be granted only
where the application enables the Re-
gional Office to make findings that the
authorization:,

(1) Will result In a greater production
of surfaced boards or dimension or kiln
dried lumber.

(it) Will not encourage producing
sawmills having remanufacturIng and
kiln drying facilities to ship their lum-
ber green, partially dry, rough, or In
thicknesses over 2"

(ili) Will provide necessary milling
services which cannot reasonably be sup-
plied by producing mills, or by custom
mills qualifying under paragraph (a)

(iv) Will not result In unnecessarily
increasing the cost of finished lumber
to the ultimate consumer.

In granting the authority, the Re-
gional Office may make such limitations
and conditions as to duration of the
authority, quantity of lumber to be
milled, etc., as may be appropriate and
consistent with the above findings, The
authorization may be granted, or the
application denied, by letter or telegram.

(c) Unless the operition qualifies, or
Is specially authorized, as a "custom
mill" under paragraphs (a) or (b) above,
its maximum prices for custom milling
of Western softwood lufhber are the
charges set forth as additions for work-
ings in the appropriate lumber price
regulation.

(d) Special permissions heretofore
granted under 8ection 3 (b) of the for-
mer Supplemental Service Regulation
27, shall continue in full force and effect
under this regulation according to the
terms in which they were originally
granted.

SEq. 5. Invoicing and records. In-
voices must show the species, size, con-

61.52



FEDERAL REGISTER, Wednesday, June 7, 1914

dition, and workings of the lumber be-
fore and after milling, with a detailed
description of all services performed
thereon for which a charge is made.
Copies of invoices, or similar records,
must be kept at the place where the cus-
tom milling is performed, available for
examination by the Office of Price Ad-
ministration. These records must be
kept for two years.

SEC. 6. Services not listed. If a custom
mill is requred to perform a service for
which prices are not specifically pro-
vided, these services are still under Maxi-
mum Price Regulation 165.

SEC. 7. No quantity limitations. The
maximum prices set forth in this regula-
tion apply to all transactions regardless
of the quantity of lumber involved.

SEC. 8. Transportation and demurrage
charges. No charge .may be made by a
custom mill for demurrage on railroad.
cars at its plant, nor for the arrange-
ment of transportation of lumber or ad-
vancement of freight charges thereon.

SEC. 9. Enforcement. Persons violat-
ing any provision of this regulation are

subject to the criminal penalties, civil
enforctment actions, suits for treble
damages, and proceedin-s for suspenslon
of licenses provided by the Emergency
Price Control Act of 1942, as amended.

SEC. 10. Licensing. The provisions of
Licensing Order No. 1 licensing all per-
sons who make sales under price control,
are applicable to all sellers subject to
this regulation. A seller's licene may be
suspended for violations of the license or
of one or more applicable price schedules
or regulations. A person whoze license is
suspended may not, during the parlod of
suspension, make any sale for which his
license has been suspended.

SEC. 11. Geographical appficablfity.
This regulation applies in the 48 states
and the District of Columbia.

SEC. 12. Maximum prices. The maxi-
mum prices per one thousand feet board
measure for "custom milling" of lumbar
which on mill sales Is subject to RMPR
26, IPR 94, MIPR 253. MPR 290, or MPR
402 shall be as follows:

TABLE 1.-CusToM MxIfo Bo2nus AND DinLr i.o;

1rJ21x31x4IxG x8 XII2x22x3 2 x 44 2x82xlci 2x12

Resawing~---ln---------------~# V. $.050S& D ZS S&00 025 'Ca I.0?I $1 . " 113 . c.0?-Moa
Add for each addtional line --------- 2.0 2.00 L50 1501 L' 1.001 10, L(0 LW 1(4 LL L' 10

mg--lline. --------- ---------- 7.0 0.50 5.00 4.00 3. 00 3.N ai 5.04 4.02 3 1 n ,
ripping each additional line.-.----- 2-0100 100 00 1( LtLU 1 1. 1.0 L5 J L , 21.0(L3L LSIE, S2E, SISorS2S ---------------- 7.50' 6.50 &CO 4.00 3.00([ 3.00 2. M,&0 4.62 3X U 

, ,C 2 ZC, 2 0
SIS1E, S1S2E, S2SIE, S4S or SL.-. 10.50 9.50 6.50 4.00 3.t'[ 3.00 2.5 5.02 4.C' 3.0- It-: Z C I 2 0 (
D. and M., rustic and siding (all I 1•I

patterns) add to S4S.........5... . .50 Z .50 .0 .to .-1 0 . . . 0. .Za .0" . . ..
Grooved for splines add to S4S ------ ----- 100 ------ O L0j100 100M0 L 1.0 :0
Budli add 1---------L00 100 1.00 T06 T00 T00 LOD L 100R

..... oi C.)Grad.ng,.marking.and.tally.ng al.er....

remMang (applicable only when L LO10 L 0 L00 L 0 ,L L0 LC I 1. .0 1. 0
Unloading, handling androading 1001 1 00 100 10 1.00 .

opecasorrnks-------2.00 2.0 CD _O 2.00±012.z00 2.0 20 2. .0 "C 02.0W 2.C
Fo _lsdtypers add o opncar LO O 0LoLOL0 IL01 i L0 1 I CCcharge ge.......................1000010 1.1.:

'May not be added more than once on any order.

TABLE 2.-Cusou fL nG-PL"'E AND TisinaS

3x4j3x6 3xS 3x0o 3xi2 4x4 4xG 4xI4x10 4Xl2IGx00U.s l

Resawing-iline ---- - - ___ 0 $3.0 $20 $_" 01N250 z 3.00 "I!.10 I'M 1 IM $6. to, V2.Do
Addforeach additionalline --- 1.00 L00 1.00 L0 L0 L60 L W Loa 1.00 L 1.00 .00
Rip Mg--llne ...... ---- .. 2. 50 2.50 2.60 2.50 2 '0 2 2.50i  2. . 00 2. 53, 2.0
Add for ea additio100 100 1ie 1-0 L L1.' L0 31 L L0C-, ."
SIE. S2E, SISorS2S ---------- 3.00 3.00 50 2.50 2.0M 3.00 3.0 & 2.0 V Z50 -2. 2.00
SISIE, MS2E, S2or S4S-- 3.00 .00 250 2.50 2.60 & 3.00 2.l 2.01 _04 Z- z.
D& 24orSfLaddtoS4S - --- 1 1 00 L1 0 L 0 L 100 0W 1 1.00 10' ......
GroovedforsplinesaddtoS ... LO0 LO0 LO0 2.00 2.00 L-1 L00 2.00 2C.0- 100 3.' 3.0 0
Grading, markmg and tallying

(applicable only when all threesermoesperformed) add---- .... 10 L-0 CL0 LOO L 031 L00 1.00 LWX Loo 1.0 L( C1 .LC
Unloading, handling and reload-

mg, opencarsortrucks I----2.00 2.00 2. 2.00 2.00 2. 2.C0 2.00 2. W . 2.Do 2.C,)
For elosed-type cars add to open-

carcharge I ... . L0----------- 0 L00 L00 L 00 1 00 13 L 1 00 L 00 1 L 0 L

2 ay not be added more than once on any order.

8 F.R. 13240.

TABL: 3

Custom 7irn drjing. Min drying including
all handling (unloading from cars. handling
through llna and reloading carm, etc.)

Thinner than 10/4 ...... C10.00
10/4 & 12/41 nc.... .. 12.0

General notcz. 1. Chargas for additional
lines of both r-av.-lng and ripping are based
on original clz of piece ripped or remzn.

2. Where curfacing is done followng resaw-
ing and/or ripping, surfacing charges shall
ba baced on si7e or izes of stcch realting
from the reanwing and/or ripping operation.

3. Fractional or cdd thiclieza: u7e price of
next thinner even size. Compute footage on
actual rough measure.

4. Frctional or odd wldths not listed: uza
pric2 of next even vdth, eithcr wider or
narrower. .hlchevcr i lower. Compute foot-
ago on actual rough measure.

5. Where only one opcratfon Is performed
on the lumb.r, for inatance, surfaced only,
or ripped or rsaw, ad one line only, add $1.00
per MJBAJ
6. Pr1ces on combination milling, such as

ripping and rezawng, muzt be computed on
tho cheapest method of producing the end
product from the particular sizes remanu-
factured, rcgardless of how the custom ml
actually prcduces the end product.

7. For milling quantities of le= than 1,00
feet board measure of any size or operation,
the charge for 1,00 feet may be made.

8. The custom Liln drying charges cover
only standard grades as described In the of-
ficial grading rules covering the various
Western coftwcods -b2cat to BIJP-. 26, M32
94. MM 253. LWP 230 or LWR 402, when
dried. to ordinary commercial standards.
Prices orr drying speclal grades, or drying to
moLiture content lower than standard will
be given on application to the OMce of Price
Adrminitration, Wazhington 25, D. C. The
application mu:t state the requested price,
and contain a comnlete dezcription of the
item to be priced, Including species, size and
the maximum moisture content allo.ed.

b. Customer must furnlsh inbound piece
tally on each shipment; otherwise custom
mill may add 8.0 par TZ for tallying.

Effectire date. This regulation shall
become effective June 5, 1944.

Norn: All rporting and record-keeping re-
quirement- of thlz regulation have been ap-
proved by the Bureau of the Budget in ac-
cordance with the Federal Reports Act of
1042.

Issued this 5th day of June 1944.
J mm G. Roos, Jr.,
Acting Administrator.

[P. R. Doe. 44-8115; FIled, June 5, 1944;
4:27 p. m.]

No. 113-2
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Chapter XIV-War Contracts Price
Adjustment Board

RENEGOrIATION REGULATIONS

JUNE 7, 1944.
On April 19, 1944, Parts 1601, 1602, 1607

and 1608 of the Renegotiation Regula-
tions, as revised by Revision 1, were pub-
lished in the FEDERAL REGISiER (9 F.R.
4135)

There are herewith published in this
issue the additions and amendments to
the Renegotiation Regulations through
Revision 6, consisting of Parts 1603, 1604,
1605, and 1606 and changes and additions
to Parts 1601, 1602, 1607 and 1608.

Subsequent changes and additions to
these regulations will also be published in
the FEDERAL REGISTER from time to time
as directed by the War Contracts Board.

[SEAL] JAmES S. FEiGHT,
Lt., U S. N. R.,

Secretary.

PART 1601-AuTHoRTy AlID ORGANIZATION
FOR RENEGOTIATION'

SUBPART A--SULIARY OF RENEGOTIATION ACT
OF 1943 AND RELATED STATUTES

Sections 1601.103 to 1601.112 are
amended by the insertion of cross refer-
ences, so that the text thereof, as
amended, will read as follows.

§ 1601.103 Coverage. (a) In general
the 1943 act applies to amounts received
or accrued in fiscal years ending after
June 30, 1943 under all contracts with
the Departments and subcontracts, with
the exceptions stated under § 1601.104
(subsection (c) (6) discussed in § 1603.
348)

(b) Subcontracts include purchase
orders or agreements to perform all or
any part of the work, or to make or fur-
nish any article, required for the per-
formance of any other contract or sub-
contract but do not include any purchase
order or agreement to furnish
office supplies. A contract or arrange-
ment to procure a contract with a De-
partment is also a subcontract. Subcon-
tracts are not limited to those made by a
prime contractor but include those made
by a subcontractor or sub-subcontractor
down through the various tiers (sub-
section (a) (5) discussed In § 1603.333)

(c) The coverage of the 1943 act is
discussed in detail In Part 1603. ERR
103]

§ 1601.104 Exclusins and exemp-
tions-(a) Mandatory. The 1943 act
does not apply to:

(1) Contracts between the Depart-
ments and other Governmental agencies
(subsection (1) (1) (A) discussed m
§ 1603.343)

(2) Contracts or subcontracts for ce;-
tam raw materials (subsection (i) (1)
(B) discussed in § 1603.344)

(3) Contracts or subcontracts for
agricultural commodities In a certain
form or state, (subsection (1) (1) (C)
discussed in § 1603.342 (b))

(4) Contracts or subcontracts with ttV
exempt charitable, religious or educa.

19 P.R. 4135.,

tional institutions (subsection (1) (1)
(D) discussed In § 1603.345)

(5) Construction contracts with a De-
partment let under competitive bidding
(subsection (i) (1) (E) discussed in
§ 1603.346) or

(6) Subcontracts under prime con-
tracts or other subcontracts of the types
listed above which are exempted by sub-
section (1) (1) (subsection (1) (1) (F)
discussed in § 1603.347) ERR 104.11

(b) Permissive. The War Contracts
Board may, in its discretion, exempt
from any or all of the provisions of the
1943 act:

(1) Any contract or subcontract:
(i) To be performed outside of the

continental United States or in Alaska
(subsection (i) (4) (A) discussed in
§ 1603.351)

(ii) Under which the profits can be
determined with reasonable certainty
when the contract price is established
(subsection (1) (4) (B) discussed In
§ 1603.352)

(iii) During a specified period, or
periods, to the extent that the contract
provisions are adequate to prevent exces-
sive profits (subsection (1) (4) (C) dis-
cussed in § 1603.353)

(iv) For a standard commercial article
if competitive conditions are such as will
reasonably protect the Government
(subsection (1) (4) (D) discussed in
§ 1603.354)

(v) If competitive conditions affecting
the making of such contract or subcon-
tract are likely to result in effective com-
petition with respect to the contract
price (subsection (1) (4) (E) discussed
in § 1603.355) or

(2) Any subcontract or group of sub-
contracts, if it is not administratively
feasible to segregate the renegotiable
from the non-renegotiable business
(subsection (i) (4) (F) discussed in
§ 1603.356)
The Board may make such exemptions
by individual contracts or by general
classes or types of contracts (subsection
(1) (4) discussed in § 1603.357) ERR
104.2]

(c) Exemption measured by volume of
business. Subsection (c) (6) provides
that renegotiation shall not apply to any
contractor or subcontractor unless the
aggregate of the amounts received or
accrued by the contractor or subcontrac-
tor (and alLpersons under the control
of or controlling or under common con-
trol with the contractor or subcontrac-
tor) under contracts with the Depart-
ments and subcontracts, not including
subcontracts for procuring contracts or
subcontracts, exceed $500,000 (discussed
in § 1603.348) In the case of subcon-
tracts for the procuring of contracts or
subcontracts, this figure Is $25,000 (dis-
cussed In § 1603.348) ERR 104.3]

(d) Profits from increment in value of
excess inventories. The 1943 act ex-
cludes from renegotiation that portion
of the profits derived from contracts
with the Departments and subcontracts
attributable to the increment in value
of excess inventories of certain raw ma-
terlals and agricultural commodities
(subsection (i) (3) discussed in § 1603.-
344 (d)) ERR 104.4]
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§ 1601.105 Renegotiation clauses I L
contracts. (a) The 1943 act directs each
Secretary to insert In each contract made
by his Department, Involving more than
$100,000, terms under which the con-
tractor agrees (1) to renegotiation, (2) to
the withholding or recovery of excessive
profits by the United States and (3)
that he will insert like terms In all sub-
contracts made by him Involving more
than $100,000, and will require the sub-
contractor to insert like terms In con-
tracts entered into by him. In the case
of subcontracts for procuring contracts
with the Departments these terms are to
be placed in all such- subcontracts for
more than $25,000 (subsection (b), dis-
cussed In § 1603.331)

(b) The 1943 act permits these terms
to be incorporated In contracts and sub-
contracts by reference and each contract
or subcontract is made subject to such
'terms whether or not they are incorpo-
rated either physically or by reference.
[RR 105]

§ 1601.106 Determination of excessive
proftts-(a) Costs. In determining the
profits from renegotiable business, the
1943 act requires the War Contracts
Board to allow costs determined In
accordance with the method of cost ac-
counting regularly employed by the con-
tractor or if such method does not prop-
erly reflect such costs, the Board is
authorized to prescribe the method under
which such costs shall be determined.
No item of cost shall be allowed which is
unreasonable or which is not properly
chargeable to the contract or subcon-
tract. Notwithstanding these provisions,
all items estimated to be allowable as de-
ductions or exclusions for Income tax
purposes to the extent they are allocable
to renegotiable business, are to be al-
lowed in determining excessive profits.
State income taxes, to the extent they
are attributable to the portion of the con-
tractor's profits determined to be exces-
sive, however, are not allovyable (subsec-
tion (a) (4) (B) discussed In § 1603,380)
ERR 106.1]

(b) Unused amortization deduction.
The 1943 act provides for the repayment
by the United States to a contractor or
subcontractor, without interest, of the
amount of the net renegottation rebate
determined In accordance, with proce-
dures and principles set forth In the 1943
act in the event of a recomputation of
the amortization deduction provided for
in section 124 (d) of the Internal Rev-
enue Code (subsections (a) (4) (C) and
(D) discussed In § 1603.383 (b))
ERR 106.2]

(c) Fair cost allowance in the ex-
empted state for raw materials and agri-
cultural commodities in the case of inte.
grated producers. In order to provide
for equitable treatment of the Integrated
producer, the 1943 act provides for the
allowance of a fair amount of cost In the
exempted state for certain raw materials
and agricultural commodities in the case
of integrated producers who produce or
acquire such materials or commodities
below such state and process them up
to and beyond such state (subsection
(1) (3) discussed in § 1603.344 (0)) In
this connection attention Is also directed
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to § 1604.104 (d) supra, which in effect
gives the contractor or subcontractor

-who acquires the exempted raw mate-
rials and agncultura" commodities at the
exempt-stage the benefit of a similar
special cost allowance to the extent that
such products constitute excess inven-
tory of such a contractor or subcon-
tractor. ERR 106.3]

(d) Factors in determining excessive
profits. The 1943 act defines excessive
profits to be* the portion of the profits
from the renegotiable business of the
contractor or subcontractor which in the
light of a list of factors set out in subsec-
tion (a) (4) (A) of the act is determined
to be excessive. These factors cover such
matters as efficiency, costs, capital, risk,
contribution to the war effort, character
of business, and such other factors as
the public interest and fair and equitable
dealing may require (discussed fully in
§ 1604.408 and following) ERR 106.4]

§ 1601.107 Renegotiation by fiscal
years. The 1943 act applies t9 fiscal
years ending after June 30, 1943, and re-
quires that renegotiation be conducted
on an over-all fiscal year basis. Renego-
tiation may relate to any period other
than a full fiscal year only wifh the con-
sent of the contractor or subcontractor.
The 1943 act requires that renegotiation
must relate to the aggregate of the con-
tractor's war business for the year unless
the contractor consents to the renegotia-
tion of separate contracts (subsection
(c) (1) discussed in § 1603.303) ERR
107]

11601.108 Renegotiation procedure-
(a) Mandatory filing of statement. The
1943 act requires every contractor or sub--
contractor not specifically exempted
from renegotiation to file with the Board
on or before the first day Qf the fourth
month following the close of the fiscal
year, or after the date of the enactment
of the Revenue Act of 1943, whichever is
the later, a statement containing such
information as the Board may by regula-
tions prescribe (subsection (c) (5) (A)
discussed in § 1602.220 and following)
In addition to this statement, winch is
considered to be the statement for the
purposes of the beginning of the statute
of limitations, the War Contracts Board
may requirefrom the contractor or sub-
contractor any other data, information
or records deemed desirable. ERR 108.1]

(b) Commencement of renegotiation
proceedings. The contractor or subcon-
tractor will be given reasonable notice of
the time and place for a conference with
respect to renegotiation. The mailing
of such notice by registered mail to the
contractor or subcontractor constitutes
the commencement of the renegotiation
proceedings (subsection (c) (1) dis-
cussed in § 1602.241) ERR 108.21

(c) Statute of limitations. Renegotia-
tion proceedings must be commenced
within twelve months from the close of
the fiscal year or within twelve months
of the date of the filing of the statement
referred to in paragraph (a) of this sec-
tion, whichever is the later. If such pro-
ceedings are not completed or if an agree-
ment or order determining the amount
of excessive profits is not made within

one year from the commencement of the
renegotiation proceding, the liability of
the contractor or subcontractor under
the 1943 act will be discharged. However,
this one year period may be extended by
mutual agreement (subsection (c) (3),
discussed in §§ 1603.362 and 1603.363).
ERR 108.3]

(d) Agreement or order determining
excessive profits. Upon the mailing of
th notice and the commencement of
the renegotiation, the Board will en-
deavor to make a final or other agreement
with the contractor or subcontractor
with respect to the elimination of exces-
sive piofits. If such an agreement Is not
made, the act authorizes the Board to
Issue an order determining the amount
of the execessive profits (subsection (c)
(1) discussed in § 1606.620 and follow-
Ing) ERR 108.4]

(e) Statement to the contractor or
subcontractor. Whenever a determina-
tion is made as to the amount of exces-
sive profits, whether by order or by agree-
ment, the Board or its authorlz~d agency,
at the request of the contractor or sub-
contractor, will furnish a statement et-
ting out the determination of excesive
profits made in his case, the facts used
as a basis therefor, and the 'reasons for
such determination (subsection (c) (1),
discussed in § 1605.520 and following).
ERR 108.5]

(f) Eliminating excessive profits.
When the excessive profits have been
determined either by agreement or order,
the War Contracts Board shall forthwith
direct the Secretaries to eliminate such
excessive profits (1) by reductions in
price and other contract revisions; (2)
by withholding from amounts otherwise
due the contractor or subcontractor; (3)
by directing a contractor to withhold
from amounts otherwise due to a suh-
contractor; (4) by recovery from the.
contractor by repayment, credit or suit;
or (5) by any combination of these
methods. In eliminating such excessive
profits there is allowed a credit for Fed-
eral income and excess profits taxes in
accordance with section 3806 of the In-
ternal Revenue Code (subsection (c) (2)
discussed in § 1604.440 and following)
ERR 108.6]

§ 1601.109 Delegation and review-
Ca) Delegation. The War Contracts
Board may delegate in whole or in part
any of its powers, functions or duties to
the Secretary of a Department and such
Secretary may, in turn, redelegate such
powers, functions or duties to such offi-
cers or agencies of the United States
as he may designate. He may authorize
successive redelegations (subsection (d)
(4) discussed in § 1601.131 (c)). [RR
109.1]

(b) Review by the War Contracts
Board. The determination by any person
or agency exercising the delegated pow-
ers of the War Contracts Board may be
reviewed by the Board either upon Its
own motion, or, in its discretion, a tie
request of the contractor or subcontrac-
tor. The Board's determination may be
less than, equal to, or greater than the
determination revlewed. Unless the War
Contracts Board upon Its own motion
initiates a review of the prior determina-

tion within sixty days from the date of
such determination, o3 at the request of
the contractor or subcontractor made
within sixty days from the date of such
determination Initiates a review of such
determination within sixty days from the
date of such request, such determination
becomes the determination of the War
Contracts Board (subsection (d) (5)
discussed in §§ 1606.620. and 1606.625.
ERR 109.2]

9 1601.110 Redetermination of exces-
sire profits by The Tax Court of the
United States. The Renegotiation Act
provildes that any contractor or subcon-
tractor aggrieved by a unilateral deter-
rination of excessive profits by the War
Contracts Board (under the Renegotia-
tion Act of 1943), or by the Secretary of
a D.partment (under the Renegotiation
Act of 1942), may petition The Tax Court
of the United States for a redetermina.-
tion of such excessive profits. Proceed-
ings before the Tax Court are de novo.
The Court may find an amount of exces-
sive profits less than, equal to, or greater
than the amount found by the Board.
The petition for a redetermination must
be made to the Tax Court within nmety
days after the entry of the order or the
date of the enactment of the Revenue Act
of 1943 (February 25, 1944) whichever is
the later (subsection (e), discussed in
§ 1606.630 and following) ERR 1101

§ 1601.111 Applicability - (a) Appli-
capability of the 1943 act in general. In
general, the provisions of the 1943 act
apply to all fiscal years ending after June
30, 1943. Prior fiscal years are covered.
by the Renegotiaton.Act of 1942 (section
701 (d) of the Revenue Act of 1943 cited
in §§ 1608.801 and 1601.122 (J) and (i)).
MR 111.1]

(b) Applicability in special cases.
There are several exceptions to the gen-
eral rule set forth in paragraph (a)

(1) Provisions of the 1943 act made
retroactive:

(1) Subsettions (a) (4) (C) and (a)
44) (D) relating to the adjustment of ex-

,cesslve profits for any year on account of
the recomputation of the amortization
deduction (discussed in § 1603.383 kb))-

(Ci) Subsection (i) (3) which provides
for a fair cost allowance in the exempted
state for certain raw materials and agri-
cultural commodities in the case of in-
tegrated producers and which excludes
from renegotiation the profits realized
because of the increment in value of ex-
cess inventories of raw materials and ag-
ricultural products acquired in the ex-
empted state (discussed in § 1603.344 (c)
and (d))

(II) Subsection (1) (1) (C) wich ex-
empts from renegotiation contracts or
subcontracts for certain agricultural
commodities (discussed in §1603244
(b))

(Iv) Subsection (1) (1) (D) wlch ex-
empts contracts or subcontracts with tax
exempt charitable, religious or educa-
tional organizations (discussed in
§ 1603.345)

(v) Subsection (i) (1) (F)' which ex-
empts subcontracts under prime con-
tracts or other subcontracts exempted
by subsection U) (1) (discussed mn
§ 1603.347)" and
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(vi)- Subsection (1) which provides a
short title (see § 166'1.122 (i))

(2) Provisions of the 1943 act made
effective from the date of the enactment
of the Revenue Act of 1943, February 25,
1944:

(I) Subsection (d) which creates the
War Contracts Price Adjustment Board
and sets out its organization, powers, and
duties (discussed in § 1601.131)

(i) Subsection (e) (2) which provides
for the redetermination of excessive
profits by the Tax Court in the case of
unilateral determinations by the Secre-
taries under the provisions of the Re-
negotiation Act of 1942. ERR 111.2)

(c) Termznation.of renegotiation. The
1943 act provides that amounts received
or accrued after December 31, 1944, will
not be subject to renegotiation unless
the President finds and proclaims before
December 1, 1944, that competitive con-
ditions have not been restored; in which
case renegotiation would extend to
amounts received or accrued up to any
date specified in such proclamation
which is not later than June 30, 1945.
The 1943 act also provides that in case
the President finds and proclaims on or
before June 30, 1945, that competitive
conditions have been restored as of any
date within 6 months prior to such
proclamation, renegotiation will not ap-
ply to amounts received or accrued after
such termination of the statute. A spe-
cial provision is made in the case of long
term contracts which are begun before
and completed after the termination
date (subsection (h) discussed in
1 1603.371) ERR 111.31

§ 1601.112 Appli~able and related
statutes-(a) Renegotiation Act of 1943.
The full text of the Renegotiation Act of
1943 is cited in § 1608.801 of these regu-
lations. ERR 112.11

(b) Section 3806 of the Internal Rev-
enue Code. Section 3806 of the Internal
Revenue Code, referred to in subsection
(a) (4) (D) and subsection (c) (2) of the
Renegotiation Act of 1943, is cited ir
§ 1608.802. Under that section the
amount of Federal income and excess
profits taxes assessed with respect to any
excessive profits for a prior taxable year
is credited against the amount of such
profits in computing the amount to be
refunded by the contractor or otherwise
recovered. The effect of section 3806 of
the Internal Revenue Code and of the
Current Tax Payment Act of 1943 is dis-
cussed in § 1604.440 and following.
ERR 112.21

(c) Title XIII of Second War Powers
Act. Under subsection (c) (5) (B) the
War Contracts Board is given the powers
of inspection and audit of an agency des-
ignated by the President to exercise pow-
ers under Title XIII of the Second War
Powers Act, 1942. For convenience, Title
XIII is cited in § 1608.803 of -these regu-
lations. The authority to make such in-
spections and audits is discussed in
§ 1606.601 and following. ERR 112.31

(d) Repricing of war contracts. Title
VIII of the Revenue Act of 1943 provides
that in cases in which the Secretary of
a Department considers the price of any
article or service required by his Depart-
ment to be unreasonable or unfair he

may fix by agreement, if possible, a fair
iad reasonable price therefor. If no
agreement can be reached, the Secretary
is authorized to fix, by order, a fair and
reasonable price for deliveries after the
date of such order and to prescribe the
period during which such price shall be
effective and such other terms and condi-
tions as he deems appropriate. Contrac-
tors or subcontractors aggrieved by such
an order may sue the United States for
fair and just compensation. Repricing
under Title VIII applies to both prime
and subcontractors and applies without
exemption or restriction until the end
of the war. The statutory provisions re-
lating to repricing are cited in § 1608.804.
ERR 112.4]

SUBPART B-PRELIMINARY MIATERIAL

1. Section 1601.121 is amended by the
addition of paragraph (b) as follows:

§' 1601.121 Applicability of Renegotia-
tion Regulations. * * *

(b) Resczssion of prior instructions.
(1) These regulations supersede all out-
standing instructions of the War Con-
tracts Board.

(2) Regulations of general applica-
tion will be issued by the War Contracts
Board only through amendments or ad-
ditions to these Renegotiation Regula-
tions.

(3) The revocation of prior instruc-
tions shall not affect the validity of any
action taken in conformity with them
before their revocation. ERR 121.2]

2. Section 1601.122 (k) is corrected to
read as follows:

§ 1601.122 Definition of terms. * * *
(k) "Renegotiation Act of 1942" "1942

act" The terms "Renegotiation Act of
1942" and "1942 act" mean section 403
of the Sixth Supplemental National De-
tense Appropriation Act, 1942 (Public
528, 77th Congress, approved April 28,
1942) as amended by section 801 of the
Revenue Act of 1942 (Public 753, 77th
Congress, approved October 21, 1942)
by section 1 of the Military Appropria-
tions Act, 1944 (Public 108, 78th Con-
gress, approved July 1, 1943) and by
Public 149 (78th Congress, approved July
14, 1943) and as further amended by
section 701 (b) of the Revenue Act of
1943 (Public 235, 78th Congress, enacted
February 25, 1944) to the extent that sec-
tion 701 (d) of the Revenue Act of 1943
makes the amendments made by section
701 (b) effective as if they had been a
part of section 403 of the Sixth Supple-
mental National Defense Appropriation
Act, 1942, on the date of its enactment,
April 28, 1942. ERR 122.111

3. Sections 1601.124, 1601.126, and
1601.127 are amended, and § 1601.128 is
added, as set forth below.

§ 1601.124 Amendments and addi-
tions. (a) When amendments or addi-
tions to these regulations are adopted by
the War Contracts Board, they will be-
come effective at once unless otherwise
specified, but will not affect the validity
of any determination theretofore made
in accordance with prior regulations.

(b) All changes in these regulations
'and all additions to them will be issued
in the form of additional or revised

pages for this document. These regu-
lations In loose-leaf form will be placed
in the hands of Interested personnel in
the Departments. New and revised
pages will be sent from time to time to
the Departments for distribution to
holders of the Renegotiation Regula-
tions within the Departments. ERR-
1241

§ 1601.126 Federal Register These
regulations are being published in the
FEDERAL REGISTER. Changes and addi-
tions will be so published from time to
time as directed by the War Contracts
Board. ERR 126]

§ 1601.127 Official copies. Official
copies of the statutes referred to herein
may be obtained from the Superintend-
ent of Documents, U. S. Government
Printing Office, Washington 25, D. C.
Official copies of Executive Orders cited
herein are set out in the FEDERAL RvIs-
TER, which may also be procured from the
Superintendent of Documents. ERR 1271

§ 1601.128 Co pie s of Renegotiation
Regulations. It is anticipated that the
original Renegotiation Regulations,
along with twelve monthly supplements
embodying., additions and amendments
thereto published during the preceding
month in the FEDERAL REGISTER, will be
available in loose-leaf form for a sub-
scription price of $2.00 from the Super-
intendent of Documents, U. S. Govern-
ment Printing Office, Washington 25,
D.C. [RR 128]
SUBPART C---ORGANIZATION AND FUNCTIONS

OF THE PRICE ADJUSTLIENT BOARDS AND
SECTIONS

Section 1601.133 is amended to read as
follows:

§ 1601.133 -Navy Department organiza-
tion-(a) Navy Price Adjustment Board.
The Secretary of the Navy has estab-
lished the Navy Price Adjustment Board
to conduct renegotiation under the
supervision of the Chairman of the
Board. The Board has four divisions
located in Washington, New York Chi-
cago and San Francisco, respectively,
LRR 133.1]

(b) Services and Sales Renegotiation
Section. In the Procurement Legal Divi-
sion, Office of the Under Secretary of the
Navy, there has been established a Serv-
ices and Sales Renegotiation Section
which specializes in the renegotiation of
sales agents and brokers. This section
has its headquarters in Washington and
divisional offices in Washington, New
York, Chicago and Los Angeles. ERR
133.2]
SUBPART D-RELATION OF RENEGOTIATION

ACT AND ROYALTY ADJUSTMENT ACT CON-
CERNING PATENTS

Sections .1601.142 and 1601.143 are
amended by the insertion of cross ref-
erences, so that the text thereof, as
amended, will read as follows.

§ 1601.142 Patent licenses subject to
renegotiation. Patent licenses granted
to the United States and those granted
to Departmental contractors or subcon-
tractors are subject to renegotiation.
(See §§ 1603.334 (c) and 1603.388 (a))
ERR 142]

6156



FEDERAL REGISTER, Wednesday, June 7, 1914

§ 1601.143 Allowance of royalties as
costs. The allowance of royalties under
patent licenses as costs in renegotiation
and the effect given to determinations
under-the Royalty Adjustment Act are
discussed in § 1603.388 (a) ERR 1431

PART 1602--PRocEDuRE FOR RENEGO-
TIATION '

SUBPART B-PRELI InARY INFORSATION RE-
QUIRED O CONTRACTORS

Section 1602.222 is amended in the fol-
lowing respects: Subparagraph (4) is
added to that portion of the text preced-
ing paragraph (a)- paragraph (a) is
amended by redesignating the text
thereof as paragraph (a) (1) and by
adding subparagraph (2), paragraph (f)
is added.

§ 1602.222 Filing of mandatory finan-
cial statements. * * *

(4) There is hereby prescribed as the
form of mandatory financial statement
required to be filed by public utilities
(including but not limitd to those fur-
nushing gas, electric power, rail, air or
water transportation, telegraph, tele-
phone, cable or radio communication)
and by steamship operating companies, a
statement containing the following:

Name and address of contractor.
Names of companies, if any, under the

control of, or controlling, or under commn
control vith the contractor.

Nature of principal business.
Date of expiration of fiscal year.
Balance Sheet, Profit and Loss Statemet

and Surplus Statement of the contractor for
latest completed fiscal year.

Declaration by the contractor that it will
furnisn such further and additional Infor.
mation as may b~e required by or on behalf
of the War Contracts Board.

Such statement shall be executed on
behalf of the contractor by his duly au-
thorized representative and shall con-
tam a certificate that the representa-
tions thereby submitted are true and
correct to the best of his knowledge and
belief. [R 2221

(a) Sufficiency of contents. (1) Ex-
cept as hereinafter stated, the forms of
" standard Form of Contractor's Report"
are required to be prepared in duplicate
in accordance with the instructions
which relate to them respectively and
which appear in § 1607.701 (b) (d) and
(f) The Reports are required to com-
prise all the information and exhibits
specified by the forms and-the instruc-
tions. However, if all the information
called for by the appropriate "Standard
Form of Contractor's Report" has been
furnished by the contractor to an Agency
authorized to conduct renegotiation pro-
ceedings under the 1943 act, the contrac-
tor may complete the "Standard Form of
Contractor's Report" by incorporating
by reference the information so fur-
rushed and making a specific statement
of the time and place of such filing. In
such case, the fact that the information
has been received will be certified to by
the renegotiating Agency on the copy of
the "Standard Form of Contractor's Re-
port" which it will forward to the War

19 F.R. 4140.

Contracts Board within sixty days after
the date of receipt of the Report by such
Agency. A "Standard Form of Contrac-
tor's Report" so prepared and filed will
be deemed to constitute a sufficient com-
pliance with the mandatory filing re-
quirements of this section in the ab-
sence of a notice of insufficiency cent to
the contractor within 90 days after the
Report has been filed.

(2) Where a Department to which a
contractor has been assigned for renego-
tiation or the Assgnments and Statistics
Branch determines that it Is not feasible
for a contractor to furnLh all of the in-
formation provided for In the Standard
Form of Contractor's Report on or before
the date specified in the 1943 act, such
contractor may file such report contain-
ing such information as he can feasibly
supply, which in all cases shall include
at least the contractor's balance sheet,
profit and los statement and surplus
statement for his lhtest completed fiscal
year and shall state in such report that
the information not contained therein or
such other information as the Depart-
ment or such Branch may require, will
be furnished within such period as the
Department or such Branch may desig-
nate. In any such case the filing of such
a statement on or before the date speci-
fied in the act and its acceptance by such
Department or such Brhnch shall con-
stitute compliance by the contractor with
the provisions of subsection (c) (5) (A).
[RR 222.1]

* 0 0 0 0

(f) Filing of mandatory financial
statements by parent and subsidiary cor-
porations on a consolidated basis. Par-
ent and subsidiary corporations which
constitute an "affiliated group" as de-
fined In subsection (d) Of section 141
of the Internal Revenue Code may
satisfy the requirements for filing of
mandatory financial statements under
the first sentence of subsection (c) (5)
(A) of the Renegotiation Act of 1943 by
filing a "Standard Form of Contractor's
Report" on a consolidated basis. When
such a consolidated "Standard Form of
Contractor's Report" Is filed there shall
also be filed a "Standard Form of Con-
tractor's Report" for each subsidiary
corporation (except as noted below) but
any such subsidiary corporation report
may be completed by writing thereon a
statement that a consolidated report has
been filed by the parent company.
Where any such subsidiary corporation
has not received or accrued during the
applicable period any amount whatever
under renegotiable contracts with the
Departments and subcontracts (I. e., con-
tracts or subcontracts not exempt from
renegotiation by contractual provision
pursuant to subsection (i) or contracts
or subcontracts which are not exempted
under subsection (i) of the Renegotia-
tion Act of 1943) no report need be
Mled by it.. ERR 222.6]

SUBPART D---COIMUCT OF RMMrOTTA0:.'

Section 1602.243 is added as set forth
below.

§ 1602.243 Process of renegotiation.
The general principles applicable to the

conduct of renegotiation and the urocass
of arriving at a renegotiation determma-
tion are discussed in s 1604.402 (c).
[R 2431
SuRPA T -COZIPLZON Or r05 7E'cOT1,TIO

Subpart E is added, as set forth below.

2:ce
1602±5I
1C2251

1022.53

16,2255

Scope of subpert.
Prcparation of cgrearnint.
Preparation of statement to cn-

tr.ctor.
Admina-tratlon of a grma nts.
Prcgre- re:prtz.
Control of dc-uments.

SUBPART ---cO=LE.o: or' r=-EToTn IO

§ 1602.250 Scope of subpart Tis
subpart refers to the steps taken upon
the completion of a renegotiation result-
ing in a voluntary agreement, to the ad-
ministration of agreements and unil.-
eral determinations, and to progress re-
ports. [RR 2501

§ 1602.251 Preparation of agreement.
When a tentative settlement has been
agreed upon, the Department conducting
the renegotiation will promptly prepare
a form of agreement (see Subpart A of
Part 1605) [RR 2511

§ 1602.252 Preparation of statement
to contractor. In Subpart B of Part;
1605, the furnishing of a statement to the
contractor is dealt with. R1 2521

§ 1602.253 Administratimo of agree-
ments. Administration of voluntary
agreements or of unilateral detenina-
tfons by the Department to whom the
contractor was assigned for renegotiation
is referred to in § 1605.509. ERR 2531

§ 1602.254 Progress reports. (a) The
organization designated as the Assign-
ments and Statistics Branch of the War
Department Price Adjustment Board will
be regarded by the War Contracts Board
as the official source of information as
to the Government's over-all progress of
renegotiation. This Branch will in effect
actually serve the War Contracts Board
although constituted an the Renegotia-
tion Division, Army Service Forces.
(b) The several Departmental Boards

and services will prepare and furmsn to
the Assignments and Statistics Branch
as at the close of business each Friday
the appropriate Weekly Progress Report
(Form SPRA-O in the case of Depart-
ments, see § 1607.751 (a) and (b), and
Form SPRA I in the case of Serv-
ices, § 1607,751 (c) and (d)) On the
basis of the information supplied in
the Weekly Progress Reports of the
several Departments, the Assignments
and Statistics Branch will prepare bi-
weekly Status of Renegotlation Re-
ports (Form SPRA I-BB) and Opera-
tions Reports (Form SPRA I-CC)
and will furnish the same to the War
Contracts Board and the Departmental
Boards (see § 1607.751 (f) and C)) On
the basis of the information supplied in
the Weekly Progress Reports of the Serv-
ices, the Assignments and Statistics
Branch will prepare bi-weekly Status of
Renegotiation Reports (Form SPRA I-B,
set forth in § 1697.751 (e) and Opera-
tions Reports (Form SPRA I-C, set forth
in § 1607.751 (g)). [RR 2541
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§ 1602.255 Control of documents. (a)
Renegotiation Agreements, Reports of
Renegotiation, records, files, correspond-
ence, memoranda and all other docu-
ments containing financial and business
information pertaining to renegotiation
with specific contractors are the property
of the Government of the United States.

(b) Such documents are not to be dis-
tributed, nor their contents revealed, to

any person having no legitimate right
thereto.

(c) Upon transfer or separation from
employment in renegotiation, or any

other employment in winch possession or
custody of such documents is authorized,
all personnel will return such documents
to a responsible official. [RR 255]

PART 1603-DETERINATION or RENEGO-
TIABLE BusINEss AND COSTS

Part 1603 governing determination of
renegotiable business and costs is added,
as set forth below.

SUBPART A-OVER-ALL BASIS FOR RENEGOTIATION
AND EXCEPTIONS

Sec.
1603.301 Over-all basis for renegotiation.

(a) Statutory provisions.
(b) Use of over-all basis.

1603.302 Differing accounting methods.
1603.303 Renegotiation on an individual or

group contract basis.
1603.304 Cost-plus-fixed-fee contracts.

(a) Separate consideration.
1603.305 Joint venture contracts.
1603.306 Treatment of contracts with fixed

profit limitations.
(a) Included in renegotiation.
(b) Method of renegotiation in such cases.

1603.307 Treatment of contracts with price
adjustment provisions.

(a) Subject to renegotiation.
(b) Method of renegotiation.
(c) Certain shipbuilding contracts.

1603.308 Treatment of other contract claims.
1603.309 Renegotiation of parent and sub-

sidiaries on consolidated basis.
(a) When authorized.
(b) Definition of "affiliated group"

1603.310 Consolidated basis in cases of com-
mon ownership.

(a) When 'authorized.
1603.311 Allocation of excessive profits in

cases of consolidated renegotiation.
1603.312 Where consolidated basis not used.

SUrPART B-IEHODS FOR SEGREGATING SALES
BETMEEN RENEGOTIABLE AND NON-RENEMOTI-
ABLE BUSINESS

1603.320 Scope of subpart.
1603.321 ResponsilVility for segregation.

(a) Making of segregation.
(b) Suggested methods.

1603.322 Methods of segregating sales.
(a) General approach.
(b) Specific segregation.
(c) Sales not susceptible of specific seg-

regation.
(d) Types of classification for general seg-

regation.
(e) Applicable basis for percentages of

allocation.
(f) Use of reports to Government.

1603.323 Segregation with respect to con-
tracts with RFC subsidiaries.

SUBPART C--CONRACTS AND SUBCONTRACTS
WTHIN THE SCOPE O THE.1943 ACT

1603.330 Scope of subpart.
1603.331 General coverage of 1943 act.

(a) Statutory provision.
(b) Contracts without renegotiation

clauses.
(c) Exemptions and exclusions.

Sea.
1663.332 Contracts with the Departments.

(a) General.
(b) Treasury procurement schedule of

supplies.
(a) Lend-lease contracts.
(d) Cost-plus-fixed-fee contracts.
(e) Management fee contracts:
(f) Army Post Exchange and Army Ex-

change Service contracts.
(g) Navy ship's service stores contracts.
(h) Panama Canal contracts.
(i) Panama Railroad Company contracts.

1603.333 General interpretation of subcon-
tracts.

(a) Statutory definitions.
(b) Interpretation of definition.
(c) When machinery, equipment or ma-

terials "used in processing"
(d) General effect of interpretation.
(e) Allocation of sales.

1603.334 Specific interpretations of "sub-
contract"

(a) Standard commercial articles.
(b) OPA price ceilings.
(c) Patent licenses as subcontracts.
(d) Subcontracts for office supplies.

1603.335 Contracts and subcontracts involv-
ing real property.

(a) Contracts and subcontracts for exist-
ing real property.

(b) Agreements for fixtures, construction
and improvements on real property.

1603.336 Brokers, manufacturers' agents,
and dealers; subcontracts.

SUBPART D-MANDATORT EXE]MPTIONS AND
EXCLUSIONS FROM RENEGOTIATION

1603.340 Scope of subpart.
1603.341 The mandatory exemptions,
1603. 42 Authority to interpret.

(a) Statutory provision.
(b) Scope of authority.

1603.343 Contracts and subcontracts with
other Governmental agencies.

(a) Statutory exemption.
(b) Interpretation and applidation of ex-

emption.
1003.344 Contracts and subcontracts for cer-

tain raw materials and agricultural com-
modities.

(a) Raw materials.
(b) Agricultural commodities.
(c) Cost allowance for raw materials and

agricultural commodities in the case
of integrated producers.

(d) Profits from increment'in value of ex-
cess inventories. a

1603.345 Contracts or subcontracts with
tax-exempt charitable, religious and edu-
cational institutions.

(a) Statutory exemption.
(b) Internal Revenue Code.

1603.346 Construction contracts awarded as
a result of competitive bidding.

(a) Statutory exemption.
(b) Interpretation and application of ex-

emption.
1603.347 Subcontracts under exempt con-

tracts and subcontracts.
(a) Statutory exemption.
(b) Interpretation and application of ex-

emption.
1603.348 Annual receipts under statutory

minimum.
(a) Statutory provision.
(b) Computation of aggregate receipts and

accruals.
(c) No reduction by refund below exemp-

tion.
(d) Tests of "control"
(e) Subcontracts under contracts exempt

under the statutory minimum.

SUBPART E-ERZIsSIVE E xE.PIONS FROM
RENEGOTIATION

1603.350 Scope of subpart.
1603.351 Contracts and subcontracts to be

performed outside of the United States.
(a) Statutory authority.
(b) Exemption.

Sec.
1603.352 Contracts and subcontraots whore

profits determinable when price estob-
lished.

(a) Statutory authority.
(b) Exemption.

1603.353 When contract provisions ade-
quate to prevent excessive profits.

(a) Statutory authority.
1603.354 Contracts and subcontracts for

standard commercial articles.
(a) Statutory authority.
(b) Interpretation and application.

1603.355 Contracts and subcontracts when
effective competition is likely to exist.

(a) Statutory authority.
(b) General interpretation of exemption.
(c) Application of exemption to construc-

tion contracts.
1603.356 Subcontracts as to which it is not

administratively feasible to determine
and segregate profits.

(a) Statutory authority.
(b) Exemption.

1603.357 Delegation of authority to malo
permissive exemptions.

1603.358 Requests for exemption,

SUBPART F-LIMITATIONS ON COMMqlIENCEMENT
AND COMupLETION OF RENEGOTIATION

1603.360 Scope of subpart.
1603.361 Statutory provision.
1603.062 Commencement of renegotiation

proceedings.
1603.363 Completion of renegotiation pro-

ceedings.

SUBPART G--TERPAINATION O RENEGOTIATION

1603.370 Scope of subpart.

1603.371 Statutory provision.

SUBPART H-COSTS ALLOCADLE AND ALLOWADL'L

AGAINST RENEGOTIABLE BUSINESS

1603.380 Scope of subpart.
1603.381 Statutory provisions and general

regulations.
(a) Determination of costs.
(b) "Recomputatlon" of amortization de

duction prior tb renegotiation;
carry-overs and carry-backs.

(c) Renegotiation rebate where "recompt-
tation" of amortization deduotion
follows renegotiation.

(d) Profit, cost allocation and allowance;
general.

1603.382 Salaries, wages and other compen-
sation.

(a) Allocation.
(b) Allowances.
(c) Wage and salary stabilization.
(d) Application of stabilization orders in

renegotiation.
(e) Brokers' commissions.
(f) Pension, annuity, stock bonus and

profit sharing plans.
1603.383 Amortization and depreciation.

(a) Allocation.
(b) Accelerated aiortization and renego-

tiation rebate.
(c) Depreciation.

1603.384 Conversion to war production.
1603.385 Losses.

(a) Costs or losses on non-war ventures.
(b) War losses.
(c) Losses from prior or subsequent years.

1603.386 Interest.
(a) Allocation.
(b) Allowance.

1603.387 Advertising expenses.
(a) Allocation.
(b) Allowance.

1603.388 Other costs, expenses and reserves.
(a) Patent royalties.
(b) Corporate charitable contributions.
(c) Cost allowance in connection with raw

materials.
1603.389 State income taxes.

I a) In general.
b) Adjustment for State tax imposed at a

"fiat rate"
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Sec.
(c) Adjustment for graduated State tax.
(d) Multiple State income taxes.
(e) State income tax measured by income

for preceding year.
(f) Adjustment for State income tax of

contractor operating as a partner-
ship or sole proprietorship.

SUBPART A-OVER-ALL BASIS FOR PIENEGOTIA-

TION AND EXCEPTIONS

1 1603.301 Over-all basts for renegoti-
ation-(a) Statutory 27rovstons. Sub-
section (c) (1) of the Renegotiation Act
of 1943 provides in part:

* The Boara shall exercise its pow-
ers with respect to the aggregate of the
amounts received or accrued during the fiscal
year (or such other period as may be fixed by
mutual agreement) by a contractor or sub-
contractor under contracts with the Depart-
ments and subcontracts, and not separately
with respect to amounts received or accrued
under separate contracts with the Depart-
ments or subcontracts, except that the Board
may exercise such powers separately with
respect to amounts received or accrued by the
contractor or subcontractor under any one or
more separate contracts with the Departments
or subcontracts at the request of the con-
tractor or subcontractor.

ERR 301.1)

(b) Use of over-all baszs. (1) This
provision requires the War Contracts
Board to renegotiate on a fiscal year basis
(or such other period as may be fixed by
mutual agreement)' It also requires that
renegotiation be conducted upon an over-
all basis unless-the contractor or subcon-
tractor requests, and the Board agrees,
that such renegotiation be conducted
with respect to his contracts and subcon-
tracts separately or as two or more
groups.

(2) Generally, renegotiation will be
conducted on the basis of the amounts
received or accrued by a contractor from
his renegotiable contracts and subcon-
tracts for a past fiscal year. Under this
method excessive profits are determined
by examining the contractor's financial
position and the profits from such con-
tracts and subcontracts taken as a whole
for a particular fiscal year rather than
by separate analysis 6f each contract or
subcontract. This avoids problems of
allocation of costs and profits, as between
-each contract and subcontract, allows
the contractor to offset the results of one
contract against another and simplifies
administration. ERR 301.21

§ 1603.302 Differzng accounting meth-
ods. Should there be employed a method
of computing profit in a renegotiation
under the 1943 act which is different
from that employed in renegotiation for
a past fiscal year, the Department con-
ducting the renegotiation under the 1943
act must see that the interest of the
Government with xespect to renegotia-
tion for the past fiscal year is adequately
protected against renegotiable business
escaping renegotiation because of the
change. The interest of the Government
in connection with renegotiation for fu-
ture years must also be protected. These
principles apply to renegotiation con-
ducted with respect to a fiscal year, to a
period other than a fiscal year or on a
single or group contract basis. ERR 302]

§ 1603.303 Renegotiation on an indi-
vidual or group contract basis. (a) At
the request of the contractor or subcon-
tractor renegotiation may be conducted
"separately with respect to amounts re-
ceived or accrued by the contractor or
subcontractor under any one or more
separate contracts with the Departments
or subcontracts. " *" Some con-
tractors in construction, shipbuilding
or other industries account for profits
on contracts only in the fiscal year
in which such contracts are completed
rather than currently in proportion
to the percentage of work completed,
percentage of estimated cost incurred,
or otherwise. In view of the difficul-
ties of accurately apportioning the
profits on contracts of come types to
specific fiscal years, contractors may
request that contracts be renegotiated on
a completed contract basis, although
some other basis may be used for Federal
income tax purposes. Such request may
be granted by the Department to which
the contractor is assigned for renegotia-
tion and will ordinarily be granted, pro-
vided (1) the contractor agrees to in-
clude in the renegotiation all such con-
tracts and subcontracts completed up to
the end of the latest completed fiscal
year which is under renegotiation and
(2) the contractor's accounting proce-
dures are such as to establish or provide
an accurate basis for the determination
of costs and profits under such contracts
and subcontracts. The contracts and
subcontracts renegotiatea on this basis
may be renegotiated individually or when
practicable as a group subject to such
separate treatment as may be required
because of the different types of con-
tracts involved (such as fixed-price, cost-
plus-fixed-fee, price minus contracts,
contracts subject to contractual or statu-
tory fixed-profit limitations and con-
tracts providing for redetermination or
revision of the contract price during the
life of the contract) In this connection,
attention Is directed to § 1603.306 and
1603.307.

(b) In the event that contracts to be
renegotiated on a completed contract
basis are uncompleted at the termina-
tion date of the 1943 act, the Depart-
ment to which the contractor is as-
signed for renegotiation will be guided
by the provisions of § 1603302 as well as
by the principles of subsection (h) of
the 1943 act (see § 1603.370 and follow-
ing) [RR 3031

§ 1603.304 Cost-plus-Ted-fee con-
tracts-(a) Separate consideration. The
financial and other data upon which the
renegotiation is based must clearly re-
flect the financial results of perform-
ance of cost-plus-fixed-fee contracts and
subcontracts separately from the finan-
cial results of performance of other
contracts and subcontracts. According-
ly, the amounts received or accrued and
costs paid or incurred on such cost-
plus-fixed-fee contracts must be segre-
gated from such amounts relating to
other renegotiable contracts and sub-
contracts, so that an appropriate ap-
praisal of the profits from such cost-
plus-fixed-fee contracts and subcon-
tracts can be made. ERR 304.1]

§ 1603.305 Joint venture contracts.
Where two or more parties enter into an
arrangement for the performance Joint-
ly of one or more projects, the combi-
nation resulting from such arrange-
ment is commonly referred to as a "joint
venture' Such a joint venture is re-
garded as an entity which, with respect
to Its contracts or subcontracts within
the scope of the Renegotiation Act of
I43, Is a "contractor" or "subcontrac-
tor" within the meaning of the act.
Therefore, the jomt venture is renego-
tiated with respect to its renegotiable
contracts and subcontracts without re-
gard to other contracts or subcontracts
which may be held by the members of
the Joint venture. [RR 3051

§ 1603.306 Treatment of contracts
with fixed profit limitations-(a) Includ-
cd in. renegotiation. Certain contracts
with various Departments, particularly
the Navy Department, Maritime Com-
misslon, and War Shipping Adminstra-
tion, are subject to provisions limiting
the contractor's profit thereunder to a
fixed percentage of the total sales or
contract prices or costs within the scope
of such limitation. Such contracts will
be included in renegotiation but the
agreement made therein shall reserve to
the Department having this independent
duty, the corresponding right to deter-
mine and collect profits, if any, in ex-
cess of such limitation. ERR 305.1]

(b) Method of renegotiation zns such
cases. The contractor's sales or contract
prices and costs under contracts subject
to such profit limitation shall be included
with the sales or contract prices and costs
of his other renegotiable business, unless
segregation shall ,be deemed necessary
by a Department. Where the contract
has not been finally audited the con-
tractor shall be allowed to set up and
shall be required to maintain an actual
reserve to cover his liability in connection
with such profit limitation in an amount
by which the contractor's profit within
the scope of such limitation is estimated
to exceed the maximum allowable profit
thereunder. The provision for the estab-
lishment of the reserve will be treated
as a reduction In net profits rather than
an increase in costs or a reduction of
sales. This reserve should be allowed on
the condition that the contractor will
report to the Department conducting the
renegotiation and will pay to the United
States as excessive profits in renegotia-
tion so much of such reserve as he is not
required to repay under such urofit limi-
tation and as shall be required to be so
paid by such Department. [RR 306.21

§ 1603.307 Treatment of contracts
wsith price adjustment ptomszons-(a)
Subject to renegotiation. Certain con-
tracts provide for escalation, redeter-
mination or revision of the contract price
during the life of the contract. These
contracts are subject to renegotiation un-
less otherwise exempted, but their pro-
visions necessitate special treatment.
Except for certain shipbuilding contracts
referred to in paragraph (c) the method
of handling certain situations arising in
connection with such contracts on rene-
gotlation is discussed In paragraph (b).
ERR 307.1]
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(b) Method of renegotiation. (1)
Upon over-all renegotiation involving
such contracts, if the price for the period
under review is expected to be retroac-
tively reduced after the completion of the
renegotiation proceedings, then in deter-
mining excessive profits the contractor
should be permitted to set up a reason-
able reserve to cover the estimated refund
under the contract for the period under
review. Similarly if the contract clause
is expected to result in a retroactive up-
ward revision of the price for the period
under review, an allowance therefor
should be made on the basis of reasonable
estimates and included in the renegotia-
ble income of the contractor.

(2) In making such estimates the con-
tracting officer should be consulted.
Whenever the retroactive adjustment un-
der such clauses will substantially affect
the contractor's over-all profits for the
period covered by renegotiation, produc-
tion experience will generally be sufficient
to permit a reasonable estimate of the
amount of the probable refund or addi-
tiondl payment.

(3) Where the retroactive effect of the
price adjustment clause would materially
affect the basis of the settlement, but
cannot be reasonably estimated, the mat-
ter may in certain instances be handled
by disregarding the operation of the
clause in over-all renegotiation and by
amending the contract provision to make
any retroactive adjustment inapplicable
to the period covered by renegotiation, as
is the case under the more recent forms
of such price adjustment clauses.

(4) This paragraph does not cover the
method of handling certain shipbuilding
contracts referred to in paragraph (c)
below. ERR 307.21'

(c) C e r t a z n shipbuilding contracts.
Certain shipbuilding contracts with the
Navy Department and Maritime Commis-
sion provide for escalation, price savings
and for redetermination or revision of
the contract price during the life of the
contract and the Department with which
the contract is made is charged with the
duty of auditing and %determimng the
amount to be paid the contractor for
work performed under such contracts.
Furthermore, under regulations of the
Maritime Commission when two or more
vessels are constructed under separate
contracts as a single undertaking the
profit or loss resulting from performance
of the single undertaking may be allo-
cated equally to each vessel. Such con-
tracts are subject to renegotiation unless
otherwise exempt, but their provisions
necessitate special treatment with re-
spect to which the Department with
which the contracts are made should be
consulted. [RR 307.3]

§ 1603.308 Treatment of other con-
tract claims. If a contractor has claims
other than of the kind discussed in
§§ 1603.306 and 1603.307 which may affect
his profits from renegotiable business for
the period under review, such claims
should be revealed in the financial or
other data upon which the renegotiation
is based. ERR 308]

§ 1603.309 Renegotiation of parent
and subsidiaries on consolidated basis-
(a) When authorized. Renegotiation of

parent and subsidiary compames may, in
the discretion of the Department con-
ducting the renegotiation, be conducted
on a consolidated basis whether or not
the parent and subsidiaries constitutean
"affiliated group" as defined in subsection
(d) of section 141 of the Internal Rev-
enue Code. ERR 309.1]

(b). Definition of "affiliated group"
Section 141 (d) of the Internal Revenue
Code Is as follows:

(d) Definition of "affiliated group." As
used in this section, an "affiliated group"
means one or more chains of includible cor-
porations connected through stock owner-
ship with a common parent\ corporation
which is an includible corporation If-
(1) Stock possessing at least 95 per centum

of the voting power of all classes of stock
and at least 95 per centum of each class of
the nonvoting stock of each of the includible
corporations (except the common parent cor-
porations) is owned directly by.one or more
of the other includible corporations; and

(2) The common parent corporation owns
directly stock possessing at least 95 per cen-
tum of the voting power of all classes of
stock and at least 95 per centum of each
class of the nonvoting stock of at least one
of the other includible corporations.

As used In this subsection, the term "stock"
does not include nonvoting stock which Is
limited and preferred as to dividends.

[RR 309.2)
§ 1603.310 Consolidated basis in cases

of common ownership-(a) When au-
thormed. If two or more business enter-
prises are under common control as a
result of common ownership, rather than
as a result of parent-subsidiary relation-
ship, renegotiation on a consolidated
basis may be appropriate if:
(1) Such consolidation is reasonably

necessary for the protection of the In-
terests of the Government. This Is es-
pecially likely if one or more of such.
enterprises is a subcontractor of another
of the enterprises commonly owned; and

(2) The extent of the common owner-
ship is such that consolidation for rene-
gotiation purposes is not, in the opinion
of the Department conducting the rene-
gotiation, Inequitable to minority inter-
ests in one or more of the enterprises.

It is not essential that the interests of
the common owners be identical in ex-
tent or nature in each of the enterprises
commonly owned. [RR 310.13
-§ 1603.311 Allocation of. excessive prof-

its in cases of consolidated renegotiation.
(a) In renegotiation on a consolidated
basis, careful scrutiny will be given to the
methods employed in segregating costs
as well as income as between the corpo-
rations or enterprises included in the
consolidated renegotiation, particularly
where the type of business conducted by
one is different and distinct from the
type of business conducted by the others
in the consolidated group.

(b) Excessive profits must be allocated
among the corporations or enterprises
included in the renegotiation, and the re-
negotiation agreement must disclose the
allocation. If excessive profits have been
realized and the renegotiation agreement
merely imposes liability generally on the
entire consolidated group for the profits
found to be excessive, without fixing the

-separate liability, then the members of
the group may not be allowed a deduc-
tion from their income for Federal tax
purposes for the amount of excessive
profits to be eliminated under the agree-
ment, or a tax credit under section 3806
of the Internal Revenue Code. The ex-
cessive profits must be so allocated even
though some or all of the members of
the consolidated group participate In fil-
ing a consolidated Federal tax return,

(c) In case the group consists only of
parent and subsidiaries, only the parent
need sign the renegotiation agreement,
unless the renegotiation agency requires
otherwise. (See § 1605.502 (1).) In other
cases one agreement will suffice but It
must be executed by all members of the
group.

(d) To make such allocations of tho
excessive profits, a review of the uncon-
solidated financial statements of each
member of the group must be made, and
the record must show a proper basis for
the allocation. ERR 311]

§ 1603.312 Where consolidated basis
not used. Whenever parent and subsld-
iary companies are renegotiated not on a
consolidated basis but separately, renego-
tiations with the Individual members of
the controlled group should be conducted
concurrently if possible. ERR 3121
SUBPART B-IETHODS roR SEGREOATING

SALES BETWEEN RENEGOTIABLE AND NON-
RENEGOTIABLE BUSINESS

§ 1603.320 Scope of subpart. The Re-
negotiation Act prescribes what types of
contracts are subject to renegotiation.
In practice, the difficulty of tracing and
identifying all sales with exactness, es-
pecially under lower tier subcontracts,
often necessitates the use of general
methods of segregating renegotiable and
non-renegotiable business and expenses,
This subpart deals with such methods
of segregation, and Subparts C, D, and
E discuss in detail the principles for de-
termining whether particular contracts
are subject to the act or exempt.
ERR 320]

§ 1603.321 Responsibility for segrega-
tion-(a) Making of segregation. The
contractor should In all cases make the
segregation of sales and the allocation
of costs and expenses between renego-
tiable business, and non-renegotiable
business. The contractor should submit.
a signed statement of this segregation
and allocation, explaining and justifying
the methods used. The segregation and
allocation must be satisfactory to the De-
partment conducting the renegotiation.
[RR 321.1]

(b) Suggested methods. The follow-
ing section outlines general principles
which may aid In determining an eqUi-
table method of segregation. [RRh
321.2]

§ 160a.322 Methods of segregating
sales-(a) General approach. (1) Often,
there is more than one method available
for segregating sales between renego-
tiable business and non-renegotiablo
business. In such cases the methods
available for equitably allocating the
cost of sales should be carefully consid-
ered before a final determination Is mado
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as to the method to be used in segregat-
ing sales.

(2) In determining whether specific
contracts or subcontracts are subject to
renegotiation, the principles stated in
Subparts C, D, and E will be followed.

(3) Where specific segregation is pos-
sible, this should be done in accordance

- with paragraph (b) of this section.
Where this is not feasible, the methods
discussed in paragraphs (c) to (f) of this
section should be used. ERR 322.1J

(b) Speciftc segregation. (1) Certam
sales can be specifically classified as sub-
ject to renegotiation, such as sales known
to be under:

(i) Prime contracts which are not ex-
empt.

(ii) Non-exempt subcontracts under
specific non-exempt prime contracts.

(iii) Non-exempt subcontracts for
specific products, the end use of which
is known to be within the scope of the
Renegotiation Act, such as tank parts,
cartridge disks, etc.

(2) Other sales can be specifically
classified as not subject to renegotiation,
such as sales known to be under:

(i) Prime contracts which by their
terms or the application of an exemption
provided by or established pursuant to
subsection (I) of the Renegotiation Act
are exempt or have been exempted.

(ii) Subcontracts known to be under
prime contracts or subcontracts to which,
in either case, a mandatory exemption
provded by subsection (i) (1) of the Re-
negotiation Act is applicable.

(iii) Subcontracts to which a manda-
tory exemption or a discretionary ex-
emption provided by or established pur-
suant to subsection (I) of the Renegotia-
tion Act Is applicable.

(iv) Agreements and purchase orders
for products, the end use of which is
known to be outside the scope of the Re-
negotiation Act. For example, the sale
of safety clothing to a steel mill for the
use of its employees (see § 1603.333 (d)
(2)) or the saleof building material to a
contractor for use in the construction of
a privately owned home (see § 1603.335
(b) (4))

(3) The contractor should indicate
the basis of -classification used and
should state the principles applied there-
to. (See paragraph (a) (2) of this sec-
tion.) ERR 322.2]

(c) Sales not susceptible of specific
segregation. (1) The contractor may
not be able specifically to identify all or
part of his sales as subject or not subject
to renegotiation. Such sales may in-
clude sales to retailers, wholesalers, Job-
bers, fabricators, assemblers and others
selling for both war and commercial use.
The identity of the original product may
be lost in processing. The contractor's
sales and cost of sales records may be in
such form that specific segregation can-
not be made.

(2) These types of sales should be
classified in such a manner as to permit
the application to them of certain prin-
ciples, percentages, etc., calculated lo
provide a reasonable and equitable
division between renegotiable business

No. 113---3

and non-renegotiable business. (See
1603.333 (e).) ERR 322.3]
(d) Types of classification for concral

segregation. For the purpose of making
a general segregation of sales, they may
commonly be classified by.

(1) Industry, customer or customer
group.

(2) Product or group of products.
(3) End use classification as shown on

reports to the WPB.
(4) Division, department or plant,

where the extent to which each division
is devoted to business subject to renego-
"tiatlon can be determined.

(5) Periods of the year, where the per-
cent of business subject to renegotiation
varies with the period. ERR 322.4]

(e) Applicable basis for percentages
of allocation. When sales have been
classified according to paragraph (d) of
this section such sales may be segregated
by applying ratios or percentages based
upon general or specific factors such as:

(1) The recognized or estimated ex-
tent to which certain products are being
used for war purposes as shown by gov-
ernmental, trade association or other
reports.

(2) The recognized or estimated ex-
tent to which certain industries (to
whom the contractor sells) may be en-
gaged In war business.

(3) Percentages developed through
spot check of the end use of the prod-
ucts for one or more months of the year.
The selection of the month or months
should be made only after a thorough
review of the equity of the choice by
the Departments and by the contractor.
ERR 322.5]

f) Use of reports to Government.
(1) The great majority of companies to
be renegotiated for the year 1943 used
one or more of the so-called "controlled
materials" (steel, copper, and aluminum
in various types and shapes) as primary
raw materials, secondary materials, or
in the form of component parts.

(2) Because the war demandfor these
materials greatly exceeded the supply,
their distribution was closely regulated
and they could be obtained only with
proper authorization by the War Pro-
duction Board:

(I) During the fourth quarter 1942,
under the Production Requirements
Plan ("PRP")

(ii) During the first quarter 1943,
under "PRP" -

(iII) During the second quarter 1943,
under either "PRP" or the Controlled
Materials Plan ("CMP").

(iv) During the third and fourth
quarters 1943, under "CMP"

(3) In order to secure the necessary
authorization, all companies (except
those using customer-furn shed mate-
rials) were required to file with the War
Production Board applications showing,
among other things, shipments and or-
ders analyzed by preference ratings and
by end use or claimant agencies (Army,
Navy, Aircraft, Maritime, L-nd-Lease,
etc.) Inasmuch as section 35 (A) of the
United States Criminal Code, 18 U.S.C.
80, makes It a criminal offense to make a
willfully false statement or represents-

tion to any department or agency of the
United States as to any matter within.
Its jurisdiction, the data contained in
these applications can be considered re-
liable. Material deviations from repre-
sentations in WPB reports in sales segre-
gations for renegotiation purposes should
be accepted only when extraordinary cir-
cumstances exist, and such circumstances
must be explained fully m renegotiation
reports to the department or agency con-
ducting the renegotiation.

(4) Names of "claimant agencie" and
their symbols are set forth 2n the WPB
pamphlet "Controlled Materials Plan
Major Identification Symbols" dated
January 3,1944. Copies of this pamphlet
can be obtained by writing War Produc-
tion Board. Controller Division, Wash-
ington 25, D. C.

(5) "0MP" applications and reports to
the WPB provide a ready batis for segre-
gating 1943 sales for purposes of renegoti-
ation.

(i) For manufacturers of Class Aprod-
ucts (military items such as aircraft,
ammunition, artillery, tanks, ships, elec-
tronic, etc., and their major component
parts), section A of WPB Form 732 shows
analysis of shipments by clalmant
agencies.
For- Refer tc-

lot Q1943-VPBl32 BudgetBureau No.12-
R027.2

2nd Q 1943-WPB732 Budget Bureau o. 12-
E02715

3rd Q 1943-WPB732 Budget Bureau No. 12-
R027.8

4th Q 1943-WPB732 Budget Bureau No. 12-
R027.10

lst Q 1944-VIPB732 Budget Bureau N.12-
R027.11

Nor: Separate reports usually were Wed
for each plant or divioson. To a-old omL-son
of part of the companys operatlons, ail
WPB732 forms should be Ecrutlnlzed.

Because of the character of products
manufactured, Class A producers will m
almost every instance be found to be fully
renegotiable. In rare cases, however,
certain sales by Class A producers will
prove to be exempt from renegotiation
because ultimate payment was not made
by one of the nine "Departments" speci-
fled in the Renegotiation Act.

(il) For manufacturers of Class B
products (minor military Items such as
bulldozers, component parts such as
pumps included in a number of military
Items, and non-military items) forms
CMP-4B and WPB732 show analyses of
shipments by claimant agencies.
For- Refer to--

4th Q 1942--ec. E of CUP-4B Budget
Bureau No. 12-R7EO-42

lot Q 1943-Sec. C of CGAPA4B Budget
Bureau No. 12-P.780.1

Sc. A of V7PB732 Budget
Bureau No. 12-RO27.2

2nd Q 1943--Sec. A of CAIP--B Budget
Bureau No. 12-R7 0.5

Sec. A of VWPB732 Budget
Bureau No. 12-RO2T.5

Od Q 1943--Sec. A of CMAP--4B Budget
Bureau No. 12-11780.6

Sec. A of WPB732 Budget
Bureau NO. 12-RO27.
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For- Refer to-
4th Q 1943--See. A of CMP-4B Budget

Bureau No. 12-R780.7
Sec. A of WPB732 Budget

Bureau No. 12-RO27.10
1st Q 1944-Sec. A of CMP-4B Budget

Bureau No. 12-R1780.8
Sec. A of WPB732 Budget

Bureau No. 12--R027.11
NoTE: A separate CMP-4B form was made

out for each B product. Separate WPB732
forms also were prepared for each plant or
division. The CMP-4B and WPB732 forms
contain, for renegotiation purposes, essen-
tially the same information; therefore, use
whichever Is the later.

With possible rare exceptions, shipments
classified as follows should be treated as
renegotiable:

Claimant Symbol
Aircraft -------------------------
Army ---------------------------- W, 0
Navy ---------------------------- N
Maritime --------------------- M
Lend-Lease --------------------- L

Careful analysis of shipments classified
as follows will be necessary to ascertain
that ultimate payment was made by one
of 'the nine "Departments" specified in
the Renegotiation Act.

Probable classification
Predomnantly Predominantly
Renegotiable Exempt

Office of Economic, Warfare --------------------------- E
Canadian Division ----------------------------------- D
War Food Administration ---------------------------- A 0

National Housing Agency --------------------------- H.

Petroleum Administration for War ...... P
Office of Defense Transportation ----------------.-- T
Office of War Utilities ------------------------------- U
Office of Rubber Director --------------------------- R, F
WPB Office of Operations Vice Chairman ----------- B, G, J, K
WPB Facilities Bureau ----------------------------- F
IVPB Office of Civilian Requirements -------------- S V
Special Purpose ------------------------------------ A M, FC, PX, X-1 WH, Re, SO

MRO

The most expeditious method of classify-
ing shipments of these types would ap-
pear to be through an analysis of pur-
chase orders, either by customers or by
typical months, on the basis of "major
program identification symbols" (See
pages 1 to 4 of WPB pamphlet referred
to In subparagraph (4) above.) The
same type of analysis is also suggested
for companies using customer-furnished
materials inasmuch as orders received by
them are required to carry the "major
program identification symbol"

(6) The segregation of sales for manu-
facturers of wood products, textiles,
chemicals, foods, tobacco products, and
printing and publishing items usually
can be accomplished most easily through
an analysis in terms of end-use orders
by customers. PD25A applications to
the WPB will provide information useful
for this purpose. End-use symbols are
still used by companies not operating
under "CMP" ERR 322.61

§ 1603.323 Segregation with respect to
contracts with RFC subsidiaries. In
connection with prime contracts be-
tween a contractor and Defense Plant
Corporation, Metals Reserve Company,
Defense Supplies Corporation or Rubber
Reserve Company, a segregation of sales
and allocation of costs is necessary in
order that excessive profits, if any, at-
tributable to such contracts may be
computed. (See § 1605.502 (e) and note
to article 4 of the Standard Form of
Agreement, Form I § 1607.741 (a) requir-
ing repayment of such profits to the.
RFC Price Adjustment Board.) ERR
323]
SUBPART c-CONTRACTS AND SUBCONTRACTS

WITHIN THE SCOPE OF THE 1943 ACT

§ 1603.330 Scope of subpart. This
and the following Subparts D and E
deal with the contracts and subcon-

tracts subject to renegotiation. Tins sub-
part discusses the kinds of prime con-
tracts and subcontracts which are with-
in the 1943 act, aside from exemptions,
and the following subparts cover the
exemptions (mandatory and permissive,
respectively) from renegotiation. ERR

"3301
§ 1603.331 General coverage of 1943

act-(a) Stathtory provision. Subsec-
tion (c) of-the 1943 act confers the basic
authority to renegotiate, and paragraph
(6) of subsection (c) which deals with
its application, provides that, with cer-
tain exceptions, it shall apply "to all
contracts and subcontracts, to the ex-
tent of amounts received or accrued
thereunder in .any fiscal year ending
after June 30, f943, whether such con-
tracts or subcontracts were made on,
prior to, or after the date of the enact-
ment of the Revenue Act of 1943, and
whether or not-such contracts or sub-
contracts contain the provisions requir-
ed under subsection (b) " ERR 331.11

(b) Contracts -without renegotiation
clauses. Subsection (bY of the 1943 act
requires the insertion of renegotiation
provisions in certain contracts and sub-
contracts and provides that these provi-
sions may be incorporated by reference
to such subsection. However, both sub-
sections (b) and (c) provide that re-
negotiation under subsection (c)-applies
whether or not the contract or subcon-
tract contains such provisions unless,
such contract or subcontract is specifi-
cally excluded or exempted. ERR 331.2]

(c) Exemptions and exclusions. Sub-
sections (c) (6) and (i) of the 1943 act
provide for various exclusions and ex-
emptions of contracts and subcontracts
from renegotiation. These are discussed
in detail in Subparts D and E. [RR
331.3]

§ 1603.332 Contracts with the Depart-
ments-(a) General, Subject to the ex-
emptions contained In the 1943 act, all
contracts made by the War and Navy
Departments, the Maritime Commission,
the War Shipping Administration, De-
fense Plant Corporation, Defense Sup-
plies Corporation, Rubber Reserve Com-
pany, and Metals Reserve Company are
subject to renegotiation. Contracts of
the Treasury Department subject to re-
negotiation Include:

(1) Contracts placed under section 201
of Title II of 'the First War Powers Act,
1941, 55 Stat. 839. These are principally
lend-lease contracts which may be
Identified by the symbols "DA-TPS" pre-
ceding the contract number.

(2) Contracts for strategic and criti-
cal materials placed under the authority
of the Act of June 7, 1939, 53 Stat. 811.
Such contracts made aftei March 1, 1943
may be identified by the symbols "SCM-
TPS" preceding the contract number.

(3) Contracts for supplies for refugee
relief under the Red Cross program,
placed under the authority contained in
Title II of the Third'Supplemental Na-
tional Defense Appropriation Act, 1942,
55 Stat. 817, or In section 40 of the
Emergency Relief Appropriation Act,
fiscal year 1941, 54 Stat. 627, and Title I
of the Second Deficiency Appropriation
Act, 1942, approved July 2, 1942. Su6h
contracts may be Identified by the sym-
bols "TRR" preceding the contract num-
ber. ERR 332.1]

(b) Treasury procurement schedule o/
supplies. Contracts of the Procurement
Division of the Treasury Department of
the type regularly made by It in the ordi.
.nary course of business prior to the war
period, as such, are not subject to re-
negotiation unless negotiated under au-
thority contained in Title II of the First
War Powers Act, 1941. However, pur-
chase orders, issued by other Depart-
ments under General Schedule of Sup-
plies Contracts, which are entered Into
by the Procurement Division of the
Treasury Department on behalf of all
departments and establishments of the
Government, are considered as subject to
the provisions of the 1943 act. Purchase
orders Issued by the Treasury Depart-
ment Itself under such contracts are also
considered as subject to the provisions of
the 1943 act If such purchases are for
lend-lease or for the Red Cross program.
ERR 332.2]

(c) Lend-lease contracts. All so-
called lend-lease contracts entered Into
by any of the Departments having re-
negotiation authority are subject to the
provisions of the 1943 act. However,
lend-lease contracts entered into by any
other department or agency of the Gov-
ernment are not subject to rerlegotiation
under existing law. ERR 332.31

(d) Cost-plus-flxed-fee c o i t r a o t s.
Cost-plus-fixed-fee contracts are subject
to renegotiation unless otherwise exempt,
The treatment of such contracts In re-
negotiation Is discussed in § 1603.304.
ERR" 332.4]

(e) Management lee contracts, Con-
tracts providing for a management fee
are subject to renegotiation. ERR 332.5]
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(f) Army Post Exchange and Army
Exchange Service contracts. Contracts
with Army Exchanges for the sale of
items carried by such exchanges for re-
sale are not subject to statutory renego-
tiation. Contracts entered into by the
Army Exchange Service (through the
intermediary of the Quartermaster Gen-
eral but without involving the use of
appropriated funds) are not subject to
statutory renegotiation. These conclu-
sions are based on opinions of the Judge
Ad'vocate General of the War Depart-
ment respectively dated February 20,
1943, and August 13, 1943, relating to the
1942 act. ERR 332.6]

(g) Navy ship's service stores con-
tracts. Ship's service adtivities, includ-
ing,shipi service stores, are conducted
by Navy personnel but their operations
do not involve Navy Department funds.
Their contracts are not Navy Depart-
ment contracts and are not subject to
renegotiation. Ship's stores, as distin-
guished from. ship's service stores, are
operated with Navy Department funds.
Their contracts are Navy Department
contracts and are subject to renegotia-
tion. ERR 332.7]

(h) Panama Canal contracts. Con-
tracts with the Panama Canal Zone are
subject to statutory renegotiation. Un-
der the Panama Canal Act (48 U.S.C.
1306) the President in time of war may
designate an Army officer to assume ex-
clusive authority and jurisdiction over
the Panama Canal and the government
of the Canal Zone and, by Executive Or-
der 8232 (September 5, 1939) the Presi-
dent has done so. Contracts made by
the Canal Zone are therefore treated as
contracts with the War Department.
Reference to the Panama Canal Zone
includes the Panama Canal. ERR 332.8]

(i) Panama Railroad Company con-
tracts. Contracts made by the Panania
Railroad Company, a New York corpora-
tion whose stock is owned by the United
States, are not-subject to renegotiation.

R 332.91
§ 1603.333 General interpretation of

subcontracts-(a) Statutory definitions.
(1) Subsection (a), (5) and (6) of the
1943 act provide:

(5) The term "subcontract" means
(A) Any purchase order or agreement to

perform all or any part of the work, or to
make or furnish any article, required for the
performance of any other contract or sub-
contract, but such term does not include any
purchase order or agreement t6 furnish office
supplies; or

-(B) Any contract or arrangement other
than a contract or arrangement between two
contracting parties, one of which parties is
found by the Board to be a bona fide execu-
tive officer, partner, or full-time employee of
the other contracting party. (1) any amount
payable under which is contingent upon the
procurement of a contract or contracts with
a Department or of a subcontract or sub-
contracts, or determined with reference to the
amount of such a contract or subcontract or
such contracts or subcontracts, or (1i) under
which any part of the services performed or
to be performed consists of the soliciting, at-
tempting to procure, or procuring a contract
or contracts with a Department or a sub-
contract or subcontracts: ProvWd, That
notbingih this sentence shall be construed
(1) to affect in an: way the validity or con-
struction of provisions in any contract with

a Department or any cubcontract, heretofore
at any time or hereafter made, prohibiting
the payment of contingent fees or commls-
slons; or (2) to restrict In any way the au-
thority of the Eecretary or the Board to
determine the nature or amount of relling
expenses under subcontrcts can defined In
this subparagraph, as a proper clement of
the contract price or as a reinmburcmble item
of cost, under a contract with a Department
or a subcontract.

(6) The term "article" Includes any mate-
rial, part, assembly, machinery, equipment,
or other personal property.

ERR 333.1]
(b) Interpretation of definition. By

this definition of "subcontract" profits
on the production and sale of articles re-
quired for the performance of another
contract or subcontract are subject to
renegotiation, as well as profits on the
production or sale of all materials in-
corporated into the end product, down
to and including raw materials, except
certain specified raw materials and agri-
cultural commodities exempted under
subsection (i) of the 1943 act. This
definition is interpreted to include con-
tracts not only with prime contractors
but also with other subcontractors, if
such contracts ate:

(1) For the sale or processing of an
end product or of an article incorpo-
rated therein,

(2) For the sale, furnishing or Instal-
lation of machinery, equipment or mate-
rials used In the processing of an end
product or of an articla Incorporated
therein,

(3) For the sale, furnishing or instal-
lation of machinery used in the process-
ing of other machinery to be used in the
processing of an end product or of an
article incorporated therein,

(4) For the sale, furnishing or Instal-
lation of component parts of or subas-
semblies for machinery included in (3)
above and machinery, equipment and
materials included in (2) above, and

(5) For the performance of services di-
rectly required for the performance of
contracts or subcontracts included in (1)
(2) (3) and (4) above.
The term "component part" as used in
this paragraph shall be deemed to in-
clude materials and ihgredients. ERR
333.2]

(c) When machinery, equipment or
materials "used in processing" Under
this interpretation machinery, equip-
ment or materials will be deemed to be
used in the processing of an end product
or an article incorporated in an end
product in all cases where such machin-
ery, equipment or materials are used:

(1) To produce or otherwise operate
directly on an end product or an article
incorporated in an end product by chem-
ical, physical or mechanical methods;
such, for example, as shaping, cutting,
constructing, combining, refining, as-
sembling, testing, inspecting or (in the
case of end products) packaging. Exam-
ples of this category include not only such
machinery as rolling mills and machine
tools, but also gauges and other measur-
Ing instruments, torches and chemicals
or other materials consumed in the
course of the manufacturing process,

such for example as hydrozen, oxygen,
colte and acetylene;

(2) To transport within the contrac-
tor's plant an end product or an article
incorporated in an end product or other
articles used In connection with the pro-
duction thereof. Examples of this cate-
gory include tote boxes, tractors, trucks
and traveling cranes;

(3) In connection with the repair,
maintenance, equipping, or operatlon in
the contractor's plant of machinery or
equipment there used In the production
of an end product, or an article incor-
porated in an end product. Examples of
this category include spare parts, auxil-
iary tools, abrasives, wrenches, screw-
drivers, other hand tools, lubricating oil,
cutting oil and dry Ice; also machine
tools or equipment located in the tool
room of a contractor's plant and special
equipment used for the manufacture,
preparation or maintenance of tools, dies,
Jigs, fixtures, equipment or machinery.

RR 333.3]
(d) General effect of interpretation.

(1) In general it is intended to include
as subject to statutory renegotiation the
sale of all machinery, equipment, ma-
terlals and other articles wnch contrib-
ute directly to the actual produqtion of
an end item or an article incorporated
therein, in connection with the physical
handling of the item from the time of
entry of the component materials to de-
parture of the item from the plant in
question and to include all machinery
which similarly contributed directly to
the actual production of other machin-
ery so used.

(2) It is intended to exclude the sale
of articles which contribute only indi-
rectly to the actual manufacturing pro-
cess, such as products used for general
plant maintenance, including fuel and
equipment to produce light, heat and
general power requirements and such
as equipment needed for general office
maintenance, including all types of office
machinery and supplies, and such as
safety equipment and clothing.

(3) It is not intended to exclude from
renegotiation any articles sold to a con-
tractor when the items are to be ulti-
mately resold to a Department either as
end products or as component parts in-
cluded therein. However, subcontracts
to furnish office supplies are specifically
excluded from the definition of subcon-
tract. Therefore, subcontracts for office
supplies, although such office supplies
are ultimately sold to a Department, are
not subject to renegotiation. Office sup-
plies are interpreted to include paper,
ink, typevriter ribbons, binders, covers,
blotters, paper clips, staples and other
items of consumable character, as well as
related Items of relatively short life and
-minor cost, such as pens, pen holders,
pencils, blotter pads-and calendars; they
do not include office furniture, machm-
ery and equipment, such as desks, chairs,
lamps., rugs, waste baskets, filing cases,
typewriters and calculating, recording,
reproducing and dictating machines.
ERR 333.4]

(e) Allocation Wu! sales. Sales of such
machinery and equipment are allocated
on the basis of the use thereof (i.e., for
renegotiable or non-rene.otiable produc-
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tion) and when the extent of the use can
not be readily established, such sales are
considered renegotiable in substantially
the same proportion as the production
of the purchasers of such machinery and
equipment is subject to renegotiation.
(See Subpart B, including § 1603.322
(c).) ERR 333.5]

§ 1603.334 Specific interpretations of
"subcontract'---(a) Standard commer-
eal articles. The term "standard com-
mercial article" is defined by subsection
(a) (7) of the 1943 act which provides
In subsection (I) that agreements for
such articles may be exempted by the
War Contracts Board under certain con-
ditions. (See § 1603.354.) Unless agree-
ments for standard commercial articles
are exempted pursuant to such subsec-
tion, their renegotiability will be deter-
mined by the same tests applied to agree-
ments for equipment specially fabricated
for war uses or purposes. ERR 334.1]

(b) OPA price ceilings. The fact that
articles are sold under price ceilings fixed
by the Office of Price Administration does
not exclude the sale of such articles from
renegotiation. Excessive profits have
been realized within OPA price ceilings.
Such ceilings do not prevent some pro-
ducers from realizing excessive profits.
The increase In volume of sales of such
articles may lower costs to such extent
that excessive profits are realized. ERR
334.2]

(c) Patent licenses as subcontracts.
Patent licenses for processes or mven-
tions required in performing contracts
with the Departments and subcontracts
are subcontracts as defined in subsection
(a) (5) (A) of the 1943 act subject to
statutory renegotiation (unless exempt-
ed) whether or not the licensor furmshes
or agrees to furnish any tebhnical or
other service to the licensee and without
regard to the time that the license agree-
ment was made. Such patent licenses
are not subcon$racts under subsection
(a) (5) (B) of the 1943 act. ERR 334.3]

(d) Subcontracts for office supplies.
The definition of "subcontract" as con-
tained In subsection (a) (5) (A) of the
1943 act specifically excludes therefrom
agreements or purchase orders for office
supplies. (Also see § 1603.333 (d).) ERR
334.4]

§ 1603.335 Contracts and subcontracts
involving real property-(a) Contracts
and subcontracts for existing real prop-
erty. (1) Action taken with respect to
exempting contracts and subcontracts
for certain interests in real property is
referred to in § 1603.352 (b)

(2) Moreover, aside from such exemp-
tion, the statutory definition of "sub-
contract" is construed to exclude agree-
ments for the purchase of real property
by contractors - and subcontractors.
Since it refers to the making or furnish-
ing of any "article" which in turn is de-
fined to mean any "material * *
or other personal property" the defim-
tion implies that agreements for the ac-
quisition of real property are not sub-
contracts.

(3) The exemptidns and exclusions
discussed in this paragraph govern
agreements for existing real property,
but do not apply to agreements for fix-
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tures or for improvements to or con-
struction of real property which are dis-
cussed in the following paragraph.
ERR 335.1]

(b) Agreements for fixtures, construc-
tion and improvements on real property.
(1) Where an agreement is for work or
articles which become real property in
the course of its performance, as distin-
guished from existing real property, the
principles stated in this paragraph
govern.

(2) Where an agreement to sell, fur-
ish or install machinery, equipment-,

materials or other personal property
would otherwise constitute a renegotiable
contract or subcontract, the fact that
such property is to be installed in a
building or otherwise affixed to real es-
tate and will be treated as real property"
for some purposes does not exclude the
agreement from renegotiation.

(3) Where a contract for the con-
struction of a building or improvements
on or to real property is made by a De-
partment, or if not made by a Depart-
ment the Government acting through a
Department is to obtain title to such
property either immediately or ulti-
mately (such as contracts for plant and
facilities) then such contract is rene-
gotiable unless exempted. Likewise all
subcontracts under such a renegotiable
contract for furmshing services, or arti-
cles, such as building materials and
structural steel, which are personal
property when furmshed, but which be-
came real propertr during the course of
construction, are renegotiable unless ex-
empted, and so are subcontracts for fur-
mshing any machinery and equipment
Installed in the building.

(4) Where, however, an agreement is
for the construction of a building or im-
provement on or to real property for a
contractor or subcontractor for the pur-
pose of performing a renegotiable con-
tract or subcontract and the Government
acting through a Department is not to
acquire title thereto, either immediately
or ultimately, then except as provided in
(2) above, such agreement and subcon-
tracts thereunder are not subject to re-
negotiation even though the improve-
ments may be covered by Certificates of
Necessity.

(5) In determinng whether a subcon-
tract for an item is renegotiable under
subparagraph (2) or not renegotiable
under subparagraph (4) it is helpful to
consider its character at the time of in-
stallation. If the item is one which has a
predominantly prefabricated character
at the time of installation or assembly, it
should be classified as machinery or
equipment and the subcontract for its
sale is therefore subject to renegotiation.
A subcontract for an item is not con-
sidered subject torenegotiation if the
item has no substantial existence as such
until its construction from materials at
the time of installation, i. e., where the
principal component parts did not have a
prior existence as machinery or equip-
ment (in the ordinary sense) off the
premises but result from construction
on the premises.

(6) Attention is directed to the man-
datory and discretionary exemption of
contracts or subcontracts for the con-

struction of buildings, structures, Im-
provements or other similar facilities and
the regulations relating thereto. (See
§§ 1603.346 and 1603.355 (c).) [RR
335.2]

§ 1603.336 Brokers, manufacturers'
agents, and dealers; subcontracts. (1)
The definition of subcontract In subsec-
tion (a) (5) of the 1943 act includes any
contract or arrangement (I) which makes
the compensation thereunder depend on
procuring one or more contracts with a
Department or subcontracts or on their
amount, or (i1) under which any part of
the services performed or to be performed
consists of the soliciting or attempting to
procure or procuring one or more such
contracts or subcontracts. This provi-
sion subjects such agreements to renego-
tiation under the 1943 act to the same
extent as other subcontracts. It does not,
of course, validate any such agreement If
otherwise illegal, or affect the allowance
or disallowance of amounts paid under
such contracts as items of cost.

(2) In addition, even when not within
(1) above, contracts between manufac-
turers and their representatives are sub-
ject to renegotiation as subcontracts if
the representative is performing, or
agrees to make available on request, en-
gineenng, mechanical, or other services
related to the performance of one or more
prime contracts with the Departments or
subcontracts, including assistance in ob-
taining priority certificates and in other
matters required In connection with per-
formance of the contract. For example,
manufacturers' agents in the machine
tool industry customarily hold themselves
ready to furnish engineering advice,
mechanical service, and advice on train-
ing in the use of tools. By contract or
custom the manufacturer usually pays
the commissions of the agent whether or
not these services are used, and charges
the amount into the Cost of the tool.
These activities comprise "part of the
work * * * required for the perform-
ance of any other contract or subcon-
tract" within the definition of subcon-
tract in subsection (a) (5) (A) of the
1943 act. (See § 1602.203 (d).)

(3) When a manufacturer's representa-
tive also acts as dealer, he is In substan-
tially the same position as a Jobber and
his sales of articles to one of the Depart-
ments or to a contractor with a Depart-
ment or a subcontractor are subject to
renegotiation, whether the articles are
delivered from his own Inventory or
shipped direct by the manufacturer.
The fact that the prices on articles han-
dled by manufacturers' representatives
and jobbers are regulated under Office of
Price Administration ceilings does not
affect the result. (See § 1603.334 (b).)
ERR 336]
SUBPART D-MANDATORY EXEMPTIONS AND

EXCLUSIONS FROM RENEGOTIATION

§ 1603.340 Scope of subpart. The
preceding subpart deals with the general
interpretation of the coverage of the Re-
negotiation Act of 1943 and with the
meaning of the terms "contract" and
"subcontract" as used in the act. The
act contains various specific exemptions
and exclusions of mandatory character,
which are found in subsections (I) and
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(c) (6) of the act. These exemptions
and exclusions will be outlined in this
subpart. Permissive exemptions are
covered by the succeeding Subpart B.
ERR 3401

§ 1603.341 The mandatory exemp-
tions. (1) Contracts and subcontracts
with other Governmental agencies are
exempted by subsection (1) (1) (A).
(See § 1603.343.)

(2) Contracts and subcontracts for
certain raw materials are exempted by
subsection (i) (1) (B). See § 1603.344.)

(3) Contracts- and subcontracts for
agricultural commodities are exempted
by subsection () (1) (C) (See § 1603.-
344 (b).)

(4) Contracts or subcontracts with
tax-exempt charitable, religious and edu-
cational institutions are exempted by
subsection (i) () CD) (See § 1603.345.)

(5) Construction contracts awarded
as a result of competitive bidding are
exempted by subsection (i) (1) E)
(See § 1603.346.)

(6) Subcontracts under exempt con-
tracts and subcontracts are exempted by
subsection (i) (1) (F) (See § 1603.347.)
ERR 3411

§ 1603.342 Authority to interpret-(a)
Statutory provsons. Subsection (i) (2)
of thd Renegotiation Act of 1943
provides:

(2) The Board is authorized by regulation
to interpret and apply the exemptions pro-
vided for in pgragraph (1)- (A), (B). (C),
(E), and (F)

ERR 342.1]

(b) Scope of authority. The authority
to interpret covers all of the mandatory
exemptions except the exemption of tax-
exempt charitable, religious and educa-
tional institutions. (Subparagraph (l)
(1-) (D) of the 1943 act; § 1603.345.)
ERR 342.21

§ 1603.343 Contracts and subcontracts
with other governmental agencies-Ca)
Statutory exemption. Subsection (i) (1)
(A) of the 1943 act provides that it shall
not apply to:

(A) any contract by a Department with
any other department, bureau, agency, or
governmental corporation of the United
States or with any Territory, possession, or
State, or any agency thereof or with any
foreign government or any agency thereof;

ERR 343.1]
(b) Interpretation and application of

exemption. The War Contracts Board
has adopted the following nterpretation:

(15 Under this provision of the act no
contract between one of the Departments
and any other federal, local or foreign
government agency is subject to re-
negotiation. A municipAl corporation,
whether acting in a proprietary or gov-
ernmental capacity, is considered to be
an agency of a State for the purposes of
this exemption.

(2) Contracts between such other
agencies or governmental corporations
and private contractors, and subcon-
tracts thereunder, are likewrie not sub-
ject to renegotiation, -except in those in-
stances where the agency or govern.-
mental corporation is acting as a direct

agent for a Department. In these in-
stances, the contract is deemed to be with
the Department for which the agency or
governmental corporation is acting as
direct agent, and not with the agency or
governmental corporation, and accord-
ingly, if otherwise subject to renegotia-
tion, Is not exempted.

(3) Certain of the agencies and gov-
ernmental corporations referred to some-
times place orders called "pool" orders.
Under this type of order the agency or
corporation orders large quantities of a
particular item from a manufacturer.
Before delivery under this order the man-
ufacturer may sell all or a portion of the
items to a Department or to a Depart-
mental contractor or subcontractor and
the order of the governmental corpora-
tion or agency is reduced to the extent of °

these purchases by others. In-such cases
the sales by the manufacturer to a De-
partment or to a Departmental contrac-
tor or subcontractor are not exempt
from renegotiation. ERR 343.21

§ 1603.344 Contracts and subcontracts
for certain raw materials and agricul-
tural commodities-(a) Raw materials-
(1) Statutory exemption. Subsection (i)
(1) (B) of the 1943 act provides that it
shall not apply to:

(B) any contract or subcontract for the
product of a mine, oil or gas vll, or other
mineral or natural deposit, or timber, which
has not been proces ed, refined, or treated
beyond the first form or state suitable for
industrial use;

(2) Interpretation and application of
exemption. In determining whether or
not a particular product is an "exempted
product" under the exemption In subsec-
tion (t) (1) (B) of the act, the following
principles shall govern:

(l) Exempted products: The phrase
"other mineral or natural deposlt" shall
be interpreted to include only mineral or
natural deposits of a wasting or deplet-
able character similar to products "of a
mine, oil or gas well" Accordingly,
water, sea water and air, and products
derived therefrom, are not considered to
be other mineral or natural deposits
within the meaning of the act, and con-
tracts or subcontracts therefor, or for
products derived therefrom, shall be sub-
Ject to renegotiation.

(i) State at which -exemption termi-
nates: In general a product will be con-
sidered to be an exempted product until
it has arrived at Its dispersal point, L e.,
the point at which a substantial propor-
tion of the product Is used by the ulti-
mate consumer, or by industries other
than the industry of origin. The indus-
try of origin includes not only the
primary industry of extraction or sever-
ance, but also any processing, refining
or treatment directly supplementing Its
extraction br severance or to produce one
or more of the chemical elements or com-
pounds present in It In the state in which
It may be found in abundance in nature;
but excludes other processing, rvfning
or treatment to produce various end
products for the ultimate consumer, or a
substantial variety of products which
vary materially In size, shape or content
from the original product.

(Ill) Combination of several materials:
Wherg substantial quantities of two or
more materials or ingredients are com-
bined to produce a product for industrial
use, the product resulting from such
combination is considered to be non-
exempt, unless the other material or
materials are used as a catalyst, carry-
ing agent or in some other subordinate
capacity In connection with process:g,
refining or treatment of the principal
product which is in the course of
preparation for Its first industrial use.

(lv) Different processes: Where a
product is madein substantial quantities
by two or more different processes, one
of which would result in the exemption
of the product under the above tests and
the other would result in its inclusion,
such a product will be considered to be
renegotiable only where made by a proc-
ezs which would result in its inclusion.

(v) Byproducta: Where a process for
making . product or material subject to
renegotiation under the above tests also
produces byproducts, such byproducts
shall be treated as subject to renegotia-
tion since any benefits resulting from use
or sale of such byproducts operate in
substance to reduce the cost of the prii-
cipal product. The principle of the pre-
ceding sentence is inapplicable to
byproducts which would otherwise be
exempt under this subparagraph (2)
In the case of byproducts resulting from
processes principally designed to produce
an "exempted product" under the above
tests, such byproducts shall be treated as
"exempted products, if they are not fur-
ther processed, refined or treated. If
further processing, refining or treatment
of such byproducts takes place, the status
of the ultimate product resulting will be
determined In accordance with the gen-
eral principles set forth above.

(3) Alst of products which, subject to
the foregoing interpretation are consid-
ered exempt, is set forth in § 1603.841.
TM 344.1]

(b) Agricultural commoitiec-(l)
Statutory exemption. Subsection (i)
(1) (C) of the 1943 act provides that it
shall not apply to:

(C) any contract or subcontraczt for an
agricultural commodity in its raw or natural
state, or if the commodity is not customarily
cold or Am not an established nket in Its
raw or natural state, in the first form or
state, beyond the raw or natural state, in
which It; Ls customarily sold or in which it
h an established market. The term "agri-
cultural commodity" as uzd herein shall in-
clude but ahall not be limited to-

(1) commodities resulting from the culti-
vatlon of the Eoll such as grains of all kinds,
frults, nuts. vegetables, hay, strays, cotton,
tobacco, sugar cane, and sugar beets;

() natural rcaInz, Gaps and gums of trees;
(H) anima, such as cattle, hcgs, poultry.

and sheep, fich and other marine life, and
the produce of live animals, such as wooi,
oga, =k and cream;

(2) Interpretation and application of
e~cmptlon. (I) Applicability- The pro-
vision exempting agricultural commod-
Ities under subsection (1) (3) of the 1943
act is retroactive as if it were a -part of
the Renegotiation Act on the date of its
enactment, April 28, 1942.

(c) Cost allowance for raw materals
and agricultural commodities in the case
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of integrated producers-l) Statutory
provision. Subsection (i) (3) of the Re-
negotiation Act of 1943 provides, in part,
as follows:

(3) In the case of a contractor or subcon-
tractor who produces or acquires the product
of a mine, oil or gas well, or other mineral
or natural deposit, or timber, and processes,
refines, or treats such a product to and be-
yond the first form or state suitable for in-
dustrial use, or who produces or acquires an
agricultural product and processes, refines, or
treats such a product to and beyond the first
form or state in which it is customarily sold
or in which1it has an established market,
the Board shall prescribe.,§uch regulations as
may be necessary to give such contractor or
subcontractor a cost allowance substantially
equivalent to the amount which would have
been realized by such contractor or subcon-
tractor if he had sold such product at such
first form or state.

(2) Interpretation and application.
Where a contractor (i) processes, refines,
or treats a product of a mine, oil or gas
well, or other nuneral or natural deposit,
or timber, to the first form or state suit-
able for industrial use, and further re-
fines, processes or treats such product
beyond the first form or state suitable for
industrial use in order to perform his
contract, or (ii) produces or acquires an
agricultural product and processes, re-
fines or treats such agricultural product
to and beyond the first form or state in
which it is customarily sold or in which
it has an established market, then in
such cases for the purposes of statutory
renegotiation the product will be treated
as an item of cost of the performance of
such contract in such amount as, in the
opinion of the Board, fairly represents a
properly applicable allowance. In deter-
mining the proper allowance, due consid-
eration shall be given to the established
sale or market price where there is a
representative market for the product in
the exempt state, and to such other fac-
tors as may be necessary to reflect the
puepose and intent of the statutory
exemption. In general it is the purpose
and intent of this provision to allow to
the contractor engaged in an integrated
process of the type described, an item of
cost substantially equivalent to that
granted by the statute to others who sell
an exempt product, namely what he
could have realized if he had- sold the
exempt product at the intermediate
stage. [RR 344.31

(d) Profits frotm ncrement %n value of
excess inventorzes- C) Statutory exclu-
sion. Subsection (1) (3) of the Renego-
tiation Act of 1943, insofar as it relates
to the exclusion of profits from the In-
crement in value of excess inventories
provides:

(3) * Notwithstanding any other
provisions of this section there shall be ex-
cluded from consideration in determining
whether or not a contractor or subcontractor
has received or accrued excessive profits that
portion of the profits, d'erived from contracts
with the Departments and subcontracts, at-
tributable to the increment in value of the
excess inventory. Fer the purposes of this
paragraph the term "excess inventory" means
inventory of products, hereinbefore described
in this paragraph, acquired by the contractor
or subcontractor, in the form or at the state
in which contracts for such products on hand
and on contract would be exempted from

this section by subsection (i) (1) (B) or (C),
which is in excess of the inventory reasonably
necessary to fulfill existing contracts or or-
ders. That portion of the profits, derived
from contracts with the Departments and
subcontracts, attributable to the increment
in value of the excess inventory, and the
method of excluding such portion of profits
from consideration in determining whether
or not the contractor or subcontractor has
received or accrued excessive profits, shall be
determined in accordance with regulations

'prescribed by the Board. In the case of a
renegotiation with respect to a fiscal year
ending prior to July 1, 1943, the portion of
the profits, derived from contracts with the
Departments and subcontracts, attributable
to the increment In value of the excess in-
ventory shall (to the extent such portion
does not exceed the excessive profits deter-
mined) be credited or refunded to the con-
tractor or subcontractor, and in case the de-
termination of excessive profits was made
prior to the date of the enactment of the
Revenue Act of 1943, such credit or refund
shall be made notwithstanding such deter-
mination Is embodied in an agreement with
the contractor or subcontractor, but In either
case such credit or refund shall be made only
if the contractor or subcontractor, within
ninety days after the date of the enactment
of the Revenue Act of 1943, files a claim
therefor with the Secretary concerned.

(2) Interpretation and application-
(i) Statement of g6neral principles by-
the Committee of Conference. The basic
principles of this exclusion are set forth
in the following excerpt from the State-
ment of the Managers of the Committee
of Conference on the Revenue Act of
1943.

The profits realized by a contractor or sub-
contractor by reason of the increment In
value of his excess inventory of the materials
described in subsection (i) (1) (B) or (I)
(1) (C), in the form or state in which con-
tracts therefor are exempted under such sub-
sections, to the extent that such profits are
applicable to contracts with the departments
or subcontracts, shall be excluded from con-
sideration in determining excessive profits.
The test as to whether or not any contrac-
tor or subcontractor has an excess inventory
of such materials turns upon whether or not
the contractor or subcontractor has in inven-
tory quantities of such materials in excess
of the amount reasonably necessary to fulfill
existing contracts or orders. The method of
determining the portion of the profits appli-
cable to contracts with the departments or
subcontracts realized by reason of the incre-
ment in value of an excess inventory and the
method of excluding such portion of such
profits from renegotiation will be set out
in regulations prescribed by the Board. In
the case of a renegotiation with respect to a
fiscal year ending prior to July 1, 1943,'the
portion of the excess inventory (to the ex-
tent It does not exceed the excessive profits
determined) shall be credited or refunded
to the contractor or subcontractor. Where
the determination of the excessive profits was
made prior to the date of the Revenue Act
of 1943, such credit or refund shall be made
whether or not the determination is em-
bodied in an agreement with the contractor
or subcontractor. In all such cases the credit
or refund will be made only it the contractor
or subcontractor .within 90 'days after the
date of the enactment of the Revenue Act
ofl 1943, files claim therefor with the secretary
concerned.

The following example will show how the
amendment operates A has, through the
purchase of long cotton, 600,000 pounds of
cotton on hand on a particular date, whic
has a book cost of ten cents a pound. On
this date, A has future orders which will con-
5ume only 100,000 pounds of such cotton.

A, thus has a long position of 600,000 pounds
of cotton. The next contract that A takes i5
for Government goods and requires the use of
500,000 pounds of such cotton. On the day
A takes the Government contract, the cur-
rent market price of such cotton is 15 cents
a pound. In such a situation A has placed
himself In a position to realize an Inventory
profit of $25,000. This Inventory profit, If
realized, is not a manufacturing profit, but
Is in the nature of an Investment or specula-
tive profit which could be realid. It has
no relationship to the profits to be derived
from the Government contract, and, there-
fore, represents a profit from an excess In-
ventory, which is excluded from renegotiation
under the amendment.

The same situation might also apply in the
ease of a tobacco and cigarette manufacturer,
Suppose for example, when the tobacco mar-
kets opened in the fall of 1942 A had on hand
20,000,000 pounds of tobacco of the 1940 crop,
20,000,000 pounds of the 1041 crops, and A
then went Into the market and bought some
20,000,000 pounds of 1942 grown tobacco,
although his existing orders would not cause
him to expect to manufacture more than 20,-
000,000 pounds Into cigarettes. He thus has
an excess inventory of 40,000,000 pounds of
tobacco, and his case would fall within the
amendment.

(ii) Definitions. For the purposes of
this paragraph the following definitions
shall apply*

(a) Materials: Materials are products
described in paragraphs (a) and (b) of
this section (of the grade, class and typo
to be used by the contractor or subcon-
tractor in fulfilling contracts with a De.
partment or subcontracts for processed
or, finished goods under which the
amounts received or accrued are sub-
ject to renegotiation) acquired by the
contractor or subcontractor in the last
form or state in which contracts therefor
are exempt under the provisions set forth
in those paragraphs.

(b) Inventory- Inventory is the quan-
tity of materials on hand or under con-
tract for purchase (including the quan-
tity of such materials, adjusted for
waste, contained in the work in process
inventory and the inventory of unin-
voiced finished goods) reduced by the
quantity of materials under contract for
sale. It should be noted that profits or
'losses from the sale of materials are
excluded from renegotiation under the
raw material and agricultural commod,
ity exemptions and that such transac-
tions must be considered separately in
the application of these regulations.
A contract for purchase or a contract for
sale is a contract under the terms of
which (1) the quantity, the delivery of
which the buyer is committed to accept,
is certain, (2) the time limits In which
such fixed quantity is to be delivered
are certain, and (3) the price is certain
or is to be made certain solely by factors
existing at a time specified in the con-
tract. Special or unusual contractual
arrangements with respect to the ac-
quisition or disposition of materials or
finished or processed goods will be given
special consideration in accordance with
the facts in the individual case.

(c) Existing contracts or orders:
Existing contracts or orders, at any time,
are the uninvoiced portions of those con-
tracts or orders for processed or finished
goods, the fulfillment of which requires
the use of the materials in inventory.
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(U) Excess inventory* Excess inven-
tory is the inventoi~r of materials thioih
is in excess of the quantity reasonabI
necessary to fulfill existing contracts or
orders.

(e) Replacement value: Replacement
value of excess inventory is the Vlue of
such excess inventory calculated by de-
termining as of the date on which the
contractor or subcontractor enters into
a contract with a Department or sub-
contract, under which the amounts re-
ceived or accrued are subject to renego-
tiation, the market value of the mate-
rials of the grade, of the quality, and
in the quantities to be used by the con-
tractor or subcontractor in fulfilling the
contract or subcontract. Where no
quotations for the particular grade or
quality of material are available as of
the date the contract or subcontract is
entered into, any factors tending to es-
tablish a fair market value may be taken
into consideration.

(f) Increment in value: Increment in
value is the amount by which the re-
placement value of the portion of the
excess inventory, allocated to the fulfill-
ment of any contract or subcontract,
exceeds the cost of such portion of the
excess inventory as determined by the
method of inventory accounting regu-
larly employed by the contractor or sub-
contractor.

(iii) Time for determining excess in-
ventory. Accounting for the purposes of
determining excess inventory will com-
mence as of the beginning of the month,
four weeks period, or other sunilar period
of inventory accounting employed by the
contractor or subcontractor, m which the
contractor or subcontractor entered into
the first contract with a Department or
subcontract under which any part of the.
amounts received or accrued were subject
to renegotiation. Subsequently, excess
inventory will be determined as of the be-
ginning of each month, four weeks pe-
riod, or other similar accounting period
in which the contractor or subcontractor
enters into contracts with a Department
or subcontracts under which the amounts
received or accrued are subject to rene-
gotiation. If any excess inventory Is
found to exist at the beginning of any
month, it shall be deemed to exist
throughout that month; if no excess in-
ventory Is fbund to exist at the beginning
of a month, it shall be deemed that none
existed throughout that month. In the
absence of adequate records, the amount

_of materials contained in any inventory
category at the beginning of each month
shall be deemed to be one-half of the
quantity contained in the combined
opening and closing inventories of ma-
terials in such category for the shortest
inventory accounting period for which
such Information is available, and during
which the determination of excess in-
ventory is applicable.

(iv) Treatment of excess inventory.
Upon the establishment of the existence
of the excess inventory, such inventory
is deemed to be the inventory first used
by the contractor or subcontractor there-
after and shall be allocated pro-rata to
the processing under contracts with De-

partments and subcontracts, under which
the amounts received or accrued are sub-
ject to renegotiation, in chronological or-
dler, and other processing carried on by
the contractor or subcontractor up to the
end of the month in which such excess
inventory is exhausted.

(v) Exclusion of profits attributable to
increment in value of excess invantory.

any case in which it appears that prof-
its attributable to the increment in value
of 'the excess inventory may exist, a
tentative determination of excessive prof-
its, will be made without regard to this
provision. The tentative excessive prof-
its, so determined, will then be reduced =

by the portion of the profits attributable
to the increment in value of the excess
inventory. For the purposes of deter-
mining the portion of the profits attrib-
utable to the increment in value of the
excess inventory which is to be so ex-
cluded, replacement value shall be al-
lowed only to that portion of the excess
inventory allocated to each such contract
or subcontract and the profits to be so
excluded attributable to such contracts
shall be limited to the portion of such
profits received or accrued under such
contract or subcontract during the fiscal
year. If, for the fiscal year, profits de-
rived from contracts with the Depart-
ments or subcontracts under which the
amounts received or accrued are subject
to renegotiation, attributable to incre-
ment in value of the excess inventory,
exceed losses derived from such contracts
or subcontracts attributable to decreases
in value of the excess inventory, such
excess of profits over losses will be ex-
cluded in determining excessive profits.
ERR 344.4]

§ 1603.345 Contracts or subcontracts
with tax-exempt charitable, religious
and educational institutions--(a) Statu-
tory exemption. Subsection (1) (1) (1D)
of the 1943 act provides that It shall not
apply to:

(D) any contract or subcontract with an
organization exempt from taxation under
section 101 (6) of the Internal Revenue Code.

ERR 345.13
(b) Internal Rerenue Code. Section

101 (6) of the Internal Revenue Code ex-
empts from taxation:
(6) Corporations, and any community

chest, fund, or foundation, organlcd and
operated exclusively for religious, charitable,
sclentfic, literary, or educational purpesis,
or for the prevention of cruelty to children
or animals, no part of the net carning or
which inures to the benefit of any private
shareholder or Individual, and no subatantial
part of the activitlea of which I carrying on
propaganda, or otherwize attempting, to In-
fluence legislation.

ERR 345.2]
§ 1603.346 Construction contracts

awarded as a result of competitive bid-
dlng-(a) Statutory exemption. Sub-
section (1) (1) (E) of the 1943 act pro-,
vides that It shall not apply to:

(E) any contract with a Department,
awarded as a result of competitive bidding,
±dr the construction of any building, strud-
ture, improvement, or facility.
ERR 346.1]

Mb) Interpretation and application of
cxemption. (1) The exclusion from re-
negotiation of construction contracts
with a Dapartment awarded as a result
of competitive bidding applies only to
contracts for the construction of build-
ings, structures, improvements and other
similar facilities let to the lowest quali-
fied bidder and which were entered into
after advertisement and for which bids
have been received from two or more in-
dependent, responsible and qualified con-
tractors in actual competition with each
other. (See § 1603.355 (c).)

(1) As used herein "advertisement"
shall be interpreted as meaning pub-
lished advertising or such other soicita-
tVon for bids as v'jll open the bidding to
all probable bidders under the circum-
stances of the particular case.

(II) In any case In which it is claimed
that a contract is excluded from rene-
gotiation by reason of the application
of this subparagraph (1) and such con-
tract was not entered into after published
advertising, the Department conducting
the renegotiation may deny such claim
but shall not approve the same without
submitting the matter, together with all
relevant information In the possession
of such Department, to the War Con-
tracts Board for a final determination.

(2) This section of the act Is applica-
ble only to amounts received or accrued
under such contracts for fiscal years end-
ing after June 30, 1943, and applies re-
gardless of the date when the contracts
were made.

(3) Contracts for the furnishig of
materials or supplies or for the lease,
sale or manufacture of machinery or
equipment are not within the scope of
thisexemption. In determining whether
a particular contract or subcontract con-
stitutes a contract for the construction
of a building, structure, improvement or
other similar facility or constitutes a
contract for the lease, sale or manufac-
ture of machinery or equipment, the es-
sential character of the performance un-
der the contract will controL- In those
cases where the items to be furnished
under the contract have a predominantly
prefabricated character at the time of
installation or assembly, the contract
will ordinarily be regarded as one of sale
or manufacture rather than of "con-
struction" This question ares most
frequently in connection with contracts
for the sale and installation of machin-
ery or equipment where both the furnish-
ing of the machinery or equipment and
Its installation are embraced within a
single contract. In cases of this char-
acter an flidertaking to furnish the ar-
ticle may be severed from an agreement
to install and an appropriate finding
made as to that portion of the contract
undertaking which might properly be
exempted. On the other hand, where
an item to be furnished under a contract
has no substantial existence a4 such un-
til Its construction from materials at
the site and time of Installation so that
the contract In Its essence Is one of con-
struction as distinguished from manu-
facture or sale, the exemption will be
applicable. The essential distinction
does not depend upon whether the item
Involved does or does not become part
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of the real estate, but depends rather
on whether the contract is essentially one
for "construction" as distinguished from
a contract for manufacture or sale. (See
§1603.335 (b)) [ERR 346.2]

§ 1603.347 Subcontracts under ex-
empt contracts and subcontracts-(a)
Statutory exemption. Subsection -(i)
(1) (F) of the 1943 act provides that it
shall not apply to:

(F) any subcontract, directly or indirectly
under a contract or subcontract to which
this section does not apply by reason of this
paragraph,

[RR 347.1]
b) Interpretation and application of

exemption. It should Pe noted that the
exemption applies only where the sub-
contract is under a contract or subcoll-
tract exempted by paragraph (1) of
subsection (i) of the 1943 act. Thus,
subcontracts under prime contracts or
subcontracts exempted under the dis-
cretionary exemptions authorized by
subsection (i) (4) of the 1943 act, the
exemption measured by renegotiable vol-
ume under subsection (c) (6) or any
other exemption or exclusion contained
in the 1943 act, are not exempted by this
provision. (See § 1603.348 (e).) ERR
347.2]

§ 1603.348 Annual r e e e z p t s under
statutory mtnimum-(a) Statutory pro-
vision. Subsection (c) (6) of the 1943
act provides

(6) This subsection shall be applicable to
all contracts and subcontracts
unless (A) the contract or subcontract pro-
vides otherwise pursuant to subsection (i)
or is exempted under subsection (i) or (B)
the aggregate of the amounts received or
accrued in such fiscal year by the contractor
or subcontractor and all persons under the
control of or controlling or under common
control with the contractor or subcontrac-
tor, under contracts with the Departments
and subcontracts (including those described
in Clause (A), but excluding subcontracts
described in subsection (a) (5) (t)) do not
exceed $500,000 and under subcontracts de-
scribed in subsection (a) (5) (3) do not
exceed $25,000 for such fiscal year. If such
fiscal year is a fractional part of twelve
months, the $500,000 amount and the $25,000
amount shall be reduced to the same frac-
tional part thereof for the purposes of this
paragraph.

[RR 348.1]
(b) Computation of aggregate receipts

and accruals. (1) In order to qualify
for this exemption a contractor must
meet two conditions:

(i) The gross receipts or accruals of
the contractor and his affiliates for his
fiscal year from subcontract within the
scope of subsection (a) (5) (B) of the
1943 act (that is, for services in procur-
ing contracts or subcontracts) must not
exceed $25,000; and

(ii) The gross receipts or accruals of
the contractor and his affiliates for his
fiscal year from all contracts with the
Departments and from all subcontracts
within the scope of subsection (a) (5)
(A) of the 1943 act, including contracts
and subcontracts exempt from renego-
tiation under subsection (i) of the 1943
act but excluding subcontracts covered
in (1) above, must not exceed $500,000.

(2) Affiliate is used in this section to
refer to a person who controls or is con-
trolled by or under common control with
the contractor. Total receipts or total
liillings under cost-plus-fixed-fee con-
tracts are included in gross receipts or
accruals in computing the limits referred
to in this section.

(3) When the fiscal years of the re-
spective members of the affiliated group
differ, the test will be whether, during
the twelve months period (or fraction
thereof) which is the fiscal year of the
member of the group being considered
for renegotiation, the group had gross
receipts or accruals in excess of the stat-
utory minimum.

(4) If the contractor meets one of the
conditions referred to in subdivision (1)
hereof but not the other, renegotiation
will be conducted only with respect to
his contracts and subcontracts as defined
in subsection (a) (5) (A) of the 1943
act or with respect to his subcontracts
as defined in subsection (a) (5) (B) of
the 1943 act, as the case may be, as to
which the condition is not met. [ERR
348.2]

(c) No reduction by refund below ex-
emption. (1) In connection with the
renegotiation of contracts and subcon-
tracts (other than subcontracts referred
to in subsection (a) (5) (B) of the 1943
act) no determination of excessive
profits shall be made in an amount
greater than that which, when deducted
from the aggregate amount -of gross re-
ceipts or accruals referred to in para-
graph (b) (1) (ii) of this section will
reduce them below $500,000.

(2) In connection with the renego-
tiation of subcontracts referred to in
subsection (a) (5) (B) of the 1943 act,
no determination of excessive profits
shall be made in an amount greater than
that which, when deduqted from the
aggregate amount of gross receipts or ac-
cruals referred to in paragraph (b) (1)
(i) of this section will redlice them below
$25,000.

(3) In the case of a fiscal year of less
than twelve months, ending after June
30, 1943, these rules are applied on a
prorated basis.

(4) In the renegotiation of- contrac-
tors who are subject to renegotiation by
reason of the common control provisions
of the 1943 act (see paragraph (a) of this
section) the aggregate of the recoveries
from such contractors must not reduce
the combined adjusted sales of the con-
tractors below the imminum referred to
in this paragraph. [ER 348.3]

(d) Tests of "control" In determin-
ing whether the contractor controls or Is
controlled by or under common control
with another' person, the following prin-
ciples should be followed:

(1) Corporate control: A parent corpo-
ration which owns more than 50% of the
voting stock of another corporation con-
trols such other corporation and also
controls all corporations controlled by
such other corporation.

(2) Individual control: An individual
Who owns more than 50% of the voting
stock of a corporation controls the corpo-
ration and also controls all corporations
controlled by the corporation.
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(3) Partnership control: A generql
partner who is entitled to mop than doe
of the profits of a partnership controls
the partnership.

(4) Joint Venture control: A Joint
venturer who Is entitled to more than
50% of the profits of a Joint venture con-
trols the joint venture.

(5) Other cases: Actual control Is a
question of fact. Whenever it is believed
that actual control exists even though
the foregoing conditions are not fulfilled,
the matter may be determined by the De-
partment or Service conducting the re-
negotiation. [ER 348.4]

(e) Subcontracts under contracts ex-
empt under the statutory minimum.
Sales under subcontracts are not exempt
solely because the purchaser Is a con-
tractor who is exempt because his an-
nual receipts and accruals are under the
statutory minimum, since the exemption
of subsection (i) (1) (F) of the 1943 act
is limited to subcontracts under contracts
and subcontracts exempt by reason of
subparagraph (1) of paragraph (1) of the
1943 act. (See § 1603.347 (b).) [R1
348.5]
SUBPART E-PERMISSIVE EXEIPTIONS ?RaOB

RENEGOTIATION
§1603.350 Scope of subpart. The

preceding subpart deals with mandatory
exemptions and exclusions from the op-
eration of the Renegotiation Act of 1943,
The act contains certain provisions au-
thorizing the War Contracts Board, or
persons to whom its authority shall be
delegated, to exempt other contracts and
subcontracts from the operation of the
act. This subpart will deal with these
permissive exemptions. [RR 350]

§ 1603.351 Contracts and subcontracts
to be performed outside of the United
States-(a) Statutory authority. Sub-
section (1) (4) of the 1943 act authorizes
the War Contracts Price Adjustment
Board, in its discretion, to exempt from
some or all of the provisions of the act

(A) any contract or subcontract to be
performed outside of the territorial limits of
the continental United States or in Alaska.
[RR 351.1]

(b) Exemption. (1) Each contract or
subcontract to be performed outside the
territorial limits of the continental
United States, outside the territories
of Alaska and 'Hawaii, outside the Pan-
ama Canal Zone, and outside the other
territories and island possessions of the
United States shall be exempt from the
provisions of the Renegotiation Act Of
1943 unless it shall be determined by the
War Contracts Board or by any author-
ity to whom power to exempt Individual
contracts under subsection (1) (4) (A)
of the 1943 act has been or may be dele-
gated or redelegated;

(i) That administrative difficulties do
not make impracticable the renegotia-
tion of such contract or subcontract,

(it) That the procurement program of
the United States In foreign countries
will not be adversely affected by such
renegotiation, and

(iii) That such renegotiation will not
otherwise be contrary to the interests of
the United States.
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(2) In deterimnn whether the pro-
curement program of the United States
in foreign countries or the interests qf
the United States generally will be ad-
versely affected by such renegotiations,
it is considered desirable that representa-
tives of the Department of State of the
United States be consulted, if practida-
ble; such consultation shall not, how-
ever, be essential to the valid renegotia-
tion of any contractor or subcontractor.

(3) Such determination may be made
at any time whether before or after the
execution of the contract or subcontract
and whether-or not it contains a renego-
tiation clause. ERR 351.21

§ 1603.352 Contracts and subcontracts
where proftts determinable when price
established-(a) Statutory authority.
Subsection (i) (4) of the 1943 act author-
izes the War Contracts Price Adjustment
Board, In its discretion, to exempt from
some or all of the provisions of the act

(B) any contracts or subcontracts under
which, in the opinion of the Board, the
profits can be determined with reasonable
certainty when the contract price is estab-
lished, such as certain classes of agreements
for personal services, for the purchase of real
property, perishable goods, or commodities
the minimum price for the sale of which
has been fixed by a public regulatory body,
of leases and -license agreements, and of
agreements where the period of performance
under such contract or subcontract will not
be in excess of thirty days;

ERR 352.1]
(b) Exemption. In the opinion of

the War Contracts Board the profits
from contracts and subcontracts for
the purchase or lease of any interest
in real estate can be determined with
reasonable certainty when the contract
price is established, and such contracts
and subcontracts are accordingly ex-
empted from the provisions of the Re-
negotiation Act of 1943. (See § 1603.335
(a)) For an exemption relating to cer-
tain contracts and subcontracts involv-
ing electric power, gas, transportation by
railroad, motor vehicle, or air, and com-
mumcations and subcontracts there-
under, see § 1608.842. ERR 352.2]

§ 1603.353 When contract provisions
adequate to prevent excessive profits-.
(a) Statutory authority. Subsection (i)
(4) of the 1943 act authorizes fhe War
Contracts Price Adjustment Board, in its
discretion, to exempt from some or all of
the provisions of the act

(C) any contract or subcontract or per-
formance thereunder during a-specifled period
or periods, if in the opinion of the Board, the
provisions of the contract are otherwise ade-
quate to prevent excessive profits.

ERR 353.1]
§ 1603.354 Contracts and subcontracts

for standard commercial articles-(a)
Statutory authority. (1) Subsection (I)
(4) of the 1943 act authorizes the War
Contracts Price Adjustment Board, in
its discretion, to exempt from some or all
of the provisions of the act

(D) any contract or subcontract for the
making or furnishing of a standard conmer-
cial article, if, in the opinion of the Board,
competitive conditions affecting the sale of

No. 113---4

such article are uch as will rcaznably pro-
tect the Government against cxc=Ive price;

(2) Subsection (a) (7) of the 1943 act
provides

(7) The term "ntandard commercial, art-
cle" means an artIcc- I

(A) which Is Identical In every material
respect with on article which was manufac-
tured and cold, and in general civilian, in-
dustrial, or commercial ure prior to January
1, 1940,

(B) which Is Identical In every material rd-
spect with an article which Is manufactured
and sold. as a competitive product, by more
than one manufacturer, or which Is an article
of the came kind and having the came uso
or uses as an article manufactured and cold,
as a competitive product, by more than one
manufacturer, and

(C) for which a maximum price has be n
established and s In effect under the Imer-
gency Price Control Act of 1042, a3 amended.
or under the Act of October 2, 19-2, entitled
"An Act to amend the Emergency Price Con-
trol Act of 1942, to aid In preventing inflation,
and for other purposes" or which Is cold at a
price not In excez of the January 1, 19M.
selling price.
An article made in whole or In part of
substitute materials but otherwse Identical
in every material respect with the article
with which it is compared under subpara-
graphs (A) and (B) chill be consIdered as
Identical in every material respect with such
article with which it s ro compared.

(3) Subsection (1) (2) of the 1943 act
provides

(2) The Board is authorized by regulation
to Interpret and apply the delini-

tion contained in subsection (a) (7).

ERR 354.1]
(b) Interpretation and application.

(1) Exemption of standard commercial
articles will be made on the basis of
"articles" by types or classes and not on
the basis of individual contracts or in-
dividual contractors. Exemptions will
be effective with respect to such date as
may be specified In the exemption and
will apply to amounts received or ac-
crued or to contracts entered into after
the specified date.

(2) Studies made with respect to the
existence of excessive profits in the
standard commercial article field In con-
nection with the Congressional hearings
on the amendments to the Renegotiation
Act indicated that the production of
standard commercial articles purchased
In substantial volume for war purposes
had generally resulted in excessive profits
on renegotiable business both in 1942 and
In 1943. The Congress rejected the sug-
gestion that a basis for exemption existed
by reason of the fact a particular article
constituted a standard commercial ar-
ticle or was sold under OPA ceiling prices.
Furthermore, it Is to be noted that the
fact that an Individual contractor may
not be making excessive profits on such
an article is of little significance. The
status of the individual contractor Is
more readily dealt with through renego-
tiation where he can be given a clearance
if after examination it Is found that no
excessive profits exist in the particular
case. Accordingly, In order that useless
requests for exemption may be avoided,
it should be noted that exemptions under
section 403 U) (4) (D) can only be made

where competitive conditions have bzen
such as reasonably to protect the Gov-
ernment against excessive prices and on
the basis of broad national conditions
and considerations and after comulete
research and development of the factual
and legal questions Involved. ERR 354.21

§1603.355 Contracts and subcontracts
when effective competition zs llz:ely to ex-
ist-(a) Statutory authority. Subsection
(1) (4) of the 1943 act authorizes the
War Contracts Price Adjustment Board,
in Its discretion, to exempt from some or
all of the provisions of the act

(E).any contract or subcontract, If, In tha
opinion of the Board, competitive conditions
affecting the maldng of such contract or
cubcontract arc such as are likely to result
In effective competition with respect to the
contract or subcontract price.

ERR 355.1]
(b) General interpretation of exemp-

tion. The War Contracts Board will
make exemptions under this provision
only as to classes or types of contracts
on the basis of the subject matter with
which the contract or subcontract is con-
cerned. Exemptions by the Board will
be based upon broad national conditions
and considerations and will be limited to
those fields where, In the opinion of the
Board, not only do competitive conditions
exist, but the competition is such that it
may be presumed to be effective in the
sense of producing fair and reasonable
prices for the Government and In gener-
ally eliminating excessive profits. ERR
355.2]

(c) Applicafion of exemption to con-
struction contracts. The Board has
found that competitive conditions affect-
ing the making of construction contracts
and subcontracts entered into subsequent
to June 30, 1943, were such as to result
in effective competition with respect to
the contract or subcontract price where
all of the following conditions exist:

(1) The contract or subcontract is one
for the construction of buildings, struc-
tures, improvements or other similar fa-
cilities. Contracts or svbcontracts for
the furnishing of materials or supplies
or for the lease or sale of machinery or
equipment are not within the scope of
this exemption. Also see § 16032346 (b)
for interpretation of mandatory exemp-
tion relating to such construction and
see § 1603.335 (b)

(2) The contract was entered into sub-
sequent to June 30,1943, and did not con-
stitute a substitute for or a revision or
extension of an existing contract entered
into on or before June 30,1943.

(3) The work covered by the contract
was substantially the same as the work
for which the bids were requested.

(4) Bids were received from two or
more responsible and qualified contrac-
tors, who were independent of each other
and were In actual competition with each
other for the work for which bids were
requested.

(5) The contract price was not in ex-
cess of the low bid received. ERR 35531

§ 1603.356 Subcontracts as to winch
it is not administratively feasible to de-
termine and segregate profts-(a) Stat-
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utory authority. Subsection (1) (4) of
the 1943 act authorizes the War Con-
tracts Price Adjustment Board, in its
discretion, to exempt from some or all
of the provisions of the Act

(F) any subcontract or group of subcon-
tracts not otherwise exempt from the provi-
sions of this section, if, in the opinion of
the Board, it is not administratively feasible
in the case of such subcontract or in the
case of such group of subcontracts to deter-
mine and segregate the profits attributable
to such subcontract or group of subcon-
tracts from the profits attributable to activi-
ties not subject to renegotiation.

ERR 356.1]
(b) Exemption. For an exemption re-

lating to subcontracts under certain con-
tracts and subcontracts involving elec-
tric power, gas, transportation by rail-
road, motor vehicle, or air, and com-
munications, see § 1608.842. ERR 356.2]

§ 1603.357 Delegation of authority to
make permisswe exemptions. The au-
thority to make exemptions of contracts
or subcontracts under subsection (i) (4)
of the 1943 act by general classes or types
has not been delegated by the War Con-
tracts Board. The War Contracts Board
has, however, delegated to each Secre-
tary authority to make exemptions under
this subsection of individual contracts
or subcontracts under such contracts
entered into pursuant to the authority
of such Secretary. Such delegation of
authority, however, must be exercised in
accordance with interpretations of the
act and regulations relating thereto is-
sued by the War Contracts Board. Also,
subject to interpretations and regula-
tions of the War Contracts Board., the
Secretary to whom an assignment for
renegotiation is made has authority to
interpret and apply exemptions under
subsection (i) (4) of the 1943 act. The
Secretaries have been given full power
to redelegate this authority and. to au-
thorize further redelegation within their
respective Departments. (See § 1608.821
(a).) ERR 357]

§ 1603.358 Requests for exemption.
All requests or petitions for the exemp-
tion by general classes or types of con-
tracts and subcontracts for a standard
commercial article or of contracts or
subcontracts where it is claimed there is
"effective competition" or of other gen-
eral classes or types of contracts under
subsection (i) (4) of the 1943 act should
be made in writing in quintuplicate and
addressed to the War .Contracts Price
Adjustment Bbard at the address speci-
fied in § 1607.791 (e) and should be sup-
ported by a full statement of facts set-
ting forth the basis for the requested
exemption. ERR 358]
SUBPART F-LIAITATIONS ON COIMIiENCE-

ZIENT AND COMPLETION OF RENEGOTIA-
TION

§ 1603.360 Scope of subpart. The
Renegotiation Act of 1943 contains cer-
tain limitations on the commencement
of renegotiation proceedings and their
completion, which will be outlined in this
subpart. The related subject of termi-
nation of all renegotiation under the act

is covered by the succeeding subpart.
ERR 360]

§ 1603.361 Statutory provision. Sub-
section (c) (3) of the Renegotiation Act
of 1943 provides:

(3) No proceeding to determine the
amount of excessive profits shall be com-
menced more than one year after the close
of the fiscal year in which such excessive
profits were received or accrued, or more
than one year after the statement required
under paragraph (5) is filed with the Board,
whichever Is the later, and if such proceed-
ing is not so commenced, then upon the ex-
piration of Dne year following the close of
such fiscal year, or one year following the
date upon which such statement is so filed,
whichever is the later, all liabilities of the
contractor or subcontractor for excessive
profits received or accrued during such fiscal
year 'shall thereupon be discharged. If an
agreement or order determining the amount
of excessive profits is not made within one
year followipg the commencement of the re-
negotiation proceeding, then upon the ex-
piration of such one year all liabilities of
the contractor or subcontractor for excessive
profits with respect to which such proceed-
ing was commenced shall thereupon be dis-
charged, except that (A) if an order is made
within such one year by the Secretary (or
an officer or agency designated by the Secre-
tary) pursuant to a delegation of authority
under subsection (d) (4), such one-year
limitation shall not apply to review of such
order by the Board, and (B) such one-year
period may be extended by mutual agree-
ment.

ERR 361]
§ 1603.362 Commencement of renego-

tiation proceedings. Unless renegotia-
tion proceedings are commenced either.
(1) within one year after the close of the
fiscal year m which the excessive profits
were received or accrued, or (2) within
one year after the statement required
under subsection (c) (5) of the 1943 act
is filed with the War Contracts Board,
whichever is later, the liability of the
contractor or subcontractor for the fiscal
year involved will be discharged. Under
subsection (c) (1) of the Renegotiation
Act of 1943 the mailing of notice by reg-
istered mail of the time and place of a
conference to be held with respect to the
determination of excessive profits con-
stitutes the commencement of the rene-
gotiation proceeding. ERR 362]

§ 1603.363 Completion of renegotia-
tion proceedings. Renegotiation must be.
completed by the making of an agree-
ment or the entry of an order within one
year following the commencement of the
renegotiation proceeding, or the liability
of the contractor or subcontractor for
the fiscal year involved will be dis-
charged. The one year period of limita-
tion on completion of renegotiation pro-
ceedings does not apply, however, to the
review by the War Contracts Board of
an order made by a Secretary of a De-
partment or any officer or agency to
whom his authority in this respect has
been redelegated. Also, the one year pe-
rinod may be extended by mutual agree-
ment. ERR 363]

SUBPART G-TERLIINATION or
RENEGOTIATION

§ 1603.370 Scope -of subpart. This
subpart deals with termination of rene-

gotiation in general under the provisiong
Qf subsection (h) of the fNliegbtatiOn
Act of 1943. ERR 370]

§ 1603.371 Statutory provision. (a)
Subsection (h) of the 1943, act provides
that the act shall apply only with respect
to .profits which are attributable to per-
formance prior to the termination date,
and for the determination of such profits,
as follows:

(A) in the case of any contract or sub-
contract the performance of which requires
more than twelve months, or in the case of
any contract, or subcontract with respeot
to which the powers of the Board are exor-
cised separately pursuant to subsection (o)
(1) rather than on a fiscal-year basis, the
portion of the profits so derived which is
determined by the Board to be equal to the
same percentage of the total profits so do-
rived as the percentage of completion of
the contract prior to the termination date:
and

(B) in all other cases, the profits so de-
rived which are received or accrued prior to
the termination date;

(b) Subsection (h) (2) of the 1943 act
defines the "termination date" as fol-
lows:

(A) December 31, 1944; or
(B) If the President not later than De-

cember 1, 1944, finds and by proclamation
declares that competitive con ltions have not
been restored, such date not later than June
30, 1945, as may be specified by the President
in such proclamation ri the termination date;
or

(C) If the President, not later than June
30, 1945, finds and by proclamation declares
that competitive conditions have been re-
stored as of any date within six months prior
to the Issuance of such proclamation, the
date as of which the President in such
proclamation declares that competitive con-
ditions have been restored;

except that in no event shall the termination
date extend beyond the date proclaimed by
the President as the date of the termination
of hostilities in the present war, or the date
specified in a concurrent resolution of the
two Houses of Congress as the date of such
termination, whichever is the earlier.

ERR 371]
SUBPART It-COSTS ALLOCABLE AND ALLOW-

ABLE AGAINST RENEGOTIABLE BUSINrSS

§ 1603.380 Scope of subpart. When
the amount of the contractor's business
subjectto renegotiation has been deter-
mined, it is necessary to determine the
costs properly chargeable against the
business in order to find the amount of
profits derived therefrom. This subpart
discusses the principles for determining
the allocation and allowance of such
costs. ERR 380]

§ 1603.381 Statutory provisions and
general regulations-(a) Determination
of costs. Subsection (a) (4) (B) of the
1943 act provides:

(B) The term "profits derived from con-
tracts with the Departments and subcon-
tracts" means the excess of the amount re-
ceived or accrued under such contracts and
subcontracts over the costs paid or Incurred
with respect thereto. Such costs shall be
determined in accordance with the method of
cost accounting regularly employed by the
contractor in keeping his books, but If no such
method of cost accounting has boon employed,
or if the method so employed does not, in the
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opinion of the Board or, upon redetermina-
tion, in the opinion of The Tax Court of the
United States properly reflect such costs, such
costs shall be determined in accordance with
such method as in the opinion of the Board
or, upon redetermination, in the opinion of
The Tax Court of the United States does
properly reflect such costs. Irrespective of the
method employed or prescribed for determin-
ing such costs, no item of cost shall be
charged to any contract with a Department
or subcontract or used in any manner for
the purpose of determining such cost, to
the extent that in the opinion of the Board
or, upon redetermination, in the opinion of
The Tax Court of the United States, such
Item is unreasonable or not properly charge-
able to such contract or subcontract. Not-
withstanding any other provisions of this
section, all items estimaten to be allowable
as deductions and exclusions under Chapters
1 and 2 E of the Internal Revenue Code (ex-
eltding taxes measured by income) shall, to
the extent allocable to such contracts and
subcontracts (or, in the case of the recompu-
tation of the amortization deduction, alloca-
ble to contracts with the Departments and
subcontracts), be allowed as items of cost.
but in determining the amount of excessive
profits to be eliminated proper adjustment
shall be made on account of the taxes so
excluded, other than Federal taxes, which are
attributable to the portion of the profits
which are not excessive.

ERR 381.11

(b) "Recomputatio" of amortization
deduction -prior to renegotiation; carry-

overs and carru-backs. Subsection (a)
(4) (C) of the 1943 act provides:

(C) Notwithstanding any of the provisions
of this section to the contrary, no amount
shall be allowed as an item of cost (1) by rea-
son of a recomputation of the amortization
deduction pursuant to section 124 (d) of the
Internal Revenue Code until after such re-
computation has been made in connection
with a determination of the taxes imposed by
Chapters 1, 2A, 2B, 2]), and 2E of the Internal
Revenue Code for the fiscal year to which the
excessive profits determinell by the renegotia-
tion are attributable or (1i) by reason of the
application of a carry-over or carry-back un-
der any circumstances. The absence of such
a recomputation of the amortization deduc-
tions referred to in clause (i) above shall not
constitute a cause for postponipg the making
of an agreement, or the entry of an order,
determining the amount of excessive profits,
or for staying the elimination thereof.

ERR 381.21

(c) Renegotiation rebate wnere "re-
computation" of amortization deduction
follow& renegotiation. Subsection (a)
(4) (D) of the 1943 act provides:

(D) Notwithstanding any of the provisions
of subsection-(c) (4) of this section to the
contrary, in the case of a renegotiation which
is made prior to such recomputation, there
shall be repaid by the United States (without
interest) to the contractor or subcontractor
after such recomputation the amount of a
net renegotiation rebate computed In the fol-
lowing described manner. There shall first
be ascertained the portion of the excessive
profits determined by the renegotiation
which is attributable to the fiscal year with
respect to which a net renegotiation rebate is
claumed by the contractor or subcontractor
(hereinafter referred to as "renegotiated
year"). There shall then be ascertained the
amount of the gross renegotiation rebate for
the renegotiated year, which amount shall
be an allocable part of the additional amor-
tization deduction which Is allowed for the
renegotiated year upon the recomputatlon

made pursuant to cection 12 (d) of the In-
ternal Revenue Code In connection with the
determination of the taxez for ouch year and
which Is attributable to contract- with the
Departments and rubcontracts, except that
the amount of the grozs renegotiatlon rebate
anll not exceed the amount of excassive prof-

its eliminated for the renegotiated year pur-
suant to the renegotiation. The allocation of
the additional amortization deduction at-
tributable to contracts vith the DMpart-
ments and subcontracts, and the allo-
cation of the additional airtlzation
deduction to the renegotiated year shal
be determined in accordanc3 wlth regulation.
prescribed by the Board. There hal then ba
ascertained the amount of the contrector'ea or
subcontractor's Federal tan benefit from the
renegotiation for the renegotiated year. Such
Federal tax benefit shall be the amount by
which the taxes for the rencgotlat&d y ar un-
der Chapters 1, 2A, 2B. 2D, and =- of the In-
ternal Revenue Code rere decreazd by reason
of omitting from gro= Income (or by reason
of the application of the provslions of acotlon
3800 (a) of the Internal Revenue Code with
respect to) that portion of the exces=Ive prof-
its for the renegotiated year which 1. equal to
the amount of the gross rencgottation rebate.
The amount by which the gross renego-
tiation rebate for the renegotiated year ex-
ceeds the amount of the contractor's or
subcontractor's Federal tax benet from the
renegotiation for auch year rhall ba the
amount of the net renegotiation rebate for
such year.

ERR 38L33
(d) Profit, cost allocation and allow-

ance; general-(1) Profit. The term
"profits derived from contracts with the
departments and subcontracts" is de-
fined by the act as the excess of the
amount received or accrued under con-
tracts and subcontracts over the costs
paid or incurred with respect thereto.
The term "costs" includes selling, gen-
eral and administrative expenses. Such
profits will be determined with respect to
the aggregate of the amounts received
or accrued under all contracts and sub-
contracts for the taxable year of the con-
tractor on either the cash or the accrual
basis, according to the method by which
the contractor keeps his books, and will
not be determined on a contract-by-
contract basis unless the contractor so
requests and the Department conducting
the renegotiation consents.

(2) Allocation of cost. In general the
costs paid or incurred with respect to
renegotiable contracts will be those costs
allocated thereto by the contractor's
established cost accounting method if
that method reflects recognized account-
ing principles and practices. If, in the
opinion of the War Contracts Board
there is no adequate or effective cost
accounting method in use, or if the
method employed does not properly re-
flect such costs because there are unjus-
tified or improper allocations of Items of
cost in the accounting records or In the
reports or statements filed for the pur-
pose of renegotiation, costs shall be
determined in accordance with such
method as in the opinion of the Board
properly reflects such costs. No Item of
cost shall be charged to any contract or
subcontract or used in any manner in
determining costs to the extent that such
item is not properly chargeable to such
contracts or subcontracts.

(3) Tax deductions. Costs allocable to
renegotiable business shall be determined
In accordance with the principles set
forth above. Where the full amount of
an item of cost is allocable tb renego-
tiable business, It shl be allowed in the
amount estimated by the War Contracts
Board, or any agency to which its func-
tions are delegated, to be allowable as a
deduction or exclusion under Chapters
1 and 2E of the Internal Revenue Code.
No such Item of cost shall be allowed in
an amount less than or in ence-z of that
which Is estimated to be deductible or
excludible from income under the Inter-
nalRevenue Code. Where only a portion
of an Item of cost Is allocable to renego-
tlable business, the War Contracts Board,
or any agency to which its functions have
been delegated, shall estimate the total
amount allowable to the contractor, as a
deduction or exclusion under Chapters 1
and 2E of the Internal Revenue Code
and the portion of this estimated amount
which Is allocable to renegotiable busi-
ness in accordance with the principles set
forth above shall be allowed as a cost of
renegotiable business. Where it is clear
that a contrctor's deductions and ex-
clusions under the Internal Revenue
Code result In allowable costs of rene-
gotlable business which are either high
or low on a comparative basis, this cir-
cumstance shall be considered in connec-
tion with the factor of the "reasonable-
nes of costs" of the contractor and the
determination of the amount of the profit
adjustment to be required of the contrac-
tor. [RR 381.4]

§ 1603.382 Salaries, izaes and otfter
compensation-(a) Allocation. Salaies,
wages and other compensation should
be allocated between renegotiable and
non-renegotiable business according to
principles established in § 1603.381 (d).
[RE 382.11

(b) Allowances. (1) Under section
23 (a) of the Internal Revenue Code,
salaries or other compensation for per-
sonal &ervices are allowed to the extent
found "reasfnble" In determining
whether any salares or other compen-
sation paid by a contractor to its officers
or employees are unreasonable, consid-
eration shall be given to the nature of the
work, extent of responsibility, expenence
and effectiveness of the officer or em-
ployee, and increases in compensation
since January 1, 1941. Comparison
shall be made where possible with the
compensation of officers or employees in
similar positions in other companies
within the particular industry. Reason-
ablene:s of compensation may be deter-
mined only within broad limlts, and
weight shall be Given to the determina-
tion by the contractor of the wqrth to
It of the services of an officer or em-
ployee.

(2) Whether or not the profit and loss
statement of a partnership includes sal-
aries or drawing accounts for partners
as an expense, a so-called "salarl allow-
ance" may be made for reasonable sal-
aries for such partners as are active in
the business in determining the amount
of excessive profits to be eliminated.

(3) Reasonable salaries paid to em-
ployees who are absent on military or
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naval service or who are serving the
Government in other ways at a nominal
compensation but who intend to return
at the conclusion of the emergency will
be allowed as a cost if such salaries are
paid under some standard arrangement
adopted by the contractor for general ap-
plication, and are properly allocated be-
tween renegotiable and non-renegotiable
business. ERR 382.21

(c) Wage and salary stabilization.
'(1) The renegotiat'ng agency, in consid-
ering wages and salaries as costs, will
observe the provisions of the Stabiliza-
tion Act of 1942, approved October 2,
1942, as amended, and all Executive Or-
ders and regulations issued pursuant to
,said act.

(2) The Director of Economic Stabili-
zation has issued regulations effective
October 27, 1942 and amended regula-
tions effective August 27, 1943.

(3) The Commissioner of Internal
Revenue has issued regulations covering
that portion of salary stabilization which
is administered by the Commissioner.

(4) The National War Labor Board
has Issued directives setting forth its
policies with respect to that portion of
the wage and salary stabilization which
is administered by such Board.

(5) In any case in which the renego-
tiating agency determines that there
may have been a violation of any ap-
plicable stabilization law, executive order
or regulation, the renegotiating agency
will promptly submit all of the pertinent
facts to the War Contracts Price Adjust-
ment Board for a decision as to the
proper procedure to be followed.

(6) Full compliance with the Stabili-
zation Act does not preclude the dis-
allowance as a deduction under the In-
ternal Revenue Code of wage and salary
payments in excess of "a reasonable
allowance" No part of -any amount,
estimated to be Aot allowable under the
Internal Revenue Code will be allowed
as a cost against renegotiable business.
[RB 382.31

(d) Application. of stabilization orders
in renegotiation. For fis01 years ending
after October 27, 1942, the only limita-
tion on salaries other than the usual test
of reasonableness, is- the prohibition
(with exceptions) of increases in salary
rate of over $5,000 annually, existing on
October 3, 1942, and in salary rate of
$5,000 or less annually, existing on Oc-
tober 27, 1942, without prior approval of
governmental authorities. The excep-
tions referred to are cited in § 1608.851.
They first appeared in § 4001.6 of the
stabilization regulations and later in
substantially similar form in § 4001.10
of the amended stabilization regulations
referred to in paragraph (b) (2) As cited
in § 1608.851, they appear in the-form
contained in the amended stabilization
regulations. ERR 382.41

(e) Brokers' commissions. Commis-
sions paid or payable to brokers or agents
in connection with the procurement or
performance of war contracts pursuant
to a, legally binding arrangement made
in good faith prior to the fiscal year cov-
ered by the renegotiation will be allowed
as a cost in the absence of special cir-
cumstances. Such special circumstances

might exist where the broker or agent
was a partner, officer or director of the
contractor; or where any partner, officer
or director of the contractor participated
in the commissions paid to the broker
or agent; or where the original arrange-
ment between the contractor and the
broker or agent was not made at arm's
length. If it appears that the payment
of the commissions might violate the
provision in the contracts of any Depart-
ment against contingent fees other than
those paid to "bona fide established com-
mission or selling agencies maintained
by the contractor for the purpose of se-
curing business" the question ordinarily
will be taken up with the Purchases Di-
vision, Army Service Forces, the Procure-
-ment Legal Division of the Navy Depart-
ment, or.the appropriate division of the
other Departments, and, subject to the
provisions of § 1603.381 (d) (2) the con-
-missions may be disallowed. Whenever
the payment of commissions is allowed
to the contractor, consideration will be
given to the prompt renegotiation of the
broker or agent if the services he per-
formed bring him within, the definition
of "subcontractor" (See §§ 1602.203 (d)
and 1603.336.) ERR 382.51

(f) Pension, annuity, stock bonus and
prolit sharing plans. The policy set out
below will be followed in connection with
the allowance as an item of cost against
renegotiable business of payments made
by a contractor on account of any em-
ployee pension, annuity, stock bonus, or
profit sharing plan (hereinafter referred
to as "the plan")

(1) The deductibility for Federal in-
come tax purposes of payments pursu-
ant to the plan is governed by sections
23 (a) 23 (p) and 165 of the Internal
Revenue Code. If the Bureau of Internal
Revenue has determined that payments
(including payments to bring annuities
up to date) on account of the plan of
the particular contractor concerned are
deductible, such payments shall be al-
lowed as an item of cost in renegotiation
to the extent allocable to renegotiable
business.

(2) If the Bureau of Internal Revenue
has not finally determined the deducti-
bility of such payments, the renegotiat-
ing Department must estimate the
amount of such payments which is al-
lowable as a deduction under sections
23 (a) 23 (p) and 165 of the Internal
Revenue Code. The Department will be
guided by the following general prin-
ciples:

(i) The employer's payment into the
plan, when added to other compensation
paid the employee, cannot exceed reason-
able compensation for services rendered
by the employee beneficiary of the plan.

(ii) The employees' rights under the
plan must be nonforfeitable at the time
the employer's payment is made or the
plan must qualify under the provisions
of section 165 of the Internal Revenue
Code. In determining whether it does
so qualify, the renegotiating agency
should consult section 165 and the ap-
propriate Treasury Regulations for the
exact requirements for qualification. In
general, the following requirements must
be met: (a) the plan must imply a per-

manent as distinguished from a tempo-
rary program; (b) it must not be a sub-
terfuge for distribution of profits; (c) it
must be for the exclusive benefit of em-
ployees; (d) It must be impossible, under
the trust, to divert the trust property or
income to purposes other than the em-
ployees' benefit; (e) It must cover a suf-
ficient number of employees so as to be
non-discriminatory; and (f) In opera-
tion, the plan must not discriminate In
favor of employees who are officers,
stockholders or highly compensated em-
ployees. A plan which qualifies unler
the foregoing Is not disqualified by the
fact that the employer may be entitled
to receive back amounts whibh result
from erroneous actuarial computations,

(iii) In any event, the payments on ac-
count of the plan, to be allowed as de-
ductions for Federal Income tax purposes,
must actually have been paid within the
taxable year or, If the taxpayer Is on an
accrual basis, within 60 days after the
close of such taxable year.

(3) Payments made pursuant to any
plan, like any other expense, should be
allowed only to the extent allocable to
renegotiable business, such amount to be
determined in accordance with the prin-
ciple:? applicable to the allocation of ex-
penses generally. ERR 382.61

§ 1603.383 Amortization and depre.
ciation-(a) Allocation. (1) General de-
preciation, maintenance and other such
charges should be allocated between re-
negotiable and non-renegotiable busi-
ness according to the principles estab-
lished in § 1603.381 (d)

(2) Where stand-by facilities are cus-
tomary or necessary to a particular type
of business, the cost of depreciation,
maintenance, etc. should be allocated
between renegotiable and non-renegotia-
ble business according to the principles
established In § 1603.381 (d)

(3) Statutory amortization on facili-
ties covered by certificates of necessity
should be allocated between renegotiable
and non-renegotiable business according
to the principles established In § 1603.381
(d) giving consideration, however, to the
basis of original Issuance of such certifl
cates where the facilities are not In ac-
tive use.

(4) Depreciation and maintenance
charges on properties which are not In
use but which are being maintained In
an idle status pursuant to written re-
quest of an authorized official of a De-
partment may be allocated as a charge
against renegotiable business. iRR
383.11

(b) Accelerated amortization and re-
negotiation rebate. (A) Under section
124 of the Internal Revenue Code, a con-
tractor who has acquired or constructed
with his own funds facilities especially
adapted for use in war production may,
upon securing a Certificate of Necessity,
amortize their cost over a five-year pe-
riod, at the rate of 20 per cent per Year,
Prior to December 17, 1943, the Secre-
tary of War and the Secretary of the
Navy were by such statute authorized to
act upon applications for Certificates of
Necessity. Under Executive Order No.
9406, dated December 17, 1943, as amend-
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ed by Executive Order No. 9429, dated
March 2, 1944, this authority (except
with reference to certain pending ap-
plications) was transferred to the War
Production Board. The Facilities Bu-
reau of the War .Production Board will
pass upon requests for such certificates
made after December 17, 1943.

(2) Amortization so allowed at the rate
of 20 percent per year under section 124
of the Internal Revenue Code shall be
allowed as an item of cost for purposes
of renegotiation, to the extent it is prop-
erly allocable to renegotiable business.

(3) If the emergency is terminated
during the five-year period; or if the
Secretary of War or the Secretary of the
Navy certifies pursuant to regulations is-
sued by the President, that an emergency
facility ceases to be necessary for na-
tional defense, the amortization period
may for Federal tax purposes be short-
ened accordingly, and the contractor will
be entitled to adjust his taxes for prior
years, on the conditions stated in the
Internal Revenue Code, to give effect to
the corresponding increase in the deduc-
tion taken in each such year.

(4) Under subsection (a) (4) (C) of
the 1943 act, no allowance as an item
of cost en renegotiation shall be made on
account of the increased amortization
'deduction referred to in the preceding
subparagraph (3) unless the computation
thereof is made by the Bureau of Internal
Revenue, in connection with an adjust-
ment of taxes pursuant to section 124
(d) of the Internal Revenue Code, before
the renegotiation is concluded. The De-
partment shall not, however, permit the
absence of such a recomputation of the
amortization deduction to be a cause for
postponing closing a renegotiation agree-
ment.

(5) Subsection (a) (4) (D) of the 1943
act provides for payment of a renegotia-
tion rebate to the contractor n those
cases where the increased amortization
deduction for a prior tax year is so com-
puted by the Bureau of Internal Revenue
after the determination of excessive
profits has been made by agreement or
order. However, no computation of the
increased amortization deduction inci-
dent to the tax adjustment above referred
to can be made until regulations have
been prescribed for the issuance by the
Secretary of War or the Secretary of the
Navy of a certificate that an emergency
facility has ceased to be necessary for
national defense. Itis contemplated that
upon the issuance of such regulations,
instructions will be issued hereunder for
the computation and granting of the
renegotiation rebate. ERR383.2]

(c) Deprectation. (1) War facilities
not covered by Certificates of Necessity,
representing permanent capital additions
for the manufacture of war products or
materials, are depreciated in accordance
with the provisions of the Internal Reve-
nue Code and will be depreciated in re-
negotiation, at the ordinary rates of de-
preciation for corresponding property.

(2) A Department conducting a re-
negotiation may allow depreciation on
machinery and equipment at higher than
ordinary rates when, because of its use
for extraordinary consecutive periods of

day and night shifts, or other circun-
stances, It is concluded that such higher
rates would be allowable under the In-
ternal Revenue Code. [RR 383.3]

§ 1603.384 Conversion to war produc-
tion. The full amount of costs of con-
verting facilities to war production which
do not represent permanent additions,
such as rearrangement of machinery, Is
allowed by the Bureau, and will be al-
lowed in renegotiation, for the year In
which it is incurred to the extent allo-
cable to renegotiable business. This does
not include losses on commercial Inven-
tory which has become unsalable as a
result of wartime regulations or loss of
market, for such losses are not properly
allocable to renegotiable business. ERR
3841

§ 1603.385 Losses-(a) Costs orlosses
on non-war ventures. Losses qnd costs
incurred in connection with business
activities or ventures not connected with
renegotiable business will be charged
against such business activities or ven-
tures and not to renegotiable business.
ERR 385.1]

(b) War losses. Section 127 of the In-
ternal Revenue Code provides that the
amount of the loss on account of
property destroyed or seized on or after
December 7, 1941, in the course of mili-
tary or naval operations by the United
States or any other country engaged in
the present war may be allowed as a de-
duction from income In the year In which
such destruction or seizure occurs. The
fact that the property has been destroyed
or seized In the course of the war does
not of Itself, however, establish that the
loss is properly allocable to renegotiable
business. Such a loss may be recognized
in renegotiation only to the extent that
on appropriate cost accounting prln-
ciples such loss is chargeable against the
performance of renegotiable contracts
or subcontracts. ERR 385.21
(c) Losses from prior or subsequent

years. Subsection (a) (4) (C) of the
1943 act prohibits the allowance of any
amount as an Item of cost by reason of
the application of ( carry-over or carry-
back. Therefore, notwithstanding that
section 122 of the Internal Revenue Code
authorizes a taxpayer, under certain
prescribed rules, to take a deduction for
a taxable-year by a "carry-over" or"carry-back" of net operating loses for
certain preceding or subsequent taxable
years, no such deduction shall be allow-
able in renegotiation as an Item of cost
or as a deduction or exclusion from ex-
cessive profits. ERR 385.3]

§ 1603.386 Interest-a) Allocation.
(1) All interest on borrowed funds should
be allocated between renegotiable and
non-renegotiable business according to
the principles established in § 1003.381
(d).

(2) Where a contractor has incurred
obligations obviously disproportionate
to the current volume of business, care-
ful study should be made to ascertain the
total amount of interest to be distributed
in accordance with the above procedure.
-ERR 386.1]

(b) Allowance. Interest on borrowed
capital is deductible under the Internal

Revenue Code and will, therefore, be
allowed In renegotiation to the extent
allocable to renegotiable business. ERR
386.2]

§ 1603.387 Advertising expenses-Ca)
Allocation. Advertising costs should be
allocated between renegotiable and non-
renegotiable business according to the
principles established in § 1603.81 (d)
[ERR 387.1]

(b) Allowance. (1) In estimating the
amount allowable under the Internal
Revenue Code as a deduction for adver-
tising exnenses, consideration will be
given to the following statement issued
by the Commissioner of Internal Rev-
enue on September 29, 1942:

To be deductible, advertising expenditures
mu3t be ordinary and necessary and bear a.
icaconable relation to the business activities
in rhlch the entcrprise is engaged. The Bu-
reau rcco nlzos that adveitiing is a necess-y
and legitimate business ezpens so long as it
la not carried to an unreasonable extent or
dce not become an attempt to avoid proper
tax payments.

T he Bureau realizes that it may be necea-
vary for taxpayers now engaged in war pro-
duction to maintain through advertisin,
their trade namm and the naowledge of the
quality of their prcducts and good will built
up over past years, s that when they re-
turn to peacetlmo production their names
and the quality of their products will be
kmown to the public.

In determining whether such expenditures
are allowable, cognizance will be taken of
(1) the size of the business, (2) the amount
of prior advertiing budgets, (3) the public
patronage reasonably to be expected in the
future, (4) the Increased cost of the ele-
ments entering into the total of advertising
expenditurs, (5) the introduction of new
products and added line; and (6) buying
habits necessitated by war restrictions by
prlorltle, and by the unavailability of many
of the raw materials formerly fabricated into
the advertised prcducts.

Reasonable expensea incurred by companies
in advertlsing and advertising technique to
Epeed the war effort among their own em-
ploycc, and to cut down accidents and un-
ncce sry absence3 and ineficlency, will be
allowed as deduction,. Also reasonable ex-
penditures for advertisements, including the
promotion of Government objectives in war-
time, auch as conservation, salvage, or the sale
of War Bonds, which are signed by the adver-
t1sr, will be deductible provided they are
re-onanble and are not made in an attempt
t8 avoid proper taxation.

(2) Expenditures for advertising which
does not identify the particular company
or product but which is solely for the
purpose of aiding the war effort may,
subject to certain limitations, be deducti-
ble as contributions for public purposes
under section 23 (o) or 23 (q) of the
Internal Revenue Code (see special rul-
ing by the Commissioner of Internal
Revenue on this question, dated Novem-
ber 10, 1942)

(3) Advertising of specific productsof
a character different from those fur-
nished under renegotiable contracts or
subcontracts should not ordinarily be
allocated as a cost against renegotiable
business. However, where a normal
volume of peacetime products have been
wholly or partly replaced by war prod-
ucts, an amount of product advertising
not Inconsistent with the past practice
of the business may be considered as es-
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sentially institutional advertising de-
signed to keep an advertiser's name or
the identity of his peacetime products
before the public and so subject to allo-
cation against renegotiable as well as
non-renegotiable business. In consider-
ing advertising expenditures in connec-
tion with the determination of the
"reasonableness of costs" of the contrac-
tor's business, the relationslp between
advertising costs and sales in present
and past periods should-be considered
and a determination 24ade as to whether
or not the total advertising costs are
reasonable and proper under the circum-
stances. ERR 387.2]

§ 1603.388 Other costs, expenses and
reserves-(a) Patent r ova Itzes. (1)
When in renegotiation, a contractor has
included substantial amounts in costs for
royalties, paid or payable under patent
licenses, the Departments will determine
whether any action has been taken, or
Is pending or contemplated under the
Royalty Adjustment Act (see § 1601.141)
and will be guided by the principles set
out below.

(2) An order under the Royalty Ad-
justment Act fixing fhle rates and
amounts of royalties to be paid under a
license agreement has no legal effeqt
retroactiVely. The order applies only fb
rpyalties payable to the licensor after
the effective date of the notice-under
the statute, whether or not accruing be-
fore or after the date, and does not aild
cannot require the refund of any royal-
ties which have been paid prior thereto.

(3) In determining excessive profits of
a licensee upon renegotiation for a period
in which royalty accruals are subject to
an order under the Royalty Adjustment
Act, the Departments will give full effect
to the rates or amounts of royalties fixed-
in the Royalty Adjustment Act order as
fair and Just under the conditions of
wartime production. No allowance will
be made In renegotiation for royalties
paid or accruing during that period in
excess of the rates or amounts fixed in
the order.

(4) In, renegotiation with a license for
a period prior to that in which royalty
accruals are subject to an order under
the Royalty Adjustment Act, no weight
will normally be given to the determina-
tion made in a later order as to what
rates and amounts of royalties are fair
and just. In such a case as well as in
one where no action under the-Royalty
Adustmient Act is involved, the renego-
tiating Department will estimate the
amount of the royalties allowable as a
deduction for Federal income tax pur-
poses. Ordinarily the licensee will be
allowed to include in his costs royalties
properly allocable to renegotiable busi-
ness provided they are actually paid to
the licensor prior to the service of a no-
tice in any royalty adjustment proceed-
ings. However, an amount paid pursu-
ant to an arrangement not entered into
at arm's length or without a full dis-
closure of interest, or in bad faith,
should be disallowed as an item of cost
if it is not an "ordinary and necessary"
business expense within the meaning of
section 23 (a) of the Internal Revenue
Code. Particular attention should be

given to any relationship or aiffiliation to
the licensor; for example where the li-
censor was a partner, officer or director
of the licensee; or where any partner,
officer or director of the licensee partici-
pated in the royalties paid to the licensor.

(5) In determinng excessive profits
of a licensor under the renegotiation
statute, where the licensor sells the pat-
ented article in competition with like ar-
tioles sold by others under license from
the licensor, the licensor will not include
in his costs any development charges e;-
cept such amortization and development
expenses as, it is estimated, are allowable
as deductions under the Internal Rev-
enue Code, even though the obligation
to pay the royalties requires his licensees
to charge a higher price for the compet-
ing product.

(6) No royalties paid or incurred by a
licensee and no amortization or develop-
ment expense charged by a licensor will
be allocated as a cost m determining
excessive profits under the renegotiation
statute, whether or not allowable as a
deduction under the Internal Revenue
Code, unless such payments or charges
are allocable to the sales made under
contracts subject to renegotiation. In
deciding this question as to any particu-
lkr patent, the Departments should con-
i cier the extent to which the products
§old involve the use of the invention or

ventions covered by the patent, and as
a general rule it should appear that the
patent has not expired, that no final ad-
judication has been made by a court of
competent jurisdiction holding the pat-
ent invalid, and that it is nQt in fact
the property of the licensee. ERR 388.1]

(b) Corporate charitable contribu-
tions. Contributions of the character
described in section 23 (q) of the Internal
Revenue Code by a corporation will, to
the extent allocable, be allowed as an
expense against renegotiable business if
such contributions are allowable as de-
ductions in the fiscal year concerned for
Federal income tax purposes under sec-
tion 23 (q) ERR 388.2]

(c) Cost allowance in connection with
raw materials. Reference is made
to § 1603.344 (c) and (d) for a discus-
sion of the non-renegotiable nature of
certain excess raw material inventory
and the allowance to be made for the
value of exempt raw materials. ERR
388.3]

§ 1603.389 State ncome taxes-(a) In
general. Under subsection (a) (4) (B)
of the 1943 act, taxes measured by in-
come cannot be allowed as items of cost
for purposes of renegotiation. How-
ever,-this subsection provides specifically
that in determining the amount of ex-
cessive profits to be eliminated, proper
adjustment shall be made on account of
the taxes measured by income (other
than Federal taxes) so excluded, which
are attributable to non-excessive re-
negotiable profits. The amount of any
such adjustment will in no case exceed
that part of such taxes actually payable
which is payable because of the-inclu-
sion m income of the non-excessive re-
negotiable profits. Such taxes are here-
m referred to generally as "State income
taxes" although actually they may not

7, 194.

be called "Income taxes" and although
they may be imposed by a political sub-
division other than a State. ERR. 389.1]

(b) Adjustment for State tax imposed
at a "flat rate" (1) The amount of un-
adjusted excessive profits, without con.
sideration of any State income tax, is
first determined. This amount is then
deducted from renegotiable profits to oh-

'tam the amount of non-excessive re-
negotiable profits. The State income tax
attributable to such non-excessive re-
negotiable profits is computed and this
amount is deducted from the unadjusted
excessive profits. The remainder con-
stitutes-the excessive profits to be elimi-
nated, subject of course to any Federal
tax credit to which the contractor may
be entitled under section 3800 of the
Internal Revenue Code. (See § 1604.440
and following.) If the contractor has a
loss on non-renegotiable business, the
unadjusted excessive profits will be de-
ducted from the total profits (including
renegotiable and non-renegotiable busi-
ness) to obtain the tentative retained
profits. The tax attributable to the non-
excessive renegotiable profits will then
be the amount of tax computed on such
tentative retained profits.

(2) The general method of calcula-
tion is illustrated by the exaImple set
forth in the reports of the House Com-
mittee on Ways and Means and the Sen-
ate Committee on Finance in dealing
with subsection (a) (4) (B) of the 1043
act;

For example, If the amount duo on a
contract is $1,000 and the cost Is $800, the
profit before adjustment for such tax is 0200.
Suppose that of the $200 profit, 00 is con-
sidered excessive before adjustment for the
State tax. If In such case the State income
tax on the remaining $110 is $11, then the
$11 is to be applied against the $90, reducing
to $79 the amount of exce sive profits to bO
eliminated.

(3) The amount of unadjusted exces-
sive profits (. e. before the adjustment
for State income tax) will be a "rounded"
figure, but after the tax attributable to
the non-excessive renegotiable profits has
been ascertained, there will be no
"rounding-off" in deducting such amount
from the unadjusted excessive profits to
obtain the final amount of excessive prof-
its to be eliminated. EAR 389.23

(c) Adiustment for graduated State
tax. If the State income tax is imposed
at graduated rates as distinguished from
a "fiat rate" the adjustment is to be
made as-follows:

(1) The contractor's total profits
subject to the State tax, including non-
renegotiable and renegotiable profits, Is
determined. The unadjusted excessive
profits are deducted from such total prof-
its to obtain the contractor's tentative
retained profits. The unadjusted exces-
sive profits are also deducted from the
renegotiable profits to obtain the non-
excessive renegotiable profits.

(2) The State tax on the tentative re-
tained profits is computed as though such
profits were the only profits of the con-
-tractor.

(3) The tax attributable to the non-
excessive renegotiable profits will then be
the amount which bears the same rE,t!o
to the tax computed in subparagraph (2)
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above as the amount of nopi-excessive
renegotiable profits bears to the tentative
retained profits.

(4) The tax attributable to the non-
excessive renegotiable profits computed
in subparagraph (3) is deducted from the
unadjusted excessive profits to obtain the
amount of excessive profits to be elim-
mated.

(5) If the contractor has a loss on non-
renegotiable business, the tax attrib-
utable to the non-excessive renegotiable
profits will be the amount of tax com-
puted on the tentative retained profits
determined as provided in subparagraph
(1) above. ERR 389.3]

(d) Multiple State income taxes. If
the contractor is doing business in more
than one State, he may be subject to more
than one income tax. In such event, the.
adjustment should be made by an ac-
curate determination of the tax attrib-
utable to the non-excessive renegotiable
profits imposed by each State, if such a
computation is feasible. If an exact
computation is not feasible, the adjust-
ment should be made upon the best
estimate of the renegotiating agency and
the contractor, made in good faith and
with reasonable care. This estimate may
take the form of a pro-rata application
to each State of the non-excessive rene-
gotiable profits based upon the profits
before renegotiation attribulable to each
State, if no more accurate method is
available. If all such taxes are imposed
at fiat rates, a composite rate may be
obtained by dividing total State income
taxes by total profits, and this composite
rate may be applied to the non-excessive
renegotiable profits. [Rt. 389.4]

(e) State income tax measured by in-
come for preceding year In some States,
the tax is measured by the income for the
year subject to renegotiation but is a
liability of the contractor not for such
year but for the next succeeding year.
In this event, the adjustment for such
tax will be made as though such tax
measured by the income subject to rene-
gotiation were in fact a liability for the
year subject to renegotiation. [RR 389.5]

(f) Adjustment for State income tax
of contractor operating as a partnership
or sole proprietorship. (1) A contrac-
tor doing business as a partnership or
sole proprietorship is entitled to an ad-
justment for State income tax based upon
the tax liability of the individual part-
ners or of the proprietor. In general,
the same procedure will be followed as
stated above. Thus, in the case of a
partnership, adjustment will be made
for the aggregate of the state taxes at-
tributable to each partner's share of
non-excessive renegotiable profits.

(2) Normally the State income tax is
imposed upon individuals on a graduated
basis. Reference is therefore made to
paragraph (c) of this section.

(3) If a contractor is a partnership or
solepropnetarship and is subjected to an
unincorporated business tax measured
by income, adjustment must be made
therefor as well as for the State income
taxes of the partners or the proprietor.

(4) If a so-called "salary allowance"
is made in renegotiation for the services
of partners or proprietors, the amount of
such "salary" allowed t) each partner
or to the proprietor will be deducted from

the partner's or proprietor's share of the
non-excessive renegotiable profits before
calculation of the State Income tax at-
tributable to such non-excessive renego-
tiable profits, Such "salary allowance"
will also be deducted before calculating
any such unincorporated business tax ad-
justment. ERR 389.6]

PART 1604-DETsu ;AnolI sxm Eru -
NATioN oF Fxczs E Paors

Part 1604 governing determination and
elimination of excessive profits is added,
as set forth below.
SUPPAiT A-rmc'n ANm fActoas n nOr=-

Sec. zza=G cEsi' P OFrs

1604.401. Scope of subpart.
1604.402 General considerations.

(a) General approach.
(b) General objectives.
(c) Proce of renegotiation.

1604A03 Specific considerations.
(a) Profits before taxes.
(b) Separation of fixed-price and other

special fee contracts.
(c) Comparisons.
(d) Factors considered.
(e) Significance of settlements for prior

years.
(f) Reserves against posslbl3 renegotia-

tion refunds.
1604.404: Comp.uting margins of profit.
1604.405 Overextended contractors.
1604.406 Ilnimum refund.
1604.407 Cost-plus-fixed-fee contracts.

(a) Policy.
(b) Procedure.
(c) Treatment of dieallowed costs and

adjustment of fees.
(d) Profit margins.

1604.408 Factors requiring consideration.
1604.49 General policy.
1604.410 Efficiency of contractor.

(a) Statutory provision.
(b) Comment.

1604.411 Reasonablenez3 of costs and
profits.

(a) Statutory provision.
(b) Comment.

1604.412 Capital employed.
(a) Statutory provision.
(b) Comment.

1604.413 Extent of risk assumed.
(a) Statutory provision.
(b) Cbmment.

1604.414 Contribution to the war effort.
(a) Statutory provision.
(b) Comment.

1604.415 Character of business.
(a) Statutory provision.
(b) Comment.

1604.416 Additional factors.
(a) Statutory provision.
(b) Factors provided by regulations.

SUBPAT n-Evry OP EXCESSIVE FZOP"5
ALREADY nniLZZ

1604.420 Scope of subpart.
1604.421 Statutory provision.
1604.422 Recovery by voluntary repayment.

(a) In general.
(b) Time of repayment, general rule.
(c) Relation to Income tax payments.
(d) Interest.
(e) Repayment by credit memoranda.
(f) Tax anticipation notes not acceptable.
(g) Authority to enforce payment.

1604.423 Withholding as a method of re-
covery.

1604.424 Repayment of excevc profits
determined by order.

SUnAUT c-PaxnC nEDUcMNos Fo3 FVrUa
nJELrV=n=r

1604.420 Scope of pubpart.
1604.421 Statutory Wercnces.
1604.432 Necessity for future pricing In re-

negotiation.

104.43 General policy on price reductions
for future deliveries.

16,4.434 Determination of amounts of price
reductions.

160.435 Reductions not final.
164.436 Performance of agreement to

reduce prices.
SUPSLE? D"--lESGOZATIO- MM TA.

)XCO4.440 Scope of subpart.
104.441 Statutory provisions.

(a) Subzectlon (c) (2) of the 1943 act.
(b) Section 3808 of the Internal Revenue

Code.
1604.442 Renegotiation after filing of Fed-

oral tax returns.
(a) Allowance of credit for Federal taxes.
(b) Computation of credit for Federal"taxes.

(c) Fcderal tax credit of individuals under
Current Tax Payment Act.

(d) Determination of Federal tax credit
for partnerships.

1604.443 Renegotiation prior to filing of
Federal tax returns.

(a) Exclusion of excessive profits from
returns.

(b) Effect of tentative tax return.
1604.444 Special allocations of excessive

profits elimination required for Federal
tax purpoes.

SUDPAnT A-PrI11cIPLES AND FACTOFI I DE-

TE13NG EXCESSIVE MOPRI

§1604.401 Scope of subpart. This
subpart dealS with general principles to
be applied and certain factors which are
specifled in the act to be considered in
the determination of excessive profits
under the terms of the act. ERR 401]

§ 1604.402 General considerations-
(a) General approach. (1) Under war
conditiods the Government is the na-
tion's principal buyer. Its purchases are
paid for by taxation and borrowing.
The lower the costs of production and
the prices paid directly or indirectly by
the Government, the less Will be the fi-
nancial burden on the people of the
country. War materials are essential to
the life of a nation at war. The Gov-
ernment as buyer must acquire these
products and the producers of them, as
a group,-are the only sources of supply.
Renegotiation protects the Government
and the public on the cost of war goods
purchased and against excessive profits
arising from the prices paid for them.
Control of price and profit through re-
negotiation Is a general substitute for
the pressure of competition on prices
and profits in peacetime, which is largely
eliminated in a war economy when the
demand for war. goods greatly exceeds
the available supply.

(2) Sound pricing in many instances
was difficult or impossible under the com-
plications of such a vast and diversified
volume of purchasing in terms of indi-
vidual contracts. Renegotiation is in-
tended to Insure that prices charged for
war products nclude only a reasonable
profit after full consideration of all the
pertinent facts and factors of a con-
tractor's business over a full fiscal year's
operations and after the actual costs and
profits for the period have been estab-
lished.

(3) Renegotiation Is in effect an over-
all repricing, in which the contractor has
the advantage of combining, in the fiscal
year, prices, costs and profits on all ele-
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ments of his production after actual pro-
duction experience. Prices are com-
posed of costs and profits. Where the
prices have been so high as to produce
excessive profits, the adjustment of prices
is accomplished primarily through an
adjustment of the profits included in
the prices.

(4) An important goal of renegotia-
tion is to bring sufficient pressure on ex-
cessive prices to induce constructive
action toward reductions in unit- costs
and subsequent reductions in prices.

(5) The Renegotiation Act contem-
plates the elimination of excessive profits
from war production primarily through
voluntary agreements between the con-
tractor and the Government. It is in-
tended that a Just and reasonable war-
time profit be allowed. It is not in-
tended to reduce profits to the narrow-
.est possible margin but to eliminate
profits considered excessive and allow
the contractor to retain a profit, com-
puted before Federal taxes on income, in
an amount that will represent reasonable
compensation for war production in the
light of the contractor's peacetime ex-
perience, expanded volume of production,
efficiency, invested capital, risks assumed
and other contributions to the prosecu-
tion of the war. However, it should be
recognized that the weapons and war
goods which the nation needs should be
produced at a modest profit. ERR 402.1]

(b) General objectives. The general.
objectives in renegotiation are briefly
as follows:

(1) To eliminate profits which may be
considered excessive after careful re-
view of the circumstances of a con-
tractor's business.

(2) To maintain or provide a substi-
tute for competitive pressures on prices
and costs.

(3) To induce reductions in prices and
costs.

(4) To reward efficiency and stimulate
production.

(5) To encourage prompt adjustment
to a reasonable price basis whea produc-
tion experience indicates the original
price basis was unreasonably high. ERR
402.23

(c) Process of renegotiation. In mak-
ing renegotiation determinations, the
Departments and their representatives
shall apply the following general
principles:

(1) All of the information necessary
to a sound and supportable determina-
tion Shall be obtained.

(2) The contractor shall be given an
opportunity to develop and present what-
ever Information is available to him
which he may consider pertinent to the
determination.

(3) Requests for additional informa-
tion and the number of meetings held
with the contractor or his representa-
tives shall be held to a minimum.

(4) Financial and factual informa-
tion is to be reviewed with the con-
tractor and his agreement to its ac-
curacy obtained whenever possible.

(5) The contractor is to be given
every possible assistance and all neces-
sary information with respect to the
technical requirements of renegotiation,

the Renegotiation Act and the Renego-
tiation Regulations.

(6) The facts and conclusiohs with
rospect to the contractor's business are
to be fully developed before a determina-
tion of excessive .profits.

(7) Determinations, either proposed
or final, are to be carefully considered
and are to weigh all the facts and factors
of the contractor's business as presented
and established. ERR 402.3]

§ 1604.403 Specific considerations-
(a) Profits before taxes. In renegotia-
tion the amount of excessive profits Is
to be determined before provision for
Federal taxes-on income. Profit mar-
gins on war contracts should not be
increased or maintained at a high level
in order to offset higher taxes. To per-
mit such a practice would nullify the
intent of Congress as expressed in the
Revenue Act. [RR 403.1]

(b) Separation of fixed-price and
other special fee contracts. Cost-plus-
fixed-fee and other special fee contracts
of a contractor are to be treated sepa-
rately from fixed-price contracts. It Is
necessary to set forth separately the
amount of renegotiable business done on
cost-plus-fixed-fee -or other special fee
contracts. (See § 1604.407.) ERR 403.21

(c) Comparisons. In evaluating a
contractor's performance, comparisons
should be made with the prices, costs
and profits of other contractors engaged
in the production of the same or similar
products or using the same or similar
processes. ERR 403.31

(d) Factors considered. The factors
required to be given consideration are
stated in H 1604.408 through 1604.416.
ERR 403.4]

(e) Significance of settlements for
prior years. (1) Notwithstanding the
existence of a renegotiation settlement
for a previous fiscal year, all the facts
applicable to a contractor's business for
the year being renegotiated are to be
examined and considered. The previous
basis of determination is not a con-
trolling precedent and the renegotiation
of a succeeding-fiscal year shall be predi-
cated solely on the facts and crreum-
stances of that period.

(2) Loss of 1942 exempt-volume of
sales should not be compensated for by
an increase in the profit margin on re-
negotiable sales. ERR 403.5]

(f) Reserves against possible renego-
tiation refunds. It is recognized that
sound accounting principles may make
it desirable for contractors to establish
reserves against possible renegotiation
refunds, but that the amount of reserves
established in individual situations will
vary widely depending upon the policy-
of the particular contractor concerned.
Neither the existence nor the amount of
such reserves is to be considered directly
or indirectly in connection with the de-
termination of excessive profits to be
eliminated in renegotiation. The rene-
gotiating agencies will recognize that
conservative practice may result in set-
ting up such reserves in excess of the
anticipated liability and will not directly
or indirectly penalize a contractor for
such -action. ERR 403.6]

§ 1604.404 Computing margins of
proft. In computing the margin of
profit a contractor receives on his rene-
gotiable business or sales after making
a refund, the amount of the refund is
always deducted from -the renegotiable
business or sales as well as from the
profit thereon. ERR 404)

§ 1904.405 Overextended contractors.
It is not the function of renegotiation to
provide contractors with capital funds
from excessive profits created by the
prices of war goods. The contractor's
right to a reasonable profit and his need
for working capital should be distin-
guished. A contractor should not be al-
lowed td retain excessive profits on war
contracts because he lacks adequate
working capital in relation to a greatly

,increased volume of business, Other
measures may be availed of to provide
adequate financing. In certain cases the
payment of the refund may be deferred
but only for a reasonable period and
under circumstances which Justify such
deferment. This policy is explained in
§ 1604.422. ERR 405]

§ 1604.406 Minimum refund. No re,
fund of excessive profits should, in the
absence of unusual circumstances, be re-
quired in an amount less than $10,000
after credit for the adjustment for Stato
income taxeO (see § 1603.389) ERR 406]

§ 1604.407 Cost-plus-ixed-ee con-
tracts-(a) Policy. Cost-plus-fixed-fee
contracts are to be considered separately
from fixed-price contracts, Paragraphs
(b) (c) and (d) of this section refer to
supply contracts. ERR 407.1]

(b) Procedure. In renegotiating cost-
plus-fixed-fee contracts, the contractor
should set forth the actual and prospec-
tive costs as well as the fees, stated sep-
arately, for each individual contract.
The following information should be
obtained:

(1) Comparison of the actual and pros-
pective costs of each contract should be
made with the estimated cost upon which
the fee was based.

(2) The dates, amounts and fees of
each contract should be assembled in
chronological order. Note whether the
fixed fee decreased as the volume of the
same product to be produced on succes-
sive contracts increased.

(3) The proportion of the sales, costs
and profits attributable to the fiscal year
under renegotiation should be set forth.

(4) The factors referred to in § 1604.408
and following should be considered. ERR
407.2]

(c) Treatment of disallowed costs and
adjftstment of fees. (1) Disallowances
of costs under cost-plus-fixed-fee con-
tracts made in accordance with the terms
of the contracts will, except as noted be-
low, be deducted from the fee. If, how-
ever, any part of the amounts so dis-
allowed are determinable business ex-
penses which would otherwise necessarily
have been incurred for the continued op-
eration of the business as an enterprise
and, if such amounts are deductions of
the character permitted under the ap-
plicable provision of the Internal Rev-
enue Code and the contractor has
fixed-price business, the amount of such
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disallowances may be allocated to fixed-
price renegotiable and non-renegotiable
business in proper proportions.

(2) The resultant net fee in terms of
percent of costs will be related to the
percent fee provided for under the con-
tract or contracts.

(3) Actual product costs will be related
to the prices specified in the contract or
contracts on which the fee is based.

(4) The resultant dollar fee will be re-
lated to the work done under the con-
tract or contracts, the performance re-
sults, and the volume of business result-
ing from the contract or contracts.

(5) The elements stated in subpara-
graphs (1) (2) (3) and (4) above should
be reviewed, when appropriate, with the
procurement officers responsible for the
placing and supervision of the cost-plus-
fixed-fee contracts for the purpose of
determining whether or not -the fee re-
sult is consistent with that intended when
the contract or contracts were entered
into. ERR 407.3]

(d) Proftt margins. (1) The margin
of profit on cost-plus-fixed-fee contracts
should be less than that on fixed-price
contracts for the same volume of the
same product under similar circum-
stances.

(2) If there has been a reduction of
costs below the estimated costs on which
the fee -was based and it is clearly dem-
onstrated that such reduction of costs
is attributable to the contractor's own
efforts, the fee should not be reduced
merely because of this reduction in costs.
The fees received under a cost-plus-
fixed-fee contract should have a reason-
able relationship to the services per-
formed by the contractor. ERR 407.41

§ 1604.408 Factors requiring con-
szderation. The Renegotiation Act of
1943 specifies factors which must be
taken into consideration in determining
excessive profits and requires the con-
sideration of additional factors when
published in the regulations of the War
Contracts Board. ERR 408]

§ 1604A09 General policy. Reason-
able profits in every case should be de-
termined with reference to the particu-
lar factors present without limitation
or restriction by any fixed formula with
respect to rate of profit, or otherwise.
Renegotiation should not result in a mar-
gin of profit based on the principle
of a percentage cost as profit. Contrac-
tors who sell at lower prices and pro-
duce at lower costs through good man-
agement, improved methods of produc-
tion, close control of expenditures and
careful purchasing should receive a rela-
tively more favorable determination than
those who do not. Mere claims of the
contractor, in the above terms, for favor-
able consideration cannot be recognized.
They must be supported by established
facts, analyses and appropriate compari-
sons which clearly demonstrate their
validity. ERR 409]

§ 1604.410 Efficiency of contractor-
(a) Statutory provision. Subsection (a)
(4) (A) of the Renegotiation Act of 1943
provde§ that in determining excessive
prcfts there shall be taken into con-
sideration the iollowmg factor:

No. 113- 5

(I) eMolency of contractor, with particu-
lar regard to attainment of quantity and
quality production,. reduction of costs and
economy In the use of materials, facilities,
and manpower.
ERR 410.1]

(b) Comment. Consideration Is to be
given to the contractor's record for effi-
ciency or lack of efficiency in operations
with particular attention to the follow-
Mag:

(1) The quantity of production; for
example, In relation to available physi-
cal facilities; the meeting of production
schedules; the expansion of facilities;
the maximum use of available produc-
tion facilities.

(2) The quality of production; for
example, th6 record of maintenance of
standards of quality, the rejection rec-
ord; reported mechanical or other diffi-
culties in the use or installation of the
product.

(3) The reduction of costs; for
example, the decrease in costs per unit
of production or per unit of sales as
between fiscal years and as compared
with other contractors producing the
same or similar products where the
operations are reasonably comparable;
the decrease In administrative, selling or
other general and controllable expenses;
the decrease in prices paid vendors on
purchased materials and subcontracted
items or units. (See § 1604.411 (b) (1)
to (b) (3) inclusive.)

(4) The economy In the use of ma-
terials, facilities and manpower; for
example, the decrease in quantity of
materials used in relation to production
and the number of employees in relation
to production; the substitution of non-
jritical materials for critical materials;
the reduction of waste. ERR 410.2]

§ 1604.411 Reasonableness of costs
and profits-Wa) Statutory prorlsion.
Subsection (a) (4) (A) of the Renego-
tiation Act of 1943 provides that In
determining excessive profits there shall
be taken Into consideration the following
factor:

(l) reasonablenc:i of costs and profits,
with particular regard to volume of prcduc-
tion. normal pre-war earnings, and com-
parison of war and peacetime products.

ERR 411.1]
(b) Comment. (1) Consideration is

to be given to the reasonableness or the
excessiveness of costs and profits of the
contractor. Comparisons should be
made with the contractor's own costs
and profits In previous years and with
current costs and profits of other con-
tractors, if the information is available.
In comparisons, uncontrollable varia-
tions in labor, material or other costs
should be taken Into account. Particu-
lar attention should be given to relative
changes In controllable costs such as
selling, advertising and general admin-
istrative expenses. Low costs with rela-
tion to other contractors and lowered
costs with relation to the prior fiscal
year, where clearly established and
shown to be the result of efficiency in
management, are especially significant
and should receive favorable considera-
tion.

(2) Consideration should be given to
the corresponding profits in pre-war base
years of the contractor and for the in-
dustry, especially in cases where the war
products are substantially like pre-war
products. In the absence of exceptional
circumstances, the years 1936-39 will be
used as a base period. In making com-
parisons with the base period, consid-
eration should be given to any funda-
mental changes In the contractor's
business, including the difference in
character between war and peacetime
products. The contractor's peacetime
profits will be of greater significance
where there is little change n the prod-
uct or manufacturing process since tne
base years. The rate of profit made on
peacetime business is not of Itself a basis
for profits to be made on war contracts.
It should not be assumed that under war
conditions a contractor is entitled to as
great a margin of profit as that obtained
under competitive conditions in normal
times.

(3) Consideration is to be given to the
effect of volume on costs and profits.
Increased volume usually serves to re-
duce average unit costs and increase
profits accordingly. Where the volume
has been created by Government pur-
chasing, the GoVernment should receive
the principal benefit from the decreased
costs and increased profits resulting
therefrom. In general, the margin of
profit on expanded war sales should be
reduced In reasonable relationship to the
expanded volume.

(4) Where a contractor is engaged in
more than one class or type of business,
the varying characteristics of the several
classes of business should be taken into
con-sideration. ERR 411.21

§ 1604.412 Capital employed-(a)
Statutory provisfon. Subsection (a) (4)
(A) of the Renegotiation Act of 1943 pro-
vides that in determining excessive
profits there shall be taken into con-
sideration the following factor:

(l11) amount and source of public and
private capital employed and net worth.
ERR 412.1]

(b) Comment. Consideration is to be
given to the amount and source of capital
employed: This should include estab-
lishing and considering the pronortion
of plant or equipment or materials sup-
plied by Government agencies or other
contractors; the amount of production
from plant and equipment furmshed by
the Government or others; the amount
and proportion of investment covered
by Certificates of Necessity" the amount
of private capital at the beginning of
the year; the extent and source of addi-
tional Investment during the year in flxed
assets; and loans, advances or Govern-
ment guarantees. The relationship of
the profit realized.before and after re-
nEgotiation from the use of capital to
the value thereof at the beginning of the
year should be used as a check to de-
termine the return being realized on
such Investment. A contractor using
his own capital Is generally entitled to
more favorable consideration than a con-
tractor largely dependent upon Govern-
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ment financing or Government furnished
facilities. Where a large part of the
capital or facilities is supplied by th6
Government, the contractor's contribu-
tion tends to become one of management
only and the profit margin should be con-
sidered accordingly. ERR 412.2)

§ 1604.413 Extent of risk assumed-
(a) Statutory provsion. Subsection (a)
(4) (A) of the Renegotiation Act of 1943
provides that in determining excessive
profits there shall be taken into con-
sideration the following factor:

(iv) extent of risk assumed, including he
risk incident to reasonable pricing policies.

ERR 413.13
(b) Comment. (1) Consideration Is

to be given to the extent of risk assumed
by the contractor; for example, possible
increase in the cost of materials and
wages; delays from inability to obtain
materials; "cutbacks" in quantities;
guarantees of quality and performance
of the product; and such other risks as
may be clearly determined.

(2) Particular consideration should
be given to the risks assumed incident to
reasonable pricing policies. The pricing
policy of the contractor. is more clearly
indicated by the reasonableness of his
billing prices and the reasonableness of
the profit margin included in billing
prices than by his final profit position.
Voluntary refunds establishing a lower
profit margin for the fiscal year are sig-
nificant only when having the effect of
consistently adjusting prices and profits
throughout the period. The contractor
whose pricing policy results in compara-
tively reasonable original profit margins
on renegotiable business from original
billing prices should receive more favor-
able consideration than a contractor
whose 15rcing policy results in substan-
tially excessive profits. The contractor
who maintains low cost and only a rea-
sonable margin of profit is subjected to
the risks normally incident to the per-
foripance of a fixed-price contract
secured under competitive conditions,
while the contractor who overprices
usually has taken few, if any, of such
risks. In the latter case, the profit mar-
gin of the contractor should be adjusted
in the direction of the fee that might
have beeh allowed under a cost-plus-a-
fixed-fee contract for the production of
similar articles. Since many contractors
have now had sufficient experience in
production of. contracted materials to
eliminate or reduce the risks that may
have justified liberal prices earlier, re-
negotiation agencies are to emphasize
pricing policy by giving less favorable
consideration to contractors who have
not followed a reasonably close pricing
policy. (See subparagraph (5) of this
paragraph.)

(3) The record of the contractor, dur-
ing the fiscal year being renegotiated, in
reducing prices to reflect reductions in
costs and to avoid the accumulation of
excessive profits should be taken into ac-
count. The record in fulfilling or not
fulfilling, In the year under considera-
tion, price reduction commitments in a
renegotiation agreement made in the

previous year should be given substantial
weight.

(4) Price comparisons should be made
with other contractors making the same
or essentially similar products.

(5) While prices which are actually
lower than those of competitors are a
favorable fact, it should be recognized
that a low profit margin may be the re-
sult of comparatively low prices being
coupled with comparatively high costs in
which event neither the low prices nor
the low profit margin should receive full
consideration as favorable facts.

(6) Where the entry of a contractor
into war business-involved physical and
other adjustments which will create sub-
stantial problems in a reconversion to
pre-war business such as possible loss on
capital investments made for war pro-
duction purposes, loss or saturation of
markets or other similar problems,'the
increased risk incident to such contrac-
tor's entry into war business as com-
pared with other contractors who do not
have similar risks is to be given consid-
eration. •[RR 413.2)

§ 1604.414 Contribution to the war ef-
fort-(a) Statutory provwszon. Subsec-
tion (a) (4) (A) of the Renegotiation
Act of 1943 provides that in deteimining
excess profits there shall be taken into
consideration the following fictor:

(v) nature and extent of contribution to
the wax effort, including inventive and de-
velopmental contribution and cooperation
with the Government and other contractors
In supplying technical assistance.

ERR 414.1)
(b) Comment. Consideration is to be

given to the nature and extent of the
contractor's contribution to the war ef-
fort. Favorable consideration for unu-
sual contributions should begin at a high
level of performance. Experimental and
developmental work of high value to the
war- effort, and new inventions, tech-
niques and processes of unusual merit
are examples of special contributions.
The extent to which a contractor co-
operates with the Government and with
other contractors in developing and sup-
plying technical assistance to alternative
or competitive sources of supply is a fact
which should be given favorable con-
sideration and the effect of such sharing
of knowledge on the contractor's future
peacetime business should also be taken
into account. ERR 414.2)

§ 1604.415 Character of bustness-(a)
Statutory proviston. Subsection (a) (4)
(A) of the Renegotiation Act of 1943
provides that in determining excessive
profits there shall be taken into con-
sideyation the following factor-

(1') character bf business, including com-
pl ixty of manufacturing technique, char-
acter and extent of subcontracting, and rate
of turn-over.

ERR 415.1)
(b) Comment. (1) Consideration Is

to be given to the character of the busi-
ness of the contractor. The manufac-
turing contribution will vary with the
nature of the product and the degree of
skill and precision required in the work
performed by the contractor. A con-

tractor who performs a large proportion
of the work under his contract directly
contributes a greater part of the ultimate
value of his product and generally has a
lower turnover than companies acting
primarily in an assembly capacity. The
work done by a contractor who subcon-
tracts a substantial portion of the man-
ufacturing process differs from the work
done by a contractor who makes the end
product through all or most of its pro-
duction stages. The ratio of labor and
burden (overhead) to materials included
in costs is usually significant. The rela-
tive complexity of the manufacturing
techique and the relative integration of
the manufacturing process are the basl
considerations in evaluating.this factor.

(2) Maximum war production and the
policy of Congress require that subcon-
tracting be used to the maximum ex-
tent practicable. A contractor who,
through subcontracting, materially in.
creased the volume of war production
in addition to making full use of his own
plant and facilities, has shown Ingenuity
and resourcefulness in making use of
the facilities of small plants, has assisted
with engineering and production advice
and has devoted time and managerial
ability to such subcontractors should be
considered as having made a greater
contribution than one who has merely
subcontracted certain parts of his pro-
duction requirementq. The contribution
made by a contractor with respect to
organizing the volume of his business
produced by subcontractor4 varies sub-
stantially and must be evaluated in each
instance.

(3) Rate of turnover will Indicate the
use of plant, materials and net worth.
Low rate of turnovdr may indicate more
complete integration In production or be
related to the type of product and nature
of the manufacturing process. High rate
of turnover may indicate relatively
smaller manufacturing contribution or
by comparison with other manufacturers
of similar products a relatively greater
efficiency. ERR 415.2)

§ 1604.416 Additiona! factors-(a)
Statutory promsion. Subsection (a) (4)
(A) of the Renegotiation Act of 1943
provides that in determining excessive
profits there shall be taken into con-
sfderation the following factor:

(vii) such other factors the considera-
tion of which the public interest and fair
and equitable dealing may require, which
factors shall be published in the regula-
tions of the Board from time to time no
adopted.

ERR 416.13
(b) Factors provided by regulations.

No additional factors have been adopted
by the War Contracts Board as, in its
opinion, the statutory factors are broad
enough to provide a basis for considera-
tion of any element of a contractor's
business necessary to be considered In re-
negotiation. ERR 416.2]
SUBPART B-RECOVERY OF EXCESSIVE PROFITS

ALREADY REALIZED

§ 1604.420 Scope of subpavt. This
subpart deals with the repayment of
excessive profits already realized. Sub-
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part C deals with the elimination of
excessive profits through voluntary
agreement to reduce prices on deliveries
to be made in the future. Subpart D
deals with the allowance of the tax credit
to which the contractor is entitled under
section 3806 of the Internal Revenue
Code. ERR 4203

§ 1604.421 Statutory provision. Sub-
section (c) (2) of the 1943 act provides:

Upon the making of an agreement, or the
entry of an order, under paragraph (1) by
the Board, or the entry of an order under
subsection (e) by The Tax Court of the
United States, determining excessive profits,
the Bard shall forthwith authorize and
direct the Secretaries or any of them to
eliminate such excessive profits (A) by re-
ductions in the amounts otheriyte payable
to the contractor under contracts with the
departments, or by other revision of their
terms; or (B) by withholding from amounts
otherwise due to the contractor any amount
of such excessive profits; or (C) by directing
a contractor to withhold for. the account of
the United States, from amounts otherwise
due to a subcontractor, any amount of such
excessive profits of such subcontractor; or
(D) by recovery from the contractor, through
repayment, credit, or suit any amount of
such excessive profits actually paid to him;
or (E) by any combination of these methods,
as is deemed desirable. Actions on behalf of
the United States may be brought in the
appropriate courts of the United 2tates to
recover from the contractor any amount of
such excessive profits actually paid to him
and not withheld or eliminated by some
other method under this subsection. The
surety under a contract or subcontract shall
not be liable for the repayment of any ex-
cessive profits thereon. Each contractor and
subcontractor is hereby indemnified by the
United States against all claims by any sub-
contractor on account of amounts withheld
from such subcontractor pursuant to this
paragraph. All money recovered in respect
of amounts paid to the contractor from
appropriations from the Treasury by way
of repayment or suit under this subsection
shall be covered Into the Treasury as mis-
cellaneous receipts. Upon the withholding
of any amount of excessive profits or the-
crediting of any amount of excessive profits
against amounts otherwise due a contractor.
the Secretary shall certify the amount
thereof to the Treasury and the appropria-
tions of his Department shall be reduced by
an amount equal to the amount so withheld
or credited. ,The amount of such reductions
shall be transferred to the surplus fund of
the Treasury. In eliminating excessive
profits the Secretary shall allow the contrac-
tor or subcontractor credit for Federal income
and excess profits taxes as provided in sectldn
3806 of the Internal Revenue Code. For the
purposes of this paragraph the term "con-
tractor" includes a subcontractor.

ERR 421]
§ 1604.422 Recovery by voluntary re-

payment-(a) In general. In renego-
tiation with respect to a completed fiscal
period, the elimination of excessive prof-
its will ordinarily be effected pursuant to
an agreement providing for a refund.
This refund may be made by the con-
tractor in a single payment or In install-
ments as the agreement may provide.
ERR 422.1]

(b) Time of repayment; general rule.
(1) Generally, when excessive profits are
eliminated by installment payments, the
final installment must be paid not later
than the end of the fiscal year following
that to which the renegotiation relates,

or within 30 days aftcr the execution and
delivery of the agreement, whichever is
later.

(2) If, In the opinion of the Depart-
ment conducting the renegotiation, the
application of the policy stated in sub-
Paragraph (1) of this paragraph will re-
sult in undue hardship to a contractor,
then the renegotiation agreement may
provide for further extensions of the time
of payment for such period or periods,
not extending beyond two years after the
close of the fiscal year to which renego-
tiation relates, as may be approved by
such Department.

(3) Installments must be arranged so
that there is no contravention of prin-
ciple stated in paragraph (c) with re-
spect to income tax payments. ERR
422.2]

(c) Relation to income tax payments.
In any case where the excessive profits
have been or may'be excluded from in-
come for Federal income and excess
profits tax purposes for the year to which
renegotiation relates, the installments in
which the renegotiation refund is to be
paid must be so arranged that the total
cash payments required on or before each
payment date for Federal income and
excess profits taxes upon income for such
year are at least equal to the Federal
income and excess profits taxes the con-
tractor would have had to pay by each
such date upon the excessive profits elim-
inated. ERR 422.3]

(d) Interest. No renegotiation agree-
ment when originally made shall require
the payment of interest on installments
of the refund which are not In default
thereunder and which are provided to
be payable within the time prescribed In
paragraph Cb). ERR 422.4]

(e) Repaymettt by credit memoranda.
The elimination of excessive profits may,
but only if the renegotiation agreement
so provides, be effected by reductions In
the amounts otherwise payable to the
contractor under contracts with the De-
partments or by other revision of their
terms. This may be accomplished in
whole or in part by the Issuance by the
contractor of credit memoranda to a De-
partment or Departments applicable
against specified existing prime contracts
in a sum not in excess of the amounts
then unpaid thereon. [ME 422.5]

(f) Tax anticipation notes not ac-
ceptable. Tax anticipation notes can-
not be accepted in discharge of an ob-
ligation to eliminate excessive profits.
However, the Treasury Department has
informed all Federal Reserve Banks that
they are authorized to redeem currently
Series B or Series C tax notes If the
proceeds of the notes are to be used
in payment of sums due as a result of re-
negotiation. ERR 422.6]

(g) Autlority to enforce Payment.
The authority to enforce payment Is
dealt with in §§ 1604.421, 1606.626 (a)
and 1608.821 (a). See also § 1604.423
below.) ERR 422.7]

§ 1604.423 Withholding as a method
of recovery. (a) In a proper case, ex-
cessive profits may be eliminated by the
withholding of the amount of excessive
profits from amounts otherwise due to
a contractor or by directing a contractor

to withhold for the account of the United
States amounts otherwise due to a sub-
contractor.

(b) Withholding on subcontracts will
be effected by a contractor or subcon-
tractor upon a direction issued by a Sec-
retary of a Department or pursuant to
his authority. The contractor should
make payment to his subcontractor in
accordance with the terms of the sub-
contract until otherwise so directed.
The 1943 act indemnifies any contractor
or subcontractor against all claims under
any subcontractor for an amount with-
held pursuant to such a direction. Any
amount so withheld by a contractor or
subcontractor shall be held by him for
the account of the United States and
shall be paid over to a Department upon
a direction issued by or pursuant to the
authority of a Secretary of a Depart-
ment.

c) Action to withhold under con-
tracts and subcontracts may be taken
upon default in the elimination of ex-
cessive profits determined by agreement,
as well as in cases of determinations of
excessive profits made by unilateral
order. [ER 423]

§ 1604A24 Repayment of excessive
profits determined by order. The elimi-
nation of excessive profits determined
by order is dealt with in § 1606.626.
ERR 4241

SUBMART C-PRaC REDUCTIONS FOR FUrU

DELIVERIES

§ 1604.430 Scope of subpart. This
subpart deals with future repricing and
its relationship to renegotiation. ERR
430]

§ 1604.431 Statutory references. (a)
The Renegotiation Act of 1943 gives the
War Contracts Price Adjustment Board
no authority to, compel price reductions
for future deliveries, section 403 c) (1)
of the 1943 act conferring the power to
renegotiate only with respect to "amounts
received or accrued." This section m
the 1942 act dealt with "profits realized
or likely to be realized!'

(b) The 1943 act does contain, how-
ever, permissive language with respect
to forward pricing, section 403 (c) (1)
providing that any renegotiation agree-
ment may, "with the consent of the con-
tractor or subcontractor, also include
provisions with respect to the elimina-
tion of excessive profits likely to be re-
ceived or accrued."

c) The authority to compel repricing
of war contracts is now contained in Title
VIII, section 801 of the Revenue Act of
1943. Thereunder, when the Secretary
of a Department deems prices unreason-
able or unfair, whether under existing
agreements or with respect to prospective
procurement, he may by order fix the
price to be paid and other terms. Any
person aggrieved may, within six months
after the date of the order, sue in an
appropriate court for the difference be-
tween the price fixed by the order and
what he claims to be fair and just com-
pensation. Should any person willfully
refuse or fail to furnish any articles or
services at the price so fixed, the Presi-
dent has power to take over and operate
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any plant of such person under section 9
of the Selective Training and Service Act
of 1940, as amended. (For citation of
the repricing statute see § 1608.804.)
ERR 431]

§ 1604.432 Necessity for future przc-
ing in renegotiation. (a) Compulsory
repricing of contracts with respect to
future deliveries will be separately ad-
ministered by the Secretaries of the sev-
eral Departments, and is not by statute
an obligatory part of renegotiation.

(b) In every case where there has
been a determination of excessive profits
and it appears excessive profits may be
realized in the future from current
prices, an attempt should be made to
include in the renegotiation agreement
a provision for reduction of prices on
future deliveries. If the -contractor is
unwilling to adjust future prices, his
failure so to do will be taken into con-
sideration in the next renegotiation. In
such case, a report shall be made to the
procurement officials having authority to
reprice under Title VIII. ERR 432J

§ 1604.433 General policy on price re-
ductions for future deliverzes. (a) The
reduction of excessive prices for future
deliveries is especially vital to the cost
of the war production program. A con-
tractor maintaining a high margin of
profit, but refunding part of these profits
at the time of renegotiation will not have
the same need to control or curtail costs
as a contractor who is operating with
a reasonable current margin of profit.

(b) The contractor who maintains an
excessive profit margin on current sales
has eliminated risks to almost the same
extent as a cost-plus-fixed-fee contrac-
tor. On subsequent over-all renegotia-
tion such a contractor will receive less
favorable consideration than a contrac-
tor who has operateUl throughout the
year. on prices which include only a
reasonable profit. (See § 1604.411.)
ERR 433]

§ 1604.434 Determination of amounts
of price reduition. In general an at-
tempt should be made to reduce the
prices for future deliveries sufficiently
to avoid the future realization by a con-
tractor of excessive profits under his
contracts and subcontracts. The actual
reductions indicated as necessary should
be determined from the financial and
other information obtained on renego-
tiation for the preceding period and fron
available current cost and price data.
ERR 434]

§ 1604.435 Reductions not final. The
provision for reduction should clearly
state that any reduced prices or price
reductions for the succeeding period,
provided in the agreement, are not a
final determination under the act and
do not operate as a clearance for those
prices or for the succeeding period.
ERR 435]

§ 1604.436 Performance of agreement
to reduce prices. The contractor's rec-
ord in fulfillment of his agreement to
reduce prices made in renegotiation -for
a previous year will be given substantial
weight in the renegotiation determina-
tion of the current year. ERR 4361

SUBPART D--REVEGOTIATION AMD TAXES

§ 1604.440 Scope of subpart. This
subpart deals with the effect of renego-
tiation upon a contractor's Federal in-
come and excess profits taxes. ERR
440]

§ 1604.441 Statutory provwsons-(a)
Subsection (c) (2) of the 1943 act.
Subsection (c) (2) of the 1943 act pro-
vides in part as follows:

In eliminating excessive profits the Secre-
tary shall allow the contractor or subcon-
tractor credit for Federal Income and excess
profits taxes as provided In section 3806,of
the Internal Revenue Code.

ERR 441.11
(b) Section 3806 of the Internal Rev-

enue Code. Seution 3806 of the Internal
Revenue Code is set forth in § 1608.802.
This section requires, as a general rule,
that the amount oft a contractor's Fed-
eral income and excess profits taxes,
which have been assessed for a prior
taxable year in respect of excessive
profits realized in such year, be allowed
as a credit against the total excessive
profits to be eliminated. By reason of
the amendments to section 3806 made by
section 701 (c) of the Revenue Act of
1943, it also provides special rules cover-
ing the allowance of tax credits against
excessive profits to be eliminated for tax-
able years beginning in 1942 in cases in-
volving individuals who are subject to
the Current Tax Payment Act of 1943.
ERR 441.2]

§ 1604.442 Renegotiation after filing
of Federal tax returns-(a) Allowance
of credit for Federal taxe&. (1) The al-
lowance of a credit for Federal taxes is
nrovided by section 3806 of the Internal
Revenue Code for the.purpose of reliev-
ing contractors from double payments of
excessive profits to the Treasury, once in
the form of taxes and again as excessive
profits, and to avoid the necessity for tax
refunds by the Treasury.

- (2) Where excessive profits are de-
termined for a taxable year for which
complete Federal income and excess
profits tax returns, as distinguished from
tentative returns, have been filed, the
difference between the amount of Fed-
eral income and excess profits taxes as-
sessed in respect of the contractor's
income for the period (including the ex-
cessive profits) and the amount of
Federal income and excess profits taxes
which would have been assessed if the
excessive profits had been excluded from
the returns, is allowed as a credit against
the excessive profits determined.

(3) The amount of the credit is based
upon the amount of taxes assessed prior
to the credit computation. If the assess-
ment based upon the return filed has not
been revised by the Bureau of Internal
Revenue then the credit is computed
upon the basis of such assessment. If
such assessment has been revised, 'then
the credit is computed upon the basis of
the revised assessment.

(4) Adjustments of a contractor's re-
turns to reflect the reduction of taxabte
gross and net income and the amounts
of tax and postwar credit are' made by
tfhe Bureau of Internal Revenue aftey
tax credits have been allowed. Any sub-

sequent changes in the contractor's net
Income or tax liabilities are based upon
these adjusted figures. Amended re-
turns are not to be filed. When the tax
credit is computed and applied It will not
be revised thereafter.

(5) The effect of this credit provision
is to require precisely the same aggregate
amount of payments to the Government
(as taxes and excessive profits) where re-
negotiation occurs after the filing of Fed-
eral tax returns, as would have been
required if the gross amount of the ex-.
cessive profits had been repaid to tho
Government prior to the filing of the Fed-
eral tax returns and no Federal taxes
had been assessed thereon. ERR 442.1]

(b) Computation o1 credit for Federal
taxes. (1) The Bureau of Internal Rev-
enue computes the credit allowable under
section 3806 of the Internal Revenue
Code for Federal Income and excess
profits taxes assessed for a prior taxable
year. The 'contractor should submit
written requests for such determinations
directly to the Internal Revenue Agent
in Charge of the Division of the Bureau
of Internal Revenue where the contractor
filed its tax return for the fiscal year
involved. Forms for requesting com-
putation of the credit appear at §§ 1607.-
731, 1607.732 and 1607.733. The requests
should not be sent to the Collector of In-
ternal Revenue.

(2) Where the original returns have
been filed so recently that they ard not
available to the office of the Internal
Revenue Agent in Charge, he will com-
pute the amount of the tax credit from
the contractor's retained copies of the
returns. It usually requires at least
six months after filing, for a return to
reach the office of the Internal Revenue
Agent Jin Charge. In such cases, photo-
'stat or certified copies of the returns
should accompany the request to the In-
ternal Revenue Agent in Charge. In
the case of corporations, copies of pages
one and two of the corporation forms
1120 and 1121 will ordinarily suffice.

(3) A copy of the contractor's request
to the Internal Revenue Agent in Charge
should be mailed to the Department han-
dling the renegotiation. ERR 442.2]

(c) Federal tax credit of individuals
under Current Tax Payment Act. (1)
Under the Current Tax Payment Act of
1943, there is only one tax liability
with respect to the income of individuals
for 1942 and 1943, and this tax liability
is determined on the basis of the return
for 1943. Accordingly, the tax credit al-
lowable to Individuals in such cases will
not be the decrease In the tax for the
particular year which Is renegotiated, but
the decrease in the total tax for 1943
which results from the elimination of ex-
cessive profits realized In 1942 or in
1943.

(2) The amount of an individual's
total tax for 1943 which Is to be decreased
by the elimination of excessive profits
is either his tax liability for 1943, as
shown on his return for 1943, or his total
payments on account of his tax for 1942
and 1943, whichever amount is the larger.

(3) Where excessive profits deter-
Wined for 1942 or 1943 were included by
lhe contractor in the computation of
is tax liability as shown on his 1943
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return, the tax credit computation should_
be requested in accordance with the form
appearing at § 1607.732.

(4) Where excessive profits deter-
mned for 1942 or 1943 were included by

the individual in- computing his esti-
mated tax for 1943 but such excessive
profits were omitted in computing his
tax liability as shown on his return for
1943, the tax credit computation should
be requested in accordance with the form
appearing at § 1607.733.

(5) Where, before renegotiation, the
excessive profits were included in the tax
computation as described in stxbpara-
graph (3) or (4) the amount of the
credit is the excess of (i) the amount of
the tax which is to be decreased, de-
scribed under subparagraph (2) over
(it) the tax as computed after the ex-
cessive profits have been eliminated from
income.

(6) Under the Current Tax Payment
Act, a 1942 taxable year of an individual
is any taxable year which began in 1942.
Such a 1942 taxable year may, therefore,
be a fiscal year ended- at any time in
1943 prior to December 31, 1943.

(7) In no case will a tax credit be com-
puted by the Internal Revenue Agent in
Charge, or allowed in renegotiation, prior
to the filing of the return for 1943. ERR
442.3]

(d) Determmation of Federal tax
credit for partnerships. (1) Since a
partnership files only an information re-
turn and the Federal tax is imposed on
the individual incomes of the partners,
the tax credit to which a partnership is
entitled under section 3806 for a prior
taxable year is the aggregate amount of
the separate credits to which the mdi-
vidual partners are entitled because their
.shares of the partnership's income are
reduced by the elimination of the ex-
cessive partnerslp profit. A request,for
a credit computation should be made for
each partner on the form set forthat
§ 1607.732 or 1607.133, whichever is ap-

propriate under the circumstances.
(2) For example, if A and B are part-

ners with 60% and 40% interests re-
spectively, and the partnership has re-
alized excessive profits of $1,000,000 for
a prior taxable year, then the elimiiation
of $1,000,000 excessive profits of the part-
nership will reduce A's taxable income
for the year 5y $600,000 and B's by $400,-
000. Upon request for a determnnation
of the credit under section 3806, the In-
ternal Revenue Agent in Charge will de-
termine the amount by which the elimi-
nation of these excessive profits would
reduce A's and B's individual income tax
for the year. The aggregate amount of
such reductions in A's and B's individual
Federal income tax will represent the
credit to be allowed under section 3806
against the partnership's obligation to
refund excessive profits of $1,000,000.
ERR 442.4]

§ 1604.443 Renegotiation prior to fil-
ing of Federal tax returns-(a) Exclu-
sion of excesswe profits from returns.
(1) When. as a result of renegotiation,
the amount of excessive profits is de-
termined for a period for which Federal

income and exeess profits tax returns
have not been filed, such amount of ex-
cessive profits may be excluded from the
contractor's returns for the period.

(2) The amount of excessive profits
eliminated for a particular taxable year
may not be deducted or excluded from
taxable Income for any other taxable
year.

(3) The tax effect of renegotiation for
periods for which Federal income and
excess profits tax returns have not been
filed Is more fully set forth in IT 3577
and IT 3611 at H8 1608.852 (b) and (c).
[RR 443.1]

(b) Effect of tentative tax return.
When a contractor has filed a tentative
return for the year nvolved and has
been granted an extension of time for
filing his completed return, the provi-
sions of IT 3577 and IT 3611 as outlined
above will apply If the renegotiation
takes place before the filing of the com-
plete return. (RR 443.2]

§ 1604.444 Special allocations of ex-
cessive profits elimination required for
Federal tax purposes. (a) Where a re-
negotiation is conducted on a consoli-
dated basis, excessive profits to be elim-
Inated must be allocated between the
entities so consolidated (see Q§ 1603.311).

(b) Where a renegotiationis conducted
on a contract by contract basis and the
profits from such contracts are taxed on
a percentage of completion basis, exces-
sive profits to be eliminated must be
allocated among the taxable years In
which such profits were subject to Fed-
eral Income and excess profits taxes.

(c) Special allocations of excessive
profits to be eliminated under (a) and (b)
above should appear In the renegotiation
agreement or In the order determining
excessive profits and also In any request
to an Internal Revenue Agent In Charge
for tax credit computations. [RR 444]

PART 1605-An=ansrns Az.rn SrTaz.-xirs
Part 1605 governing agreements and

clearances Is added, as set forth below.
5B-PA=T A-Af=lE="i A"IM CLM=AXES

Sec.
1605.501 General.

(a) Statutory authority.
(b) Uses of agreements and clearances.

1605.502 Standard form of agreement.
(a) In general
(b) Article 1: Profits to be eliminated.
(c) Article 2: Warranty: Exhiblt A. Ex-

llbit B.
(d) Article 3: Tax Credit under cection

3E0 of the Internal Revenue Cede.
(e) Article 4: Terms of payment.
(f) Article 5: Article requiring elimina-

tion of additional exces.ive profits.
(g) Article 6: Covenant against contingent

fees.
(h) Article 7: OMcials not to benefit.
(1) Article 8: Discharge of liability.
(J) Article 9: Renegotiation, rebate.
(k) Article 10: Execution of the agree-

ment.
(1) Formalities of execution.

1605.503 Exhibit A.
1605.504 -Exhibit B.
1605.505 Exhibit C.
1605.506 Additional provisions; varlatlons.

(a) In general.
(b) Forward pricing clause.
(c) AntI-dlscrnilnation clause.
(d) Other special provilow.

S-c.
1605-7 Prohibited provisions.

(a) Reservatlons impairing finality of
agreement.

(b) Provislon for refund by the Gover-
ment.

(Q Periodic refunds of future excessive
profits.

1605.M53 Clearances.
(a) When given.
(b) Use and form of clearance notice.
(c) Use and form of clearance agreement.

1605.M AdmIn stration of determinations
by agreement or order.

1605M510 Agreement- for periods involving
dflerent acts.

SUIP,=T r-5TAMITS TO COraicreo
n
s

1605.520 Sc-pa of subpart.
1605.521 Statutory provision.
1605.22 Request for stAtement.
1605.53 Contents of statement.
1605521 Statement prior to final determi-

nation.
(a) Where statutory determination has

not yet an mad.
(b) Where determination Is by order which

may not be final.

SUIPART nh AGFJl.sirrs A . CuLEAxUCES

§ 1605.501 GeneraZ- (a) Statutory
authority. (1) Subsection (c) (4) of the
1943 act provides as follows:

For the pirpwses of this section the Board
may mase final or other agreements with a
contractor or subcontractor for the elimina-
tlon of exces-ive profits and for the discharge
of any liability for excessive profits under
this section. Such agreements may contain
such terms and conditions as the Board
dcema advicable. Any such ageement shsil
be conclusive according to Its terms; and ex-
cept upon a chowing of fraud or malfeasance
or a willful misrepresentation of a material
fact. (A) such agreement shall not for the
purposea of this section be reopened as to
the matters agreed ucon, and shall not be
modliled by any ofilcer, employee, or agent
of the United States, and (B) such agree-
ment and any determination made in ac-
cordance therewith shall not be annauled.
mdliled. ct aside, or disregarded in any
suit, action, or proceeding.

(2) Subsection (c) (1) of the 1943 act
provides, n part, as follows:

Any such agreement, if made, may, with the
concent of the contractor or subcontractor,
alco include provisions with respect to the
elimination of excessive profits liaely to be
received or accrued.

[HR 501.1]
b) Uses of agreements and clear-

ances. The following types of instru-
ments are used Inconnectfon with rene-
gotiation:

(1) Renegotiation agreements. These
are to be used when, upon conclusion of
the renegotiation proceedings, a final
agreement Is reached between the con-
tractor and the renegotiation ofciais of
the Government that a certain amount
of excessive profits is to be eliminated.
A form of such agreement is set forth
in § 1607.741 (a)

(2) Clearances. These are to be used
where, upon a review of the financial
and other data submitted by the contrac-
tor, It is formally determined that there
are no excessive profits for the fiscal year
under review. (See § 1607.742.) [RR
501.2]

§ 1605.502 Standard form of agree-
ment-(a) In general. When, as a re-
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sult of 'renegotiation, an agreement has
been reached with a contractor for the
elimination of excessive profits, such
agreement will ordinarily be evidenced
by the execution of the standard form
of renegotiation agreement, which is set
forth in § 1607.741 (a) of these regula-
tions. The provisions of the standard
form of agreement are discussed in the
succeeding paragraphs. ERR 502.11

(b) Article 1. Profits to be eliminated.
The agreed dollar amount of excessive
profits to be eliminated, after giving
effect, in accordance with subsection (a)
(4) (B) of the 1943 act, to any adjust-
ment for taxes, other than Federal taxes.
measured. by income, will be set forth in
Article 1. Ordinarily such amount will
be the excessive 'profits determined to
have been, received or accrued during a
particular fiscal year under all of the
contractor's contracts and subcontracts
subject to renegotiation. When the re-
negotiation covers only contracts and
subcontracts completed during a fiscal
year or has been conducted only Nith re-
spect to certain contracts and subcon-
tracts, the language used in Article 1
should be modified accordingly. ERR
502.23

(c) Article 2: Warranty: Exhibit A.
Exhibit B. Renegotiation is, in large
measure, conducted upon the basis of
information and data submitted by the
contractor, particularly financial data.
Since such material is accepted in good -
faith by the Government as the basis
for conducting the renegotiation, it is,
appropriate that the contractor warrant
Its correctness. Article 2 contains such
a warranty, which extends to and in-
cludes the summarized data set forth in
Exhibit A (see § 1605.503) which is to
be annexed to the agreement. If the
renegotiation includes subsidiaries of the
contractor and has been conducted on
a consolidated basis, a list of the sub-
sidiaries will be set forth on an Exhibit
B to be annexed to the agreement, the
correctness of which the contractor will
also warrant (see § 1605.504) An ap-
propriate modification will be made in
Article 2 when Exhibit B Is used. (See
§ 1607.741 (b) (2).) ERR 502.3]

(d) Article 3. Tax credit under section
3806 of the Internal Revenue-Code. (1)
In most instances the contractor will
have been assessed Federal income or
income and excess profits taxes on the
profits to be eliminated. A credit equal
to the amount of such taxes is required
by the Renegotiation Act to be allowed
against the refund to be made in ac-
cordance with section 3806 of the In-
ternal Revenue Code. The provisions of
Article 3 cover the contractor's repre-
sentation that the profits to be elimi-
nated were included in income in his tax
return for the fiscal period involved and
his agreement to procure a computation
by the Bureau of Internal Revenue of
the amount by which his taxes for that
fiscal period are decreasedby-reason of
the elimination of such profits from in-
come. The procedure for procuring
such computation is set forth In
§ 1604.442 of these regulations. ERR
502.4]

(2) If the renegotiation is concluded
before the contractor has filed his Fed-

eral income or income and excess profits
tax returns for the fiscal period involved,
the contractor will ordinarily exclude
from income as reported in such returns
the amount of profits to be eliminated.
In such case no tax credit will be allow-
able and the agreement should, in lieu
of the provisions of Article 3 of the
standard form; contain the provisions
set forth in § 1607.741 (b) (3) (1) of
these regulations.

(3) In some instances less than all of
the profits to be eliminated may have
been included in the income for the fiscal
period upon which :Federal income or
income and excess profits taxes have
been assessed. In such circumstance,
a tax credit Under section 3806 of the
Internal Revenue Code will be allowable
only as against the part of the profits
to be eliminated upon which such Fed-
eral taxes have been assessed. A clause
covering this type of situation is set
out in § 1607.741 (b) (3) of these regula-
tions. ERR 502.41
(e) Article 4. Terms of Payment. (1)

The schedule of the payments to be made
will be set forth in Article 4. A sug-
gested form of such schedule is set forth
in § 1607.741 (b) (5) of these regulations.
,The Department or Service which has
conducted the renegotiation will also
provide, in this article, for the place of
payment. In the event that the profits
agreed in Article 1 to be eliminated are
derived in part from prime contracts
with Defense Plant Corporation, Metals
Reserve Company, Defense Supplies Cor-
poration and Rubber Reserve Company
or any of such corporations, the pay-
ment provision, in accordance with the
footnote to Article 4 on the standard
form will require payment of the amount
thereof to the RFC Price Adjustment
Board.

(2) If a portion of the refund is to
be made to the RFC Price Adjustment
Board, any such tax credit should be
apportioned ratably between the portion
of the refund payable to the RFC Price
Adjustment Board and the portion pay-
able to the Treasurer of the United
States.

(3) Specially detailed terms for elimi-
nation of excessive profitg may be set
forth on an Exhibit C and incorporated
by reference in Article 4 (see § 1605.505)
If no subsidiaries-are inyolved and there
is, therefore, no Exhibit B referring to
such subsidiaries, this exhibit setting
forth the terms of payment should, of
course, be designated -"Exhibit B," in-
stead of "Exhibit C."

(4) 'Limitations upon the period of
time 'beyond which the schedule of pay-
ments must not extend are set forth in
§ 1604.422 of these regulations. ERR
502.5]

(f) Article 5. Article requiring elimi-
nation of additional excessive- profits.
The provision set forth in § 1607.741 (a)
-of these regulations is designed to pro-
tect the interest of the Government if
by reason of reduction of certain costs
shown as paid or incurred, in the finan-
cial data submitted by the contractor,
the profits of the contractor for the
period covered by the renegotiation from
contracts or subcontracts subject to the

Renegotiation Act of 1943 are increased,
ERR 502.61

(g) Article 6: Covenant against con-
tingent fees. This article contains the

,provisions required by Executive Order
9001 to be included in certain types of
Govbrnment contracts. ERR 502.71

(h) Article 7 Offczals not to beneilt.
This article is also 'a standard provision
in most Government contracts, required
by Revised Statutes, section 3741, ap
amended (41 U.S.C. sec. 22) ERR 502.81

(I) Article 8: Discharge of liability.
In consideration of performance by the
contractor of the terms of the agreement
he is granted a discharge of liability in
accordance with subsection (c) (4) of
the Renegotiation Act. When the re-
negotiatioii covers only contracts and
subcontracts completed during the fiscal
year or has been conducted only with
respect to certain contracts or subcon-
tracts, care should be taken that Article
8, when read in connection with Article 1
(see paragraph (b)) discharges the lia-
bility of the contractor only with respect
to the contracts and subcontracts actu-
ally renegotiated. ERR 502.91

(j) Article 9: Renegotiation rebate.
This article specifically reserves to the
contractor his rights under subsection
(a) (4) (D) of the Renegotiation Act In
the event that a recomputation of his
amortization deduction under section
124 (d) of the Internal Revenue Code
should entitle him to a rebate. ERR
502.101

(k) Article 10: Execution of the agree-
ment. The persons executing the agree-
ment on behalf of the contractor And on
behalf of the Government state that they
do so upon proper authority. ERR
502.11)

(1) Formalities of execution. (1) If
the contractor is a corporation, the
agreement must be accompanied by a
certified resolution of the Board of DI-

-rectors of the contractor (ot-the equiva-
lent committee or other body) The
form of the resolution, the adoption of
the resolution, and the execution of the
certificate must all be In accordance with
the formalities required by the particu-
lar state laws involved. The resolution.
Itself should state:

(1) That the agreement Is being en-
tered Into pursuant to the ,Renegotia-
tion Act;

(fi) The amount of profits to be ellml
nated-and the fiscal year for which they
are to be eliminated;

(Ili) The title of the corporate officer
who is being authorized to execute the
agreement on behalf of theleorporation;
and

(iv) The title of the corporate offiler
authorized to afflix and attest the corpo-
rate seal thereon.
The certificate, certifying the adoption
of the resolution should state:

ti) The name and capacity of the dfil-
cer signing the certificate;

(i) The body adopting the resolution
(normally this will be the Board of Di-
rectors, but may, In a particular case,
be an Executive Committee or similar
body)

(i The date of the meeting;
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(iv) The fact that a quorum of the
Board (or other body) was present
throughout the meeting;

(v) That the resolution was duly
adopted;

(vi) If the particular agreement is spe-
cifically 'eferred to in the resolution,
that the agreement to which the certi-
fied resolution is attached is the same
as that referred to in the resolution; and

(vii) That the resolution has not been
modified or rescinded and that it is in
full force and effect.
If the resolution is adopted by an Ex-
ecutive Committee or similar body
(other than the Board of Directors) the
certificate must also include satisfactory
evidence of the body's authority to act.

(2) If subsidiaries of the contractor
are included with the contractor in a
consolidated renegotiation, execution by
the contractor alone will be suffcient
unless the renegotiating agency requires
otherwise. (See § 1603.311.)

(3) If the contractor is a partnership,
all general partners therein should exe-
cute the agreement.

(4) If the contractor is a joint venture,
each participant should execute the
agreement.

(5) The Department conducting the
renegotiation has authority to depart
from the requirements of this paragraph
in its discretion. ERP 502.12]

§ 1605.503 Exhibit A. There bhall be
attached to every renegotiation agree-
ment providing for the elimination of
excessive profits an exhibit designated
"Exhibit A," which shall contain as a
minimum, the financial data and in-
formation reierred to in § 1607.741 (c)
In the discretion of the Department
conducting the renegotiation, any addi-
tional financial data or information may
be inciuded in Exhibit A. ERR 503]

§ 1605.504 Exhibit B. When the con-
tractor has subsidiaries, there shall be
attached to the renegotiation agreement
a list of such subsidiaries in detail. Such
4ist shall be designated as "Exhibit B."
Ordinarily, all of such subsidiaries will
have been consolidated with the parent
company for purposes of the renegotia-
tion agreement, and if any has not been
so consolidated, that fact should be spe-
cially noted on Exhibit B. The amount
of excessive profits, if any, allocated to
each subsidiary must be shown on such
exhibit. A form of clause referring to
Exhibit B for insertion in the renegotia-
tion agreement and a form of Exhibit B
are set out in § 1607.741 (b) (2) (See
also § 1607.741 (d).) ERR 5041

§ 1605.505 Exhibit C. If the provi-
sions for nayment of the cash refund or
for other method of elimination of exces-
sive profits are such as cannot be readily
set out in Article 4 of the standard form
of agreement, such provisions may be set
out in an additional exhibit to the agree-
ment, designated "Exhibit C" which
should be attached to the agreement and
incorporated therein by a reference
thereto in Article 4 of the agreement.
[1M 5051

§ 1605.506 Additional provzszons
Variatious-(a) In general. The -basic
provisions of the standard form of agree-

meat set forth In § 1607.741 (a) of these
regulations are to be used in all cases
except as otherwise noted In this section,
Additional provisions may be addedwhen
required to fit particular situations. Sec-
tion 1607.741 (b) of these regulations con-
tains forms of clauses which, when ap-
propriate, should be used to meet certain
of these special situations. Variations In
language are permissible where neces-
sary, but unless otherwise noted in this
section In no event may any such change
be made, or any provision be added to
the agreement, when the effect would be
to alter or modify the substance or in-
tent of the basic provisions. The con-
clusion of the official signing the agree-
ment on behalf of the Government pur-
suant to duly delegated authority that
the agreement meets the requirments of
this regulation shall be evidenced by the
fact of execution and shall be conclusive.
(See § 1608.821 (a).) ERR 506.1]

(b) Forwrd -ricing clause. The Re-
negotiation Act of 1943 specifically au-
thorizes provision in the renegotiation
agreement, by agreement with the con-
tractor, for the elimination of excessive
profits likely to be received or accrued
in the future. When agreement cannot
be reached upon specific price reduc-
tions, use may be made In the renegotia-
tion contract of the article set forth at
§ 1607.741 (b) (1) In this connection
reference s made to § 1604A30 and fol-
lowing. ERR 500.2)D
(c) Antl-discriminatfon clause. (1)

Executive Order No. 9346 dated May 27,
1943 requires "all contracts hereafter
negotiated or renegotiated" to contain
an article of the type set forth in § 1607.-
741 (b) (4) of these regulations.
(2) Whenever a renegotiation agree-

ment, executed under the act, expressly
purports to modify the terms of specified
existing prime contracts with any of the
Departments with respect to future de-
liveries, and the contract or contracts to
be modified do not contain an anti-dis-
crimination clause, then the renegotia-
tion agreement shall include the provi-
sion set forth in § 1607.741 (b) (4) of
these regulations. Except In such cases
the requirements stated in (1) above do
not apply to renegotiation agreements.

(3) If the renegotiation agreement is
to be followed by a supplemental agree-
ment or agreements modifying the terms
of existing contracts with respect to fu-
ture deliveries, each such supplemental
agreement will provide for the Inclusion
In the contracts so modified, of the anti-
discrimination clause. 'ERR 506.31

d) Other special provisions. Ex-
amples of additional special clauses are
set out in the supplement to the stand-
ard form of agreement (§ 1607.741 (b)).
It is recognized that these provisions are
not exclusive and that many circum-
stances will be encountered requiring
other clauses and provisions. The form
and substance of such provisions will be
witin the discretion of the Department
conducting the renegotiation, subject to
the limitation indicated in paragraph
(a) of this section. [ER 506.4]

§ 1605.507 Prohibited provislons-Ca)
Reservations impairing finality of agree-
ment. No renegotiation agreement is
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acceptable if it or any authorizing resolu-
tion or letter of transmittal contains any
reservation which night be interpreted
as permitting the contractor to reopen
the agreement if the Renegotiation Act is
amended or declared unconstitutional, or
Interpretations of the act are changed, or
new exemptions are established or for
any similar reason. ERR 507.11

(b) Promson for refund by the Gov-
einment. Other than recognition of the
right to a renegotiation rebate in ac-
cordance with subsection (a) (4) (D) of
the 1943 act by reason of a future recom-
putation of the amortization deduction
pursuant to section 124 (d) of the In-
ternal Revenue Code (see § 1605.502 ())
no provision shall be made in any renego-
tiation agreement which would have the
effect of requiring the Government under
any circumstances to repay all or any
part of any payment made to it there-
under. M 507.2]

(c) Perodlc refunds of future exces-
sive profits. Final agreements in rene-
gotiation should not contain provisions
for the current or periodic elimination
through refunds of excessive profits to be
subsequently realized. RR 507.31

§ 1605.508 Clearanees-(a) When
given. If, as a result of renegotiation, it
Is found that no excessive profits have
been received by or accrued to the con-
tractor during theafisCl year under con-
sideration, the contractor should be
given a clearance for such year. ERR
508.1]

(b) Use and form of clearance noties.
(1) The form of clearance notice set
forth in paragraph § 1607.742 should be
used In all casea unless the contractor
requests a formal clearance agreement.

(2) If any subsidiaries of the contrac-
tor'are to be included in the clearance
notice, appropriate modification may be
made in the form. ERR 508.2]

(c) Use and form of clearance agree-
ment. Upon request of the contractor, a
clearance agreement executed by the
contractor and the Government may be
used in place of the clearance notice.
Such agreement should follow the gen-
eral structure of the standard form of
renegotiation agreement (see § 1605.506
and § 1607.741 (a)) eyceptthatArticles 3,
4. 5 and 9 of the standard agreement
should be omitted. The articles used
shall be renumbered consecutively.
The first article should be substantially
the same as that contained in the stand-
ard form, except that the finding and
agreement should be that no profits
should be refunded pursuant to the act.
ERR, 508.3]

§ 1605.509 Admimstration of deter-
minations wj agreement or order. It is
the practice of the War Contracts Price
Adjustment Board to have the Depart-
ment to which the contractor was
assigned for renegotiation also admin-
ister the resulting renegotiation agree-
ment or unilateral determination. This
practice results n such Department be-
ing responsible for the collection of any
amounts due, the supervision of any
forward pricing provisions in an agree-
ment, and other matters involved in such
administration. ERR 509]
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§ 1605.510 Agreements for periods
involving different acts. Should a con-
tractor conclude renegotiation at the
same time relating to a fiscal year ended
on or prior to June 30, 1943 and a fiscal
year ended subsequent to June 30, 1943,
It will ordinarily be desirable to prepare
separate agreements for each fiscal pe-
riod. The first period Is governed by the
1942 act and the second period is gov-
erned by the 1943 act. In the discretion
of the Department conducting the rene-
gotiation, one agreement may be used
provided that In Its form and execution
the requirements of the Renegotiation
Act of 1942 to the extent applicable and
the requirements of the Renegotiation
Act of 1943 to the extent applicable are
observed. Such discretion may be exer-
cised in the case of renegotiation on a
contract basis of a long term contract or
In such other cases as the Department
conducting the renegotiation may 'deem
suitable. RR, 510]

SUBPART B-STATEMENTS TO CONTRACTORS

§ 1605.520 Scope of subpart. This
subpart describes, in general, the state-
ment to be furnished the contractor pur-
suant to subsection (cl (1) of the 1943
act, the manner in which the contractor
may request the statement and the time
at which the statement is furnished. It
also generally descr4bes the statement
furnished where statutory determination
has not yet been made. The form of the
statements, the material to be included
and the Instructions for. their prepara-
tion are set forth in § 1607.752 and fol-
lowing of these regulations. ERR 520]

§ 1605.521 Statutory provision. Sub-
section (c) (1) of the Renegotiation Act
provides, in part, as follows:

Whenever the Board makes a determina-
tion with respect to the amount of excessive
profits, whether such determination is made
by order or is embodied in an agreement with
the contractor or subcontractor, it* shall, at
the request of the contractqr or subcon-
tractor, as the case may be, prepare and fur-
nish such contractor or'subcontractor with a
statement of such determination, of the facts
used as a basis theretor, and of its reasons
for such determination. Such statement
shall not be used In The Tax Court of the
United States as proof of the facts or con-
clusions stated therein.

ERR 521]
§ 1605.522 Request for statement. A

request for the statutory statement shall
be made in writing by the contractor and
addressed to the agency conducting the
renegotiation not later than thirty (30)
days after receipt by the contractor of
an executed copy of the agreement, if
the determination of excessive profits is
embodied in an agreement, or within
thirty (30) days after receipt of a de-
termination made by order. The request
for a statement need not be a formal
document. ERR 522]

§ 1605.523 Contents of statement. (a)
The statement will contain:

(1) The determination of excessive
profits.

(2) A summary of the facts upon
which the determination Is based.

(3) The reasons for the determinatioi.
(b) The following data or material will

not be included in the statement:
(1) Information, the furnishing of

which would be contrary to regulations
for military security.

(2) Information with respect to the
operations of other contractors which
is of confidential character or the dis-
closure of which would not be in the
interest of the war effort. -ERR 523]

§ 1605.524 Statement prior to final
determnation-(a) Where statutory ce-
termination has not yet been made.
When all of the -facts relating to the
renegotiation have been assembled and
considered and the contractor has been
advised by the renegotiating agency as
to the amount which, in the opinion of
such agencyj represents the excessive
profits which should be eliminated, there
shall be submitted to the contractor,
upon the latter's request, a written sum-
mary of the facts and reasons upon
which such opinion is based. Such state-
ment shall be prepared and furnished
only upon the request in writing of the
contractor including a statement that he
has submitted all the evidence which he
believes to be relevant to the renegotia-
tion. The purpose of such statement
will be to assist the contractor in de-
termining whether or not-he will enter
anto an agreement providing for the
elimination of such excessive profits.
The contents of such statement shall
be prepared In accordance with the in-
structions set-forth in § 1607.752 (b)
with respect to the statutory statement,
but in lieu of the paragraphs set forth
In § 1607.752 (b) (1) and (2) it shall
conform to the paragraphs in § 1607.752
(c) (1) and (2) By agreement with the
contractor, detailed information sub-
mitted by the contractor which is not
necessary to the contractor's under-
standing of the opinion reached, may be
omitted. ERR 524.1]

(b) Where determination is by order
which may not be Anal. Whenever the
determination is made by the entry of
an order, the statutory statement will
be furnished to the contractor if re-
quested wituin the time prescribed in
§ 1605.522 of these regulations. Such
statement accompanying and determina-
tion by order which, pursuant to sub-
section (d) (5) of the Renegotiation Act,
is subject to review by and approval of
the War Contracts Board, will contain
the following clause:

This statement Is final only in the event
that the determination to $hlch it relates
in final.
(524.2]

PART 1606-IDWASSE PROCEDURE
Part 1606 governing impasse procedure

is added, as set forth below.
SUBPART A-PROCEDURE 'UPON REFUSAL Or

iSFORZIATIONSec.
1606.601 Scope of subpart.
1606.602 Authority to obtain data.

(a) -Renegotiatlon Act of 1943.
(b) Title XIII of the Second War Powers

Act, 1942.
(c) Title 10, U. B. Code.

Sec.
1006.603 Procedure under Title XIII of the

Second War Powers Act, 1942.
(a) Departmental authority under Title

XIII of the Second War Powers Act,
1942.

(b) Preliminary steps.
1606.604 Reports of criminal conduct In

connection with war contracts.
SUBPART i--FAILUtRa TO Aon=i

1606.620 Scope of subpart.
1 0.621 Statutory provisions.
1606.622 Departmental procedures with re-

spect to Impasse cases.
1606.623 Authority of Departments to make

unilateral determinations.
1606.624 Procedure for review by the War

Contracts Board.
(a) Review on request by the contractor.
(b) Review by the War Contracts Board on

Its own motion.
(c) Discretion of the War Contracts Board.
(d) Nature of review by the War Contracts.

Board.
1606.625 Finality of orders determining ex-

cessive profits.
(a) Orders made by delegated authority.
(b) Orders entered by the War Contracts

Board.
(o) Notice of final order to be given to the

contractor,
(d) Time to-appeal to Tax Court,

1606.626 Elimination of excessive profits de-
termined by order.

(a) Authorization to Secretaries to ellm-
inate exeessive profits.

(b) No delay In elimination of excessive
profits determined by order.

(c) Elimination of excessive profits deter-
mined by the Tax Court.

SUBPART C-PROCMDIVeS IN TIE TAX COURT

1606.630 Scope of subpart.
1606.631 Statutory provisions.
1606.632 Right to Institute proceedings In

the Tax Court.
(a) Forum for redetermination,
(b) Statutory authority.
c) Determinations embodied In agree-

ments.
1606.633 Nature of the proceeding In the

Tax Court.
1606.634 Power of the Tax Court.

(a) As to the determination of excesivo
profits.

(b) Finality of determination.
1606.635 Proceedings before the Tax Cotyt.

(a) Institution of proceeding.
(b) Rules of the Tax Court.
(c) Time for filing petition.
(d) Effect of petition.
(e) Conduct of proceedings before the Tax

Court.
1606.636 Determination of excessive profits

by the Tax Court.
(a) Statement of the War Contracts

Board.
(b) Determination of costs.
(c) Factors to be considered by the Tax

Court.
1606.637 Enforcement of redetermination

made by the Tax Court.
SUBPART A-PROCEDURE UPON REFUSAL OF

INFORDIATION

§ 1606.601 Scope of subpart. In some
cases the contractor may refuse to sub-
mit information required in the conduct
of renegotiation. This subpart de-
scribes the authority to obtain informa-
tion and the procedure to be followed
In such cases. ERR 601]

§ 1606.602 Authority to obtain data-
(a) Renegotiation Act of 1943, Subsec-
tion (c) (5) of the 1943 act provides as
follows:
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(5) (A) Every contractor and subcon-

tractor who holds contracts or subcontracts,
to which the provisions of this subsection
are applicable, shall, in such form and de-
tall as the Board may by regulations pre-
scribe, file with the Board on or before the
frst day of the fourth month following the
close of the fiscal year (or if such fiscal year
has closed on the date of the enactment of
the n venue Act of 1943, on or before the
first day of the fourth month following the
month in which such date of enactment
falls), a financial statement setting forth
such information as the Board may by regu-
lations prescribe as necessary to carry out
this section. In addition to the statement
required under the preceding sentence, every
such contractor or subcontractor shall, at
such time or times and in such form and
detail as the Board may by regulations pre-
scribe, furnish the Board any information,
records, or data which is determined by the
Board to be necessary to carry out this tec-
tion. Any person who willfully falls or re-
fuses to furnish any statement, Information,
records, or data required of them under this
subsection, or who knowingly furnishes any
such statement, information, records, or data
containing information which is false or
misleading in any material respect, shall,
upon conviction thereof, ba punished by a
fine of not more than 810,000 or imprison-
ment for not more than two years. or both.

(B) For the purposes of this section the
Board shall have the same powers with re-
spect to any such contractor or subcontractor
that any agency designated by the President
to exercise the powers conferred by Title
XIII of the Second War Powers Act, 1942,
has with respect to any contractor to whom
such title Is applicable. In the interest of
economy and the avoidance of duplication
of inspection and audit, the services of the
Bureau of Internal Revenue shall, upon re-
quest of the Board and the approval of the
Secretary of the Treasury, be made available
to the extent determined by the Secretary
of the Treasury forthe purpose of making
examinations and audits under this section.
The similar provisions of subsection (e)
of the 1942 act relating to false infor-
mation were invoked in United States
v. Joseph Decker and Gustav Kann, 51
Fed. Supp. 20 (D. C., Dist. of Md., July
24, 1943) The court ruled that the de-
fendant, an officer of the corporate con-
tractor, violated the provisions of sub-
section (e) of the 1942 act by referring
the representative of the Navy Depart-
ment, who had made written demand for
statements of actual costs of production,
to the contractor's books which the de-
fendant knew contained false and mis-
leading information. ERR 602.1]

(b) Title XIII of tMe Second War Pow-
ers Act, 1942. (1) This statute gives the
Government the right to inspect and
audit the books of any contractor hold-
mg a contract, subcontract, or order
placed m furtherance of the war effort.
(See § 1608.803) The inspection and
audit may be made by the War Contracts
Board. (See paragraph (a) of this sec-
tion.)

(2) Title XI of the Second War
Powers Act further provides that such
inspection and audit may be made by
any Governmental agency or official
designated by the President or by the
Chairman of the War Production Board.
By Executive Order No. 9127 isued April
10, 1942 (see § 1608,803 (c))- the Presi-
dent designated the War Production
Board, the War Department, the Navy
Department, the-Treasury Department,
the United States Maritime Commission

No. 113-

and the Reconstruction Finance Cor-
poration, to exerclse the authority con-
tained in the statute. As to the power
of the War Shipping Administration to
act under Executive Order No. 9127, ref-
erence Is made to paragraph 2J. of Ex-
ecutive Order 9054 as amended by Execu-
tive Order 9244 (see § 1608.805) Ib
602.2)
(c) Title 10, U S. Code. Section 310

(1) of Title 10, Chapter 18, U. S. Code
authorizes the War and Navy Depart-
ments to obtain -information by audit
and inspection from any aircraft con-
tractor. (See § 1608.803 (b).) [RR
602.3]

§ 1606.603 Procedure under Title XIII
of the Second War Powers Act, 1942-
(a) Departmental authority under Title
Xii of the Second War Powers Act,
1942. The Departments referred to in
§ 1606.602 (b) have authority to act under
Title XIII of the Second War Powers Act,
1942, and Execative Order No. 9127, quite
independently of any authority given the
War Contracts Board by the 1943 act.
ERR 603.1]

(b) Preliminary steps. (1) No audit
is to be made by any of the Departments
pursuant to Executive Order No. 9127
(see § 1608.803 (c)) without first advis-
ing the War Production Foard. Com-
munications on this subject should be
addressed to Chief, Contract Review
Branch, Procurement Policy Division,
War Production Board, 4th & Independ-
ence Avenue SW., Washington 25, D. C.
It is the intent of this notificatlon to
prevent conflict and duplication of audit
with other Departments. Approval
from the War Production Board should
therefore be obtained before proceeding
with an audit. This preliminary step
is directed in the interest of orderly ad-
ministration, but no failure to take such
step will invalidate action under such
act. ERR 603.2]

§ 1606.604 Reports of criminal con-
duct im connection with, war contracts.
(1) There has been set up in the Crini-
nal Division of the Departmet of Justice
a special unit whose duty It is to take
appropriate action as expeditiously as
possible in all cases In which criminal
conduct is shown to exist n connection
with contracts entered into by the Gov-
ernment with business concerns in con-
nection with the war program.

(2) Reports of any instances of crim-
inal conduct in such cases should con-
tain a full statement of the facts indi-
cating criminal conduct. Such reports
should be transmitted through appro-
priate channels to the Department of
Justice. ERR 604]

SUBPARIT --FILURE 70 AGMo
§ 1606.620 Scope of subpart. This

subpart deals with procedure on impasses
in renegotiation up to the stage of court
review. Court review is dealt with in
Subpart C. ERR 620]

§ 1606.621 Statutory provisions. The
Renegotiation Act of 1943 provides as
follows:

Sec. 43 (a)
(3) The terms "renegotiate" and "rene-

gotiation" include a determination by agr e-

mert or order under this sction o. the
amount of any excessive profits.

Sec. 403 (c)
(1) Whenever, In the opinion of the Board,

the amounts received or accrued under con-
tracts with the Departments and Gubcon-
tract- may reflect excessive profits, the Board
shell give to the contractor or subcontractor.
as the case may be, rea onable notice of the
time and place of a conference to be held
with re pect thereto. "hemailing of such
notice by registered mall to the contractor
or subcontractor shall constitute the co=-
mencement of the renegotiation proceeding.
At the conference, which may be adjourned
from time to time, the Board shall endeavor
to mae a fnal or other agreement wirth the
contractor or subcontractor with respect to
the elimination of excessive profits received
or accrued, and with respect to such other
matters relating thereto as the Board deems
advL:able. Anysuch agreement, If made, may,
with the consent of the contractor or sub-
contractor. also include provisions with re-
spe t to the elimination of excasive profits
lily to he received or accrued. If the Board
d=- not make an agreement with rescect to
the elimination of excessive profits received
or accrued, It shall Issue and enter an order
determining the amount, If any, of such ex-
ceslve profits. and forthwith give notice
thereof by registered mail to the contractor
or subcontractor. In the absence of the filing
of a petition with The Tax Court of the
United States under the provisions of and
within the time limit prescribed in sub-
esetlon (e) (1). such crder shall be final
and conclusive and shall not be subject
to review or redetermination by any court
or other agency. The Board shall exer-
clse its Dapers with respect to the aggre-
gate of- the amounts received or accrued
during the fiscal year (or such other period
a" mway be fixed by mutual agreement) by
a contractor or subcontractor under con-
tracts with the Departments and subcon-
tract, and not separately with' respect to
amounta received or accrued under separate
contracts with the Departments or subcon-
tracts, except that the Board may exercise
auh powers Separately with respect to
amounts received or accrued by the con-
tractor or eubcontractor under any one or
more separate contracts with the Depart-
menta or subceontracts at the request of the
contractor or subcontractor. Whenever the
Board makes a determination with respect
to the amount of excezsive profits, whether
such determination Is made by order or Is
embidied in n agreement with the con-
tractor or subcontractor, it shall, at the
request of the contractor or subcontractor, as
the ctse may bc, prepare and furnish such
contractor or subcontractor with a state-
ment Of such determination, of the facts
used as a basiL therefor, and of its reasons
for auch deternlinatlon. Such statements
shall not be used in The T= Court; of the
United States as proof of the facts or con-
clusions stated therein.

Sec. 403 d) (4) and (5)
(4) The Board may delegate In whole or In

part any power, function, or duty to the
Secretary of a Department, nd any pcier,
function, or duty so delegated may be dele-
gated In whole or In part by the Secretary to
such oMficers or agencies of the United States
as he may designate, and he may authorize
succesaLve redelegations of such powers, func-
tions, and dutles.

(5) The chairman of the Board may from
time to time divide the Board into divisions
of one or more members. assign the members
of the Board thereto, and in case of a division
of more than one member, designate the chieZ
thereof. 7e Board may also, by regulation
or othcrwise, determine the clracter of
cases to be conducted Initially by the Beard
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through an officer or officers of, or utilized
by~'the Board, the character of cases to be
conducted Initially by the Various officers and
agencies authorized to exercise powers of the
Board pursuant to paragraph (4), the char-
acter of cases to be conducted initially by the
various divisions of the Board, and the char-
acter of cases to be conducted initially by the
Board Itself. The Board may review any de-
termination by any such officer, agency, or
division on itstown motion, or in its discre-
tion at the request of any contractor or sub-
contractor aggrieved thereby. Unless the
Board upon its own motion initiates a review
of such determination within 60 days from
the date of such determination, or at the re-
quest of the contractor or subcontractor
made within 60 days from the date of such
determination initiates a review of such de-
termination within 60 days from the date
of such request, such determination shall
be deemed the, determination of the Board.
Upon any review by the Board the Board
may determine as the amount of excessive
profits an amount either less than, equal to,
or greater than that determined by the offi-
cer, agency, or division whose action is so
reviewed.

ERR 621]
§ 1606.622 Departmental procedures

with respect to impasse cases. The or-
ganization of the renegotiating agencies
in the various Departments and the ex-
tent to which authority within each such
Department has been delegated, differ
materially. Accordingly, the procedures
applicable to an impasse case up to and
including the entry of an order deter-
mining excessive profits will differ in each
Department. ERR 622]

§ 1606.623 Authority of Departments
to make unilateral determinations. The
War Cqntracts Board has delegated to
each Secretary the authority to issue and
enter an order determining the amount
of the excessive profits of a contractor
who has not entered into an agreement
to eliminate the same. (See § 1608.821
(a).) Successive redelegations of such
authority are authorized and-have been
made. Any such order entered pursu-
ant to such delegated authority is, how-
ever, subject to review by the War Con-
tracts Board. Upon the entry of such
an order notice will be given forthwith
by registered mail to the contractor and
a copy of such order and notice shall be
sent to the Secretary of the War Con-
tracts Board at the address specified in
§ 1607.791 (e) Such order will become
final (that Is, be deemed the determina-
tion of the War Contracts Board) when
and as prescribed in subsection d (5) of
the 1943 act. (See §§ 1606.621 and
1606.625.) ERR 623]

§ 1606.624 Procedure for reiew by the
War Contracts Board-(a) Review on re-
quest by the contractor A contractor
who desires review by the War Contracts
Board of a unilateral determination
made under delegated authority should,
promptly after notice of the order, and
in any event within sixty days from the
date of such determination, file a request
for review. Such request should be ad-
dressed to the Secretary of War Con-
tracts Price Adjustment Board at the
address specified in § 1607.791 (e) Such
request need not be in any particular
form but should set forth:

(1) The name of the contractor.

(2) The' Ascal period with respect to
which the renegotiation has been con-
ducted (or in the case of a renegotiation
on a contract by contract basis, a de-
scription of such contracts and subcon-
tracts)

(3) A brief summary of the Issues In-
volved. ERR 624.1]

(b) Revzew by the War Contracts
Board on its own motion. Any order
deternunilg excessive profits made by
delegated authority may be reviewed by
the War Contracts Board on Its own mo-
tion within sixty days from the date of
such order. ERR 624.2]

(c) Discretion of the War- Contracts
Board. Review by the War Contracts
Board is not a matter of right but may
be granted by the War Contracts Board
in its discretion on timely request of the
contractor or on its own motion. ERR
624.3]

(d) Nature of review by the War Con-
tracts Board. The War Contracts Board
may review an order determining exces-.
sive profits made pursuant to its dele-
gated authority on the basis of the record
theretofore made. In the event that the
Board determines that a further con-
ference is desirable, notice thereof will
be given to the contractor. ERR 624.4]

§ 1606.625 Finality of orders determin-
2ng excessive profits-(a) Orders made by
delegated authority. The War Contracts
Board has reserved the right to review
any order entered pursuant to any dele-
gated authority determining excessive
profits. Accordingly, no such order be-
comes final (that is, is deemed the deter-
rnination of the War Contracts Board)
until the earliest of the following:

(1) Sixty days after the order has been
entered, if review is neither requested
by the contractor concerned nor intia-
ated by the War Contracts Board within
that period; or

(2) Denial of review and adoption of
the order by the War Contracts Board
after timely request for review by the
contractor (see paragraph (b)) or

(3) Sixty days after the date of a
timely request for review If such review
is not granted by the War Contracts
Board within that period. ERR 625.1]

(b) Orders entered by the War Con-
tracts Board. Upon any review by the
War Contracts Board whether pursuant
to request by the contractor or initiated
by the Board on its own motion, the
Board will enter an order determining
as the amount of excessive profits an
amount either less than, equal to, or
greater than that determined by the
order which has been reviewed. Such
order of the War Contracts Board is final
immediately upon its entry. ERR 625.2]

(c) Notice of final order to be given to
the contractor When an order deter-
mining excessive profits made by dele-
gated authority has become final or an
order is entered by the War Contracts
Board determining excessive profits
(which, as stated in paragraph (b) is
final upon entry) notice thereof will be
given forthwith by registered mail to
the contractor. ERR 625.3]

(d) Time to appeal to Tax Court.
The ninety day period for filing a peti-

tion for redetermination In The Tax
-Court will run from the date of the mail-
ing of the notice referred to In para-
graph '(c) in either of the cases referred
to therein. ERR 625.4]

§ 1606.626 Elimination of excessive
profits determined by order-(a) Au-
thorization to Secretaries to eliminate
excessive profits. (1) All of the powers,
functions and duties conferred upon the
War Contracts Board by subsection (c)
(2) of the 1943 act have been delegated
by the Board under the date of February
26, 1944 to each Secretary with right of
successive redelegation (see §§ 1608.801
and 1608.821 (a)) Among the methods
available to each Secretary to eliminate
excessive profits are reductions in
amounts otherwise payable to the con-
tractor under contracts with the Depart-
ments, withholding of amounts other-
wise due the contractor, directing a con-
tractor to withhold amounts otherwise
due to a subcontractor, recovering
through repayment, credit or suit, or any
combination of the methods specified in
such subsection as is deemed desirable.

(2) The power of each of the Secre-
taries to eliminate excessive profits by
any of the methods or any combination
of the methods referred to in subsection
(c) (2) of the 1943 act, Including clauses
(A) (B) (C) (D) and CE) thereof, may
be exercised by each Secretary in his
discretion (or by such person or persons
as may have authorization to act by dele-
gation, subdelegation or otherwise) Im-
mediately upon the making of an agree-
ment by or on behalf of the War Con-
tracts Board, or the entry of an order
which is, or which is deemed to be the
determination of the War Contracts
Board, or the entry of an order under
subsection (e) by The Tax Court of the
United States. Such power may be so
exercised without further action by the
War Contracts Board.

(3) The delegation dated February
26, 1944 by the War Contracts Board
delegated all the authority referred to In
this paragraph. (See §1608.821 (a),)
ERR 626.1]

Cb) No delay in elimination of exces-
sive profits determined by order (1)
Under a renegotiation agreement, pro-
vision is frequently made for the elimi-
nation of the excessive profits over a pe-
inod of time by refunds in installments

or by other provisions. But If excessive
profits are determined by order, no pro-
vision will be contained in such order
for deferment of the obligation thereby
created or any part thereof. The collec-
tion of the amount called for by such an
order will be effected in accordance with
the general principles governing the en-
forcement and collectika of obligations
owing to the United States as supple-
mented by the special powers and pro-
cedures contained In the Renegotiation
Act.

(2) The filing of a petition In Tho
Tax Court of the United States for a re-
determination does not operate to stay
the execution of the order determining
excessive profits (see subsection (e) (1)
of the 1943 act) ERR 626.2]

(c) Elimination of excessive profits
determined by the Tax Court. Any ex-
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cessive profits determined by order of
the Tax Court in proceedings for re-
determination and which have not
theretofore been eliminated will also be
eliminated by appropriate action. (See
§ 1606.637.) ERR 626.3]
SUBPART C-PROCEEDINGS IN THE TaX COURT

§ 1606.630 Scope o1 subpart. The
1943 act provides that certain contractors
and subcontractors may institute pro-
ceedings in The Tax Court of the United
States for a redetermination of the
amount of excessive profits received or
accrued by them. This subpart is de-
voted to a consideration of the provisions
of the act applicable to such proceedings
with respect to fiscal years ending after
June 30, 1943. ERR 630]

§ 1606.631 Statutory provisions. Por-
tions of section (c) (1) and the whole of
section (e) (1) of the 1943 act are set out
below*

(c) (1) ** * I the Board does not
make an agreement with respect to the elimni-
nation of excessive profits received or -c-
crued, it shall issue and enter an order deter-
mining the amount, if any, of such excessive
profits, and forthwith give notice thereof by
registered mail to the contractor or subcon-
tractor. In the absence of the filing of a
petition with The Tax Court of the United
States under the provisions of and within the
time limit prescribed in rubsection (e) (1).
such order shall be final and conclusive and
shall not be subject to review or redetermina-
tion by any court or other agency.
Whenever the Board makes a determination
with respect to, the amount of excessive
profits, whether such determination Is made
by order or is embodied in an agreement with
the contractor or subcontractor, it shall, at
the request of the contractor or subcon-
tractor, as the case may be, prenare and fur-
nish such contractor or subcontractor with a
statement of such determination, of the facts
used as a basis therefor, and of its reasons for
such determination. Such statement shall
not be used in The Tax Court of the United
States as proof of the facts or conclusions
stated therein.

(e) (1) Any contractor or subcontractor
aggrieved by an order of the Board deter-
mining the amount of excessive profits re-
ceived or accrued by such contractor or sub-
contracthr may, within ninety days (not
counting Sunday or a legal holiday in the
District of Columbia as the last day) after
the mailing of the notice of such order under
subsection (c) (1), file a petition with The
Tax Court of the United States for a rede-
*termination thereof. Upon-such filing such
court shall have exclusive jurisdiction, by
order, to finally determine the amount, if
any, of such excessive profits received or
accrued by the contractor or subcontractor,
and such determination shall not be re-
viewed or redetermined by any court or
agency. The court may determine as the
amount of excessive profits an amount either
less than, equal to, or greater than that
determined by the Board. A proceeding
before the Tax Court to finally determine
the amount, if any, of excessive profits shall
not be treated as a proceeding to review the
determination of the Board, but shall be
treated as a proceeding de novo. For the
purposes of this subsection the court shall
have the same powers and duties, insofar
as applicable, in respect of the contractor,
the subcontractor, the Board and the Secre-
tary, and in respect of the attendance of wit-
nesses and the production of papers, notice
of hearings, hearings before divisions, review
by the Tax Court of decisions of divisions,

stenographic reporting, and reports of pro-
ceedings, as such court has under rections1110, 1111, 1113, 1114, 1116 (a), 1110, 1117 (a).

1118, 1120, and 1121 of the Internal IRevenue
Code in the case of a proceeding to redeter-
mine a deficiency. In the case of any witne=3
for the Board or Secretary, the fees and mile-
age, and the esperez of taking any depositlon
shall be paid out of appropriations of the
Board or Department available for that pur-
pose, and in the care of any other witnezse,
shall be paid, subject to rule3 prescribd by
the court, by the party at whoso instanceo the
witnes-s appears or the deposition is taken.
The filing of a petition under this sub-ectlon
shall not operate to otay the exccutlon of the
order of the Board under subzection (c) (2).

ERR 631]
§ 1606.632 Right to institute proceed-

:ings in the Tax Court-(a) Forum for
redetermination. Subsection (e) (1) of
the 1943 act confers exclusive Jurisdic-
tion upon The Tax Court of the United
States to entertain ptoceedings "to
finally determine the amount" of exces-
sive profits received or accrued by con-
tractors or subcontractors who are
authorized to institute prcceedings for a
redetermination. ERIR 632.1]

(b) Statutory authority. Subsection
(e) (1) of the 1943 act grants the right
to mstitute proceedings before the Tax
Court only to contractors or subcon-
tractors (including subcontractors de-
scribed in subsection (a) (5) (B)-Le.,
war contracts brokers) aggrieved by an
order of the War Contracts Board deter-
mining the amount of excessive profits.
(Note: As to the rights of a contractor or
subcontractor aggrieved by a determina-
tion of a Secretary with respect to a fiscal
year ending before July 1, 1943, see sub-
section (e) (2).) ERR 632.2]

(c) .Determinations embodied in
agreements. A contractor or subcon-
tractor who has entered into an agree-
ment with respect to the elimination of
excessive piofits is granted no right to
institute proceedings for a redetermina-
tion. MIR 632.3]

§ 1606.633 Nature of the proceeding
it the Tax Court. Subsection e) (1)
of the 1943 act expre~sly provides that
the proceeding before the Tax Court
"shall not be treated as a proceeding to
review the determination of the Board,
but shall be treated as a proceeding de
novo." Thus, the 1943 act contemplates
that the redetermination to be made by
the Tax Court shall not be made upon
the basis of the record of the prior deter-
mination made by the War Contracts
Board, but shall be arrived at by the Tax
Court on the basis of the record made be-
fore It. The redetermination proceeding
in the Tax Court is apparently in-
tended to be de novo in the same sense as
the redetermination of a tax deficiency
in the same court. In such proceeding
neither the aggrieved party nor the Gov-
ernment is restricted by or limited to the
Issues, facts or legal theories presented
in the renegotiation proceeding. ERR
633]

§ 1606.634 Power of the Tax Court-
(a) As to the determination of excessive
profits. The Tax Court has statutory
power to determine as the amount of ex-
cessive profits an amount either less
than, eqgal to, or greater than, that do-

termined by the War Contracts Board.
MR 634.1]

(b) Finality of determination. The
1943 act, in conferring jurisdiction upon
the Tax Court, provides that upon the
filing of a petition within the prescribed
time the court shall "have exclusive jur-
isdiction by order, to finally determine
the amount, if any, of such excessive
profits received or accrued by the con-
tractor or subcontractor, and such deter-
mination shall not be reviewed or rede-
termined by any court or agency." (Sse
also subsection (c) (1) of the 1943 act
in § 1606.631.) H R 634.2]

§ 1606.635 Proceedings before the Tax
Court-(a) Institution of proceeding. A
proceeding for a redetermination in the
Tax Court is instituted by the filing of a
petition by the contractor or subcon-
tractor. (RR 635.1]

(b) Rules of the Tax Court. The rules
of the Tax Court with respect to pro-
ceedings before It under the 1943 act
are cited in § 1608.806. ERR 635.2]
(c) Time for filing petition. The con-

tractor or subcontractor who desires to
institute proceedings in the Tax Court
must file his petition within 90 days (not
counting Sunday or a legal holiday, in the
District of Columbia, as the last day)
after the mailing of the notice of the
order of the War Contracts Board deter-
mining the amount of excessive profits.
(Sae § 1606.625 (c) and (d).) ERR 633.3]
(d) Effect of Petition. The filing of a

petition does not operate to stay the exe-
cution of the order of the War Contracts
Board. (See § 1606.626 (b) (2).) ERR
635.4]
(e) Conduct of Proceedings before the

Tax Court. Subsection (e) (1) of the
1943 act provides that the Tax Court
shall have the same powers and duties
insofar as applicable in respect of the
contractor, the subcontractor, and the
War Contracts Board, and in respect of
the attendance of witnesses and the pro-
duction of papers, notice of hearings,
hearings before divisions, review by the
Tax Court of decisions of divisions, sten-
ographic reporting and reports of pro-
ceedings, as the Tax Court has under
sections 1110, 1111, 1113. 1114, 1115 (a),
1116, 111' (a) 1118, 1120 and 1121 of the
Internal Revenue Code in the case of a
proceeding to redetermine a deficiency.
ERR 635.5]

§ 1606.636 Determination of excessive
profilts by the Tax Court-(a) Statement
of the War Contracts Beard. Under the
provWiIons of subsection (c) (1) of the
1943 act, the War Contracts Board is re-
quired, at the request of the contractor
or subcontractor, to prepare and furnmh
a statement of Its determination, of the
facts used as the basis therefor, and of
Its reasons for such determination. It is
expressly provided that "such statement
shall not be used in The Tax Court of
the United States as proof of the facts or
conclusions stated therein." Under the
rules of the Tax Court, however, a copy
of such statement is to be appended to
the contractor's petition. (See § 1603.-
806.) [R 636.1]
(b) Determination of costs. (1) Sub-

section (a) (4) (B) of the 1943 act pro-
vides that the costs of the contractor
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shall be dqtermined in accordance with
the method of cost accounting regularly
employed by him in keeping his books,
but further provides that if no such
method of cost accounting has been em-
ployed, or if, in the opinion of the Tax
Court, such method does not properly
reflect such costs, such costs shall be de-
termined in accordance with such
method as in the opinion of the Tax
Court does properly reflect such costs.

(2) The Tax Court under this subsec-
tion is also required to disallow as a cost
any item of cost which is unreasonable
or not properly chargeable to the con-
tracts or gubcontracts involved in the
proceeding before it. The Tax Court
must allow as items of cost, to the extent
allocable to such contracts and subcon-
tracts, all items estimated to be allowable
as deductions and exclusions under
Chapters 1 and 2E of the Internal Rev-
enue Code (excluding taxes measured by
income) and to adjust the amount of
excessive profits to De eliminated to the
extent of taxes measured by income
(other than Federal taxes) which are
attributable to the portion of the profits
which are not excessive.

(3) Unless there has been an agree-
ment or stipulation with respect to the
proper segregation of renegotiable and
non-renegotiable business, the proceed-
ing In the Tax Court necessarily will in-
volve a determination by the Tax Court
with respect to such segregation. ERR
636.2]

(c) Factors to be conszdered by the
Tax Court. Subsection (a) (4) (A) pro-
vides that the factors set forth therein
shall be taken into consideration in de-
termining "excessive profits." Inas-
much as the Tax Court is charged with
the duty of determining the amount of
excessive profits, it, as well as the War
Contracts Board, must take into con-
sideration such factors. ERR 636.33

§ 1606.637 Enforcement of redetermi-
nation made by the Tax Court. As sub-
section (e) (1) of the 1943 act provides
that the filing of a petition thereunder
shall not operate to stay the execution
of the order of the Board under subsec-
tion (c) (2) it is likely that excessive
profits will have been partially or wholly
eliminated prior to a redetermination of
excessive profits by the Tax Court. To
the extent that such profits are not so
eliminated prior to the decision of, the
Tax Court, action will be taken to elimi-
nate them thereafter. In this connection
reference is made to § 1606.626 (c) ERR
637]

PART 1607 -Foi us FOR RENEGOTIATION
SUBPART A-FORMS RELATING TO IDEN;F-

CATION, ASSIGNMENT AND CANCELLA1ION
OF OASES
1. In § 1607.705, paragraph (a) is cor-

rected and paragraph (h) is amended
to read as set forth below.

§ 1607.705 Transmittal forms to qnd
from Departments-(a) Form go. S09A

19 P.R. 4143.2 The reporting requirements in this part
have been approved by the Bureau of the
Budget in accordance with the provisions of
the Federal Reports Act of 1942.

I-1 (Assignment Transmittal to Depart-
mnent)

SPRA I-1 Assignment Transmittal WDPAB
Transmittal Report No.---------------

rom: Assignments and Statisics
WDPAB--statistics and Progress Sectioln

To - ---------------------------------
(Department or Service) (Dat6)

The following 1943 Assignments are trans-
mitted to you as indicated beloV.

1943
Assignment

Number Name
Previous total delivered by WDPAB

.. umulative total gross assignmen s delive.
to date:

(Submit in duplicate)

ERR 705.1]
(h) Form No. SPRAE-8 (Identifica-

tion, Tabulation Form)
TABULATION FORM

Identification (All Cards)
1. Assignment Number-- ( )( )( )( )( )
2. Corporation, Partnership or Owner (C, P,

or o) ------------------------ ( )
3. Assignment & Location --- ( ) (
4. Based on Approved or Final Figures

(A or P) --------------------- (
r. Fiscal Year ends, Month ------- (F)
6. Fiscal Year ends, Year ------------

Card No. 1
7. Fixed Price Net Sales (After Adjustment)

8. Fixed Price Basic Profit Before Taxes
(After Adjustment) -----------------

9. Amount Recovered --------------------
10. OPFF Net Sales (After Adjustment) -----
11. CPFP Basic Profit Before Taxes (After

Adjustment) .......................
12. CPFF Amount Recovered ..............
Ab. % Basic Profit on Fixed Price Sales (After

Adjustment) -----------------------
14. % CPFP Basic Profit Before Taxes (After

Adjustment) ........................
Card No. 2

15. Non-Renegotiable Net Sales ----------
16. Non-Renegotiable Basic Profit (Before

Taxes) ----------------------------
17. Total Business (Except CPFF) Net Sales

After Adjustment ...................
18. Total Business (Except CPFF) Basic Profit

Before Taxes, Alter Adj ...............
19. Net Profit After Federal Income Taxes

(Including EPT Credit) ------------
20 . . . ..--------------------------------
21. % Basic Profit (Before Taxes) on Non-

Renegotiable Sales -------------------
22. % Basic Profit Before Taxes on Total Busi-

ness After Adj. (Exc. CPFF)
23. % Profit on Net Worth -----------------

Card No. 3
24. 1st Prior Year Total Net Sales ..........
25. 1st Prior Year Basic Profits Before Taxes

-------------------------------------

26. 2nd Prior Year Total Net Sales ---------
27. 2nd Prior Year Basic Profit Before Taxes

28..TtlBsies1-39 Average----et--Sal
29. Total Business 1936-39 Average Net Sales

29. Total Business 1936-39 Average Basic

Basic Profit Before Taxes ...........
30. 1st Prior Year % Basic Profit Before

Taxes -----------------------------
81, 2nd Prior Year % Basic Profit Before

Taxes ..............................
32. % Basio Profit on Sales 1936-39 Average

(Before Taxes) ---------------------

Cara No. 4
83. Govt. Fao. fix price -------------------

4. G;vt. Fec. oPP -
95. Govt. Fac. Advances ------- ...-----
30. Cert. of Necessity -------------- _-
87. V Loans .......................
38. Net Plant -------------- _-----

Card No. 5
39. Bnd Prior Year No. Persons _----------
40, Com pensation 2nd Prior Year .........
41. 1st Prior Year No Persons --------- _-_
42. Compensation lst Prior Year .........
43. Current Year No. Persons .............
44. Compensation Current Year ...........

Card No. 6

Product State city

-- - -- - ----------.. ----------...

Do Not Write In This Space

Card No. 7

Company Name
--------------------------------- )

Card No. 8
City and State

--------------------------- )
Principal Function of Contractor ..........

Products (In order of importance)
1................. ....................

3 ......... ........................
Assignment No. and names of all subsidi-

aries included in agreement:

(Use reverse side for additional subsidiaries)
SPRAE-8 24-7111-2M
4-4-44

ERR 705.8]
SUBPART B-FORMS RELATING TO OPERATION

OF RENEGOTIATION

The page number in the last paragraph
of section D of the Contractor's Informa-
tion and Work Sheet for Renegotiation
(§ 1607.722) Is corrected to read "4154"
SUBPART C-FORMS RELATING TO TAX CREDIT

Subpart C is added, as set forth below.
Sec.
1607.731 Letter from corporation to Internal

Revenue Agent in Charge.
1607.732 Letter from Individual to Internar

Revenue Agent In Charge relating to a
taxable year not beginning In 1041 (no
overpayment of 1943 tax liability).

1607.733 Letter from individual to Internal
Revenue Agent In Charge relating to a
taxable year not beginning in 1941 (over-
payment of 1943 tax liability),

§ 1607.731 Letter from corporation to
Internal Revenue Agent in Charge.
Internal Revenue Agent in Charge,

Dear Sir:
The Price Adjustment Board of the

------------ requests your advice as to the
amount of the credit as defined by Section
3806, of the Internal Revenue Code with
respect to a proposed elimination of excessivo
profits by ---------------------..........

(taxpayer's name and addrems)
in the amount of $ ..-- , Included In its
income and excess profits tax returns for the
taxable year ended ------ 104.., as filed
with the Collector of Internal Revenue
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at ----------- [Certified (photostat) copies
of the returns (pages 1 and 2 of Forms 1120
and 1121) as filed for such taxable year are
enclosed for your assistance in computing
the amount of the credit. If you require
copies of schedules or other papers attached
to the returns, they will be furnished
promutly upon request.]

Please forward your reply directly to
-------------------------- with

(name and address of Board or Section)
a copy to the undersigned.

Very truly yours,

No=: In the case of an individual, with
respect to a taxable year beginning in 1941,
this form should be revised with proper ad-
justment to give effect to the Individual.
return rather than the corporate returns.

[RR 731]

§ 1607.732 Letter from individual to

Internal Revenue Agent in Charge Re-
lating to a taxable year not beginning en
1941 (no overpayment of 1943 tax lia-
bility)

Internal Revenue Agent in Charge,

......................................

Dear Sir:

The Price Adjustment Board of the
------------------- requests your

advice as to the amount of the credit as de-
fined by Section 3806 of the Internal Revenue
Code with respect-to a proposed elimination
of excessive profits by------------------

(taxpayers's name and address)
of $ ----------- . for the taxable year ended
--.-- .....------------ 194__ $
of these excessive profits were included In
racome for said taxable year in computing
the totai income and Victory tax in the tax-
payer's return for the year ended-.........

----------- 194--- as filed with the
Collector of Internal Revenue at.........
A certified (photostat) copy of this return is
enclosed for your assistance in computing the
amount of this credit.

Please forward your reply directly to
------------------------ with a

(name and address of Board or Section)
copy to the undersigned.

Very truly yours,

[RR 732]

§ 1607.733 Letter from tndivzdual to
Internal Revenue Agent in Charge re-
lating to a taxable year not beginning in
1941 (overpayment of 1943 tax liability)

Internal Revenue Agent in Charge,

Dear Sir:
The Price Adjustment Board of the ------

requests your advice as to the amount of
the credit as defined by Section 3806 of the
Internal Revenue Code with respect to a
proposed elimination of excessive profits
by ---------------------------------

(taxpayer's name and address)
in the amount of $ ------- for the taxable
year ended ----- 194__. These excessive
profits were included in the taxpayer's in-
come for said taxable year in computing
his estimated tax for 1943, and $ .........
thereof wvre included in his income for
said taxable year in computing his total
income and Victory tax in his return for the
year ended ---------------------. 194. _
as filed with the Collector of Internal Reve-
nue at -----------------------------------
A certified (photostat) copy of this return

Is enclosed for your as'-istanco In computing
the amount of this credit.

Please forward your reply directly to

(name and addre of Board or Section)
with a copy to the undersigned.

Very truly yours,

ERR 733]

SUBPART D-FOLS RIEL IG TO A R =MMIS

Sections 1607.741 and 107.742 are
added as set forth below.

§ 1607.741 Agreement form s-(a)
Standard Form of Agrccment.

WVs CormrAcrs Pracs Ar.ju ,rzaT Boe.i

(Department)

S uEGOTMATION AO45'Z;T

This agreement Is entered into as of the
.... day of ------------. 14.. by and be-
tween the United States of America (herein-
after referred to as "the Government') and

---------------------------------------

a corporation organized and existing under
the laws of the state of ..................- ,
Oco-partners. doing bustinets under the firm
name of -----------------------......
*a sole proprietor, doing business under the
name of ----------.-.----------......--
having its principal office at.

(hereinaftOr referred to as
"the Contractor"

1. Profits to be eliminated. As a result of
renegotiation pursuant to the Renegotiatlon
Act, the Government and the Contractor
hereby Cetermine and agree that ---------
Dollars (6 -------. ) of the profits derived
by the Contractor from contracts and sub-
contracts of the Contractor which are sub-
ject to renegotiation under the Rencgotia-
tion Act (hereinafter referred to as "said con-
tracts and subcontracts") represent the
amount of profits received or accrued under
said contracts and subcontracts during the
Contractor's fiscal year ended ------------
194., (hereinafter referred to as "aid flscal
year") which pursuant to the Renegotiation
Act should be eliminated.

2. Warranty. This agreement has been
entered into In reliance, among other things,
upon the representations of the Contractor.
including the financial and other data sub-
mitted by the Contractor upon the bass of
which the statement set forth n Exhibit
A annexed hereto and made a part hereof
was prepared.

The Contractor warrants that the repre-
sentations made by it to the Government
in connection with this rene.otlaton are
true and correct to the best kmowledge, in-
formation and belief of the Contractor and
that to its best kmowledge. information and
belief, the Contractor has diclo sed all
material facts required to make the Con-
tractor's representations complete and not
misleading.

3. Tax credit under section 3800 of the
Internal Revenue Code. The Contractor
represents that the profits, the amount of
which is agreed in Article I bereof to be
eliminated, were included In Income In the
Contractor's Federal income and excess profits
tax returns for said fiscal year and that the
Contractor has applied or will promptly apply
for a computation by the Bureau of Internal
Revenue, based upon the asses=ments made
to the date of such computation, of the
amount by which the taxes of the Contractor
for said fiscal year payable under Chapters 1,

*Delete Inapplicable language.

2A, 2B, 2D, and 2E of the Internal Revenue
Code ard dccrE-sd by reason of the applica-
tion of Section S8EG of the Internal Revenue
Code. The amount. If any, so computed will
be allowed =s a credit against the amount of
profits aGred in Article 1 to be eliminated.

4. Terms of payment. The Contractor
v'rees to pay to the Government the su of -Dollars (--),
belng the amount determined in Article 1
hereof to be eliminated, as follo,,:

Payment shall ba made by check to the
order of the Treasurer of the United States
and forwarded

- All unpaid
installments hereunder may at the option of
the Government be declared, and thereupon
shell become, Immediately due and payable,
in the event of a default in the payment of
any installment continuing for twenty days.

5. Additonal profits to be eliminated. If.
as a res'ult of the elimination of the amount
of profits determined pursuant to Article 1
hereof, the Contractor shall either receive a
refund (whether by repayment or credit) or
shall reco-nize a reduction in its liability
(by giving effect thereto on its books) in
respezt of any Item which was allowed as an
Item of cost in the determination of suca
profits, then promptly thereafter, the Con-
tractor shall pay to the Government, as
additional profits which should be eliminated
a sum equal to the amount of such refund
or reduction in liability, by the delivery to

of a checi
pTyable to the order of the Tr easurer of the
United States In such amount.

In the elimination of caid additional profits
the Contractor shall be allowed the tax
credit, If any, provided by Section 3EOS of
the Internal Revenue Code.

6. Corenant against contingent fees. The
Contractor warrants that it has not employed
any per-con to colicit or secure this agreement
upon any agreement for a commission, per-
centage, brokerage, or contingent fee. Breach
of this warranty shall give the Government
the right to annul this agreement.

7. Offlcfals not to benefit. No member of
or delegate to Congress or resident commis-
sloner or any other person in the employ or
cervice of the United States shall be admitted
to any share or part of this agreement or to
any benefit that may arise therefrom, but
this provizIon shall not be construed to ex-
tend to this agreement If made with a cor-
poration for its general behefit.

8. Dkcharga of liability. This agreement
shall be final and conclusive according to its
terms, and performance by the Contractor
In accordance herewith shall be In full dis-
charge of all liability of the Contractor under
the Renegotiation Act for excessive profits
received or accrued under said contracts and
subcontracts for the fiscal year covered here-
by and. except upon a showing of fraud or
malfea nce or a willful misrepresentation
of a material fact, this agreement shall not
for the purposes of the Renegotiation Act
be reopened as to tbe matters agreed upon,
and shall not be modified by any oMicer, em-
ployee, or agent of the United States, and
this agreement and any determination made
in accordance herewith shall not be annulled,
modified. cet aside, or disregarded in any
suit, action or proceeding.

0 *If any part of the profits to be eliminated
were derived from prime contracts with De-
fense-Plant Corporation, Metals Reserve Com-
pany. Defense Supplies Corporation or Rubber
Reserve Company, insert here: "to the extent
of 0 -..-.....---- and by check to the order of
and delivered to the RFG Price Adjustment
Board, 811 Vermont Avenue, Washington 25.
D. C. to the extent of $
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9. Renegotiation rebate. Nothing con-
tained In this agreement shall prejudice any
right which the Contractor may have to re-
cover a renegotiation rebate pursuant to
subsection (a) (4) (D) of the Renegotiation
Act.

10. Execution of agreement. This agree-
ment has been duly executed by or on behalf
of the Contractor pursuant to proper author-
ity and by or on behalf of the Government
by the War Contracts Price Adjustment Board
by its duly authorized representative to
whom authority to execute this agreement
has been delegated by the War Contracts
Price Adjustment Board pursuant to subsec-
tion (d) (4) of the Renegotiation Act.

In witness whereof, the parties hereto have
executed this agreement In . --............
counterparts as of the day and year above
written.
(Corporate Seal if a Corporation)

By -----------------------------
(Title of Officer)

Attest:

Secretary
(To be used if executed by a corporation)

UNITED STATES Or AmmEsiCA.
By-......................

(Title)
Acting on behalf of the War Contracts Price

Adjustment Board created by the Renego-
tiation Act, under due delegations of au-
thority made pursuant to subsection (d)
(4) of the Renegotiation Act.

Each exhibit attached hereto is to be ini-
tialed for Identification by the persons signing
on behalf of the Contractor.

A duly certified copy of the resolution of
the Board of Directors of the Contractor, if a
corporation, authorizing the execution and
delivery of this agreement is to be attached
hereto.

ERR 741.1
(b) Variations in the standard form-

(1) Forward przcing. When agreement
cannot be reached upon specific price re-
ductions, use may be made of the follow-
ing clause:

The Contractor agrees that so long as it
shall have contracts and subcontracts which
are by law subject to renegotiation, it will
from time to time adjust its prices under such
contracts anld stbcontract%, to eliminate the
accumulation of profits thereunder regarded
by the Contractor as excessive. Within
twenty days after the close of that quarter
of the Contractor's current fiscal year in
which the Contractor has received a fully
executed counterpart of this agreement, the
Contractor agrees to file with............

a report setting forth the price reductions, If
any, made during all then expired quarters of
such current fiscal year applicable to its con-
tracts and subcontracts subject to renegotia-
tion, The Contractor further agrees to file a
similar report within twenty days following
each subsequent quarter of its current fiscal
year setting forth its price reductions, if any,
made during such quarter. Each such report
may be in such general terms or in such de-
tail as the Contractor deems necessary to an
intelligent appraisgl thereof, but shall set
forth, if feasible, the unit prices before and
after each such reduction, and shall set forth
an estimate of the aggregate reiluction
effected thereby during such fiscal year under
contracts and subcontracts subject to re-
negotiation; and shall include, if available, a
summary profit and loss statement for the
period covered by the report. It is understood
and agreed that price reductions will be taken
into consideration in any renegotiation which
may hereafter be conducted with the Con-
tractor with respect to its current fiscal year,
but that, with respect to priods subsequent

to the date of this agreement, the obligations
of the Contractor under this prtIcle will kqt
be deemed to be satisfied by refunds or retro-
active price reductions.

Failure on the part of the Contractor to
comply fully with this article shall not con-
dtlitute, grounds for reopening this agreement
qr for setting aside the discharge provided fdi
in Article 8 hereof.

(2) Variations in Article 2 of the
standard form. When the renegotiation
covers a parent and subsidiaries the fol-
lowing clause should be added to Article
2 of the standard form of agreement by
insertion after the first paragraph of
Article 2:

Exhibit B annexed hereto and made a part
hereof contains a complete list, as repre-
sented by the Contractor, of its subsidiaries,
all of which are consolidated with the Con-
tractor for the purposes hereof, except such,
if any, as may be expressly excluded from
such consolidation, as Indicated by proper
notation on said Exhibit B. Also noted on
Exhibit B Is the part, if any, of the profits
to be eliminated which is allocated to each
subsidiary so consolidated with the Con-
tractor. The part unallocated to subsidiaries
is allocated to the Contractor.

Such exhibit may take the following
form:
ExmBrT B-IasT Or, AmD ALLOCATION Or,

PROFITS TO Er ELimNTATE AMONG SUBSml-
ARE, O C6WTRACTOr INCLVEED EN THE
REsNrGoTrrIoN

Subsidiaries (1)
Allocation of Profits

to be Eliminated (2)

NOTES

(1) Give State of incorporation of each
subsidiary.

(2) Allocation of profits should be in
dollar amounts.

(3) Variations in Article 3 of the
standard form. (i) If the contractor has
not filed his Federal income or income
and excess profits tax returns, or has
filed the r-turn but has not included in
income as reported therein the profits to
be eliminated, the following provisions
should be used in lieu of the provisions
of Article 3 as contained in the standard
form of agreement:

3. Tax Credit Under Section 3806 of the
Internal Revenue Code: The amount of profit
agreed in Article ,1 hereof to be eliminated
has not been included in income in the
Contractok's Federal income tax return (or
income and excess profits tax returns) for
said fiscal year and, accordingly no tax credit
under Section 3806 of the Internal Revenue
Code is allowed againstthe amount of such
profits-to be eliminated. In the event, how-
ever, that Federal income or excess profits
taxes shall be assessed upon the amount of
profits agreed in Article I hereof to be elimi-
nated, or any part thereof, there will be
allowed to the Contractor the credit, if any,
to which it is entitled under Section 3806
of the Internal Revenue Code with respect
to such profits.

(ii) In some instances, a contractor
will have included in income as reported
in his tax returns less than all of the
profits to be eliminated. In such a case
Article 3 should be modified to read as
follows:

3. Tax Credit Under Section 8806 of the
Internal Revenue Code. The Contractor

7, 1944

represents that of the profits agreed in Ar-
ile 1 hereof to be eliminated 0 -.......
tere included in income in the Contractor's
Federal income tax return (or income and
excess profits tax returns) for said fiscal
year and that the Contractor has applied or
will promptly apply for a computation by
the Bureau of Internal Revenue, based upon
the assessments made to the date of such
computation, of the amount by which the
taxes of the Contractor for said fiscal year
payable under Chapters 1, 2A, 2B- 2D, and
2E of the Internal Revenue Codo are de-
creased by reason of the application of Sec-
tion 3806 of the Internal Revenue Code, The
amount, If any, so computed will be allowed
as a credit against the amount of profits
agreed in Article 1 to be eliminated. In the
event, however, that Federal income or ex-
cess profits taxes shall be assessed upon the
amount of the profits agreed in Article 1
hereof to be eliminated and which were eY.-
eluded from income in the Contractor's in-
come tax return (or income and excess profits
tOx returns) for-said fiscal year, there will be
allowed to the Contractor the credit, if any,
to which it is entitled under Section 3800 of
the Internal Revenue Code with respect to
such profits.

(ii) In the case of a partnership, the
tax credit applicable against the amount
of the profits to be eliminated is the ag-
gregate of the credits to which each of
the partners is entitled. Accordingly,
in such a case Article 3 may be modified
to read as follows:

3. Tax Credit Under Section 8800 of the
Internal Revenue Code. Each of the part-
ners comprising the Contractor represents
that his proportionate share of 'the profits,
the amount of which is agreed in Article 1
hereof to be eliminated, was included in his
income for his taxable year in which said
fiscal year ended in computing his total tax
in his Federal income tax return for said
taxable year. Each of such partners has ap-
plied or will promptly apply for a compu-
tatlon by the Bureau of Internal Revenue,
based upon the assessments made to the date
of such computation, of the amount by
which his taxes for such tagablo Vear under
Chapter 1 of the Internal Revenue Code are
decreased by reason of the application of Sec-
tion 3806 of the Internal Revenue Code, The
aggregate of the amounts, if any, so com-
puted will be allowed as a credit against the
amount of profits agreed in Article 1 to be
eliminated.

(4) Anti - discrimination c I a it s c.
Whenever a renegotiation agreement ex-
ecuted under the Act expressly purports
to modify the terms of specified existing
prime contracts with any of the Depart-
ments with respect to future deliveries,
and the contract or contracts to be modi-
fled do not contain an anti-discrimina-
tion clause then the agreement shall In-
clude the following provision:

Anti-discrimination. (a) The Contractor,
in performing the work required by this con.
tract, shall not discriminate against any
employee or applicant for employment be.
cause of race, creed, color, or national origin,

(b) The Contractor agrees that the pro-
vision of paragraph (a) above will alseo bo in-
serted in all of its ubcontracts. For the
purpose of this article, a subcontract Is de-
fined as any contract entered into by the
Contractor with any individual partnership,
association, corporation, estate, or trust, or
other business enterprise or other legal en-
tity, for a specific part of the work, to be
performed in connection with the supplies
or services furnished under this contract:
Provided, however, That a contract for the



FEDERAL REGISTER, Wednesday, June 7, 1914

furnishing of standard or commercial ar-
tides or raw material shall n"t l e c'nala-
ered as a subcontract.

(5) Variations in Article 4 of the
standard forin-(i) If the profits to lie
eliminated are to be paid in installments,
and the amount of the tax credit has not
been ascertained, Article 4 may be
drafted to read as follows:

4. Terms of Payments. The Contractor
agrees to pay to the Government the amount
agreed in Article 1 hereof to be eliminated.
less the tax credit, if any, applicable thereto
pursuant to Article 3, as follows:

(a) * -------- less the pro rata proportion
of the tax credit applicable thereto, within
ten days after the Contractor shall have re-
ceived a fully executed counterpart of this
agreement or written notice of the amount
of the tax credit, whichever is later; and

(b) $ -------- less the pro rata proportion
of the tax credit applicable thereto, on or
before --------------- or the due date of
the first schedule payment, whichever shall
be later.

Payment shall be made by check to the
order of the Treasurer of the United States
and forwarded -----------------------

All unpaid installments hereunder may at
the option of the Government be declared,
and thereupon shall become, immediately
due and payable, in the event of a default in
the payment of any installment continuing
for twenty days.

(ii) If the amount of the tax credit has
been ascertained before the agreement is
drawn, Article 4 may be drafted to read
as follows:

4. Terms of Payment. The Contractor
agrees to pay to the Government the sum of

($ ---------- ), being the
difference between the amount agreed in
Article 1 hereof to be eliminated and the
amount of the tax credit referred to in
Article 3 which has been xletermined to be
applicable thereto, as follows:
$------- within ten.days after the Con-
tractor shall have received a fully executed
counterpart of this agreement, and
$------on or before ------------- , and
$- ----- on or before -------------------

Payment shall be made by check to the
order of the Treasurer of the United States
and forwarded

All unpaid installments hereunder may at
the option of the Government be declared,
and thereupon shall become, immediately
due and payable, in the event of a default in
the payment of any installment continuing
for twenty days.

[RR 741.2]

(c) Contents of Exhibit A to the
Standard Form of Agreement. E bit
A referred to in the Standard Form of
Agreement shall contain, as a nmum,
the following financial data and infor-
mation:

(1) The amount of net sales under
fixed price contracts in the aggregate
and segregated as between renegotiable
and non-renegotiable businesg.

*If any part of the profits to be eliminated
were derived from prime contracts with De-
fense Plant Corporation, Metals Reserve Com-
pany, Defense Supplies Corporation or Rub-
ber Reserve Company, appropriate provision
should be made so that the portion of the
profits eliminated allocable to such prime
contracts is paid by check payable and de-
livered to the RFO Price Adjustment Board,
811 Vermont Avenue, Washington 25, D. 0.

(2) The net profit on each -ucli
4mount of fixed price business before
Federal taxes on income.

(3) The aggregate amount of billings
under cost-plus-fl: ed-fee contracts sub-
ject to renegotiation (i. e., costs plus
gross fees)

(4) The net fees earned under rene-
gotiable cost-plus-fixed-fee contracts be-
fore Federal taxes on income.

(5) The amount of adjustment In the
profits to be eliminated on account of
taxes other than Federal taxes measured
by income.

(6) The amount of profits to be elim-
inated shown separately as to fixed price
and cost-plus-fAxed-fee business. If any
part of the profits to be eliminated were
derived from prime contracts with RFC
subsidiaries, such part of such profits
shall be indicated.

The form of the exhibit and the man-
ner in which such financial data and in-
formation shall be shown shall be within
the discretion of the Department which
has conducted the renegotiation. In the
discretion of such Department, any addi-
tional financial data or information may
be included in Exhibit A. ERR 7141.3]

(d) Contents of Exhibit B to the
Standard Form of Agreement. See §
1607.741 (b) (2) ERR 741.4]

(e) Contents of Exhibit C to the Stand-
ard Form of Agreement. See § 1605.505.
[ER. 741.5]

§ 1607.742 Clearance Notice.
Form --------

WAn Corancrs PnicE Arsrva r T EoBo.D

(Department)

....... ....... -- 1- 94..

To:
As a result of renegotiation pursuant to

the Renegotiation Act, between the United
States of America (hereinafter referred to as
"the Government") and------------

(If not a corporation, insert proper descrip-

tion)
corporation having its princfpal ofce at
--------------- . .... - ---- -- in the City of

-State of --------- (hereinafter
referred to as "the Contractor"), It has bon
determined that no excesslvo profits have
been received by or accrued to the Contractor
during the contractor's fiscal year ended

--------------. (hereinafter referred to as
"said fiscal year"), from contracts and sub-
coutracts of the Contractor which are subject
to renegotiation pursuant to the Renegotla-
tion Act and which .ere included as renego-
tiable busines In the financial and other
data upon which this determination Is bazed
(hereinafter referred to as "caid contracts
and subcontracts").

The determination and diccharge herein
are based upon data submitted by the Con-
tractor including a statement of Income and
other financial data for said fiscal year.

This Instrument shall constitute a final
determination that no excelvo profits have
been received by or accrued to the Contractor
during said fiscal year from said contracts
and subcontracts and shall finally dischargo
the Contractor of any liability under the
Renkegotation Act for excessvo profits de-
rived during raid fiscal year from said con-
tracts and subcontracts. subject, however, to
the right of the Government, or it duly aur-

thorlzud rcpre=entative, to reopen this rene-
got ation and modify or annul the determi-
nation and discharae herein upon a showing
of fraud or malfeasance or a willful misrep-
resentatlon of a material fact, including a
willful omi1sion by the Contractor to state a
material fact required to mate any represent-
ation of the Contractor not mLs eading.

This determination and discharge shall
not be effective with respect to any amounts
heretofore or hereafter received by the Con-
tractor under any of the contracts or sub-
contracts of the Contractor which are subject
to renegotiatlon unless such amounts were
reflected In income for aid fiscal year in the
financlal data submitted by the Contractor
and upon which the determination and dis-
charge herein are based.

This determination and discharge are made
upon the conditions that (a) no member of
or delegate to Congress or resident commis-
sioner, or any other person In the employ
or crvice of the United States, shall be ad-
mlted to any share or part of this Instru-
ment or to any benefit that may arise
therefrom, but this provision shall not be
construcd to extend to this Instrument if
made with a corporation for its general bene-
fit, and (b) the Contractor has not employed
any person to soliclt or secure this Instru-
ment upon any agreement for a commnsslon,
percentage, brokerage or contingent fee; and
(c) the Contractor will notify the War Con-
tracts Price Adjustment Board promptly of
the receipt of any amounts paid to the Con-
tractor under aby of the contracts or sub-
contracts referred to above, which amn ts
are applicable to mid fiscal year and which
were not reflected In income for mid fiscal
year In $he financial data submitted by the
Contractor. Breach of any of the foregoing
conditions will give the Government the
right to annul this determination.

UN3m Srrss o7' Aarmarca.
By-----------

(Title)
Acting on behalf of the War Contracts Price

Adjustment Board created by the Renego-
tiation Act, undar dua delegations of au-
thority made pursuant to subsection (d)
(4) of the Renegotiation Act.

[RR 742]

SUBPART E-'OMIS OF REORTS

Subpart E is added, as set forth below.
See.
1CO7.751 Progress and operations reports.

(a) Form No. SPRA-O (Weekly Progres3
Report of Departments).

(b) Instructions for Preparation of Da-
partmental Board Weekly Progresz
Report (Form SPRA-O).

(c) Form No. SPRA I (Weekly Progreszs Re-
port of War Department Services).

(d) Ins tructions for Preparatlon of War
Department Weekly Progress Report
(Form SPRA I).

(e) Form No. SPRA I-B (War Department
Price Adjustment Board "Status of
Ranegotiation Report').

(f) Form No. SPRA I-BB (1243 FLical Year
Arsignments "Status of Rengotla-
tlon Report").

(g) Form No. SPRA I-C (War Department
Price Adjustment Board "Operations
ReporV").

(h) Form No. SPRA I-CC (1943 F scal Year
Assignments "Operatiom Report").

107.752 Statement to be furnished con-
tractor.

(a) General Instructlons.
(b) Form of statement and speciflo In-

structions as to Its preparation
(statutory).

(o) Substitute paragraphs for the state-
ment where statutory determination
has not yet been made.

6191
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§ 1607.751 Progress aX operations reprts. (Note: Of thqf2rms ferred to In
this section, only t A I (se § 16o7.'51 (o) and (d)) is IeparedbyS i foe of thi
Wap Department.)

(a) Form No. SPRA-O (Weekly Progress Report of Departments)

SPRA-O
DEPARTLENTAL BOARD WEEKLY PROGRESS REPORT

(Fiscal Year 1943 Assignments)

From: ------------------------------------- Close of Friday ---------------------------
(Depitment)

ToI Assignments & Statistics Branch WDPA,--Statistics & Progress Section

*Noru: Before transmitting Weekly Progress Report indicate in appropriate box the number
of the last Transmittal Report to or from WDPAB-for reconcilement purposes.
(0)

1. Gross assignments received to date --------------------- ------
2a. Less-Reassignmehts requested, pending at 'WDPAB .......................

E 2b. Less-Reassignments approved, confirmed by WDPAB ----------------.... ..
3. Net-Assignments charged to this Department----------------------
4. Report of progress on net assignments in process:

a. Renegotiation not initiated ................................... ......
b. Statutory renegotiation begun ................................ ......
c. Bona fide oral agreements reachdd ...................................
d. Signed agreements in process ...... ........................... ......
e. Sub-total (4a through 4d) .......................... . -

Number
of Tabu-
lation
Forms

SPRAE-8
B. Report on completed assignments: Attached
1Ba. C om pleted settlem ents ............................................ ...... ......
8Sb. Impasse cases--Unilateral determiati6"s (final) ...............................

I Se. Com pleted clearances .............................................. ...... ......
Cancellations:

El Sd-I. Requested-Pending at WDPRAB .......................................
[] Bd-2. Approved-Conf rmed by WDPAB ......................................

Se. Sub-total (5a through 5d-2) -------------------------------
6. Grand Total (4e plus Se should agfee with line 3).................

Rev. 26 May 1944

ERB. 751.1J

(b) Instructions for Preparation of
Departmental Board Weekly Progress
Report (Form SPRA-O)
INSTRaUOIONS FOR THE PaRPATIONr OF DZ-

PARTAMINTAL BOARD WEELY P'ROGRESS R-
PoRT (SPRA-O)

(Fiscal Year 1943 Assignments)

The Weekly Progress Report SPRA-O to
be submitted by the

1. Navy Department-Price Adjustment
Board

2. Navy Department-Procurement Legal
Division

8. Maritime Commission-
4. Reconstruction Finance Corporation
6. Treasury Department
6. War Shipping Administration

to the Assignments and Statistics Branch pf
the War Department Price Adjustment Board
for the information of the War Contracts
Price Adjustment Board and the Joint Price
Adjustment Board is designed to show (a)
the progress of renegotlattoh (items 4a to 4d)

and (b) the degree of accomplishment on
assignments completed (items 5a to gd-i)
and (c) as a reconciliation on net Assign-
ments for which the Department Is respon-
sible as well as the end result on Completed
Settlements and Clearances' and Impasse
Cases which have finally resulted in uni-
lateral determinations.

Items Reported: (In order of lines on Form
SPRA-O).

Line 1. Total gross assignments received
to date (It will be noted this figure is never
adjusted downward). Information source:
Cumulative total on last Assignment Trans.
Report SPRA I-1 red'ived by you from
WDPAB:

Line 2a. Less reassignments zequested-
Pending at WDPAB. Information source:
Plus-Cumulative total on last Reassign-
ment Request Trans. Report SPRA I-2a5dl.
Minus-Cumulative total on last Disap-
,proved Reassignment Trans. Reporf SPRA
I-2axSdlx. Minus - Cumulative total on
last Approved .Reassignment Trans. Report
SPRA I-2bd2. Net - Reassignments re-

quested-pending. Total to be reported on
line 2a.

Line 2b. Less reassignments approved -
Confirmed by WDPAB. Information sourcot
Cumulative total on last Approved Reassign-
ment Trans. Report SPRA I-2b5d2 delivered
to yoi by WDPAB.

Line 3. Net assignments charged to this
Department. Information source: Line 1
minus lines 2a and 2b.

Line 4. Report of progress on net assign-
ments In process.

Line 4a. Renegotiation not initiated. In-
formation source: Report to you from your
Field Offices covering 1043 assignments on
which renegotiation has not begun.

Line 4b. Statutory renegotiation begun,
Information source: Report to you from your
Field Offices Covering 1943 assignments on
which renegotiation has begun but on which
a bona fide oral agreement has not been
reached with contractor.

Line 4c. Bona fide oral agreements reached.
Information source: RepQrt to you from your
Field Offices covering 1943 assignments on
which a bona fide oral agreement has been
reached with contractor.

Line 4d. Signed agreements in process. In-
formation source: Report to you from your
Field Offices plus completed cases under ro-
view in Office of Chief prior to delivery to
WDPAB of Tabulation Report SPRAE-8 at.
tached to Completed Settlement Transmittal
Report SPRA 1-Sa.

Line 4e. Sub-total of lines 4a through 4d.
Line 5. Report on completed assignments.
Line Sa. Completed settlements. Infor-

mation source: Cumulative total on your
last numbered Completed Settlement Trans-
mittal Ieport SPRA I-Ba already delivered to
WDPAB with Tabulation Form SPRAE-8 for
each Settlement attached.

Line 5b. Impasse eases-Unflatcral deter-
minations. Information source: Cumulative
total on your last numbered Impasse
Unilateral Determination Transmittal Report
SPRA I-5b already delivered to WDPAB with
Tabulation Form SPRAE-8 for each Unilateral
Determination attached.

Line Bc. Completed clearances. Informa-
tion source: Cumulative total on your last
numbered Completed Clearance Transmittal
Report S1PRA I-Sc already delivered tO
WDPAB with Tabulation Form SPRAE-8 for
each Completed Clearance attached.

Line 5d-1. Cancellations r a q u a s t a cl-
Pending at WDPAB. Information source:
Plus-Cumulative total on last Cancellation
Request Trans. Report SPRA I-2andl.
Minus--Cumulative total on last Disapproved
Cancellation Trans. Report SPRA I-2ax6dlx.
Minus---Cumulative total on last Approved
Cancellation Trans. Report SPRA 1-2b5d2.
Net-Cancellations requested-pending. To-
tal to be reported on line Sd-i.

Line 5d-2. Cancellations approved--Con-
firmed by WDPAB. Information soUreo:
Cumulative total on last Approved Cancel-
lation Trans. Report SPRA I-2b5d2 delivered
to you by WDPAB.

Line Be. Sub-total of lines 6a through
5d-2.

Line 6. Grand total (Line 4a plus line Bo
should agree with line 8).

Rev. 26 May 1944.

[RR 751.2J
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(c) Form No. SPRA I (Weekly Progress Report of War Departnent Scrvices).

SPRA I
W n DEPARTh.NT

WEEXLY PROGRESS REPORT

(Fiscal Year 1943 Asslgnxmlents)

From: ------------------------ -------- Close of Friday .----------------------
To: Assignments & Statistics Branch WDPAB-Statistlcs & Prcgre 3 Section c

*Norz: Before transmitting Weekly Progress Report to WDPAB Indicate in npproximite
box the number of the last Transmittal Report to or from WDPAB-for reconcflemet
purposes.
(*)
] 1. Gross assignments received to date ---------....................---..
o 2a. Less-Reassignments requested, pending at WDPAB -----------..........
o 2b. Less-Reassignment approved, confirmed by WDPAB .--......

3. Net-Assignments charged to this Service ------------------------ --
4. Report of progress on net assIgnment with service:

a. Renegotiation not initiated---
b. Statutory renegotiation begun ............................... ......
c. Bona fide oral agreements reached .............................
d. Signed agreements in process ..................................
e. Sub-total (4a through 4d)..............................

5. Reconciliation report on assignments delivered to WDPAB:
Completed Settlements:

0 5a-1. For WDPAB Review .........................................
o 5a-2. For WDPAB Approval

5 Sb Impasse Cases...............................................
Completed Clearances:

EO 5c- . For WDPAB Review ..................................................
o 5c-2. For WDPAB Approval--------------------------------

Cancellations:
[o 5d.-l. Requested-Pending at WDPAB -----------------------------
0 5d-2. Approved--Confirmed by WDPAB---------------------- - -

5e. Sub-total (Sa through 5d) -----------------

6. Grand total (4e plus 5e should agree with line 3)------------------
Rev. 26 May 1944

[RR 751.31

(d) Instructions for preparation, of
War Department Weekly Progress Re-
port (Form SPRA I)
INSTRUCTIONS FOR = PREPMATION OF WAR

DEPARTLE WEEKLY PRoOREss REPORT
(SPRA I)

(Fiscal Year 1943 Assignments)

Submitted by the Services at the Close of
Each Friday to the War Department Price
Adjustment Board

The Weekly Progress R.eport SPRA I to be
submitted by the Chiefs of Price Adjustment
Sections to the War Department Price Ad-
justment Board is designed to show (a) the
progress of renegotiation in each Service
(Items 4a to 4d), (b) the degree of accom-
plishment on assignments delivered to the
War Department Price Adjustment Board for
appropriate action (Items 5a to d), and (c)
as a reconciliation of the records of the Chief
of Price Adjustment Section with the As-
signments and Statistics Branch. War De-
partment Price Adjustment Board. Those
items contained in the report which require
weekly reconciliation with the records of
the Assignments and Statistics Branch have
been provided boxes for the posting of the
number of the last Transmittal Report on
items delivered to or received from the War
Department Price Adjustment Board.

Items Reported: (In order of lines on form
SPRA I)

Line 1. Total gross assignments received
to date. (It will be noted that this figure Is

No. 113-7

never adjusted downward). Information
source: Cumulative total on last Assignment
Trans. Report SPRA I-I received by you from
WDPAB.

Line 2a. Lcss-Rcasslgnments requestead-
Pending at 17DPAB. Information Eource:
Plus-Cumulatlve total on last Rea-sinment
Request Trans. Report SPRA I-2aldl.
Minus-Cumulative total on last Dl_,pproved
Reassignment Trans. Report SPRA I-2a5dl=.
Minus-Cumulative total on last Approved
Reassignment Trans. Report SPRA I-2d5d2.
Net-Reasignments requested-Pending.
Total to be reported on line 2a.

Line 2b. Less--Rcassignments approved-
Confirm d by WDPAB. Information rource:
Cumulative total on last Approved Reas-
signment Trans. Report SPRA 1-2b5d2 de-
livered to you by WDPAB.

Line 3. Net assignments charged to this
Service. Infcrmation rource: Line 1 Minus
lines 2a and 2b.

Line 4. Report of progress on net assfgn-
ments with Service.

Line 4a. Renegotiation not initiated. In-
formation source: Report to you from your
Field Offices covering 1943 A--guments on
which renegotiation has not begun.

Line 4b. Statutory renegotiaion begun.
Information source: Report to you from your
Field Offlces covering 1943 Acsignments on
which renegotiation has begun but on which
a bona fide oral agreement has not been
reached with Contractor.

Line 4c. Bona fice oral agreements
reached. Information zource: Report to you

from your Field OMes covering 19-3 Assign-
ments on which a bona fida oral agreement
ha3 been rcached with Contractor.

Line dd. Signed agreements in process.
Information rource: Report to you from your
Field Ofices pluz completed cases under re-
vlen in Ofce of Chief of Sarvica prior to de-
livery to VDPAB attached to Comnleted Sat-
tlment Trans. Report SPRA I-Sabc.

Line 4e. Sub-total of lines 4a through 4d.
Lino 5. Recanlfaition report on assign-

ments delivered to WDPAB.
Line Ba-l. Completed settlements for

1VDPAB review. Information source: Plu-
Cumulative total on your lest numbered
Completed Settlements Trans. Report SPRA
I-Zabc covering completed settlements de-
livered to WDPAB for review. Minus-Cumu-
latIve total on lst Returned Settlements
Trans. Report SPRA I-Sabc. Net--Com-
pleted settlements in hands of VWDPAB for
review. Total to be reported on line Sa-1.

Line Ca-2. Completed zettlements for
WDPAB approval. Information source
Plus--Cumulative total on your last num-
bored Completed Settlements Trans. Report;
SPRA I-Sabs covering Completed Sattle-
ments delivered to WDPAB for approval.
MinuD-Cumulative total on last Returned
Settlements Trans. Report SPRA I-Sabcx.
Net--Completed cettlements in hands of
WDPAB for approval. Total to be reported
on line Ea-2.

Line 5b. Impawe cases. Information
courcoe Plu-Cumulative total on your last
numbercd Impazse Trans. Report SMR I-
Cabc delivered to WDPAB. Minuz--Cumuia-
tive total on last Returned Impasse Trans.
Report SPRA I-Sabcx. Net-Impasze cases
in hands of WDPAB-T~ta to be reported on
line 5b.

Line Cc-I. Completed clearances for
WDPAB review. Information source: Plus--
Cumulative total on your lest numbered
Completed Clearance Tran. Report SPRA
I-Sata delivered to WDPAB for review.
Minus--Cumulative total on Last Returned
Clearance Trans. Report SPRAI-Sabcr. Net--
Completed clearancs In hands of VDPAB
for review. Total to be reported on line

0-I.
Line Sc-2. Completed clearances for

IVDPAB approval. Information source:
Pluz-Cumulative total on your last num-
bred Completed Clearance Trans. Report
SPRA I-Saba delivered to VDPAB for cp-
proral. Minus--Cumulative total on List
Returned Clearance Trans. Report SPRA
I-Sabe. Net-Completed clearance in bands
of VDPAB for approval-Total to be reported
on line Ec-2.

Line 5d-1. Cancellations requested-Pend-
ing at IVDPAB. Information source: Plus--
Cumulative total on last Cancallation Re-
quc-t Tran. Repo rtSPRA I-2aSdI. Mlinus-
Cumulative total an last Diapproved Can-
cellation Trans. Report SPRA I 2axSdlx.
Minus-Cumulative total on last Approved
Cancellation Trans. Report SPRA I-2b d2.
Not-Cancellatons requ-ted-Pending. To-
tal to be reported on line 3d-i.

Line 5d-2. Cancellations approved-Con-
firmed by WDPAB. Information source: Cu-
mulative total on last Approved Cancellation
Trans. Report SPRA I-2bSd2 delivered to you
by WDPAB.

Line 52. Sub-total of lines Sa-1 through
Ed-2.

Line 6. Grand total (Line 4e plus line 5a
rhould agree with line 3).

Rev. 26.ray 1844.

[PR 751.4]
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§ 1607.752 Statement to be furnished
contractor-(a) General 2nstructions.
(1) Subsection (c) (1) of the Renegotia-
tion Act of 1943 reqtures that whenever
the War Contracts Board makes a de-
termination by agreement or order, there
must be furmshed to the contractor, at
his request, a statement showing the
determination of excessive profits, the
facts used as a basis therefor and the
reasons for such determination.

(2) The manner in which and the
time at which the statement will be given
to the contractor are described in
§ 1605.520 and following, of these regula-
tions.

(3) The statement cannot be used in
The Tax Court of the United States as
proof of the facts or conclusions stated
therein.

(4) The statement is divided into four
principal parts:

(I) Designation of the contractor and
the fiscal year under review.

(ii) Determination of excessive profits.
(iii) Summary of the relevant facts

upon which the determination is based.
(iv) Reasons for the determination.

[RR 752]
(b) Form of statement and specific zn-

structions as to its preparation (statu-
tory)-(1) Designation of the contractor
and ftscal perzod.

To: ----------------------------
(Contractor's name and address)

Fiscal Year -------------------....... .
In accordance with the provisions of sub-

section (c) (1) of the Renegotiation Act, you
are hereby furnished a statement showing,
for your fiscal year above set forth, the de-
termination of excessive profits for said fiscal
year and the facts and reasons upon which
the determination is based.

If the determination is by order other
than an order of the War Contracts Price
Adjustment Board, the following clause
will be inserted at this point:

This statement is final only in the event
that the determination by order to which it
relates is final,

(2) Determznation of excessve profits.
Pursuant to the provisions of the Renego-

tiation Act, it has been determined by ------
(order)

--- ..-.-.-----------. dated-----------
(agreement)

that, of the profits received by or accrued to
you during said fiscal year under contracts
or subcontracts subject to renegotiation, the
amount of $ ------ constitutes profits which
should be eliminated.

(3) Summary of the relevant facts-
(i) Financzal comparisons. There shall
be made part of this statement compara-
tive financial statements of the contrac-
tor which may be in the form of exhibits
attached to the statement: -If exhibits
are used, they should be described and
referred to in this part of the statement.

Comparative balance sheets prepared
from those furnished by the contractor,
as of the end of the fiscal year 1936 and
of each fiscal year thereafter, including
the fiscal year under review, shall be
included.

Comparative income statements for
the same fiscal-periods shall be included.

In the case of a statement furnished
after a determination by agreement, doc-
umentary information furnished by the
contractor and properly identified, re-
lating to the financial comparisons above
rexerred to in this subparagraph (2) (1),
may be incorporated by reference. In
the case of a statement furnished after
a determination by agreement or order,
such financial comparisons may be omit-
ted to the extent information therefor is
not made available by the contractor.

The statements shall be supplemented
by such statistical data related to the
fiscal periods as may be deemed perti-
nent to the renegotiation.

Any disallowance (or additional allow-
ance) as compared with costs shown on
the contractor's books shall be indicated.

(i) Other facts related to the deter-
mination. The statutory factors re-
quired to be taken into consideration by
subsection (a) (4) (A) of the Renegotia-
tion Act of 1943 must receive consIdera-
tion and the basic facts related thereto
set forth, whether favorable or unfavor-
able to the contractor. The basic facts
will be those resulting from considera-

eion of the data submitted or assembled
for the purpose of the renegotiation.
Any other facts considered and pertinent
to the consideration of the determina-
tion shall also be set forth.

(4) Reasons for the determination.
A statement shall be made of the reasons
for the determination in the light of all
of the facts and factors referred to In
the foregoing portions of the statement,
indicating generally the relative signifi-
cance and importance of such facts and
factors. ERR 752.2]

(c) Substitute paragraphs for the
statement where statutory determina-
tion. has not yet been, made. (1) Dasig-
nation of the contractor and purpose of
statement.
TO -----------------------------

(Contractor's name and address)
Fiscal Year ---------------------------
You are hereby furnished with a statement

of the facts and reasons upon which the
opinion of (name of Board or Section) as
to the amount of excezzlve profits for your
fiscal year above set forth was based. Such
statement Is furnished for the purpoe of
assisting you In determining whether or not
you wish to enter into an agreement pro-
viding for the elimination of such e'c sslve
profits. It Is not a statutory statement as
provided in subsection (c) (1) of the Re-
negotiation Act.

(2) Statement of opinion of excessire
profits.

In the opinion of (name of Board or Sc-
tion) the amount of excessive profits re-
ceived or accrued by you during such fiscal
year under contracts or eubcontracts subject
to renegotiation Is $ -------

[RP 752.31
SUBPART I---ADDRES5ES

Subpart I is amended to read as
follows:

§ 1607.791 War Contracts Price Ad-
2ustment Board.

(a) Principal Offlce. 4118 18th Street NW.
Washington 6, D. 0. Tel. Republic 7 0 Ext.
4786.

ERR 791.1]

(b) Czafrwnan. War Contracts Price Ad-
justment Board. Attention: Mr. Joseph LL
Dzdg , Chairman, Room 3D 631., 'he Penta-
gon. Wazhington 25, D.C. Tel. Republic 6700,
Ext. 73173.

[ERR 791.2]
(c) Office of General Counsel. War Con-

tracts Price Adjustment Board, Attention:
Mr. W. Jam-_ McIntosh. General Counsel,
Room 3D 60. The Pentagon, Washington 25,
D.C. Tel. Republic 6700, Ext. '72191.

[ER 791.3]
(d) Assltnment Office. Assignments and

StatLtics Branch. Renegotiation Divislon,
Room 3D 573. The Pentagon, Washington 25,
D.C. Tel. Rcpublic 670, EMt. 736M8; or Clear-
ance and As-ignment 02ca Past Ocea Box
2707. Walngton 25. D.C. Tel.Republic 6700,
Ext. 73678.

[ERR 791.4]
(e) Pentagon Office. Room 3E 592, The

Pentagon, Wachington 25, D.C. Tel. Republic
67C0. Ent. '73636.

[RR 791.5]

§ 1607.792 Departmental Pr-ce Ad-
2ustment Boards.

War Department Price Adjustment Board,
Attention: Lt. Col. W. H. Coulzon, Executive
OMcer. Room 3D 573, The Pentagon. Wash-
Ington 25, D. C. Tel. Republic 6700, Ext.
VG72.

Navy Price Adjustment Board, Attention:
Mr. Laird Bell. Chairman. 71a 18th Street,
NW.. Washington 6, D. C. .Tel. Republic
740. Ext. 5169 or 62729.

Treazury Department Price Adjustment
Board. Attention: Captain H. C. Mull, Jr,
Chairman. 5304 Procurement Building, 7th
and D Streets SW, Whbngton 25, D.C. Tel.
District 5700. ExZt. 2105.

Maritime Comiszion Price Adjustment
Board. Attention: Commander A. G. Ryd-
strom. Room 512, Electrical Workers Build-
lng, 1203 15th Street NW., Wahington 25,
D. 0. Tel. Executive 3340, Ext. 606 or 607.

War Shipping Administration Price Ad-
justment Board. Attention: Mr. James L.
Murphy. Chairman, 39 Broadway, New York
6, New York. Tel. Whitehall 3-4000.

Rcons-tructlon Finance Corporation Price
Adjustment Board. Attention: Mr. Charles
T. Fisher. Jr, Chairman. Lafayette Building,
811 Vermont Avenue N-W., Washington 25.
D. C. Tel. Executive 3111. Ext. 8 or 48.

§ 1607.793 War Department Prce Ad-
Justment Sections.

(a) Hcadquarters. Price Adjustment
Branch, Control Offce, AC/AS I. LL & D.
Army Air Forces, Room 5C 9, The Pentagon,
Washington 25. D. C. Tel. Republic 6709,
Exts. 7=03, 4420, 4577.

Price Adjustment Office, Material Conm-
mand, Army Air Farces, Wright Field, Dayton.
Ohio. Tel. Kenmore '711. Exts. 22135, 23292,
25225.

The Chief of Chemical Warfare, Attention:
Major Robart 5. E-tes, Purchase Policies
Branch, Baltimore Sub-OMce, 00 CWS, 2C0
West Baltimore Street, Baltimore 1. Mary-
land. Tel. Lxington 0710.

The Chief of Engineers, Attention: Mr.
H. W. Loving. Price Adjustment S-ction,
Room 519. New War D--partment Building,
Washington 25, D. C. Tel. Republic 6700,
Ext. 725.

The Chief of Ordnance, Attention: Major
John L Marble, Purchase Policy Section,
Room 5D 400, The Pentagon. Washington 25,
D.C. Tel. Republic 6700. Ext. 2233.

The Quartermaster General, Attention:
Lt. Col. H. P. Colt, Price Adjustment Sect!on,
Room 2327. Temp. B, 2nd and Q Streets SW.,
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Washington 25, 2). C. Tel. Republic 6700,
Ext. 3744 or 6485.

The Chief Signal Officer, Attention: Mr.
Wilfred Goodwyn, Price Adjustment Section,
Room 2C 285, The Pentagon, Washington 25,
D. C. Tel. Republic 6700, Ext. 73278.

The Surgeon General, Attention: Lt. Col.
Lee I. Park, Renegotiation Division, Room
518, Maritime Building, 1818 H Street NW,
Washington 25, D. C. Tel. Republic 6700,
Ext. 78455.

The Chief of Transportation, Attention:
Col. James F. Mitchell, Jr., Price Adjustment
Section, Room 3A 670, The Pentagon, Wash-
ington 25, D. C. Tel. Republic 6700, Ext.
4505.

ERR 793.11
(b) Field Offices of Prce Adjustment See-

tions-(1) Army Air Forces. 39 South La
Salle Street, Chicago 3, Illinois, Tel. Ran-
dolph 9720.

Enquirer Building, 617. Vine Street, Cin-
cinnati, Ohio, Tel. Cherry 8320.

4614 Prospect Avenue, Cleveland 3, Ohio,
Tel. Endicott 7200.

8505 West Warren Avenue, Detroit 32,
Michigan, Tel. Hogarth 8730.

3636 Beverly Boulevard, Los Angeles 54,
California, Tel. Drexel 7081.

67 Broad Street, New York 4, New York,
Tel. Whitehall 4-1600.

420 West Douglas Avenue, Wichita 1, Kan-
sas, Tel. Wichita 5-4621.

(2) Corps of Engineers. 50 Whitehall
Street, Atlanta 2, Georgia, Tel. Jackson 6180.

101 East Fayette Street, Baltimore 2, Mary-
land, Tel. Plaza 8060.

75 Federal Street, Boston 10, Massachu-
setts, Tel. Hubbard 8100.

20 North Wacker Drive, Chicago 6, Illinois,
Tel. Randolph 1311.

1120 Huntington Bank Building, Columbus
16, Ohio, Tel. Main 6481.

Santa Fe Building, 1114 Commerce Street,
Dallas 2, Texas, Tel. LD 930.

270 Broadway, New York 7, New York, Tel.
Barclay 7-1616.

Farm Credit Building, 19th and Douglas,
Omaha 1, Nebraska, Tel. Webster 5966.

351 California Street, San Fratcsco, Cali-
fornia, Tel. Garfield 6900.

(3) Ordnance Department. 700 Frank Nel-
son Building, Birmingham 1, Alabama, Tel.
Birmingham 4-7511.

140 Federal Street, Boston 10, Massachu-
setts, Tel. Hubbard 9800.

38 South Dearborn Street, Chicago 3, Illi-
nois, Tel. Franklin 4900.

Big Four Building, Cincinnati 1, Ohio, Tel.
Cherry 3800.

1006 Terminal Tower Building, Cleveland
13, Ohio, Tel. Main 0670.

1832 National Bank Building, Detroit 32,
Michigan, Tel. Randolph 9360.

Room 1816-80 Broadway, New York 5, New
York, Tel. Hanover 2-7300.

150 South Broad Street, Philadelphia'2,
Pennsylvania, Tel. Locust 4020.

1202 Chamber of Commerce Building, Pitts-
burgh 9, Pennsylvania, Tel. Grant 5966.

1238 Mercantile Building, Rochester 4, New
York, Tel. Stone 3203.

3663 ,Lindell Boulevard, St. Louis 8, Mis-
souri, Tel. Jefferson 7380.

402 Hotel Empire, San Francisco 1, Cali-
fornia, Tel, Underhill 3306.

95 State Street, Springfield 8, Massachu-
setts, Tel. 7-0211.

(4) The Quartermaster General. 1 State
Street, Boston 9, Massachusetts, Tel. La-
fayette 3712.

333 North Michigan Avenue, Chicago 1,
Illinois, Tel. Franklin 5910.

521 Fifth Avenue, New York 17, New York,
Tel. Murray Hill 2-2622.

520 Kohl Building, Montgomery ang Cali-
fornia Streets, San Francisco _L California,
Tel. Exbrook 7467.

16th Floor Woodside Building, Greenville,
South Carolina, Tel. 7140.

(5) Signal Corps. 1 North La Salle Street,
Chicago 2, Illinois, Tel. State 9150.

17th and Sansom Streets, Architects Build-
ing, Philadelphia 3, Pennsylvania, Tel. Rit-
tenhouse 5950.

(6) Surgeon General. 52 Broadway, New
York 4, New York, Tel. Hanover 2-5200.

Room 1425, Civic Opera Building, 20 North
Wacker Drive, Chicago 6, Illinois, Tel. Ran-
dolph 1311.

ERR 793.2]

§ 1607.794 Navy Department
(a) Navy Price Adjustment Board. (1)

Washington Division, 718 18th Street, N. W.,
Washington 6, D. 0. Tel. Republic 7400, Ext.
62729.

(2) New York Division, Room 310, 630
Fifth Avenue, New York 20, New York. Tel.
'Columbus 5-3851.

(3) Chicago Division, 21st Floor, 100 West
Monroe Street, Chicago 3, Illinois. Tel. And-
over 5740.

(4) San Francisco Division, 727 Financial
Center Building, 405 Montgomery Street, San
Francisco 4, California. Tel Exbrook 1161.

ERR 794.1)
(b) Services. and Sales Renegotiation Sec-

tion. (1) Office of the Under Secretary of
the Navy, Services and Sales Renegotiation
Section, Washington 25, D. C. Tel. Republic
7400, Ext. 61468.

(2) Office of the Under Secretary of the
Navy, Services and Sales Renegotiation Sec-
tion, Washington Divisional Office, Washing-
ton 25, D. C. Tel. Republic 7400, Ext. 61263.

(3) Office of the Under Secretary of the
Navy, Services and Sales Renegotiation Sec-
tion, New York Divisional Office, Room 310,
630 Fifth Avenue, New York 20, New York.
Tel. Columbus 5-3851.

(4) Office of the Under Secretary of the
Navy, Services and Sales Renegotiation Sec-
tion, Chicago Divisional Office, Room 916,
610 South Canal Street, Chicago 7, Illinois.
Tel. Wabash 2900, Ext. 372-3.

(5) Office of the Under Secretary of the
Navy, Services and Sales Renegotiation Sec-
tion, Los Angeles Divisional Office, Room 907,
Van Nuys Building, Seventh and Spring
Streets, Lop Angeles 14, California. Tel.
Trinity 1432

ERR 794.2]

(c) Prce Reision, Division. Price Revision
Division, PM320; Office of Procurement and
Material, Main Navy Building, Room 2234,
Washington 25, D. C. Tel. Republic 7400, Ext.
63009.

ERR 794.3]

§ 1607.795 Related Offices.
General Accounting Office, Washington 25,

D. C. Tel. Executive 4621.
Chief, Contract Review Branch, Procure-

ment Policy Division, War Production Board,
4th & Independence Avenue SW., Wash-
ington 25, D. C. Tel. Republic 7500, Ext.
6261.

[R 795)

PART 1608-STATUTES, ORDERS, JbINT
REGULATIONS AND DIRECTIVES

SUBPART A-STATUTES, EXECUTIVE ORDERS
AND TAX COURT RULES

Section 1608.806 is added, as follows:

§ 1608.806 Tax Court rule governing
renegotiation of war contracts cases.
(See 9 P.R. 3286) ERR 806]

19 F.R. 4166.

SUBPART D--EEMPTIONS

Subpart D is added, as set forth below t
Sec.
1608.841 Raw material exemption.
1608.842 Public utility exemptions,

(a) Electric power.
(b) Gas.
(c) Transportatfon.
(d) Communications.
(e) Subcontracts.
(f) Scope of exemptions.

1608.843 List of exempted feods.

§ 1608.841 Raw materiar exemption.
Pursuant to subsection (1) (2) of the 1043
act the- War Contracts Board has Issued
the following -regulation concerning the
exemption of contracts and subcontracts
for certain products of the kind described
In subsection (i) (1) (B) of the 1943
act.

(a) The term "exempted products" as
used in this regulation, shall mean any
of the following products:

Aggregates Including such Items as washed
or screened sand, gravel or crushed stone,

Alumina; aluminum sulfate; aluminum
ingots and pigs.

Asphalt, natural.
Antimony ore, crude; antimony ore, con-

centrated; antimony metal, antimony oxide;
antimony sulfide.

Arsenic, crude; arsenic powder, arsenlous
oxide (white arsenic).

Asbestos rock; asbestos fibre.
Bauxite, crude; calcined or dried bauxite:

bauxite abrasive grains.
Beryl ore and concentrates; beryllium ox-

Ide; beryllium metal; beryllium master alloys.
Bismuth metal.
Borax.
Cadmium flue dust; cadmium oxide, cad-

mlum balls and slabs.
China clay; kaolin; fire clay; brick and tile

made from clays other than kmolin, china
and fire clay.

Chromium ore and ferrochrome; chromito
not processed beyond the form or state sit-
able for use as a refractory; bichromateS.

Coal, prepared; run-of-mine coal.
Cobalt oxide; cobalt anodes, shot and ron-

delles.
Columblum ore and concentrates; colunt-

bium oxide; ferrocolumbium.
Copper ore, crude; copper ore, concentrated:

copper matte; blister copper; copper billeto,
cathodes, cakes, ingots, ingot bars, powder,
slabs and wrebars.

Corundum ore and concentrates; corun-
dum grain.

Cryolite ore and concentrateS.
Diaspore; diaspore brick.
Diatomaceous silica, lump, block, brick

and powder.
Feldspar, crude and ground,
Ferrosilcon.
Fluorspar ore; fluorspar fluxing gravel:

lump ceramic ground fluorspar; acid grades
of fluorspar.

Gas, natural, hot processed or treated
further than the processing or treating cus-
tomarily occurring at -or near the well.

Graphite ore and concentrates, flako
graphite; graphite fines, lump and chip
graphite'powder.

Gypsum, crude; calcined gypsum.
Indium metal.
Industrial diamonds.
Iridium metal, including ingot and powder.
Iron ore, crude; pig iron.
Kyanite ore and concentrates kyanite

brick.
Lead ore; refined lead bars, ingots and pigs;

antimonial lead bars, ingots and pigs,
Limestone; crushed limestone,
Magnesite; dead burned magnesito.
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Magnesium-bearing minerals, Including
bructte; magnesium oxide; magnesium chlo-
ride; metallic magnesium, pigs and ingots.

Mercury ore; mercury metal.
Manganese ore; ferromanganese, Including

spiegeleisen; siucomanganese.
Mica, crude, hand-cobbed; block mica; sheet

mica, including splittings; wet or dry ground
mica.

Molybdenum ore and concentrates; molyb-
denum oxide; calcium molybdate; ferro-
molybdenum.

Nickel ore and concentrates; nickel matte;
nickel oxide; nickel ingots, cathodes and
shot,

Oil, crude, not processed or treated further
than the processing or treating customarily
occurring at or near the well.

Osmium metal, including ingot and pow-
der.

Palladium metal, including ingot and pow-
der.

Phosphate rock; elemental phosphorus;
ferrophosphorus; phosphorus pentoxide and
phosphoric acid derived directly by treatment
of phosphate rock; superphosphate.

Platinum ore and concentrates; platinum
metal, including ingot and powder.

Pumice, lump.
Radium bromide; radium sulfate; radium

gas.
Rhodium metal, including ingot and pow-

der.
Ruthemunf 

metal, including ingot and
powder.

Salt, rock;" evaporated salt; soda ash, am-,
moma and electrolytic caustic soda and bi-
carbonate of soaa when derived directly by
treatment of brine.

Sea shells; oyster shells; clam and reef
shells.

Selenium metal.
Silver, relrned, including bars, shot, powder

and grains.
Stone, rough dimension.
Sulfur, crude.
Sulfuric acid; oleum (other than sulfuric

acid or oleum produced from crude sulfur
or any other product having an industrial
use).

Standing timber, logs, logs sawed into
length, and logs with or without bark.

Talc, crude, ground and sawed.
Tantalum ore and concentrates; tantalum

double fluoride.
Tellurium metal.
Tin ore and concentrates; refined pig tin.
Titanium-bearing ores and concentrates,

including ilmenite and rutile; titanium
oxide; ferrotitanium.

Tungsten ore and concentrates; sodium
tungstate; ferr6tungsten; tungsten metal, in-
cluding powder; tungstic oxide.

Uranium ores and concentrates; uranium
oxide.

Vanadium ores and concentrates; sodium
vanadate; vanadium pentoxide; ferrovana-
dium.

Whiting; chalk lump.
Zinc ores and concentrates; zinc anodes,

bars, oxide, powder and slabs.
Zirconium ores and concentrates.

(b) Subject to the provisions of para-
graph (c) hereof, it is determined that
each of the exempted products is "the
product of a mine, oil or gas well, or
other nineral or natural deposit, or tim-
ber, which has not been processed, Ire-
fned, or treated beyond the first form
or state suitable for industrial use"
within subsection (i) (1) (B) of the Re-
negotiation Act. The provisions of such
act shall not apply to contracts and sub-
contracts for any of the exempted prod-
ucts.

(c) This determination is made under
the principles set forth in § 1603.344 (a)

of this chapter, Including subdivision.(2)
(iv) thereof. The products listed under
paragraph (a) of this section are exempt
only when they represent products of a
mine, il or gas well, or other mineral
or natural deposit, which have not been
processed, refined or treated beyond the
first form or state suitable for industrial
use and are not exempt if manufactured
from raw materials which do not fall
within the above description or which
have at some prior stage been processed,
refined or treated beyond such first form
or state suitable for industrial use. For
example, magnesium produdts derived
from sea water, products manufactured
from the atmosphere, secondary alumi-
num pigs and ingots, and other similar
products are not considered exempted
products.

(d) This determination applies to fis-
cal years ending after June 30, 1943.

(e) This section may be amended
from time to time, revising, amending or
supplementing the list of exempted prod-
ucts contained in paragraph (a) hereof.
[RB 841)

§ 1608.842 Public utility exemptions--
(a) Electric power (1) Pursuant to
subsection (1) (4) of the Renegotiation
Act of 1943 (including subsection (1) (4)
(B) and (1) (4) (F)) the following
classes and types of contracts and sub-
contracts are exempt to the extent pro-
vided in this paragraph from all of the
provisions of the Renegotiation Act of
1943:

Qi) Any contract or subcontract with a
public utility for the delivery of electric
power of less than 1,000 kilowatts of con-
tractual demand, except that if the ac-
tual demand was 1,000 kilowatts or more
at any time during any particular fiscal
year, amounts received or accrued under
such contract or subcontract for such
fiscal year shall not be exempt from re-
negotiation by reason of this subdivision
(I)

(ii) Any subcontract with a public
utility for the delivery of electric power
without regard to the contractual or
actual demand, except that:

(a) If suci subcontract for electric
power is with a contractor having a con-
tract with a Department providing for
the reimbursement by a Department of
costs of the contractor incurred under
such subcontract for electric power, or

(b) If a Department has contracted to
pay or guarantee the payment of
amounts payable under such subcon-
tract for electric power,
then in either such case such subcon-
tract for electric powyer shall not be ex-
empt from renegotiation by reason of
this subdivision (H)

(2) Amounts received or accrued under
any contract or subcontract with a pub-
lic utility with respect to the construc-
tion or installation of facilities for the
generation, transmission or distrlbuton
of electric power shall not be exempt
from renegotiation by reason of this
paragraph (a) even though such contract
or subcontract also calls for the delivery
of electric power. MR 842.1]

(b) Gas. (1) pursuant to subsection
(1) (4) of the Renegotiation Act of 1943
(including subsection (1) (4) (B) and

(1) (4) (F)) the following classes and
types of contracts and subcontracts are
exempt to the extent provided In this
paragraph from all of the provsins of
the Renegotiation Act of 1943:

(1) Any contract or subcontract with
a public utility for the delivery of gas,
except that If the amounts received or
accrued under any such contract or sub-
contract during any particular fiscal year
were $50,000. or more, amounts received
or accrued under such contract or sub-
contract for such fiscal year shall not be
exempt from renegotiation by reason of
this subdivision (I) (If such fiscal year
Is a fractionarpart of twelve months, the
$50,000. amount shall be reduced to the
same fractional part thereof for the pur-
poses of this subdivision.

(I) Any subcontract with a public
utility for the delivery of gas without
regard to the amounts received or ac-
crued thereunder during any fiscal year,
except that:

(a) If such subcontract for gas is with
a contractor having a contract with a
Department providing for the reimburse-
ment by a Department qf costs of the
contractor incurred under such subcon-
tract for gas, or

(b) If a Department has contracted to
pay or guarantee the payment of amounts
payable under such subcontract for gas,
then In either such case such subconL-act
for gas shall not be exempt from re-
negotiation by reason of this subdivision
(i)

(2) Amounts received or accrued under
any contract or subcontract with a public
utility with respect to the construction
or Installation of facilities for the genera-
tion, transmission or distribution of gas
shall not be exempt from renegotiation
by reason of this paragraph (b) even
though such contract or subcontract also
calls for the delivery of gas. [RH. 842]2

(c) Transportation. Pursuant to sub-
section (1), (4) of the Renegotiation Act
of 1943 (including subsection () (4)
(B) and U) (4) (F)) the folwing
classes and types of contracts and sub-
contracts are exempt from all of the pro-
visions of the Renegotiation Act of 1943:

(1) Contracts and subcontracts with
common carriers to furnish transporta-
tion by railroad, motor vehicle or air,
when made at published rates or charges,
fixed, approved or subject to regulation
as to the reasonableness thereof by a
public regulatory body, or when made at
rates or charges which the Department
conducting the renegotiation in Its dis-
cretion shall determine to be no higher
than such published rates or charges
for transportation of a comparable char-
acter. [RR, 842.3]

(d) Communications. Purs u ant to
subsection (1) (4) of the Renegotiation
Act of 1943 (includlng subsection (i) (4)
(B) and (1) (4) (p)) the following
classes and types of contracts and sub-
contracts are exempt from all of the
provisions of the Renegotiation Act of
1943:

(1) Contracts and subcontracts with
telephone, telegraph, cable and radio
companies to furnish the service of
transmitting messages, when made at
published rates or charges, fixed, ap-
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proved or subject to regulation as to the
reasonableness thereof by a public regu-
latoiy body, or when made at rates or
charges which the Department conduct-
Ing the renegotiation in its discretion
shall determine to be no higher than such
published rates or charges for service of
a comparable character. [RR 842.4)

(e) Subcontracts. Pursuant to sub-
section (1) (4) of the Renegotiation Act
of 1943 (including 'subsection (i) (4)
(B) and (i) (4) (F)) the following classes
and types of contracts and subcontracts
are exempt from all of the provisions of
the Renegotiation Act of 1943.

(1) Subcontracts under any contracts
or subcontracts exempted pursuant to
paragraphs (a) through (d) inclusive, of
this section. [RR-842.5J

(f) Scope of exemptions. All of the
exemptions maple under paragraphs (a)
through (e) inclusive, apply to contracts
and subcontracts of the specified classes
and types, whether heretofore or here-
after made or performed, and whether
or not they contain renegotiation pro-
visions. [RR 842.6)

§ 1608.843 List of exempted foods.
Determination of the War Contracts
Price Adjustment Board of the exemption
from renegotiation of contracts and sub-
contracts for perishable foods under
section 403 (1) (4) (B) of the Renego-
tfation Act of 1943.

Pursuant to the authority coiiferred
upon the War Contracts Price Adjust-
ment Board by section 403 (i) (4) (B)
of the Renegotiation Act of 1943, con-
cerning the exemption of contracts and
subcontracts for certain perishable goods
from renegotiation under the Renegotia-
tion Act of 1943, the War Contracts
Price Adjustment Board hereby deter-
mines that the foods set forth m the list
attached hereto and designated as Ex-
hibit I are perishable; and that, in the
opinion of the Board, the profits under
contracts and subcontracts for the pur-
chase of such foods can be determined
with reasonable certainty when the con-
tract price is established; and that con-
tracts and subcontracts, heretofore or
hereafter made, for the purchase of such
foods are hereby declared to be exempt
from all of the pro-isions of the Renego-
tiation Act of 1943.

Exnssrr 1
Fresh Fruits:

Apples.
Apricots.
Bananas.
Berries (blue and black).
Cantaloupes.
Cherries.
Cranberries.
Grapes.
Grapefruit.
Honeydew Melons.
Lemons.
Limes.
Oranges.
Pears.
Peaches.
Plums.
Strawberries.
Tangerines.
Watermelons.
Other Miscellaneous Fresh Fruits.

Fresh Vegetables:
Asparagus.

Fresh Vegetables-Continued.
Beans, Lima.
Beans, String.
Beets.
Broccoli.
Cauliflower.
Corn.
Cucumbers.
Egg Plant.
Endive (chjcqry).
Greens (collards, etc.).
Kale.
Lettuce.
Onions, Green.
Onions, Dry.
Parsley.
Parsnips.
Peas.
Peppers, Green.
Potatoes, Irish.
IVotatoes, Sweet.
Radishes.
Spinach.
Squash.
Tomatoes.
Turnips and Rutabagas.
Mushrooms.
Rhubarb.
Other Miscellaneous Fresh Vegetables.

Dairy Products:
Butter (except canned).
Cheese (except processed 'canned).
Ice Cream; ice cream mix in unsealed

containers.
Presh Fluid Milk.
Presh Fluid Cream.

Poultry:
Chicken (except canned).
Turkey (except canned).
Other Poultry (except canned).

Meats:
Beef (except canned and dehydrated).
Pork (except canned and dehydrated).
Lamb and Mutton (except, canned and

dehydrated).
Veal (except canned and dehydrated).
Smoked or Processed Meats (except canned

and dehydrated).
Other Meats (except canned and de-
hydrated).

Lard and Lard Substitutes.
Offals (except canned and dehydrated).

-Fish and Sea Foods:
Fresh or Frozen.
Salted or Smoked (except canned).

Frozen Vegetables.
Frozen Fruits.
Bread and other Bakery Products (except

bidcults, crackers, cracker meal, preakfast
cereals, hard bread and zwieback).

Potato Chips.
Compressed Yeast.
Shell Eggs.
Margarine.

Any other perishable food of a similar na-
ture which may be determined from time
to time by any of the Departments to be of
the same general character as the items spe-
cifically set forth on the above list: Provided,
hwever, That any items so added shall be
reported to the Secretary o-the War Con-
tracts Price Adjustment Board.

[RR 843)

IF. R. Doc. 44--8121; Filed, June 6, 1944;
9:22 a. in.]

TITLE 34--NAVY

Chapter I-Department of the Navy

- RENEGOTIATION REGULATIONS

CRoss REFERENCE: For Renegotiation
Regulations issued by the War Contracts
Price Adjustment Board, see Title 82,
Chapter XIV supra.

TITLE 41-PUBLIC CONTRACTS

Chapter I-Procurement Division, De-
partment of the Treasury

RENEGOTIATION REGULATIONS
CROSS REFERENCE: For Renegotiation

Regulations issued by the War Contracts
Jrice Adjustment Board, see Title 32,
Chapter XIV supra.

TITLE 43--PUBLIC LANDS: INTERIOR

Chapter I-General Land Office
[Public Land Order 231]

COLORADO

REVOCATION or PUBLIC LAND W1TIIDRAWAL
Revoking Public Land Order No, 80 of

February 3, 1943, withdrawing public
lands for use in connection with the
prosecution of the war. Colorado.

By virtue of the authority vested In
the President, and pursuant to Executive
Order No. 9337 of April 24, 1943, It is
ordered as follows:

Public Land Order No. 86 of February
3, 1943, withdrawing certain public lands
in the Montezuma and San Juan Na-
tional Forests and lands withdrawn for
reclamation purposes In the State of
Colorado, from sale, location, selection
and entry under the public land laws of
the United States, Including the mining
laws, and from leasing under the mineral
leasing laws, and reserving the minerals
in such lands under the Jurisdiction of
the Secretary of the Interior for use In
connection with the prosecution of the
war Is hereby revoked.

This order shall not otherwise become
effective to change the status of the lands
until 10:00 o'clock a. m. of the sixty-third
day from the date on which It is signed,
whereupon the lands shall, subject to
valid existing rights, become subject to
such application, petition, location, or
selection as may be authorized by the
public land laws In accordance with the
provisions of 43 CFR 295.8 (Circ. 324,
May 22, 1914, 43 L.D. 2Q4) and 43 CFR,
Part 296, to the extent that these regu-
lations are applicable.

ABE FORTAS,
Acting Secretary o1 the Interior

MAY 24, 1944.

[F. R. Doc. 44-8123; Filed, June ,0, 1044;
9:65 a. In.]

[Public Land Order 232]

WYOMIING
WITHDRkAWAL OF PUBLIC LANDS F'OR USE IN

PROSECUTION OF VAR

By virtue of the authority vested In the
President, and pursuant to Executive
Order No. 9337 of April 24, 1943, It is
ordered as follows:

Subject to valid existing rights, the
following described public lands aro
hereby withdrawn from all forms of
appropriation under the public land lawn,
including the mining and mineral leasing
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laws, and reserved under the 3urisdiction
of the Secretary of the Interior for use in
connection with the prosecution of the
war:

SmI PRnCIPAL MERI=

T. 16 N., R. 72 W.,
Sec. 4.
The area described contains 769.92 acres.

ABE FORTAs,
Acting Secretary of the Interior

MAY 29, 1944.

IF. R. Doc. 44-8124; Filed, June 6, 1944;
9:55 a. in.]

TITLE 46-SHIPPING

Chapter I-United States Maritime
Commission

.Chapter III-War Shipping Admins-
tration

RENEGOTIATION REGULATIONS

CRoss REEREmNsCE: For Renegotiation
Regulations issued by the War Contracts
Price -Adjustment Board, see Title 32,
Chapter XIV supra.

Chapter III-War Shipping Adminis-
tration

[G. 0. 24, Supp. 5]
PART 310-MaERCnAiT MARInE TRAINING

APPOINTDIENT AND TRAINING OF CADETS IN
U. S. IEERCHANT MARIN CADET CORPS

War Shipping Administration emer-
gency regulations governing the appoint-
ment and training of cadets in the United
States Merchant Marine Cadet Corps.

Effective May 1, 1944, General Order 24
is amended as follows:

1. Section 310.47 General require-
ments, as amended (Supp. 2), is amended
by striking out paragraphs (b) (c) and
(d) and inserting in lieu thereof the
following:

(b) A candidate must be not less than
seventeen years of age nor more than
twenty-three years of age on the date
the application is approved.

(c) A candidate may be admitted to
a basic school or the Academy for pre-
lininary training at an age of not less
than seventeen years and after satis-
factory completion of such training may
be assigned to a merchant vessel or a
training ship for sea training. In event
a candidate fails to report to a basic
school or the Academy and execute oath
as cadet-nudshiuman within six months
of date of approval of application his
name shall be removed from the eligible
list.

(d) No waivers for under age or over
age shall be granted.

2. Section 310.56 Course of training is
amended by revoking paragraph (f) (3)
and by striking out paragraph (a) and
inserting in lieu thereof the following:

(a) For the duration of the emergency
the courses for cadet-midshipmen shall
be, in general, four months at Basic
Schools or the Academy for preliminary
training followed by not less than six

months aboard merchant or training ves.
sels and nine or twelve months, as de-
termined by the Supervisor with the
approval of the Assistant Deputy Ad-
ministrator for Training, at the Academy
for advanced study.
(E.O. 9054, 7 P.R. 837; E.O. 9198, 7 P.R.
5383)

[SEAL] E. S. LAND,
Administrator.

JUNE 5, 1944.

IF. R. Doc. 44-8125: Piled. June 0, 1944;
10:39 a. m.]

Notices

DEPARTMENT OF THE TREASURY.
Bureau of Customs.

IT. D. 510691

SILVER AND BLACK Fox QUOTA
DETEmNATiOz; oP niPoar QUOTA

Declaration of the Secretary of the
Treasury determining the import quota
of silver or black foxes, furs and s'dns
for the period May 1 to November 30.
1944, inclusive.

MAy 15, 1944.
Acting pursuant to paragraph (5) of

article II of the new supplementary
trade agreement with Canada signed on
December 13, 1940 (T. D. 50295) I have
determined and hereby declare and make
public that the number of silver or black
foxes valued at less than $250 each and
whole silver or black fox furs and skins
(with or without paws, tails, or heads)
which may be entered, or withdrawn
from warehouse, for consumption with-
out reference to the country of exporta-
tion during the period May 1 to Novem-
ber 30, 1944, inclusive, is 59,174.

[SEAL] HERBERT E. GASToN,
Acting -Secretary o1 the Treasury.

[F. R. Doc. 44-8120; Filed, Juno 5. 1944:
4:20 p. in.]

DEPARTMENT OF THE INTERIOR.

General Land Office.

[ANS Withdrawal 135, Revocation]
OREGON

AIR NAVIGATION SITE WITHrDRAWAL

The order of the Secretary of the In-
terior of February 26, 1940, withdrawing
the followlng-described land in Oregon
for the use of the Civil Aeronautics Au-
thority in the maintenance of air-navi-
gation facilities, and modifying the first
f9rm reclamation withdrawal of August
16, 1906, for the Umatilla Reclamation
Project, is hereby revoked:

W. X&Z - LC3 A nI
T. 3 N., R. 24 E..

Sec. 26, llEJ7E! SEP..
The area described contains 10 acrea.

OsCAR L. O PZSI,
Assistant Secretarj of the Interior.

MAY 29, 1944.

[P. B. Doc. -8122; FaqJ, June 0, 1944;
0:65 a. m.]

DEPARD.MENT OF AGRICULTURE.
Farm Security Administration.

PmrNSyLVANIA AND ALAEam,

DESIGNATION? Or LOCALITIES FR LOANS

Designation of localities in counties in
which loans, pursuant to Title I of the
Bankhead-Jones Farm Tenant Act, may
be made.

In accordance with the rules and re.u-
lations promulgated by the Secretary of
Agriculture on July 1, 1941, as extended
by the War Food Administrator's dele-
gatlon of authority issued November 3,
1943, loans made in the counties men-
tioned herein, under Title I of the Bank-
head-Jones Farm Tenant Act, may be
made within the localities herein ae-
scribed and designated. The value of
the average farm unit of thirty acres
and more in each of these localities has
been determined in accordance with the
provisions of the said rules and regula-
tions. A description of the localities and
the determination of value for each
follow-

REGION I
P=MSYLVAN

County, Blair

Locality I-Consisting of the town-
chips of Catharine, Fran-town,
Huston, North Wocdbury, Taylor,
Tyrone, and Woodbury; boroughs of
Hollldaysburg, Matlnsbu.,. Roar-
ing Spring, and Wlllamsbur.._. $6, 03

Locality II-Consisting of the town-
chilpa of Allegheny. Antis. Blair.
Freedom. Greenfleld. Junlata, Lo-
gan. and Snyder; boroughs of Dun-
an ille, and Tyrone; city of

JiiLgJ.W - - - - - - 0, e31
County, Huntingdon

Locality I-Consisting of the town-
ship3 of Barree, Brady, Franklin,
Henderson, Jackson. Lincoln, Lo-
gan, Miller, M orris, Oneida, Penn,
Porter, Shirley, Smithfield, Spruce
Creek, Walker, Warriorsnark, and
West; boroughs of 'Marklesburg,
and Shlrlcysburg. ..... 5.O89

Lccality l--Consisting of the town-
chip3 of Carbon, Cai, Clay, Croam-
well. Dublin. Hopewell, Juniata.
Springfield. Tell, Tad. Union, and
Wood; boroughs of Dudley, Cass-
ville, rapleton, Saltillo. and Three
Springs; city of Broad Top-.... 2,355

County, Miff in

Locality I-Consistlng of the town-
Ships of Armagh, Brown, Decatur,
Derry, Granville, Lfenno, Oliver. and
Unon- - 6, C82

Locality fr-Conssting of the town-
chips of Bratton and Wayne-.... 2, 9

RoO V

County, Butler

Locality I-ConsLstlng of the precincts
of Dalsy, Dead Fall, Manningham,
Monterey. and Springhl --... 1,713

Locality I-Conslting of the pre-_
clncti of Butler Springs, Dock, For-
Ent Home, Garland, Greenville, Mc-
Eenzle, Mldvay, Oakey Streak, Pig-
con Creek. and Sell ...... 2,237

Locallty 3II-Conslsting of the pre-
clnct3 of Bolling. Georglsna, Mount
Olive, Rocky Creek. and Starllngton. 1,43S5
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The purchase price limits previously
established for the counties above-men-
tioned are hereby cancelled.

Approved: June 5, 1944.
FRANK HANCO

Admmistrator.

[F. R. Doc. 44-8128; Filed, June 6, 1944;
11:1 a. m.]

CIVIL AERONAUTICS BOARD.
[Docket Nos. 303, 460, 427, 429, 591, 1119,

988, 1080, 1052]

TRANSCONTINENTAL & WESTERN AIR, INC.,
ET AL.

NOTICE OF ORAL ARGULIENT

In the. matter of the applications of
Transcontinental & Western Air, Inc.,
Chicago and Southern Air Lines, Inc.,
Eastern Air Lines, Inc., American Air-
lines, Inc., Mid-Continent Airlines, Inc.,
and United Air Lines, Inc., for certificates
and amendments of existing certificates,
of public convenience and necessity,
under section 401 of the Civil Aeronau-
tics Act of 1938, as amended, Detroit-St.
Louis-Memphis Service.

Notice is hereby given pursuant to the
Civil Aeronautics Act of 1938, as
amended, particularly sections 401 and
1001 of the Act, in the above-entitled
proceeding, that oral argument is as-
signed for June 19, 1944, at 10:00 a. m.
(eastern war time) in Room 5042, Com-
merce Building, 14th Street and Consti-
tution Avenue, N. W., Washington, D. C.

Dated: Washington, D. C., June 5, 1944.
By the Civil Aeronautics Board.
[SEA] FRzD A. ToomBs,

Secretary.
[F. R. Doe. 44-8126; Fliled, June 6, 1944;

id:4 a. .

OFFICE OF DEFENSE TRANSPORTA-
TION.

[Supplementary Order ODT 8, Revised-242]

COMMON CARRIERS
COORDINATED OPERATIONS BETWEEN POINTS

IN KANSAS
Upon consideration of a plan for joint

action filed with the Office of Defense
Transportation by the persons named In
Appendix 1 hereof to facilitate compli-
ance with the requirements and purposes
of General Order ODT 8, Revised, as
amended (7 F.R. 5445, 6689, 7694; 8 P.R.
4660, 14582; 9 PAR. 2793, 3264, 8357) a

copy of which plan Is attached hereto as
Appendix 2,1 and

It appearing that the proposed coordi-
nation of operations Is necessary in order
to assure maximum utilization of the
facilities, services, and equipment, and to
conserve and providently utilize vital
equipment, materials, and supplies, of
the carriers, and to provide for the
prompt and continuous movement of
necessary traffic, the attainment of whict

-purposes is -essential to the successful
prosecution of the war, It is hereby
ordered, That:

1. The plan for joint action above re-
ferred to is hereby approved and the car-
ners are directed to put the plan In
operation forthwith, subject to the fol-
lowing provisions, which shall supersede
any provisions of such plan that are In
conflict therewith.

2. Each of the carriers forthwith shall
file a copy of this order with the appro-
pnate regulatory body or bodies having
jurisdiction over any operations affected
by this order, and likewise shall file, and
publish in accordance with law, and con-
tinue in effect until further order, tariffs
or supplements to filed tariffs, setting
forth any changes in rates, charges, op-
erations, rules, regulations, and practices
of the carrier which may be necessary
to accord with the provisions of, this
order and of such plan; and forthwith
shall apply to, such regulatory body or
bodies for special permission for such
tariffs or supplements to become effective
on the shortest .notice lawfully permis-
sible, but not prior to the effective date
of this order.

3. Whenever transportation service Is
performed by one carrier in lieu of serv-
ice by another carrier, by reason of a
diversion, exchange, -pooling, or similar
act made or performed pursuant to the
plan for joint action hereby approved,
the rates, charges, rules, and regulations
governing such service shbaol be those
that would have applied except for such
diversion, exchange, pooling, or other

-act.
'4. The provisions of this order shall not

be so construed or applied as to require
any carrier subject hereto to perform any
service beyond Its transportation ca-
pacity, or to authorize or require any act
or omission which is in violation of any
law or regulation, or to permit any car-
rier to alter its legal liability to any ship-
per. In the event that compliance with
any term of this order, or effectuation of
any provision of such plan, would con-
flict with, or would not be authorized un-
der, the existing interstate or intrastate
operating authority of any carrier subject
hereto, such carrier forthwith shall ap-
ply to the appropriate regulatory body or

1 trled as part of the original document.

bodies for the granting of such operat-
Ing authority as may be requisite to com-
pliance with the terms of this order, and
shall prosecute such application with all
possible diligence. The coordination of
operations directed by this order shall
be subject to the carriers' possessing or
obtaining the requisite operating author-
ity.

5. All records of the carriers pertaining
to any transportation performed pursu-
ant to this order and to the provisions of
such plan shall be kept available for ex-
amination and inspection at all reason-
able times by accredited representatives
of the Office of Defense Transportation,

6. Withdrawal of a carrier from par-
ticipation In the plan for joint action
hereby approved shall not be made with-
out prior approval of the Office of Defense
Transportation.

7. The provisions of this order shall be
binding upon any successor In Interest
to any carrier named In this order. Upon
a transfer of any operation Involved In
this order, the successor In interest and
the other carriers named in this order
forthwith shall notify, in writing, the
Office of Defense Transportation of the
transfer and, unless and until otherwise
ordered, the successor in Interest shall
perform the functions of his predecessor
In accordance with the provisions of this
order.

8. The plan for joint action hereby
approved and all contractual arrange-
ments made by the-carriers to effectuato
the plan shall not continue In operation
beyond the effective period of this order.

9. Communications concerning this
order should refer to It by the supple-
mentary order number which appears In
the caption hereof, and, unless otherwise
directed, should be addressed tQthe High-
way Transport Department, Office of De-
fense Transportation, Washington 25,
D.C.

This order shall become effective June
10, 1944, and shall remain In full force
and effect until the termination of the
present war shall have been duly pro-
claimed, or until such earlier time as
the Office of Defense Transportation by
further order may designate,

Issued at Washington, D. C., this Oth
day.of June 1944.

J. M. JoinsoN,
Director

Office o1 Defense 'Transportation,
AppEND 1

Watson Bros. Transportation Co., Inc.,
Omaha, Nebr.

E. J. Dlffiey, doing business as r. ,J. Dlley
Truck Line, Topeka, Rans.

The Santa Fo Trail Transportation Com-
pany, Wichita, Kans.

Ash Truck Lines, Inc., Holton, Kans.
[F. R. Dce. 44-8140; Filed, June 6, 194-M

11:44 a m.]
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