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Regulations.

TITLE 7—AGRICULTURE

Chapter ViII—War Food Administration
(Sugar Regulations)

PART 802—SUCAR DETERMINATIONS
1944 WAGE RATES FOR FLORIDA SUGARCANE

Determination of fair and reasonable

wage rates for persons employed In the
preduction and cultivation of sugarcane
in Florida during the calendar year 1944.

Pursuant to section 301 (b) of the

Bugar Act of 1937, as amengded, and EX- .

ecutive Order No. 8322, issued March 28,
1943, as amended by Executive Order
No. 9334, Issued April 19, 1943, the fol-
lowing determination is hereby {isaued:

§ 802.24p Fair and reasonable wage
rates for persons employed in the pro-
duction and cultivation of sugarcane in
Florida during the calendar ycar 1944.
The requirements of section 301 (b) of
the Bugar Act of 1837, 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, i 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 re'd wages in cash therefor at
the rates as ecd upon between the pro-
ducer and the laborer, but not less than
the following:

(a) On «a time basis.

Cents
per hour
All work except as otherwise specified:

Adult Males

Adult Females..
Tractor GriVerS. o vemn e e e rnam

Children between 4 swd 10 years
{Maximum employmenl per day Is
8 NOUTB) . emcmcemcmcm e cmmmmm e s 26.0

(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 pald at the same piece rate
as other laborers.

(c) General 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,
pasturege 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 USC. 1131;
E.O. 9322, 9334, 8 F.R. 3807, 5423)

Done at Washington, D. C., this 6th'da
of June 1944. o
ASHLEY SELLERS,
Assistant War Food Administrator.

[P. R. Doc. 44-8120; Filed, June 6, 1944;
11:15 8. m.}

Chapler XI—War Food Administration
(Distribution Office)

[WFO 13, Amdt. 2]
PART 1401—Da1Ry PRODUCTS
CREAM

War Food Order No. 13, as amended,
9 F.R. 4318 (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. 11815, is further amended to
read as follows:

§ 1401.13 Restrictions with respecl to
cream~(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

{Oontinued on next page)
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therewith of sweet milk or sweet skim
milk, irrespective of whether it is pas-
teurized or homogenized, and which con-
tains not Jess than 18 percent of milk
fat. Such term shall; for the purposes
of this order, include, but not be re-
stricted to, b light cream, coffee cream,
tuble cream, whipping cream, heavy
cream, plastic cream, sour cream, acrated
cream, and any other cream by whatever
name Kknown; and (1) reconstituted
cream made from butter and one or more
ot the following ingredients: milk, skim
milk, evaporated milk, condensed milk,
cream, dried whole milk, dried skim milk,
dried cream, or waler,

t5) “Cream product” means cream lo
which there has been added. or which
has heen blended or compounded with, a
culture, stabilizer, or like agent or in-
gredient; or with sugar, sait, condiments,
spices, flavoring, or similar ingredients;
whether or not the resultant product Is
pasteurized, homogenized. or sterilized.

6+ "Fllled cream” means any milk,
cream, or skim milk, whether or not con-
densed, cvaporated, concentrated, pow-
dered, dried, or desiceated, to which there
has been added, or with which there has
been blended or compounded, any fat or
oil other than milk fat, so that the result-
ing product is an imitation of cream or
in semblance thereof, whether or not
such resulling product contains any
other ingredient.

t7r "Milk fat.” sometimes known as
“bulterfat,” means the fat of milk: the
proportionate content of such milk fat
in milk or cream (o be determined by the
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.”

8y “Director” means the Direclor of
Distribution, War Pood Administration.

1§) "State” means any of the forty-
cight States of the United States, the Dis-
trict of Columbia. or any Territory or
Possession of the United States,

‘b) Restriclions. (1) 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: Prouided.
That any person may sell or deliver
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cream having a milk fat content not
exceeding by more than 1 percent the
minimum milk fal content required by
State law or administrative regulation
in effect on November 25, 1942, in the
State where such delivery is made.

2y No person shadl sell or deliver, ex-
cept to & handler, any cream or crean
product which has heen fortified with, or
to which there has been added, or with
which there has been blended or com-
pounded, evaporated milk, condensed
milk, dried whele milk, or dried skim
milk.

3) No person shall, after July 31, 1944,
sell or detiver Siled crecam having o total
content. of all oil and fal, including
milk fat, in excoss of 19 percent, but this
shall not be construed to permit the
manufacture, sale, or delivery of filled
cream in vielation of the Filled Milk Act
121 U. S. C.. 1940 ed.. 61-64).

+4) Notwithstanding the provisions of
th: (1» and h) (23 hereof, any person
may scll or deliver Lo 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) ¢1) hercof or any cream or cream
product of the type described in (b)) (2)
hereof, il the purchaser certifies in writ-
ing to the seller that such cream or
cream product is Lo be used in the manu-
facture of frozen dairy foods in accord-
ance with the provisions of War Food
Order No, 8, issucd by the War Food
Administrator.

t5) No restaurant, botel, or other
public eating place shall use any cream
or cream ptoduct having & milk fat con-
tent in excess of 19 percent, cxcept 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 lor all purpeses
cream having a milk fat content not ex-
ceeding by more thun 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,

(¢) Exemplions. «¢1v Notwithstand-
ing the provisions of (b) herenf, 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 the
patient’s physician or, in the case of an
establishment engaged in the care and
treatment of the sick, from a responsible
official thereof who is a practicing phy-
sician, and such written statement shall
be valid for & period of not to exceed
sixly days from the date of issuance and
shall specify (iv the milk fat content of
cream required for such use, (i) the
daily quantily of such cream, and riii)
with regard to the necessity of such
cream for supervised medical treatment:
Provided further., That such writien
statement shall not be valid for obtain-
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ing such cream afler July 31, 1844, un-
less approved by the public health of-
ficer, or the secrelary of the county med-
feal soclety, of the municipality or
county wherein such patient resides or
such establishment is located.

2y Upon application by one or more
persons in any marketing arca and after
demonstration to the satisfaction of the
Direclor that compliance with the pro-
visions of () (1Y hereof will not tend
to conserve milk fat for war and cssen-
tial civilian needs, the Direclor may
grant an exemption from the provisfons
of th) (1Y hercof to any or all persons
fn such area.

d) Audils and inspecltions. The Di-
rector shall be entitled to make such
audit or Inspection of the books, records
and other writings, premises or stocks of
cream, cream products, or filled cream of
any person, and to make such investiga-
tlons, ns may be necessary or appropri-
ate, In the Director’s discretion, to the
enforcement or administration of the
provislons of this order.

(e) Records and reports. (1) The Di-
rector shall be entitled to obtaln such
fnformation from, and require such re-
ports and the keeping of such records by,
Al person, as may be necessary or ape
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.

(f" Petition for rclief from hardship.
Any person afTected by this order, who
conslders that compifance herewith
would work an exceptional and unrea-
sonable hardship on him, may file a peti-
tion for rellef with the Regional Dircctor
of Distribution, War Food Administra-
tion, serving the ares (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, obiain a re-
view of such action by the Director. The
Dircector may, after said review, take
such action as he deems appropriate, and
such action shall be final. The provi-
sions of this paragraph (f) shall not be
construed to deprive the Director of au-
thorily to consider originally any peti-
tion for relief from hardship submitted
in accordance herewith. The Director
may consider any such petition and take
sich actinn with reference thereto as he
dcems appropriate, and such action shall
be final.

tg) Violations. Any person who vio-
Iates any provision of this order may,
in arcordance with the appliceble proce-

dure, be prohibued from recelving, mak-
ing any deliveries of, or using cream,

© eream products, and filled cream, or any

other materin} subject to priority or al-
location control by any governmental
agency. Inaddition, any person who wil-
fully violates any provision of this order
is gullty of a crime and may be prose-
cuted under any and all applicable laws,
Further, civil action may be instituted to
enforce any Hability or duty created by,
or to enjoin any violation of, any provi-
sion of this order.

(hY Delegation of 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
delerated to the Director. The Director
is authorized to rodelegale lo any em-
ployce of the United States Department
of Agriculture any or all of the authority
vested in him by this order.

(1) Communicalions. All reports re-
yulred to be flled hereunder and all
communications concerning this order
shall be addressed to the Reglonal Di-
rector of Distribution, War Food Admin-
istration, serving the area (8 F.R. 15764)
in which the person affecled by the order
resides or does business.

(§) Territorial extent, This order
shall apply to the forty-eight Statles
of the United States, Lthe District of Co-
lumbia, and the Territorles and Pos-
sessions of the United States.

(k) Efective date, This order shall
become effective at 12: 01 a. m,, e, w. L.,
June 7, 1944. With respect to any viola-
tion of War Food Order No. 13, as
amended, or rights .accrued, labllitles
incurred, or appeals taken under said
order, as amended, prior to the effec-
tive date hercof, 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 procecding with
respect to any such violation, right, lla-
bility, or appeal.

Note: All record-keeping requirements of

" this order have been approved by, and sub-

sequent reporting and record-keeping re-
quirements will be subject to the approval
of, Bureau of the Budget In accordance with
the Federal Reports Act of 1042,

(E.O. 9280, 7 F.R. 10179; E.O. 8322, 8
F.R. 3807. E.O. 9334, 8 F.R. 5423; EO.
9392, 8 F.R. 14783),

Issued this 2d day of June 1944,

ASHLEY SELLERS, ~
Assislant War Food Administrator.

|F. R. Doc. 44-8051; Filed, June 3, 1944;
4:12 p. m.]

[WFO 87, Term!nation]
PART 1414—POULTIRY

HEN TURKEYS AND PROCESSED TURKEYS

War Food Order No. 57 (9 F.R. 4375)
is licreby terminated,
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Thls order shall become ef!ccuve at
12:01 a. m,, e. w. t., June 3, 1944, With
respect to vlolations, rights necrued, lia-
bilities incurred, 'or apperls taken under
War Food Order No. 97, prior to the
effective time hereof, all provisions of
such order in effcct prior to the effective
time hercof shall be deemed Lo continue
in full force and effect for the purpose

“of sustaining any proper action, suit, or

olher proceeding with respect to any
such violations, right, Hability, or appeal.

(E.0. 9280, 7 F.R. 10179: E.O. 9322, 8

F.R. 3807; E.O. 9334, 8 F.R. 5423 E.O.
9392, 8 F.R. 14783)
Issued this 3d day of June 1944.
ASHLEY SELLERS,
Asgistant War Food Adwinistrator.

|F. R. Doc. 44-8052; Filed, June 3, 1944

4:12 p. m/}

{WFO 67, Amdt. 3]
PART 1460—FaTs AND OILS
INEDIBLE TALLOW OR GREASE

War Food Order 67, as amended (8
F.R. 15810; 8 F.R: 2255, 4319), § 1460. 27
ts amended as follows:

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

(b) Certification of orders jor inedible
tallow or grease which is not to be used
for the production of soup. 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 Administration and to ... ...
{producer or dealer)

that this certificate constitutes n part of an
order by him to sald producer or dealer for
.............. pounds of incdible tallow or
grease, 'to be delivered on or sbout ... .. .

and that all of the inedible tallow or greass
which may be received by the undersigned
purauant to such order will be used by him
in the manufacture of n produci other than
soap. and that such acceptance of delivery
by him during any perlod when inventory
restrictions are In effect will not cause his
inventory of Inedible tallow or grease to ex-
ceed the amount permitted under the terms
of War Food Order G7, as zinended.
{Purchaser)
BY cveiccerrnceeenanan
tAuthorizesd Official)

(Date)

No person v'ho receivas incdgible tallow
or grense o8 o result of such a coviified
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order shall use any of the Inedible (al-
low or grease 50 received in the produc-
tion of soap.

2. By ueleting the provisions of para-
graph (¢) thereof,

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

tdy Restrictions on delivery tn order
to.give certified orders preference. No
producer or dealer shall deliver inedible
tallow or gresse during any month (o
ony manbufacturer, except pursuant o »
apecific authorization by the Director or
an order certificd in accordance with the
provisigns of parsgraph (b hereof, un-
lesg and until he has, hefore the end of
such monlh, dellvered, nflered 1o deliver,
or made provision to deliver all Inedible
iallow or grease for which, in the period
of twenty days immediately prior to the
tenth day of such month, he has received
orders cert:ied 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-
filed orders In the aggregste, in any
month, more incdible tallow or gremse
than 30% of the total amount of in-
cdible tallow or grense delivered by him
in such month, and no producer shall
be required in any month to deliver, of -
fer to deliver, or make provisicn to de-
liver on such certified orders from any
one plant opersied 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 grense other than o commercial quan-
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 amendmegt shall become effec-
tivent 12:01 2. m., e w. ., July 1, 1944,
However, certificd orders may be deliv-
ered pursuant Lo paragraph (b)) hereol
alter June 20, 1944, and such orders shall
be deemed valid for the purposes of this
amendment.,  With respeet to violations
of sald War Food Order 67, as amended,
or rights accrued, or Habilities incurred
thereunder, prior to July 1, 1944, said
War Food Order 67, as heretofore amend-
ed, shall be deemed to be in ful) force and
effect for the purpose of sustaining any
proper suit, nction, or other proceeding
with respeet to any sach vielation, right,
or liabilily.

(E.0.9280. 7 F.R. 1017%; E.O. 9322, 8 F R,
3807; E.O. 9334, 8 F.R, 5423; E.O. 9392,
8 F.R. 14783/
Iscued this Jd day of June 1944,
ASHLEY SELLERS,
Assistant War Food Administrator,

{F KR e, 448033 Filed, June §, 1844
482 pom}

TITLE 10—ARMY: WAR DEPARTMENT

Chapter VUI--I'rocurement and Disposal
of Equipment and Scpplles

RENEGOTIATION REGULATIONS

Cnoss RerFErencE: For Rencpotiation
Roegulations issued by the War Contracts
Price Adjustment Board, sce Title 32,
Chapler XIV, infra.

TITLE B3—RBUSINENS CREDIT

Chupter I~NReconstruction Finanee
Corporation

RENEGOTIATION REGULATIONS

Cross REerFErgnce: For Runceotintion
Regulations issued by the War Conlracts
Price Adjustment Board, sce Title 32,
Chapter X1V, infra,

TITLE 8—CLUSTOMR DUTIES
Chapter l—Hurean of Cuntoms
IT. D, 51068}

PART 24—CUSTOMS FINANCIAL AND
ACCOUNTING PROCEDURE

REFUNDS OF INTERMAL-REVENUE TAXES

Sectlon 2436 (b), Customs Regula-
tions of 1943 (19 CFR Cum. Supp.', i8
hereby amended by inserting the words
"of Internal-revenue tax” before the
comma following the word "refund” in
the first sentence. (R. 8, 161, 251, sec,
624,46 8aL.759: 6 U. 8. C. 22,190, 5. C.
66, 1624) .

W. R. JOHNSON,
Commissioner of Customs.
Approved: June 3, 1944,
D. W, BeLL,
Acling Secrelary
of the Treasury.

[F. R. Doc. 44-9118; Filed, June B,
4:2) p. m.|

1644;

TITLE 32—-NATIONAL DEFENSE
Chapter IN—War Production Board
Hubrhapter H~Farentive Viee-Uhnirman

ACTHORITY . Regulations In this subchapter
tasued under sec. 2 (wl, 5% Bial. 678, us
amended by 58 Biai, 2368 and 86 Htat. 176
EC. 6024, T F.R. 320; EO. 9125, 7 P.R. 2119;
W.EPB. Reg. ! as amended March 24, 1043,
B F.R. 3666, 3606; Pr1. Reg. 1 ns amended May
15, 1943, 8 F.R. 6727.

PaRT 1010—SUSPENSION URDERS
[Suspension Order 8-500, Amdt, 1]
LOWELL SHOE CO., INC.

Lowell Shoe Company, Inc., 341 Mid-
dlesex Street, Lowell, Massachusetts, hag
appealed from the suspension orde; ‘pon
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the ground that It wounld pul the re-
spondent permanently out of business,
The Chief Compliance Commissioner has
reviewed the case, and has concluded
that the business of the respondent will
be permancntly affected unless the sus-
pension order is modificd. He, there-
fore, on June 3, 1944, dirceted that the
suspension order by, and hereby s,
amended by substituting in paragraph
(r) "fifty thousand ¢50.000) poirs” for
“thirty-five thousand 135.0005 pairs”,

In view of the foregoing:

It is hereby ordercd, That § 1010.500,
Suspension COrder No. 8-500, fssucd
March 10, 1944, and effeclive March 17,
1944, be, and hereby fs, amended by the
substitution of the following parngraph
(a' for the prescnt paragraph (a):

ta} Lowell Shoe Company, Inc. s
successors or assigns, shall not complete
the manufacture of more than fifty thou-
sand (50000 palrs of clvillan footwear
during the effective period of this order.
Such foolwesr shall be limiled to Lowell
Shoe Company's existing price Hnes, but
may be divided among such lines as the
company may delermine under para-
graph () «v) of Conservation Order
M-217 as amended January 12, 1944,

Issued this 3d day of June 1044,

War PRODUCTION BOARD,
By J. Josepx WHELAN,
Recording Secretary.

[F. R, Doc. 44-8054; Filled, June 3, 1044
4:17 p. m.|

ParT 1010—BUsPENSION ORDERS
[Suspension Order B-527, Reinstatement]

BLOOMPIELD MANUFACTURING CO.

The Bloomfield Manufacturing Com-
pany, of 3333 South Wells Street, Chi-
cago, lllinois, whizh is a corporation en-
gaged in the production of various war
materials and metal kitchen equipment
was suspended on May 2. 1944, by Bus-
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 hecn
considered by the Chief Complinnce
Commissioner, who has dismissed the sp-~
peal and directed Lhat the stay be ter-
minated and the suspension order rein-
stated.

In view of the foregoing:

It is hereby ordered, That: § 1010.527,
Suspension Order No. 8-527 issucd April
25, 1944, and offective May 2, 1944, be
and hercby is reinstated; the stay of
cxecution 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:

(@) 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 (¢) and (d) respectively (d) and
(e)

(¢) The Bloomfield Manufacturing
Company,~Chicago, Tlinols, 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, Illinos, to
cut, shape, form, put 1n process, process
or manufacture any metal as set forth in
the lists attached to Priorities Regulation
13, to make any metal kitchen equipment
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 PropucTIoN BOoARD,
By J. JoserH WHELAN,
Recording Secretary.

[F. R. Doe. 44-8055; Filed, June 3, 1844;
4:17 p. m.}

ParT 3291—CoNsURERS DURABLE (G00DS

[General Limitation Order 165, as Amended
June 3, 1944}

ELECTRICAL APPLIANCES

§ 3201.311 General Limitation Qrder
L-65—(a) Definitions. For the purposes
of this order:

¢1) “Electrical appliances” means
only those appliances listed on Schedule
A of this order which 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) “Hesating unit” means any electric
heating unit designed primarily for use
mm an electrical appliance or in a do-
mestic type electric range.

(3) “Electrical resistance matenal”
means material 1n the form of ribbon or
wire to Be incorporated in heating units,
in which either 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-
turing 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) “Distribulor” means any person
engaged 1n the business of transferring
heating units, electrical appliances or
parts for such appliances to his retall
outlets or to other dealers.

(6) “Dealer” means any person en-
gaged in the husiness of transferring or
repalring 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, dlis-
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) “Repair 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-
tntg current, but shall not include cord
sets.

(b) General restrictions on produc-
tion. (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 fulfillment of preferred orders:
Coffee makers, flat irons, air heaters,
water heaters, and commercial or heavy
duty equipment of the following types:
brollers, foocd choppers, food mixers, food
grinders, food servers, food slicers, {ry
kettles, griddles, hotplates, julcers, ovens,
ranges, toasters, urns and vegetable
peelers.

(1) During the pericd beginning June
17, 1943, and ending September 30, 1943,
inclusive, and during each three months
period thereafter, 3 manufacturer may
produce for other than preferred orders
as specified in paragraph (b) (1) )
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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 electrzcal ap-
pliance (or parts therefor) produced by
him during 1940: Commercial or heavy
duty equipment of the following ftypes:
broilers, food choppers, food mixzers, food
grinders, food servers, food slicers, fry
kettles, griddles, hotplates, juicers, ovens,
ranges, toasters, urns and vegetablepeel-
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 preduction 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 fulfiliment of pre-
ferred orders) specified in parasraph
(b) (1) of this order, except for such

um amounts as are necsssary for
the conduction of electric current or

°e§5§gtfal to the proper functioning of

(¢) Restrictions on transfer of new
electrical applionces. On and affer
June 17, 1943, no manufacturer shall
transfer the physical possession of or
title to any new elecirical appliance
meanufactured after thaf date, except

(1) In fulfillment of preferred orders.

(2) Pursuant to specific authonzation
of the War Production Board on Form
TZPB-1319 pursuant to an application
filed on sald 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, Washingfon 25,
D. C,, Ref: 165, 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
any part thereof:

Type of equipment

Alr heaters N

Commercinl permanent wave equipment and
commercial hair drlers.

-

Flat irons

Commercial or heavy duty equipment of tho
following types: brollérs, food choppers,
food mixers, food grinders, food cervers,
food elicers, fry kettles, griddles, hotplntes,
Julcers, ovens, ranges, toasters, urns snd
vegetable peclers, N

Heating units for domestic electric rangeie..

Hotplates 2nd AISC SOTEIamaeneeammanamme -

Roasters ...,

Water heaters

Repalr or replacement parts for which copper

or copper base alloys are permitfed

Current-carrying parts.

Current-canrying parts, ofhzr than T or
copper base alloy dispozable grids for per-
manent wave equipment.

Cord cats pursuant to paragravh (d) (3) of
this order and current- > parts.

Current-carrying parts and motar bearings
3212;;: the uzz of other material 13 tmprac-

cable.

Current-carrying parts.
G'urrenft:-mrrylng pakts.
Cwrren parts.
Current-c.canmarrym 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 repar
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 1n length; plugs and caps shall be so
constructed that they can be readily dis-
mantled and regssembled for repair pur-
poses. During the period beginning June
17, 1943, and ending December 31, 1943,
and durmg 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 lum 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 preceding 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
o similar used part has been delivered to
him i exchange therefor,-or unless he
has been informed that a similar used
part 1s being held or will be secured by
the dealer or distributor to whom the new
part is bemng 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 maierial. On and
after June 17, 1943, no manufacturer
shall use in the production of heating
units or transfer for any purpose what-
soever, any elgctrxcal 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.. 1.-65.

(1) [Deleted Feb. 19, 19441

(2) [Deleted Feb. 19, 19441°

(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 materals,
semi-processed materials or finished

.parts i quantities m 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 materal 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 ofther order shall govern unless-
otherwise specified therem.

(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 fo
time.

(1) 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.

(i) Appeals. Any appeal from the
provisions of this order should be made
on Form WPB-1477 (formerly PD-500)

(k) Violations. Any person who wil-
fully violates any provision of this order,
orywho, 1n connection with this order,
{wilfully conceals a material fact or fur-
nishes false information to any depart-
ment or agency of the United States 1s
guilty of a crime, and upon conviction
may be punmished by fine or imprison-
ment. Inaddition, any such person may
be prohibited from making or obtaining
further deliveries of, or from processing
or using, material under priority con-
frol and may be deprived of priorities
assistance.

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

Issued this 3d day of June 1944,

‘WAR PRODUCTION BOARD,
By J. JoserpH WHELAN,
Recording Secretary. -«

SCHEDULE A
The following is the list of electrical, ap-

pliances specified in paragraph (a) (1) of
this order:

Air Heaters (except as covered by 1~107 and
1.-158)

Aquarium Heaters

Baking Ovens

Barbecue Machines

Biscult and Muffin Bakers

Blankets

Bottle Warmers

7, 1944

*Bread Slicers (except as covered by 1-83)

Bread Toasters (except as covered by L~182)

Broilers

Casseroles

Chafing Dishes

Choppers, food and meat

Cigar and Cigarette Lighters

Clothes Driers

Coffee. Makers

Coffee Mtlls

Coffee Roasters

Commercial Cooking and Food and Plate
Warming Equipment

Corn Poppers

Curling Irons

*Dishwashing Equipment (domestlo)

Double Bollers

Doughnut Cookers

Dry Shavers

Egg Bollers

Face and Hand Drlers

Fan Type Heaters (except as covered by I~107
and I1-~168)

Faucet Heaters

Flat Irons

Fly Screens and Traps

Fireplaces

Food Choppers and Slicers

Focd Conveyance Equipment

Food Cooking Equipment

Focd 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 Sharpenets and Grinders

Massage Vibrators

*Meat, Fish and Bone Cutters

Neckwear and Trousers Pressers

Ovens (except as covered by 1~182)

Peanut Roasters

Percolators

Permanent Wave Equipment

Popcorn Machinery

Portable Alr Heaters

Pyrographic Penclls

Radiant Heaters

Ranges, Commercial (excopt as covered by
1-182)

Roasters

Roasting Ovens

Sandwich Toasters

Soup Cookers

Steak and Meat Tenderizing Equipment

Steam Tables

#*Steamers

Stock Pots

**Strip Heaters

Table Stoves

Tea Kettles

2¢Unit Heaters

Urns

Vibrators

@*Vane Heaters

Walflle Irons

Water Heaters (except as covored by L~186)_

[F. R. Doc. 44-8056; Filed, June 8, 1044;
4:17 p. m.]

*Only those using a fractional horsepower
motor.
** Except for industrial applications.
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Chapter XI—Office of Price Admimstration
ParT 1340—FUEL
[RMPR 1222 Amdt. 23]

SOLID FUELS SOLD AND DELIVERED BY
DEALERS

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

Revised Maximum Price Regulation
No. 122 15 amended in the following re-
spect:

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

(3) In the case of Pennsylvanma an-

~~thracite, the amount per net ton for the

sizes and for the time specified as fol-
lows:

‘Toand | On and after
includ- | Juno 11, 1044 | 92 and
Size ng toand July 1
June | incuding |45
10,1944 | June 39, 1944
Egg, stove and nut..... 8125 SL10 $0.55
1.20 105 .50
heat. 105 .90 .45
.95 .85 .45
B, .0 .60 .35
Smaller than barley.... .65 &0 .30

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

Issued this 5th day of June 1944.

JAMES G. ROGERS, JT.,,
Acting Admuustraior

[F. R. Doc. 44-8117; Filed, June 5, 1944;
4:28 p. m.]

Part 1351-—Foop anp Foop PRODUCTS
[RMPR 271, Amdt. 16]
POTATOES AND ONIONS

A statement of the considerations in-
volved 1n the issuance of this amendment
has been issued and filed with the Din-
sion of the Federal Register.*

In section 24, Table V 1s amended to
read as follows:

TABLE V—1944 CrorP WaITE FLESH POTATOES

(The following 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, except those actually sold before May
22, 1944, and except those shipped from the
country shipping point, whether sold or un-
sold, before May 18, 1844, The differentials
set forth in sectlon 25 are to be used in de-

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

9 F.R. 2128, 2477, 3966 4438.

8 FR. 15587, 15663; 9 F.R. 2288, 3589,
4027, 4647, 5379.

termining maxzimum priccs for other grades,
special slzes and speelal packs er pockoges,
However, for the month of June, 1944, and
with respect to all states other than Call-
fornin and Arizong, the terms “U. 8. No. 1
grade” and *U. S. Commecrelal grade” wher-
ever they appear in this table or in cectlon 25,
shall mean U, 8. o, 1 grade or U, 8. Com-
merclal grade, as the case may ke, of a mint-
mum diameter of 13% inches, and the provi-
slons of section 25 with respect to U. 6. Size B
shall not be applicable.)

- Maximum
Perled Producingarca pricoper
Ludpsunds
Moy 10-31._.] Florida, arcancrthefeoun- £8.4)
tics of Charlotte, Glades
and Martin, and e2ct of
tho Suvancd River.

June 1-15....] Califs

June 16-00. .

PILIPOLIND
TIBRIBNS

This amendment shall become effective
at 12:01 a. m. June 6, 1944,
Issued this 5th day of June 1944.

Jartes G, ROGERS, Jr.,
Acling Administraior.
Approved June 3, 1944,
Grover B. HLt,
Acting War Food Adminislrator.

[F. R. Doo, 44-8109; Filed, June 5, 1944;
11:49 a. m,])

PART 1407—RaTIONNG OF Foob anp Foop
Probucts

[Rev. RO 132 Amdt. 18 to 2d Rev. Supp. 1]~

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 F'R. 2719; E.O. 9280,
7 FR. 10179; WPB Directive 1, 7T FR.
562; War Food Order No. 56, 8 F.R. 2005,
9 F.R. 4320, and War Food Order No. 53,
8 FR. 2251, 9 F.R. 4320)

Issued this 5th day of June 1944.
Jarures G. Rogens, Jr.,
Acting Administrator.

[F. R. Doc. 44-8118; Filed, Junc 5, 1844:
4:28'p. m.]

19 F.R. 173, 808, 1181, 2091, 2280, 2533, 2830,
2047, 3580, 3707, 4542, 4€05, 4€07, 4883,
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Pant 1499—Co:110DITIES AND SERVICES
[LIPR 163, Amdt. 40]

CERTALIY LUMIEER 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 Rezister.”

Szction 1499.101 (¢) (37) is amendad
to read as follows:

(37) Lumber—drying, milling, process-
ing, and non-pressure treating of, on a
custom basis, except the custom milling
and kiln-drying services coverad in Max-
imum Price Rezulation 539; and inspec-
tion, grading, relnsn@ctzon, certification
and grademarking of, for manufacturers,
distributors, or purchasers.

This amendment shall become effective
June §, 1944,

(56 Stat, 23, 765; Pub. Law 151, T8th
Cong., E.O. 5250, 7 F'R. 7871; EO. 9328,
8 F.R. 4681)

Issued this 5th day of June 1944,
JAMES G. ROGERS, JT.,
Acting Admwnstraior.

{F. R. Dce. 44-8114; Filed, June 5, 1944;
4:27 p. m.]

ParT 1483—CO02I0DITIES AND SERVICES
[LPR 165, Supp. Service Reg. 277 Revocation]

CUSTOLL JULLING AND EILIT DRYING OF
WESTERN SOFIWQODS

For the reasons set forth m the state-
ment of considerations which 1s issued
simultaneously herewith and filed with
the Division of the Federal Reaister,* It
is ordered:

Supplementary Service Regulation
27—Custom Milling and Kiln Drymng of
Western Softwoods (§ 1499.2258) is
hereby revoked, Supplementary Order
No. 40° applying to such revacation.

'f&iz order shall become effective June
5,

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

Issued this 5th day of June 1944.

Jares G. ROgEES, Jr.,
Acting Admmasirator.

{F. R. Dg2. 44-8116; Filed, June 5, 19443
4:27 p. m.]

17 PR. €423, €385, 8233, 8431, 8738, 8943,
€348, 9167, 6342, 8343, §1835, 8371, 9572, 10430,
10819, 10718, 11010; 8 P.R. 1050, 3324, 4732,
56831, 6705, 5933, €364, 8595, £873, 10571, 10329,
11754, 12023, 12710, 13302, 13472, 14330; 9 F.R.
1619, 3335, 3533, 4747, 5174.

39 FR. 4227.

8 FR. 4325.
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ParT 1499—CONMODITIES AND SERVICES
[MPR 539]

CUSTOM MILLING AND KILN 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 1ssuance of this regulation, 1ssued
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 and kiln drying of Western
softwood lumber TUnder the authority
vested 1 the Price Admnistrator 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 g
part hereof, is hereby issued:

AUTHORITY: § 1499.2260 jissued under 56
Stat. 23, 765; Pub,, Law 151, 78th Cong.;
E.O. 9250, 7 F.R. 7871; E.O. 9328, 8 F.R. 4681.

MaximuM  PrICE ReguraTion 539—CusToM
MmnING AND KN DRYING OF WESTERN
SOFIWOO0DS

CONTENTS

C.

. Higher than maximum prices prohibited,

. What is Western softwoocd lumber.

What is “custom milling service”

What is a custom mill,

. Invoicing and records,

., Services not listed.

. No quantity limitatlons.

., Transportation and demurrage charges.

. Enforcement,

. Licensing.

. Geographical applicability.

. Maximum prices,

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
recelve 1 the course of trade or Business,
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

bt 2 0
NHODN IO PWUNHOE

*Coples 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 18 Western softwood lum-
ber “Western softwood lumber” under
this regulation means any lumber which
on sales by the sawmill 1s subject to
RMPR 26 (Douglas Fir and other West
Coast Lumber) MPR 94% (Western Pine
and Associated Species of Lumber) , MPR
253° (Redwood Lumber) MPR 290*
(Sitka Spruce Lumber) or MPR 402°
(Western Red Cedar Lumber)

SEc. 3. What s “custom milling serv-
ce” TUnder 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 s 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 miil
under ths section.

(a) General. A custom mill 15 one
which performs custom milling services
upon lumber subject at mill level to
RMPR 26, MPR 94, MPR 253, MPR. 290,
or MPR 402, and which:

(1) Does not operate as a “mill” under
the definitions contained in RMPR 26,
MPR 94, MPR 253, MPR 290, or MPR
402. 4

(2) Does not own or control, 15 not
owned or controlled by and 15 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 gualifying under
paragraph (a) may get special permis-
swon. 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*

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

19 F.R. 1016, 3518, 4227.

277 P.R. 10848; 8 ¥ R. 859, 1138, 4118, 7352,
8009, 8756, 11040, 12136, 12296, 12878, 16199;
9 F.R. 206, 789, 1162.

37 FR. 9230, 10848; 8 F.R. 1139, 4136, 4720,
7197, 11479,

48 F.R. 19, 2270, 6959,

*8 F.R. 7662,
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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 si1zes, sold during the 30 dayperlod
preceding date of application.

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

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

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

(ii> 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"

(iii) 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
mcreasing the cost of finished lumber
to the ultimate consumer.

In granting the authority, the Re-
gional Office may meake 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.

(¢) Unless the operation qualifles, or
is specially authorized, as a *“custom
mill” under paragraphs (a) or (b) above,
its maximum prices for custom milling
of Western softwood Ilwhber are the
charges set forth as additions for work-
mgs i the appropriate lumber price
regulation.

(d) Special permissions heretofore
granted under section 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. Inw
voices must show the specles, size, con-
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dition, and workings of the Iumber be-
fore and after milling, with a detailed
description of all services performed
thereon for which a charge i1s made.
Copies of invoices, or sumilar records,
must be kept af the place where the cus-
tom milling is performed, available for
examination by the Office of Price Ad-
mnstration. These records must be
kept for two years.

SEec. 6. Services not listed. If a custom
mill 1s requured to perform a service for
which prices are not specifically pro-
vided, these services are still under Maxi-
mum Price Regulation 165.

SEe. 7. No quantity limitations. The
maximum prices set forth in this regula-
tion apply to all {ransactions regardless
of the quantity of Iumber mvolved.

SEc. 8. Transportation and demurrage
charges. No charge ay be made by &

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 penglties, civil
enforcement actions, suits for treble
damages, and proceedings for suspension
of licenses provided by the Emergency
Price Control Act of 1242, as amended.

Skc. 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 license may be
suspended for violations of the license or
of one or more applicable price schedules
or regulations. A person whose license is
suspended may not, during the period of
suspension, make any sale for which his
license has been suspznded.

Sec. 11, Geographical applicability.
This regulation applies in the 48 states
and the District of Columbia.

Sec. 12, Mazimum prices. The maxi-
mum prices per one thousand feet board
measure for “custom milling” of Jumbar
which on mill sales is subject to RMPR
26, MPR 94, MPR 253, MPR 250, or MPR
402 shall be as follows:

TABLE 1.~CUsTOM MILLING BOARPS AND DIMEXEION

I
1x2]1x3{1x4{1x6}1x8 lxlO}lxl'.’ 2x2|2x3)2x4|2x6)2x8 2:1(3|2x12
Resawing—i line 50,53, 50:85. 00181, 00,63 00,53, ‘,ez.w 82,62 84.00 s&c-a,s:z.:;szc«;»!szcafszco
e i S— S0 50| o0l 4 on| &en| $.00) Sea) Konl Lol Torl ot Soat B K6y
mg—1line . ___o——___ M 2.50) 5,00 4,00 303 200 260 200 2.0
Rlpgmgeachaddit nal lin 00] 260 1.50] 1.50; L L0 1.-(&'q 1.0% L.50] L&) LI l.i;".' il’.G;i, LG 1.6
SIE, 82K, S180r 528 oo oceee 501 6.50 5.C0] 4.00] 3.00; 3.00) 200/ 5.00) 4.03) .63, 2.L8] 260 20 269
SISIE, S182E, 82S1E, S48 or S/L...[10.50] 9.50) 6.50] 4.00; 3.C0; 3.00/ 2.55] &.00) 4.63, 3.69 200 A6, A0 0D
D. snd M., rustic and siding GO _f | It R " ’! ,q 'l 1,
patterns) add to 84S.. .o crereen . IR 1) R N 1) R 1) I 1) B O\ BN 1) IR .\ S M N 1 4O}
Grooved for splines add to 548 {— L0 m‘ !.00‘ LM L@ LOO‘ 1.0
Bundling, add 1.00] 1.00] 1.00; 1.€0] 1.00] 10D 100 1.00; L.OO
Gmdm’imng_, ma:kmigi ax%g talln]ymg allxter ‘ l l ' I |
Tem: A cable only wien
allthmegse;r?x%elsmputogmr%ld) 2’&%1.- 1.00] 1.00; 1.00 1.00‘ L0 1.12'131 L60 LG2 LC-Z!‘ L63 L.03 1.0.' l.CO‘ 1.0
Unloading, handling an oadi
ol?enmgéortruck%aa.% ........ E:. 2.00] 2.00] .00 2.00‘2.00 20:!01 2,09, 203, 00 200 2.6 200‘ Q.C'Ctg 200
For closed-type cars open-car
%iargel ik P 1,00} 1.00] 1.00 LDOl 1.00‘ 1.00‘ LGY LCGD 1.(-3“ I.C-J‘ 1.031 l.C‘)l l.C@‘ 1.0
1May not be added more than once on any orders
TABLE 2—CUsror MLec—PLANE AXD TIMBERS
3x4|3x6|axs|3xi0fxiz|4x4|4x6]4x5 [4x10]4x12| oxg ) Eiond
(-
Resawing—1line. oo oooomvmennaaee]| $3.00] $3.00; $2.50] $2.50 $2.00 $3.03; $3.00, §2.00) .55, 2.0 S2.00,  $200
A44 for éach additional Lol Ll 100l Loof L0l Lea Lol Lol Loy Lo ned
Rippmg—iline. _-.....___| 2501 280 250 200 200\ 28 2.8 2.4y 0N 2l 24 28
Add for each additional line.--...] L00| 1.00] 103} 100 LCJ] LCO; LOD LO2 .1,.03 Lo, %.gu, LD
S1E, S2E, SIS 0r 828. - ecmeeae 3.00] 3.00] .50 250 200 300 3.0 218 3.50 2.91" 3..’.12; 2.00
SISI1E, SIS2E, S2S1E or S4S___..| 3.00] 3.00] 2.50] 2.50] 2580 3.00, Q.00 203 21 .55, .....01 2.0
D& MorS/Liadd to 845 .. ... 1.00] L00] LO3) L0) LON LG LOO, L0 LOD, LOO.....de......
Grooved for splinesadd to 84S.._.| L 00} L0)] L00] 203} 200 L0 LO) 203 20) 200 3D 09
e e s |
en
nlgzrmppoee;pcﬂohomgeg 3’&'&5&" 1.00] 160 LO)] LO0] LCGD; LOG] LOD LG LOJ L3 L&D 1.9
Unloading, handling sm¢ -
m?_g?ope%caxsortrgdcgst;_ ...... 2.00] 2.00] 200} 200 203 200 203 203 203 2.0} 20 2.09
closed-type cars open-
Fgrghargel__-._---------.??.- L00| 1.00} 1.00] LG)] L0%) L3} LO9 Lmi L0 Lml 1.00! LM

1 Msy not be added more than onss on any crder.

<8 FR. 13240.

No.113—2

6123
Taoie 8

Custem Ifin drying. Eiln drying including
oll handling (unloading frem cars, handling
throuzn Lilns and reloading cars, ete.)

Thinner than 10/4eaeeeee—____ $10.00
10/4 & 12/4 inc. 12.¢0

General notes. 1. Charges for additional
lines of both resaving and ripping are basad
on original clz2 of plece rippad or resawn.

2. Where curfacing is donre follawing resasy-
ing and/or ripping, surfacinz charges shall
bz baced on oz2 or sizes of stock resulting
from the recawing and/or ripping opcration.

3. Froctional or cdd thickness: use price of
next tainner even size.  Compute fostage on
actual rouzh meacure.

4. Fractional or odd widths not Ysted: uze
pric2 of nesxt even vidth, eithor wider or
narrower, whichever is lower. Compute foot-

ge on actual rouzh measure.

§. Where only one opcration fs performed
oen the lumber, for instancs, surfaced oniy,
or ripped or recaved one line only, add $1.60
por MBL.

6. Priccs on combination milling, such as
ripping and recawing, must be computed on
the cheapest method of producing the end
product from the particular sizes remanu-
factured, rezardlecs of how the custom mill
actually produces the end product.

7. For milling quantities of lecs than 1,000
feet board measure of any size or operation,
the charge for 1,000 feet may be made,

8. The custom kiln drying charges cover
only standard grades as dezeribed In the of-
ficlal grading rules covering the varisus
Westemn coftwoads subjzet to RMPR 26, 3IFR
84, MPR 253, MPE 230 or MPR 402, when
drled« to ordinary commercial standards.
Prices on drying speclal gradss, or drying to
molsture content lower than standard trill
be given on application to the Ofice of Price
Adminiztration, Washington 25, D. C. The
applicatlon must state the requssted price,
and contain a comnlete dezcription of the
item to be priced, including specles, siz> and
the maximum moisture content cllowed.

9. Customer must furnich inkound piece
tally on each shipment; otherwise custom
mill may add $.50 por M for tallying.

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

Norz: Al reporting and record-keeping re-
quirements of this rezulation have been ap-
proved by the Bureau of the Budget in ac-
cordance with the Federal Reports Act of
1942,

Issued this 5th day of June 1944.
Jars G. RageERs, Jr.,
Acting Admmstrator.

{F. R. Doc. 44-8115; Filed, June 5, 1944;
4:27 p. m.]
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Chapter XIV—War Contracts Price
Adjustment Board

RENEGOTIATION 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-
Iishe)d in the Feperar REGISTER (9 F.R.
4135

There are herewith published 1n 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 FepERAL REGISTER from time to time
as directed by the War Contracts Board.

[sEAL] JamEes S. FEIGHT,

L, U S.N.R.,
Secretary.

PART 1601—AUTHORITY AND ORGANIZATION
FOR RENEGOTIATION !

SUBPART A—SUDMMARY 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¢
ésul)osection (c) (6) discussed in § 1603,

48

(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 ather confract 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 1s 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 (&) (5) discussed in § 1603.333)

(¢) The coverage of the 1943 act is
discussed in detail in Part 1603. [RR
103)

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

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

(2) Contracts or subcontracts for cey-
tamn raw materials (subsection () (1)
(B) discussed in § 1603.344)

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

(4) Contracts or subcontracts with tax
exempt charitable, religious or educde

19 F\R. 4135.,

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

(5) Construction contracts with a De-
partment let under competitive bidding
(subsection (i) (1) (B) 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 (i) (1) (subsection (i) (1) (™
discussed in § 1603.347) (RR 104.1]1

(b) Permisswe. The War Contracts
Board may, 1n 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 1n
§ 1603.351)

(ii) Under which the profits can be
determined with reasonable certainty
when the contract price 1s 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-
swve profits (subsection (1) (4) (C) dis-
cussed it § 1603.353)

(iv) For a standard commerecial article
if competitive conditions are such as will
reasonably protect the Government
(subsection () (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 admimstratively
feasible fo segregate the renegotiable
from the non-renegotiable business
(subsection () &) () discussed in
§ 1603.356)

'The Board may make such exemptions
by individual- confracts or by general
classes or types of contracts (subsection
(i) (4) discussed in § 1603.357) I[RR
104.21

(¢) Ezxzemption measured by volume of
business. Subsection (¢) (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 all.persons under the control
of or confroiling 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) [RR 104.31

(@) Profits from increment in value of
excess wnventories. The 1943 gct ex-
cludes from renegotiation that portion
of the profits derived from contracts
with the Departments and subcontrsdcts
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)) [RR 1044]
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§ 1601.105 Renegotiation clauses in
contracts, (a2) The 1943 act directs each
Secretary to insert in each contract made
by his Department, involving more than
$100,000, terms under which the cone
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 ingert like terms in con-
tracts entered into by him. In the case
of subcontracts for procuring contracts
with the Deparfments these terms are to
be placed in all such-subconfracts 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 elther physically or by reference.
[RR 1051

§ 1601.106 Determination of excessive
profits—(a) Costs. In determining tho
profits from renegotiable business, the
1943 act requires the War Contracts
Board to =allow costs determined in
accordance with the method of cost ace
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 bhe determined.
No item of cost shall be allowed which s
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 excesslve 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 allowable (subsec.
tion (a) (4) (B) discussed in § 1603.389)
[RR 106.1]

(b) Unused omortization deduction.
The 1943 act provides for the repayment
by the United States to & contractor or
subcontractor, without interest, of the
amount of the net renegotiation rebate
determined in accordance: with proce-
dures and principles set forth in the 1943
act 1mn the event of a recomputation of
the amortization deduction provided for
i section 124 (@) of the Internal Rev=
enue Code (subsections (a) (4) (©) and
(D) discussed in §1603.383 ()
[RR 106.2]

(¢) Fawr cost allowance in the cx-
empted state for raw materiels and agri-
cultural commodities in the cuse of tite-
grated producers, In order to provide
for equitable treatment of the integrated
producer, the 1943 act provides for the
allowance of & fair amount of cost in the
exempted state for certain raw materials
and agricultural commodities in the case
of mtegrated 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 (¢)) In
this connection attention is also directed
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to §1604.104 (d) supra, which in effect
gwves the contractor or subcontractor
—who acquires the exempted raw mate-
r1als and agricultural 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. [RR 106.31
(d) Factors in deiermiming 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 1n 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 busmess, and such other factors as
the public interest and fair and equitable
dealing may requre (discussed fully in
§ 1604.408 and following) [RR 106.4]

§1601.107 [Renegotiation by fiscal
years. The 1943 act applies to fiscal
years ending after June 30, 1943, and re-
gquires that renegotiation be conducted
on an over-all fiscal year basis. Renego-
tiation may relate to any perniod other
than g full fiscal year only wifh the con-
sent of the contractor or subcontractor.
‘The 1843 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
1(3')” (1) discussed in § 1603.303) I[RR

~§ 1601.108 Renegotiation procedure—

() Mandatory filing of statement. 'The
1943 act requures every contractor or sub--
contractor not specifically exempted
from renegotiation to file with the Board
on or before the first day of 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
mformation as the Board may by regula-
tions prescribe (subsection (¢) (5) (A)
discussed in § 1602.220 and following)
In addition to this statement, which is
considered to be the statement for the
purposes of the beginning of the statute
of limitations, the War Contracts Board
may require.from the confractor or sub-
contractor any other data, information
or records deemed deswrable. [RR 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 (e¢) (1) dis-
cussed 1n § 1602.241) [RR 108.21

(¢) Statuie 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 15 not made within

one year from the commencement of the
renegotiation proceedings, the liability of
the contractor or subcontractor under
the 1943 act will be discharged. However,
this one year pericd may be extended by
mutual agreement (subsection (c¢) (3),
discussed in §§ 1603.362 and 1603.363).
[RR 108.3}

(@) Agreement or order determining
excessive profits, Upon the malling of
the 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 profits. If such an agreement is not
made, the act authorizes the Board to
issue an order determining the amount
of the execessive profits (subsection (¢)
(1) discussed in § 1606.620 and follow-
ing) [RR 108.4]

(e) Statement to the conlractor or
subcontractor. VWhenever a determina-
tion 1s made as to the amount of exces-
sive profits, whether by order or by agree-
ment, the Board or its authorized agency,
at the request of the contractor or sub-
contractor, will furnish a statement cet-
ting out the determination of excessive
profits made in his case, the facts used
as a basis therefor, and the reasons for
such determination (subsection (¢) (1),
discussed in §1605.520 and following).
[RR 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 & credit for Fed-
eral income and excess profits tazes in
accordance with section 3806 of the In-
ternal Revenue Code (subsection (c) (2)
discussed in § 1604.440 and following)
[RR 108.61

§1601.108 Delegation and review—
(a) 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 ofil-
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 ha
reviewed by the Board either upon ifs
own motion, or, in its discretion, at the
request of the contractor or subcontrac-
tor. 'The Board’s determination may be
less than, equal to, or greater than the
determination reviewed. Unless the War
Contracts Board upon its own motion
initiates a review of the prior determina-
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tion within sixty days from the date of
such determination, ar 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 sizty days from the
date of such request, such determination
becomes the determination of the War
Contracts Board (subszction (d) ¢5)
dlscussed in §81€05.624 and 16D05.623.
[RR 109.2]1

§1601.110 Redetermination of exces-
stve profits by The Tax Court of the
United Stales. The Renezoiiation Act
provides that any contractor or subcon-
tractor aggrieved by a unilateral deter-
mination of excessive profits by the War
Contracts Board (under the Renegotia-
tion Act of 1943), or by the Secrefary of
a Dapartment (under the Renegotiation
Act of 1842), may petition The Tax Court
of the United States for a redetermina-~
tion of such excessive profifs. 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 Courf withun ninzty
days after the enfry of the order or the
date of the enactment of the Revenue Act
of 1943 (February 25, 1944) whichever1s
the later (subsection (e), discussed in
§1606.630 and following) IRR 1103

§ 1601.111 Applicability — (2) 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 Renegotiation Act of 1942 (section
701 (d) of the Revenue Ach of 1943 cited
in 85 1608.801 and 1601.122 ¢J) and ()).
[RR 111.1]

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

(1) Provisions of the 1943 act made
retroactive:

(1) Subsections (a) (@) (C) and (a)
£4) (D) relating to the adjustment of ex-

cessive profits for any year on account of
the recomputation of the amorfization
deduction (discussed in § 1603.323 (b)) -

(1) Subsection (1) (3) which provides
for a fair cost allowance in the exempied
state for certain raw materials and agrz~
cultural commodities in the case of in-
tegrated preducers and which ezcludes
from renegotiation the profits realized
because of the increment 1n value of ex-
cess inventories of raw matenals and ag-
ricultural products acquired in the ex-
empted state (discussed in § 1603.324 (c)
and (d))

(il1) Subsection (1) (1) (C) which ex-~
empts from renegotiation contracts or
subcontracts for certain agncultursl
commodities (discussed in § 1603.344
(b)) -

(iv) Subsection (1) (1) (D) whch ex-
empts contracts or subcontraecis with tax
exempt charitable, relizious or educa-
tional organizations (discussed m
§ 1603.345)

(v) Subsection (i) (1) (F) wihrch ex-
empts subcontracts under prime con-
tracts or other subconiracts exempied
by subsection (1) (1) (discussed mn
§1603.347) * and
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(vi) Subsection (1) which provides a
short title (see § 1601.122 (1))

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

(1) Subsection (d) which creates the
War Contracts Price Adjustment Board
and sets out its organization, powers, and
duties (discussed in § 1601,131)

(ii) 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. [RR 111.2]

(¢) Termination.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; 1 which
case renegotiation would extend to
amounts received or accrued up to any
date specified m 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 yestored as of any
date within 6 months prior to such
proclamation, renegotiation will not ap-
ply to amounts recewved or accrued after
such termination of the statute. A spe-
cial provision 1s made in the case of long
term contracts which are begun before
and completed after the termination
date (subsection (h) discussed in
§1603.371) (RR 11131

§1601.112 Applicable and relaled
statutes—(a) Renegotiation Act of 1943.
The full text of the Renegotiation Act of
1943 13 cited 1n § 1608.801 of these regu-
lations. [RR 112.1]

(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 (¢) (2) of the
Renegotiation Act of 1943, 1s cited i
§ 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
15 credited agamst the amount of such
profits 1n 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 1s dis-
cussed 1n §1604.440 and following.
[RR 112.2]

(¢) Title XIII of Second War Powers
Act, Under subsection (¢) (5) (B) the
War Contracts Board 1s given the powers
of inspection and audit of an agency des-
ignated by the President to exercise pow-
ers under Title XIIT of the Second War
Powers Act, 1942, For convenience, Title
XIIT 1s cited 1n § 1608.803 of these regu-
lations. The authority to make such in-
spections and audits 1s discussed in
§ 1606.601 and following. [RR 112.3]

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

A3

may fix by agreement, if possible, a fair
and 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. Conftrac-
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.
[RR 112.41

SUBPART E—PRELIMINARY MATERIAL

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

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

(b) Rescission of prior wnstructions.
(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. [RR 121.2]

2. Section 1601.122 (k) 1s 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-
fense Appropriation Act, 1942 (Public
528, Tith Congress, approved April 28,
1942) as amended by section 801 of the
Revenue Act of 1942 (Public 753, T7th
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, [RR 122.11]

3. Sections 1601.124, 1601.126, and
1601.127 are amended, and § 1601.128 1s
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 determunation 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
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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
vages will be sent from time to time to
the Departments for distribution to
holders of the Renegotiation Regula-

:izgﬁs within fthe Departments. [RR-
§1601.126 Federal Register Theso

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. [RR 1261

§1601.127 Official copes. Offlcial
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
heremn are set out in the FEDERAL Ruars~
TER, which may also be procured from the
Superintendent of Documents. [RR 1271

§1601.128 Copies of Rencyotiation
Regulations. It is anticlpated that the
original Renegotiation Regulations,
along with twelve monthly supplements
embodying, additions and amendments
thereto published during the preceding
month in the FEbpErRAL REGISTER, Will be
available in loose-leaf form for o sub-
scription price of $2.00 from the Super-
intendent of Documents, U. S. Govern-
ment Printing Office, Washington 28,
D. C. [RR 128]

SUBPART C—ORGANIZATION AND FUNCTIONS
OF THE PRICE ADJUSTMENT BOARDS AND
SECTIONS

Section 1601.133 is amended to read as
follows:

§ 1601.133 . Navy Department organidg=
tion—(a) Navy Price Adjusiment 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, respec%ively.
[RR 133.1]

(b) Services and Sales Renegotiation
Section. In the Procurement Legal Divi«
sion, Office of the Under Secretary of the
Navy, there has heen 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
'lx’ork, Chicago and Los Angeles. [RR

33.2]

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 1o
renegotiation. Patent lcenses 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))
[RR 142]
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8 1601.143 Allowance of royalties as
costs. 'The allowance of royalties under
patent licenses as costs in renegotiation
and the effect given to determunations
under the Royalty Adjustment Act are
discussed in § 1603.388 (a) [RR 1431

PART 1602-——PROCEDURE FOR RENEGO-
TIATION *

SUBPART BE—PRELIMINARY INFORMATION RE-
QUIRED OF CONTRACTORS

Section 1602.222 1s amended 1n the fol-
lowing respects: Subparagraph (4) is
added to that portion of the text preced-
mg paragraph (a)° paragraph (a) is
amended- by redesignating the text
thereof as paragraph (3) (1) and by
adding subparagraph (2), paragraph (f)
is added.

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

(4) There 15 hereby prescribed as the
form of mandatory financial statement
required fo be filed by public utilities
(including but not limitéd to those fur-
mshing gas, electric power, rail, air or
water transportation, telegraph, tele-
phone, cable or radio communication)
and by steamship operating compames, &
statement contaiming the following:

Name and address of contractor.

Names of companies, if any, under the
control of, or controlling, or under commbn
control with the contractor.

Nature of principal business.

Date of expiration of fiscal year.

Balance Sheet, Profit and Loss Statement
and Surplus Statement of the contractor for
latest completed fiscal year.

Declaration by the contractor that it will
furnisn such further and additional infore
mation as may pe required by or on behall
of the War Contracts Board.

Such statement shall be executed on
behalf of the contractor by hus duly au-
thorized representative and shall con-
tamn a certificate that the representa-
tions thereby submitted are true and
correct to the best of his knowledge and
belief. [RR 222]

(a) Suffictency of contents. (1) Ex-
cept as heremnafter stated, the forms of
“Standard Form of Contractor’s Report”
are required to be prepared in duplicate
m accordance with the instructions
which relate to them respectively and
which appear 1 § 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-
{or may complete the “Standard Form of
Contractor’s Report” by mcorporating
by reference the information so fur-
nished and making a specific statement
of the time and place of such filing. In
such case, the fact that the information
has been recewved 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 FR. 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 ill
be deemed to constitute a sufficlent com-~
pliance with the mandatory filin7 re-
quirements of this section in the ab-
sence of a notice of insufiiclency sent to
the contractor within 80 doays after the
Report has been filed.

(2) Where a Department to which a
contractor has been assigned for renego-
tiation or the Assignments and Statistics
Branch determines that it is not feasible
for a contractor to furnish 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 loss statement and surplus
statement for his Jatest 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 peried as the
Department or such Branch may desig-
nate. Inany 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 Branch shall con-
stitute compliance by the contractor with
the provisions of subsection (c) (5) (A),
[RR 222.11

2 -3 E3 s (-]

(f) Filing of dmandatory financial
statements by parent and subsidiary cor-
porations on a consolidated basis. Par-
ent and subsidiary corporations which
constitute an “afflliated 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 (¢) (5)
(4) 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 subsldiary corporation report
mey be completed by writing thereon o
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 (. e., con-
tracts or subcontracts not exempt from
renegotiation by contractual provision
pursuant to subsectlon (1) or contracts
or subcontracts which are not exempted
under subsection (1) of the Renegotia-
tion Act of 1943) no report need he
filed by it. [RR 222.6]

SUBPART D—CONDUCT OF RENEGOTIATION

Section 1602.243 is added as set forth
below.

§1602.243 Process of renegotiation,
The general principles applicable to the
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conduct of renezotiation and the vrecess
of arriving at a renegotiation determna-
tion are discussed in ¢ 1604402 (c».
[RR 2431
BUBPART E—COIIFLITION OF FENEGOTZITION
Subpart E is added, as szt forth below.
Ec.
1€22250
1602231
1692252

Scope of subpart.

Prcparation of cgrecment.

Preparation of statement to con-
tractor.

Administration of egvecmants.

Progress reports.

Control of decuments.

1632253
1602254
1692255

SUBPART E~—COXTFLETIOXN OF EINTEGOTIATION

81602.250 Scope of subparf. Thus
subpart refers to the steps faken upon
the completion of a renegotiation result-
ing in a voluntary agreement, to the ad-
ministration of agreements and unilaf-
eral determinations, and to progress re-
pnorts. [RR 2501

8 1602.251 Preparation of agrezment.
When a tentative scftlement has bzen
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 staiement
to contractor. In Subpart B of Part
1605, the furnishing of a statement {0 the
contractor 1s dealt with. IRR 2521

§ 1602253 Adminisiration of agree-
ments. Administration of voluntary
agreements or of unilateral determna-
tions by the Department fo whom the
contractor was assizrned for renegotiation
is referred to in § 1605.505. [RR 2531

8 1602.25¢ Progress reports. (2) The
organization designated as the Assign-
ments and Statistics Branch of the War
Department Price Adjustment Board will
be regarded by the War Contracts Eoard
as the ofiiclal source of mmformation as
to the Government’s over-all progress of
renegotiation. This Branch willin efiect
actually serve the War Contracts Board
although constituted in the Renegotia-
tion Division, Army Service Forces.

(b) The several Dzpartmental Boards
and services will prepare and furmsa to
the Assignments and Statistics Branch
as at the clos2 of business each Friday
the appropriate Weekly Prozress Report
(Form SPRA-O in the case of Dzpart-
ments, see § 1607.751, (a) and (b), and
Form SPRA I in the case of Sarv-
fces, §1607,751 (¢) and (d)) On the
basis of the information supplied n
the Weekly Progress Reports of the
several Dzpartments, the As:ignments
and Statistics Branch will prepare b1~
weekly Status of Renegotiation Re-
ports (Form SPRA I-EB) and Opera-
tlons Reports (Form SFRA I-CO)
and will furnish the same to the War
Contracts Board and the Departmental
Boards (cee § 1607.751 (f) and (k)) On
the basis of the information supplied 1n
the Weekly Progress Reports of the Serv-
ices, the Assicnments and Statistics
Branch will prepare bi-weekly Status of
Renegotiation Reports (Form SPRA I-B,
set forth in § 1607751 (e) and Opera-
tions Reports (Form SPRA I-C, szt forth
in § 1607.751 (£)). [RR 234]
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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 contaiming financial and busmess
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 1n renegotiation, or any
other employment in which possession or
custody of such documents is authonzed,
all personnel will return such documents
to a responsible official. [RR 255]

ParT 1603—DETERMINATION OF RENEGO-
TIABLE BUSINESS AND COSTS

Part 1603 governing determmation of
renegotiable business and costs 1s added,
as set forth below.

SUBPART A—OVER~-ALL BASIS FOR RENEGOTIATION
AND EXCEPTIONS

BSec.

1603.301 Over-all basis for renegotiation.

{(a) Statutory provisions.

(b) Use of over-all basis.

1603.302 Difiering accounting methods.
1603.303 Renegotiation on an individual or
group contract basis.
1603.304 Cost-plus-fixed-fee contracts.
(a) Separate consideration.
1603.3056 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.

(¢) 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 wuuthorized.

1603.311 Allocation of excessive profits In
cases of consolidated renegotlation.
1603.312 Where consolidated basis not used.

SUEPART B—METHODS FOR SEGREGATING SALES
BETWEEN RENEGOTIABLE AND NON-RENEGOTI-
ABLE BUSINESS

1603.320 Scope of subpart.
1603.321 Responsibility 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-—CONTRACTS AND SUECONTRACTS
WITHIN THE SCOPE OF THE.1943 ACT

1603.330 Scope of subpart.
1603.331 General coverage of 1943 act.
(a) Statutory provision.
(b) Contracts without renegotiation
clauses.
(¢) Exemptions and exclusions.
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1603.332 Contracts with the Departments.
(a) General.
(V) Treasury procurement schedule of
supplies.
(o) 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.
() Panama Rallroad Company contracts.
1603.333 Genersl interpretation of subcon-
tracts.
(a) Statutory definitions.
(b) Interpretation of definition.
(¢) When machinery, equipment or ma-
terials “used in processing”
(d) General effect of interpretation.
(e) Allocation of sales.
1603.33¢ 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—MANDATORY EXEMPTIONS AND
EXCLUSIONS FROM RENEGOTIATION

1603.340 Scope” of subpart.
1603.341 The mandatory exemptions,
1603342 Authority to interpret,

(a) Statutory provision.

(b) Scope of authority.

1603.343 Contracts and subcontracts with
other Governmental agenoies.

(a2) Statutory exemption.

(b) Interpretation and appli¢ation of ex-
emption.

1603.34¢ Contracts and subcontracts for cer=
tain raw materials and agricultural com=-
modities.

(a) Raw materlals.

(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. °

1603.3456 Contracts or subcontracts with
tax-exempt charitable, religious and edu-
cational institutions.

(a) Statutory exemption.

(b) Internal Revenue Code.

1603.346 Construction contracts awarded a3
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.

(¢) No reduction by refund below exemp-
tion.

(d) Tests of “control”

(e) Subcontracts under contracts exempt
under the statutory minimum.

SUBPART E—PERMISSIVE EXEMPTIONS FROM
RENEGOTIATION

1603.350 Scope of subpart.
1603.351 Contracts and subcontracts to be
performed outside of the United States.
(a) Statutory authority.
(b) Exzemption.
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1603.352 Contracts and subcontracts where
profits determinable when prico estabs
1ished.

(a) Statutory authority.
(b) Exemption.

1603.363 When contract provisions ade«

quate to prevent excessive profits.
(a) Statutory authority.

1603.356¢ Contracts and subcontracts for

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

1608.366 Contracts and subcontracts whon
effective competition is llkely to exlst.

(a) Statutory authority.

(b) General interpretation of exemption.

(c) Application of exemption to construce
tion contracts.

1603.356 Subcontracts as to which 1t 13 not
administratively feasible to detormine
and segregate profits.

(a) Statutory authority.
(b) Exemption.

1603.357 Delegation of authority to make
permissive exemptions.

1603.368 Requests for exemption.

BUBPART F—LIMITATIONS ON COMMENCEMENT
AND COMPLETION OF RENEGOTIATION

1603.360 Scope of subpart.

1603.361 Statutory provision,

1603.362 Commencement of yenegotiation
proceedings.

1603.363 Completion of renegotiation pro-
ceedings.

SUBPART G——TERMINATION OF RENEGOTIATION

1603.370 Scope of subpart.
1603.371 Statutory provision.

SUBPART H—COSTS ALLOCABLE AND ALLOWADLE
AGAINST RENEGOTIABLE BUSINESS

1603.380 Scope of subpart.
1603.381. Statutory provisions and gonoral
regulations.

(a) Determination of costs.

(b) “Recomputation” of amortization da«
duction prior tb ronegotintion;
carry-overs and carry-backs,

(¢) Renegotiation rebate where “recomput~
tation” of amortization deduotion
follows renegotiation.

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

1603.382 Salarles, wages and other compens
satlon.

(a) Allocation.

(b) Allowances.

(c) Wage and salary stabilization.

(d) Application of stabilization orders in
renegotiation.

(e) Brokers’ commissions.

(f) Penslon, annulty, stock bonus amnl
profit sharing plans,

1603.383 Amortization and depreciation.

(a) Allocation.

(b) Accelerated anfortization and renego-
tiation rebate.

(c) Depreclation.

1603.38¢ Conversion to war production.
1603.386 Losses,

(a) Costs or losses on non-war vontures.

(b) War losses.

(c) Losses from prior or subseguent yoars.

1603.386 Interest.

(a) Allocation.

(b) Allowance.

1603.387 Advertising expenses.

(a2) Allocation.

(b) Allowance,

1603.388 Other costs, expenses and resoerves.

(a) Patent royalties.

(b) Corporate charitable contributions.

(c) Cost allowance in connection with raw
materials.

1603.389 State income taxes.

éa) In general.

b) Adjustment for State tax imposed at o
“flat rate”
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See.

(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 RENEGOTIA-
TION AND EXEEPTIONS

-§ 1603.301 Owver-all basis for renegoti-
ation—(a) Statutory provisions. Sub-
section (¢) (1) of the Renegotiation Act
of 1943 provides 1n part:

* The Board 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.

[RER 301.11

(b) Use of over-all basis. (1) This
provision requires the War Contracts
Board to renegotiate on a fiscal year basis
(or such other period as may be fixed by
mufbual agreement)” It also requires that
renegotiation he 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 s contracts and subcon-
traets 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
s renegotiable contracts and subcon-
tracts for a past fiscal year. Under this
method excessive profits are determined
by examning 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 of each contract or
subcontract. This avoids problems of
allocation of costs and profits, as between
-each contract and subcontract, allows
the contractor to ofiset the results of one
contract agamnst another and simplifies
admimstration. [RR 301.2]1

§ 1603.302 Differzng accounting meth-
ods. Should there be employed a method
of computing profit 1n a renegotiation
under the 1943 act which 1s different
from that employed i1n 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 respect to renegotia-
tion for the past fiscal year 1s 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
prninciples apply to renegotiation con-
ducted with respect to & fiscal year, to a
period other than & fiscal year or on a
single or group contract basis, [RR 302]

§ 1603.303 Renegoliation on an indi-
vidual or group conlract 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 industriecs account for profits
on contracts only in the fiscal year
m which such contracts are completed
rather than currently in proportion
to the percentage of work completed,
percentage of estimated cost incurred,
or othermse. In view of the difficul-
ties of accurately apportioning the
profits on contracts of some 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-
wvided (1) the contractor asrees to in-
clude 1in 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 renegotiated 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-
tractsinvolved (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 @ 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 § 1603.302 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-fized-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 acerued 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. [RR 304.1]

6159

§1603.305 Joint venture coniracts.
Yhere two or more parties enter info an
arrangement for the performance joint-
1y of one or more projects, the comhbi-
nation resulting from such arrange-
ment is commonly referred to as a “joint
venture.” Such a jJoint venfure is re-
garded as an enfity which, with respsct
to its contracts or subconfracts within
the scopz of the Renegotiation Act of-
1043, is a “contractor” or “subcontrac-
tor” within the meaminx of the act.
Therefore, the 10int venture 1s renego-
tiated with respect to its renegotiable
contracts and subcontracts without re-
gard to other contracts or subcontracts
which may bz held by the mambzrs of
the joint venture. [RR 3051

§1603.306 Treaitment of contracts
with fized profit limitations—<a) Includ-
e¢d in. renegotiation. Certain contracts
with various Departments, particularly
the Navy Department, Maritime Com-
mission, and War Shipping Administra-
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 scops
of such limitation. Such contracts will
be included iIn renegotiation but the
agreement made theremn shall reserve to
the Department having this independent
duty, the corresponding rnight to deter-
mine and collect profits, if any, 1n ex-
cess of such limitation. [RR 305.11

(b) Method of renegotiation wn. 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 fo maintain an actual
reserve to cover his liability in connection
with such profit limitation in an amount
by which the contractor’s profit witan
the scope of such limitation 1s estimated
to exceed the mazimum 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 confractor will
report to the Dzpartment conducting the
renegotiation and will pay to the Unifed
States as excessive profits i renegotia-
tion so much of such reserve as he 1s not
required to repay under such orofif limi-
tation and as shall be required to be so
paid by such Deparfment. [RR 30621

381603307 Treatment of -contracts
with price adjustment provisions—(2)
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 renezotiation un-
less otherwise exempted, but thewr pro-
visions necessitate special treatment.
Except for certain shipbuilding contracts
referred to in paragraph (¢) the method
of handling certain situations arising in
connection with such contracts on rene-
gotiation is discussed in paragraph (b).
[RR 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 1s 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 tle contract clause
1s 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 1n 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 materiaily
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 i1n over-all renegotiation and by
amending the contract provision to make
any retroactive adjustment inapplicable
to the period covered by renegotiation, as
1s 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. [RR 307.27

(¢) Certarn shpbuilding 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 1s made 1s charged with the
duty of auditing and 'determining the
amount to bhe 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 underfaking the
profit or loss resulfing from performance
of the single undertaking may be allo-
cated equally to each vessel. Such con-
tracts are subject to renegotiation uniless
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 307.31

§ 1603.308 Treaiment 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. [RR 3081

§ 1603.309 Renegotiation of parent
and subsidiaries on consolidated basis—
(@) When authorized. Renegotiation of

parent and subsidiary companies may, 1in
the discretion of the Department con-

-ducting the renegotiation, be conducted

on a consolidated basis whether or not
the parent and subsidiaries constitute.an
“gfiliated group” as defined 1n subsection
(d) of section 141 of the Internal Rev-
enue Code. [RR 309.1]

(b). Definition of “afiliated 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 parenthcorporation
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 85 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
Iimited and preferred as to dividends.

[RR 309.2]

§ 1603.310 Consolidated basis 1n cases
of common ownership—(a) When au-
thorwzed. 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 & consolidated
basis may be appropnate if:

(1) Such consolidation 1s reasonably
necessary for the protection of the in-
terests of the Government. This is es-
pecially likely if one or more of such-
enterprises 15 a subcontractor of another
of the enterprises commonly owned; and

(2) The extent of the common owner-
ship 1s such that consolidation for rene-
gotiation purposes 1s not, in the opinion
of the Department conducting the rene-
gotiation, inequitable to munority inter-
ests 1n one or more of the enterpnses,

It 1s not essential that the interests of
the common owners be identical 1n ex-
tent or nature in each of the enterprises
commonly owned. [RR 310.1]

-§ 1603.311 Allocation of excessive prof-
its wn cases of consolidated renegotiation.
(a) In renegotiation on a consolidated
basis, careful scrutiny will be given to the
methods employed 1n 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 1s different and distinct from the
type of business conducted by the others
1n the consolidated group.

(b) Excessive profifs must be alocated
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 1o be excessive, without fixing the
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_separate liability, then the members of
the group may not be allowed a deducs
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«
cesstve profits must be so allocated even
though some or all of the members of
the consolidated group participate in fil«
g 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 1%
must be executed by all members of the
group.

(d) To make such allocations of the
excessive profits, o review of the uncon-
solidated financial statements of each
member of the group must be made, and
the record must show & proper bhasis for
the allocation. [RR 3111

§ 1603.312 Where consolidated basis
not used. Whenever parent and subsld-
1ary 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. (RR 3121

SUBPART B-—METHODS FOR SEGREGATING
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 genoral
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.
[RR 3201

§ 1603.321 Responsibility for segregas
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-renegotinble
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 Do-
partment conducting the renegotintion.
[RR 321.1]

(b) Suggested methods. The follow-
g section outlines general prineiples
which may aid in determining an equi-

table method of segregation. [RR
321.2]
§1603.322 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-renegotiable
business. In such cases the methods
available for equitably allocating the
cost of sales should be carefully consid-
ered before a final determination i8 mace
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as to the method to be used in segregat-
g sales.

(2) In determuming 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 1s pos-
'sible, this should be done in accordance

~ with paragraph (b) of this section.

Where this 1s not feasible, the methods
discussed in paragraphs (e) to (f) of this
section should be used. [RR 322.11

(b) Specific segregation. (1) Certain

~ sales can be specifically classified as suh-
Jject to renegotiation, such as sales known
to be under:

(1) 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
15 known to be within the scope of the
Renegotiation Act, such as tank parts,
cartridge disks, ete.

(2) Other sales can be specifically
classified as not subject {o 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.

(i) Subcontracts known to be under
priume contracts or subcontracts to which,
m either case, a mandatory exemption
provided 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 sale of building material to a
contractor for use 1n the construction of
a privately owned home (see §1603.335
) @)

(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.) [RR 322.21

(¢) Sales not susceptible of specific
segregation. (1) The centractor may
not be able specifically to idenfify 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 1dentity of the original product may
be lost 1n processing. The contractor’s
sales and cost of sales records may be in
such form that specific segrega.tion can-
not be made.

(2) These types of sales should he
classified i1n such a manner as to permit
the application to them of certamn prin-
aples, percentages, ete., calculated to
provide a reasonable and equitable
division hetween renegotiable business
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and non-renegotiable business, (See
$ 1603.333 (e).) [RR 323.3]

(@) Types of classification for goneral
segregation. For the purpose of making
& 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-

‘tiation can be determined.

(5) Periods of the year, where the per-
cent of business subject to renegotiation
varies with the period. [RR 32241

(e) Applicable basis jor percentages
of allocation. When sales have heen
<lassified 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 he made only aiter a thorough
review of the equity of the chofce by
the Departments and by the contractor.
[RR 322.5] -

() Use of reports to Government.
(1) The great majority of companfes 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 mafterials, secondary materfals, or
m the form of component parts.

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

(1) During the fourth quarter 19842,
under the Production Requirements
Plan (“PRP")

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

(iif) 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-furnished 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 agencles (Army,
Navy, Aircraft, Maritime, Iend-Lease,
etc.) Inasmuch os section 35 (A) of the
United States Criminal Ceode, 18 U.S.C.
80, makes it a criminal offense to make e
willfully false statement or representa-
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tion to any department or agency of the
United States as to any matter within
its jurisdiction, the data contained mm
these applications can b2 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 in renegotiation
reports to the department or agency con-
ducting the renegotiation.

(4) Names of “claimant agencies” and
thelr symbols are set forth in the WPB
pamphlet “Controlled Materizls Plan
Major Identification Symbols” dated
January 3, 1944. Coples of this pamphlet
can be obtained by writinz War Produc-
tion Board, Controller Division, Wash-
ington 25, D. C.

(5) “CMP” applications and reports to
the WPB provide a ready basis for sezre-
gating 1943 sales for purposes of renegofi-
ation.

(1) For manufacturers of Class A prod-
ucts (military items such as awrcraft,
ammunition, artillery, tanks, ships, elec-
tronic, etc., and their major component
parts), section A of WPB Form 732 shows
analysis of shipments by claimzng
agencles.

For— Refer to—
1st @1843—WPB732 Budzet Bureau No, 12—
RO272
and Q 1843—WPB7132 Budget Bureau No, 12—
RO2T5
8rd Q 1943—WWPE732 Budget Bureau No. 12—
ROZ1.3
4th Q 1943—WPE732 Budget Bureau No. 12—
ROZ7.10
1st @ 1344—WPB732 Budzet Bureau No, 12~
RO2711

Nors: Separate reports usually were fled
for exch plant or division. To avold omission
of part of the company’s operatioms, all
YWPBT32 forms should be scrutinized.

Bocause of the character of products
manufactured, Class A producers will 1n
almost every instance be found o be fully
renegotiable. In rare cases, however,
certain sales by Class A preducers will
prove to be exempt from rensgotiation
because ultimate payment was not made
by one of the nine “Departments” speci-
fled In the Renegotiation Act.

(i) For manufacturers of Class B
products (minor milifary 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—Sec. E of C2fP—4B Budgeh
Bureau Jo. 12-R78042
18t @ 1843—Sec. € of CMP-4B Budget
Bureau o. 12-R7801
Sce. A of WPB732 Budget
Burcau No. 12-R0Z7.2
2nd @ 1943—Sec. A of CMP—<4B Budges
Bureau No. 12-R789.5
SBee. A of WPB732 Budget
Bureau Xo. 12-RO27.5
84 Q 1943—Bz2c. A of CMP—4B Budget
Bureau No. 12-R780.6
Bec. A of WPB732 Budzet
Burean 1N0. 12-R0278



6162

For-— Refer to—
4th Q 1943—Sec. A of CMP-4B Budget
Bureau No. 12-R780.7
Sec. A of WPBT732 Budget
Bureau No. 12-R027.10
1st Q 1844—Sec. A of CMP—4B Budget
Bureau No. 12-R'780.8
Sec. A of WPB732 Budget
Bureau No. 12-R0O27.11

Note: A separate CMP-4B form was made
out for each B product. Separate WPBT732
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:

Clawmant Symbol
Aircraft. ¢}
Army. w,0
Navy. N
Maritime. M
Lend-Legase 1

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.

Office of Economic, Warfare

Canadian Division,

War Food Administration

National Housing Agency.

Petroleum Administration for War.

Office of Defense Transportation

Office of War Utllitles

Office of Rubber Director,

WPB Office of Operations Vice Chairman

WPB Facilitles Bureau

‘WPB Office of Civillan Requirements

Probable classification
Predonunantly Predominantly
Renegotiable Ezempt
E
D
A o
H.
P
T
u
R,F
B G J K
F
<] v
AM, FC, PX, X-1 WH, RO, SO

S8peclal Purpose

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 1identification symbols” (See
pages 1 to 4 of WPB pamphlet referred
to in subparagraph (4) above.) The
same type of analysis 1s also suggested
for compamnes using customer-furnished
materials masmuch as orders recewved by
them are required to carry the “major
program 1dentification symbol”

(6) The segregation of sales for manu-
facturers of wood products, textiles,
chemucals, 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” [RR 322.6]1

§ 1603.323 Segregation with respect to
contracts with RFC subsidiaries. In
c¢onnection 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 1S 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) requr-
ing repayment of such profits to the
RFC Price Adjustment Board.) I[RR
3231

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 sub3ect to renegotiation. This sub~
part discusses the kinds of prime con-
tracts and subcontracts which are with-
1n the 1943 act, aside from exemptions,
and the following subparts cover the
exemptions (mandatory and permissive,
respectively) from renegotiation. [RR
*3301

§ 1603.331 General coverage of 1943
act—(a) Statutory provision. Subsec-
tion (e¢) of-the 1943 act confers the basic
authority to renegotiate, and paragraph
(6) of subsection (¢) 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, 1943, whether such con-
tracts or subcontracts were made on,
pnor 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 requr-
ed under subsection (b) ” [RR 331.1]

(b) Contracts without renegotiation
clauses. Subsection (b) of the 1943 act
requires the insertion of renegotiation
provisions 1n certamn 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 i1s specifi-
cally excluded or exempted. [RR 331.2]

(c) Exemptions and exclusions. Sub-
sections (¢) (6) and (i) of the 1943 act
provide for various exclusions and ex-
emptions of contracts and subcontracts
from renegotiation. These are discussed
i detail in Subparts D and E. [RR
331.31
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§ 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, Do«
fense Plant Corporation, Defense Sup-
plies Corporation, Rubber Reserve Com~
pany, and Metals Reserve Company ate
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" pro-
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 aftet March 1, 1043
may be identifled 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 IT of the Third Supplemental Na-
tional Defense Appropriation Act, 1942,
55 Stat. 817, or in section 40 of the
Emergency Rellief Appropriation Act,
fiscal year 1941, 54 Stat. 627, and Title I
of the Second Deficiency Agpropriation
Act, 1942, approved July 2,°1042, Such
tontracts may be identified by the sym-
bols “TRR” preceding the contract num-
ber. [RR 332.11

(b) Treasury procurement schedule of
supplies. Contracts of the Procurement
Division of the Treasury Depattment of
the type regularly made by it in the ordi-
nary eourse of business prior to the war
period, as such, are not subject to re-
negotiation unless negotiated under au-
thority contained in Title 1T of the Flrst
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
Governmenf, 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.
[RR 332.21

(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., Howevet,
lend-lease contracts entered into by any
other department or agency of the Glov-
ernment are not subject to renegotiation
under existing law. [RR 332.31

(d) Cost-plus-fized-fee contracts,
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.
[RR332.41]

(e) Management fee coniructs. Conw
tracts providing for a management fea
are subject to renegotiation. [RR 332.51
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() Army Post Exchange and Army
Ezchange Sermce coniracts. Contraots
with Army Exchanges for the sale of
items carrmed 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 mnvolving the use of
appropriated funds) are not subject to
statutory renegotiation. 'These conclu-
sions are based on opinmions of the Judge
Advocate General of the War Depart-
ment respectively dated February 20,
1943, and August 13, 1943, relating to the
1942 act. [RR 332.61

() Navy ship’s service stores con-
tracts. Ship’s service activities, includ-
ng ship’s service stores, are conducted
-by Navy personnel but their operations
do not 1mvolve Navy Department funds.
Their contracts are not Navy Depart-
ment contracts and are not subject to
renegotiation, Ship’s stores, as distin-
gwished from.ship’s service stores, are
operated with Navy Department funds.
Theiwr contracts are Navy Department
confracts and are subject to renegotia-
tion. [RR 332.711

(h) Panama Canal contracts. Con-
tracts with the Panama Oanal 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 junsdiction 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
confracts with the War Department.
Reference to the Panama Canal Zone
inciudes the Panama Canal. [RR 332.81

(i) Panama Railroad Company con-
tracts. Contracts made by the Pananis
Railroad Company, a New York corpora-
tion whose stock 1s owned by the United
States, are not subject to renegotiation.
[RR 33291

§ 1603.333 General wmnterpretation of
subconiracts—(a) Siatutory 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 gll 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 to 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 & 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 confract 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 (i) under
which any part of the services performed or
to be performed consists of the sollciting, at-
tempting to procure, or procuring a contract
or contracts with a Department or a sub-
contract or subcontracts: Provided, That
nothing.ih this sentence shall be construed
(1) to affect in any way the validity or con-
struction of provisions in any contract with

a Department or any cubkcontroct, heretoforo
at any time or hereafter made, prohibiting
the payment of contingent fees or commis-
slons; or (2) to restrict in any way the su-
thority of the Sceretary or the Board to
determine the nature or amount of celling
expenses under subcontracts cp defined in
this subparagraph, a3 a proper element of
the contract price or as a reinmburcable item
of cost, under a contract with o Department
or a subcontract,

(6) The term “artfcle” {ncludes any mate-
rial, part, assembly, machinery, cquipment,
or other personal property.

[RR 333.11

(b) Interprctation of deflnition. 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 sll materirls in-
corporated into the end product, dovn
to and including raw materials, except
certain specified raw materials and asri-
cultural commodities exempted under
subsection (1) of the 1843 act. This
definition is interpreted to include con-
tracts not only with prime contractors
but also with other subcontractors, if
such contracts are:

(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-
ch;dze] materials and ihgredients. (RR
333.

(c) When wmachinery, equipment or
materials “used in processing” TUnder
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, equupment or materials are used:

(1) To produce or otherwise operate
directly on an end product or an article
mcorporated in an-end product by chem-
jcal, physical or mechanical methods;
such, for example, as shaping, cutting,
constructing, combining, reflning, 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 {n the
course of the manufacturing process,
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such for example as hydrogen, oxygen,
colze 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 operation 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-
jary tools, abrasives, wrenches, screw-
drivers, other hand tools, lubnicating 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 fools, dies,
jigs, fixtures, equipment or machinery.
[RR 333.3]

(d) General effect of interpretation.
(1) In general it is infended to include
as subject to statutory renegotiation the
sale of all machinery, equpment, ma-
terials and other articles which contrib-
ute directly to the actual produgtion of
an end item or an article mncorporated
therein, in connection with the physical
handling of the ifem from the time of
enfry of the component matenals fo de-
parture of the item from the plant in
questfon and to include all machinery
which similarly contributed directly to
the actual production of other machin-
ery so used.

(2) It is intended fo exclude the sale
of articles which contribute only indi-
rectly to the actual manufacturing pro-
cess, such as products used for general
plant mainfenance, mcluding 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 2 con-
tractor when the items are fo be ulti-
mately rezold to a Department either as
end products or as component parts in-
cluded therein. However, subconfracts
to furnish office supplies are specifically
excluded from the definition of subcon-
tract. Therefore, subcontracts for offica
supplies, alfthough such office supplies
are ultimately sold {o a Department, are
not subject to renegotiation. Office sup-
plies ara interpreted to include paper,
ink, typewriter 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, machin-
ery and equipment, such as desks, chairs,
lamps, rugs, waste baskets, filing cases,
typewriters and calculating, recording,
reproducing and dictating machines.
[RR 3334]

(e) Allocation of sales. Sales of such
machinery and equipment are allocated
on the basis of the use thereof (.e., for
xenegotiable or non-renezotizble produc-
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tion) and when the extent of the use can
not be readily established, such sales are
considered renegotiable 1 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
(¢).) I[RR 333.5]

§ 1603.33¢ Specific winterpretations of
“subcontract”’—(a) Standard commer-
cwal articles. The term “standard com-
mercial article” 1s defined by subsection
(a) (1) 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. [RR 334.13

(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. [RR
334.21

(¢) Patent licenses as subconiracts.
Patent licenses for processes or inven-
tions required in performimng contracts
with the Departments and subcontracts
are subcontracts as defined 1n subsection
(a) (5) (A) of the 1943 act subject to
statutory renegotiation (unless exempt-
ed) whether or not the licensor furnishes
or agrees to furmish any technical or
other service to the licensee and without
regard to the time that the license agree-
ment was made. Such patent licenses
are not subconfracts under subsection
(a) (5) (B) of the 1943 act. [RR 334.31

(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).) [RR
334.41

§ 1603.335 Contracts and subcontracts
wmvolning real property—(a) Contracts
and subconiracts for existing real prop-
erty. (1) Action taken with respect to
exempting contracts and subcontracts
for certain iterests in real property 1s
referred to 1 § 1603.352 (b)

(2) Moreover, aside from such exemp-
tion, the statutory definition of “sub-
contract” 1s construed to exclude agree-
ments for the purchase of real property
by contractors -and subcontractors.
Since it refers to the making or furnmish>
ing of any “article” which in turn is de-
fined to mean any “matenal * *
or other personal property” the defimi-
tion 1implies that agreements for the ac-
qusition 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 1 the following paragraph.
[RR 335.1]

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

(2) Where an agreement to sell, fur-
nish or install machinery, equpment,
materials or other personal property
would otherwise constitute a renegotiable
contract or subecontract, the fact that
such property s to be installed in g
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 1s made by a De-
partment, or if not made by a Depart-
ment the Government acting through a
Department 1s to obtain title to such
property either immmediately or ulti-
mately (such as contracts for plant and
facilities) then suéh confract is rene-
gotiable unless exempted. Likewise all
subcontracts under such s renegotiable
contract for furnishing services, or arti-
cles, such as building materals and
structural steel, which are personal
property when furmished, but which be-
came real property during the course of
construction, are renegotiable unless ex-
empted, and so are subcontracts for fur-
nmishing any machinery and equpment
installed in the building.

(4) Where, however, an agreement 1s
for the construction of g building or im-
provement on or to real property for a
contractor or subcontractor for the pur-
pose of performing s renegotiable con-
tract or subcontract and the Government
acting through a Department 1s not to
acquire title thereto, either 1mmediately
or ultimately, then except as provided in
(2) ahove, 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 determining whether a subcon-
tract for an item 1s renegotiable under
subparagraph -(2) or not renegotiable
under subparagraph (4) if 1s helpful to
consider its character at the time of in-
stallation. If theitem 1sone which hsas a
predominantly prefabricated character
at the time of 1nstallation or assembly, it
should be classified as machinery or
equipment and the subcontract for its
sale 1s therefore subject to renegotiation.
A subcontract for an item 1s not con-
sidered subject to‘renegotiation if the
item has no substantial existence as such
until its construction from materials at
the time of installation, 1. e., where the
principal component parts did not have a
prior existence as machinery or equip-
ment (in the ordinary sense) off the
premises bub result from construction
on the premises.

(6) Attention 1s directed to the man-
datory and discretionary exemption of
contracts or subcontracts for the con-
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struction of buildings, structures, im-
provements or other similar facilities and
the regulations releting thereto, (See
§§ 1603.346 and 1803.355 (¢)) [RR
335.21

§ 1603.336 Brokers, manufacturers
agents, and dealers; subconitracts., (1)
The definition of subcontraoct in subsec-
tion (a) (5) of the 1943 act includes any
contract or arrangement (1) which makes
the compensation thereunder depend on
procuring one or more contracts with a
Department or subcontracts or on thelr
amount, or (ii) 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 stib-«
Ject to renegotiation as subcontracts if
the representative is performing, or
agrees to make aveilable on request, en-
gineering, 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 {rain-
g in the use of tools. By contract or
custom the manufacturer usually pays
the commussions of the agent whether or
qot these services are used, and charges
the amount into the cost of the tool,
These activities comprise “part of the
work * * * requitred for the perform-
ance of any other contract or subcon-
tract” within the deflnition 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 Offico of
Price Admunistration ceilings does not
affect the result. (See § 1603.334 (b).)
[RR 3361

SUBPART D—NMANDATORY 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 (1) and
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(¢) (6) of the act. These exemptions
and exclusions will be outlined in this
subpart. Permissive exemptions are
covered by the succeeding Subpart E,
[RR 3401

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

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

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

(4) Coniracts or subcontracts with
tax-exempt charitable, religious and edu-
cational institutions are exempted by
subsection (i) (1) (D) (See § 1603.345.)

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

(6) Subcontracts under exempl con-
tracts and subconiracts are exempted by
subsection (i) (1) ()  (See § 1603.347.)
[RR 3411

§ 1603.342 Authority o wnterpret—(a)
Statutory provisions. Subsection (1) (2)
of th& Renegotiation Act of 1943
provides:

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

[RR 342.11

(b) Scope of authority. The authority
to mterpret covers all of the mandatory
exemptions except the exemption of tax-
exempt charitable, religious and educa-
tional institutions. (Subparagraph (1)
(1) (D) of the 1943 ach; §1603.345.)
[RR 342.2]

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

(4) any contract by a Department with
any other department, buresu, 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;

[RR 343.11

(b) Interpretation and application of
exemption. The War Contracts Board
has adopted the following interpretation:

(1) Under thus provision of the act no
coniract between one of the Departments
and any other federal, local or foreign
government agency is subject to re-
negotiation. A mumicipdl 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 pnivate contractors, and subcon-
tracts thereunder, are likewide not sub-
iect 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 &
particular item from a manufacturer.
Before delivery under thus order the man-
ufacturer may sell all or a portion of the
items to a Department or to a Degpart-
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. [RR 343.2]

§1603.344¢ Contracts and subcontracts
Jor 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
preduct of o mine, ofl or gas well, or other
mineral or natural depesit, or timber, which
has not been procesced, refined, or treated
beyond the first form or state suitable for
industrial use;

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

(1) Exempted products: The phrase
“other mineral or natural deposit” 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” Accordinzly,
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.

(1i) 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, . e.,
the point at which & substantial propor-
tion of the product is used by the ulti-
mate consumer, or by Industries other
than the industry of orlgin. 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, refining
or treatment to produce various end
products for the ultimate consumer, or &
substantial varlety of products which
vary materlally in size, shape or content
from the original product.
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(iif) Combination of several matenals:
YWhere subsfantial quantities of two or
more materials or ingredients are com-
bined to preduce a product for industral
use, the product resulfing” from such
combination is considered fo be non-
exempt, unless the other matemal or
materials are used as a catalyst, carry-
ing agent or in some other subordinate
capacity in connection with processing,
refininy or ireatment of the principal
product which is mn the cowrse of
preparation for its first industrial use.

(iv) Different procezszs: Where a
product is made.in substantial quantities
by two or more different processzs, one
of which would result in the exemption
of the product under the absove tests and
the other would result in its melusion,
such a product will e considered fo be
renecgotiable only where made by a proc-
es3 which would result in its inclusjon.

(v) Byproducts: Where a process for
making a product or material subject to
renegotiation under the above fests 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 prin-
cipal produet. The principle of the pre-
ceding sentence is inapplicable fo
byproducts which would otherwise be
exempt under this subparagraph (2)
In the case of bypreducts resulting from
processes principally designed fo produce
an “exempted product” under the above
tests, such byproducts shall be treated as
“gxempted products” if they are not fur-
ther processed, refined or treated. If
further processing, refining or treatment
of such byproducts takes place, {he status
of the ultimate preduct resulfing will be
determined in accordance with the gen-
eral principles set forth above.

(3) Alst of praducts which, subject to
the foregoing interpretation are consid-
ered exempf, Is set forth in § 1603.841.
IRR 344.11

(b) Agricullural commodities—(1)
Statutory exemption. Subsection @)
(1) (C) of the 1943 act provides that it
shall not apply fo:

(C) any confract or subcontract for an
aoriculiurel commadity In its raw or natural
state, or if the commodity 13 not customarily
£old or has not an estabilshed market in its
raww or natural state, in the first form or
state, heyond the raw or natural state, in
which it 1s customarily cold or in which it
has on established market. The term “agri-
cultural commedity’” as used herein shall in-
clude hut shall not be limited to-—

(1) commedities resulting from the culti-
vation of the soll such as grains of all kinds,
frults, nuts, vegetables, hay, ctraw, cottonm,
tokaceo, sugar cane, and suzar beets;

(1) natural xesins, saps and gums of trees;

(1) animals puch a3 cattle, heogs, poultry,
end cheep, fich ond other marine life, and
the produce of live animols, such as wool,
ozzo, milk and cream;

(2) Interpretation and application of
eremption. (1) Applicability- The pro-
vision exempting agricultural commod-
ities under subsection (1) (3) of the 1943
ach 15 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 malerials
and agricultural commodities in the case
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of wtegrated producers—(1) Statutory
provision. Subsection (i) (3) of the Re-
negotiation Act of 1943 provides, in part,
as follows:

{8) 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 which it has an established market,
the Board shall prescribe such regulations as
may be necessary to give such contractor or
subcontractor a cost allowance substantiaily
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) Interprelation and application.
Where a contractor (i) processes, refines,
or treats a product of 8 mine, oil or gas
well, or other mineral or natural deposit,
or timber, to the first form or state suit-
able for mdustrial 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 precesses, re-
fines or treats such agricultural product
to and beyond the first form or state in
which it 1s customarily sold or in which
it has an established market, then m
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, 1n 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 1s &
representative market for the product in
the exempt state, and o such other fac-
tors as may be necessary to reflect the
purpose and mtent of the statutory
exemption, In general it 1s the purpose
and intent of this provision to allow to
the contractor engaged 1n an itegrated
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 from increment in value of
excess wmventories—(1) Statutory exclu-
sion. Subsection (i) (3) of the Renego-
tiation Act of 1943, insofar as it relates
to the exclusion of profits from the in-
crement 1n value of excess inventorles
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, derived from contracts
with the Departments and subcontracts, at-
tributable to the increment in value of the
excess inventory, Fcr the purposes of this
paragraph the term “excess inventory” means
inventory of products, hereinhefore described
in this paragraph, acquired by the contractor
or subcontractor, in the form or &t 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 i3 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
recelved or accrued excessive profits, shall be
determined in accordance with regulations

'prescrlbed 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—
() Statement of géneral 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 (1) (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 18 the contractor
or subcontractor .within 90 ‘days after the
date of the enactment of the Revenue Act
of 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 & particular date, which
has a book cost of ten cents a pound. On
this date, A has future orders which will con-
sume only 100,000 pounds of such cotton.
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A thus has a long position of 500,000 pouns
of cotton. The next contract that A takes g
for Government goods and requires the use of
500,000 pounds of such cotton. On the day
A takes the Government contract, tho our-
rent market price of such cotton is 156 conts
a pound. In such a situation A has placed
himself In a posttion to reallze an inventory
profit of $26,000. This inventory profit, if
realized, is not a manufacturing profit, but
1s in the nature of an investmenb or specula«
tive profit which could be realized. It hag
no relationship to the profits to be derived
from the Government contract, and, there«
fore, represents a profit from an oxcess In«
ventory, which is excluded from renegotiation
under the amendment.

The same sltuation might also apply in the
case of a tobacco and cigarette manufacturet.
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 1941 crops, and A
then went Into the market and bought gome
20,000,000 pounds of 1942 grown tobacco,
although his existing orders would not cauge
him to expect to manufacture more than 20,«
000,000 pounds into cigarettes. He thuy hay
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 epply*

(@) Materials: Materials are products
described 1n paragraphs (a) and (b) of
this section (of the grade, class and type
to be used by the contractor or subcon-
tractor 1n fulfilling contracts with a De-
partment or subcontracts for processed
or' fimshed goods wunder 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 quane-
tity of such materials, adjusted for
waste, contained in the work in process
mventory and the inventory of unine
voiced finished goods) reduced by the
quantity of materials under contraoct for
sale. It should be noted that profits or

‘losses from the sale of materlals aro

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,
1s certain, (2) the time limits in which
such fixed quantity is to be delivered
are certain, and (3) fthe price is certain
or 1s to be made certain solely by factors
existing at a time specified in the con~
tract. Speelal or unusual contractual
arrangements with respect to the ac«
quisition or disposition of materials or
finished or processed goods will bo given
special consideration in accordance with
the facts in the individual case.

(¢) 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.

0
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(@) Excess inventory' Excess Inven-
tory is the invéhtofy of materials whigh
is m excess of the quantity reasonably
necessary fo fulfill existing contracts or
orders.

(e) Replacement value: Replacement
value of excess inventory 1s the value of
such excess inventory calculated by de-
termimng as of the date on which the
contractor or subcontractor enters into
8 contract with a Department or sub-
contract, under-which the amounts re-
cewved or accrued are subject to renego-
tiation, the market value of the mate-~
nals 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 1s
entered into, any factors tending to es-
{ablish a fair market value may be taken
mto consideration.

() Increment in value: Increment i
value 1s the amount by which the re-
placement value of the portion of the
excess 1nventory, 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 imventory accounting regu-
larly employed by the contractor or sub-
contractor.

(ili) Time for determining excess in-
ventory. Accounting for the purposes of
deterrmmmng excess mventory will com-
mence as of the beginming of the month,
four weeks period, or other similar period
of ;ventory accounting employed by the
contractor or subcontractor, 1n which the
contractor or subcontractor entered into
the first confract with a Department or

subcontract under which any part of the,

amounts received or accrued were subject
1o renegotiation. Subsequently, excess
mventory will be determined as of the be-
ginning of each month, four weeks pe-
r10d, or other similar accounting period
in which the contractor or subcontractor
enters inio contracts with a Department
or subcontracts under which the amounts
recewved or accrued are subject to rene-
gotiation. If any excess inventory is
found to exist at the beginming of any
month, it shall be deemed to exist
throughout that month; if no excess in-
ventory is found to exist at the beginning
of & month, it shall be deemed that none
existed throughout that month. In the
absence of adequate records, the amount

_of materials contamed 1n any inventory
category at the beginning of each month
shall be deemed to be one-half of the
quantity contamed in the combined
opening and closing inventories of ma-
terials 1n such category for the shortest
inventory accounting periocd for which
such information is available, and during
which the determination of excess in-
ventory is applicable.

(v) Treatment of excess snventory.
Upon the establishment of the existence
of the excess inventory, such inventory
is deemed fo 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-
aect to renegotiation, in chronological or-
der, and other processing carrled on by
the contractor or subcontractor up to the
end of the month in which such excess
inventory is exhausted.

(V) Ezclusion of profits atlributable to
increment in value of excess inventory.

any case in which it appears that prof-
its attributable to the {ncrement in value
of the excess inventory may exist, a
tentative determination of excessive prof-
its, will be made without repard 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-
miming 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 Dzpart-
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.
[RR 34441

§1603.345 Coniracts or subconiracts
with tlaz-exempt charitable, religlous
and educational instilutions—(a) Statu-
tory exemption. Subsection (1) (1) (D)
of the 1843 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 Codo.

[RR 345.11

(b) Internal Rerenue Code. Section
101 (6) of the Internal Revenue Code ex-
empts from taxation:

(8) Corporations, and any community
chest, fund, or foundsation, crganized and
operated exclusively for religlous, charitable,
sclentific, literary, or educationnl purposcs,
or for the prevention of cruelty to children
or animals, no part of the net camings of
which inures to the bencflt ¢f any private
shareholder or individual, and no substantial
part of the activities of which Ic canrying on
propaganda, or otherwiss attempting, to in-
fiuence legisiation.

[RR 345.2]

§ 1603.3468 Construction contracis
awarded as a result of competitive dbid-
ding—(a) Statutory exemption. Sub-
section (1) (1) (E) of the 1943 act pro-
vides that it shall not apply to:

(E) any contract with o Dopartment,
awarded a3 g rcsult of competitive bidding,
f6r the construction of any building, struc-
ture, improvement, or focllity.

[RR 346.11
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(b) Interpretation and application of
czemption. (1) The exclusion from re-
negotiation of construction confracts
witl. & Dapartment awarded as a resulf
of competitive bidding applies only to
contracts for the construction of build-
ings, structures, improvements and othsr
similar facilities let to the lowest quali-
fled bidder and which were entered into
after advertisement and for winch hds
have been received from two or more in-
dependent, responsible and qualified con-
tractors in actual competition with each
other. (Sse §1603.355 (c).)

) As used herein ‘*‘advertisement”
shall be interpreted as meaning pub-
lished advertising or such other solicita-~
‘Bon for bids as will open the bidding to
all probable bidders under the circum-
stances of the particular case.

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

(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 furmishing of
materials or supplies or for the lease,
sale or manufacture of machinery or
equipment are not within the scope of
this exemption. In determining whether
o particular contract or subcontract con-
stitutes a contract for the construction
of a building, structure, improvement or
other similar facility or constifuies a
contract for the lease, sale or manufac-
ture of machinery or equpment, the es-
sential character of the performance un-
der the contract will controL..In those
cases where the items to be furmshed
under the contract have a predominantly
prefabricated character at the time of
Installation or assembly, fhe coniract
will ordinarily be regarded as one of sale
or manufacture rather than of “con-
struction” This question anses most
frequently in connection with confracts
for the sale and installation of machin-
ery or equipment where both the furnish-
ing of the machinery or equupment and
its installation are embraced withun a
single coniract. In cases of this char-
acter an undertaking to furmsh the ar-
ticle may be severed from an agreement
to install and an appropnate finding
made as to that portion of the confract
undertaking which mght properly be
exempted. On the other hand, where
an item to ba furnished under a confract
has no substantial existence as such un-
t11 its construction from matenals ab
the site and time of installation so that
the contract in its essence is one of con-
struction as distingmshed from manu-
{facture or sale, the exemption will be
applicable. The essential distinction
does not depend upon whether the ifem
involved does or does nof become parb
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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)) [RR 346.2]

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

(¥) 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 subcon-
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 (1) (4) of the 1943 act, the
exemption measured by renegotiable vol-
ume under subsection (¢) (6) or any
other exemption or exclusion contained
in the 1943 act, are not exempted by this
provision. (See § 1603.348 (e).) [RR
341.21

§ 1603.348 Adnnual receipts under
statutory mmmmum—(a) Statulory pro-
vision. Subsection (¢) (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 fo 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 confrolling 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) (B)) do not
exceed $600,000 and under subcontracts de-
seribed in subsection (a) (5) (B) 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:

(1) The gross receipts or accruals of
the contractor and hs affiliates for his
fiscal year. from subcontracts$ within the
scope of subsection (2) (5) (B) of the
1943 act (that 1s, for services imn 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
m (1) above, must not exceed $500,000.

(2) Affiliate 15 used in this section fo
refer to a person who controls or 1s con-
trolled by or under common control with
the contractor. Total receipts or total
Billings under cost-plus-fixed-fee con-
tracts are included in gross receipts or
accruals in computing the limits referred
to 1n this section.

(3) When the fiscal years of the re-
spective members of the afiiliated 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 bewng considered
for renegotiation, the group had gross

- receipts or accruals 1 excess of the stat-

utory mmmum,

(4) If the confractor meets one of the
conditions referred to in subdivision (1)
hereof but not the other, renegotiation
will be conducted only with respect to
Iis contracts and subcontracts as defined
in subsection (a) (5) (A) of the 1943
act or with respect to his subcontracts
as defined 1n subsection (a) (6) (B) of
the 1943 act, as the case may be, as to
which the condition 1s not met. [RR
348.21

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

(2) In connection with the renego-
tiation of subcontracts referred to in
subsection (a) (8) (B) of the 1943 act,
no determunation of excessive profits
shall be made in an amount greater than
that which, when dedugfed from the
ageregate amount of gross receipts or ac-
cruals referred to i paragraph (b) (1)
(i) of this section will reduce 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 recovenes
from such contractors must not reduce
the combined adjusted sales of the con-
tractors below the mmumum referred to
n this paragraph, [RR 348.3]

(d) Tests of “conirol” In determin-
g 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 gene&'gl
partner who is entitled to maye than 80%
of the profits of a partnership controls
the partnership.

(4) Joint Venture control: A joint
venturer who is entitled to more than
509 of the pxofits of & joint venture con-
trols the joint venture.

(5) Other cases: Actual control is a
question of fact. Whenever 1t is belleved
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. [RR 348.4]1

(e) Subcontracts under coniracts en-
empt under the statutory minimum,
Sales under subcontracts are not exempt
solely because the purchaser 18 s cone
tractor who is exempt because his an-
nual receipts and accruals are under the
statutory minimum, since the exemption
of subsection (1) (1) (¥ of the 1943 act
islimited to subcontracts under contraots
and subcontracts exempt by reason of
subparagraph (1) of paragraph (i} of the

1943 act. (See §1603.347 (b)) I[RR
348.51
SUBPART E—PERMISSIVE EXEMETIONS FROM

RENEGOTIATION

§ 1603.350 Scope of subpart, The
preceding subpart deals with mandatory
exemptions and exclusions from the op-
eration of the Renegotiation Act of 1043,
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 thege
permissive exemptions. [RR 3501

§ 1603.351 Clontracts and subcontracts
to be performed outside of the United
States—(a) Statutory authorify, Sube
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 Untted States or in Alaska,

[RR 351.1]

(b) Exemplion. (1) Each contract or
subcontract to be performed outside the
territorial limits of the continental
United States, outside the ferritories
of Alaska and Hawali, 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;

(1) THat administrative difficulties do
not make impracticable the renegotia<
tion of such contract or subcontract,

(il) That the procurement program of
the United States in forelgn countries
will not be adversely affected by such
renegotiation, and

(iii) That such renegotiation will no$
otherwise be contrary to the interests of
the United States.
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(2) In determmmirig whether the pro-
curement program of the United States
i foreign countries or the interests ¢f
the United States generally will be ad-
versely affected by such renegotiations,
it is considered deswrable that representa~
tives of the Department of State of tHe
United States be consulted, if practiéa-
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. [RR 351.21

§ 1603.352 Contracts and subcontracts
where profits determinable when price
established—(a) Statutory authority.
Subsection (i) (4) of the 1943 act author-
1zes 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 goocds, 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;

[RR 352.11

(b) Ezemption. In the opmnion 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 1s established, and such contracts
and subcontracts are accordingly ex-
empted from the provisions of the Re-
negotiation Act of 1943. (Sce § 1603.335
(a)) For an exemption relating to cer-
tamn contracts and subcontracts mvolv-
g eleciric power, gas, transportation by
railroad, motor vehicle, or air, and com-~
‘munications and subcontracts there-
under, see §1608.842. [RR 352.21

§ 1603.353 When contract provisions
adequate 1o prevent excesswe profits—
(a) Statuiory authority. Subsection (i)
(4) of the 1943 act authonzes the War
Contracts Price Adjustment Board, 1n its
discretion, to exempt from some or all of
the prowvisions of the act

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

[RR 353.11

§ 1603.354 Contracts and subconiracts
for standard commercial articles—(a)
Statutory authority. (1) Subsection (1)
(4) of the 1943 act authorizes the War
Coniracts Price Adjustment Board, in
its discretion, to exempt from some or all
of the provisions of the act

(D) any coniract or subcontract for the
making or furnishing of a standard commer-
cial article, if, in the opinion of the Board,
competitive conditlons aflecting the sale of

No.113—-4

such article are guch as will rcocsnably pro-
tect the Government against exceesive prices;

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

(7) The term “standard commercial ortl-
cle” means an article— N

(4) which is identical in cvery material
respect with an article which twas manufoca-
tured and so0ld, and in general coivilian, in-
dustrial, or commercial uce prior to January
1, 1940,

(B) which is5 fdentical in cvery material ré-
spect with an article which s manufacturcd
and sold, as o competitive product, by more
than one manufacturcr, or which is an artiele
of the same kind and having the same uso
or uses as an article manufactured and cold,
as a competitive product, by more than one
manufacturer, and

(C) for which o maximum price has heen

established and is in efect under the Emer-
gency Price Control Act of 1042, a5 amended,
or under the Act of October 2, 1942, entitled
“An Act to amend the Emergency Price Con-
trol Act of 1842, to aid In proventing infiati{on,
and for other purposes” or which 15 cold at o
price not in excess of the January 1, 1841,
selling price.
An article made fn whole or In part of
substitute materials but otherwice identicat
in every material respeot with the orticle
with which it is compared under subpara~
graphs (A) and (B) shall bo considered oS
identical in every material respect with such
article with which it is co compared.

(3) Subsection () (2) of the 1943 act
provides
(2) The Board is authorized by regulation

to interpret and apply the definl-
tion contained in subzection (a) (7).

[RR 354.11

(b) Inlerpretation and application.
(1) Exemption of standard commercial
articles will be made on the basis of
“griicles” by types or classes and not on
the basls 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 celling 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 slgnificance. The
status of the individual contractor is
more readily dealt with throush renego-
tiation where he can be glven 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 ) (4) (D) can only be made
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where competitive conditions have bheen
such as reasonably to protect the Gov-
ernment against excessive prices end on
the basis of broad national condifions
and considerations and after comvlete
research and developm~=né of the factual
and legal questions mnvolved. [RR 35421

8§ 1603.355 Contracts end subcontracts
when effective competition 1s litely to ex-
ist—(a) Statutory authority. Subszction
() (4) of the 1943 act authonzes the
War Contracts Price Adjustment Bozrd,
in its discretion, to exempt from some or
all of the provisions of the act

(E),.any contract or subcontract, if, in tha
cpinfon of the Board, competitive conditions
affecting the malkinzg of cuch contract.or
cubcontract are cuch o3 are likely to result
In effective compatition with respect to the
contract or subcontract price.

[RR 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 sublect mafter with
which the contract or subcontract 1s 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 opimon of the
Board, not only do competitive conditions
exist, but the competition is such that it
may be presumed fo be effective in the
sense of producing fair and reasonable
prices for the Government and in gener-
ally eliminating excessive profits. [RR
355.21

(¢c) Application -of exemption to con-
struction confracts. The Board has
found that competitive conditions afect-
ing the making of construction confracts
and subcontracts entered into subsequent
to June 30, 1943, were such 2as to resulb
in effective competition with respect to
the contract or subcontract price where
all of the following conditions exast:

(1) 'The contract or subcontract is one
for the construction of buildings, struec-
tures, improvements or other symilar fa-
cilities, Contracts or subcontracts for
the furnishing of materals or supplies
or for the lease or sale of machinery or
equipment are not within the scope of
this exemption. Also see § 1603.346 (b)
for interpretation of mandatory exemp-
tion relating to such construction and
see § 1603.335 (b)

(2) The confract 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 confract
was substantially the same as the work
for which the bids were requested.

(4) Bids were received from fwo or
more responsible and qualified confrac-~
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 nof 1n ex-
cess of the low bid received. [RR 355.31

§1603.356 Subconiracts as to which
it 1s not admimstratively feasivle to de-
termine and segregate profits—(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-
slons of this seotlon, 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-
tles not subject to renegotiation.

[RR 356.1]

(b) Exemption. For an exemption re-
lating to subcontracts under certain con-
tracts and subcontracts mmvolving elec-
tric power, gas, transportation by rail-
road, motor vehicle, or air, and com-
munications, see § 1608.842. [RR 356.21

§ 1603.357 Delegation of authority to
make permissive exemplions. 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 confracts
or subcontracts under such confracts
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).) [RR 357]

§ 1603.358 Requests jfor 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 1s 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 1n writing in quintuplicate and
addressed to the War -Contracts Price
Adjustment Board at the address speci-
fied 1n § 1607.791 (e) and should be sup-
ported by a full statement of facts set-
ting forth the basis for the requested
exemption. [RR 3581

SUBPART F—LIMITATIONS ON COMMENCE-
MENT 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 1n this
subpart. 'The related subject of termi-
nation of all renegotiation under the act

is covered by the succeeding subpart.
[RR 3601

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

(3) No proteeding 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 one year following the close of
such fiscal year, or one year following the
date upon which such statement is so filed,
whichever is the Iater, 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-~
mend.

[RR 3611

§ 1603.362 Commencement of renego-
tiation proceedings. TUnless renegotia-
tion proceedings are commenced either.
(1) within one year after the close of the
fiscal year in which the excessive profits
were received or acerued, or (2) within
one year after the statement requred
under subsection (¢) (5) of the 1943 act
1s filed with the War Coniracts Board,
whichever 1s later, the liability of the
contractor or subcontractor for the fiscal
year mnvolved will be discharged. Under
subsection (¢) (1) of the Renegotiation
Act of 1943 the mailing of notice by reg-
1istered mail of the time and place of a
conference to be held with respect to the
determunation of excessive profits con-
stitutes the commencement of the rene-
gotiation proceeding. I[RR 3621

§ 1603.363 Completion of renegotig-
tion proceedings. Renegotiation must be
completed by the making of an agree-
ment or the entry of an order withan one
year following the commencement of the
renegotiation proceeding, or the liability
of the contractor or subcontractor for
the fiscal year mnvolved 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 Confracts Board of
an order made by a Secrefary of a De-
partment or any officer or agency to
whom his authority in this respect has
been redelegated. Also, the one year pe-~
r10d may be extended by mutual agree-
Jment., [RR 3631

SUBPART G—TERMINATION OF
RENEGOTIATION

§ 1603.370 Scope .of subpart. This
subpart deals with termination of rene-
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gotiation in general under the provisions
of subsection (h) of the Réregotiation
Act of 1943. [RR 370]

§ 1603.371 Statutory provision, (1)
Subsection (h) of the 1943. aot 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 subs
contract the performance of which requires
more than twelve months, or in the case of
any contract, or subcontract with respech
to which the powers of tho Board aro oxor-
cised separately pursuant to subsection (o)
(1) rather than on a fiscal-year basls, the
portion of the profits so derlved which fs
determined by the Board to bo equol to the
same percentage of the total profits so clo-
rived as the percentage of completion of
the contract prior to the termination dnte;
and

(B) in all other cases, the profits so do-
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 Do«
cember 1, 1944, finds and by proclamation
declares that competitive conglitions have not
been restored, such date not later than Juno
30, 1945, as may be specified by the President
in such proclamation £3 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 sutoh
proclamation declares that competitive con-
ditions have been restored;

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

[RR 371]

SUBPART H—COSTS ALLOCABLE AND ALLOW=-
ABLE AGAINST RENEGOTIABLE BUSINLESS

§ 1603.380 Scope of subpart. When
the amount of the contractor’s business
subjectu.to 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 aHowance of such
costs. [RR 3801

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

(B) The term “profits derived from cone
tracts with the Departments and subcons
tracts” means the excess of the amount ro<
celved or accrued under such contracts and
subcontracts over the costs paid or incurred
with respect thereto. Such costs shall bo
determined in accordance with the method of
cost accounting regularly employed by tho
contractor in keeping his books, but if no such
method of cost accounting has been 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 opnion 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 opinlon 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
jtem 1s unreasonable or not properly charge-
able to such contract or subcontract. Not-
withstanding any other provisions of “this
section, gll items estimated to be allowable
as deductions and exclusions under Chapters
1 and 2 E of the Internal Revenue Code (ex~
cluding taxes measured by income) shall, to
the extent allocable to such contracts and
suhcontracts (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.

[RR 381.1]

(b) “Recomputation” of amortization
deduction prior to renegotiation; carry-
overs and carry-backs. Subsection (a)
(4) (C) of the 1943 act provides:

(C) Notwithstanding any of the provisions
of this section to tkhe contrary, no amount
shall be allowed as an item of cost (i) by rea-
son of & recomputation of the amortization
deduction pursuant ‘to section 124 (d) of the
Internal Revenue Code until after such re-
computation has been made in caonnection
with a determination of the taxes imposed by
Chapters 1, 24, 2B, 2D, and. 2E of the Internal
Revenue Code for the fiscal year to which the
excessive profits determined by the renegotia-
tion are attributable or (i) by reason of the
application of a carry-over or carry-back un-
der any circumstances. The absence of such
s recomputation of the amortization deduc-
tions referred to in clause (i) above shall not
constitute a eause for postponipg the making
of an agreement, or the entry of an order,
determinming the amount of excessive profits,
or for staying the elimination thereof.

[RR 381.21

(¢) Renegotiation rebate wnere “re-
computation” of amortization deduction
follows. 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 recomputatlon, 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 portlon of the excesslve
profits deternnned by the renegotiation
which is attributable to the fiscal year with
respect to which a net renegotiation rebate is
claxmed 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 additlonal amor-
tization deduction which is allowed for the
renegotiated year upon the recomputation

made pursuant to cection 124 (d) of the In-
ternnl Revenue Code in connection with the
determination of the taxes for cuch year and
which s sttributablc to contrects with the
Departments and subcontracts, except that
the amount of the gross reneZotlation rebata
shall not excecd the amount of cxzecssive prof-
its eliminated for the rencgotiated year pur-
suant to the renegotiation, Tho allocation of
the additional amortication deduction at-
tributable to contracts with the Dzport-
ments and subcontracts, and the allo-
cation of the additionol arortieation
deduction to the rencgotiated year choll
be determined in accordanca with regulations
prescribed by the Board., There chall thenbe
ascertained the amount of the contractor’s or
subcontractor's Federal tax henefit from the
renegotintion for the renczotiated year, Such
Federal tax benefit chall bz the amount by
which the taxes for the renegotiated yoar un-
der Chapters 1, 24, 2B, 2D, and 25 ¢f tke In-
ternal Revenue Code were deercaced by reason
of omitting from gross income (or by xcacon
of the application of the provisions of cection
3808 (a) of the Internal Revenue Code with
respect to) that portion of the excessive prof-
its for the rencgotinted year which i3 equal to
the amount of the gress renczotiation rebate,
The amount by which the gross renczo-
tiation rcbats for the renegotiated year ex-
ceeds the amount of the contractor’s or
subcontractor's Foderal tax bencfit from the
renegotiation for such year chall be the
amount of the net rencgotintion rebate for
such year.

[RR 38131

(@) 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
bass, according to the method by which
the contractor keeps his books, and will
not be determined on a contract-by-
contract hasis 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 methoad 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 1 the accounting records or in the
reports or statements filed for the pur-
pose of renegotiation, costs shall he
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.
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(3) Taz deductions. Costsallgcableto
renegotiable business shall bz determined
in accordance with the prmeiples seb
forth above. Where the full amount of
an item of cost is 2llocable th rencgo-
table business, it shall bz aelfowed 1 the
amount estimated by the War Contracts
Board, or any agency to which its func-
tions are delegated, to ba allowabie as a
deduction or exclusion under Chaptzrs
1 and 2E of the Internal Revenue Coda.
No such item of cost shall be allowved in
an amount less than or 1n exesss of that
wrhich Is estimated to bz deductible or
excludible from income under the Inter-
nal Revenue Code. Where only 2 poriion
of an item of cost Is allocable to renezo-
tiable business, the War Confracts Board,
or any agency to which its functions have
been delegafed, shall estimate the total
amount allowable to the contractor, as a
deduction or exclusion under Chapfers 1
and 2E of the Internal Revenus Code
and the portion of this estimated amount
which is allgeable to renegotiable busi-
ness in accordance with the prineciples set
forth ahove shall he allowed as a cost of
renegotiable businezs. Where it is clear
that a contractor’s deductions and ex-
clusions under the Internzl Revenue
Code result in allowable costs of rene-
gotiable business which are either high
or low on a2 comparative basis, this cr-
cumstance shall bz considered in connec-
tion with the factor of the “reasonable-
ness of costs” of the contractor and the
determination of the amount of the profit
adjustment to ba required of the confrac-
tor. [RR 38141

§1€03.382 Seclartes, 1wages end other
compensation—(a) Allocglion. Salaries,
wages and other compensation should
be allocated between remezotizble and
non-renegotiable business aceording to
principles established in § 1603.381 (d).
[RR 382.1]

(b) Allowances. (1) TUnder section
23 (a) of the Internal Revenue Code,
salarfes or other compensation for per-
sonal services are allowed to the eztent
found “reasBpable” In determiming
whether any salanes or oiher compen-
sation pald by a contractor to its officers
or employees are unreasonzble, consid-
eration shall be given to the nature of the
work, extent of responsibility, expenence
and effectiveness of the cfficer or em-
ployee, and increases in compensation
since January 1, 1841, Companson
shell be made where possible with the
compaznsation of offlcers or employees in
similar positions in ofher companies
within the particnlar industry. Reason-
ebleness of compensation may be deter-
mined only within broad limits, and
welght shall be miven {o the determmna-
tion by the contractor of the werth fo
it of the services of an cfficer or em-
ployee.

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

(3) Reasonable salares paid fo em-
ployees who are gbsent 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 g 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. [RR 382.21

(c) Wage and salary stabilization.
‘(1) Therenegotiat: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 1ssued pursuant to
sald 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 1ssued regulations covering
that portion of salary stabilization which
is administered by the Commuissioner.

(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 admimstered by such Board.

(5) In any case in which the renego-
tiating agency determunes that there
may have been g 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 1ot allowable under the
Internal Revenue Code will be allowed
as a cost against renegotiable business,
[RR 382.3]

(d) Application of stabilization orders
in renegotiation. For fis¢al 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) Ascited
in § 1608.851, they appear in the-form
contained 1in the amended stabilization
regulations. [RR 38241

(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 lnding arrangement made
in good falth 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 direcfor 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 wiolate the
provision 1n the contracts of any Depart-
ment agdinst 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 busmess” 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 appropnate division of the
other Departments, and, subject to the
provisions of § 1603.381 (d) (2) the com-

-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.) [RR 382.51

(f) Pension, annuity, stock bonus and
profit sharing plans. The policy set out
below will be followed 1 connection with
the allowance as an item of cost against
renegotiable business of payments made
by & 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 confractor 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~
g Department must estimate the
amount of such payments which 1s al-
lowable as a deduction under sections
23 (a) 23 (p) and 165 of the Internal
Revenue Code. The Department will be
gwmided 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 1s made or the
plan must qualify under the provisions
of section 165 of the Internal Revenue
Code. In determuming 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: (@) the plan must imply s per-
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manent as distinguished from o tempo-
rary program; (b) it must not be & sube
terfuge for distribution of proflts; (o) it
must be for the exclusive benefit of em-
ployees; (d) it must be impossible, undor
the trust, to divert the trust property or
income to purposes other than the em-
ployees’ beneflt; (e) it must cover o suf-
flelent number of employees so as to be
non-diseriminatory; and (/) 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 under
the foregoing is not disqualified by the
fact that the employer may be entitled
to receive back amounts whith result
from erroneous actuarial computations,

di1) In any event, the payments on a¢-
count of the plan, to be allowed as do-
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.

(8) Payments made pursuant to any
plan, like any other expense, should he
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. [RR 382.61

§ 1603.383 Amortization and depre<
clation—(a) Allocation. (1) General de-
preciation, maintenance and other such
charges should be allocated between re-
negotiable and non-renegotiable bus{-
ness according to the principles estabe
lished 1n § 1603.381 (d)

(2) Where stand-by facilities are cug«
tomary or necessary to a particular type
of business, the cost of deprecliation,
maintenance, etc. should be allocated
between renegotiable and non-renegotin-
ble business according to the principles
established in § 1603.381 (&)

(3) Statutory amortization on faclli-
ties covered by certificates of necessity
should be allocated between renegotinble
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 fthe 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 1idle status pursuant to written re«
quest of an authorized officlal of a De-
partment may be allocated as a charge
against renegotiable business. (RR
383.11

(b) Accelerated amortization and re-
negotiation rebate. (1) Under section
124 of the Internal Revenue Code, & con-
tractor who has acquired or constructed
with his own funds facilities especlally
adapted for use in war production may,
upon securing & Certificate of Necessity,
amortize their cost over a five-yenr po-
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 Certifioates of
Necessity, Under Executive Order No.
9406, dated December 17, 1943, as amends
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ed by Executive Order No. 9429, dated
March 2, 1944, tlus 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
bass 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 1s prop-
erly allocable to renegotiable business.

(3) ¥ the emergency 1s termunated
during the five-year period; or if the
Secretary of War or the Secretary of the
Navy certifies pursuant to regulations 1s-
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 gmive 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 1n renegotiation shall be made on
account of the increased amortization
deduction referred to in the preceding
subparagraph (3) unless the computation
thereof 1s made by the Bureau of Internal
Revenue, 1n connection with an adjust-
ment of taxes pursuant fo section 124
(@) of the Internal Revenue Code, before
the renegotiation 1s concluded. The De-
partment shall not, however, permit the
absence of such a recomputation of the
amortization deduction to be a cause for
postpomng closing a renegotiation agree-
ment.

(5) Subsgction (a) (4) (D) of the 1943
act provades for payment of a renegotia-
tion rebate to the contractor in 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 compluitation 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
nafional defense. Itiscontemplated that
upon the issuance of such regulations,
instructions will be 1ssued hereunder for
the computation and granting of the
renegotiation rebate. [RR 383.21

(¢) Depreciation. (1) War facilities
not covered by Certificates of Necessity,
representing permanent capital additions
for the manufacture of war products or
materials, are depreciated 1n 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 equupment at lngher than
ordinary rates when, because of its use
for extraordinary consecutive periods of

day and night shifts, or other circum-
stances, it is concluded that such higher
rates would be allowable under the In-
ternal Revenue Code. [RR 383,31

§1603.384 Conversion to war produc-
tion. The full amount of costs of con-
verting facilities to war preduction 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
whach it is incurred to the extent allo-
cable to renegotiable business. This does
not include losses on commerclal inven-
tory wihuch has become unsalable as a
result of wartime regulations or loss of
market, for such losses are not properly
allgcable to renegotiable business. [RR
384]

§1603.385 Losses—(a) Cosls or losses
on non-war venlures. Losses gnd costs
mmcwrred in connection with business
activities or ventures not connected with
renegotiable business will be charged
against such business activitles or ven-
tures and not to renegotiable business.
[RR 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 milf-
tary or naval operations by the United
States or any other country engased 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 prin-
ciples such loss is chargeable against the
performance of renegotiable contracts
or subcontracts. [RR 385.2]1

(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 g 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 losses 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. [RR 385.3]

§1603.386 Interest—(a) Allocation.
(1) All interest on borrowed funds should
be allocated between renesotiable and
non-renegotiable business according to
the principles established in § 1603.381
Q).

(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.
‘[RR 386.11

(b) Allowance. Interest on borrowed
capital is deductible under the Internal
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Revenue Code and will, fherefore, be
allowed in renegotiation to the extent
allocable to renegotiable business. I[RR
386.21

§ 1603.387 Advertising expenses—(a)
Allocation. Advertising costs should be
allocated between renegotiable and non-
renegotiable business according to the
principles established in § 1603.381 (d
[RR 387.11

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

To k2 deductible, advertising expenditures
must b2 ordinary and necessary and bear 2
Yeaconable relation to the businecss activitles
in vihich the enterprice is engaged. The Bu-
reau rceoznizes that advertising Is a necessary
and legitimate business ezpense so long as it
15 not carrfed to an unreasonable extent or
do23 not become an attempt to avold proper
tax payments,

Tae Bureau realizes that it may ke neces-
cary for taxpayers now enzaged in war pro-
duction to malntain through advertising,
thelr trode names erd the Hnowledse of the
quallty of thelr preducts and good vrill buils
up over past years, so that when they re-
turn to peacetime production their names
and the quallty of thelr products will ke
Enown to the public.

In determining vihether such expenditures
are allowable, cognizance will be taken of
(1) the size of the business, (2) the amount
of prior advertising budgets, (3) the public
patronage reaconably to be expacted In the
future, (4) the Increaszd cost of the ele-
ments entering into the total of advertising
espenditures, (5) the infroduction of new
products and added lnes; and (6) buying
hablits necessitated by war restrictions by
priorities, and by the unavailability of many
of the raw materials formerly fabricated into
the adverticed preducts.

Reaconable expences Incurred by companies
in cdvertising and advertising techrique to
epeed the war effort among their own em-
ployecs, and to cut down accldents and un-
neeescary absences and ineficlency, will ke
allewed o5 deductions. Also reasonable ex-
penditures for adverticements, inctuding the
promotion of Government objectives in war-
time, such as conscrvation, salvaze, or the sale
of War Esnds, which are signed by the adver-
tigor, will be deductible provided they are
reaconcble and are not made In an attempt
16 avold 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 products-of
2 character different from those fur-
nished under renegotiable contracts or
subcontracts should nof ordinarily bz
allocated as a cost aganst renegotiable
business. However, where a normal
volume of peacetime products have been
wholly or partly replaced by war prod-
ucts, an amount of preduct advertising
not inconsistent with the past practice
of the business may be considered as es-
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sentially institutional advertisimmg de-
signed to keep an advertiser's name or
the identity of lius peacetime products
hefore the public and so subject to allo-
cation agamnst 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 relationship hetween
advertising costs and sales in present
and past periods should -be consdered
and a determination raade as to whether
or not the total advertising costs are
reasonable and proper under the circum-
stances. [RR 387.2]

§1603.388 Other costs, expenses and
reserves—(a) Patentroyalties. (1)
‘When in renegotiation, a contractor has
included substantial amounts in costs for
royalties, paid or payable under patent
Hcenses, the Departments will determine
whether any action has been taken, or
{s 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 ng the rates and
amounts of royalties to be paid under a
license agreement has no legal effect
retroactively. The order applies only to
xpyalties payable to the licemsor after
the effective date of the notice under
the statute, wlether or not accruing be-
fore or affer the date, and does not and
cannot require the refund of any royal-
ties which have been paid prior thereto.

(3) In determining excessive profits of
8 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 renegotigtion for royalties
paid or aceruing during that period in
excess of the rates or amounts fixed in
the-order.

(4) In renegotiation with a license for
8 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 1n
one where no action under the-Royalty
Adjustiment 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 mto
at arm’s length-or without a full gis-
closure of nteresf, or in bad faith,
should be disallowed as an item of cost
if it 1s not an “ordinary and necessary”
business expense within the meaaing of
section 23 (a) of the Internal Revenue
Code. Particular attention should be

given to any relationship or affiliation to
the Hcensor; for example where the li-
censor was g 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 determining excessive profits
of a licensor under the renegotiation
statute, where the licensor sells the pat-
ented article 1n competition with like ar-
ticles sold by others under license from
the licensor, the licensor will not include
in s costs any development charges ex-
cept such amortization and developmeng
expenses as, it is estimated, are allowable
as deductions under the Infernal Rev-
enue Code, even though the obligation
to pay the royalties requires his licensees
to charge a higher price for the compet-
mg 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 1n 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 renegofiation. In
deciding this question as to any particu-
lar patent, the Departments should con-
sider the extent to which the products
igld involve the use of the invention or

ventions covered by the patent, and as
& general rule it should appear that the

)atent has not expired, that no final ad-
udication has been made by a court of
compefent jurisdiction holding the pat-
ent invalid, and that 1t is not in fact
the property of the licensee. [RR 388.1]

(b) Corporate charitable contribu-
tions. Contributions of the character
described 1n section 23 (q) of the Internal
Revenue Code by a corporation will, to
the extent allocable, be allowed as an
expense against renegofiable business if
such contfibutions are allowable as de-
ductions in the fiscal year concerned for
Federal income tax purposes under sec-
tion 23 (@) [RR 388.2]

(¢) Cost allowance in connection with
raw materiwals, Reference 1s made
to §1603.344 (c) and (d) for & 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. [RR
388.31

§ 1603.389 State :ncome taxes—(a) In
general. Under subsection (a) (4 (B)
of the 1943 act, taxes measured by in-
come cannot he allowed as items of cost
for purposes of renegotiation. How-
ever,this subsection provides specifically
that 1n determining the amount of ex-
cessive profits to be eliminated, proper
adjustment shall be made on sccount of
the taxes measured by income (other
than Federal taxes) so excluded, which
are afttributable 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 15 payable because of the-inclu-
sion m income of the non-excessive re-
negotiable profits. Such taxes are here-
in referred to generally as “State income
taxes” although actually they may not
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be called “ncome taxes” and although
they may be imposed by a political sub-
division other than a State. [RR 389.11

(b) Adjustment for State tax tmposed
at a “flat rate” (1) The amount of un~
adjusted excessive profits, without con«
sideration of any State income taXx, 18
first determined. This amount is then
deducted from renegotishle profits to ob=
‘tamn the amount of non-excessive re-
negotiable profits. The State income tax
attributable to such non-excessive ree
negotiable profits is comptited and this
amount is deducted from the unadjusted
excessive profits. The remainder cone-
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 3806 of the
Internal Revenue Code. (See § 1604.440
and following.) If the contractor hes &
loss on non-renegotiable business, the
unadjusted excessive profits will he de«
ducted from the total profits (ncluding
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 example seb
forth in the reports of the House Com-
mittee on Ways and Means and the Sen-
ate Committee on Finance in dealing
wigh subsection (a) (4) (B) of the 1943
act; -

For exemple, if the amount due on w
contract is $1,000 and tho cost 1s 9800, tho
profit before adjustment for such tax is 8200,
Suppose that of the $200 profit, £00 1s cone
sldered excessive before adjustment for tho
State tax. If In such case the Stato incomo
tax on the remaining $110 ts 811, then tho
$11 1s to be applied against the £90, reducmg
to $79 the amount of excessive profits to b
eliminated.

(3) The amount of unadjusted exced«
sive profits (1. e. before the adjustment
for State income tax) will be g “rounded”
figure, but after the tax attributeble 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 elimmated. [RR 389.21

(¢) Adjustment for graduated Stale
iaxz. If the State income tax is imposed
ab graduated rates as distinguished from
a “flat 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 proflts, 1s
determined. The unadjusted excessive
profits are deducted from stich total prof-
its ta obtain the contractor’s tentative
retained profits. The unadjusted esxces-
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 rotlo
to the tax computed in subparagraph (2)
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above as the amount of nop-excessive
renegotiable profits bears to the tentative
retained profits.

(4) The tax attributable to the non-
excessive renegotiable profits computed
1n subparagraph (3) is deducted from the
unadjusted excessive profits to obtain the
amount of excessive profits to be elim-
mated.

(5) If the coniractor 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 retzined profits
determined as provided in subparagraph
(1) above. [RR 389.31

(d) Muitiple State income tazes. If
the contractor 1s doing busiess 1n 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 deterrmnation of the tax attrib-
utable to the non-excessive renegotiable
profits imposed by each State, if such a
computation is feasible. I 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 attributable to each
State, if no more accurate method is
available. If all such taxes are imposed
at flat rates, a composite rate may be
obtained by dinading total State income
taxes by total profits, and this composite
rate may be applied to the non-excessive
renegotiable profits. [RR 389.4]

(e) State income tax measured by -
come for preceding year Insome States,
the tax 1s measured by the income for the
yvear subject to renegotiation buf 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 imncome subject to rene-
gotiation were in fact a liability for the
year subject to renegotiation. [RR 389.5]

) Adjustment for Staie income lax
of contractor operaiing as a parinership
or sole proprietorshap. (1) A contrac-
tor domng busmness as a partnership or
sole proprietorship 1s 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 tazes at-
tributable to each partner’s share of
non-excessive renegotiable profits.

(2) Normally the State income tax is
mmposed upon individuals on a graduated
basis. Reference is therefore made to
paragraph (¢) of this section.

(3) If a contractor 1s a partnership or
sole proprietership and 1s subjected to an
umncorporated 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”
1s made 1n 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 allowanca”
will also be deducted before calculating
any such unincorporated business tax ad-
justment. [RR 389.6]

ParT 1604—DETERMINATION AND ELndg-
NATION OF EXCESSIVE PROFITS

Part 1604 governing determination and
climination of excessive profits is added,
as set forth below.

SUBPART A-—FRINCIPLES AND FACTOS NIV DETER-
See LUNING EXCISSIVE PROVITS

1604.401, Scope of subpart.
1604402 General conslderations.
(a) General approach,
(b) General objectives.
(c) Process of rencgotiation.
1604.403 Speclfic considerations.
(a) Profits before taxes.
(b) Separation of fixed-price and other
specinl fee contracts,
(c) Comparicons.
(d) Factors considered.
(e) Blgnificance of cettlements for prior

years.

(1) Reserves ageinst possible renegotia-
tion refunds.

1604.404 Computing margins of profit.

1604405 Overextended contractors,

1604.406 Minimum refund,

1604.407 Cost-plus-fixed-fea contracts.

(a) Policy.

(b) Procedure.

(c) Treatment of disallowed costs and
adjustment of fees.

(d) Profit margins,

1604.408 Factors requiring consideration.

16024409 General policy.

1604.410 Efilclency of contractor.

(a) Statutory provision,
(b) Comment.
1604.411 Recaconnbleness of
profits.
(a) Statutory provision,
(b) Comment.

1604412 Capital employed.
(a) Statutory provision,
{b) Comment.

1604.413 Extent of risk ccsumed.

(a) Statutory provision.
(b) Comment.
1604.414 Contribution to the war cfiort.
(a) Statutory provislon.
(b) Comment.
1604415 Character of business,
(a) Statutory provision.
{b) Comment.
1604.416 Additional factors.
(a) Statutory provision.
(b) Factors provided by regulations.

SUBPART D—DRECOVERY OF EXCECSIVE FLOFITS
ALREADY REALIZED

1604420 Scope of subpart.
1604421 Statutory provision.
1604422 Recovery by voluntary repavment.
{a) In general.
(b) Time of repayment, general rule.
{c) Relation to income tax payments.
(d) Interest.
(e) Repayment by credit memoranda,
(1) Tax anticlpation notes not acceptable.
(g) Authority to enferce payment.
1604423 Withholding a3 8 methed of re-
covery.
1604424 Repayment of excessive profits
determined by order.

SUBPART C—PRICE REDUCTIONS ¥OQ FUIURE
LELIVERICS

1604.430 Scope of subpart.

1604431 Statutory references.

1604432 Necessity for future pricing in re-
negotiation.

costs  and
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geo.
1604.433 General policy on price reductions
for future dellverles.
1604434 Datermination of amounts of price
reductions.
1604435 Reductions not final.
1604.436 Performanca of agreement fo
reduce prices.
SUDPART D—DENEGOTIATION AND TAXLS
1604440 Scope of subpart.
1604.441 Statutory provisions.
{a) Subzection (c) (2) of the 1943 act.
(b) Scction 3208 of the Internal Revenue
Cade.
1604442 Renezotiation after filing of Fed-
oral taxz returns.
{a) Allowance of credit for Federal taxes.
(b) Computation of credlt for Federal
taxes.
(c) Federal tax credit of Individuals under
Current Tax Payment Act.
(d) Dztermination of Federal tax credit
for partnerships.
1604.443 Renezotiation prior to filing of
Federal tax returns.
(a) Exclusion of excessive profits from

returns.
(b) Effect of tentative tax return.
1604444 Speclal allocations of excessive
profits elimination required for Federal
tax purposes. %

SUDPART A—FPRINCIPLES AND FACTIORS II¥ DE-
TERMINING EXCESSIVE FROFIT

§ 1604.401 Scope of subpart. This
subpart deals with general principles to
be applied and certain factors which are
specified in the act to be considered in
the determination of excessaive profits
under the terms of the act. [RR 4011

§ 1604.402 General considerations—
(a) General approach. (1) Under war
conditiorfs 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 i-
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 acqure 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 priczs paid for them.
Control of price and profit through re-
negotiation is a general substitute for
the pressure of competifion on pnees
and profits in peacetime, which 1s largely
eliminated in a war economy when the
demand for war.goods greatly exceeds
the available supply.

(2) Sound pricing in many nstances
was difficult or impossible under the com-
plcations of such a vast and diversified
volume of purchasing in terms of mndi-
vidual contracis. Renezotiation 1s m-
tended to insure that prices charged for
war products include 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 periocd have bzen estab-
lshed.

(3) Renegotiation is in effect an over-
all repricing, in which the contractor has
the advantage of combinng, 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 haye 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 cosfs
and subsequent reductions in prices.

(5) The Renepgotiation Act contem-
plates the elimination of excessive profits
from war production primarily through
voluntary agreements between the con-
tractor and the Government. It 1s in-
tended that a just and reasonable war-
time profit be allowed. It 1s 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,
eficiency, invested capital, risks assumed
and other contributions to the prosecu-
tion of the war. However, it should be
recognized that the wespons and war
goods which the nation needs should be
produced at a modest profit. [RR 402.13

() General objectives.
objectives mn renegotiation are briefly
as follows:

(1) To elimmate 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) 'Tonduce reductions in prices and
costs.

(4) 'To reward efficiency and stimulate
production,

(5) To encourage prompt adjustment
to a reasonable price basis wher produc-
tlon experience indicates the original
prxce]basis was unreasonably high. [RR
402.2

(¢) Process of renegotiation. Inmak-
ing renegotiation determinations, the
Departments and their representatives
shall apply the followmng general
principles:

(1) All of the information necessary
to a sound and supportable determma-
tion shall be obtained,

(2) The contractor shall be given an
opportunity to develop and present what-
ever information 1s available to him
which he may consider pertinent o the
determunation.

(3) Requests for additional mforma-
tion and the number of meetings held
with the contractor or his representa-
tives shall be held to a munimum.

(4) Financial and factual informa-
tion is to be reviewed with the con-
tractor and s agreement to its ac-
curacy obtained whenever possible.

(6) The contractor 1s to be given
every possible assistance and all neces-
sary information with respect to the
technical requirements of renegotiation,

‘The general,

the Renegotiation Act and the Renego-
tiation Regulations.

(6) The facts and conclusions with
réspect to the contractor’s business are
to be fully developed before a determina-
tion of excessive profits.

(' 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. [RR 402.31

§ 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 mcome. Profit mar-
gins on war coniracts should noft be
increased or maintained at a hgh level
1 order to offset hugher taxes. To per-
mit such a practice would nullify the
mtent of Congress as expressed in the
Revenue Act. [RR 403.11

(b) Separation of fized-price and
other special fee coniracts. Cost-plus-
fized-fee and other special fee contracts
of 4 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.) [RR 403.2]1

(c) Comparisons. In evaluating o
contractor’s performance, compearisons
should be made with the prices, costs
and profits of other contractors engaged
1n the production of the same -or sumilar
products or using the same or similar
processes. [RR 403.31

(d) Factors considered. 'The factors
requured to be given consideration are
stated 1n §§ 1604.408 through 1604.416.
[RR 403.4]

(e) Significance of settlements for
pror 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 heing renegotiated are fo 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 ciréum-
stances of that period. -

(2) Loss of 1942 exempt volume of
sales should not be compensated for by
an increase i the profit margin on re-
negotiable sales. [RR 403.5]1

(f) Reserves against possible renego-
tiation refunds. It is recognized that
sound accounting principles may make
it desirable for contractors to establish
reserves  agamst possible renegotiation
refunds, but that the amount of reserves
established in individual situations will
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§ 1604.404 Computing marging of
profit. In computing the margin of
profit a contractor receives on his renc-
gotiable business or sales after making
a refund, the amount of the refund is
always deducted from the renegotiable
busmess or sales as well as from the
profit thereon. [RR 404]

§ 1604.405 Owverextended coniraoctors.
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 distine
guished. A contractor should not be al-
lowed td retan 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. [RR 405]

§ 1604.406 Minimum refund. No re<
fund of excessive profits should, in the
absence of unusual circumstances, bé re-
quired in an amount less than $10,000
after credit for the adjustment for State
mcome taxes (see § 1603.389) [RR 4061

§ 1604.407 Cost-plus-fixed-fee cone
tracts—(a) Policy. Cost-plus-fixed-fee
contracts are to be considered separately
from fixed-price contracts, Paragraphs
(1 (¢) and (d) of this section refer to
supply contracts, [RR 407.1]

(b) Procedure. In renepotinting 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 prog-
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 flscal year
under renegotiation should be set forth.

(4) The factors referred to in § 1604.408
and following should be considered. [RR
407.21

(¢c) Treatment of disallowed costs and
adjistment of fees. (1) Disallowances

vary widely depending upon the policy~ ©f costs under cost-plus-fixed-fee con-

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 1n renegotiation. The rene-
gotiating agencies will recognize that
conservative practice may result in set-
ting up such reserves mn excess of the
anticipated liability and will not directly
or iwndirectly penalize a contractor for
such action. [RR '403.6]1

tracts made 1n 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 mcurred 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 1n 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 1s based.

(4) The resuliant 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 coniracts for the purpose of
determining whether or not the fee re-
sult 1s consistent with that intended when
the contract or contracts were entered
mto. [RR 407.3]

(d) Profit 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 siumilar circum-
stances.

(2) If there has been a reduction of
costs below the estimated costs on which
the fee was based and it 1s clearly dem-~
onstrated that such reduction of costs
1s attributable to the contractor’s own
efforts, the fee should not be reduced
merely because of this reduction in costs.
‘The fees recewved under a cost-plus-
fizxed-fee contract should have a reason-
able relationship to the services per-
formed by the contractor. [RR 407.4]1

§ 1604.408 Factors requiring CON~
sideration. The Renegotiation Act of
1943 specifies factors which. must be
taken into consideration mn determining
excessive profits and requires the con-
sideration of additional factors when
published in the regulations of the War
Contracts Board. [RR 4081

§ 1604.409 General policy. Reason-
able profits 1n 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 g 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 g rela-
tively more favorable determunation 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 establishéd
facts, analyses and appropriate compari-
sons which clearly demonstrate their
validity. [RR 409]

§ 1604.410 Efiiciency of contractor—
(a) Statuiory provision. Subsection (a)
(4) (A) of the Renegotiation Act of 1943
provideg that 1 determining excessive
prciits there shall be taken into con-
sideration the rollowing factor:

No.113—5

(1) efiiclency of contractor, with particu-
lar regard to attalnment of quantity and
quality productlon,.reduction of costs and
economy in the use of materlals, factlities,
and manpower.

[RR 410.11

(b) Comment. Consideration isto be
given to the contractor’s record for efil-
ciency or lack of efficiency in operations
with particular attention to the follow-
mng:

(1) The quantity of production; for
example, in relation to avaflable physi-
cal facilities; the meeting of preduction
schedules; the expansion of facilities;
the maximum use of available produc-
tion facilities.

(2) The quality of production; for
example, thé record of maintenance of
standards of quality* the rejection rec-
ord; reported mechanical or other diffi-
culties 1n 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 pald 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, facilitles and manpower; for
example, the decrease in quantity of
materials used in relation to preduction
and the number of employees in relation
to production; the substitution of non-
critical materials for critical materials;
the reduction of waste. [RR 410.2]

§ 1604.411 Reasonableness of costs
and orofits—(a) Stalutory sprovision.
Subsection (a) (4) (A) of the Renego-
tiation Act of 1943 provides that in
determining excessive profits there shall
lfze %aken into consideration the following
actor:

(i) reaconablencss of cests and profits,
with particular regard to volume of produc-
tion, normal pre-war earnings, and come
parison of war and peacetime products,

[RR 411.11

(b) Comment. (1) Conslderation 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 efilciency in
management, are especlally significant
and should receive favorable considera-
tion.
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(2) Consideration should be mven to
the corresponding profits in pre-war base
years of the contractor and for the mn-
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 perntod. 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 m
character between war and peacetime
preducts. The confractor’s peacetime
profits will be of greater sigmificance
where there is little change 1n the prod-
uct or manufacturing process s;mce ine
base years. The rate of profit made on
peacetime business is not of itself a basis
for profits to be made on war confracts.
It should not be assumed that under war
conditions a contractor is entitled fo as
great a margin of profit as that obtained
under competitive conditions in normal
times.

(3) Consideration 1s to be gaven to the
effect of volume on costs and profits.
Increased volume usually serves fo re-
duce average unit costs and increase
profits accordingly. Where the volume
has bzen 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 tyne of business,
the varying characteristics of the several
classes of business should bz taken into
consideration. [RR 41121

§1604.412 Canital employed—(2)
Statutory provision. Subsection (a) (4)
(A) of the Renegotiation Act of 1943 pro-
vides that in determining excessive
profits there shall bz taken into con-
slderation the following factor:

(1) amount ond scurce of public and
private capital employed and net worth.

[RR 412.11

(b) Comment. Consideration is fo be
given to the amount and source of capital
employed: This should include estab-
lishinz and considering the provortion
of plant or equipment or materials sup-
plied by Government agencies or other
contractors; the amount of production
from plant and equipmenft furmshed by
the Government or others; the amount
and proportion of investment covered
by Certificates of Necessify the amount
of private capital at the bezmnming of
the year; the extent and source of addi-
tional investment during the year in fized
assets; and loans, advances or Govern-
ment guarantees. The relationship of
the profit realized .bzfore and after re-
nezotiation from the use of capital to
the value thereof at the bezinning of the
year should be used as a check to de-
termine the refurn baing realized on
such investment. A contractor using
his own capital is generally entifled 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 theé
Government, the contractor’s contribu-
tion tends to become one of management
only and the profit margin should be con-
sidered accordingly. [RR 412.2]

§ 1604.413 Extent of risk assumed—
(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-
sideration the following factor:

(iv) extent of risk assumed, including the
risk incident to reasonable pricing policies,

[RR 413.1]

(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” 1n quantities;
guarantees of quality and performance
of the product; and such other risks as
may he 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 lis
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 Pricing policy resulfs 1n substan-
tially excessive profits. The contractor
who maintains low cost and only a rea-
sonable margin of profit 1s subjected to
the risks normally mcident to the per-
formance 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 been 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 mnsks that may
have justified liberal prices earlier, re-
negofiation 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 ths
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 actuslly
lower than those of competitors are a
favorable fact, it should be recogmzed
that a low profit margin may he 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 busmess-mvolved physical and
other adjustments which will create sub-
stantial problems in & 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
mncreased risk mcident to such contrac-
tor’s entry into war business as com-
pared with other contractors who do not
have similar risks 1s to be given consid-
eration. ‘[RR 413.2]

§ 1604.414 Contribution to the war ef-
fort—(a) Statutory promsion. Supsec-
tion (a) (4) (A) of the Renegotiation
Act of 1943 provides that in determming
excess profits there shall be taken into
consideration the followimng factor:

(v) nature and extent of contribution to
the war effort, including iaventive and de-
velopmental contribution and cooperation
with the Government and other contractors
in supplying technical assistance.

[RR 414.11

(b) Comment. Consideration is to be
given to the nature and extent of the
contractor’s contribution to the war ef-
fort. Igvorable considerafion for unu-
sual contributions should begin at & mgh
level of performence. Experimental and
developmental work of high value to the
wax- 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 developmg and sup-
plying technmical assistance to alternative
or competitive sources of supply 1s a fact
which should be given favorable con-
sideration and the effect of such sharing
of knowledge on the confractor’s future
peacetime business should also be taken
into account. [RR 414.2]

§ 1604.4156 Character of bustness—(a)
Statutory provision. 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-

(vi) character of business, including com-~
plexity of manufacturing technique, char-

acter and extent of subcontracting, and rate
of turn-over,

[RR 415.1] -

(b) Comment. (1) Consideration is
to be given to the character of the busi-
ness 'of the contractor. The manufac~
turmg 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-
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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 o
lower turnover than companies acting
primearily 1n an assembly capacity. The
work done by & contractor who subcon-
tracts o 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
1n costs is usually significant. The 1¢la-
tive complexity of the manufacturing
techmgque and the relative integration of
the manufacturing process are the baslo
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 hag merely
subconiracted certain parts of lis pro-
duction requirements. The contribution
made by a contractor with respect to
organizing the volume of his business
produced by subcontractors, verles 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 turnovér may indicate more
complete integration in production or be
related to the type of product and nature
of the manufacturing process. Highrate
of turnover may indicate relatively
smaller manufacturing contribution or
by comparison with other manufacturers
of similar products o relatively greater
efficiency. [RR 415.2]

§ 1604416 Additional  faclors—(a)
Statutory promsion., Subsection () (4)
(4) of the Renegotiation Act of 1943
provides that in determining excessivo
profits there shall be taken into con-
sideration the following factor:

(vil) such other factors the considera~
tion of which.the public interest and falr
and equifable dealing may require, which
factors shall be published in tho xegulae
tions of the Board from time to time ag
adopted.

[RR 416.11

(h) Factors provided by regulations.
No additional factors have been adopted
by the War Contracts Board as, in its
opnion, 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. [RR 416.2]

SUBPART B—RECOVERY OF EXCESSIVE PROFITS
ALREADY REALIZED

§ 1604.420 Scope of subpast. This
subpart deals with the repayment of
excessive profits already realized. Sub-
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part C deals with the elimnation of
excessive profits through voluntary
agreement to reduce prices on deliveries
to be made 1n the future. Subpart D
deals with the allowance of the tax credit
to which the contractor 1s entitled under
section 3808 of the Internal Revenue
Code. [RR 420]

§ 1604.421 Statutory provision. Sub-
section (¢) (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 Board shall forthwith authorize and
direct the Secretaries or any of them to
eliminate such excessive profits (A) by re-
ductions in the amounts otheryise 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 1s deemed desirable. Actions on behalf of
the United States may be brought in the
appropriate courts of the United States 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 pald to the contractor from
appropriations from the Tr 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
agamst 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 sectién
3806 of the Internal Revenue Code. For the
purposes of this paragraph the term “con-
tractor” includes a subcontractor,

[RR 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 1n a single payment or in install-
ments as the agreement may provide.
[RR 422.1]1

(b) Time of repayment; general rule.
(1) Generally, when excessive profits are
eliminated by installment payments, the
finel installment must be paid not later
than the end of the fiscal year followmng
that to which the renegotiation relates,

-

or within 30 days aftcr the exceution and
iietuvery of the agreement, whichever is
ater,

(2) If, in the opinion of the Dezpart-
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 he arranged so
that there is no contravention of prin-
ciple stated in paragraph (¢) with re-
spect to income tax payments. [RR
422.21 e

(c) Relation 1o mcome 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. [RR 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 (b). [RR 4224}

(e) Repaymenpt by credil memoranda.
The elimination of excessive profits may,
but only if the renegotiation asreement
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
agawmst specified existing prime contracts
i 2 sum not in excess of the amounts
then unpaid thereon. [RR 422.5]1

(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
Serfes 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. [RR 422.6]

(g) Authority to enjorce payment.
The authority to enforce payment is
dealt with in §§ 1604.421, 1606.626 (a)
and 1608.821 (a). See also §1604.423
below.) [RR 422.71

§ 1604423 Withholding as a method
of recovery. (a) In & proper case, ex-
cessive profits may be eliminated by the
withholding of the amount of excessive
profits from amounts otherwise due to
& contractor or by directing a contractor
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to withhold for the account of the United
States amounts otherwisz due to a sub-
confractor. .,

(b) Withholding on subcontracis will
be effected by a contractor or subcon-
tractor upon a direction 1ssued by a Szc-
retary of a Department or pursuant fo
his authority. The contractor should
make payment to his subcontractor in
accordance with the terms of the sub-
contract until otherwse so directed.
The 1943 act indemnifizs any confractor
or subconfractor against all claims under
any subcontractor for an amount with-
held pursuant to such a direction. Any
amount so withheld by a confractor or
subcontractor shall be held by him for
the account of the Unifed Sfates and
shall be paild over to a Department upon
a direction issued by or pursuant to the
authority of a Sacrefary of a Dapart-
ment.

(c) Action to withhold under con-
tracts and subcontracts may be faken
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. [RR 4231
§1604.424 Repayment of excesswe
profits determined by order. The elimi-

nation of excessive profits determined
by order is dealt with in §1605.626.
[RR 424]

SUBPART C—PRICE REDUCTIIONS FOR FUIURE
DELIVERIES

§1604.430 Scope of subpart. This
subpart deals with fufure repricing and
its relationship to renegotiation. IRR
4301

§ 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 (¢) (1)
of the 1943 act conferring the potwer fo
renegotiate only with respect to “amounts
recelved or accrued.” This section mn
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, szction 403 (¢) (1)
providing that any renegotfiation agree-
ment may, ‘“with the consenf of the con-
tractor or subconiractor, also include
provisfons with respect to the elimina-
tion of excessive profits likely fo be re-
ceived or accrued.”

(¢) The authority fo compel repricing
of war contracts is now contained in Title
VI, section 801 of the Revenue Act of
1943. Thereunder, when the Sscretary
of a Department deems prices unreason-
able or unfair, whether under existing
asreements or with respect to prospective
procurement, he may by order fix the
price to be paid and ofher 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 figed, the Pres:i-
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.)-
[RR 4311

§ 1604.432 Necessity for future pric-
ing wn 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 1s 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 he
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
fajlure 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. [RR 432]

§ 1604.433 General policy on price re-
ductions for future deliverics. (a) The
reduction of excessive prices for future
deliveries 1s 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 currenf 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 operatetl throughout the
year. on prices which include only a
reasonable profit. (See § 1604.411.)
[RR 4331

§ 1604.434 Deternunation of amounts
of price reduttion. In general an at-
tempt should be made to reduce the
prices for future deliveries sufficiently
to avoid the future realization by & 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 from
aveailable current cost and price data.
[RR 4341

§ 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 &
final determunation under the act and
do not operate as a clearance for those
prices or for the succeeding period.
[RR 4351

§ 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
8 previous year will be given substantigl
weight in the renegotiation determina-
tion of the current year, [RR 4361

SUBPART D—RENEGOTIATION AND TAXES

§1604.440 Scope of subpart. This
subpart deals with the effect of renego-
tiation upon & contractor’s Federal in-
come and excess profits taxes., I[RR
4401

§ 1604441 Statutory provisions—(a)
Subsection (¢) (2) of the 1943 act.
Subsection () (2) of the 1943 act pro-
vades 1n 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 3806.0f
the Internal Revenue Code.

[RR 441.11

(b) Section 3806 of the Internal Rev-
enue Code. Sertion 3806 of the Internal
Revenue Code 1s set forth in § 1608.802,
This section requires, as a general rule,
that the amount of a confractor’s Fed-
eral mncome and excess profits taxes,
which have been assessed for a prior
taxable year .1n respect of excessive
profits realized in such year, be allowed
as a credit agamnst the total excessive
profits to be elimmated. By reason of
the amendments to section 3806 made by
section 701 (¢) of the Revenue Act of
1943, it also provides special rules cover-
ing the allowance of tax credits aganst
excessive profits to be eliminated for tax-
able years beginnming in 1942 1n cases in-
volviig indivaduals who are sub)ect to
the Current Tax Payment Act of 1943.
[RR 441.2]

§ 1604.442 Renegotiation after filing
of Federal tax returns—(a) Allowance
of credit for Federal taxes. (1) The al-
lowance of a credit for Federal taxes is
provided 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 1 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, 1s 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 taxable
gross and net income and the amounts
of tax and postwar credit are made by
the Bureau of Internal Revenue aftey
tax credits have been allowed, Any sub-

i
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sequent changes in the contractor’s net
income or tax liabilities are based upon
these adjusted figures. Amended re-
turns are not to be flled. 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-.
cesstve profits had been repaid to the
Government prior to the filing of the Ped«
eral tax returns and no Federal taxes
had been assessed thereon. [RR 442,11

(b) Computation of credit for Federal
{axes. (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
1n Charge of the Division of the Bureau
of Internal Revenue where the contractor
filed its tax return for the fiscal year
involved. Porms for requesting coms-
putation of the credit appeaxr 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 aré 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 coples of the
returns., It usually requires at least
six months after filing, for a return to
reach the office of the Internal Revenue
Agent in 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, coples 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. [RR 44221
(¢) Federal tax credit of individuals
under Current Tax Payment Act. (1)
Under the Current Tax Payment Act of
1943; there is only one tax lability
with respect to the income of individualy
for 1942 and 1943, and this tax liability
1s determined on the basis of the return
for 1943. Accordingly, the tax credit al-
Towable to individuals in such cases will
not be the decrease in the tax for tho
particular year which is renegotiated, but
the decrease in the total tax for 1943
which results from the elimination of ex
fgzgive profits realized in 1942 or in
(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 lability for 1943, as
shown on his return for 1943, or his total
payments on account of his tax for 1943
and 1943, whichever amount is the larger,
(3) Where excessive profits deter-
ed for 1942 or 1943 were included by
the contractor in the computation of
his tax Hability as shown on his 1943
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return, the tax credit computation should._
be requested m accordance with the form
appezaring at § 1607.732.

(4) Where excessive bprofits deter-
mined for 1842 or 1943 were included by
the individual in-computing his esti-
mated tax for 1943 but such excessive
profits were omitted 1n computing his
tax liability as shown on s return for
1943, the tax credit computation should
be requested 1n accordance with the form
appearing -at § 1607.733.

(5) Where, before renegotiation, the
excessive profits were mcluded 1n the tax
computation as described 1n subpara-
graph (3) or (4) the amount of the
credit 1s the excess of (i) the amount of
the tax which 1s to be decreased, de-
seribed under subparagraph (2) over
(ii) the tax as computed after the ex-
cessive profits have been eliminated from
mncome.

(6) Under the Current Tax Payment
Act, a 1942 taxable year of an individual
1s-any taxable year which began in 1942,
Such a 1942 taxable year may, therefore,
be a fiscal year ended-at any time 1n
1943 prior to December 31, 1943,

(') In no case will g tax credit be com-
puied by the Internal Revenue Agent 1n
Charge, or allowed 1n renegotiation, prior
to the filing of the return for 1943, [RR
44231

(Q) Determination of Federal tax
credit for wparinerships. (1) Since a
partnership files only an information re-
turn and the Federal fax i1s imposed on
the individual mcomes of the partners,
the tax credit to which a partnership is
entitled under section 3806 for a prior
taxable year 1s the aggregate amount of
the separate credits to which the indi-
vidual partners are entitled because their
Shares of the partnership’s income are
reduced by the elimination of the ex-
cessive partnership profit. A request for
a credit computation should be made for
each partner on the form set forth_at
§§ 1607.732 or 1607.733, whichever 1s 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 elimination
of $1,000,000 excessive profits of the part-
nership will reduce A’s taxable income
for the year By $60¢,000 and B’s by $400,-
000. TUpon request for a determination
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 1n A’s and B’s individual
Federal income tax will represent the
credit to be allowed under section 3806
aganst the partnership’s obligation to
refund excessive profits of $1,060,000.
[RR 442.4]

§ 1604.443 Renegotiaiion prior to fil-
ing of Federal tax reiurns—(a) Ezclu-
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

mcome and excess 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 §51608.852 (b) and (c).
[RR 443.11

(b) Efect of tentative tax reiurn.
‘When a contractor has filed a tentative
return for the year involved and has
been granted en extension of time for
filing Ins completed return, the provi-
stons 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 ezx-
cesswe projfits elimination required for
Federal tax purposes. (a) Where a re-
negotiation is conducted on a consoli-
dated basis, excessive profits to bz elim-
inated must be allocated between the
entities so consolidated (see (§ 1603.311).

(b) Where a renezotiation is 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 (2) 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—AGREEMENTS AND STATEMENTS

Part 1605 governing agreements and
clearances is added, as set forth below.

SUBPART A—AGREEMENTS AND CLEARACES

Sec.
1605.501 General.
(n) 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-
hibit B,
(d) Article 3: Tax Credit under ccction
3E06 of the Internal Revenue Code.
(e) Article 4: Terms of payment.
(1) Article 5: Artlels requiring ellminaa
tlon of additional excersive profits.
(g) Article6: Covenantagainst contingent
fees.
{h) Article 7: Oficlals not to benegit,
(1) Article 8: Discharge of lfability.
(§) Article 9: Renegotlation, rebate.
(k) Article 10: Execution of the ggree-
ment.
(1) Formalities of execution.
1605.503 Exhibit A.
1605.504 - Exhibit B,
1€05.505 Exhibit C.
1605.506 Additional provisions; varlations.
(a) In general,
(b) Forward pricing clause.
(c) Anti-discrimination clauce.
(d) Other special provisions,
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23,
1€05.507 Prohibited provisions.
(a) Recervations impairing finality of
agreement.
(b) Provision for refund by the Govern-
ment.
Q) Perlgdle refunds of future excessive
profits.
1€95.5603 Clearances.
(2) YWhen given.
(b) Use and form of clearance notice.
(¢) Use and form of clearance agreement.
1635.603 Administration of determinations
by agreecment or order.
1695510 Agreements for periads involving
different acts.

SUDPALT D—STATEMENTS TO CONIDACIOZS

1606520 Scocpe of subpart.
1605.621 Statutory provision.
1€85.522 Rezguest for statemsnt.
1€05.523 Contents of statement.
1695524 Statement prior to final defermi-
nation.
(a) Where statutory determination has
not yet been madz.
(b) “Whaere determination is by order which
may not be final.

SULPARY A—ACREEMENTS AND CLEARANCES

§ 1605501 General-—(3) Siatutory
authority. (1) Subsection (c) (4) of the
1843 act provides as follows:

¥or the purpsses of this section the Board
may make final or other agreements with a
contractor or subcontractor for the elimina-
tion of exczcsive profits and for the discharge
of any labllity for excessive profits under
this section. Such agreements may contain
cuch terms and conditions as the Board
deems gdvicable. Any such agreement shalt
be conclusive according to its terms; and ex-
cept upon a showing of fraud or malfeasance
cor a willful misreprezentation of a material
feet, (A) such sgreement shall not for the
purpsces of this cection be recpened zs to
the matters agreed unon, and shall not ke
meodlified by any officer, employee, or agent
of the United States, and (B) such agree-
ment and any determination made in ze-
cordance therewith shall not be annulled,
modifled, cst aslde, or disregarded in any
suit, actlon, or praczeding.

(2) Subsection (c¢) (1) of the 1943 act
provides, in part, as follows:

Any such agreement, if made, may, with the
concent of the contractor or subcontractor,
alco include provisfons vwith respect to the
eliminaticn of execassive profits likely to ke
recelved or accrued.

[RR 501.1]

(b) Uses of agreements and clear-
ances. The following types of wmstru-
ments are used in connection with rene-
gotiation:

(1) Renegotiation egreements. These
are to be used when, upon conclusion of
the renegotiation proceedings, a final
agrezament Is reached between the con-
tractor and the renegotiation officials of
the Government that a certain amount
of excessive profifs 1s fo be eliminated.
A form of such agreement 1s 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) I[RR
§01.21

§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 he ewidenced
by the execution of the standard form
of renegotiation agreement, which 1s set
forth in § 1607.741 (a) of these regula-
tions. The provisions of the standard
form of agreement are discussed in the
succeeding paragraphs. [RR 502.11

(b) Article 1. Profits to be eliminated.
The agreed dollar amount of excessive
profits to be eliminated, affer giving
effect, in accordance with subsection (a)
(4) (B) of the 1948 act, to any adjust-
ment for taxes, oflier than Federal taxes,
measured.by income, will be set forth in
Article 1. Ordjnarily such amount will
be the excessive “profits determined to
have been recewved 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 confracts and
subcontracts completed during s fiscal
year or has been conducted only with re-~
spect to certain coniracts and subcon-
tracts, the language used in Article 1
should be modified accordingly. [RR
§02.21

(e) Article 2: Warranty: Exhibit A.
Ezhibit B. Renegotiation is, in large
measure, conducted upon the basis of
information and data submitted by the
contractor, particularly financial data.
Bince such material 1s accepted in good -
faith by the Government as the basis
for conducting the renegotiation, it is,
appropniate 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 confractor will
also warrant (see § 1605.504) An ap-
propriate modification will be made in
Article 2 when Exhibit B is used. (See
§ 1607741 (b) (2))) [RR 50231

(d) Article 3. Tax oredit 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 hus tax
return for the fiscal period mvolved and
his agreement to procure & computation
by the Bureau of Internal Revenue of
the amount by which his taxes for that
fiscal period are decreased’ by reason of
the elimination of such profits from in-
come. The procedure for procuring
such computation is set forth in
§ 1604442 of these regulations. IRR
502.41

(2) If the renegotiation 1s concluded
before the contractor has filed his Fed-

-

eral income or mcome and excess profits
tax returns for the fiscal period involved,
the contractor will ordinarily exclude
from mcome 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, m lieu
of the provisions of Article 3 of .the
standard form; contain the provisions
set forth in §1607.741 () @) () 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
beriod upon which Federal income or
income and excess profits taxes have
been assessed. In such ciwrcumstance,
8 tax credit under section 3806 of the
Internal Revenue Code will be allowable
only as against the part of the profits
{o be elimnated upon which such Fed-
eral taxes have been assessed. A clause
covering this type of situation 1s set
ouf mn § 1607.741 (b) (3) of these regula-
tions. [RR 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 1s set forth
in § 1607.741 (b) (6) of these regulations.
7The 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 1n 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 Arficle 4 on the standard
form will require payment of the amount
thereof to the RFC Price Adjustment
Board.

(2) ¥ 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 profits may be set
forth on an Exhibit C and mecorporated
by reference 1n Article 4 (see § 1605.505)
If no subsidiaries are mvolved and there
15, therefore, no Exhibit B referrmg 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. [RR
502.5]

(D) Article 5. Article requiring elimi-
nation of additional excessive. profits.
The provision set forth in § 1607.741 (a)
‘of these regulations 1s designed to pro-
tect the mterest of the Government if
by reason of reduction of certain costs
shown as paid or incurred, m the finane
clal data submitted by the contractor,
the profits of the contractor for the
period covered by the renegotiation from
contracts. or subcontracts subject to the
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Renegotiation Act of 1943 are increased,
[RR 502.61

(g) Article 6: Covenant against cone
tingent fees. This article contains tho
Jprovisions required by Executive Order
8001 to be mncluded in certein types of
Government contracts. [RR 502.7]

(h) Article 7 Officials not to benefit.
This article is also ‘a standard provision
in most Government contracts, required
by Revised Statutes, section 3741, ag
amended (41 U.S.C. sec. 22) [RR 502.81

(i) Article 8: Discharge of liability.
In consideration of performance by the
contractor of the terms of the agreement
he is granted & discharge of lability in
accordance with subsectlon (¢) (4) of
the Renegotiation Act. When the re-
negotiatiort covers only contracts and
subcontracts completed during the fiscal
year or has been conducted only with
respect to certaimn contracts or subcon-
tracts, care should be taken that Atticle
8, when read 1 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. [RR 502.9]

(G) Article 9: Renegoliation rebate,
This article specifically reserves to the
contractor s rights under subsection
(a) (4) (D) of the Renegotintion Act In
the event that a recomputation of hig
amortization deduction under section
124 (d) of the Internal Revenue Code
should entitle him to & rebate, [RR
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. [RR
502.111
(1) Formalities of execution. (1) If

-the contractor is a corporation, fhe
agreement must be accompanied by &
certified resolution of the Board of Dl~
<rectors of the contractor (or-the equiva~
lent committee or other body) The
form of the reselution, 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 .Renegotin=
tion Act;

(ii) The amount of profits to be elimi«
nated—and the fiscal year for which they
are to be ellminated;

(1ii) The title of the corporate officer
who is being authorized to execute the
agreement on behalf of the“corporation;
and

(iv) The title of the corporate officer
authorized to affix and attest the corpo=
rate seal thereon.

The certificate, certifying the adoption
of the resolution should state:

) ‘The name and capacity of the offi-
cer signing the certificate;

(if) 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)

(ii) 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 referred to in the resolution,
that the agreement to which the certi-
fied resolution 1s 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 1n
full force and effect,

If the resolution i1s adopted by an Ex-
ecutive Commitfee 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 1ncluded with the contractor in a
consolidated renegotiation, execution by
the contractor alone will be sufficient
unless the renegotiating agency requires
otherwise. (See § 1603.311.)

(3) If the contractor 1s a partnership,
all general pariners therein should exe-
cute the agreement.

(4) If the contractor 1s a joint venture,
each participant should execute the
agreement.

(5) The Department conducting the
renegotiation has authority to depart
from the requurements of this paragraph
1n its discretion. [RR 502.121

§ 1605.503 Ezhibit A. There shall be
attached to every remegotiation agree-
ment providing for the elimnation of
excessive profits an exhibit designated
“Exhibit A,” which shall contain as a
mmimum, the financial data and in-
formation reterred to mm §1607.741 (c)
In the discretion of the Department
conducting the renegotiation, any addi-
tional financial data or information may
be mnciuded mn Exhibit A. [RR 5031

§ 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
list shall be designated as “Exhibit B.”
Ordinarily, all of such subsidiaries will
have been consclidated 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 g form of Exhibit B
are set out in § 1607.741 (b) (2) (See
also § 1607.741 (d).) [RR 504]

§ 1605.505 Ezxhibit C. If the provi-
sicns for payment of the cash refund or
for other method of elimination of exces-
sive profits are such as cannot be readily
set out 1n Article 4 of the standard form
of agreement, such provisions may be set
cut 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 mn Article 4 of the agreement.
[RR 5051

§ 1605.506 Additional provisions
Varations—(a) In general. The -basic
provisions of the standard form of agree-

ment set forth in § 1607.741 (2) of these
regulations are to be used in all cases
except as otherwise noted in this section,
Additlonal provisions may be added when
Tequired 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 situatfons. Varlationsin
language are permissible where neces-
sary, but unless otherwise noted in this
section in no event may any such change
be made, or any provisfon 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 asree-
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).) [RR 506.1]

(b) Forward pricing 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
vrofits likely to be recelved or acerued
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 is made to § 1604.430 and fol-
lowing. [RR 506.2],

(¢) Anti-discrimination 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 renegotintion 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, "[RR 506.3]

(d) Other special provisions. ¥Ex-
amples of atditional special clzuses are
set out 1n the supplement to the stand-
ard form of agreement (§ 1607.741 (b)).
It is recognized that these provisions are
not exclusive and that many ecircum-
stances will be encountered requiring
other clauses and provisions. The form
and substance of such provisions will be
within the discretion of the Department
conducting the renegotiation, subject to
the limitation indicated in paragraph
(a) of this section. [RR 506.41

§ 1605.507 Prolibited provisions—(a)
Reservations impairing finality of agree-
ment., No renegotiation agreement is
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acceptableif it or any authonzing resolu-
tion or letter of transmittal contains any
reservation which mught be interpreted
as permitting the contractor to reopen
the agreement if the Renegotiation Act1s
amended or declared unconstitutional, or
interpretations of the act are changed, or
new exemptions are established or for
any similar reason. [RR 507.11

(b) Promsion for refund by the Gov-
ernment. Other than recognifion of the
right to a renegotiation -rebate in ac-
cordance with subsection (a) (@) (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 (sze § 1605.502 (3))
no provision shall be made in any renego-
tiation agreement which would have the
effect of requiring the Government under
any circumstances to repay 2l or any
part of any payment made to it there-
under. [RR 507.2]

(¢) Perwadic refunds of fufure exces-
sive profits. Fingl agreements in rene-
gotiation should not contam provisions
for the current or periodic elimmation
through refunds of excessive profits fo be
subsequently realized. [RR 507.31.

8 1605.508 Clearances —(a) When
given. If, as a result of renegotiation, it
is found that no excessive profifs have
been received by or accrued to the con-
tractor during the fiscal year under con-
sideration, the contractor should be
given a clearance for such year. [RR
508.1]1

(by Use and form of clearance notice.
(1) The form of clearance nofice sef
forth in paragraph § 1607.742 should be
used in all cases unless the contractor
requests a formal clearance agreement.

(2) I{ any subsidiares of the contrac-
for-are to be included in the clearance
notice, appropriate modification may be
made in the form. [RR 508.2]

(¢) Use and form of clearance agree-
ment. Upon request of the contractor, a
clearance agreement executed by the
contractor and the Government maybe
used in place of the clearance notice.
Such agreement should follow the gen-
eral structure of the standard form of
renegotiation agreement (sce § 1605.506
and § 1607.741 (a) ) except that Articles 3,
4, 5 and 9 of the standard agreement
should be omitted. The articles used
shall be renumbered consecutively.
The first article should be substantizlly
the same as that contamned in the stand-
ard form, except that the finding and
agreement should ke that no profits
shotld be refunded pursuant to the act.
[RR 508.3]

§1605.509 Admimstrafion of defer-
minations oy agreement or order. It 1s
the practice of the War Contracts Prnice
Adjustment Board to have the Depart-
ment to which the confractor was
assigned for renegotiation 2lso admmn-
ister the resulting renegotiation acree-
ment or unilateral determination. Tis
practice results in such Dzpartment be-
ing responsible for the collection of any
amounts due, the supervision of any
forward pricing provisions 1n an agrez-
ment, and other matters imnvolved 1 suea
administration. [RR 5091
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§ 1605.510 Agreements for periods
{nvolving different acts. Should a con-
tractor conclude renegotiation at the
same time relating to g fiscal year ended
on or prior to June 30, 1943 and g 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 15 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 exXecution
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 .2 long term contract or
in such other cases as the Department
conducting the renegotiation may ‘deem
suitable. [RR510]

!
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 (c) (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 describes the statement
furnished where statutory determanation
has not yet been made. The form of the
statements, the material to be mncluded
and the instructions for their prepara-
tion are set forth in § 1607.752 and fol-
lowing of these regulations. [RR 5201

§ 1605.521 Statutory provision. Sub-
section (c) (1) of the Renegotiation Act
provides, in part, as follows: '

‘Whenever the Board makes 8 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 contractor or subcone
tractor, as the case mny be, prepare 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. Buch statement
shall not be used In The 'Tax Court of the
United States as proof of the facts or con-
clusions stated therein,

[RR 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 affer receipt of a de-
termination made by order. The request
for a statement need not be a formal
document. [RR 5221

§ 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 determunation is based.

(3) The reasons for the determination.

(b) The followang data or material will
not be included in the statement:

(1) Information, the furmishing 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. TRR 5231

§ 1605524 Statement prior to final
determnation—(a) Where statutory de-
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 agency; represents the excessiwve
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 15 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
into an agreemenp provading for the
eliminatioi of such excessive profits.
‘The contents of such statement shall
be prepared in accordance with the in-
structions set_forth 1 § 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
confractor, detailed information sub-
mitted by the contractor which 1s not
necessary to the confractor's under-
standing of the opinion reached, may be
omitted. [RR 524.1]

(b) Where determunation s by order
which may not be final. Whenever the
determination 1s made by the entry of
an order, the statutory statement will
be furmished to the contractor if re-
quested within the fime prescribed in
§1605.522 of these regulations. Such
statement accompanying and determina-
fion by order which, pursuant to sub-
section (d) (5) of the Renegotiation Act,
1s subject {o 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 which it relates
in final.

[524.2]

PART 1606-—IMPASSE PROCEDURE

Part 1606 governing impasse procedure
is added, as set forth below.

SUBPART A—FPROCEDURE UPON REFUSAL OF
INFORMATION »

Sec.
1606.601 Scope of subpart.
1608.602 Authority to obtain data.

(a) Renegotiation Act of 1943.

(b) Title XTI of the Second War Powers

Act, 1942.
(c) Title 10, U, 8. Code.
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Sec. ~
1606.603 Procedure under Title XIIT of tho
Second War Powers Act, 1942,
(a) Departmental authority under Title
mig: of the Second War Powers Act,
1942,
{b) Preliminary steps.
1606.604 Reports of criminal conduct in
connection with war contracts,

SUBPART B—FAILURE TQ AUREE

1608.620 Scope of subpart,
1€08.631 Statutory provisions.
1606.622 Departmental procedures with ree
spect to impasse cases.
1606.623 Authority of Dspartments to mako
untlateral determinations,
1606.624¢ Procedure for review by the wWar
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.
1806.626 Xinality of orders determining ox-
cesslve profits,
(a) Orders made by delegated authority.
(b) Orders entered by the War Contracts
Board.
(c) Notice of final order to be glven to tho
contractor,
(d) Time to appeal to Tax Court,
1606.626 Elimination of excessive profits de-
termined by order.
() Authorization to Secrotaries to olim-
Inate excessive profits.
(b) No delay in climination of execessive
profits determined by order,
(c) Elimination of excessive profits doter-
mined by the Tax Court.

SUDPART C—FPROCEEDINGS IN THE TAX COURT

1606.630 Scope of subpart.
1606.631 Statutory provisions.
1608.632 Right to institute proceedings in
the Tax Court.
(a) Forum for redetermination,
gp) Statutory authority,
¢) Determinations embodied in agroe-
ments,
1608.633 Nature of the proceeding in the
Tax Court.
1606.63¢ Power of the Tax Court.
(a) As to the determination of excessive
profits.
(b) Finality of determination.
1606.635 Proceedings before the Tax Coyrt.
(a) Institution of proceeding,
(b} Rules of the Tax Court.,
{c) Time for filing petition.
(d) Effect of petition.
(e) Conduct of proceedings bhefore 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 redetormination
made by the Tax Court.

BUBPART A—PROCEDURE UPON REFUSAL OF
INFORMATION

§ 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-
tlon and the procedure to be followed
in such cases. [RR 6011

§ 1606.602 Authorily to obtain data—
(a) Renegotiation Act of 1943, Subsec-
tion (¢) (5) of the 1943 act provides ag
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
first 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 Revenue Act of 1943, on or before the
first day of the fourth month following the
month in which such date of enactment
falls), a financlal statement setting forth
such information as the Board may by regu-
lations prescribe as nectessary 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, furmish the Board any information,
Tecords, or data which is determined by the
Board to bes necassary to carry out this sec-
tion. Any person who willfully fails or re-
fuses to furmish any statement, information,
records, or data required of them under this
subsection, or who knowingly furnishes any
such statement, information, records, or data
contaming information which is false or
misleading 1 any material respect, shall,
upon conviction thereof, bz punished by a
fine of not more than $10,000 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
XTIII of the Second War Powers Act, 1942,
bas with respect fo any contractor to whom
such title is applicable. In the interest of
economy and the avoidance of duplication
of i1nspection 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 avallable
to the extent determined by the Secretary
of the Treasury for.the 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 ms-
leading mnformation. [RR 602.1])

(b) Title XIII of the Second War Pow-
ers Act, 1942, (1) This statute gives the
Government the right to inspect and
audit the books of any contractor hold-
g a contract, subcontract, or order
placed 1n furtherance of the war effort.
(See §1608.803) The inspection and
audit may be made by the War Confracts
Board. (See paragraph (a) of this sec-
tion.)

(2) Title X1 of the Second War
Powers Act further provides that such
mspeetion 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 1ssued 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——=F6

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 2.1. of Ex-
ecutive Order 9054 as amended by Esecu-
tive2]0rder 9244 (see §1603.803) I[RR
602.

(c) Tille 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 aireraft con-
tract?r. (See §1608.803 (b)) (RR
602.3

§ 1606.603 Procedure under Title XIX
of the Second War Powers Act, 1942—
(a) Departmental authority under Title

XIII of the Second War Powers Act, )

1942. The Departments referred to in
§ 1606.602 (b) have authority to act under
Title XTII of the Second War Powers Act,
1842, and Execative Order No. 9127, quite
independently of any authority given the
War Contracts Board by the 1943 act.
[RR 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 Poard. 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 1s the intent of this notification to
prevent conflict and duplication of audit
with other Departments. Approval
Ifrom the War Production Board should
therefore be obtained hefore proceeding
with an audit, This preliminary step
15 directed m the interest of orderly ad-
mimstration, but no failure to take such
step will invalidate action under such
act. [RR 603.21

§1606.604 Reports of criminal con-
duct 1 connection with war coniracts.
(1) There has been seb up In the Crimi-
nal Division of the Department 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 in connection
with contracts entered into by the Gov-
ernment with business concerns in con-
nection with the war program.

(2) Reports of any i{nstances of crim-
mal 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, [RR 604)

SUBPART B—FAILURE TO ACREE

§1606.620 Scope of subpart, This
subpart deals with procedure on impasses
in renegotiation up to the stage of court
review. Courlt review is dealt with in
Subpart C. [RR 620]

§ 1606.621 S'tatutory provisions. The
Renegotiation Act of 1943 provides as
follows:

Sec. 4\03 @)

(3) The terms “renegotiate” and “rene-
gotintion” include a determination by sgrees

[ 4
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ment or order under this ssci{on of 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 subcon-~
tracis may reflect exceszive profits, the Board
chall give to the contractor or subcontractor,
Qg the caze may be, reasonable notice of the
time and place of a conference to ba held
with respect thereto., The-mailing of such
notice by rezistered mail to the contractor
or subcontractor shall constitute the corm-
mencement of the renegotiation proceeding.
At the conference, which may be adjourned
from time to time, the Board shall endeavor
to make a final ar other agreement vwith the
controctor or subcontractor with respect to
the elimination of excossive profits received
or accrued, and with respzet to such other
matters relating thereto as the Board deems
advlcable. Any such agreement, If made, may,
with the concent of the contractor or sub-
contractor, alco include provisions with re-
spect to the climination of excessive profits
likzely to be received or accruzd. If the Board
do2s not make an agreament with resvect to
the elimination of excessive profits received
or accrued, 1t shall fesue and enter an order
determining the amount, if any, of such ex-
cecatve profits, and forthwith give notice
thereof by registered mafl to the contractor
ar gubcontractor. In the absence of the filing
of o potition with The Tax Court of the
United States under the provislons of and
within the time Umit prescribed in sub-
czetfon (e) (1}, such oxdzr shall be final
and conclusive and shall not be subject
to review or redetermination by apy court
or other agency. The Board shall exer-
clce t3 powers with respect to the azgre-
gate of the amounts recelved or accrued
during the ficcal year (or suck other pericd
o5 may he fixed by mutual agreement) by
& contractor or subcontractor under cone
tracts with the Departments and subconr-
tracts, and not separately with® respect to
amounts recelved or accrued under separate
contracts with the Departments or subcon-
tracts, except that the Board may exercise
such powers ceparately with respect to
amounts received or accrued by the con-
tractor or sukcontractor under any cne or
more ceparate contracts with the Depart-
ments or subcontracts at the request of the
contractor or subcontractor. Whenever the
Beard makes a determination with respect
to the amount of excezsive profits, whether
such determination is made by order or is
embodied fn an agreement with the con-
tractor or subcontractor, it shall, at the
request of the contractor or subcontractor, as
the cace may be, prepare and furnish such
contracter or subcontractor with a state-
ment of such determinatiop, of the facts
used o3 a basls therefor, and of itS reasons
for such determiination. Such statements
shall not be uced in The Tax Court of the
Unfted States a3 proof of the facts or con-
clusfons stated therein.

Sec. 403 (d) (£ and (5)

{4) The Board may delegate in whole or in
part any power, function, or duty to the
Secrctary of o Department, and any pawer,
function, or duty so delegated may be dele-
gated in whole or in part by the Secretary ta
such oficers or agencles of the United States
as he may designate, and he may autharize
suceessive redelegations of such povers, func-
tlons, and dutles.

(5) The chatrman of the Board may from
time to time divide the Baard into divislons
of cne or more members, assige the members
of the Board thereto, and in case of a division
of more than one member, designate the chief
thereof. ‘The Board may also, by regulztions
or otherwize, determine the character of
cazes to be conducted initfally by the Board
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through an officer or officers of, or utilized
bys the Board, the character of cases to be
conducted initially by the yarious 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 he conducted initially by the
Board jtsclf. The Board may review any de-
termination by any such officer, agency, or
division on its'own motion, or in its discre-
tion at the request of any contractor or sub-
contractor aggrieved thereby. TUnless 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 Iess than, equal to,
or greater than that determined by the ofi-
cer, agency, or division whose actlon is so
reviewed.

[RR 6211

§ 1606.622 Deparimental procedures
with respect to impasse cases. The or-
ganization of the renegotiating agencies
in the various Deparfments and the ex-
tent to whach 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-
miming excessive profits will differ in each
Department. [RR 6221 -

§ 1606.623 Authority of Departments
to make unilateral determwnations. The
War Contracts Board hias delegated to
each Secretary the authority to 1ssue and
enter an order determining the amount
of the excessive profits of a contractor
who has not entered into an agreement
to elimmnate the same, (See § 1608.821
(a).) BSuccessive redelegations of such
authority are authorized and-have been
made. Any such order entered pursu-
ant to such delegated authority 1s, 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 1n
§ 1607.791 (e) Such order will become
final (that is, be deemed the determuina-
tion of the War Contracts Board) when
and as prescribed in subsection d (5) of
the 1943 act. (See §§1606.621 and
1606.625.) [RR 6231

§ 1606.624 Procedure for review by the
War Contracts Board—(a) Review on re-
quest by the contractor A contractor
who desires review by the War Contracts
Board of 2 unilateral determunstion
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 g request
for review. Such request should be ad-
dressed to the Secretary of War Con-
tracts Price Adjustment Board at the
address specified 1n § 1607.791 (e) Such
request need not be in any particular
form but should set forth:

(1) The-name of the contractor.

(2) The fiscal period with respect to
which the renegotiation has been con-
ducted (or in the case of a renegotiation
on a contraet by contract basis, a de-
scription of such contracts and subcon-
tracts)

(3) A brief summary of the issues in-
volved. [RR 624.1]

¢b) Review by the War Contracts
Board on its own motion. Any order
determining 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. [RR 624.2]

(¢) Discretion of the War Contracts
Bourd. Review by the War Contracts
Board is not a_matter of right but may
be granted by the War Contracts Board
1n its discretion on timely request of the
contractor or on its own motion. [RR
624.31

(d) Nature of review by-the War Con~
tracts Board. 'The War Contracts Board

may review an order determiming excess-.

sive profits made pursuent 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. [RR 624.4]

§ 1606.625 Finaliiy of orders determin~
g excesse 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 authorify deterrmmng excessive
profits. Accordingly, no such order be-
comes final (that 1s, is deemed the deter-
mination of the War Contracts Board)
until the earliest of the following:

(1) Sixty days after the order has been
entered, if review 1s neither requested
by the contractor concerned nor intia-
ated by the War Contracts Board within
that period; or

(2) Demal of review and adoption of
the order by the War Contracts Board
after timely request for review by the
contractor (see paragraph (b)) or

(8) Sixty days after the date of g
timely request for review if such review
15 not granted by the War Contracts
Board within that period. [RR 625.1]

(b) Orders entered by the War Con-
iracis Board. Upon any review by the
War Contracts Board whether pursuant
to request by the confractor or imnitiated
by the Board on ifs own motion, the
Board will enter an order determinming
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 1s final
immediately upon ifs entry. [RR 625.2]

(c) Notice of final order to be gwen to
the contractor When an order deter-
mining excessive profits made by dele-
gated authority has become final or an
order 1s entered by the War Contracts
Board determiming eXcessive profits
(which, as stated in paragraph (b) is
final upon entry) notice thereof will be
given forthwith by registered mail to
the contractor. [RR 625.3]

() Time to appeal to Tax Court.
The nminety day period for filing a peti-
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tion for redetermination in Tha Tax

-Court will run from the date of the mail-

ing of the notice referred to in para-
graph (¢) in either of the cases referred
to therein. [RR 625.41

§ 1606.626 Elimwnation of excessive
profits determined by order—(a) At
thorization to Secrelaries to ellminate
excesswe profits. (1) All of the powers,
functions and dufies conferred upon the
War Contracts Board by subsection (¢)
(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
availaple to each Becretary 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 combinntion
of the methods referred to in subsection
(c) (2) of the 1943 act, including clauses
(A) (B) (C) (D) and (B) thercof, 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 hehalf 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 he so
exercised without further action by tho
War Contracts Board.

(3) The delegation dated February
26, 1944 by fhe War Contracts Board
delegated all the authority referred to in
this paragraph. (See §1608.821 (a).)
[RR 626.1]

(b) No delay wn elimination of exces=
swve 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«
riod 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 1n accordance with
the general principles governing the en-
forcement and collection of obligations
owing to the Unifed States as supple-
mented by the special powers and pro-
cedures confained in the Renegotiation
Act.

(2) The filing of & petition In The
Tax Court of the United States for o re-~
determnation does not operate to stay
the execution of the order determining
excessive profits (see subsection (e) (1)
of the 1943 act) [RR 626.2]

(¢) Elimwmation of excessive profits
determined by the Tax Court. Any ox«
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cessive profits determined by order of
the Tax Court in proceedings for re-
determunation and which have not
theretofore been eliminated will also be
eliminated by appropriate action. (See
§ 1606.637.) [RR 626.31

SUBPART C—PROCEEDINGS IN THE TAX COURT

§1606.630 Scope of subpart. The
1943 act provides that certain contractors
and subcontractors may institute pro-
ceedings 1n The Tax Court of the United
States for a redetermuration of the
amount of excessive profits recewved 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 29, 1943. [RR 6301

§ 1606.631 Stalutory provisions. Por-
tions of section (¢) (1) and the whole of
section (e) (1) of the 1943 act are set out
below*

(c) (1) = = ' If the Board does not
make an agreement with respect to the elimi-
nation of excessive profits received or ac-
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 subsection (e) (1),
such order shall be final and conclusive and
shall not be subject to review or redeterming-
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 1n an agreement with
the contractor or subcontractor, it shall, at
the request of the contractor or subcon-
tractor, as the case may be, prevare 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 concluslons
stated therein.

x - -3 L

(e) (1) Any contractor or subcontractor
aggrieved by an order of the Board deter-
mining the amount of excessive profits re-
cerved or acerued by such contractor or sub-
contractdr may, within ninety days (not
counting Sunday or a legal holiday in the
District of Columbila 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-
termnation thereof. Upon-such filing such
court shall have exclusive jurlsdictlon, 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 itreated 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, 1n 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, a3 such court has under cections
1110, 1111, 1113, 1114, 1115 (a), 1116, 1117 (a),
1118, 1120, and 1121 of the Internal Revenue
Code in the case of a proceeding to redeter-
mine a deficlency. In the case of any witness
for the Board or Secretary, the fecs and mile-
age, and the expenees of taking any deposition
shall be paid out of appropriations of the
Board or Department avallable for that pur-
pose, and in the case of any other witneszes,
shall be paid, subject to rules preseribzd by
the court, by the party at who:se instance the
witness appears or the deposition is taken.
The filing of a petition under this subsection
shall not operate to stay the exccution of thoe
order of the Board under subsectien (¢) (2).

[RR 6311

§ 1606.632 Right to wnstilute proceed-
wings wn the Tax Court—(a) Forum for
redetermination. Subsection (e) (1) of
the 1943 act confers exclusive jurlsdic-
tion upon The Tax Court of the United
States to entertain proceedings “to
finally determine the amount” of exces-
sive profits received or accrued by con-
tractors or subcontractors who are
authorized to institute precceedings for a
redetermination. [RR 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)—l.e,
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 fiseal
year ending before July 1, 1943, see sub-
section (e) (2).) [RR 632.21

(c) Determinations embodied in
agreements. A contractor or subcon-
tractor who has entered into an agree-
ment with respect to the elimination of
excessive profits Is granted no right to
institute proceedings for a redetermina-
tion. [RR 63231

§ 1606.633 Nature of the proceceding
wm the Tax Court., Subsection (e) (1)
of the 1943 act expressly 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-
foreit. Theredetermination 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. [RR
6331

§ 1606.63¢ Power of the Tax Court—
(a) As to the determunation of excessive
profits. The Tax Court has statutory
power to determine as the amount of ex-
cessive profits an amount elther less
than, equal to, or greater than, that de-
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termined by the War Confracts Board.
[RR 634.11

(b) Finality of determination. The
1943 act, in conferring jurnisdiction 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 defermne
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.) [RR 634.21

8§ 16€06.635 Proceedings before the Tex
Court—(a) Institution of proczeding. A
proceeding for a redetermination 1 the
Tax Court iIs instituted by the filing of &
petition by the confractor or subcon-
tractor. [RR 635.11

(b) Rulesof the Tax Court. Therules
of the Tax Court with respect to pro-
ceedings before it under the 1943 act
are cited In § 1608.806. [RR 635.2]1

(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, 1n 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.
(Sze § 1606.625 (¢) and (d).) [RR635.3]1

(d) Effect of petition. The filinz of a
petition does not operate fo stay the exe-
cution of the order of the War Contracts
Board. (See §1606.626 (b) (2).) IRR
635.41

(e} Conduct of proceedings before the
Taz Court. Subsection (e) (1) of the
1843 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
V7ar Contracts Board, and in respect of
the attendance of witnesses and the pro-
duction of papers, notice of hearngs,
hearings before divisions, review by the
Tax Court of decisions of divisions, sten-
cgraphic reporting and reports of pro-
ceedings, as the Tax Court has under
sections 1110, 1111, 1113, 1114, 1115 (a),
1116, 1117 (a) 1118, 1120 and 1121 of the
Internal Revenue Code in the case of a
proceeding to redetermine a deficiency.
[RR 635.5]

§ 1606.636 Determination of excessive
profits by the Tax Court—(a) Stafement
of the War Contracts Board. Under the
provisions of subsection (¢) (1) of the
1943 act, the War Contracts Board 1s re-
quired, at the request of the confractor
or subcontractor, to prepare and furmish
o statement of its determnation, of the
facts used as the basis therefor, and of
its reasons for such determnation. Itis
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.) I[RR 636.11

(b) Determination of costs. (1) Sub-
section (2) (4) B) of the 1943 act pro-
vides that the costs of the confractor
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shall be determmed 1n 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 opnion 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 opmmion of the Tax
Court does properly reflect such costs.

(2) The Tax Court under this subsec-
tion 1s also required to disallow as a cost
any item of cost which is unreasonable
or not properly chargeable to the con-
tracts or subcontracts 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
excesslve profits to be 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 heen an agree-
ment or stipulation with respect to the
proper segregation of renegotiable and
non-renegotiable business, the proceed~
g in the Tax Court necessarily will in-
volve a determination by the Tax Court
with respect to such segregation. [RR
636.21

(¢) Faclors to be considered 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 1s charged with
the duty of determinming the amount of
excessive profits, it, as well as the War
Contracts Board, must take into con-
sideration such facters. [RR 636.3]

§ 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 (e) (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 stich 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 o § 1606.626 (¢) [RR
6371

———r

PArT 1607 —FORMS FOR RENEGOTIATION ®

SUBPART A~—FORMS RELATING TO IDENJIFI-~
COATION, ASSIGNMENT AND CANCELLATION
OF CASES

1. In § 1607.705, paragraph (a) is cor-
rected and paragraph (h) is amended
to read as set forth below.

§ 1607106 Transmitlal forms to qnd
Jrom Departments—(a) Form No. SPRA

19 PR, 4143.

2The reporting requirements in this part
have been approved by the Bureau of the
Budget in gccordance with the provisions of
the Federal Reports Act of 1842.

I-1 (4ssignment Transmitial to Depart-

ments)

SPRA I-1 Assignment Transmittal WDPAB
Transmittal Report NO. ococoemncmermnunn

From: Assignments and Siatisfics Brandh
WDPAB—Statistics and Progress Sectlonh

To - . .
(Department or Servico) (Date)

The following 1943 Assignments are trans-
mitted to you as indic¢ated below-

1943
Assignment
Number Name
Previous total delivered by WDPAB
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Card No. 4

83. Govt. Fae. fix price
34. Govt. Fae. OPFR
85. Govt. Fac, Advances weeaeea [T,
§6. Cort, of Necessity -
37. V Loans
38, Net Plant

Card No. §

39. 2nd Prior Year NO. Persons wuuaaccaanaue
40, Compensation 2nd Prior Year acoawaeaaw
41. 1st Prior Year No Porsons cacacweaccwoaas
42. Compensation 1st Prior Year cuvcumceusa
43. Current Year NO. Porsons ueuecacussuuse
44. Compensation Current Year auuwawsamuus

Gumulative total gross assignmeits dellvered
to date:
(Submit in duplicate)

[RR 705.11

(h) Form No. SPRAE-8° (Identifica-
tion, Tebulation Form)

TABULATION FommM
Identification (All Cards)

1. Assignment Number__ ( )( )( )( )( )
2. Corporation, Partnership or Owner (C, P,

or O) ()
8. Assignment & Location .- ( )( ) ()
4. Based on Approved or Final Figures
(A or F) ( ;
5. Fiscal Year ends, Montho e ( )¥(
6. Fiscal Year ends, YeaArecaccnean——an ()
Card No. 1

7. Fixed Price Net Sales (After Adjustment)

8. Fixed Price Basic Profit Before Taxes
(After Adjustment) —occaccccacanana -

9. Amount Recovered
10. OPFF Net Sales (After Adjustment) —....
i1. CPFF Basle Profit Before Taxes (After
Adjustment) -

18. CPFF Amount Recovered ammeemcccaceana
18, 9, Basio Profit on Fixed Price Sales (After
Adjustment)

.14. % CPFF Basic Profit Before Taxes (After

Adjustment)
Card No. 2
15. Non-Renegotiable Net Sales «cccmecnnaaae

16. Non-Benegotiable Basic Profit (Before
Taxes)

17. Total Business (Except CPFF) Net Sales
After Adjustment

18. Total Business (Except CPFF) Basic Profit
Before Taxes, After Ad). cocmmmmccauaa

19. Net Profit After Federal Income Taxes
(Including EPT Credit) o coeman.

20.
21. % Baslc Profit (Before Taxes) on Non-
Renegotiable Sales oo ceemcmmmmcan e
22. % Baslc Profit Before Taxes on Total Busl-
ness After Adf. (Exc. CPFF) wocccucr—a
23. % Profit on Net Worth wecacaccmaccan

Card No. 3

24. 1st Prior Year Total Net 8ales ccemmauean
25. 1st Prior Year Basic Profits Before Taxes

26. 2nd Prior Year Total Net SaleS wuaemceu-
27. 2nd Prior Year Basic Profit Before Taxes

28. Total Business 1936-39 Average Net Sales

29, Total Business 1936-39 Average Baslc
Basic Profit Before TaXes ccmemcmam—ean
30. Ist Prior Year ¢ Basic Profit Before
Taxes
81, 2nd Prior Year % Basic Profit Before
Taxes
82. % Basic Profit on Sales 1936-39 Average
(Before Taxes)

—

Card No. 6

Produoct State Otty

Do Not Write In Thls Spaco

Card No. 7
Company Name

Card No. 8
City and State

(
Principal Funection of Contractoraacaceeuea

Products (In order of importance)
2.
3. -

Assignment No. and names of all subsldi«

aries included in agreement:

(Use reverse side for additional substdiaries)
SPRAE-8 24-70111-2M
4-4-44

[RR 705.81

SUBPART B—FORMS RELATING TO OPERATION
OF RENEGOTIATION

The page number in the last paragraph
of section p 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.

1607731 Letter from corporation to Internosl
Revenue Agent in Charge.

1607732 _Letter from individual to Intornal’
Revenue Agent in Charge relating to o
taxable year not beginning in 1941 (no
overpayment of 1943 tax lability).

1607.733 Letter from individual to Intornal
Revenue Agent in Charge relating to o
taxable year not beginning in 1941 (over=
payment of 1043 tax llability),

§ 1607.731 Letier 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 defilned by Seotion
3806, of the Internal Revenue Code with
respect to a proposed elimination of excorolve
profits by

(taxpayer’s name and addreto)
in the amount of § .Z.._., includted in fts
income and excess profits tax returns for the
taxable year ended - .._- , 104.., ag flled
with the Collector of Intsrnal Revenuo
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23 2 — [Certified (photostat) coples
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

promwtly upon request.]
Please forward your reply directly to
with

(name and address of Board or Section)
a copy to the undersigned.
Very truly yours,

Nortz: 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 7311

§ 1607.732 Letler from mndinidual to
Internal Revenue Agent in Charge Re-
lating to a taxable year not beqinmng mn
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)
[+1 4% - T, _for the taxable year ended
194 §
of these excessive profits were included in
mcome for said taxable year in computing
the totat 1ncome and Victory tax in the tax-
payer’s return for the year ended - —oooeemvo
194___ as filed with the
Collector of Internal Revenue abeocemcam—ao
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]

§ 1607.7133 Leiter jrom +ndivdual o
Internal Revenue Agent wn Charge re-
lating to a tazable year not beqinning
1941 (overpayment of 1943 tazx liabilily)

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 elimmation of excessive profits
by.

(tazpayer’s name and address)

in the amount oOf §oceaeeew 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 Seaceeaeea
thereof were mcluded 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 ascistancs in computing
the amount of this credit.
Plence forward your rcply directly to

(name and sddrees of Board or Section)
with o copy to the undersigned.

Very truly yours,

[RR 733]
SUBPART D~—FORLIS RELATING TO AGREEMENTS

Sections 1607741 and 1607.742 are
added as set forth below.

§ 1607741 Agreement [orms—(a)
Standard Form of Agrcement.

17AR CONTRACTS PRICE ADJUSTENT BoAnD

(Department)
RENEGOTIATION AGRETILENT

This agreement {5 entered into as of the
NS {2} S . 184__, by and be-
tween the United States of America (hereln-
after referred to as “the Government”) and

*3 corporation organized and existing under
the laws of the state of »
sco-partners, doing business under the firm
name of
*3 gole proprietor, doing business under the
name of
having its principal oflce Otemcacccccaacaae
.............. (herelnaftér referred to s
“the Contractor”

1. Profits to be eliminated. As a result of
renegotiation pursuant to the Renegotiation
Act, the Government and the Contractor
hereby cCetermine and agree that aecee.. —
Dollarg (§eemmeemmeaae ) of the profits derive
by the Contractor from contracts and sub-
contracts of the Contractor whlch are sub-
ject to renegotiation under the Rencgotia-
tion Act (hereinafter referred to as “sald con-
tracts and subcontracts”) represent the
amount of profits received or accrued under
said contracts and subcontrects durlng the
Contractor's fiscal year ended ocemcmccaaea- .
194_., (hereinafter referred to as “cald fiseal
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 upen the basis of
which the statement tet forth in Exhlbit
A annexed hereto and made a part hercof
was prepared.

The Contractor warrants that the repre-
sentations made by it to the Government
in connection with this renegotlation are
true and correct to the bost knowledge, in-
formation and belief of the Contractor and
that to its best knowledge, information and
belief, the Contractor has dicelosed all
material facts required to malke the Con-
tractor's representations complete and not
misleading.

3. Taz credit under section 3806 of the
Internal Revenue Code. The Contractor
represents that the profits, the amount of
which is sgreed in Article I hercof to he
eliminated, were included in income in the
Contractor’s Federal income and excecs profits
tax returns for sald ficeal year and that the
Contractor has spplied or will promptly apply
for a computation by the Bureau of Internal
Revenue, based upon the assecoments made
to the date of such computation, of the
amount by which the taxes of the Contractor
Yor sald fiscal year payable under Chapters 1,

*Delete inapplicable language.
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24, 2B, 2D, and 2E of the Internal Revenus
Code ard deereaccd by reason of the applica-
tion of Scction 3895 of the Internal Revenu2
Code. Tne amount, if any, co computed will
be allowed a5 a credit against the amount of
profits ogreed in Article 1 to b2 eliminated.
4. Terms of pasyment. The Contractor
agrees to pay to the Government the sum of
Dollars (S ).
being the amount determined in Article 1
hereof to bz eliminated, as follows:
Payment chall be made by checkz to thz
order of the Treasurer of the United States
and forwarded

*= ANl unpald
installments hereunder may af the option of
the Government be declared, and thereupon
chall become, Immediately due and payable,
in the event of a default in the payment of
any Installment continuing for twenty days.

6. Additional profits to be eliminated. If,
a5 a result of the elimination of the amount
of profits determined pursuant to Article 1
hereof, the Contractor shall elther receive a
refund (whether by repayment or credit) or
snall recognize a reduction in ifs Uability
(by glving effect thereto on its books) in
recpect of any item which was allawed as an
item of cost in the determination of sucn
profits, then promptly thereafter, the Con-~
tracter chall pay to the Government, as
additional profits which should be eliminated
a sum equeal to the amount of such refund
or reduction in Hability, by the delivery to

of a checl
payable to the order of the Treasurer of the
United States In such amount.

In the elimination of cald additional profits
the Contractor chall be allowed the tax
credit, if any, provided by Section 3206 of
the Intemal Revenue Code.

6, Corenant against contlingent fees. The
Contractor warrants that 1t has not employed
any percon to collcit or s2cure this agreement
upon any agreement for a commission, par-
centage, brokerage, or contingent fee. Breach
of this warranty chall give the Governmsnt
the right to annul this agreement.

7. Officlals not to bencfit. No member of
or delegate to Congress or resident commis-
sloner or any other parson in the employ or
cervice of the United States shall be admitted
to any share or part of this agreement or to
any kenefit that may arise therefrom, but
this provizlon chnll not ke corstrued to ex-~
tend to this ement If made with a cor-
poration for its general hehefit.

8. Discharge of lsbility. This agreement
chall he final and conclusive according to ifs
terms, and performance by tha Contractor
in accordance herewith shall ke in full dis-
charge of all Habllity of the Confractor under
the Rencgotlation Act for excessive profits
recelved or accrued under sald contracts and
subcontracts for the fl=cal year covered here-
by and, except upon o showing of fraud or
malfeasance or o willful misrepreszntation
of o material fact, this agreement shall not
for the purpsses of the Renegotlation Act
be reopened as to the matters agreed upon,
and shall not be medified by any oficer, em-
ployee, or agent of the Unlted States, and
this agrecment and any determination made
in accordance hereviith chall not b2 annulled,
moedlfled, cot aside, or disregarded In any
sult, action or proceeding.

**1f any part of the profits fo be ellminated
were derived from prime contracts with De-
fence-Plant Corporation, 2MMetals Reserve Com-
pany, Defence Supplies Corporation or Rubber
Reserve Company, incert here: “to the extent
0f 8. ceuennan— ald by check to the order of
and delivered to the RFC Price Adjustment
Board, 811 Vermont Avenue, Washington 23,
D. C., to the extent 0f S
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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, Ezecution of agreement. This agree-
ment has been duly executed by or on behaif
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 suthority 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 Micmeccmcccnmeaaa
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 OF AMERICA.
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-
tlaled 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 &
corporation, authorizing the execution and
delivery of this agreement is to be attached
hereto.

[RR 741.1]

(b) Variations in the standard form—
(1) Forward pricing. When agreement
cannot be reached upon specific price re-
ductions, use may be made of the follow-
ing clause:

The Contractor agrees that so Iong as it
shall have contracts and subcontracts which
are by law subject to renegotiation, 1t will
from time to time adjust its prices under such
contraots and sybcontracts, 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 coomceemeeee

& report setting forth the price reductions, if
any, made during all then expired quarters of
such current fiseal year applicable to its con-
tracts and subcontracts subject to renegotia-
tion, The Contractor further agrees to file a
simllar 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 appraisdl 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 reduction
effected thereby during such fiscal year under
contracts and subcontracts subject to re-
negotintion; and shall include, if available, a
spummary profit and loss statement for the
perlod covered by the report. It isunderstood
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 periods subsequent

to the date of this agreement, the obligations
of the Contractor tinder this article will ngt
bé deemed to be satisfled by refunds or retro-
active price reductions.

Failure on the part of the Contractor to
comply fully with this article shall not con~
Atitute' grounds for reopening this agreement
or for setting aside the discharge provided £y
in Article 8 hereof,

(2) Varwations wn 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 s 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:

ExHIBIT B—LIST OF, AND ALLOCATION OF,
PROFITS TO BE' ELIMINATED AMONG SUBSIDI-
ARIES OF CJONTRACTOR INCLUDED IN THE
RENEGOTIATION

Allocation of Profits

Subsidiaries (1) to be Eliminated (3)

NOTES

(1) Give State of incorporation of each
subsidiary.

(2) Allocation of profits should be in
dollar amounts,

(3) Varwations wmn Article 3 of the
standard form. (1) If the contractor has
not filed his Federal income or income
and excess profits tax returns, or has
filed the return but has not included mn
income as reported therein the profits to
be eliminated, the followmg prowisions
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
Contractoi’s Federal income tax return (or
income  and excess profits tax returns) for
sald fiscal year and, accordingly no tax credit
under Section 3806 of the Internal Revenue
Code is allowed against the 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 1 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 astances, a contractor
will have included 1n income as reported
m his tax returns less than all of the
profits to be elimingted. In such a case
Article 8 should be modified to read as
follows:

3. Tax Credit Under Seotion 8806 of the
Internal Revenue Code, The Contractor
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represents that of the profits agreed in Ave«
tidle 1 heredf to he ellminated Gucuaaaas
were included in incomo in the Contractor's
Federal income tax return (or fncome and
excess profits tax returns) for sald flscal
year and that the Contractor has applied ot
will promptly apply for a computation by
the Bureau of Internal Revenue, baged upon
the assessments made to tho date of such
computation, of the amount by which the
taxes of the Contractor for said flscal year
payable under Chapters 1, 2A, 2B; 2D, and
2E of the Internal Revenute Codo are o«
creased by reason of the application of Sco=
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
ovent, however, that Federal iicome or ©xX«
cess profits taxes shall be assessed upon the
amount of the profits agreed in Articla 1
hereof to be eliminated and which were oxe
cluded from income in the Contractor's ine
come tax return (or Income and excess profity
1A% returns) for-sald fiscal year, there will bo
allowed to the Contractor the credit, if any,
to which it is entitled under Section 3806 of
the Internal Revenue Code with respcot to
such profits.

(iii) In the case of a partnership, the
tax credit applicable against the amount
of the prafits to be eliminated is the ag-
gregate of the credits to which each of
the partners is entifled. Accordingly,
in such a case Article 3 may be modified
to read as follows:

3. Tax Credlt Under Seotion 8808 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 Articlo 1
hereof to be eliminated, was included in hiy
income for his t3zable year in which sald
fiscal year ended in computing his total tax
in his Federal income tax return for sald
taxable year. Each of such partners hag ap-
plied or will promptly apply for a compu-
tation 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 ta¥able year undor
Chapter 1 of the Internal Revenue Code are
decreased by reason of the application of Soc-
tion 3806 of the Internal Revenue Code. Tho
aggregate of the amounts, if any, so com-
puted will be allowed as & credit against the
amount of profits agreed in Artlele 1 to bo
eliminated.

(4) Anti-discrimination clause,
Whenever a renegofiation agreement ex-
ecuted under the Act expressly purports
to modify the terms of specified exlisting
prime contracts with any of the Depart-
ments with respect to future deliveries,
and the contract or contracts to be modi-
fied do not contain an anti-discrimina-
tion clause then the agreement shall in-
clude the following provision:

Anti-diseriminagtion. (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 orlgin,

(b) The Contractor agrees that tho pro-
vision of paragraph (a) above will also bo in«
serted in all of its subcontracts. For tho
purpose of this article, a subcontract 13 do«
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 one

<tity, for a specific part of tho work, to bo

performed in connectfon with tho supplies
or services furnished under this contraot:
Provided, however, That & contract for the
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Iurnishing of standard or commerclal ar-
ticles or raw material shall ndt Be consld-
ered as a subcontract,

(5) Varwations wn Article 4 of the
standard form—@) If the profits to Be
elimnated are to be paid in 1installments,
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 Ariicle 3, as follows:

(2) $--—<-—--, 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

[4) 5 T , less the pro rata proportion
of the tax credit applicable thereto, on or
before oo 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.

(i) If the amount of the tax credit has
been ascertained before the agreecment 1s
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 hersof to be eliminated and the
amount of the tax credit referred to In
Article 3 which has been determined to be
applicable thereto, as follows:

________ within ten.days after the Con-
tractor shall have received a fully executed
counterpart of this agreement, and
f- I — on or before _ceccmanocccva- , 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 instaliment continuing
for twenty days.

[RR 741.2]

(c) Contents of Exhibit A to the
Standard Form of Agreement. Exhibit
A referred to mn the Standard Form of
Agreement shall contain, as a mimimum,
the following financial data and infor-
mation:

(1) The amount of net sales under
fixed price contracts in the aggregate
and segregated as befween renegotiable
and non-renegotiable business.

*1f any part of the profits to be eliminated
were derived from prime contracts with De-
fense Plant Corporation, Metals Reserve Com-~
pany, Defense Supplles 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 RFC Price Adjustment Bogrd,
811 Vermont Avenue, Washington 25, D. C.

(2) The net profit on each such
gmount of fixed price business before
Federal taxes on income,

(3) The aggresate amount of billings
under cost-plus-fixed-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.

(6) 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-fixed-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, [RR 741.3]

(d) Contents of Ezhibit B to the
Standard Form of Agrcement. Sece §
1607.741 (b) (2) [RR 741.4)

(e) Contents of Ezhibit C to the Stand-
ard Form of Agreement. See § 1605.5035.
[RR 741.51

§ 1607.742° Clearance Notice.

Yar CoNTRACTS PRICE ADJUSTMENRT E0ARD

(Department)
CLEARANCE
............. —y 104
To:

As a result of rencgotiation pursuant to
the Renegotintion Act, between the United
States of Amerlca (hereinafter referred to as
“the Government”) and ... ———————— ——

(If not a corporation, incert proper deccrip~

tion)
corporation having its princfpat ofice at
in the City ot
.......... State of coccacaaa. (herelnnfter

referred to as “the Contractor"), 1t has bhsen
determined that no excessive profits have
been recelved by or accrued to the Contractor
during the contractor's ficeal year ended
............... (herelnafter reforred to as
“sald fiscal year"), from contracts and sub-
contracts of the Contractor which are subject
to renegotintion pursuant to the Rencgotin~
tion Act and which were included ns ronego-
tiable businecs in the financlol and other
data upon which this determination i5 baced
(herelnafter referred to as “scald contracts
and subcontracts”).

The determination and diccharge hereln
are based upon dats submitted by the Con-
tractor including a statement of income and
other financial dato for satd fiseal year.

This instrument sholl constitute g final
determination that no excessive profits have
been recelved by or accrued to the Contractor
during said fiscal year from sald contracts
and subcontracts and shall finally dischargo
the Contractor of any liabllity under tho
Renegotiation Act for excessive profits dee
rived during sald ficcal year from sald cone
tracts and subcontracts, subject, however, to
the right of the Government, or it duly au.
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thorlzed reprecentative, to reopen this rene-
gotiation and modify or anhul the determi-
nation and discharge hereln upon 2 ghowing
of {fraud or malfeacance or a willful misrep-
rccentation of o material fact, including a
wilful cmission by the Contractor to state &
materlal fact required to make any represent-
atlon of the Contractor not misleading,

Tals determination and discharge shall
not ba cffective with respect to any amounts
heretofore or hereafter recelved by the Con-
tractor under any of the contracts or sub-
contracts of the Contractor which are subfect
to renezotiation unless such amounts were
reflected in income for said 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 Congre:zs or resident commis~
cloner, or any other person In the employ
or sarvice of the United States, shall be ad-
mitted to any share or part of this instru-
ment or to any benefit that may arke
therefrom, but this provision shall not be
construcd to extend to this instrument if
made with o corporation for its general bene-
1it, and (b) the Contractor has not employed
any percon to gollelt or secure this instru-
ment upon any agreement for a commission,
percentage, brokerage or contingent fee; and
(c) the Contracter will notify the War Con-
tracts Price Adjustment Board promptly of
the recelpt of any amounts paid to the Con-
tractor under aby of the contracts or sub-
contracts referred to above, which amaunts
are applicable to cald fiscal year and which
were not reflected in income for satd fizcal
year In fhe financial data submitted by the
Contraoctor. Breach of any of the foregoing
conditions will give the Government the
right to annul this determination.

VraaTzp STATES 07 AMERICA.

By
(Title)

Acting on k2balf of the War Contracts Price
Adjustment Board created by the Renega-
tiation Act, undzr duz delegations of au-
thority made pursuant to subzaction (d)
(4) of the Renegotiation Act.

[RR 7421
SUBPART E—FORLIS OF REFORTS
Subpart E is added, as set forth balow.

Sec.
1607.761 PrcZrets and operations reports.

(3) Form No. SPRA-O (Weekly Progres3
Report of Dcpartments).

(b) Instructions for Preparation of Da-
partmental Board Weekly Progress
Report (Form SPRA-O).

(¢) Form No. SPRA I (Weekly Progress Re-
port of War Department Services).

(d) Instructions for Preparation of War
Department Weekly Progress Report
(Form SPRA I).

(e) Form INo. SPRA I-B (War Department
Price Adjustment Board “Status of
Renegotiation Report™).

(f) Form INo. SPRA I-BB (1243 Fiscal Year
Asslpnments “Status of Renegotla-
tion Report”).

(g) Form No. SPRA I-C (War Department
Price Adjustment Board “Operations
Report”).

(h) Form No. SPRA I-CC (1843 Fiscal Year
Aczignments “Operations Report”).

1€07.752 Statement to be furnished con-
tractor.

(a) General instructions.

(b) Form of statement and specifis in-
structions as to its preparation
(statutory).

(o) Substitute paragraphs for the state-
ment where statutory defermination
has not yet been made,
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§ 1607161 Progress angd operations re
this section, only SPRA I (seé § 1607.751 f’
War Department.)

orts. )
63 and (d)) is prepar

(Note: Of the, forms S;égterre_d ;o in

by Services of the

(a) Foym No. SPRA-O (Weekly Progress Report of Departments)

SPRA-O

DEPARTMENTAL BOARD WEEKLY PROGRESS REFPORT
(Fiscal Year 1843 Assignments)

From:
(Depditment)

Close of Friday

To! Assignments & Statistics Branch WDPAB—Statistics & Progress Section

*Nora: Before transmitting Weekly Progress Report indicate in appropriate box the number
of the last Transmittal Report to or from WDPAB-—for reconcilement purposes.

(*) -

Gross assignments received to date.

1.
g 2a. Less—Reassignmehts requested, pending at WDPAB
B 2b. Lezs—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

¢. Bong flde oral agreements reachéd
d. Signed agreements in process.

e. Sub-total (4a through 4d)

6. Report on completed assignments:
6a. Completed settlements

Number
of Tabu-
lation
Forms
SPRAE-8
Attached

6c. Completed clearances

Bb. Impasse cases—Unilateral determinatiohs (final)

Oancellations:

Bd-1. Requested—Pending at WDPAB

B8 Erod

Bd-2, Approved—Confirmed by WDPAB
6e, Sub-total (6a through 5d-2)

6. Grand Total (4e plus 5e should agfes With line 3)

Rev, 26 May 1944
[RR 751.1]

(b) Instructions for Preparation of
Departmental Board Weekly Progress
Report (Form SPRA-O)

INSTRUCTIONS FOR THE PREPARATION OF DE-
PARTMENTAL BOARD WEEKLY PROGRESS RE-
PORT (SPRA-O)

(Fiscal Year 1943 Assignments)

The Weekly Progress Report SPRA-O to
be submitted hy the

1. Navy Department—Price Adjustment
Board

2. Navy Departmenf—Procuremsent Legal
Division

3. Maritime Commission-

4, Reconstruction Finance Corporation

6. Treasury Department

6. War Shipping Administration

to the Assignmonts and Statistics Branch of
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 éa)
the progress of renegotiation (items 4a to 4d)

and (b) the degree of accomplishment on
assignments completed (items 5a to Bd-é)
and (c) as & 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 wuni-
lateral determinations..

Items Reported: (In order of lines on Form
SPRA-0). J

Iine 1. Total gross assignments recefved
to date (It will be noted this figure is never
adjusted downward). Information source:
Cumulative total on last Assignment Trans.
Report SPRA I~1 recelved by you from
WDPAB:

Line 2a. Less reassignments requested—
Pending at WDPAB. Information source:
Plus—Cumulative total on last Reassign-
ment Request Trans. Report SPRA I-2a5dl.
Minus—Cumulative fotal on Iast Disap-
proved Reassignment Trans. Repori SPRA
I-2axbdix. Minus-— Cumulative total on
Jast Approved Reassignment Trans. Report
SPRA I-2b56d2, Net — Reasslgnments re-
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quested—pending,
{ine 2a.

Line 2b, Less reassignments approved —
Confirmed. by WDPAB. Information sourcot
Cumulative total on last Approved Reassigne
ment Trans. Report SPRA I-2b5d2 dellvered
to yoy by WDPAB.

Line 3. Net assignments charged to this
Department. Information source: XLino 1
minus lines 2a and 2b.

Line 4. Report of progress on net assign-
ments in process.

Iine 4a. Renegotiation not inttigted. In-
formation source: Report to you from your
Field Ofilces covering 1043 assignments on
which renegotiation has 1ot begun®

Line 4b. Statutory renegotistion begun.
Information source: Report to you from your
Field Offices covering 1943 assignmonts on
which renegotiation has begun but on whioh
a bona fide oral agreement has not been
reached with contractor.

Line 4c. Bona fide oral agreements reached.
Information source: Report to you from your
Field Offices covering 1943 assignments on
which a bona fide oral agreement has boon
reached with contractor.

Line 4d. Signed agreements in process, In-
formation source: Report to you from your
Field Offices plus completed cases under 1o«
view in Office of Chief prior to dollvery to
WDPAB of Tabulation Report SPRAE-8 at«
t{ached to Completed Settlement Transmittal
Report SPRA I-5a.

Line 4e. Sub-total of lines 4a through 4d.

Line 5. Report on completed assignments,

Line 5a. Completed settlements, Infors
mation source: Cumulative total on your
last numbered Completed Settlement Trans-
mittal Report SPRA I-5a already deltvered to
WDPAB with Tabulation Form SPRAE-8 for
each Settlement attached.

Line 6b, Impasse cases—Unilateral deters
mingtions. Information source: Cumulative
total on your Ilast numbered Impasse
Unilateral Determination Transmittal Ropors
SPRA I-6b already delivered to WDPAB with
Tabulation Form SPRAE-8 for each Unilatoral
Determination attached.

Line Ge. Completed clearances, Informn=
tion source: Cumulative total on your Iast
numbered Completed Clearance Transmittal
Report SPRA I-5c already dellvered 10
WDPAB with Tabulation Form SPRAF-8 for
each Completed Clearance attached,

Line §d-1. Cancellations request o d—
Pending at WDPAB., Information source:
Plus—Cumulative total on last Cancellation
Request Trans. Report SPRA I-2abdl,
Minus—Cumulative total on last Disapproved
Cancellation Trans. Report SPRA I-2ax5dix.
Minus—Cumulative fotal on Iast Approved
Cancellation Trans. Report SPRA I-2b5da,
Net—Cancellafions requested—pending, To=
tal to be reported on 1line 5d-1,

Line 6d-2. Cancellations approved—~Con«
firmed by WDPAB. Information gourco!
Cumulative total on last Approved Cancol
lation Trans. Report SPRA I-2b5d2 delivored
to you by WDPAB.

Line Se. Sub-total of lines Ga through
5a-2,

Line 6. Grand total (Line 4o plus lino 8o
should agree with lne 8),

Rev. 26 May 1944.

[RR 751.2]

Totel to he reported on
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(c) Form No.SPRA I (Weekly Progress Report of War Deparlment Services).

SPRA 1
TWaAR DEPARTMENT
WEEELY PROGRESS REPORT
(Fiscal Year 1943 Assignrhents)
From: e Close of Friday
To: Assignments & Statistics Branch WDPAB--Statistics & Prcgress Eection ¢

*Notg: Before transmitting Weekly Progress Report to WWDPAB indicate in approzimgte
box the number of the last Transmittal Report to or from WDPAB--for reconcllemént

purposes.

*)

O 1. Gross assignments received to date

- ——————

O 2a. Less—Reassignments requested, pending at WDPAB

0 2b. Less—Reassignment approved, confirmed by WDPAB
. 3. Net—Assignments charged to this Service

4. Report of progress on net assignments with service:

a. Renegotiation not initiated

b. Statutory renegotiation begun

c. Bona fide oral agreements reached

d. Signed agreements in process,

i

e. Sub-total (4a through 4d)

5. Reconciliation report on assignments delivered to WWDPAB:

Completed Setilements:
5a~1. For WDPAB Review.

5a-2. For WDPAB Approval

5b Impasse Cases
Completed Clearances:
5c-1. For WDPAB Review.

§c-2. For WDPAB Approval

Cancellations:

5d~1. Requested—Pending at WDPAB
5d-2. . Approved—Confirmed by WDPAB

oo oo oog

be. Sub-total (5a tarough 5d)

6. Grand total (4e plus Se should agree with line 3)

Rev. 26 May 1944
[RR 75131

(@) Instructions for opreparation of
War Department Weekly Progress Re-
port (Form SPRA I)

INSTRUCTIONS FOR THE PREPARATION OF Wam
DEPARTZIENT WERELY PROGRESS 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 Prozress Report SPRA I to he
submitted by the Chiefs of Price Adjustment
Sections to the War Department Price Ad-
justment Board is designed to show (2) 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)
ss a reconrciliation 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

SFRA 1)
Line 1. Total gross assignments received
to date. (It will be noted that this figure is

No.113—17

never adjusted downward). Informaticn
source: Cumulative total on last Acsignment
Trans. Report SPRA I-1 received by you from
TDPAB.

Line 2a. Less—Reassignments requested—
Pending at WDPAB. Informatlon source:
Plus—Cumulative total on 1last Reassiznment
Request Trens. Report SPRA I-2a5dl.
Minus—Cumulative total on last Disapproved
Reassignment Trans, Report SPRA I-Cax5dlx.
Minus—Cumulative total on last Approved
Reasslgnment Trans. Report SPRA X-2d45d42,
Net— Reassignments  requested — Pending.,
Total to be reported on lne 2a,

Line 2b. Less—Recassignments approtved—
Confirmed by YDPAB. Information cource:
Cumulative total on lagt Approved Reas-
sipnment Trans. Report SPRA X-2b5d2 de-
livered to you by WDPAB,

Line 3. Net assignments charged to this
Service. Information source: Line 1 XSinus
lines 2a and 2b.

YIine 4. Report of progress on met assign-
ments with Service.

Line 4n, Renegotiation not initiated, In-
formation source: Report to you from your
Field Offices covering 1843 Ascignments on
which renegotiation has not begun.

Line 4b, Statutory renegotiatfon begun.
Information source: Report to you from your
Field Offices covering 1843 Acsignments on
which renegotiation lias begun but on which
& bona fide oral agreement has not been
reached with Contractor.

Line 4c. Bona fide oral agrecments
reached. Informatlon source: Report to you

6193

from your Field Ofices covering 1943 Assign-
ments on vhich o bona fide oral agreement
hes been reached with Contractor.

Line 44, Signed egreemsents in gprocess.
Information cource: Report to you from your
Field Ofiices plus completed cases under re-
view in Oilce of Chict of Sarvice prior to de-
Uvery to WDPAB attached to Comnleted Sat-
tlement Trans. Report SPRA I-5abe.

Line 4e. Subglotal of lines 4z through 4d

Lino 6. Reconciliation report on asst
ments delivered to W DPAB.

Line B&a-1, Completed scttlements Jfor
WDPAB rerfew. Information scurce: Plus—
Cumulative total on your last numbered
Completed Scttlements Trans. Report SPRA
I-Cabe covering completed cettlements de-
lUvered to WDPAB for review. Minus—Cumu-
lative total on last Returned Sazttlements
Trans, Report SPRA I-Sabex. Net—Come
pleted cettlements in bhands of WDPAB for
review. Total to be reported on line 5a-1.

Line §&2-2. Completed cettlements for
WDPAB gpproval. Information source
Pluz—Cumulative tatal on your last num-
bored Completed Sattlements Trans. Report
SPRA I-Sabes covering Completed Sazttle-
ments delivered to WDPAB for epproral.
Minus—Cumulative total on lzst Returned
Sattlements Trans. Report SPRA I-5abex.
Net—Completed gottlements in hands of
WDPAB for approval. Total to ke reported
on line Ga-2.

Line §b. Impasce cases. Information
cource: Pluc—Cumulative total on your last
numtercd Impacze Trans. Report SFRA I~
§ahe delivered to WDPAB. Minus—Cumulze
tive total on last Returned Impasse Trans.
Report SPRA I-5abcx. Net—Impasze cases
in hands of WDPAB—Tgtal to be reported on
Iine &b,

Line §c-1. Completed clearances for
WDPAB review. Information cource: Plus—
Cumulative fotal on your last numkered
Completed Clearance Trans. Report SFRA
I-S5aks delivered to WDPAB for rericw.
Minuz—Cumulative total on last Returmed
Clearance Trans, Roport SPRA I-5abex. INat—
Completed clezrances in hands of WDPAB
for review. Total to b2 reported on line
Ge-1.

Line G&ec-2. Completed clearances for
WDPAB approval. Information source:
Flus—Cumulative total on your last num-
bered Completed Clearance Trans. Report
SPRA I-Sabe delivered to WDPAB for cp-
proval. Minus—Cumulative total on last
Returned Clearance Trans. Report SPRA
I-Sahox, Net—Completed clearance in hands
of WWDPAB for approval—Total to be reparted
on line Ec-2.

Line 5d-1. Cancellations requested—Pend-
ing at WDPAB. Information source: Plus—
Cumulative total on last Cancellation Re-
quest Trans. Report SPRA T-225d1. 2inus—
Cumulative total oen last Disapproved Can-
cellation Trans. Report SPRA I 2az5dix.
24inus—Cumulative total on last Approved
Cancellation Trans. Report SPRA I-20542.
Net—Cancellations requ”ted—l’endmg. To-~
tal to be reported on line 5d-1.

Line §d4-2. Cancellations appfoved—c
firmed by WDPAB. Information source: Ou-
mulativa total on 1ast Approved Cancellation
Trans. Report SPRA I-2b5d2 delivered to you
by WDPAB.

Linc 52,
5d-2.

Line 6. Grang tofal (Line 4e plus line 52
ghould egree with line 3).

Rev. 26.24ay 1844.

[RR 75141

" Sub-total of lines 5a-1 througn
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§ 16077152 Siatement to be furnished
contractor—(a) General wmnstructions.
(1) Subsection (¢) (1) of the Renegotia-
tion Act of 1943 requres 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 mm 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 1n
The Tax Court of the United States as
proof of the facts or conclusions stated
theremn.

(4) The statement 1s divided into four
principal parts:

(i) Designation of the contractor and
the fiscal year under review.

(ii) Determnation of excessive profits.

(iii) Summary of the relevant facts
upon whach the determunation 1s based.

(iv) Reasons for the determunation.
[RR 7521

(b) Form of statement and specific -
structions as to its preparation (staiu-
tory)—(1) Deswgnation of the contractor
and fiscal period.

To:

(Contractor’s name and address)

Fiscal Year

In zccordance with the provisions of sub-
section (¢) (1) of the Renegotiation Act, you
are hereby furmished a statement showing,
for your fiscal year above set forth, the de-
termnation 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 mnserted at this pomnt:

This statement 1s final only in the event
that the deterrndtion by order to which it
relates is final,

(2) Determunation of excessie profits.

Pursuant to the provisions of the Renego-
tiation Act, it has been determined by ————._
{order)

(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) Financwal comparisons. There shall
be made part of this statement compara-
tive financial statements of the contrac-
tor which may be 1n the form of exhibits
attached to the statement. -If exhibits
are used, they should be described and
referred to 1 this part of the statement.

Comparative balance sheets prepared
from those furmished 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
mcluded.

Comparative mcome statements for
the same fiscal periods shall be inciuded.

-

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
rererred to in this subparagraph (3) ),
may be incorporated by reference. In
the case of a statement furnished after
a determination by agreement or order,
such financial comparisons may be cmit-
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 jacts related to the deter-
mnation. 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-
tion 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 jor 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. [RR 752.2]

(c) Substitute paragraphs jfor the
statement where statutory determina-
tion Ras 1ot yet been made. (1) Desig-
nation of the contractor and purpose of
statement,

To

(Contractor's name and address)
Fisecal Year
You are herchy furnished with a statement

of the facts and reasons upon which the
opinifon of (name of Board or Scction) as
to the amount of excessive profits for your
fiscal year above set forth was baced. Such
statement is furnished for the purpose of
assisting you in determining whether or not
you wish to enter into an aBrcement pro-
viding for the eliminetion of such excezsive
profits. It is not & statutory statement os
provided in subsectlon (c) (1) of the Re-
negotiation Act.

(2) Stalement of opinion of exzessive
profits.

In the opinion of (name of Board or Eec-
tion) the amount of excessive profits re-
celved or accrued by you during such fiseal
year under contracts or subcontracts subject

to renegotiation 15 $acecna-a .
[RB 752.31
SUBPART I-—ADDRESSES

Subpart I is amended to read as
follows:

§ 1607.191 Var Contracts Price Ad-
qustment Board.

() Principal Office. 118 18th Street NY7.,
ashington 6, D. O. Tel. Republlc 7400, Ext.
4788.

(RR 791.11
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(b) Chairman. War Contracts Price Ad-
justment Board, Attention: Mr. Joseph AL
Paodge, Chairman, Room 3D €34, The Penta-
gon, Wachington 25, D.C. Tel. Republic 6700,

. T3173.

[RR 791.2]

(c) Oficc of General Counsel. War Con-
tracts Price Adjustment Board, Attention:
2Mr. W. James MacIntosh, General Counsel,
Raoom 3D 630, The Pentagon, Washington 23,
D. C. Tel. Republic 6720, Ext. 72191,

[RR 791.3]

(d) Assipnment Office. Assiqmments acd
Statistics Branch, Renegotiation Dilvision,
Room 3D 573, The Fentagon, Washington 23,
D. C. Tel. Republic 6700, Ext. 73673; or Clear~
ance and Acsignment Oiicer, Post Odcz Box
2707, Washington 23, D. C. Tel. Republe 6700,
Ext. 73678.

[RR 791.4]

(e) Pentogon Ofice. Reoom 3B 532, The
Pentagon, Wachington 25, D. C. Tel. Republic
6700, Ext. 73636.

[RR 791.51

8§ 1607.792 Departmental Price Ad-
qustment Boards.

War Department Price Adjustment Board,
Attention: Lt. Col. W. H. Coulzon, Executive
Officer, Room 3D 573, The Pentagon, Wash-
ington 23, D. C. Tel. Republlc 6700, Ext.
8672,

Navy Price Adjustment Board, Attention:
Mr. Laird Bell, Chairman, 718 18th Street,
NW., Washington 6, D. C. ‘Tel. Republic
7400, Ext. 5169 or 62729.

Treacury Department Price Adjustment
Board, Attention: Captain H. C. Maull, Jr,,
Cunalrman, 5304 Procurement Building, Tth
and D Streets SW., Washington 25, D.C. Tel
District 5700, Ext, 2103.

Maritime Commission Price Adjustment
Board, Attention: Commander A. G. Ryd-
strom, Room 512, Electrical Workers Build-
ing, 1200 15th Street NW., Washinzton 25,
D. C. Tel. Executive 3340, Ext. €05 or €07.

War Shipping Administration Price Ad-
justment. Board, Attention: Mr. James IL.
2furphy, Chalrman, 39 Broadway, New Tork
6, Neswr York. Tel. Whitehall 3-8600.

Reconstruction Finance Corporation Frice
Adfjustment Board, Attention: Mr. Charles
T. Fisher, Jr., Choirman, Lafayette Bullding,
811 Vermont Avenue NW., Washington 235,
D. C. Tel. Executive 3111, Ext. 8 or 48.

§ 1607.793 War Department Price Ad-
Justment Sections.

(a) Headquarters. Price Adjustment
Branch, Control Offce, AC/AS M. M. & D.
Army Afr Forces, Room 5C 884, The Pentagon,
Washington 25, D. C. Tel. Republic 6702,
Exts. 72209, 4420, 4577.

Price Adjustment Office, Material Com-
mand, Army Alr Forces, Wright Fiald, Dayten,
Ohfo. Tel. Eenmore 7111, Exts. 22135, 23232,
25225,

The Calef of Chemical Warfare, Attention:
Major Robort M. Estes, Purchase Pollcles
Branch, Baltimore Sub-Ofiice, OC CWS, 260
West Baltimore Street, Baltimore 1, Mary-
land. Tel. Lexington 0T10.

The Chief of Engineers, Aftenflop: Mr.
H. W. Loving, Pricc Adjustment Szction,
Reom 51€), New War Dcpartment Building,
Washington 25, D. C. Tel. Republic 6700,
Ext. 76225.

The Chief of Ordnance, Attention: 2ajor
John 2f lMarble, Purchaze Policy Section,
Room 5D 400, The Pentagon, Washington 25,
D. C. Tel. Republic 6700, Ext. 2233.

Tne Quartermaster General, Atfention:
Lt. Col. B. P. Colt, Price Adjustment Section,
Room 2327, Temp. B., 2nd and Q Streets SW.,
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Washington 25, D. 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 Bulilding, 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 26, D. C. Tel. Republic 6700, Ext.
4506.

[RR 793.11

(b) Field Offices of Price Adjustment Sec-
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, Ohlio,
'Tel. Endicott 7200.

8606 West Warren Avenue,
Michigan, Tel. Hogarth 8730.

3636 Beverly Boulevard, Los Angeles b4,
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, Georgla, 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 Bullding, Columbus
18, Ohlo, 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 Fraxcisco, Cali-
fornia, Tel. Garfield 6900.

(38) 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, 1ili-
nois, Tel, Franklin 4900.

Big Four Building, Cincinnati 1, Ohio, Tel.
Cherry 3800.

1006 Terminal Tower Building, Cleveland
13, Ohio, Tel. Main 0870.

1832 National Bank Building, Detroit 32,
Michigan, Tel. Randolph 9360.

Room 1816—80 Broadway, New York 5, New
‘York, Tel. Hanover 2-7300.

160 South Broad Street, Philadelphia~2,
Pennsylvanla, Tel. Locust 4020.

1202 Chamber of Commerce Bullding, Pitts-
burgh 9, Pennsylvania, Tel. Grant 5966.

1238 Mercantile Building, Rochester 4, New
York, Tel. Stone 3203.

3663 -Lindell Boulevard, St. Youis 8, Mis-
souri, Tel. Jefferson 7380.

402 Hotel Empire, San Franeisco .1, Cali-
fornia, Tels Underhill 3306.

g5 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 and Cali-
fornia Streets, San Francisco 4, Oalifornia,
Tel, Exbrool '7467.

Detrojt 32,

16th Floor Woodside Building, Greenville,
South Carolina, Tel. 7140.

(5) Sigral Corps. 1 North La Salle Street,
Chicago 2, Illinois, Tel. State 9160.

17th and Sansom Streets, Architects Build-
ing, Philadelphia 3, Pennsylvania, Tel. Rit-~
tenhouse §950.

(8) Surgeon General. 52 Broadway, New
York 4, New York, Tel. Hanover 2-5200.

Room 1425, Civic Opera Bullding, 20 North
Wacker Drive, Chicago 6, Illinois, Tel. Ran~
dolph 1311.

[RR 793.2]

§ 1607.794 Navy Deparitment

(a) Navy Price Adjustment Board. (1)
‘Washington Division, 718 18th Street, N. W,,
Washington 6, D. C. Tel. Republic 7400, Ext,
62729.

(2) New TYork 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, Ilinols. Tel. And~
over 5740,

(4) San Francisco Division, 727 Financial
Center Building, 405 Montgomery Street, San
Francisco 4, California. Tel Exbrook 1161.

[RR 794.11

(b) Services, and Sales Renegotiation Sec-
tion. (1) Office of the Under Secrstary 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 Divislonal 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, Illinols.
Tel. Wabash 2900, Ext, 372-8.

(6) 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, Los Angeles 14, California. Tel.
Trinity 1432

[RR 794.21

.. (¢) Price Rewsion Division. Price Revision
Division, PM320; Office of Procurement and
Material, Main Navy Building, Room 2234,
Washington 25, D. C. Tel. Republic 7400, Ext.
63009.

[RR 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.

[RR 7951

PArRT 1608—STATUTES, ORDERS, JOINT
REGULATIONS AND DIRECTIVES

SUBPART A—STATUTES, EXECUTIVE ORDERS
AND TAX COURT RULES

Section 1608.806 1s added, as follows:

§ 1608.806 Tax Court rule governing

renegotiation of war contracts cases.
(See 9 FR. 3286) [RR 8061

19 F.R. 4156.
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SUBPART D—EXEMPTIONS

Subpart D is added, as set forth below!

Sec,
1608.841 Raw material exemption,
1608.842 Public utility exemptions.
(a) Electric power,
{b) Gas.
(c) ‘Transportation.
(d) Communications.
{e) Subcontracts.
(f) Scope of exemptions.
1608.843 List of exempted foods.

§ 1608.841 Raw malerial exemption.
Pursuant to subsection(1) (2) of the 1943
act thesWar Contracts Board has issued
the following -regulation concerning the
exemption of contracts and subcontracts
for certain products of the kind described
lntsubsection ) Q) (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 crughed stone.

Alumina; aluminum sulfate; aluminum
ingots and pigs.

Asphalt, natural.

Antimony ore, crude; antimony ore, cone
centrated; antimony metal; antimony oxide;
antimony sulfide.

Arsenfc, crude; arsenic powder; arsenious
oxide (white arsenic).

Asbestos rock; asbestos fibre.

Bauzxite, crude; calcined or cried baugite;
bauxite abrasive grains.

Beryl ore and concentrates; beryllium oX«
ide; beryllium metal; beryllium master alloys.

Bismuth metal.

Borax.

Cadmium flue dust; cadmium oxide; cad
mium balls and slabs.

China clay; kaolin; fire clay; brick and tile
made from clays other than ltaolln, chinm
and fire clay.

Chromium ore and ferrochrome; chromite
not processed beyond the form or state sult«
able for use as a refractory; bichromates.

Coal, prepared; run-of-mine coal.

Cobalt oxide; cobalt anodes, shot and ron«
delles.

Columbium ore and concentrates; coliutms-
bium oxide; ferrocolumbium,

Copper ore, crude; copper ore, concentratod;
copper matte; blister copper; copper billoty,
cathodes, cakes, ingots, ingot bars, powder,
slabs and wirebars,

Corundum ore and concentrates; coruns

-dum grain.

Cryolite ore and concentrates.

Dilaspore; diaspore brick.

Diatomaceous silica, lump, block, briclk
and powder,

Feldspar, crude and ground.

Ferrosilicon.

Fluorspar ore; fluorspar fluxing gravel;
lump ceramic ground fluorspar; acld graces
of fluorspar.

Gas, natural, hot processed or treated
further than the processing or treating cug-
tomarily occurring at.or near the woell.

CGraphite ore and concentrates; flalke
graphite; graphite fines, lump and c¢hip;
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;
brick.

Lead ore; refined lead bars, ingots and pigs;
antimonial lead bars, ingots and pige.

Limestone; crushed lmestone.

Magnesite; dead burned magnesito,

kynnite
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Magnesium-bearing minerals, Iincluding
brucite; magnesium oxide; magnesium chlo-
ride; metallic magnesium, pigs and ingots.

Mercury ore; mercury metal,

Manganese ore; ferromanganese, including
spiegeleisen; silicomanganese.

Mica, crude, hand-cobbed; block mica; sheet
mica, including splittings; wet or dry ground
mica.

NMolybdenum ore and concentrates; molyb-
denum oxide; calcium molybdate; Zferro-
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, mmcluding ingot and powder.

Pumice, lump.

Radium bromide; radium sulfate; radium

gas.

Rhodium metal, including ingot and pow-
der.

Ruthenium® metal, Including ingot and
powder.

Salt, rock; evaporated salt; soda ash, am-{
mome and electrolytic caustic soda and bi-
carbonate of soda when derived directly by
treatment of brine.

Sea shells; oyster shells; clam and reef
shells.

Selenium metal.

Silver, refined; 1ncluding bars, shot, powder
and grains.

Stone, rough dimension.

Sulfur, crude.

Sulfuric acid; oleum (other than suifuric
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.

Tele, crude, ground and sawed.

‘Tantalum ore and concentrates; tantalum
double ffuoride.

Tellurium metal.

Tin ore and concentrates; refined pig tin.

Titanium-bearing ores and concentrates,
including ilmenite and rutile; titanium
ozide; ferrotitanium.

Tungsten ore and concentrates; sodium
tungstate; ferrétungsten; tungsten metal, in-
cluding powder; tungstic oxide.

TUramwum 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.

Zirconmum ores and concentrates.

(b) Subject to the provisions of para-
graph (c¢) hereof, it 15 determined that
each of the exempted products is “the
product of a mine, oil or gas well, or
other muneral or natural deposit, or tim-
ber, which has not heen processed, re-
fined, or treated beyond the first form
or state suitable for industrial wuse”
within subsection (1) (1) (B) of the Re-
negotiation Act. The provisions of such
act shall not apply to contracts and sub-
contracts fior any of the exempted prod-
uets.

(¢) This determination 1s made under
the principles set forth in § 1603.344 (a)

of thus 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 produéts 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 contamed in parasraph (a) herpof.
(RR 841]

§ 1608.842 Public utility exemptions—
(a) Electric power (1) Pursuant to
subsection (1) (4) of the Renegotiation
Act of 1943 (including subsection () (4)
(B) and () (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
prgvxsxons of the Renegotiation Act of
1943:

(i) Any contract or subcontract with o
public utility for the delivery of electric
vower 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 fiseal
year, amounts recefved or accrued under
such contract or subcontract for such
fiscal year shall not be exempt from re-
x(u;gotiatlon 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:

(@) If such subcontract for electric
power 15 with a contractor having a con-
tract with a Department providing for
the reimbursement by a Dzpartment 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 power shall not be ex-
empt from renegotiation by reason of
this subdivision (if)

(2) Amounts received or accrued under
any contract or subcontract with a pub-
lic utility with respect to the construc-
tion or installatfon of facilitles for the
generation, transmission or distributon
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. [RR 842.1]

(b) Gas. (1) Pursuant to subsection
(i) (4) of the Renegotiation Act of 1843
(including subsection (1) (4) (B) and
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1) @ (F)) the followinz classes and
types of gontracts and subcontracts are
exempt to the extent provided in this
paragraph from all of the provisitns of
the Renegotiation Act of 1943:

(1) Any contract or subcontract with
& 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 confract 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 fractionalpart of twelve months, the
$50,000. amount shall bz reduced fo the
same fractional part thereof for the pur-
noses of this subdivision.

(1) 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:

(@) 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

() If a Department has contracted to
pay or guarantee the payment of amounts
payable under such sukcontract for gas,

then in either such case such subcontsact
for gas shall not be exempt from re-
x(lﬁt);otiation by reason of this subdivision

(2) Amountsreceived or accrued under
any contract or subcontract with a public
utiiity 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. [RR 84221

(c) Transportation. Pursuanttosub-
section (1). (4) of the Renegotiation Act
of 1943 (including subsection @) (4)
(B) and (i) (4) () the followmng
classes and types of contracts and sub-
contracts are exempt from all of the pro-
vislons of the Renegotiation Act of 1943:

(1) Contracts and subcontracts with
common carriers to furmsh 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 wwhen mada at
rates or charges which the Department
conducting the renegotiation mn its dis-
cretion shall defermine o be no higher
than such published rates or charges
for transportation of a comparable char-
acter. [RR 842.3]

(d) Communications. Pursuant to
subseetion (1) (4) of the Renegotiation
Act of 1843 (Including subsection (i) &)
(B) and () (49 () the folowmng
classes and types of confracts and sub-
contracts are exempt from all of the
provisions of the Renezotiafion Act of
1943:

(1) Contracts and subecontracts 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-
Iatoly body, or when made at rates or
charges which the Department conduct-
ing the renegotigtion 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) Subconitracts. Pursuant to sub-
section (i) (4) of the Renegotiation Act
of 1943 (including ‘subsection ({) (4)
(B) and (1) (4) (7)) the following classes
and types of contracts and subcontracts
are exempt from all of the provisions of
the Renégotiation Act of 1943.

(1) Subcontracts under any contracts
or subcontracts exempted pursuant to
paragraphs (a) threugh (d) nclusive, of
this section. [RR.842.51

(f) Scope of exemptions. All of the
exemptions mage 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 contamn renegotiation pro-
vislons. [RR 842.6] )

§ 1608.843 List of exempled 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 () (4) (B) of the Renego-
tiation Act of 1943. .

Pursuant to the authority conferred
upon the War Contracts Price Adjust-
ment Board by section 403 ) (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 in the list
attached hereto and designated as Ex-
hibit 1 are perishable; and that, in the
opinfon of the Board, the profits under
contracts and subconfracts for the pur-
chase of such foods can be determned
with reasonable certainty when the con-
tract price is established; and that con-
tracts and subcontracts, heretofore. or
hereafter made, for thie purchase of such
foods are hereby declared to he exempt
from all of the proyvisions of the Renego-
tiation Act of 1943.

ExsmsiT 1

Fresh Fruits:

Apples,

Apricots.

Bananas.

Berrles (blue and black).

Cantaloupes,

Cherrles.

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.
Caulifiower,
Corn.
Cucumbers.
Egg Plant.
Endive (chicqry).
Greens (collards, ete.).
XKale,
Lettuce.
Onions, Green.
Onions, Dry.
Parsley.
™ Parsnips.
Peas,
Peppers, Green.
Potatoes, Insh.
Potatoes, 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 wunsealed
containers. .
Fresh Fluid Milk. >
¥Fresh Fluld Cream.
Poultry: s

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 ocanned 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
bideuits, crackers, cracker meal, breakfast
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-
oifically set forth on the above list: Provided,
however, That any items so added shall be
reported to the Secretary of the War Con-
tracts Price Adjustment Board.

[RR 843]

[F. R. Doc. 44-8121; Filed, June 6, 1944;
9:22 a. m.]

TITLE 84—NAVY
Chapter I—Department of the Navy

. RENEGOTIATION REGULATIONS

Cross REFEReNCE: For Renegotiation
Regulations issued by the War Contracts
Price Adjustment Board, see Title 32,
Chapter XIV supra.
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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
Price Adjustment Board, see Title 32,
Chapter XTIV supra.

TITLE 43—PUBLIC LANDS: INTERIOR
Chapter I-—General Land Offico
[Public Land Order 231)
COLORADO
REVOCATION OF PUBLIC LAND WITHDRAWAL

Revoking Public Land Order No. 86 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 Naw
tional Forests and lands withdrawn for
reclamation purposes in the State of
Colorado, from sale, location, selection
and enfry under the public land laws of
the United States, including the mining
laws, and from leasing under the mineral
Ieasing 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 nights, 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 205.8 (Cire. 324,
May 22, 1914, 43 L.D. 254) and 43 CFR,
Part 296, to the extent that these repgu-
lations are applicable.

ApE ForTag,
Acting Secretary of the Interior

May 24, 1944,

[F. R, Doc. 44-8123; Filed, June .0, 1944;
9:65 a. m.]

[Public Land Order 232]
WyoMING

WITHDRAWAL OF PUBLIC LANDS FOR USE IN
PROSECUTION OF WAR

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 valld existing rights, the
following described public lands are
hereby withdrawn from all forms of
appropriation under the public land laws,
including the mining and mineral leasin,
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Iaws, and reserved under the jurisdiction
of the Secretary of the Interior for use in
connection with the prosecution of the
war:
SIXTH PRINCIPAL MERIDIAN

T 16N, R. 12 W,

Sec. 4.

The area described contains 769.92 acres.

ABE FORTAS,
Acting Secretary of the Interior
Mav 29, 1944,

[F. R. Doc., 44-8124; Filed, June 6, 1944;
9:55 a. m.]

TITLE 46—SHIPPING

Chapter II—United States Maritime
Commuission

-Chapter III--War Shipping Adminis-
tration
RENEGOTIATION REGULATIONS

Cross RErFerReNcE: For Renegotiation
Regulations issued by the War Contracts
Price "Adjustment Board, see Title 32,
Chapter XIV supra.

Chapter III—War Shipping Adminis-
tration

[G. O. 24, Supp. 5]
ParT 310—DMERCEANT MARINE TRAINING

APPOINTMENT AND TRAINING OF .CADETS IN
U. S. MERCHANT LIARINE CADET CORPS

War Shipping Admimstration emer-
gency regulations governming the appoint-
ment and traming of cadets in the United
States Merchant Marine Cadet Corps.

.Effective May 1, 1944, General Order 24
1s amended as follows:

1. Section 310.47 General require-
ments, as amended (Supp. 2), is amended
by striking out paragraphs (b) (¢) and
(d) and mserting m 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 s approved.

(¢)- A candidate may be admitted to
a basic school or the Academy for pre-
limnary tramng 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
traming ship for sea traiming. In event
a candidate fails to report to a baswic
school or the Academy and execute oath
as cadet-midshioman 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 iraiming1s
amended by revoking paragraph (f) (3)
and by striking out paragraph (a) and
nserting 1n lieu thereof the followng:

(2) For the duration of the emergency
the courses for cadet-midshipmen shall
be, 1n general, four months at Basic
Schools or the Academy for preliminary
tramnmg 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 F.R. 837; E.O. 9198, 7 F.R.
5383)

[seALl E., 8. Lanp,
Adminstrator.

JUNE b, 1944,

a
[F. R. Doc. 44-8125; Filed, June 6, 1944;
hid 10:39 a. m.]

Notices

DEPARTMENT OF THE TREASURY.
Bureau of Customs,
['T. D. 51069]
SiLver AnD BLACK FOx QUOTA
DETERMINATION OF IMFPORT QUOTA

Declaration of the Secretary of the
Treasury determining the import quota
of silver or black foxes, furs and skins
for the period May 1 to November 30,
1944, inclusive.

May 15, 1944,

Acting pursuant to paragraph (5) of
article IT of the new supplementary
trade agreement with Canada signed on
December 13, 1840 (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 withdrawvn
from warehouse, for consumption with-
out reference to the country of exporta-
tion duning the period May 1 to Novem-
ber 30, 1944, inclusive, is 59,174.

[sear] HerperT E. Gastorn,

Acting-Secretary of the Treasury.

[F. R. Dot, 44-8120; Flled, Junc 5, 19844;
4:20 p. m.]

DEPARTMENT OF THE INTERIOR.
General Land Office.
[ANS Withdrawal 135, Revocatlien]
OREGON
AIR NAVIGATION SITE WITHDRATVAL

The order of the Secretary of the In-
terior of February 26, 1940, withdrawing
the following-described land in Oregon
for the use of the Civil Aeronautics Au-
thority in the maintenance of air-navi-
gation facllities, and modifying the first
form reclamation withdrawal of August
16, 1906, for the Umatilla Reclamation
Project, is hereby revoked:

WILLAMETTE DIERIDIANY

T.3N,R.24E,
Sec. 28, NE!{NEY;6E1.
‘The area deceribed containg 10 acres.
Oscar L. CrAP2IAN,
Assistant Secretary of the Interior.,

May 29, 1944,

[F. R. Doc. 44-8122; Fll
0:65 a. m.,

, Junc 6, 1943;

6199

DEPARTMENT OF AGRICULTURE.
Farm Security Admimstration.
PENKSYLVANIA AND ALABAMA
DESIGNATIOR OF LOCALITIES FOR 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 regu-
Iations promulgated by the Secretary of
Agrlculture on July 1, 1941, as extended
by the War Foocd Admimstrator’s dele-
gatfon of authorify issued November 3,
1943, loans made in the counties men-
tioned herein, under Title I of the Bank-
head-Jones Farm Tenant Acf, may be
made within the localities herein ae-
scribed and demignated. The value of
the averaze 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
}he determination of value for each

ollow*

Rectoxn I
PENNSYLVANIA
County, Blair

Laocality Y—Consisting of the town-
chips of Catharine, Frankstown,
Huston, North Wocdbury, Taylor,
Tyrone, and Weadbury; boroughs of
Hollldaysburg, Martinsbhurg, Roar-
ing Spring, and Willlamsburg__.__ $6,093
Locallty II—Consisting of the town-
chips of Allegheny, Antis, Blair,
Frcedom, Greenfleld, Juniata, Lo-
gan, and Snyder; koroughs of Dun- __
cansville, and Tyrone; cifty of
Altaong 8,831

County, Huntingdon

Loeality I—Consisting of the town-
chips of Barree, Brady, Franklin,
Hendercon, Jackson, Lincoln, Io-
gan, 2iller, 2forrls, Onelda, Penn,
Porter, Shirley, Smithfleld, Spruce
Creel:, Welker, Warrlorsmark, and
West; boroughs of 2arklesburg,
and Shirleysburg.

Laocallty II—Consisting of the town-
chip3 of Carbon, Cass, Clay, Crom-
well, Dublin, Hopewell, Juniata,
Springfleld, Tell, Tod, Union, and
Woeod; boroughs of Dudley, Cass-
ville, XMapleton, Saltillo, and Three
Springs; city of Broad TOPeceeeeaa 2,335

County, Mifilin

Locality I—Consisting of the town-
ships of Armagh, Brown, Decatur,
Derry, Granville, 2fenno, Oliver, and
Tnion

Locallty II—Conslisting of the town-
ghips of Bratton and Wayne.——__.

ResioR ¥
ALAEA2IA
County, Butler

Yaocality I—Consisting of the precinets
of Dalsy, Dead Fall, Manningham,
2Monterey, and Springhitl _____ ___

YLaocality II—Consisting of the pre- .
cincts of Butler Springs, Dock, For-
est Home, Garland, Greenville, 2Mc-
Kenzle, Midway, Oakey Strealk, Piz-
eon Creek, and Shell oo —

Locallty III—Consisting of the pre-
cincts of Bolling, Georglana, Mount
Olve, Rocky Creek, and Starlington. 3,435

5,039

6,082

2,823

1,713

2,237
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The purchase price limits previously
established for the counties above-men-~
tioned are hereby cancelled,

Approved: June 5, 1944,

FRANK HANCOCK,
Admanistrator.

{¥. R. Doc. 44-8128; Filed, June 6, 1944;
11:16 a. m.]

CIVIL AERONAUTICS BOARD.

[Docket Nos. 303, 460, 427, 429, 691, 1119,
988, 1080, 1052]

TRANSCONTINENTAL & WESTERN AiR, INC.,
ET AL,

NOTICE OF ORAL ARGURIENT

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 conveniencé and necessity,
under section 401 of the Civil Aeronau-
tics Act of 1938, as amended, Detroit-St.
Louis-Memphis Service.

Notice 15 hereby given pursuant to the
Civil Aeronautics Act of 1938, as
amended, particularly sections 401 and
1001 of the Act, 1n the asbove-entitled
proceeding, that oral argument is as-
signed for June 18, 1944, at 10:00 a. m.
(eastern war time) in Room 5042, Com-~
merce Bullding, 14th Street and Consti-
tution Avenue, N. W., Washington, D. C.

Dated: Washmngton, D. C., June 5§, 1944,

By the Civil Aeronautics Board.

[seAvL] FreD A. Toones,
Secretary.
[F. R. Doc, 44-8126; Filed, June 6, 1944;
10:43 a. @.}

=

OFFICE OF DEFENSE TRANSPORTA-
TION.

{Supplementary Order ODT 8, Revised-242]
CoMON CARRIERS

COORDINATED OPERATIONS BETWEEN POINTS
IN KANSAS

Upon consideration of & plan for joint
action flled 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 3, Revised, as
amended (7 F.R. 5445, 6689, 7694; 8 F.R.
4660, 14582; 8 F.R, 2793, 8264, 8357) a

copy of which plan is attached hereto as
Appendix 2, and

It appearing that the proposed coordi-
nation of operations is necessary in order
to assure maximum utilization of the
facilities, services, and equupment, and to
conserve and providently utilize vital
equipment, materials, and supplies, of
the carriers, and to provide for the
prompt and continuous movement of
hecessary. traffic, the attainment of whic!

purposes 1s -essential to the successf
prosecution of the war, It 15 hereby
ordered, That: ©

1. The plan for joint action above re-
ferred to 1s hereby approved and the car-
riers 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-
priate regulatory body or bodies having
Jurisdiction over any operations affected
by this order, and likewise shall file, and
publish 1 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 g
diversion, exchange, -pooling, or similar
act made or performed pursuant to the
plan for joint action hereby approved,
the rates, charges, rules, and regulations
governming such service shall be those
that would have applied except for such
diversion, exchange, pooling, or other

-act,

‘4, The provistons 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 authorze or require any act
or omussion which is 1n 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-
fiict with, or would not be authorzed 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

1Filed as part of the original document,
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bodies for the granting of such operat-
ing authority as may be requisite o com-
pliance with the terms of this order, and
shall prosecute such application with all
possible diligence. The cooxrdination of
operations directed by this order shall
be subject to the carrlers’ possessing or
0gotaming the requisite operating author«
ity.

5.- All records of the carriers pertaining
to any transportation parformed pursu.
ant to this order and to the provisions of
such plan shall be kept available for ex-
amation and inspection at all reason«
able times by accredited representatives
of the Office of Defense Transportation,

6. Withdrawal of & carrier from patr«
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 bo
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 carrlers 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 aecordance with the provisions of this
order.

8. The plan for joint action hereby
approved and all contradtual arrange-
ments made by thescarriers to effectuate
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 ta the High-
way Transport Department, Office of De-
ganse Transportation, Washington 26,

. C.

This order shall become effective June
10, 1944, and shall remain in full forco
and effect until the termination of the
present war shall have been duly pro-
claimed, or until such earlier time ag
the Office of Defense Transportation by
further order may designate.

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

J. M. Jounson,
. Director
Office of Defense Transportation.

APPENDIX 1

Watson Bros. Transportation Co. Ino.,
Omaha, Nebr,

E. J. Difley, doing business as 2. J. Difiley
Truck Line, Topeka, Kans.

The Santa Fo Trall Transportation Coms
pany, Wichita, Kans,

Ash Truck Lines, Inc., Holton, Kansg,

[F. R. Doc. 44-8140; Filed, June 6, 1044;
11:44 a, m.}



